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1 | INTRODUCTION

Anna M. Walker34© |
Roberta Salomone® ©® |

Erik Roos Lindgreen> © |
Tomas B. Ramos?

Abstract

Circular economy (CE) is becoming an increasingly mandatory material issue within
corporate sustainability reporting, however, what remains unaddressed within litera-
ture are the perspectives and capacities of the companies which must soon adapt to
meet the evolving reporting requirements. This research aims to capture insights
from companies engaged with CE in order to develop recommendations that support
the integration of CE within corporate sustainability reports. To do this, a series of
semi-structured interviews and focus groups were conducted with companies oper-
ating in Italy or the Netherlands, not limited by sector. The results provide a list of
challenges experienced- and benefits gained- by companies from externally commu-
nicating CE. Companies are urged to consider not only risks associated with staying
in the linear economy but also those associated with the implementation of new cir-
cular practices, to communicate potential sustainability trade-offs and reduce poten-
tial claims of CE-related greenwashing. Practical recommendations are offered for
developing targets and indicators for CE as well as identifying and reporting

CE-specific risks and opportunities.

KEYWORDS
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and Heras-Saizarbitoria (2019), despite various developments within the

content and structure of such disclosure frameworks, there has not

Within recent years, academics and industry groups have criticised the
practice and efficacy of corporate sustainability reports. This practice is
intended to provide stakeholders with consistent and objective informa-
tion so that they can evaluate the company's approach to value creation,
including their non-financial ambitions and performance (Gray, 2006).
Generally, companies follow the guidance provided within a growing
number of disclosure frameworks, most commonly those from the
Global Reporting Initiative (GRI) and the International Integrated Report-
ing Council (IIRC) (Persic et al., 2017). However, as observed by Boiral

been a direct increase in the quality of sustainability reports being pub-
lished. Furthermore, some authors argue that even the term ‘sustainabil-
ity reporting’ is moving further away from the concept of sustainability
proposed in the Brundtland definition (Hahn & Kiihnen, 2013).

To address these issues, several stakeholders involved with the set-
ting of sustainability reporting standards are now calling for the ‘harmo-
nisation’ of disclosure frameworks, for example, World Economic Forum
(2020) and the International Financial Reporting Standards Foundation

(IFRS) Foundation (2021). These calls work to resolve the current lack of

This is an open access article under the terms of the Creative Commons Attribution License, which permits use, distribution and reproduction in any medium,

provided the original work is properly cited.

© 2023 The Authors. Corporate Social Responsibility and Environmental Management published by ERP Environment and John Wiley & Sons Ltd.

Corp Soc Responsib Environ Manag. 2023;30:2457-2474.

wileyonlinelibrary.com/journal/csr 2457


https://orcid.org/0000-0001-6820-1966
https://orcid.org/0000-0001-7420-4864
https://orcid.org/0000-0002-7207-6261
https://orcid.org/0000-0002-6079-3554
https://orcid.org/0000-0002-0809-7949
https://orcid.org/0000-0002-8270-4022
mailto:katelin.opferkuch@uab.pt
http://creativecommons.org/licenses/by/4.0/
http://wileyonlinelibrary.com/journal/csr
http://crossmark.crossref.org/dialog/?doi=10.1002%2Fcsr.2497&domain=pdf&date_stamp=2023-04-21

2458 Corporate Social Responsibility and "z
—l—Wl L EY— Environmental Management

OPFERKUCH ET AL

comparability of sustainability data and any confusion caused by the
proliferation of disclosure frameworks in recent years (Siew, 2015).
However, some academics state that any attempts to ‘harmonise’ the
guidelines of disclosure frameworks are actually advocating for changes
which serve solely the interests of investors (Adams & Abhayawansa,
2022). These authors acknowledge that many companies are broaden-
ing their concept of value from being solely profit-related to now includ-
ing value for the company and value for society. However, the constant
changes to disclosure frameworks risk the discourse shifting yet again
towards ‘enterprise value creation’, which focuses on the economic
evaluation of the whole enterprise (as seen in Impact Management
Project, 2020).

Because of those criticisms, new initiatives have emerged which seek
to rethink how companies account and report their value creation and
associated impacts. These initiatives, such as the value balancing alliance
(VBA, 2021) and impact-weighted accounts (Serafeim & Trinh, 2020),
offer alternative pathways to integrating financial and non-financial value,
through the measurement of- and responsibility for- impacts on the envi-
ronmental, social and economic dimensions. These approaches advocate
for a more holistic, integrated and stakeholder-oriented approach
to developing and communicating a company's value proposition
(VBA, 2021). Ultimately, allowing companies to internally embed sustain-
ability and become more resilient to evolving sustainability challenges.

