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1. Introduction

SiLvIA BARBERO

How can design innovate policy formulation for sustainable development and the growing
of circular economies? How can the bottom-up and top-down approaches coexist with
a common goal? The first question is especially interesting for all policymakers since it gives
them a new methodology to set and face the problems. There is no one-fit-all solution, but ev-
ery context and region can define its way to reach a local economic development towards zero
emissions. In this sense, all the actors involved in this process should communicate and work
together with the same clear objective. Design certainly has an undeniable capacity to facilitate
and mediate different competencies (Celaschi, 2008). Furthermore, real cases like RETRA CE
demonstrate the ability to coordinate these competencies and manage complex problems for
designing innovative policies.

The prevailing model of public policymaking, which focuses on reducing a complex problem
into smaller more manageable components, is obsolete for the modern challenges. In the last
century, as presented by Erik-Hans Klijn (2008), the public administration has evolved in
understanding this complexity. Researchers have gradually studied and recognised the com-
plexity of public policy implementation, which has increased due to the conceptual move from
government to governance, but it is still necessary to have effective tools for designing policies.
Significant debate has been going on about the importance of networks in which public policy
is formed and realised. Indeed, as underlined by Chapman (2004), the current policymaking
relies on a rational model that does not take into account the complexity of the context. Tra-
ditional mechanistic models are wrong in assuming that the system is stable and balanced, in
contrast with the norm of change, in the instability and disequilibrium of dynamic, non-linear
systems (Sanderson, 2009).

It is evident that most of the methods and tools used nowadays are obsolete to cope with the
dynamic structure of society and are not sufficient to develop meaningful policies. If on one
side the failure of the process of policy formulation mines the trust in the government capacity
to make a change, on the other hand, to accept and see society as a complex system “suggests
limitations on the ability of policy analysts and policymakers to change the dynamics of social
phenomena (Elliott, Douglas, 1997).”

This turning point illustrates the reason behind the slow shift of the public policy domain in
moving from a mechanical model to a more systemic one. In fact, system thinking as a gen-
eral theory appeared in the 1950s (Chapman, 2004) and began to be discussed among 20th
and 21st-century scholars in the publicssector domain (Zokaei et al., 2010). These studies
investigated how to use system thinking in the public sector and had an influence mainly on



the analysis of complex issues and decision making in ambiguous and uncertain conditions.
In the last decades, design has changed from a traditional, product-oriented design process to
designing finding solutions for complex and often intractable social, environmental, and even
political problems. Its focus has shifted from “objects” to a “way of thinking”, and in doing so,
the transformation has assumed a more human-centred approach (Brown, 2008).

Design can play an active role next to the optimisation of the resources and the minimisation
of the budgets. In fact, it can reduce political, social and cultural disruption ensuring a more
resilient solution. The need for a human-centred design for a systemic change reveals that system
thinking studies lack consideration of human interaction (Norman et al., 2015).

This is the third, and the last volume that illustrates the challenging and experimental path of
the RETR A CE project coordinated by designers with a Systemic A pproach to policy design.
The first one explains the Systemic Design methodology for defining the policy path towards a
Circular Economy in the European Regions. Even if RETRA CE contributes to promoting
the implementation of a Systemic Design approach as a practical methodology to boost the
transition towards a Circular Economy, it is not merely theoretical; it is a framework for tangible
actions to be developed. These concrete actions are evident in this third book which collects the
five Regional A ction Plans (R A Ps) delivered by the European Regions involved in the project.

The second volume aims to clarify the influence of Circular Economy Good Practices on the
identification of solutions to tackle the identified Policy Gaps. The Good Practices provide an
overview of the existing private and public bodies that are contributing in different fields to the
implementation of circular business models. It also delivers specific knowledge and inter-stake-
holder cooperation in the area of a Circular Economy to define five policy guidelines to solve
the gaps. These five policy guidelines involve the Managing A uthorities at different levels, thus
the discussion on them is provided in this last book, which gives voice to all the actors involved.

The third book aims to complete the first phase of the project, as it collects the thoughts at a
different level and from a different perspective. The first contribution to this fruitful debate is
given by Piotr Barczak, Policy Officer for Waste at the European Environmental Bureau. He is
responsible for the waste policy at the European Environmental Bureau and represents the voice
of around 150 national NGOs dealing with environmental protection. Barczak underlines the
importance to have a more Systemic A pproach to the Circular Economy otherwise the risk is to
remain in a simple and linear mechanism to reduce, reuse and recycle. The second contribution
describes how the transition towards a Circular Economy is urgent in all Europe and how it
can be appropriately tackled only if each level of governance works for the same objective and
with the contributions of all stakeholders. Simona Bonaft, Parliament’s Rapporteur on the
EU Circular Economy Package, presents the actions that at a higher level of governance can
be done and how the top-down approach can stimulate all the European Regions towards the
same virtuous goals. Marfa Lozano Uriz, European Officer in the Committee of the Regions
(CoR) inthe SEDEC Commission, is Responsible for digital issues, research and innovation.
She underlines the role of the CoR as a promoter of sustainable regional growth and which
tools promote the interregional cooperation ecosystems. Moreover, the Unit for Clusters, Social



Economy and Entrepreneurship in Directorate-General (DG) GROW, shows the crucial role
covered by social enterprises and a social economy as a connector between environmental sus-
tainability and societal health. Besides the contributions by distinguished authors external to the
project, the partners of RETR A CE contribute with some reflections useful for all the European
Regions that intend to undertake the same path. Carolina Giraldo Nohra and Agnese Pallaro,
from the Lead Partner perspective, show respectively how the Systemic Design methodology
can support the European governance towards a Circular Economy and the real actions de-
livered by the Managing A uthorities. To be authentic and inspiring for other Regions, a brief
explanation of the five RA Ps delivered to RETR A CE is presented. The volume also includes
the full texts, in their original language, by all the responsible Managing A uthorities who signed
the RAPs in early 2018: Italian for Piedmont Region, Spanish for Bizkaia, French for Nouvelle
A quitaine, Slovenian for Slovenia, and Romanian for Romania’s North-East Region. In this
book, the Policy Brief in English is shared to inspire policymakers from other Regions who
want to improve their actions towards a Circular Economy. Lastly, but not for importance,
Matjana Dermelj, from the Government Office for Development and European Cohesion
Policy, Development Policies Division, of the Slovenian Ministry, one of the RETRACE
partners, summarises the guidelines for policymakers and managers supporting the Regions
towards the Circular Economy with real actions.

