Webinar part 1

Hello everyone, and welcome to our webinar on Export Circular Transformation!
I'm Riitta, your guide for today's session, and I'm thrilled to have you join me as we explore the exciting world of circular economy transformation for the export industry.
Now, let's get started and make the most out of today's session. 
Today we'll explore how to identify your business opportunities, what capabilities circular economy transformation requires, and what steps could be part of your transformation journey.
Before we begin, I'd like to let you know that today's presentation draws heavily from SITRA's handbook titled “Sustainable growth with circular economy business models: A playbook for businesses.”. This comprehensive resource is packed with valuable insights, practical tools and case studies.
I encourage each of you to explore this playbook carefully after today's training. 
The playbook guides you in constructing a business model canvas as you progress through the book. The business model is surely a familiar concept to all of you. Simply put, a business model is a view of how a company operates and a way to describe how it fulfills the value proposition it offers to customers. It's essential to ensure that costs do not exceed revenue in the long term.
I also want to introduce you to a tool that is based on the traditional business model and has been developed based on the Circular Economy Business Model by Christiaan Kraaijenhagen, Cecile van Oppen, and Nancy Bokken. In this tool, the value proposition is divided into three sections, where the impact of the value proposition on society, the environment, and the economy is assessed. 
Additionally, under the cost and revenue streams, both negative and positive environmental impacts in this model are taken into account. It is important to also record how the model reduces negative environmental impacts and increases positive impacts. This tool helps to delve into environmental impacts and related management aspects.
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In this playbook, there are five parts, of which the first one is "Understanding the importance of the circular economy." We've already talked a lot about this before. 
The first part of the playbook compiles changes in the operating environment that the circular economy helps to adapt to:
1. Climate change and biodiversity loss, 
2. Regulation and policy, 
3. Customer-orientation and changing consumption, 
4. Technology and data, 
5. Economic rationale. 
We're asked to consider what the change in the operating environment means to companies from these perspectives: license to operate, efficiency and resilience, as well as growth and differentiation. 
The goal of the first part of the playbook is to identify the risks and opportunities of the changing operating environment:
What risks relating to the changing business environment can you identify today?
What opportunities relating to the changing business environment can you identify today?
The goal is also to start outlining the company's circular economy vision: 
What could the company's circular economy business look like in the future?
Indeed, since we have already discussed these matters before, I just want to remind you of how I see this. So, the goal of the circular economy is a profitable business within the Earth's carrying capacity. In that sense, the circular economy offers solutions to our environmental challenges. 
The playbook provides a valuable tool for reflecting on the effects of environmental changes on business operations.
You must think: "What does this mean for my business?
I highlight that each company must undertake this task independently. Nobody can do it for you.
I want to give you one example. We often think that this change incurs costs, but companies have reported that transitioning to a circular economy supply chain can enhance their resilience. 
For example, during the pandemic and logistical challenges, a customer noted that transitioning to a circular economy supply chain improved their resilience by reducing their dependence on externally sourced raw materials and components. 
We have multiple other examples that transitioning to a circular economy supply chain reduced costs in several ways:

· Reduced dependence on external suppliers
· Lowered risk of supply chain disruptions
· Efficiency improvements
· Long-term sustainability
Overall, transitioning to a circular economy supply chain can simultaneously reduce costs and enhance resilience, thereby improving companies' ability to adapt to changing circumstances.
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Back to this tool. This tool is a simple table, the added value of which is to guide thinking towards the right aspects. What is filled into the table is indeed specific to the industry, company, product/service/solution.
 In addition, I hope that in this context, we also consider how the business currently impacts the environment and what opportunities there are to reduce this impact - or not so much to do less harm, but rather to see if we could perhaps do something that affects nature's ability to regenerate. 
Today, there is much talk about regenerative circular economy, where the focus is on considering the environmental impacts while making decisions about our operations - and especially those positive environmental impacts. 
And that doesn't appear in this tool. But it's something I would like you to consider alongside the questions in the playbook.
And then, when you move on to the business model after you have considered what changes are happening in the business environment - what risks and opportunities are associated with them and what impacts they have on your company specifically, it's good to consider what we would like to aim for. 
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When you write this down, it doesn't mean that it's set in stone, but I strongly recommend that you draft a circular economy vision for your company. 
The vision should incorporate thoughts on risks and opportunities, and these playbook questions also help in defining the vision:
· What is the most important thing to your business in the circular economy?
· Where do you want to be in the circular economy in the next 5 - 10 years? 
· How ambitious will your vision be? Could you become an industry leader in circularity? 
· How will your vision position you in the market? How will it differentiate you from your competitors?
· Is your vision tangible and measurable?
The vision is good to summarize in one sentence.
In the early stages, it's indeed good to think about what direction we want to take and then refine it as thinking progresses in later stages.