One such approach to realising sustainable development, which
encourages a rethinking of how value is perceived and created, is the
circular economy (CE) model. Despite its many definitions (Cecchin
et al., 2021; Kirchherr et al., 2017), CE expands waste and resource
management processes and can be defined as a system where ‘the value
of products, materials and resources is maintained in the economy for as
long as possible, and the generation of waste is minimised’ (European Com-
mission (EC), 2015). CE has become a major centrepiece of broader sus-
tainability policies and projects from international organisations, such as
the United Nations Environmental Programme's (UNEP) Circularity Plat-
form (UNEP, 2022) and the European Union's (EU) Green Deal
(European Commission, 2019). To achieve the targets set out in these
initiatives, CE has recently been prioritised as one of six key environ-
mental objectives within two European sustainable finance-related regu-
lations. First, the EU Taxonomy Regulation (European Parliament and
Council, 2020), which is a classification system designed to assist inves-
tors to determine whether an economic activity is environmentally sus-
tainable. And second, the recently agreed upon proposal for the
corporate sustainability reporting directive (CSRD), which includes revi-
sions to increase the quantity and quality of sustainability data a com-
pany must disclose, in order to prevent instances of corporate
greenwashing (European Commission, 2021; Uyar et al., 2020). Sustain-
ability reporting and investment professionals have evolved to embrace
climate-related risks and are now moving towards defining and accept-
ing CE-related risks, which concern the use and availability of resources
and materials (UNEP, 2020). The aforementioned regulatory develop-
ments will lead to an increase in the following aspects: (1) the number
of companies required to disclose CE data within their corporate sus-
tainability reports and (2) the amount of investments to companies

engaging with- and reporting- CE data in the coming years.

To meet this increasing demand for CE data, several academic stud-
ies have started to develop assessment approaches for CE (Corona
et al., 2019; Sassanelli et al., 2019). However, as determined by Stumpf
et al. (2021), the actual implementation of these approaches within
industry is trivial. Furthermore, the application of these CE assessment
approaches to select data for inclusion within external communication is
also negligible (Opferkuch et al., 2022). Recently, in the authors previous
work, a review of disclosure frameworks suggested that guidance on
how to disclose CE-related issues is mainly absent (Opferkuch
et al,, 2021). Therefore, companies which are engaging with CE and pre-
paring sustainability reports most likely exclude CE or simply qualita-
tively describe the circularity measures they have in place, specifically
related to waste management (Opferkuch et al., 2021). In addition,
research exploring evidence of CE within corporate sustainability
reports has suggested that the reporting of CE is most often inconsis-
tent and largely unquantified (Stewart & Niero, 2018).

Despite these academic and regulatory advancements, what
remains unknown are the perspectives and experiences of companies
which will need to adapt and implement processes in order to meet
these evolving CE-reporting requirements. To address this gap, this
research aims to capture insights from companies that have experi-
ence with integrating CE content within their sustainability reports.
Specifically, this research has three objectives: (1) to identify and high-
light the current challenges companies face when externally communi-
cating CE; (2) to determine what value disclosing CE activities has for
companies; and (3) propose recommendations to improve the feasibil-
ity of companies moving towards the meaningful reporting of their CE
activities. The findings of this research are relevant for companies of
all sizes, across sectors and countries, wishing to produce either a vol-
untary or mandatory corporate sustainability report integrating CE
aspects. The proposed recommendations can assist companies to
develop a roadmap towards improved CE implementation. Further-
more, the findings presented in this article are beneficial for those
involved with standard setting and development of disclosure frame-
works, as it provides them with the specific reporting capabilities and
expectations of companies engaging with CE.

The remainder of this article is structured as follows. First, a brief
theoretical overview is presented, summarising what is known on the
topics informing the research and highlighting the research gap
(Section 2). Next, the qualitative methods employed (Section 3), and the
results from interviews and focus groups with selected companies are
provided (Section 4). Then, practical recommendations are presented to
support companies preparing CE content within their corporate sustain-
ability reports (Section 4.3). Finally, the article makes critical reflections
on the results of the study (Section 4.4) and closes with some conclud-

ing remarks, limitations and suggestions for future research (Section 5).

2 | THEORETICAL OVERVIEW

As mentioned previously, the implementation of CE strategies encour-
ages companies to rethink how they perceive, create and measure

value. This in turn, requires companies to re-evaluate how they
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communicate and report these changes within their value creation
story. This section presents a brief theoretical overview of the main
concepts supporting this research so that an overview is made clear.
Namely, an introduction to CE and value creation (Section 2.1), an
exploration of CE's emergence within the domains of corporate sus-
tainability reporting (Section 2.2) and sustainable finance (Section 2.3).
This section concludes with a culminating statement that highlights

the research gap motivating this research.