This book reflects the fruitful debate of the RETR A CE Interregional Dissemination Event,'held
in Bruxelles on 22 March 2018. Organised in 2 morning session, not open to the public, with
invited partner Regions’ politicians and policymakers, and EU policymakers for disseminating
the regional Policy Briefs and Policy Road Map; and in an afternoon session, opened to a broader
audience, targeting EU Regions representatives, development agencies and other stakeholders in-
volved in the promotion of Circular Economy. The morning interregional Policy Panel discussed
how the milestones that can emerge from the RA Ps produced by RETRA CE could serve at the
various levels. The debate included different interventions from Michal Kubicki, Policy Officer
for Circular Economy (DG Growth), Maria Lozano Uriz, CoR Commission Secretariat (SE-
DEC), Piotr Barczak, Policy Officer for Waste at the European Environmental Bureau, Marjana
Dermelj, from the Government Office for Development and European Cohesion Policy, Devel
opment Policies Division, of the Slovenian Ministry, and Vincenzo Zezza, Director for Research
Innovation and University of the Piedmont Region (Italy). The afternoon conference was divided
into two parts: the first one with two phenomenal keynote speakers (Janez Poto¢nik and Paola
Migliorini), on how the CE is shaping the EU Regions; the second one on the RETRA CE five
RAPs and how they foster Regions into adopting integrated policies for the transition to a CE.

This last part was a discussion with Jean-Pierre Halking, Vincenzo Zezza and Eva Maria
Revilla. This Interregional Dissemination event was successful not only for the number of at-
tendees, neither for the high visibility it had on the media, but for sparking a dialogue with the
European policymakers and politicians. This book confirms that the dialogue is still alive and
the interest in the results that RETR A CE provides is very high, also at an EU level.

To speed up local development towards a CE, it is crucial to establish a dialogue among all
the members of the policy processes and to pursue complementarity between the top-down and



bottom-up approaches. The notion of good governance is related to efficient public government
institutions. At the local level, this involves developing partnerships between top-down govern-
ment initiatives and bottom-up local institutions and policies; at a European level, strengthening
relations among different secretariats through agreements while listening to the needs of Nations
and Regions with a bottom-up approach. Eventually, the ultimate goal of adopting a synergetic
approach is to reinforce strategies and policies towards a CE (Lambi et al., 2013).

! Circular Regions on the Way. A Vision on Cohesion Policy Beyond 2020.
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2. Think Circular, Watch Your Waste.

Introduction to a Circular Europe

ProTr BARCZAK

Europe is fostering the idea of a Circular Economy, in which waste is prevented and resources are preserved. This approach
is not a mere economic option, but an urgent need if we want to secure a sustainable living for our future generations. This
essay provides a journey through the objectives set by Europe concerning CE and its related challenges and opportunities,
exploring the implications at different levels, from policymaking to packaging design, from the EU perspective to the
Regional one.

2.1 Paving THE WAY TowArDs A CiRcuLAR EUROPE

The need to move to a CE is evident. Our model of production and consumption in Europe is
unsustainable. Many products become waste way too quickly, and the materials they contain are
landfilled or destroyed in incinerators at an ever faster rate. The world cannot afford to continue
wasting so many of its resources, especially our resource-poor and import-dependent Europe.

At present, Europe does not take into account the impact of its production and consumption
patterns in developing countries. For example, Europe’s Ecodesign standards do not take into
account the effect of poor product design on poverty in developing countries. The carbon di-
oxide embedded in materials or linked to material extraction is not correctly evaluated. Today,
over §0% of waste in Europe is burnt or buried, destroying valuable resources that are often
imported from countries outside Europe at high costs. This is both an economic and environ-
mental suicide.

Europe has a chance to take the fast lane by bringing the EU legislation on waste in line with
the Circular Economy. However, swiftness is vital, since any delay comes at the expenses of
job creation, carbon dioxide savings and other economies which are quickly catching up with
EU standards.

The European Commission’s impact assessment’ of the new waste directives estimates that
by 2030 a strong CE can lead to the creation of §80,000 new jobs and savings of €72 billion
yearly. Also, between 146 and 244 million tons of GHG emissions could be avoided by 2020
through the reinforced application of the waste hierarchy, according to which waste prevention
is the number one priority, followed by recycling. If on top of a 70% recycling target we also
add more preparation for reuse (especially furniture and textiles) then the potential for new jobs
could reach 867,000 units. This would improve the competitiveness of EU waste management
and recycling sectors, and provide greater resource security with secondary raw materials being
re-injected into the economy.
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It is important to regard these opportunities from both a global and local level. The comple-
mentary approach of top-down policies and bottom-up activities is necessary to address the
challenges in the most effective way. To strengthen grassroots movements we need to engage
local citizens’ associations and their representatives at EU level. The role of local organisations
is crucial in fostering both democracy and environmental justice, as they have the necessary
knowledge and understanding of local issues concerning development, urban structure, in-
dustry, tourism, etc.

Unfortunately, the debate in Brussels is dominated by national governments and big indus-
tries, with Regions being very often underrepresented. Some of the issues that are going to be
discussed in 2019 and beyond have a high potential to engage Regions such as the revision of
essential requirements for packaging, extended producer responsibility for textiles, ecodesign
and chemicals standards. Regions are likely to take most of the responsibility for the successful
implementation of such measures, but will also be the ones benefiting the most.

There is a need for progressive Regions and local businesses to be more visible in Brussels to
raise the ambition bar. In many cases, inter-regional cooperation could also be very beneficial,
for example in research, installations planning or purchases, which would help to reduce the
costs of transition. Regions and NGOs should also have a more prominent role in planning
national CE strategies. The national authorities shall reduce the development gap between
Regions without slowing down the frontrunners in CE policies.

