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1 Introduction 

The REFRAME - “CirculaR Economy strategy FRAMEwork for sustainable SMEs” is an Erasmus+ 

Project under the KA2 - Cooperation for innovation and the exchange of good practices / KA202 

- Strategic Partnerships for vocational education and training. 

REFRAME will create a CE Transition Framework specifically for small and medium businesses 

in the construction, manufacturing and crafts industry, to help them become friendlier to the 

environment. It will provide the EU construction & manufacturing SMEs and micro-enterprises’  

employees and future employees with practical knowledge on implementing CE transition in 

their business. A ‘sizable, growing and active’ REFRAME online community will be created, with 

the main objective of the up-to-date insight into Circular Economy, the exchange of know-how 

and good practices among the participants and the successful implementation of a CE transition 

for all SMEs and micro-enterprises. 

The IO3 will develop a comprehensive Circular Economy Implementation Framework (CE 

Framework), which will assist construction, crafts and manufacturing SMEs (with up to 100 

employees) and micro-enterprises to incorporate a safe and effective set of CE processes and 

principles.  

The CE Framework will be a step-by-step process for these SMEs and micro-enterprises that 

will show them how to scale up by understanding, utilising and investing in CE, how to manage 

resources more efficiently and be friendlier to the environment. The CE Framework will include 

a set of methodology concepts, tools and measurement instruments that guide the execution 

of CE strategy adoption. 

This document provides the results of the second task of this IO, namely “Understanding the 

context”. Specifically, at this stage a methodological approach is provided in order to facilitate 

an SME/micro-enterprise to assess its broader operational environment and identify the 

following factors: Organisational, Financial, Political, Legal, Social, Environmental, Technical and 

knowledge, Market and Supply chain. 

 

2 Factors affecting the transition to a CE model 

2.1 Organisational factors  

A successful transition towards a circular economy (CE) needs critical success factors to be in 

place. Organisational factors are mainly related to the acceptance of the CE and sustainability 

in general (which can also be associated with other organisational underlying factors, e.g., 

hierarchy), the opportunities for value creation, the skills and capabilities of employees and the 

top management commitment to a more “green” and circular economy business model. The 

first level of CE Implementation should begin with organisational development with emphasis 

on change management and managerial mindset. 
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Regarding organisational factors as drivers, the CE can be seen by companies as an opportunity 

to improve product or services development and differentiate their brands and business 

models to create value. Since implementing Circular Economy is associated with companies 

owning up to their social and environmental responsibilities, implementing it can also improve 

the reputation and image of companies. It highlighted the importance of adopting the CE within 

the company’s vision, mission, strategy core values, and culture. An innovative company culture  

is a key part of the equation towards achieving the CE. Transition to Circular Economy could 

help create value by helping businesses to differentiate from the rest, achieving reputational 

gains, and getting ahead of regulations, among other things. Finally, two other drivers 

mentioned in the bibliography are the shareholders and investors’ pressure to achieve 

sustainability and protect the business, and the abilities of people (managers and employees) 

to manage key resources. 

As far as the organisational factors as barriers are concerned, many companies seem to still 

struggle to view the CE as a revenue-making paradigm, rather than risky and costly. Barriers 

that can be related to the organisational factors are mainly the lack of the formal inclusion of 

CE principles in the strategy, mission, vision, goals, performance indicators, and culture of an 

organisation.  One of the hardest things for mature companies appears to be internal resistance 

within the company and fear of taking risks and how to carry through with a change, including 

changes in the organisational structure. Other examples of organisational barriers include: a 

high level of hierarchy, the lack of support from the top and middle-level management, the lack 

of capabilities and skills of employees and the employees’ and management resistance to 

change. 

Examples of organisational challenges related to CE business implementation include e.g. 

hierarchical systems inhibiting flexibility and innovation and risk aversion of managers. 

Problems are also faced due to weak management support and failures in creating common 

understanding, lack of skills and capabilities and incompatibility with existing operations. 

Missing abilities to change the mindset to long-term thinking, solve problems with the existing 

business culture, communication throughout the value chain and lack of systems thinking also 

present organisational barriers for the promotion of CE business.  

Towards assessing the role of the organisational factors, the following questions are important:  

 Is there a clear vision and mission statement towards CE transition? 

 What are the organisation's policies and procedures towards CE Transition? Is the 

organisation certified with the relevant environmental management system? 