2.1 | Defining value in a circular economy

CE is most simply described as re-designing the traditional ‘take-
make-dispose’ linear pattern of production and consumption (Geng &
Doberstein, 2008). A common classification of strategies to operatio-
nalise the CE concept are the value retention strategies or ‘10R
framework’ (Potting et al., 2017; Reike et al., 2018). This framework
consists of 10 value retention strategies of decreasing priority in
terms of circularity, from RO (refuse) to R9 (recovery). The potential
benefits of implementing CE activities are well documented—as
pointed put by the Ellen MacArthur Foundation (2015). However, an
increasing number of studies highlight the ambiguity of the relation-
ship between CE and sustainability (Schroeder et al., 2018; Walker,
Opferkuch, Roos Lindgreen, Raggi, et al., 2021). For example, CE is
primarily an environmental-economic model that rarely considers the
implications of CE activities on the social dimension of sustainability
(e.g. inequality or health and wellbeing) (Murray et al., 2017; Walker,
Opferkuch, Roos Lindgreen, Simboli, et al., 2021). The ambiguity
between CE and sustainability is exacerbated by the identification of
sustainability trade-offs and rebound effects when making decisions
on which CE activities to implement (Geissdoerfer et al., 2017;
Korhonen et al., 2018). Recent articles have begun to explore combin-
ing the assessment of risk and sustainability, to reveal these trade-offs
and increase robustness of decision making (Hauschild et al., 2022;
Kravchenko et al., 2021). To ensure that these rebound effects are
prevented, it is imperative that companies can adequately assess and
report their performance with respect to their CE objectives, as well
as to demonstrate how these objectives align with their broader value
creation story.

The transition towards a CE requires companies to not just create
new value from waste (Romero-Hernandez & Romero, 2018) but to
enhance quality of life through the creation, delivery and capture of
value by implementing circular strategies which extend the lifetime of
resources within the system (NuRholz, 2017). To this end, an increas-
ing number of articles are investigating what this value looks like.
Building on research from Bocken et al. (2015), Haines-Gadd and
Charnley (2019) propose a taxonomy of value for CE. This taxonomy
separates four aspects of tangible value: (1) resource value, (2) con-
sumer value, (3) data/knowledge value, and (4) relationship value and
five aspects of intangible value: (1) stability and control, (2) symbiosis,
(3) positive social impact, (4) altruism, and (5) behaviour change. These
nine aspects demonstrate the range of impacts companies can experi-

ence -and should monitor- when implementing CE activities and

Corporate Social Responsibility and e
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circular business models. However, how feasible and relevant it is for
companies to assess, monitor and, ultimately, integrate CE-related
impacts within a company's corporate sustainability report remains

unaddressed within literature.

2.2 | Circular economy within corporate
sustainability reporting

Despite evolving academic discussions on the actual sustainability
potential of CE, early evidence suggests that within both disclosure
frameworks and current sustainability reporting trends, the represen-
tation of CE remains limited. In a literature review conducted by
Opferkuch et al. (2021), 15 reporting frameworks and approaches
were analysed which were deemed relevant for companies looking for
guidance on how to produce a sustainability report (e.g. GRI and the
Integrated Reporting Framework). The findings showed that only a
few approaches had incorporated CE issues (Opferkuch et al., 2021).
The representation of CE observed within these disclosure frame-
works was most often: (i) based on the definition from the EMF often
illustrated with the butterfly diagram (Ellen MacArthur Foundation,
2015); (i) linked to only the environmental dimension of sustainability;
and (iii) the choice of which assessment approach(es) to be used to
produce CE-data relevant for reporting is the responsibility of the
reporting company (Opferkuch et al., 2021). This, as Pauliuk (2018)
suggests, leaves room for companies to cherry-pick CE data to report
which best suits their corporate narrative and therefore, potentially
engage with greenwashing practices. The field of literature discussing
the various forms- and evolution of- greenwashing is extensive, with
the term describing companies seeking corporate legitimacy and
improved reputation by making false and unsubstantiated corporate
social responsibility (CSR) claims and commitments (Ashforth &
Gibbs, 1990; Brammer & Pavelin, 2006; Calabrese et al., 2013). Given
the context of the aforementioned changing corporate sustainability
reporting regulations designed to prevent instances of greenwashing,
the need for research to support companies complying with these dis-
closure requirements and to not engage with greenwashing is
pertinent.