The EU Waste Legislative Package (European Council, 2018), officially published in June
20138, is the main legislative part of a broader EU Circular Economy Strategy and the beginning
of a new era for many countries.

EU countries are now required to recycle at least §§% of their municipal waste by 2025, 60%
by 2030 and 65% by 2035. Other approved measures include a 10% cap on landfill by 2035,
a separate mandatory collection of biowaste and stricter schemes to make producers pay for the
collection of crucial recyclables. Recommendations also include economic incentives for reuse,
deposit-return schemes, food donations and the phase-out of subsidies promoting waste.

These laws outline a significant plan for the transition of the EU economy towards a more sus-
tainable model and are a clear opportunity to help it recover even further. There are already some
good examples in Europe that grew out of voluntary actions of businesses. However, without a
proper regulatory and economic framework, they will remain marginal compared to the more
conventional and powerful, conservative business interests. Today, according to the new waste
laws, the EU has moved forward with the regulatory framework to extend the concept of the
Circular Economy. The lengthy negotiations on waste laws reached a reasonable compromise,
but we need to take into account the time required by the slowest countries to adopt more sus-
tainable waste management. The timelines and milestones are undoubtedly achievable for all,
regardless of the starting point.

Some Regions are already pioneering good CE practices, paving the way for others, testing solu~
tions and showing examples. This is the right approach. Other regions that have not recognised
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the CE as a priority so far can still catch up by implementing some of the policies that have been
agreed upon at the EU level, without waiting for their national authorities to convert them into
their national legislation. Eventually, the Regions are responsible concerning waste manage-
ment policies and will bear the costs of inaction or harvest the benefits of a smooth transition.
However, Regions should also look into ways to bring CE approaches into sectors where they
preserve their competencies. These include green public procurement, ecolabelling, mobility,
prevention programmes or support schemes for reuse. The accompanying EU funds shall fol.
low the sustainability waste hierarchy principles when financing regional investments in Europe
and beyond, such as the RETRA CE project within the Interreg Programme which fosters
inter-regional cooperation in the area of CE, as well as EU development funds addressed to
the Global South.

2.2 WHAT SHouLb BE DoNE?

First, we need to change our mindset about waste. Waste means resources, which in turn have
economic value. Today Europe sends over 0% of its waste to landfill and incinerators, which
is an economic folly as well as an environmental one.

Instead, waste prevention and recycling can become drivers for the European economy and its
industries. They should not be considered as obstacles to growth or a burden on businesses.
A European Environmental Bureau study (EEB, 2014) showed that if the EU adopts higher
recycling targets and reuse targets for products among other things, it could create as many as
860,000 new jobs. The “three Rs” — reduction, reuse and recycling — can shift the focus of
decision makers from waste generation to waste avoidance. They can also help secure Europe’s
access to plenty of secondary materials which will make our economies more resilient to resource
shortages and price hikes.

However, we will not build a CE only by increasing the amount of recycling within our current
production and consumption patterns. We need to reduce the waste we generate; one way to do
that is through legally binding waste prevention targets. European Member States and Regions
can be more ambitious than the EU legislation and set their waste prevention targets. This is
where Interreg projects such as RETR A CE might play a crucial role. A Eurobarometer survey
on the attitudes of Europeans towards waste management and resource efficiency indicated that
80% of Europeans want their country to waste less. This means addressing waste prevention first
and foremost. The argument that methodologies are not ready yet to set targets on prevention
is a weak one, as some prevention targets already exist in Europe (e.g., France, Italy, Flanders,
Scotland and Wales) though they do not exist at a European level. Much is needed on food
waste and marine litter prevention and even outlined as part of our global commitments regard-
ing Sustainable Development Goals.” The methodology should support political goals and not
the opposite. Pretending we cannot set targets because we have no methodology is a dubious
argument used to delay action. The whole history of EU waste legislation shows that first we
have to set the vision and the targets, and then the methodology. This is the case concerning
recently agreed recycling targets, for which the EU will define a harmonised methodology across
the member states in the coming years.
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Secondly, the design of our products has a substantial impact on if and when they become
waste. By requiring manufacturers to design their products to be more repairable and easier to
re-manufacture, we can cut down on much unnecessary waste and at the same time make it
casier for affordable repair services to become mainstream.

The EU Ecodesign Directive can help concerning this issue, as it already promotes energy sav-
ings on electrical and electronic products and could also deliver resource savings. Better product
design (EEB, 2015) and ambitious waste targets must go hand-in-hand to unlock the potential
of a Circular Economy in which nothing is lost, but much is gained.

Thirdly, we have to overcome legislative paralysis caused by the heterogeneous situation across
the EU. True, some countries are more advanced than others. Flanders already recycles 70%
of its municipal waste while Romania still landfills almost all of its waste. However, the EU
must aim high to improve the situation everywhere. Every member state shall gain from higher
recycling or re-use of products, from lower environmental costs related to closing landfills and
incinerators to higher economic and social benefits such as job creation from increased recycling
and re-use.

Our policymakers have to start thinking beyond “linear economics”, in which a product is
made, sold and then discarded, and embrace the circular approach, where we re-use, recycle
and, above all, prevent unnecessary waste. The Circular Economy Package, when it is released
later this year, must provide a comprehensive and ambitious regulatory framework which allows
new business models like repair services and product leasing schemes to enter the mainstream.

Forward-thinking companies, organisations and citizens are signing up to the Circular Econ-
omy while creating innovative schemes and services. The value that is locked up in a more
resource-efficient economic model is around €600 billion with over 2 million jobs. We want
the EC to think circular and help deliver these benefits. Since Europe’s experience can inspire
some practices though it cannot claim mere replication, we should help developing countries
define their own way to a CE. This should be related to the UN Sustainable Development
Goals (SDGs), especially goal number 12 which calls for a change in current consumption
and production patterns. Nevertheless, the CE can help Europe meet the 17 SDGs.