 What are the task requirements and individual skills/abilities/knowledge needed for a 

CE business model? 

 Is there a structured training course for employees? 

 What are the systems in the organisation which support a successful CE Transition? 
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 Is there any change in the organisational structure? Is the role of environmental 

manager/officer assigned to a specific person? 

 

2.2 Financial factors  

CE transition can be accelerated or hampered by financial factors. The two most commonly 

acknowledged financial factors that may act as barriers towards implementing CE are (a) the 

high up-front investment costs for conducting research, establishing new processes and 

installing new equipment, developing new products (e.g. from recycled materials or products 

with extended lifetime), etc. and (b) the higher operating costs related to CE business models 

for collecting, sorting and recycling waste material (especially compared to the cost of virgin 

material), operating a return logistic system cost for taking back products at the end of their 

life, using renewable energy sources, reaching economies of scale for ‘green’ products, etc. The 

above-mentioned financial barriers are especially prominent for SMEs and microenterprises 

because they lack financial capabilities, financial support from governments (e.g. through low 

rate loans and/or tax reductions and incentives), and access to capital. Moreover, SMEs and 

(especially) microenterprises are more susceptible to financial risks than large enterprises and, 

thus, they are more reluctant to undertake the transformations required to adopt CE principles.   

On the other hand, financial factors may also act as drivers to change from the linear model to 

the circular one. In general, there are direct and indirect economic benefits associated with CE 

models. The direct gains are related mainly to cost-savings from substituting virgin raw 

materials, consuming less energy, producing less waste, increasing resource efficiency,  

adopting lean production principles, etc. For instance, the Ellen Macarthur Foundation report 

(2012) looking only at a subset of EU manufacturing sectors estimated that CE could result in 

an annual net material cost-saving opportunity up to USD 380 billion for a ‘transition scenario’ 

and up to USD 630 billion per year for an ‘advanced scenario’. As far as the indirect economic 

benefits are concerned, the adoption of CE principles may help enterprises to differentiate their 

products and attract environmentally sensitive consumers through green marketing, minimise 

the financial burden of non-compliance with environmental laws, reduce the cost of capital,  

achieve better financial performance in terms of return on equity (ROE) and stock prices, gain 

a high company reputation, etc. 

Financial factors are interrelated to other factors, especially market, legal, political, and supply 

chain factors. Regarding the market factors, for example, if the price of virgin materials is low, 

then the recycled materials will be less competitive and the cost for implementing CE principles 

will be higher. Also, if there is a lack of demand for reused or recycled products, their prices will 

be low and, consequently, will negatively affect CE transition. As far as legislation is concerned, 

in some countries, there is not a national strategy to promote CE or help the SMEs leading the 

way into a circular path or companies are faced with lengthy legal procedures. From a political 

perspective, national and European funds are essential to enhance the application of circular 

models and the same stands for the law enforcement regarding the environmental compliance 

rules, the knowledge of policy-makers about CE issues, etc. Finally, concerning the supply chain, 



REFRAME –  IO3: Circular Economy Implementation Framework (CE Framework) 
 

 

7 

 
 

 

 

the disruption all over the world due to the Covid-19 pandemic acted as a driver for closing the 

economic loop between raw materials, components and products. On the other hand, the lack 

of standardisation of the recycled materials, the lack of infrastructure or the limited number of 

suppliers increase the financial risks and costs and, thus, hinder the transition to  CE. 

In order to assess the importance of the financial factor, the following questions should be 

considered: 

 What is the initial investment cost of CE transition?  

 Will there be additional operating costs for establishing new CE processes (e.g. 

developing new products, collecting, sorting and recycling waste, operating a return 

logistic system, etc.)? 

 Will there be financial benefits (direct or indirect) to the company as a result of CE 

transition? 

 Considering the costs and benefits of CE transition, will the investment be worth it? 

 Are there any funding opportunities (national or European) aiming to help SMEs to go 

circular? Is there access to affordable financing? 

 

2.3 Political factors  

Political feasibility is related to both opportunities and barriers for the adoption of circularity in 

organisations and companies. The political leadership of a country, or an entity such as the 

European Union, can contribute both to the promotion of the implementation of the Circular 

Economy and to its non-implementation. 

Initially what we know is that the evolution of the CE scientific knowledge was based on the 

political geographies of China and developed countries, especially within the European Union. 

