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Making Circuiar

WO

The circular economy rising up the boardroom agenda. For
businesses adopting circular models, benefits include
greater efficiency and profitability, less waste and cost,
better innovation and stronger relationships with
customers. Research suggests the economic opportunity
for business is huge. In Europe alone, adopting circular
principles could generate net economic benefit of EU€1.8
trillion (USD$2 trillion).” More companies are now designing
products or services from the start for longerterm use,
reuse and recycling. Markets are increasingly disrupted as
leasing and sharing business models challenge traditional
‘linear’ models of product manufacture, ownership and
disposal.

What's more, governments are recognizing the potential of
the circular economy to drive business competitiveness,
sustainable economic growth and job creation. The
Netherlands is perceived as front running country in the
circular transition.

It is now time for business leaders to shift away from a
take-make-waste, linear model towards circular business.

However, companies may encounter challenges in adopting
circularity. Some do not know where to start their circular
transition as they lack current performance information for
decision-making. Others have set targets, but do not possess
the knowledge and tools to measure and monitor their
performance. In response to these challenges, KPMG was at
the forefront of the development of the WBCSD Circularity
Transition Indicators (CTI) framework, the first global open
standard for measuring and monitoring circularity.

The CTI framework provides a common language and
enables companies to measure and monitor their circular
performance. Subsequently, it provides a seven-step
process on how companies can use the insights for
business decision making and for setting a circular strategy
with circular targets and objectives. The framework allows
companies to take ownership of their circular transition.
Measurement enables management. KPMG can support

in every step of the CTI process.

1 Working Group FINANCE (2016) Money makes the world go round.
Available from: https://www:.ellenmacarthurfoundation.org/assets/
downloads/ce100/FinanCE.pdf
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HOW KPMG Can nelp

KPMG specialists can help your business in obtaining insights into circular performance by following
the Circular Transition Indicator framework process. KPMG has helped multiple companies in adopting
the framework and has first-hand knowledge as co-author of CTI.

Phase 1: Scope & Selection Phase 2: Collect & Calculate

Organizations differ with regard to what circular insights are Data with some level of detail is needed for conducting CTI
valuable for them. KPMG can support in determining the calculations. KPMG can support in identifying relevant data
scope for the assessment and select the relevant indicators and assessing its quality to ensure that accurate input leads
from the CTI framework. to relevant insights.

— Determine objectives for measuring circularity: — Collect and identify the right data: support in

support in establishing what circularity insights
valuable for your organization.

are

Establish the scope of the measurement: support in
setting boundaries of the circularity assessment through
answering relevant questions - e.g. what level of the
business should be assessed (company, business unit or
product level)? What is the time frame? What material

flows should be included and excluded?

Select the indicators: support in analyzing the
relevance and selecting the indicators included

"o

in the

“Closed the Loop’ “Optimize the Loop” and “Value the

Loop"” categories.

identifying useful data, making sense out of
comprehensive data sources, collaborating with
data owners, connecting with value chain partners
and provide solutions for overcoming data gaps.

Conclude and calculate: support in concluding on

the readiness of performing the CTI calculations and
conducting the CTI calculation, optionally through using
the CTlTool (see the add on).

The Circular Transition Indicators framework

The CTI framework provides a menu of
indicators divided in three modules. The
first module is used for establishing the
company'’s effectiveness in closing the loop
either on product, business unit or company
level. The second module demonstrates
how the company can further optimize its
recovery strategies and assesses the inflow
considered critical and/or scarce. The third
module demonstrates business value of
circularity by assessing the decoupling of
revenues from linear material use.

© 2020 KPMG Advisory N.V.
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HOW KPMG Can NeI rcontinued

Phase 3: Analyze, Prioritize & Apply

Add on: the CTlTool

Applying the methodology will provide the company with a
percentage circularity and outcomes on the other indicators.
KPMG can support in interpreting and contextualizing these
results and translating these to relevant insights for
business decision making.