The effects of the vague and inconsistent guidance on CE disclo-
sure highlighted in previous studies is already being reflected in the
CE content observed within corporate sustainability reports, as identi-
fied in Stewart and Niero (2018) and Dagiliene et al. (2020). In 2018,
Stewart and Niero conducted a content analysis of the sustainability
reports of 46 companies within the fast-moving consumer goods sec-
tor. Their analysis found that companies were most often still associ-
ating CE with only recycling or reuse strategies, primarily in the
product and packaging domain and without connection to the social
aspects of CE (Stewart & Niero, 2018). Similarly, through a content
analysis of 226 sustainability reports from companies within the
manufacturing sector, Dagiliene et al. (2020) found that companies
were still not reporting much information about CE and if so, generally
described reuse, recycle and recover strategies. In the authors most

recent work, a content analysis was performed on 138 reports of

85UB017 SUOWILOD aAIIe8ID 9|aedljdde au Aq peusenob ale seoie VO ‘8sn Jo sejn Joj Aeiq i 8uluQ A8]IA\ UO (SUOTIPUOD-PUR-SWR)W0Y" AS 1M Alelq 1 pUI|UO//:SdNY) SUOIPUOD Pue SWwie | 8Y)8eS *[202/TT/80] Uo Areiqiqauliuo Ae|IM 8L Ad 262 189/200T OT/I0P/W0D A3 | m-Atelq 1 puluoy/sdny woj pepeojumod ‘S ‘€202 ‘996ESEST



2460 Corporate Social Responsibility and "z
—l—Wl L EY— Environmental Management

OPFERKUCH ET AL

94 European sustainably ranked companies (Opferkuch et al., 2022).
The analysis identified the presence of CE within five sustainability
reporting elements: CEO's message, materiality assessments, refer-
ences to the SDGs, targets and indicators for CE. The results showed
that all but one company was found to be explicitly mentioning CE
within their reports, however, only 7% of companies are integrating
CE within all five reporting elements. In addition, of the one third of
companies reporting both targets and indicators for CE, targets gen-
erally focussed on higher-ranking CE strategies, most often aiming to
eliminate and/or replace non-renewable resources within packaging
(e.g. ‘50% plastic packaging made from recycled materials’). Indica-
tors for CE, however, generally measure references to the linear
economy (e.g. volume of waste going to landfill) or low-ranking CE
strategies (e.g. % material recycled or recovered). The work of de
Freitas Netto et al. (2020) suggests that in order for companies to
refute claims of greenwashing, appropriate targets and indicators
must be reported as to increase the transparency of the company's
sustainability ambitions and performance. This is true across all sus-
tainability issues, as was determined by Calabrese et al. (2022)
whose analysis of companies' contributions towards the SDGs
revealed that firms most often disclose symbolic descriptions for
legitimacy-seeking purposes. However, for the case of CE it remains
unclear how many and which targets and indicators are appropriate
to reject those claims (Opferkuch et al., 2022).

2.3 | Circular economy within sustainable finance

As mentioned earlier, existing policies and financial instruments have
been designed to finance traditional linear processes (European
Investment Bank [EIB], 2019). For example, credit pricing has been
traditionally determined through the creditworthiness of an individual
company, with no consideration of their broader supply chain partners
(EIB, 2019). However, in a CE, these supply chain partners are becom-
ing increasingly important as their relations are built on continuous
material exchanges (Walker, Vermeulen, Simboli, & Raggi, 2021). Until
recently, circular business models have been observed by financial
institutions as high-risk with uncertain returns and thus, some innova-
tive companies were the exception rather than the rule (United
Nations Environmental Programme [UNEP] Finance Initiative, 2020).
However, in light of the EC's integration of CE objectives within the
EU Taxonomy Regulation (European Parliament and the
Council, 2020), financial institutions have begun to incorporate CE-
specific terminology and metrics within their operations. This is being
done to develop a more comprehensive understanding of risk man-
agement within a CE. As a result, there has been a steep increase in
the number of financial instruments related to CE, for example, pri-
vate and public equity funds, venture capital, as well as CE-specific
adaptations to current bank lending, insurance and project financing
procedures (EMF, 2022). Key actors driving these changes are interna-
tional financial regulators, for example, the EIB, private investment
management firms; such as Blackrock, and banks; including Interna-
tional Nederlanden Groep (ING) and Intesa Sanpaolo. Early research

findings suggest that the more circular a company is, the lower its risk
of defaulting on debt (Zara & Ramkumar, 2022), highlighting the
appeal for the financial community to identify and support companies
prioritising CE strategies.