All available studies, including the EC Impact Assessment, state that the higher the ambition,
the better for our economy and jobs. What we need is to accompany the ambition with invest.
ments, competencies and best practices.

Progress on waste management is undeniably not homogeneous across Europe. While some
Regions are performing better than others, this cannot be an excuse for governments and EU
and national politicians to stop progress at the EU level. There is no evidence which demon-
strates that adopting more ambitious policies creates obstacles for the enforcement of existing
waste laws. In fact, the best performers in Europe are the ones thoroughly enforcing current
laws. Besides, an early warning system like the one agreed in Brussels on June 2018 to help
non-compliant member States to fill the gap before the infringement stage.

14



Multiple actions need to be taken to transition to a CE. Some of them will need to include mar-
ket-based instruments, also known as pull instruments, such as tax rebates for repair activities

or recycled content in products. Green public procurement is also a significant instrument to
achieve a CE.

Market-based instruments are needed throughout the whole value chain but especially in the
first stage: ecodesign for easier disassembly and more cost-effective repair/recycling. The value
chain approach is mandatory as we need to preserve the integrity of the materials and their
potential for reuse from the day they are placed on the market for the first time until they are
reused as many times as possible. That means designing products for reuse, using with care,
collecting correctly, disassembling to make the best of each part and material, quality recycling
and of course, business models that oppose the throw-away culture (servicing, new models of
ownership, etc.). An essential aspect is to ensure there is an economic feedback loop between
the initiator of the improvement and the pull incentive. A pull measure only works if the efforts
and value put in products and new business models are not lost along the value chain for those
who made the attempts. For example, if cherry-picking the most valuable materials is done
at the collecting stage at the expenses of those who rely on this value for the reimbursement of
their design investments, and may be left with only paying for the costs, the pull measures will
fail. Attention needs to be paid to how we design the pull measures and ensure their efficiency.

Economic incentives, like enforcement, must come from national and regional authorities and
cannot be stipulated at an EU level. The new waste laws, however, set some criteria where an
agreed EU level approach might be relevant. This applies to producer responsibility schemes as
well as to waste treatments and permissions of installations. That is why we the EEB are setting
minimum requirements for producer responsibility schemes and modulating “end-of-life” fees.

Indeed, if a member state is left alone to decide what to do, we risk a patchwork of rules that
would make it difficult for companies (especially international ones) to improve, as the market
base for returning on investments may be reduced. Also, some member state may not be inclined
to act at all as they would be under the pressure of local industries or because they just do not
have the resources for defining and enforcing solutions. Subsidiarity should be accompanied
by “solidarity”.

Another criticality to take into account is that quality standards for recycling have to ensure
those standards that will pull up the recycling sector and not only reward today’s existing prac-
tices. The standards ideally target that recycled materials are as good as virgin ones. If this is
not possible immediately, notably concerning plastics, there could be graded standards (along
with related labels) so that users of the recycled materials can select what they want to use and
sell it to their clients. A nother must is to reject any leniency for hazardous contents in recycled
materials. A CE can only work if materials are detoxified, and the same rules are pertaining to
virgin materials are applied to recycled materials.

There is one crucial external factor that will shape the CE in Europe; namely the Chinese
ban on importing foreign waste. China has recently enforced its customs to crackdown on the
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smuggling of foreign waste. This action has triggered much attention in those countries, which
massively depended on it. The official response of the Chinese government to justify its move
has been the decision to clean up the consequences on the environment, which include waste
prevention, boosting recycling infrastructure, fight littering and improving air quality. It is my
opinion that this significant action is useful both for China and for the whole world. Countries
that used to send their rubbish to China will now have to rethink their relation to consumption,
waste and resources. Better management of waste and more CE are enormous opportunities not
only for businesses but also a great chance for the creation of local jobs. Eventually, we could
say that those countries will, in fact, stop exporting pollution and importing unemployment.

Many practices will need to change in the packaging sector to meet the CE criteria, according
to which resources and associated value circulate as long as possible. The loops can be open
or closed as far as the material flows. Moreover, the CE’s priority is also the so-called absolute
decoupling of the environmental impact of our production and consumption; and this can be
achieved only by reducing the consumption of materials. In the case of packaging, this translates
into substituting plastic single-use packaging with more robust and reusable packaging. In fact,
this is not such an abstract alternative, as our parents or grandparents used to buy in bulk and
use reusable packaging. CE has to mobilise people to rethink their consumptions patterns and
incentivise reusable packaging.

Regions can implement a specific measure to significantly improve their waste management,
reduce landfill and incineration and indirectly influence consumers behaviours. This measure
is called pay-as-you-throw (PAYT). It proved good results in municipalities that have applied
it to their waste collections schemes. The burden of the cost of waste management will thus shift
to those who produce larger amounts of residual waste. This fee will not apply to well/separated
collected waste (recycled, biowaste) but only to residual waste. This measure will push people
to rethink their consumptions patterns and incentivise reusable packaging.

! Available https://eur-lex.curopa.cuflegal-contentfes/ ~ * Available https://www.un.org/sustainabledevels
TXT/[uri=CELEX%3A §20145C0207. Accessed  opment/sustainable-development-goals/. Accessed
20[05/2018. 20[05/2018.
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3. From the Regions to Europe: RETRACE
In the Wider Picture

AGNESE PALLARO

RETRACEis characterised by being lead by designers, who have strongly marked its path by sharing a new methodology
( Systemic Design) which enables to achieve the project’s goals successfully. Moreover, RETR ACE has the broader
objective to actively contribute to Europe’s transition to a CE by strengthening EU Cohesion Policy. How the project
can contribute to these challenging goals is the subject of this chapter, in which distinguished authors external to the project
share their vision.

The European context is rapidly and radically being redefined on many levels, with wnprecedented challenges questioning
core aspects of its founding principles. The redefinition process also involves the policy framework concerning the promo-
tion of a CE, with the recent approval of four divectives on the Circular Economy by the European Parliament, which
generate different impacts, from the macro-European (and, consequently, global) context to the micro-regional and local
one, explored in the first contribution by Simona Bonafé.