Webinar part 2

So, how are those circular economy opportunities identified?
At this point, I've combined chapters 2 and 3 of the playbook. Chapter 2 focuses on Unlocking the circular opportunities. Here are the essential questions:
•	What are the inefficiencies in your value chain?
•	How can the circular economy turn inefficiencies into opportunities?
•	How can the circular economy add value?
I would remind you that globally, less than 10% of materials return to circulation. Everything we can do for recycling and reuse is important and necessary. The key is how to act differently in inefficiencies - that's where the potential lies. 
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Inefficiencies include unsustainable use of materials and underutilized capacities, premature product lives, wasted end-of-life value, and unexploited customer engagements.
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Well, how can we then derive business values from inefficiencies?
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When addressing unsustainable materials, businesses can begin by assessing their current practices and pinpointing areas for integrating sustainable raw materials. This could entail sourcing recycled materials or investigating renewable alternatives to conventional resources. Businesses can also adopt renewable energy sources like solar or wind power. 
Volvo as an example: About a third of the materials used in a new Volvo truck are recycled, and up to 90% of the truck can be recycled at the end of its life. In the longer term, Volvo aims to comprehensively replace unsustainable materials with recyclable materials.
When tackling underutilized capacities, businesses can optimize their use of facilities, equipment, and personnel. This involves implementing energy-efficient technologies, promoting resource sharing, and investing in workforce training to boost productivity.
BlaBlaCar is an example who has turned this inefficiency into an opportunity by creating a platform that connects drivers and passengers willing to travel together and share the cost of the journey.
When dealing with premature product lives, businesses can prioritize waste reduction, reuse, and recycling throughout the product lifecycle. This involves redesigning products to facilitate easier recycling, establishing take-back programs, and exploring innovative recycling technologies.
Emmy for example, collects used clothes and sorts, photographs, and prices them to sell online.
When faced with wasted end-of-life value, businesses can transition to solution-centric sales approaches by comprehending customers' sustainability requirements. This could entail bundling products and services or providing leasing and maintenance alternatives to prolong product lifecycles and minimize waste.
Neste for example, uses oil and fat waste to produce renewable traffic fuels.
When confronted with unexploited customer engagements, businesses can implement strategies to better understand customer needs and preferences. This may involve conducting market research, gathering feedback, and analyzing customer data to identify opportunities for improved engagement and enhanced customer satisfaction. By leveraging these insights, businesses can tailor their products and services to better meet the needs of their target audience, ultimately driving growth and fostering long-term customer relationships.
Michelin for example, started offering tires as a service (the pay-per-mile model) to its truck customers.

Part 3

Now, let’s talk about adding value to a company through the circular economy.
When considering how customer-centricity helps realize circular economy opportunities, the focus should shift from individual products and production to holistic solutions and the entire value chain. 
When it comes to information flow, data should flow in from customers, rather than the company solely pushing information outwards. 
By listening to customers and addressing their needs, it's crucial that information also flows internally within the company, from sales representatives to other departments. 
Efficient information sharing enables the utilization of customer insights across the entire company, in all different functions. Based on this, new and better solutions can be provided to customers. Data integration should be achieved throughout the entire value chain. 
Performance indicators should be designed to measure progress toward future goals rather than focusing solely on the present. Instead of measuring the sales value of products individually, it's important to measure it by customer. The goal is to determine how much value the current service offering generates for an individual customer.
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Now we are back to the inefficiencies.
In the playbook, there's another table aimed at helping to contemplate the right aspects: Tools: "Assess inefficiencies and opportunities". This tool is for reflecting on the inefficiencies we currently have. Besides identifying existing inefficiencies, it's important to consider whether these can be transformed into customer value. The tool provides useful guiding questions for identifying inefficiencies.
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Once we've taken a look at the inefficiencies in our current operations, the next step is to consider how we can improve efficiency and generate new value through our business model. 
The five Circular economy business models offer innovative approaches to achieve this goal:
1 Circular inputs: This involves using recycled, bio-based materials, and renewable energy in our production processes. By creating sustainable, repairable, and recyclable products, we can minimize waste and environmental impact.
2 Sharing platforms: Digital platforms enable us to optimize the utilization of goods and resources by facilitating sharing, renting, and leasing. This not only reduces resource consumption but also promotes collaborative consumption. It's worth noting that not all sharing platforms are circular economy initiatives, although sharing platforms enable circular economy business models. With these examples, it's important to be cautious.
3 Product as a service: Instead of traditional ownership models, we can offer our clients access to products through services like leasing and renting. This shift towards "product-as-a-service" encourages longer product lifecycles and fosters a circular consumption pattern.
4 Product life extension: We can prolong the lifespan of products through repair, maintenance, upgrades, and resale services. By extending the life of products, we reduce the need for new resource extraction and minimize waste generation.
5 Resource recovery: This involves recovering materials and resources from products that have reached the end of their useful life. By implementing effective resource recovery processes, we can reintroduce valuable materials back into the production cycle, closing the loop and reducing the need for virgin resources.
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Each circular business model includes several sub-models, which offer practical insights into implementing circularity in various industries. These sub-models outline specific actions companies can take to transition towards circular practices. 
Let's take a quick look at some of these sub-models:
Sustainable product design focuses on creating durable and repairable products, such as modular designs.
Circular supplies involve using recyclable materials in production, like renewable and bio-based materials, to increase recovery rates.
Sharing platforms enable increased utilization of capacity.
Product-as-a-Service offers customers access to products through subscription or usage-based charges.
Product use extension includes activities like repair, maintenance, and upgrading to prolong product lifecycles.
Resource recovery encompasses recycling, upcycling, and returning materials to the source to minimize waste.
Understanding these sub-models can provide valuable insights into how your company can embrace circularity and create new opportunities for sustainability and innovation.
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Part 4

Next, let's delve into how different business models impact the value chain.
[image: ]Here you see a linear value chain and how the sub-models of the circular business models create new loops in the value chain and turn it circular. Many circular economy opportunities are in the product use phase, bringing companies closer to their customers.
It's important to note that various circular economy models impact different segments of the value chain.
In the playbook, there's more detailed information on different business models, their impacts, implementation methods, and case examples.