Along this line of reasoning, financial institutions have developed
screening and eligibility criteria to categorise companies as substan-
tially contributing to CE. For example, the EIB utilises a list of 14 CE
categories organised into four groups: (1) Circular design and produc-
tion models; (2) Circular use models; (3) Circular value recovery
models; and (4) Circular support (EIB, 2019). Another example is from
the Italian bank Intesa Sanpaolo, which in collaboration with the EMF,
developed a plafond of up to 5 billion euros available to companies
that adopt circular business models. Administered through the Intesa
Sanpaolo Innovation Centre (Intesa Sanpaolo, 2019), funds from the
CE-eligible loans are provided to companies that have been evaluated
against five eligibility criteria: (1) Product life extension; (2) Renewable
resources; (3) Resource efficiency and effectiveness; (4) Recyclable
products; and (5) Enabling technologies (Intesa Sanpaolo, 2021). These
types of CE-specific screening and eligibility criteria make it impera-
tive that companies can adequately describe their CE activities in line
with their business models and then include it within their corporate
sustainability reports.

In addition to a company's business model being categorised as
contributing to the CE, there are other factors which influence the
possibility of projects and/or companies being eligible for CE
financing. Companies must openly communicate their intentions
and goals to contribute to CE objectives and demonstrate how
their own actions have positive impacts for broader society (ABN
Amro, ING, & Rabobank, 2018; EIB, 2019). This is mostly in line
with the increasingly popular principles of impact investing, which
are investments made with the intention to generate positive, mea-
surable social and environmental impact alongside a financial return
(Global Impact Investing Network, 2022; O'Donohoe et al., 2010).
Furthermore, companies must integrate CE within their due dili-
gence processes, ensuring that potential CE-specific risks to -and
opportunities for- long term value creation are acknowledged
within the company and reported externally to all stakeholders.
Using a combined literature review and survey approach, Dulia
et al. (2021) analysed the importance of 36 risk factors for circular
supply chains, grouped into 10 risk categories; for example,
Governmental risks and Technological risks, adapted from Tang
(2006). The authors determined some of the highest ranked risk
factors were: ‘quality degradation of recycled products’, ‘lack of
proper vision such as goals, objectives, targets and indicators for
circular supply chains’ and ‘lack of sufficient law implementation’
(Dulia et al., 2021).

Ultimately, financial institutions and regulators play a significant
role not only in financing the transition towards a CE, but in shaping
what this transition looks like. Despite the evolving integration of CE
within both corporate sustainability reporting practices and sustain-
able finance-related regulations, evidence suggests the uptake of CE
within corporate sustainability reports has been slow (Opferkuch

et al., 2022; Scarpellini et al., 2020). The reasons why there has been
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such a slow uptake and what challenges to CE disclosure currently
exist for companies remains unknown.

Recent research, exploring the assessment practices of companies
engaged with CE, identified what the main barriers to- and benefits of-
conducting CE assessments were (Roos Lindgreen et al., 2022). The
most frequently mentioned benefits were related to external commu-
nication and collaboration, namely: (i) marketing and improving com-
pany reputation; and (ii) communicating and reporting to stakeholders
(Roos Lindgreen et al., 2022). Therefore, there seems to be challenges
preventing motivated companies from taking their CE assessment
results and integrating them within their corporate sustainability
reports. To clarify this gap, research is needed which provides insights
on the feasibility and relevance of CE disclosure for companies in rela-

tion to their broader sustainability reporting practices.

3 | METHODOLOGICAL APPROACH

This study combines qualitative research approaches in three distinct
phases in order to achieve the research aims (as seen in Figure 1). Phase
1—Exploratory (Section 3.2), consists of exploratory semi-structured
interviews with companies actively engaged with CE activities, to ensure
that all participants have knowledge of- and experience with- the imple-
mentation and communication of CE activities. In phase 2—Consensus &
Co-creation (Section 3.3), a series of focus groups were held with a sub-
set of the interviewed companies to dive deeper into trends observed
within the interview responses as well as discuss the feasibility and rele-
vance of CE aspects within corporate sustainability reporting. Further-
more, the focus groups allowed for the co-creation of critical factors of
-and desired goals for- companies reporting their CE activities. Phase
3—Synthesis (Section 3.4), combines findings from the first two phases
with those from literature in order to propose recommendations to sup-

port companies disclosing their CE activities.