While the redefinition of common policies is crucial, they risk losing effectiveness along the way from the macro to the
micro dimension if the local contexts are not prepared adequately to receive them; just as the seed needs fertile soil to sprout.
Regional Innovation Ecosystems, as Matia Lozano Uriz calls them in the second essay, stressing the role of the Com-
mittee of the Regions in ensuting bottom-up approaches find their way from the local to the European dimension.

The context to effectively implement a CE goes way beyond the conventional definition of CE such as better management,
reduction, and valorisation of waste, which is a correct but diminishing perspective. The transition to a CE needs a systemic
change on several levels, which engages societies at large, from economic actors to regional authorities and single citizens.
Among them, a key role is constituted by social enterprises and a social economy as a connector between environmental
sustainability and societal health, which is explored in the third contribution by the Unit for Clusters, Social Economy
and Entrepreneurship in Directorate-General (DG ) GROW.

The RETR ACE project lies between these two perspectives. On one side it suggests a new methodological framework
to approach policy design. On the other, it provides real tools to support the development of that much needed fertile soil.
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3.1 The European Union Fostering
the Circular Regions

SiMONA BONAFE

Circular Economy is an indispensable component of the European Union’s efforts towards the transition to a sustainable
econony, releasing fewer carbon dioxide emissions, using resources efficiently and at the same time remaining competitive.
This transition offers Europe the opportunity to transform its economy while generating new sustainable competitive
advantages. Going circular will require maintaining for as long as possible the value of products, materials, and resources
while keeping the production of waste to a minimum.

3.1.1 CIRcuLAR Economy IN THE EUROPEAN UNION: TARGET, CHALLENGES,
ACHIEVEMENTS

On 18th April 2018, the European Parliament approved, the four directives on the CE for
which I was rapporteur. Now, Member States have two years to transpose these directives,
and as it is always the case with innovation, the sooner the better. No time must be wasted: all
studies agree that the new policy framework has the potential to unlock impressive savings for
companies and citizens, preserving the environment and reducing carbon dioxide emissions.

The EU Circular Economy strategy will also have to take on an international reach: in a glo-
balised economy, environmental impacts must be analysed in the different segments of the global
value chain, from the supply of raw materials to the recycling process of waste. Effective CE
actions can provide tangible contributions to the goals of the Paris Agreement.! Climate change
is indeed one of the major challenges of our time, and implementing the Paris Agreement
clearly goes beyond energy policies. Our strategy shall be based on greater consistency, which
is essential for the implementation of the commitments made by the Union and its Member
States at international level, in particular in the context of the United Nations 2030 Agenda
for Sustainable Development and the G7 Resource Efficiency Alliance.

We aim to “close the circle”, complementing the measures contained in the legislative text,

and therefore, meeting the SDGs adopted in 2015 by the UN, with particular attention

to SDG 12 on sustainable consumption and production. Our action focuses on different
macro-areas.

+ Improving the product design by promoting its reparability, durability, and potential for
improvement and recycling through the Ecodesign Directive and extended producer res
sponsibility schemes. Furthermore, we must encourage resource efficiency in production
processes, facilitating the industrial symbiosis transforming industrial by-products into raw
material for other industries. In other words, the goal is to reduce environmental impact and
create business opportunities, especially for SMEs.

+ Better information towards consumers on the sustainability of the products they purchase
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through labelling, to encourage innovative forms of consumption and integrate the needs of
the CE in the field of Green Public Procurement (GPP).

+ Promoting the creation of markets for secondary raw materials, setting quality standards for
materials recovered from waste, encouraging recycling in fertilisers, promoting non-toxic
recovery cycles, facilitating the safe reuse of treated wastewater.

+ Promoting innovation regarding the CE through a set of existing instruments (such as the
Horizon 2020 Programme) to foster new skills within the workforce and engage with various
stakeholders through sectorial platforms.

- Suggesting a monitoring framework for the CE starting with the existing indicators.

The newly approved CE directives establish specific goals concerning waste management for
the next decade, as already mentioned by Piotr Barczak in chapter 2. Despite strong ambitions
within the old continent, not all Member States are aligned on the same standards. In this sense,
some Eastern European countries, for example, have very high landfill rates, equal to 70-80%.
Disposing of waste in a landfill does not make any sense in a CE, as well as being a risk for
water, soil and air pollution. On this issue, by 203, urban waste disposed of in landfills will
be reduced to make up a maximum of 10% of the total urban waste produced.

The new legislation also addresses critical issues like marine litter and food waste. About the for-
mer, we aim to reduce its generation. Regarding the latter, we acknowledge that the phenomenon
must be tackled not only for environmental reasons but also as a matter of ethical responsibility. For
this reason, we have incorporated in the EU Legislation the target set in the SDGs to “halve the
global level of per-capita food waste at the retail and consumer level”, in particular by developing
a standard methodology for measuring food waste and clarifying European legislation.

3.1.2 THE RoLE oF REGIONAL AUTHORITIES IN THE TRANSITION TOWARDS

A CircuLAR EconomY AND SusTAINABLE PropucTioN AND CONSUMPTION
Economic actors, such as businesses and consumers, are key players for driving this process. The
new regulatory framework for the development of the CE is sending clear signals to the economy
and society in general. Longterm objectives in waste treatment, as well as in preparing con-
crete and ambitious actions to be implemented, require a significant role for local and regional
authorities that can make the difference in enhancing the transition. The Union’s action must
case their task by stimulating investments and creating favourable conditions for innovation,
competition and the involvement of all stakeholders.

Cities and regions of the European Union will be the driving force behind CE measures. Local
authorities with their knowledge and experience have a privileged vision of local challenges and
opportunities. Therefore, it is of the utmost importance to ensure them an adequate functional
and financial autonomy. Building on experiences such as local participatory development and
investment, Integrated Territories® will be able to provide valuable support to local stakeholders
by providing funding flows and allowing the planning of local initiatives for the CE.