Here's a tool that aims to draw your attention to how the business models you've conceptualized would impact your value chain and what factors should be considered. With this tool, you sketch your value chain on paper and then contemplate which of these business models or their sub-models could work for your company. It helps identify opportunities at various stages of the value chain.
These tools are extremely valuable. They help to think, focus attention, but also to visualize. They make thoughts visible. And that enables sharing thoughts and having discussions within the organization. They facilitate collective thinking.
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Each of these business models naturally has its challenges. Somewhat different challenges. Of course, any business transformation involves challenges. These are both generally related to business and specifically related to the circular economy. 
If we think about internal challenges for the company related to organizational competence, it certainly requires investment. Actions affect different parts of the organization. If we want a comprehensive change in the organization, it also requires a change in mindset throughout the organization. Old structures and cultures change slowly. It requires more patience and investment than building a new company based on circular economy principles or implementing change in a very young organization. 
There are challenges related to customers. And it's important to consider the adoption of the new business model from the perspective of customers. What are the incentives? Can we offer incentives to customers? Incentives that make the new model appealing. 
Customer communication is extremely important to clearly and understandably convey the additional benefits offered by the new model to customers. 
The third level is the ecosystem level, where these challenges exist. And often, if we transition to such a circular economy business model, we need to rethink the entire partnership network and ecosystem. There may be new players, some players may drop out, and in this context, building the circular economy value chain and implementing a new collaboration model throughout the entire ecosystem is extremely important. 
If our cycle doesn't work properly, neither will our business. 
I won't go through the challenges in detail now, but you can revisit them independently in the playbook.
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In the next tool, there's just a list of questions, but that's actually a very good thing because it contains the right questions. These are the things to ponder and seek answers to when planning your own business model.
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And then in the playbook, there's a separate tool for the actual planning of the business model. It's good to plan the business model. And all these things should be done step by step. 
Once we've gone through the earlier stages, here we can consider what could be a suitable business model or business models for our company. 
What is the business potential of the business model/models? 
What are the new revenue and expense streams? 
Are there any new kinds of cost savings? 
Does it affect customers' image of the company? 
Does the change in the business model help manage risks? 
Does it help improve environmental or social impacts? 
These are perhaps the most important questions when considering business potential. 
And then, for the business to have any chance, we also need customers. 
Who would be the customers for this new type of business model? Who would be interested? Would anyone be interested? If not, we have to go back to the starting point and think again. 
What is the additional value and benefit the customer receives? 
What is the thing that customers would be willing to pay enough for to create a profitable business? 
Finally, you need to look inward and examine the company's readiness for change, for developing a circular economy business. You can do that by revisiting those previously discussed challenges.
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Businesses have several opportunities, so it's important to consider where to start. In that case, a quadrant like this is useful. If you have identified various circular business opportunities, this tool will help you gain an understanding of which initiatives to prioritize.
Accessibility refers to how easy or difficult it is for the company to implement the planned solution.
[image: ]
After going through these different stages we've covered today, the company is ready to fill out the entire business model canvas.
Let’s go through the questions:
KEY ACTIVITIES
• What measures are needed to deliver your circular value proposition and set up the business?
VALUE PROPOSITION:
• What unique value can you create with circular economy and for whom?
• What is your compelling circular economy story line?
CUSTOMER RELATIONSHIP: 
• How can you engage with customers to gain meaningful feedback and include them in the journey? 
CUSTOMER SEGMENTS: 
• Who are your main customers?
• Who else can benefit from your value proposition?
CHANNELS: 
• What channels will you use to sell your 
products or services?
COSTS: 
• What is your cost structure? 
• Where can circular thinking decrease the costs of operations? 
• Where could partnerships and the utilization of shared assets decrease costs? 
REVENUE: 
• How do you generate revenue? 
• What types of other values are created with your circular vision and how do they impact the value of your business
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Part 5

Alright everyone,
We have had a long session already, but I want to emphasize a crucial aspect: the capabilities we need to make this circular business model shift a reality.
Think of your company as a ship navigating uncharted waters. To sail smoothly into the circular economy, we need a sturdy vessel with the right crew and equipment. These are the capabilities that will steer us in the right direction and weather any storms along the way.
First off, let's talk about company culture. It's not just about policies and procedures; it's about mindset. We need to foster a culture that values innovation, collaboration, and sustainability. It's about getting everyone on board with the idea that change is not just necessary but exciting.