3.1 | Sample data description

During previous research, a semi-quantitative survey designed to
explore the conceptualisation and assessment of CE within companies
engaged with CE was completed by 155 respondents, as described in

Walker et al. (2022). Purposive sampling was used to identify the

Environmental Management %

original sample of surveyed companies (Hibberts et al., 2012), by tar-
geting companies who met the following sampling criteria: (1) mem-
bers of national or international CE networks; thus, actively engaging
with- and having knowledge of- CE and (2) currently operating in
either Italy or the Netherlands, both countries which are considered
frontrunners in terms of CE policies and innovations (Ghisellini &
Ulgiati, 2020; Kristensen & Mosgaard, 2020). Upon completion of the
original survey, 43 companies self-selected to participate in a round of
interviews which form the basis of this article. Thus, the interviewees
form a subset of the survey respondents. After the interviews, compa-
nies were invited to participate in focus groups, if they met two addi-
tional selection criteria: (1) publish a sustainability report and
(2) willing to communicate in English. Ultimately, eight of the previ-
ously interviewed companies were able to participate in the focus
groups. The distribution of companies participating within the inter-
views and focus groups and their characteristics, are summarised in
Table 1 and Appendix A (Table A1).

The allocation of interviewed companies between the two countries
was almost even, with 23 companies operating in the Netherlands and
20 in Italy. With regards to sector, companies were most frequently offer-
ing consultancy services (29% from ‘Other service activities’ and ‘Profes-
sional, scientific and technical activities’) or active in the ‘Manufacturing
sector’ (20%). Companies indicated their own sectoral classification
according to the NACE classification system (Eurostat, 2018). Interviewed
companies were most often micro companies (49% with less than
10 employees), whilst the remaining companies were either small and
medium enterprises (SMEs) (26%) or large companies (25%). Finally, inter-
viewees generally held positions with decision-making power and/or had
knowledge of sustainability as 53% were CEO's (or founders) and 30%
were from the sustainability and/or CSR department.

Zooming in on the focus group participants listed in Table 1,
seven of the eight companies operate in the Netherlands and the
remaining one in Italy. Concerning the companies' sector, companies
were mostly from the ‘Manufacturing’ (n = 3) and ‘Water and Waste
Management’ (n = 3) sectors. The distribution of company size was
even with 50% of participants representing large companies and the
other 50% representing SMEs (no micro companies were invited to
participate in the focus groups). Furthermore, most participants
worked in the sustainability and/or CSR department (n = 6), whilst
the remaining participants worked in general management posi-

tions (n = 2).

Method:
Interviews

Outcomes:

Phase 1: Exploratory

Phase 2: Consensus & Phase 3: Synthesis

FIGURE 1

Overview of three phases

constituting the research approach.

Challenges and
benefits of including CE
within external
corporate
communication

goals, relevance &
feasibility of- CE within
corporate sustainability
reports

Co-creation
Method:
Focus groups Method: )
Combining findings with
 »| Outcomes: |_»| academic literature
Critical factors for-
<4 Outcomes:

Recommendations for
CE disclosure

|
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TABLE 1 Company sectors, size and location of interview and
focus group participants.

Interview Focus group
respondents participants
Main characteristics (n=43) (n=8)
Company sector
Accommodation and food service 9% -
activities
Construction 10% -
Electricity, gas, steam and air 4% 12.5%
conditioning supply
Information and communication 7% -
Manufacturing 20% 37.5%
Other 12% -
Other service activities 15% 12.5%
Professional, scientific and 14% -
technical activities
Water and waste management 9% 37.5%
Company size
Micro companies (1-9 employees)  49% 0%
SMEs (10-249 employees) 26% 50%
Large companies 25% 50%
(250+ employees)
Company location
Italy 46.5% 12.5%
The Netherlands 53.5% 87.5%
Participant's position
CEO or founder or owner 53% 25%
Sustainability and CSR department  30% 75%
Research and development 12% -
Marketing and sales 5% -

3.2 | Phase 1: Exploratory

The 43 semi-structured interviews were conducted by three inter-
viewers via video-call between May and June 2020, lasting between
45 to 90 min each. The semi-structured format enabled each of the
interviewers to ask the same questions, whilst having space for inter-
viewees to clarify and contextualise relevant issues when necessary
(Bryman, 2012). The interviews were conducted in the preferred lan-
guage of the interviewee, either in Italian (n = 17), Dutch (n = 16) or
English (n = 10), with one interviewer per language. All interviewers
followed the same interview guidelines and the interview questions
discussed within this article are summarised in Table 2.

The exploratory nature of the research allowed for open ques-
tions to gather as much information as possible. As the interviewees
consisted of many micro companies, which did not necessarily have
experience with producing corporate sustainability reports, interview
questions focussed on the integration of CE within external communi-
cation in general (e.g. within social media, newsletters). Sub-questions

were designed to ensure that insights could be captured from all

TABLE 2 Interview questions concerning the external
communication and reporting of CE activities.