Gradually, the concept of the CE is emerging in new political geographies. Governments from 

such countries, like Nigeria and South Africa, have been working with the European Union’s 

World Economic Forum to establish the African Alliance on Circular Economy.  

In 2015, the European Commission adopted its first circular economy action plan, which 

included measures to help stimulate Europe's transition towards a Circular Economy, boost 

global competitiveness, foster sustainable economic growth, and generate new jobs. By 2019, 

the first circular economy action plan was fully completed and in 2020 the European 

Commission adopted Circular Economy action plan, which includes a Global Circular Economy 

Action Plan which confirms that the EU will continue to lead the way to a circular economy at 

the global level and use its influence, expertise, and financial resources to implement the 2030 

Agenda for Sustainable Development in the EU and beyond. The new Circular Economy action 
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is one of the main building blocks of the European Green Deal1 Europe’s new agenda for 

sustainable growth. 

According to the “Paving the way for a circular economy: insights on status and potentials” 

report, published by the European Environment Agency, the regulations are insufficient. Many 

governments state that they are working on adopting circular economy initiatives , however 

they use regulations basically for recycling, energy recovery and waste management while the 

Circular Economy is much more than these, such as reuse and eco-design. Further, the political 

changes that take place in a country, whether many or few in a period, result in the change of 

political initiatives in all sectors, including the Circular Economy. From time to time, there has 

been a shift in priorities based on election results and new governments in many - if not all - EU 

countries. 

Towards exploring the political environment, an SME operator should look for the current 

European Union policy on the CE, to understand its position in relation to the country where it 

operates. In this direction, it is important to read and understand the EU’s new Circular Action 

Plan and more specifically the actions (https://ec.europa.eu/environment/pdf/circular -

economy/implementation_tracking_table.pdf) and the Policy areas that apply to the sector 

(Chemicals, Circular economy, Circular economy at the global level, Industry, Plastics, 

Sustainable development, Waste and recycling). This will allow the SME operator to answer the 

following critical questions: 

 Does the country of establishment have any regulations regarding the Circular 

Economy? If yes, do they apply to the type of organisation and industry? 

 Is there a government agency that guides the SMEs and aims to promote the Circular 

Economy and help businesses in their transition from a linear to a circular economy? If 

yes, seek the proper agency office and get any help you may need. 

In addition, the SME operator should search for national funding opportunities, for which the 

national government is responsible and/or EU funding opportunities, for which the EU together 

with the national government are responsible. 

 

2.4 Legal factors  

Considering the legal factor, SMEs often see it as a barrier in their transition to CE due to the 

inflexibility of national and EU legislative framework and the slowness of changes in legislation.  

Nonetheless, CE is a core priority of the European Union and the aim of the decision-makers is 

to create a favourable regulatory environment for the transition to a sustainable economic 

system.  

                                                             
 

1 https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal_en 

https://ec.europa.eu/environment/pdf/circular-economy/implementation_tracking_table.pdf
https://ec.europa.eu/environment/pdf/circular-economy/implementation_tracking_table.pdf
https://ec.europa.eu/environment/topics/chemicals_en
https://ec.europa.eu/environment/topics/circular-economy_en
https://ec.europa.eu/environment/international_issues/circular_economy_global_en.htm
https://ec.europa.eu/environment/topics/industry_en
https://ec.europa.eu/environment/topics/plastics_en
https://ec.europa.eu/environment/topics/sustainable-development_en
https://ec.europa.eu/environment/topics/waste-and-recycling_en
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There is a strong interconnection between the political and the legal factors. The political 

frameworks and strategies envisage the long-term directions of legislation. The knowledge of 

European strategies makes long-term planning possible, since the national laws must follow 

the European Directives. Depending on the intention of the decision-makers, legislation can be 

a barrier or a driver too from the point of view of SMEs. It is necessary to reform rules to create 

initiatives to change currently unsustainable business practices, existing policy and legislation 

but the governments must be cautious at the same time2. Legal frameworks can be a barrier 

for SMEs with a reactive approach, which adapt their processes only to avoid penalty, but these 

changes can be also drivers if SMEs incorporate them into their strategy proactively.  

The first step for an SME in exploiting the benefits of the legal environment is to identify the 

relevant legislations that affect the SME. This research can be challenging because in the field 

of CE there are both sectoral and generic regulations. All EU legal documents on EUR-Lex are 

available in all of the EU’s 24 official languages and the site is updated on a daily basis. Using 

advanced search and selecting themes helps to find the right legislation.  