Next up, let's dive into operations. We need to rethink every aspect of how we do business – from design and production to distribution and waste management. It's about finding ways to do more with less, to minimize waste, and to maximize the value of every resource we use.
And let's not forget about partnerships. No company can go it alone on this journey. We need to work hand in hand with suppliers, customers, and other stakeholders to create a truly circular ecosystem. It's about building relationships based on trust, transparency, and shared values.
So, as we wrap up, I want each of you to think about the capabilities your company needs to thrive in the circular economy. Identify areas where you can strengthen your skills, invest in training and development, and foster a culture of continuous improvement.
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In the playbook, there's a detailed section on different capabilities, how to build them, and examples related to each. I strongly recommend using the tools provided to evaluate the required capabilities. 
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Use the capability assessment tool to start thinking about the most relevant circular capabilities of your company and the areas where you need to improve.
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Now, let's focus on the two remaining sections of the business model canvas: Key Partnerships and Key Resources.
In Key Partnerships, we need to identify the essential collaborators who can help us leverage existing circular opportunities or even create new ones. Think about who you need to work with to achieve your circular goals. Are there specific challenges you're facing that require collaboration? Consider potential partners who can help address these challenges. Also, reflect on whether there are any gaps in your network. Have you identified any needs or demands that aren't being met? Perhaps there are opportunities for new partnerships to support your circular business endeavors.
Moving on to Key Resources, here we'll determine what material or immaterial capabilities are necessary to bring our value proposition to life. Take stock of the resources you currently have and assess whether they align with your needs. Do you possess all the capabilities required to execute your circular business model effectively? If not, consider how you can acquire or develop these capabilities to ensure success.
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All right, let's discuss quickly how to move forward on our journey toward circular business transformation. In this chapter, we'll explore two distinct approaches that any company can adopt to carve out its path to circularity.
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First up, we have Path A: Test and Validate. This approach is ideal for companies eager to swiftly pilot a new business idea and are comfortable with the possibility of failure. 
Here, we embrace a lean startup mindset, finalize our circular business model canvas, and mobilize our company resources to kickstart quick piloting and validation of our circular business concept. 
Through testing and iteration based on customer feedback, we'll hit (or miss) our pilot targets and ultimately decide the fate of our pilot—whether to scale it up, pivot, or discontinue it.
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Next, we have Path B: Vision and Roadmap. This path is tailored for companies committed to a more long-term, strategic business transformation towards circularity. 
We start by envisioning where we want to be in the next decade or so, integrating circularity into our company strategy, and defining the necessary initiatives to unlock the full potential of circularity and realize our circular vision.
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Let's delve into a concept called backcasting, also known as strategies of trajectory. It's a method that flips the traditional planning approach on its head. Instead of starting from where we are now and projecting into the future, we begin with a clear vision of our desired future and work backward to determine the actions needed in the present to make that vision a reality.
Here's how it works: 
First, we define our preferred future—where we want to be in the long term, say 5 to 10 years down the line. 
Then, we map out the most effective path to reach that future, considering three key timeframes: the now (what we can do in the next 6 to 12 months), the next (our goals for the next 1 to 5 years), and the beyond (our vision for the 5 to 10-year horizon).
Our circular economy vision, seamlessly integrated into our company strategy, serves as our compass for this journey. Backcasting empowers us to analyze our future aspirations, trace them back to the present, and identify the actions that will generate the most value along the way.
While the overall structure of the roadmap to our circular vision will be unique to our company, it's crucial to maintain a balanced focus across all three time horizons. By continuously operating on these horizons and avoiding the temptation to fixate solely on short-term gains, we can effectively steer our organization toward the realization of our circular vision.
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In conclusion, let's remember these key action recommendations:
· Share your newfound insights with our team or board, fostering understanding and alignment.
· Advocate for the prioritization of the circular economy with our company directors, driving commitment from the top.
· Establish a dedicated team to spearhead circular change, ensuring focused efforts and accountability.
· It's crucial to regularly assess our strategy's alignment with evolving business landscape dynamics, staying agile and responsive.
· Uncover circular economy opportunities across our entire value chain, maximizing our potential impact.
· With these insights in mind, craft a comprehensive plan for executing circular operations, ensuring clarity and direction.
· Finally, let's actively engage colleagues, customers, and partners in refining and validating our plan, leveraging their diverse perspectives for success.

Thank you.
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BUSINESS VALUE FROM INEFFICIENCIES

This table shows how some of the leading circular economy companies have turned inefficiencies into business value.

INEFFICIENCIES COMPANY

LU inable About third of materials used in a new VoIVo truck are recycled, and up to 90% of the truck can be recycled at the end of its life, thanks to labelling components
"“_"“'“‘" for easy identification and dismantling. In the longer-term, Volvo aims to comprehensively replace unsustainable materials with recyclable materials, driving its
materials whole value chain towards circularity and use of sustainable materials.
Cars are in use only 5% of the time, with an average of 1,5 people using the car. BlaBlaCar has turned this inefficiency in to an opportunity by creating a
2. Underutilised platform that connects drivers and passengers willing to travel together and share the cost of the journey. The French startup has grown into 90 million members
- in 22 countries. Its market valuation is in billions and has reported a total of 1,4 billion euros in cost savings to users (since its creation ), and 1,6 million tonnes of
capacities CO2 savings in 2018, thanks to the relative efficiency of full cars versus alternative forms of transport. BlablaCar creates 120 million hook-ups every year.
3 ‘The abundance of abandoned, used, high-quality clothing led the Finnish startup Emmy to create a turnkey model to sell and buy used clothes. Emmy collects
. Premature product used clothes and sorts, photographs and prices them to sell online. It pays the seller the selling price minus a commission and delivery charge. Emmy has a big
lives impact by keeping clothes in use instead of being binned.
Neste uses oil and fat waste and residues - examples of relatively high value waste generated from various small sources — to produce renewable traffic fuels, and
4. Wasted end-of-life is planning to expand the NEXBTL technology to other chemical products, such as plastic raw materials. Technological developments and innovative logistical
value solutions make it increasingly viable to recover waste streams, even though they are dispersed and, say, come from households.
. Michelin started offering tires as a service (the pay-per-mile model) to its truck customers. This led to a stronger customer relationship and an opportunity to
5. Unexploited offer new services to fulfil unmet customer needs. The tire manufacturer eventually launched Michelin solutions, with a revenue potential of 3 billion euros in 10
customer years. The service includes fuel efficiency enhancement, driver coaching / driver assistance, services associated with tire maintenance, services for fleet
engagements ‘management and tire recycling services. The manufacturing company has started a transformation to a resource-efficient, data-driven service company.

- Sources: Company webpages Nordic Innovation & Stra (2021) The Circular Ecomomy Playbook - Circular business models Nordic manufacturing industrics
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VALUE THROUGH CUSTOMER-CENTRICITY

In order to unleash the full value potential of circularity, companies should
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TOOL: ASSESS INEFFICIENCIES AND
OPPORTUNITIES

You can start with the parts of the value chain over which you have the most control. But ideally you will be able to assess the
dynamics of the whole value chain. You can continue to identify your circular opportunities further in the next chapter.

Do you know the material composition of your products? What percentage
of your material inputs are circular (completely renewable materials,
renewable bio-based materials, other recyclable materials)?
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CIRCULARBUSINESS MODELS T

Circular economy business models address inefficiencies and create value for your company. PLATFORMS
Digital platforms enable
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THE SUB-MODELS

Each of the circular business models includes one or more sub-models. The table below presents these sub-models and
describes what they mean in practice. They give a more in-depth idea of what types of circular businesses there are, and
what your company could do.