The amount of investment required to implement all of these measures is impressive and covers
a wide range of aspects, such as infrastructures, services, research and innovation, and public
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communication. Regions can have a crucial role in the definition of projects matching differ.
ent types of EU supporting programmes and channels of financing, both public and private.
Building on the experience of ESI, progress must be made for new rules enabling future EU
initiatives to bring financing opportunities closer to the local level and smallsscale projects.
Member States should involve local and regional authorities in defining their national strategies,
drawing up the necessary technical and fiscal measures, setting up financial support systems and
exchanging Good Practices.

3.1.3 THE RELEVANCE oF PoLicy Outcomes oF REGIONAL EXPERIENCES LIKE
RETRACE N SuPPORTING THE TRANSITION

To move towards a CE, changes must occur in the entire value chain, from product design
to market and company models, from methods of transforming waste into resources to con-
sumption approaches. Therefore, a real systemic change and a strong and innovative drive are
required, not only regarding technology but also concerning organisation, societal approach,
financing methods and policies. Hence, projects like RETR A CE prove particulatly precious
in strengthening the change at a local level.

Supporting Systemic Design as a method, allowing both local and regional policies to move
towards a CE is essential to a transition where waste, rather than being released into the envi-
ronment, is introduced from one industrial process into another.

The industrial sector has already recognised the great opportunities offered by the increase in the
resource productivity. More efficient use of resources along the entire value chain could reduce
material needs of 17%-24% by 2030, with savings for the European industry of the order of
D630 billion per year. According to studies on modelling at the level of products, by adopting
approaches based on CE, the European industry could achieve substantial savings on the cost
of materials. The potential is so vast that the EU GDP could raise up to 3.9%, through the
creation of new markets and new products that will bring additional value for companies.

In conclusion, overexploitation of natural resources, climate change and biodiversity loss are
global issues inextricably linked to rapid industrialisation, urbanisation and demographic
trends. Through the CE package, we contribute to face these challenges. The EU is thorough-
ly committed to achieving progress in terms of resource efficiency. Recycling is progressively
becoming an ordinary activity for industries and families across the EU. Nowadays, thanks
to technological innovation, growth and sustainability can go hand in hand. It is now time to
accelerate the process, extending efforts to different product areas and delivering benefits that
only a forward-looking strategy can achieve.
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3.2 European Regions as Leaders
for a Cohesive Sustainable Growth

Maria Lozano Uriz

The role of the Committee of the Regions is ensuring the voice of the territorial dimension is heard at the European Level.
This essay describes how the CoR is pursuing broader EU objectives, such as strengthening the Cohesion Policy and
stressing the relevance of the local level and a bottom-up approach to build R egional Innovation Ecosystems.

3.2.1 EUROPEAN REGIONS AND MuLti-LEVEL GOVERNANCE

The political action of the European Committee of the Regions (CoR), the European Union’s
assembly of local and regional representatives, is based “on the belief that cooperation between
European, national, regional and local levels is essential if we are to build an ever closer and
more mutually supportive union among the people of Europe and respond to the challenges of
globalisation.” This is the CoR mission statement from which all its work stems.

Therefore, our primary work is to involve regional and local authorities in the European deci
sion making process and thus to encourage greater participation from our citizens. It channels
the experience and expertise of the regional and local authorities into EU decision making.

As a European Union advisory body representing the local and regional authorities, bringing
the territoriality concept into the EU arena, the European Commuittee of the Regions intervenes
at several stages of the EU law.making process. Moreover, it also works closely with national,
regional and local authorities, making their voices heard while fostering political debate, not
only in Brussels but also in EU Regions and cities, outside Europe and online.

The CoR also works closely with the other EU institutions, notably the European Com.
mission, the Parliament and the Council, to ensure that EU legislation and policies respect
the prerogatives of cities and Regions and are in line with the principles of subsidiarity and
multi-level governance.

3.2.2 SuSTAINABLE GROWTH: THE FIRsT PoLiTicAL PrioRITY

The first of the five political priorities that the CoR has established for the current term 2015~
2020 is “creating jobs and sustainable growth in cities and Regions to provide a better quality
of life for citizens”. The CoR considers that a new entrepreneurial spirit combined with a
functional Digital Single Market and Smart Specialisation Strategies could lead to new skills,
knowledge, innovation and employment. A bottom-up approach is required to stimulate tar
geted investment in the real economy and to trigger an exchange of best practices.
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A projectlike RETR A CE fits indeed perfectly this assumption. Promoting a Systemic Design
as a method allowing local and regional policies move towards a Circular Economy as its core
objective, falls indeed into what the CoR has been supporting for many years.

As President Lambertz has said: “Energy and climate issues must be at the very heart of Eu-
rope’s future. Regions and cities are on the frontline which is why we need EU environmental
policy that is easy to deliver locally to ensure local and regional governments are fully on board. It
is an opportunity to demonstrate that the EU does benefit the lives of all our citizens and proves
that Europe is ready for the challenges of the 215t century.”

In this context, it is vital to define territorial ecosystems of innovation for the next EU multi-an.
nual financial framework 2021—2027. What we intend by regional innovation ecosystems and
innovation hubs is public and private quadruple helix actors (academia, industry, government,
and civil society) organised at regional or local level. These actors coordinate research, innova-
tion, and education activities, and accelerate among them the dissemination of results, knowl.
edge transfers, innovation and development of new economic activities and services creating
sustainable jobs while being close to the citizens and their local needs, which brings research
and innovation close to society.

Regional innovation ecosystems generate a significant impact on the economy and regional
competitiveness as well as great innovation close to ordinary people and their local needs. More-
over, Smart Specialisation Strategies have catalysed the development of regional innovation
ecosystems.

Smart Specialisation aims to boost growth and jobs in Europe by enabling each Region to iden-
tify and develop its own competitive advantages. Smart Specialisation, through its partnership,
brings together local authorities, academia and business sectors in the civil society. The objective
is the implementation of long-term growth strategies.

Research and innovation are not targeted exclusively at companies but also concern public pol-
icies, Circular Economy, health, culture and community life, as well as the social economy and
new economic models, which contribute to the creation of new partnerships, new activities and
new social relationships. Therefore, the exploitation of innovation outputs should focus not only
on conceiving products with an economic value but also services with a social value for citizens.