Results

Interview questions presented in

1. Should circular economy content be included Section 4.1

within corporate sustainability reports?

If does produce a sustainability
report: Why or why not? What
does this content look like,
quantitative and/or qualitative?

Sub-questions

If does not produce a sustainability
report: Do you think circular
economy content should be
integrated into sustainability
reporting or should it be
separated? (only in other
external communication
formats, for example, website,
individual report)

Sections 4.2
and 4.3

2. What value does your company see in
communicating circular economy externally?

If company does assess circular
economy: If you have already
implemented assessment
approaches for circularity (at
either product or company
level) what value does your
company see in communicating
(in any format) these results
externally?

Sub-questions

If company does not assess circular
economy: does your company
see value in communicating (in
any format) circular economy
goals/activities/progress in
communicating circularity in a
narrative/qualitative format?

companies within the sample, regardless of whether they produce a
sustainability report or conduct any form of CE assessment. Interviewers
followed the systematic and reflexive interviewing and reporting (SRIR)
method from Loubere (2017). When utilising the SRIR method, inter-
viewers are advised to both record and take notes during the interviews,
then hold weekly meetings between themselves to discuss the evolving
findings of the interviews. This process ensures a regular evaluation and
consistent interpretation of the interview questions, thus, reducing inter-
viewer variability (Bryman, 2012). Interview notes were translated into
English, and then combined with company attributes before being
imported into NVivo R1 (QSR Interational, 2020) software for thematic
analysis using inductive coding (Braun & Clarke, 2006). To analyse the
answers to the questions presented in Table 2, coding was conducted by
one researcher, respondent by respondent, who then presented the cod-
ing to the other interviewers for review, in order to reduce the possibility
of interviewer-related errors. After the coding was reviewed, responses
for question 2 were aggregated into two themes: (1) challenges of exter-
nally communicating CE issues (Section 4.1.2); and (2) benefits experi-

enced when externally communicating their CE activities (Section 4.1.3).
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3.3 | Phase 2: Consensus and co-creation

A focus group is delineated as a group discussion on a tightly defined
topic, ran by a moderator (Merton et al., 1956). Its design allows for
interaction between the participants, generating data on multiple
levels (individual, group and interaction) (Cyr, 2016). Three focus
groups were conducted via video-call during March 2022, each lasting
around 2h and hosting two to three companies (as seen in
Appendix A). Once the focus group commenced, the moderator out-
lined the purpose of the research and assured participants the confi-
dentiality of the meeting's discussion. In addition, participants were
guided to use an online collaboration platform: Miro digital white-
board, which was created specifically for the focus groups. The pur-
pose of this interactive tool is to facilitate discussion as well as readily
capture responses and insights from group participants and has been
used in several academic studies (Delgadillo et al., 2021; Santa-Maria
et al., 2022). During the focus groups, data was collected by: (1) assign-
ing post-it notes containing responses to questions onto the Miro dig-
ital whiteboard (within designated sections); and (2) additional note
taking by the support moderator of the opinions shared verbally by
participants. The contents and structure of each focus group was
organised into four main parts (summarised in Table 3).

The evaluation performed within Part 2 of the focus groups was
done individually on a scale from ‘Not Feasible/Relevant at all’ to
‘Extremely Feasible/Relevant’. The scores of the eight participants
were grouped for each individual report element and the median
results are presented in Section 4.2. The report elements with the
lowest scores for feasibility were identified and selected for inclusion

within Phase 3: Synthesis, where recommendations are proposed. In

TABLE 3 Guiding questions used during the focus group
discussions.

Results

Part  Guiding question(s) presented in

1 What are critical factors that should be Section 4.1

included within a company's CE disclosure?

2 Feasibility: what are the most important Section 4.2
aspects to enable your company to

develop and publish a sustainability report?

How does this differ when you report CE

content?

3 Evaluate the integration of CE within seven Section 4.2
report elements for sustainability reports

on two dimensions: (1) feasibility and (2)

relevance. The seven report elements as

stated in the Non-Financial Reporting

Directive (EC, 2014) are: (1) Stakeholder

inclusiveness, (2) Business model, (3) Risks

and opportunities, (4) Strategy, (5)

Materiality, (6) Sustainability outlook and

performance and (7) Governance.

4 Establishing desired goals for companies Section 4.2
disclosing CE within their sustainability

reports.