Sustainable product design Design products that are durable and easy to repair (e.g. modular)

Circular supplies Use recyclable materials in production, e.g. renewable and bio-based materials, chemicals & energy to increase recovery rates
Develop solutions that enable increased use of capacity

PRODUCTAS A Product as a service Offer customers to use a product against a subscription fee or usage based charges instead of owning it
SERVICE

Performance as a service Offer customers to buy a pre-defined service and quality level and commit to guaranteeing a specific result

Repair & maintain Deliver repair and maintenance services to extend the lie of existing products in the market

Improve product performance by upgrading existing components with newer ones

PRODUCT USE Upgrade
EXTENSION Resell Resell products that have reached their useful lfe to second and third hand markets

Take back and perform industry-like restoration or improvement of original functionality of products and remarket them with

Remanufacture Ui

Collect and recover materials of end-of-life products and reuse them in own production or sell as feedstock

RESOURCE
RECOVERY Return wasted parts and materials to the source (e.g. waste and by-products from own production)
Sources: Adopted from Nordic Innovation & Sitr (2021 The Circulr Economy Playbook - Gircular businss modelsfor Nordic @ufscturingindustries;Orginal sourceof the igure: Accenture: Lacy, Long & Spindler (2020) Th Gircular
e b g G SITRA
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SUB-MODELS TURN VALUE CHAINS
CIRCULAR

Here you see a linear value chain and how the sub-models of the circular business models create new loops in the value chain
and turn it circular. Many circular economy opportunities are in the product use phase, bringing companies closer to their
customers.

Performance
- = = Productasa service
! as-a-service 1 bty o
i | concerned with the
Cirela supplie lpo SUEES ot s
Sustainable 1 1 but address Linear value chain
product design i e
1 Share ineffciencies across "
L 4 ‘ } —‘ I1 the value chain The clrulas econamy value chain
- ol aputs
i . rketis i — Sharing platforms
Design Sourcing Manufacturl | ogistics Marketing || productuse Ead oRRtS) Gt
disposal = Productas  serice
3 Product e exension
e s Resourcerecovery
maintain
feseerss Upgrade o
. Resell
Remanufacture

Recycle/Upcycle

Sources: Adopted from Nordic Innovation & Sira (2021)The Circular Economy Playbook - Circular business models for Nordic manufactuing industris; Oiginal source of the igure: Accenture.
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TOOL: POSSIBILITIES AT DIFFERENT

STAGES OF THEVALUE CHAIN

Draw your linear value chain on paper and consider which sub-models could help develop your business in line with the
circular economy. Where would you start? What opportunities do you spot at different stages of the value chain?

Sourcing

Manufacturing

Logistics

Marketing
and sales

Product use

End of life
disposal

Sources: Deloitte nsight
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COMMON CHALLENGES PEREACH
BUSINESS MODEL

Some of the challenges companies face are more specific to certain business models.

Overcoming these challenges becomes easiel

as the industry moves towards circularity

and as reusing materials becomes a priority for all stakeholders. Pioneering companies

will have to pave the way, but the pi

e is worth the effort.

Typical challenges specific to each circular business model

CIRCULAR
INPUTS

Access to and cost of obtaining appropriate circular
feedstock (collection, sorting, quality assurance are
costly)

Complex regulation and standards relating to the
use of secondary materials (although the direction
of regulatory development is to favour secondary
‘materials)

Building an image equal or superior to alternatives
and proving the properties of secondary materials

SHARING
PLATFORM

Sources: Dot nsight

Finding supply and demand simultaneously

Customisation needs of the shared resource when
it's offered to a variety of new customer segments

Changing the ownership mentality of consumers

81

PRODUCTASA | |

SERVICE

Investments and the financial valuation model of
companies are tied to the traditional production
and sale of goods.

As a service models fundamentally change cash

flows and may require significant upfront
investments in skills

PRODUCT USE
EXTENSION

Engaging customers in concepts to take back the
(broken) products and materials

Readiness and cost of labour for industrial
remanufacturing

Changing revenue logic (from sales closing to value
of customer over the product lifetime)

RESOURCE
RECOVERY

Lack of knowledge concerning the material content
of products, lack of modular and circular product
design, lack of education and regulation for
recycling, especially in emerging countries

Lack of conveniently available waste materials

Building up reverse logistics networks or other
effective concepts for resource recovery is
challenging as waste is often dispersed and thus

costly to collect SITRA
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TOOL: COMMON CHALLENGES WITH
CIRCULARBUSINESS MODELS

MY POTENTIAL CHALLENGES CUSTOMERS ECOSYSTEM

« Identify problem areas and challenges
concerning the adoption of your circular
business model with these questions.

INTERNAL

+ Is your organisational culture supportive of
circularity or open to the idea?

+ What needs to change in your organisation to
improve understanding of circular business?

+ Would your circular business model require
customers to change their behaviour and, if so,
how radically?

*  What needs to happen for the customers to
change their behaviour and accept the new
business model? Is this change possible?

What is your relationship with you suppliers?
Are they advanced with circularity and would
they be open to the concept?

Would your circular business model require
your suppliers to change their practices and, if
50, how radically?

‘What needs to happen in order for the supplier
to adapt their behaviour and accept the new
business model? Is this change possible?
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1. Which circular business models
would best address the waste
streams and/or inefficiencies in
your value chain?

2

. What kind of benefits do you
expect to get from these new
business models? What about costs?

TOOL: ELABORATE YOURCIRCULAR

OPPORTUNITY

Take advantage of the inefficiencies you identified on page 43 while going through the circular business models and case

examples.

Revenue generation
Cost savings

Brand enhancement
Risk mitigation

Environmental and societal
impact

Costs

Sources: Deloitte nsight

3. Who are the customers of
your circular business? What
circular economy value can
‘you create for them?

4. What s your company’s
readiness to start developing
the circular business? What
are the main challenges
relating to your idea, how can
you overcome them?