Scientific excellence is embedded in innovation hubs and ecosystems. Most entities benefiting
from Horizon 2020 and other programmes (universities, research bodies, SMEs and civil society
organisations) are solidly rooted in their cities and Regions. In the future, this element should
also be included in the European budget.

The territorial dimension should also be taken into account when any policy is being framed.

Also, Smart specialisation strategies provide resources for science stakeholders and businesses
and create value for cities and Regions and citizens.
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The economy and the business environments are becoming globalised and interconnected,
while industries increasingly and heavily rely on ICT systems, which are revolutionising indus-
trial processes across all the sectors of the economy, and creating entirely new, digitally enabled,
products and services.

3.2.3 SUPPORTING INNOVATION IN EUROPEAN REGIONS

The CoR opinion on “Strengthening innovation in Europe’s Regions”, adopted in March
2018,’ thoroughly encourages and supports interregional cooperation based on Smart Special-
isation Strategies (S3) which will help to build value and reshape the EU’s value chains by
promoting investment synergies between the private and public sectors, thus contributing to the
development of the EU economy as a whole.

The CoR also highlights that “the future S3 2.0 should be based on interregional strategic
cooperation and sustainable links between regional ecosystems in the priority areas of Smart
Specialisation, as a key to increasing the competitiveness and resilience of the Regions.”

Furthermore, and this pertains to a relevant point for RETR A CE, “Interreg should be able to
finance activities such as shared projects, demonstration activities, new value chain, etc., linked
to Smart Specialisation areas: this would help Regions bringing innovation ecosystems in a
European dimension, supporting the competitiveness of the single market.”

The CoR considers that the 9th Framework Programme, now called Horizon Europe, should
include the regional discovery process and support the creation, strengthening and internation-
alisation of regional innovation ecosystems. Moreover, the use of the ERDF in interregional
cooperation is crucial to the development of the future S3 2.0. Unfortunately, the proposal
published last June® seems to lack the territorial dimension. A more in-depth analysis is thus
required and the CoR will adopt a relevant opinion on it in the plenary session of October 2018.

The CoR has also suggested a favourable legal framework for the next programming period to
promote synergies and the possible combination of funds at all levels (local, regional, national
and EU) to support interregional projects.

As already mentioned, an analysis of the new proposals done by the European Commission
on the future Multiannual Financial Framework — many of them of great local and regional
interest — will occupy the current works in the next months to adopt several opinions by the
end of 2018.

Given the need to work together at all levels, from local to a European level, the following chals

lenges need to be addressed according to the European Committee of the Regions proposed in

its opinion on “Strengthening innovation in Europe’s regions”:

+ Eliminating, wherever possible, the complexity and increasing synergies and coherence of
fund management to create an ecosystem that promotes synergies between regional and Eu-
ropean funding;
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- Establishing attractive financial tools that help to create an interregional cooperation eco-
system;

+ Maintaining a bottom-up approach which takes into account local needs and related prior-
ities of S3 to increase synergy among EU funds.

Currently, one-third of the EU budget is allocated to the EU’s Cohesion Policy which aims at
reducing regional disparities, creating jobs, opening new business opportunities and addressing
major global issues such as climate change and migration. The European Committee of the
Regions is playing a very active role in the support and dissemination of the #CohesionAlli-
ance,’ a coalition of those who believe that EU Cohesion Policy must continue to be a pillar of
the EU’s future. The Alliance was created thanks to the cooperation among leading European
associations of cities and Regions and the European Committee of the Regions. It requires,
starting from after 2020, the EU budget to make Cohesion Policy stronger, more effective,
visible and available for every Region in the European Union. In July 2018, more than 6,100
signatories had given their support.

3.2.4 THE FUuTUuRE OF REGIONAL ECOSYSTEMS

The process of building Smart Specialisations — more comprehensive than regional innovation
strategies and broader than operational programmes of the structural funds — have helped to
create a new “culture of cooperation” within Regions. While the most advanced Regions in
Europe had already achieved the objective, others have benefited from this collaborative, flexible
and participatory process among research and innovation actors and industry that facilitates
demand-led innovation and collective solutions.

Now the time has come to fine-tune their implementation and scale them up by merging funds
and levels of governance for the sake of European competitiveness while tackling global policies
and challenges as the Circular Economy does.

If we want our regional ecosystems to become smarter and be more innovative, they have to
cooperate, share, connect, co-create, be more transversal and scale up from the ground to create
European value chains. Let’s make it possible at all levels, let’s boost this new way of working

for the benefits of our citizens. Projects like RETR A CE are the tangible proof of those benefits.

N.B. This article is written on a personal capacity and by no means involves the institution.
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3.3 The Role of Social Economy
in the Transition to a Circular Economy

UNIT FOR CLUSTERS, SOCIAL ECONOMY AND ENTREPRENEURSHIP
IN DIRECTORATE-GENERAL (DG) GROW

Who does not want to live in a city that is economically prosperous, yet takes into account people and planet as well ?
The Commission stimulates European businesses and consumers to make the transition to a stronger and more Circular
Economy where resources are used in a more sustainable way. Social enterprises have been pioneers in the CE. As Stratan
(2017 ) says, switching from the model of linear economy to a CE approach reduces negative impacts on the environment
and society. It is precisely this what lies at the core of social enterprises: making social impact rather than merely aiming at
economic profit. This chapter explores the role of social economy in the transition to CE, with a specific look at cities and
how the Commission supports this transition.

3.3.1 A Quick INTRODUCTION TO THE SoclaL Economy

There is no universally agreed-upon definition for the social economy. The most recent concep-
tual definition of the social economy by its organisations is that of the Charter of Principles of
the Social Economy promoted by the European Standing Conference on Cooperatives, Mutual
Societies, Associations and Foundations (CEP-CMAF)S. The social economy includes co-
operatives, mutual societies, non-profit associations, foundations and social enterprises, which
can take any legal form. They operate in a vast number of commercial activities, provide a wide
range of products and services across the European single market and generate millions of jobs.
The importance of social economy enterprise in tackling social challenges and fostering inclu-
sive growth has been increasingly recognised in recent years across the European Union (EU).
There are now more than 2 million social economy enterprises in Europe, representing 10% of
all businesses in the EU. The social economy employs 11 million workers, accounting for 6%
of the active EU population. Currently, a quarter of the new enterprises are social enterprises
(EC, 2018).