For example, if an SME operator wants to find information on recycling, she/he needs to select 

the theme of environment ->  environmental policy -> waste recycling, select legal acts and the 

site lists all relevant directives and regulations. 

Besides EU legislation, SME operators have to be aware of national rules, as Member States 

transpose EU acts – mainly directives – into their national law. The transparency and the user-

friendliness of national legislation portals vary widely from country to country. A complicated 

national legislation portal can be a barrier for an SME who is looking for valid legal information. 

A useful guide3 is available on how to search in national transposition but not all national 

legislations can be found in this database.  

The legal factor can be seen as a driver if the changes in legislation are communicated in time, 

and SMEs are informed about the next steps and the potential opportunities. For instance, in 

the case of the ban of disposable plastic, the well-informed SMEs had time to change their raw 

materials, or to find new suppliers, but the laggards may face penalties, or significant market 

losses. SMEs do not have the capacities to read strategies and policies but reading the new 

Circular Economy Action Plan may influence the long-term plans of the business. The CE Action 

Plan is not a legal document but it defines future legislative initiatives to make the circular 

transition easier and to minimise burdens on people and businesses.  

Some future actions from the Action Plan that demonstrate the importance of the legal factor:  

 Legislative proposal for a sustainable product policy initiative in 2021. 

 Legislative and non-legislative measures establishing a new “right to repair” in 2021. 

                                                             

 

2 https://www.edie.net/definition/Circular-Economy-Package/144 
3 https://eur-lex.europa.eu/collection/n-law/mne.html 
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 Policy framework for bio-based plastics and biodegradable or compostable plastics 

2021. 

If an SME gets stuck with identifying or understanding a legislation, several organisations can 

provide free legal advisory service. One of them is the Enterprise Europe Network. The regional 

office can answer legal questions or help if an SME experiences unfair rules, decisions or 

discriminatory procedures. Also, it is important to note that the SMEs have the possibility to 

take part in the legislative processes. Citizens and businesses can share their views on new EU 

policies and existing laws by participating in public consultations of the European Commission. 

 

2.5 Social factors  

The Social factor is a very important one that affects the transition to CE in SMEs. It can act 

both as a driver and a barrier towards the effective implementation of the CE principles within 

enterprises from the construction, crafts, and manufacturing sectors. Bearing in mind that the 

drivers and barriers to CE implementation are context and sector specific, as well as country 

specific, every company should analyse and be aware of its own specific external and internal 

environment in order to allocate the most important barriers and drivers towards 

implementing the principles of CE. 

Amongst the strongest social drivers there is the growing awareness of the need for 

sustainability by the SMEs - e.g. new technologies for waste separation in manufacturing. There 

is also an increased demand for sustainability by consumers -customers complaining about 

products not being sustainable. Another social driver is the increased internationalisation as 

well as the potential of the CE to open new jobs and increase the vitality of businesses. As stated 

in the “EREP Manifesto & Policy Recommendations”, citizens should be enabled to make more 

sustainable choices in their consumption. Circular economy (in manufacturing, construction) 

shall contribute to higher employment and the creation of new job positions. Another driver 

towards the implementation of CE is the concern about human and animal health (microplastics 

entering the food chain, wide usage of plastic products daily). Public health should be a major 

driver towards implementing the principles of CE in construction, manufacturing and crafts 

companies. Improved practices of waste management will affect the public health in a positive 

way. 

Consumers’ awareness of sustainability is a driver to CE but it could be a major barrier as well.  

There are still many consumers that are missing environmental awareness. This is a barrier 

quite difficult to overcome as it is based on culture. Most consumers are still focused on 

convenience and low price. In order to have a successful circular economy strategy, the 

consumption attitude of society should change. Lack of reliable information about the CE not 

only to consumers but also to the business is also a major barrier to its implementation. Another 

barrier is the consumers’ perception of products that are remanufactured – still many of them 

consider remanufactured products as of lower quality.  
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The factors that affect circularity are interrelated. The social factor is related to the 

environmental one - society must be aware of the environmental issues for a circular economy 

to be successful and consumers’ behaviour is greatly affecting the environment. The behaviour 

of consumers is in turn related to knowledge, access to information and culture. Also, the social 

factor relates to the economic one - efficient allocation of resources and improved productivity 

lead to the improved well-being of society. 