82
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TOOL: PRIORITISE YOURCIRCULAR
OPPORTUNITY

ACHIEVABILITY VERSUS VALUE. If you have identified various circular business opportunities, this tool will help
you gain a high-level understanding of which initiatives to prioritise. Use the “Opportunity description template”
from the previous page and roughly estimate the achievability and the value of each circular opportunity.

a
1.HOW EASY WILL IT BETO IMPLEMENT 5 EOneET A rD)
- INVESTIGATE IF
YOUR SOLUTION AND ACHIEVE THE S| 1[5 255 P LU
BENEFITS (the vertical “achievability” axis) AND LOW VALUE
2.WHAT WILL BE THE VALUE OF YOUR / R TE
e
SOLUTION? (horizontal axis) The estimated value of
To answer the above questions, simply place your ACHIEVABILITY the initiative.
opportunities on the matrix and pick the best The ease of implementing DEPLOY IF PURSUE - LOW
opportunities (easiest with highest value - low- the initiative and achieving :E:::HGES .F‘I:I"‘I‘:‘IS.“. Typical metrics include:
hanging fruits) for further development > and fill in value. REVENUEUPLIFT,
the business model canvas on the next page. REPUTATION,
Typical metrics include: > Gl
COST,SPEEDANDYOUR % SATEEROTION
w

CAPABILITY TODOIT

Low HIGH

s SITRA

Sources: Dot nsight
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THE BUSINESS MODEL CANVAS

Continue

g in the business model canvas for the prioritised circular opportunity. If you have various opportunities that

are attractive, fill in a business model canvas for each one. Use the supporting questions below. The last parts of the canvas

will be discussed in the next chapter.
KEY QUESTIONS TO DEFINE YOUR...
KEY ACTIVITIES:

* What measures are needed to deliver your
circular value proposition and set up the
business?

VALUE PROPOSITION:

* What unique value can you create with
circular economy and for whom?

* What is your compelling circular economy
story line?

CUSTOMER RELATIONSHIP:

« How can you engage with customers to gain
meaningful feedback and include them in
the journey?

CUSTOMER SEGMENTS:

* Who are your main customers?

Sources: Delotte Insight

* Who else can benefit from your value
proposition?

CHANNELS:

* What channels will you use to sell your
products or services?

cosTs:

* Where can circular thinking decrease costs
of operations?

* What is your cost structure?

Where could partnerships and the
utilisation of shared assets decrease costs?

* What types of other values are created with
your circular vision and how do they impact
the value of your business?

REVENUE:

+ How do you generate revenue?

85
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4. ASSESS THE CAPABILITIES NEEDED FOR

CIRCULARITY

What does the transformation to
circularity require from a company?
What are the key capabilities in making
the change?

How can these capabi
strengthened?

Circular economy business models are:

1. Circularinputs: Use recycled, bio-based
‘materials and renewable energy in production.
Create sustainable, repairable and recyclable
products.

2. Sharing platforms: Digital platforms make
it possible to increase the utilisation rates of
goods and resources through, for example,
renting, sharing and sharing,

3. Product as a service: Offering clients

access to products instead of owning products,
through services such as leasing and renting.

4. Product life extension: Making products
last longer such as through repair,
‘maintenance, upgrade, and resale services.

5. Resource recovery: Recovering materials
and resources from products that are no longer
functional in their current application.

‘The most common challenges with implementing
circular economy business models are:

1. Internal:implementing new business models
requires new capabilities, change in mindsets
and internal resourcing.

2. Customers: certain business models require
a change in how customers use them, for
example buying a service instead of a product

12

3. Ecosystem: holistically transforming the
value chain to the circular economy and
closing material loops can't be done alone.

TASK:

Start the design of your circular economy business
model

- Which business model is most interesting for your
business?

- How could you benefit from it?

- Where could you start?

SITRA
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THEKEY CAPABILITIES FORCIRCULARITY

1. Organisation and culture

Improving your organisation’s circular economy also enable a collective transformation to circularity. | *  Core activities and culture
business capabilities can enable it to do circular In the circular economy ecosystem, organisations « Management and metrics
business. The core capabilities for circularity canbe  can create new value together benefitting each other + Rethinking sales
divided into three main areas. and with fewer resources. "

- Financing
1.Organisation and culture

Circular economy principles need to be embedded 2 Functionsam -
into the fabric of an organisation: from procedures ,“.“ "_ tions
and guidelines to culture, leadership and KPIs. +  Product and service design

*  Operational functions
2. Functions and innovations
«  Technology and data

The production processes need to be aligned with 3
the principles of circular economy and the design of
products and services should focus on value creation
throughout a product’s life cycle.

3. Circular economy ecosystem

Partnering with public and private sector actors
won't only be key to your business model, but will

Acquisitions and internal start-ups

3. Circular economy ecosystem
«  Ecosystem and partnerships
« Production chain

*  Return systems

Sources: Adopted from: Nordic Innovation & Sira (2021):The Circular Economy Playbook: - Circular busines models for Nordic manufactring indusris: Delte Insight
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CAPABILITY ASSESSMENT

In this chapter you have learned about the core capabilities for going circular. Use this tool to start thinl
relevant circular capabilities of your company and the areas where you need to improve.

CAPABILITY MOST RELEVANT IDENTIFY IMPROVEMENT AREAS:
AREA CAPABILITIES FORYOU:

the most relevant capabil

ORGANISATION
AND
LEADERSHIP

FUNCTIONS AND
INNOVATIONS

THECIRCULAR
ECOSYSTEM

Somem Do it Lo SITRA
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THE BUSINESS MODEL CANVAS

Continue to fill in the business model canvas. The questions below will help you get started.

KEY PARTNERSHIPS:

+ Who are the key players you should partner
with to (a) benefit from existing circular
opportunities in the system or (b) create new
circular opportunities?

*  Are there specific problems that you need to
solve before moving forward? Who could you
partner with for this?

+  Are there players missing from your
ecosystem, have you identified a need and
demand for an enabling circular business?