The Commission takes an active role in creating an enabling ecosystem for the social economy.
In 2011, the Commission adopted the Social Business Initiative (SBI). The SBI is part of
the twelve projects in the Single Market Act I that the Commission put forward to re-launch
Europe’s growth and social progress. The SBI aimed to create a favourable environment for
the development of social enterprises in Europe and the social economy at large. Since the SBI
was adopted, the Commission has launched multiple activities to enhance access to finance,
access to markets, create favourable framework conditions, foster social innovation and increase
international engagement for the social economy. In this context, a crucial regulatory measure
that encourages further developing of the ecosystem for a social economy is the “Start-up and
scale-up initiative”, which the Commission announced at the end of 2016. This initiative aims
at improving the ability of start-ups to scale-up and emphasises the need of further supporting
the social economy actors in access to finance.

25



3.3.2 WHEN SocleTaL PRoGRESS, PRODUCTIVITY AND THE ENVIRONMENT

Go Hanp-IN-HAND

The congruence between societal progress and productivity in the value chain is substantial.
Societal progress, productivity and environmental sustainability can go hand in hand. Porter &
Kramer (2011) argue that the competitiveness of a company and the health of the communities
around it are closely intertwined. They introduce the concept of shared value, which is based on
the assumption that companies can create economic value by creating societal value. This idea
is not new. The role of firms went well beyond generating employment and providing wages.
Firms used to have an essential role in the local community by providing housing for its work-
ers and taking responsibility for providing education and forms of recreation. This perspective
has been lost in management thinking in the last decades. Yet, society is changing the way it
produces public values. Private firms are increasingly exploring how to do “the right thing” in
a profitable way and are stimulated by the Commission to do so.

With the adoption of the CE Package, the Commission is fully engaged to help European
businesses and consumers to make the transition to a stronger and more CE, where resources are
used in a more sustainable way.” The objective is to extract the maximum value and use from
all raw materials, products and waste, fostering energy savings and reducing Green House Gas
emissions. The proposed actions contribute to “closing the loop” of product lifecycles through
greater recycling and re-use and bring benefits for both the environment and the economy.

The CE Package draws particular attention to social enterprises which are considered to be
pioneers in the transition towards a Circular Economy. These companies are recognised as valu-
able agents in social, economic, and environmental regeneration and renewal (Haugh, 2007).

However, the adoption of responsible business conduct by not only social enterprises but also
the economy at large is required to stir a real transition. The CE entails a value chain approach
which cannot be induced by a single company. The emergence of the CE and its deployment
at large scale only happens at the crossroad of economic sectors. The interaction that takes place
among technology centres, universities, large companies and small companies is the driver of
an economy that respects social and environmental values. This is why regional and local gov-
ernments play a crucial role in creating an enabling regulatory framework.

Case STuDIES

Ldid

The Dutch social enterprise I-did produces designer bags and laptop cases made from recycled
material. It is the objective of .did to contribute to the CE by using textile waste from compa-
nies as a basis for new products. Furthermore, the products of I.did are manufactured by men
and women with a distance to the labour market. I.did aims to empower those men and women
to (re)enter the labour market.®

Rehab Cycle

Rehab Recycle is a successful example of a social enterprise that provides a range of innovative
recycling solutions, information security management services and asset recovery services for
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businesses. Since its establishment in 1984, it has developed into a multi-national company that
provides services in, i.e., the UK, Ireland, Netherlands and Poland. Besides contributing to
the CE through innovative recycling, Rehab Recycle works with people with disabilities. In
Ireland, Rehab Recycle is the largest non-governmental employer of people with disabilities.”

3.3.3 FOSTERING PLACE-BASED APPROACHES TO SYSTEMIC CHANGE
The Commission has developed several policy instruments that build on a place-based ap-
proach to foster societal, environmental and industrial innovation.

Through Smart Specialisation

To enable cities and regions to identify and build on their local competitive advantage for inno-
vation, the Commission conceived the Smart Specialisation concept.”” Through its partnership
and bottom-up approach, Smart Specialisation brings together local authorities, academia,
business spheres and the civil society, working for the implementation of long term growth
strategies supported by EU funds. Smart Specialisation encourages collaborative work between
partners to identify strategic sectors of growth, for targeted research and investment. Smart
Specialisation targets very diverse sectors, from 3D printing to medical technology and from
farming to solar energy. The CE and the social economy both constitute significant thematic
areas of the Smart Specialisation Strategy.!

Through Cluster Policy

Productivity and innovation of companies are strongly influenced by the geographic concentra-
tion of firms, related economic actors and institutions (EC, 2016). Clusters are groups of firms,
technology centres, universities and other related economic actors and institutions that are locat-
ed near each other and have reached a sufficient scale to develop specialised expertise, services,
resources, suppliers and skills. Clusters are prominent in all major growing regional economies
and play an essential role in driving productivity, innovation and competitiveness. Like Smart
Specialisation, clusters can serve as a vehicle for the transition to a CE because they can create
new CE value chains with critical mass. The European Strategic Cluster Partnerships for
Smart Specialisation Investments (ESCP-S3) aims to boost industrial competitiveness and
investment within the EU. These partnerships shall facilitate cluster cooperation in thematic
areas related to regional Smart Specialisation Strategies, such as the circular and social econo-
my, and to increase the involvement of the industry in the context of the Smart Specialisation
Platform for Industrial Modernisation.

3.3.4 CimEs THAT ARE WORTH LivinG IN

Regional Smart Specialisation Strategies are where social enterprises can contribute to building
cities that are economically prosperous and yet take into account people and planet. However,
the transition towards a CE requires a sys