To increase (social) environmental awareness, education and training are essential. Industry 

and technological innovation alone cannot drive the systemic change needed to achieve a truly 

circular economy: we need a paradigm-shifting from individual behaviours to social/cultural 

adoption of CE principles to achieve viable changes. Schools and universities should include in 

their programmes theoretical knowledge about the circular economy and, also support outside 

the classrooms and lecture halls the promotion of a sustainability mentality and eco -

responsible citizenship. More and more consumers will be open to change behaviours and can 

be themselves the drivers to the effective implementation of the CE principles within 

enterprises from the construction, crafts, and manufacturing sectors; by demanding more 

sustainable products, services, and practices.  Furthermore, Vocational Education and Training 

(VET) is also crucial to provide the knowledge and skills that workers from these sectors need 

to achieve the employment and innovation potential of the circular economy. The risk of not 

investing in the development of green skills in these workers is too great: this can lead us to a 

mismatch between the skills needed for the future of work – to achieve the environmental 

goals and new consumer demands. Last but not least, without investing in education and 

training we also risk not supporting a just and resilient economic and environmental recovery 

and delivering the ambitions of green and digital transitions, precisely the focus of the 2020-

launched European Commission Pact for Skills. VET can help to drive skills development for the 

circular economy when underpinned by effective policies, funding, leadership and the 

participation of a range of stakeholders from industry, government, research and education, 

and civil society. In the end, it can help to turn the “Social Factor” into one of the true drivers 

of CE.  

In order to assess the importance of the social factor for your organisation, you can ask yourself 

the following questions: 

 Is there an increased demand from our customers for more sustainable 

products/services? Is it within my company’s priorities to offer sustainable products?  

 How would the transition to a circular economy affect my company – would it help us 

reach out to new markets and expand our business? 

  Is the improvement of public health and environmental protection amongst my 

company’s priorities?  

 What can I do in order to raise awareness about CE among my employees and 

customers? 
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 Does the HR of my company have enough knowledge and skills to move towards a 

circular economy business model? 

 Would my company benefit from training in the circular economy? 

 Are there available training/courses/educational resources in CE accessible to my 

company (at economic and/or geographic levels)? 

 

2.6 Environmental factors  

Environmental or Ecological factors are those factors related to the broader environment and 

climate where the company operates and might play a crucial role in either facilitating or 

slowing down the company’s transition towards a Circular Economy (CE) business model. One 

of the first steps an organisation should take towards CE transition is to assess the 

environmental factors that influence the effort. The most common barriers and drivers a 

company faces are stressed out below as well as crucial subfactors to be assessed.  

Barriers are factors that impede the smooth transition of an organisation to a more Circular 

Economy business model. According to the bibliography, the following major barrier has been 

identified regarding environmental factors: 

 Pricing of products and services offered at a given time by companies, usually does not 

reflect the environmental costs. As companies usually are not responsible for the end-

of-life of a product, they do not incorporate the environmental costs within the product 

final price. They consider only the costs and the profit margin. These costs may include 

manufacturing, design, supply, transport and marketing and communication but almost 

never the environmental cost for its end-of-life. As a result, customers are less sensitive 

to products that can be handled easily after their use. 

Drivers, on the other hand, are those factors that proved to be beneficial to boost companies 

to adopt a more Circular Economy business model. From an environmental perspective, the 

main drivers are: 

 The demand for resources continues steadily to grow the circular economy by relying 

less on natural raw materials and more on recycling existing products, and this could 

help fight resources’ scarcity.  

 According to COP214, all parties should keep global warming below 2°C. For that goal at 

least a 50% reduction of total greenhouse gas emissions is required. According to a 

study from Deloitte (Deloitte 2016), applying scaled circular economy strategies could 

meet 60% of this objective. Indeed, implementing circular economy models in the four 

                                                             

 

4 Conference of the Parties – Paris 2015 
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key sectors: food, construction, automotive and electronics could reduce the CO 2 

emissions by 550Mt eq. 

 Environmental destruction of biological habitats. Habitats conversion to farmlands, 

consumption of resource-intensive foods, large-scale use of grains for animal feed and 

excessive food waste by consumers aggravate pressures on biodiversity. In principle,  

the pressure created by the exhaustion of natural capital and environmental 

degradation may accelerate CE.     