KEY RESOURCES:

+ What material or immaterial capabilities are
needed to realise your value proposition?

Do you possess all this capabilities? Can you
acquire them?

Sources: Delotte Insight

VISION
KEY CUSTOMER
Az | scrimes v
SHIPS SHIPS
VALUE
PROPOSITION
CHANNELS
COSTS REVENUES
110
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5. TAKE ACTION

How to get ahead?
'What kind of transformation path suits
your company?

Companies that want to move forward quickly to
pilot a new business idea and tolerate failure well
should begin with Path A (test and validate).

Companies that pursue a longer-term,
comprehensive and a strategic business
transformation should try Path B (vision and
roadmap).

A: Test and validate

What: An agile startup-style method to quickly
test, learn and validate whether your idea creates
value, whether customers are willing to pay for it
and whether you have the capacity to implement the
solution in scale.

‘Who: For companies that want to move fast, focus
on adding value and tolerate failure, uncertainty and
risk.

‘Outcome: A successful pilot or lessons learned
from what didn't work

B: Vision and roadmap

What: A forward-looking strategic approach to
integrating the circular economy in your strategy. A
roadmap to realise your vision.

Who: Companies that want to integrate the circular
economy holistically into their strategy.

‘Outcome: The definition of your preferable
circular future (where you want to be) and actions
driven by strategy that get you there.

A suitable approach can also be found combining
the two. Many companies transforming towards the

circular economy are both updating their strategy
and conducting experiments.

Think about how your business can start to
implement a circular economy transformation.

* Which approach is more appropriate for your
business - or can you combine both?

* How could you use them in the future?

SITRA
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TWO PATHS FORWARD - CHOOSE THE MOST
SUITABLE FORYOU ORCOMBINE

The circular economy opportunities that different
companies have identified vary in size and ease of
implementation. The ambition and readiness of
companies to implement the circular economy also
varies greatly. For one company it might makes
sense to quickly and lightly pilot a new business
‘model opportunity that concerns just one of their
products. Another company might have the appetite
and opportunity for a larger, company wide
transformation journey to circularity. A third
company may need to investigate opportunities
further - and perhaps revisit chapters 2 and 3 - and
continue internal and external discussions before
‘moving further on the topic.

Sources: Delotte Insight

In this chapter we briefly present two alternative
and fundamentally quite different approaches
forward: A) TEST AND VALIDATE and B)
'VISION AND ROADMAP. Understanding these
two approaches will help any given company to
‘move forward on their circularity journey.

« Are you up for rapid validation of your idea; an
agile, action-oriented approach that thinks of failure
as a one of the best ways to learn? (Test and
Validate)

+ Or would you prefer a more elaborate,
comprehensive and vision-oriented approach that
integrates circularity in your strategy? (Vision and
Roadmap)

Don't hesitate to combine the two approaches to
speed up the transformation.

13

A:TEST AND VALIDATE

What: A lean startup-style methodology to quickly
test, learn and validate if your idea creates value, if
customers are willing to pay for it and if you have the
capabilities to implement the solution in scale.

For whom: For any company that wants to move
forward rapidly, has a focus on value creation and
tolerates failure, uncertainty and risks quite well.
Outcome: A successful pilot, or, learnings on what
did not work (if the idea was killed).

B: VISION AND ROAD MAP

What: A future-oriented strategic approach to
integrate circularity in your strategy and define a
roadmap to reach your vision.

For whom: For any company that wants to integrate
circularity holistically in its strategy.

©Outcome: The definition of your preferred circular
future (where you want to be) and actions driven by
strategy that get you there.

SITRA
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TESTAND VALIDATE - THE PROCESS

1. SETTHEMINDSET

Understand the mindset
needed to succeed in rapid
testing and validation.

* Understand the
innovation spectrum
and where you position
on it

Understand the basics
of lean startup based
business development

* Make sure that your
idea is backed
internally, also in the
board

2.MOBILISE

Finalise the circular business model
concept you want to pilot and mobilise
your company resources to start testing.

* Complete and revise your business
model canvas to have a good overall
idea of your circular business venture

« Assign alead and a cross-functional
team for your circular business venture.

« Consider creating an independent team
or an internal startup, that has its own
funding and can create its own
processes.

+ Set targets for your venture, with
actionable metrics, set a timeframe and
seta budget - you're ready to start
experimenting.

3.TEST

Use lean startup-style methods to quickly be able to
pilot your initiative and iterate on the feedback.

+ Choose the best approach for your company to
engage in lean startup experimenting - on your
own or with your trusted partners.

There are various good freely available resources
online, search for “Lean startup methodology”. See
the overview of the methodology on page 135.

Common tools used within conducting lean startup.
experimentations are various, and they include, for
example: Live prototyping, customer testing,
interviews, business model canvas, value
proposition canvas, revenue model calculations,
value driver trees, venture organisation charts,
venture capability maps, transaction map,
minimum-viable-product (MVP).

4.NEXT STEPS

Scale successful pilots; pivot
ones with potential, kill ideas
that are not viable.

* Once the budget or
timeframe of your lean
startup venturing has
finished, you'll need to
conclude on the success of
the pilot and determine the
next steps.

If your pilot was successful
and you're ready to scale,
have a look at the typical
options to scale your
circular venture on page
137.

THE FIRST THREE STEPS CAN BE COMPLETED INAS LITTLE AS 8-12 WEEKS!

Sources: Delotte Insight

114

SITRA




image27.png
TOOL:HOWTOGETSTARTED WITH TEST
ANDVALIDATE -METHOD

1. SETTHEMINDSET

Start by examining the
following questions:

1. DEFINE WHERE are
you on the innovation
spectrum? Are you able to
‘move towards the right end of
the spectrum?

2.FIND OUT if your
organisation has experiences
with lean startup based
business development? What
can you learn from those
experiments?