To support the application of the CTI framework the
WBCSD, in joint effort with Circular 1Q, has developed

the Circular Transition Indicators Tool. The tool supports in
performing the calculation and serves as a central place to
collect data and store assessments for current and future
use.

— Analyze the results: support in establishing current
performance, tracking performance over time and
identifying opportunities for improvement, by
interpreting and visualizing the results.

Prioritize actions: support in assessing the company's
exposure to linear risks through a risk assessment,
scenario planning and mapping thread and vulnerability.
Evaluation of the company'’s circular opportunities and
formulating business cases to enable prioritization of
the identified actions for improvement.

Plan and act: support in setting up and implementing
an action plan to start improving circular performance.
For more information on CTI, please refer to below links:

— Video WBCSD
— CTl report

© 2020 KPMG Advisory N.V.


https://www.youtube.com/watch?v=9VSMLrRdAfM
https://www.wbcsd.org/Programs/Circular-Economy/Factor-10/Metrics-Measurement/Resources/Circular-Transition-Indicators-V1.0-Metrics-for-business-by-business
https://ctitool.com/
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Through the Circular Transition Indicators (CTI) you can
asses and understand the circularity of your company.

The framework enables you to determine the circular
performance of your company, the ability to close the loop,
insights into resource use optimization and the impact on
business performance.

A company can assess the circularity at three key
intervention points:

Inflow: how circular is the inflow that the company sources?
The performance on this sub-indicator is mainly driven by
(circular) procurement.

Outflow - recovery potential: how does the company
design and process its materials to ensure they can be
recovered (e.g. by designing for disassembly, reparability,
recyclability, etc.)? The performance on this sub-indicator is
mainly driven by (circular) design.

Outflow - actual recovery: how much of the company’s
outflow is actually recovered? The performance on this
sub-indicator is mainly driven by closed-loop business
models (i.e. product as a service) and open loop value chain
collaboration (i.e. through collection programs).

The framework enables you take the driver's seat towards
circular, profitable and resilient business.

CTI model; World Business Council for Sustainable Development

Lompany boundary

Linear inflow
non-renewable
virgin resource

% %
circular  recovery
inflow potential

=
3

Linear outflow
non-recoverable products
and waste streams

Landfill
incineration

%
actual
recovery

WBCSD (2020) Circular Transition Indicators V1.0 — Metrics for business, by business Available from: https://www.wbcsd.org/Programs/CircularEconomy/
Factor-10/Metrics-Measurement/Resources/Circular-Transition-Indicators-V1.0-Metrics-forbusiness-by-business
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https://www.wbcsd.org/Programs/Circular-Economy/Factor-10/Metrics-Measurement/Resources/Circular-Transition-Indicators-V1.0-Metrics-for-business-by-business
https://www.wbcsd.org/Programs/Circular-Economy/Factor-10/Metrics-Measurement/Resources/Circular-Transition-Indicators-V1.0-Metrics-for-business-by-business

KPMG Netherlands contacts

Arnoud Walrecht

Arnoud leads the development of KPMG's circular economy services and
coordinates the KPMG network of professionals who specialize in this space.
With over 15 years of consulting experience, he has worked with numerous
private and financial sector clients to implement circular business practices.
He has also worked with governments including the EU on policy programs to
strengthen the adoption of circular business models.

Suzanne Kuiper

Suzanne managed the development of the Circular Transition Indicator
framework in collaboration with the World Business Council for Sustainable
Development.

She has 7 years of experience in consulting, working with leading firms to
assess circular performance and to help adopting circular business models.
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Armoud Walrecht SuzZanne Kuiper

Leader, Circular Economy Services global network, CTl expert, KPMG in the Netherlands.

KPMG International. Co-author CircularTransition Indicator Framework.
Director, KPMG in the Netherlands.

kuiper.suzanne@kpmg.nl

walrecht.arnoud@kpmg.nl

kpmg.nl
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information
without appropriate professional advice after a thorough examination of the particular situation.
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