 

2.7 Technical and knowledge factors  

Drivers and obstacles to the transition to CE rarely come isolated, in only one driver in one 

sector or value chain. Typically, several factors are in play and often the factors influence each 

other. Technical and knowledge drivers/barriers come often together and are also internally  

related to policy, regulation and legal framework, social, cultural, or economic, technological 

or infrastructural contexts. 

Building institutional capacity for CE practices involves the development of policy, technological 

and network facilitation knowledge, as well as establishing effective communication channels 

and helping to create conducive conditions for various participating stakeholders, where 

Information and Communication Technologies (ICT) play a key role in promoting and 

establishing collaborative networks.  

Intermediaries also termed as “knowledge brokers” or “circularity brokers” play the role of 

being knowledge catalysts, by means of merging network research and circular supply chain 

research: connecting, informing, protecting, mobilizing, integrating and measuring. These 

intermediaries bridge “circularity holes” and “structural holes”. A circularity hole exists because 

the value of a good is not recognized by its owner and/or by the potential receiver. The 

structural holes are the absence of connections where the information or knowledge cannot 

be transferred to other actors yet, is kept by its possessor and maintains its original value. The 

core function of the broker is to fill the gap between actors who have no ties with each other 

and allow them to get access to each other’s information or (technical) knowledge. So, they 

can transform knowledge barriers into knowledge drivers. 

Henry Chesbrough, who formulated the “Open Innovation” paradigm, defines it as “the use of 

purposive inflows and outflows of knowledge to accelerate innovation”. And what is the CE 

shift if not a ground-breaking innovation? Shifting the paradigm, from a linear to a circular 

business model, will imply changing ways of work, thinking, dealing with uncertainties, to 

achieve common goals effectively and successfully. This means that organisations can and 

should use external ideas as well as internal ideas, and internal and external paths to market 

and stakeholders. The reason is that the resources and technical knowledge required for 

shifting from a linear model to a circular model are not always available within the company's 

boundaries. The innovative capacity of an organisation, no matter the size, sector or type, 

depends largely on the ability to access existing resources in technology providers, service 
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providers, customers, investors, competitors, and even technical expertise that may not exist 

inside the company, especially in the case of micro and SMEs. So, innovation cannot exist 

without collaboration.  

The European guiding specification CEN/TS for Innovation Management System, part 5 – 

Collaboration Management – explains that collaboration “helps to improve opportunities for 

successful creativity and innovation”, by sharing multidisciplinary teams/researchers working 

in a common goal - access knowledge. Helps to “access to new geographic markets or new 

segments through products/services that bring together the distinctive competencies of the 

partners”, or even “coping with increasing technological complexity” by sharing the know-how 

or technical expertise. Access to Technology for Rs, access to information and communication 

technologies, such as digital intelligence, networks, collaboration platforms for industrial 

symbiosis, etc., are Circular Economy success factors. But, enabling these drivers may not be 

easy without proper collaboration, access to knowledge and technical expertise. In this way, 

technical and knowledge factors can easily become barriers to a truly CE ecosystem. 

Universities, research organisations and specialist consultancies themselves must collaborate 

with companies in enabling synergies to be established through the provision of highly 

specialised knowledge. On the other hand, managers can also play informal relationships that 

enable initial synergies to be coordinated and thence larger CE (namely, Industrial Symbiosis) 

networks to flourish. 

Companies, especially from construction, manufacturing and crafts sectors, may ask: 

 How may collaborative technologies support the development of a CE strategy adapted 

to my company?  

 How may data integrity be granted in my circular ecosystem?  

 Which role may Distributed Ledger Technologies play in my circular ecosystem? 

 How may Enterprise Systems embed CE management processes? 

 Which may be the most effective and innovative ICT to leverage in my CE ecosystems? 

 To which extent may technology-enabled process innovations contribute to the success 

of a CE strategy in my company? 

The answer to these questions may lie in continuous search for knowledge, and a collaborative 

culture inside companies, where innovation needs can only be fulfilled with the help of external 

resources: infrastructures, specific technology, human resources – with proper skills & 

technical expertise - costs sharing, intellectual property sharing, or even access to other 

markets.  

In order to assess the importance of the Technical and knowledge factors for your organisation, 

you can ask yourself the following (additional) questions: 

 Does my company belong to any “collaborative network(s)”?  If not, what benefits could 

it bring?  
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 Can I identify “circularity holes” within my company?  

 Can I identify “structural holes” within my company?  

 How can my company benefit from an “Open Innovation” approach?   