2.MOBILISE

Start by examining the following
questions:

1. 1S YOUR circular business venture
clearly documented? Revise the business
‘model canvas once more.

2. ARE YOU ABLE find an internal
sponsor for the venture?

3.DO YOU HAVE the right people and
team to start the venture? Do you need
external support to succeed?

3.TEST

Start by considering the following questions:

1.DO YOU KNOW suitable approaches and
tools to start the lean startup based testing of
your circular business venture?

2.IF NOT, MAKE A PLAN to find the
suitable approach for you and use external
support where needed. Lean startup experiments
can be simple and light, and they also suite small
companies with shoe-string budgets.

4.NEXT STEPS

Start by considering the
following questions:

1. DID YOURPILOT
SUCCEED? Determine
the next steps based on
page 119.

1. IFYOURPILOTWAS
SUCCESFUL AND
YOU'REREADY TO
SCALE, define the
typical options to scale
your circular venture based

on page 120.

Sources: Delotte Insight
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VISION AND ROADMAP - WHATDOESIT

MEAN?

The vision and roadmap refers to a comprehensive journey to circularity, looking at 1) where you want to be

inthe next 10 years (the circular vision)? 2) what are the initiatives that will take you there (the roadmap)?
This will be a journey to unlock the full potential of circularity. Ikea and Neste are good examples of
<companies using this path. Hopefully this playbook will inspire you to start or accelerate your journey to

/

your circular vision.

1.DISCOVER

Use this playbook to holistically assess
what circularity brings to your current
(and new) businesses and to discover
what are the models you need to
implement to unlock the potential.
Complement your assessment with
additional analysis and studies.

THE FOCUS OF THIS
PLAYBOOK

Sources: Delotte Insight

2.INTEGRATE

Fully integrate circularity into
‘your strategy and your strategy
process. Reflect on your
current circular vision, the
portfolio of opportunities you
have identified, your current
capabilities and opportunities
and threats relating to the
development of the market and
‘your competitors.

Refine your
circularity targets and
strategic choices.

4.CREATE PATH

Define the needed
initiatives to unlock
your full circular
economy potential
and reach your
wvision.

INTEGRATE IN YOURCOMPANY'S STRATEGY PROCESS

‘The following page
introduces the backcasting
method, which allows you to
define the measures
necessary to achieve a
circular economy vision.

S5.MAKEIT
HAPPEN

Start carrying out the
initiatives and further
invest in partnerships
and building your
circular economy
ecosystem.

122
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THE BACKCASTING APPROACH

Backcasting, also known as strategies of trajectory, starts with a view
of the future and works back to the requirements for action in the
present. First, figure out where you want to be (your preferred future),
then plot the path that will be most likely to get you there quickly,
taking into consideration three time horizons: the now (6-12 months),
the next (1-5 years) the beyond (5-10 years).

Your circular economy vision (integrated in the company strategy)
forms your preferred future. Backcasting allows you to look from the
future back to the present to the most value adding actions.

‘The more detailed structure of a roadmap to the circular vision will be
company specific. It is important to continuously operate on all three
time horizons, and avoid focusing on only the short-term. This will
inhibit you from reaching your circular vision.

Sources: Delotte Insight

Your preferred
future: The circular
vision by 2030

The Next, Actions driven
T by strategy, in
EU -
) i hyormns

123

ADDITIONAL
RESOURCES!

See, for example, John
‘Hagel’s (Co-Chairman,
Deloitte Center for Edge
Innovation) short and
insightful two articles that
explain the future-casting
approach and how to define
the actions that take you to
your preferred future: Part
Land Part 2

SITRA
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WHAT DOES THIS MEAN FOR MY BUSINESS?

Based on what you have learne
risks and opportu
page15.

this chapter, think about why the circular economy is relevant to your business. What are the
jes that it brings to your business. Recheck the overview of the changes in the business environment on

What risks relating to the changing business

environment can you identify today? What opportunities relating to the changing

business environment can you identify today?

Category An example of risk: we have no data of the sustainability of

our products, But haviag 1t will be a legal requirement tn A" €X3mple ofan opportunity: We collct data on the

sustainability of our products and company. This enables us to

the near future. This is an operational risk that might lose
us our license-to-operate and eventually stop our
operations.

demonstrate their sustainability compared to our competitors.

License to operate (things must be in order)

Resilience and Operations (cost savings)

Growth and Differentiation (revenues,
increased customer value)

Sources: Deloitte nsight
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THE BUSINESS MODEL CANVAS

Start by drafting your company’s circularity

started.

KEY QUESTIONS TO DEFINE YOUR
VISION:

* What s the most important thing to your
business in the circular economy?

* Where do you want to be in the circular
economy in the next 10 years?

* How ambitious will your vision be? Could you
become an industry leader in circularity?

« How will your vision position you in the market?
How will it differentiate you from your
competitors?

+ Isyour vision tangible and measurable?

* Will you know for certain when/if you achieve
your vision?

Sources: Deloitte nsight

n on the business model canvas. The questions below

34

help you get
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AWORLD OF INEFFICIENCIES

Inefficiencies exist in all areas of our economies and societies. Vast amounts of valuable materials are wasted or underused.

A consumer power drillis unused on [ | The average occupancy rate of cars is
average 97% of the time.1 only 5%*

50% 60% 30 %

The average American of all plastics of clothingis of edible food
household 300 000 are single-use.> landfilled or isthrown
froms® tosx o
An office’s occupancy of construction made.3

In Finland, an ordinary ‘materials ends up in
household is estimated waste during the
to have between construction process"
10000 -50 000
items."

rate is about 40%"

Source: Lacy, Long & Spindler (2020) The Circular Economy Handbook: Realising the Circular Advaniage:  Helingin Sanomat (2013): 250 s chod
+Elen MacArthur Foundation (2020): inancing the Circlar Economy. 38 SITRS