 Can I identify stakeholders that can support my company in their Circular Economy 

transition (for example, Universities, research organisations, specialist consultancies 

and even competitors)? 

 With whom can I establish informal relationships that enable my company's synergies 

for Circular Economy transition?  

 

2.8 Supply chain factors  

Modern day supply chains, often incorporating complex networks of information and business 

processes, play a crucial role in the fostering of CE initiatives into an SME. Therefore, it is 

important to understand the main supply chain related drivers and barriers when it comes to 

applying CE strategies.  

Retaining valuable resources in a closed loop will help SMEs reduce the demand for primary 

raw materials and enable supply chains to mitigate their supply dependence and exposure to 

price volatility. Metal manufacturers are a good example of how supply chains benefit from the 

existence of recycled (scrap) metal markets. In addition, CE facilitates the collaboration 

between suppliers and customers driving transparency across the value chain. Moreover, CE 

aims at zero-waste generation and optimal energy utilization, therefore establishing a CE 

framework can help SMEs enhance the efficiency of resources in supply chains, optimize the 

logistics and reduce costs, eventually leading to higher economic gains. Finally, incorporating 

CE in SMEs supply chains can amplify product differentiation and help firms improve their brand 

image.  

On the other hand, a major supply chain barrier for SMEs is the limited number of suppliers in 

the market offering circular materials. Since CE is still a rather new model, there hasn’t yet been 

established an adequate number of suppliers able to provide SME’s green materials. In addition 

to that, firms report that the absence of network support both by customers and suppliers 

deriving from lack of environmental awareness does not help in the direction of green 

procurement or product life extension. Furthermore, another supply chain barrier for SMEs are 

the uncertainty in the quality and volume of the return flows that prevent accurate planning or 

impose additional costs during processing. SMEs procuring materials from the recycled market 

are exposed to increased technological and economic burdens when dealing with impure or 

low-quality inputs in their operations. This barrier is also closely related to the bad recycling 

practices followed by the industry or public authorities that prevents re-usage of the materials.  

An organisational aspect that influences the implementation of CE in supply chains is related to 

the industry attachment on the linear model. Thus, it is often the case that managers choose 

to invest in the development of a new product or in a marketing campaign and not in 
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technologies that promote resource efficiency or waste management.  Finally, the additional 

cost of transporting back unused materials to the suppliers has also been identified as a supply 

chain barrier. 

When evaluating the importance of the supply chain factor, it is important to consider the 

following questions: 

 Would dependence on your existing suppliers be mitigated if a secondary supplies 

market existed? 

 Would a secondary supplies market reduce your company’s exposure to raw material 

price fluctuations? 

 Would CE initiatives enhance resource efficiency and optimize logistics in your 

company? 

 Are there alternative suppliers able to offer green resources to your company’s supply 

chain? 

 Is your network of customers and suppliers interested in participating (e.g. actively 

involved in recycling, providing green supplies) in green supply chain initiatives? 

 What is the tolerance of your company when it comes to processing recycled supplies, 

possibly of lower quality than the existing ones? 

 Is a green supply chain a priority for the top-management of your company? 

 

3 Concluding remarks 

The successful transition of SMEs and micro-enterprises, like any business, to the CE requires a 

deep understanding of the factors involved. The international literature recognises the 

following factors in general, i.e. Organisational, Financial, Political, Legal, Social, Environmental, 

Technical and knowledge, Market and Supply chain, which may act as both drivers and barriers.  

This document offers a methodological approach to facilitate SME/micro-enterprise owners 

and managers to assess the broader operational environment of their business. In this 

direction, the most important factors are analysed and, for each factor, a number of questions 

are provided to guide those taking responsibility for the transition of the business to a CE 

framework.  

Having understood the CE Framework, construction, crafts and manufacturing SMEs and micro-

enterprises can then implement the transition to the CE by using both the self-rate tool results 

and the educational material that will be created in the context of the project.  To further help 

the users, the REFRAME will also create the iLearn Tool (IO4), which will include the CE S-R Tool, 

the CE Course and the CE Framework. The user will use the S-R Tool and get personalised results 

in terms of a proposed step-by-step guide (CE Framework) on how to implement CE processes 
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for the company and a proposed learning pathway (CE Course) that should be studied in order 

to be able to implement the CE processes. In this way, REFRAME will show target group 

enterprises how to scale up by understanding, utilising and investing in CE and assist them to 

incorporate a safe and effective set of CE processes and principles.  
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