Corporate Social Responsibility and e
Environmental Management pr«

Part 4 of the focus groups, companies were presented with a list of
six goals companies should aim for when disclosing CE, based on pre-
vious findings from literature. They were then asked to individually
rank these goals, offer any modifications or suggest new ones, ensur-
ing all participants agreed on the final list of goals. Finally, each focus
group ended with the possibility for companies to share general feed-
back or reflections on the progress of integrating CE within corporate
sustainability reports. To examine the data collected from the focus
groups, responses for each part were grouped and analysed to iden-
tify the frequency of answers, common themes and contrasting differ-
ences, in line with qualitative thematic analysis (Braun &
Clarke, 2006). Due to the limited number of interview respondents
and focus group participants, no generalisation of findings according

to sector, company size or country could be made.

3.4 | Phase 3: Synthesis and development of
recommendations

The third phase of the methodological approach involved a qualitative
synthesis, which is defined as ‘the synthesis of individual qualitative
research reports that relate to a specific topic or focus in order to arrive
at new or enhanced understanding about the phenomenon under study’
(p. 1, Paterson, 2012). Within this article, primary data collected from
the interviews and focus groups was supported with secondary find-
ings from relevant academic literature. The latter entailed the CE-
specific eligibility criteria from financial institutions and CE-specific
risk categorisation implemented in Dulia et al. (2021), discussed in
Section 2.3. In line with the second and third research objectives, the
aim of the synthesis was to: (i) outline the value for companies inte-
grating CE within their corporate sustainability reports; and
(ii) develop recommendations to improve the feasibility of companies
collecting and selecting relevant data to report their CE activities
(Section 4.3).

4 | RESULTS AND DISCUSSION

4.1 | Company perspectives on the integration of
CE within corporate sustainability reports

This section presents an overview of company perspectives on the
inclusion of CE within sustainability reports, lining out a potential for-
mat and critical factors as well as the challenges and benefits of CE

disclosure.

4.1.1 | CE within corporate sustainability reports:
Ideal format and critical factors

The analysis of the 43 interview responses provided an overview of
the sustainability reporting practices of the companies, as well as

reflections on the ideal format for CE content within these reports.
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Just over half (53% or n = 23) of interviewed companies produce a
sustainability report, even considering the high proportion of micro
companies within the sample. Some reasons that companies did not
voluntarily produce a sustainability report were either: (a) the com-
pany is too small (n = 4), (b), their website contains enough informa-
tion (n=2), or (c) they only report financial information (n = 1).
However, most of these interviewees expressed a desire to produce a
sustainability report in the future. A small group of companies (n = 5)
stated that they do not see any value in producing a voluntary sus-
tainability report, as their clients are not interested in one and/or sus-
tainability is seen in everything that they do, therefore, they do not
need to ‘...formally prove they are sustainable in one document...’ (Inter-
viewee #7, Manufacturing sector).

The majority of interview respondents (93% or n = 40) agreed
that CE content is relevant within a sustainability report, whereas
three companies suggested a separate circularity report should be
produced. Several interviewees from micro-companies and SMEs
stressed the growing importance of continued engagement with their
clients, consumers and the community. For this reason, communicat-
ing CE using other external communication formats such as, social
media, their website and newsletters is important. All interview
respondents agreed that both quantitative and qualitative CE data is
important within corporate external communication, however, the
majority stated that they currently only publish CE-related data in a
qualitative format. Some examples include the following topics: the
CE-related projects they are involved in; the resulting new partner-
ships made; the CE assessment tools being used internally; and targets
developed for their CE objectives. Overall, several companies men-
tioned that they are closely watching the development of guidelines
for both CE assessment and reporting, with one interviewee stating
‘...if there was a standard format for reporting CE this would be very
valuable and integrated immediately...” (Interviewee #24, Construction
sector), further emphasising the need from companies for a more
standardised approach to CE disclosure.

Within the focus groups, participants were asked to list and dis-
cuss critical factors they think should be included within a company's
CE disclosure (main findings presented in Table 4 and full list in
Appendix B Table B1). These seven factors were grouped under three
categories: (i) content; (ii) quality; and (iii) structure (listed completely
in Appendix B). Primarily, the focus group discussions centred on sug-
gestions for the first category. All focus groups touched on the need
for balance within sustainability reports, namely between: tangible
and intangible aspects of circularity; qualitative and quantitative data
for CE; short-term and long-term ambitions; and consideration of
internal (adopter) vs external (enabler) CE activities. Participants
expressed that they observe some other companies that only report
progress on their external CE activities, which enable other companies
to improve their circularity (e.g. % of recycling by-product recycled by
suppliers), however, do not communicate progress on the circularity
of their own internal CE activities (e.g. % waste generated during recy-
cling processes). Furthermore, participants working within the sustain-
ability or CSR departments were generally familiar with the ‘10 R-
hierarchy’, categorisation of CE strategies from Potting et al. (2017).

TABLE 4 Critical factors to be included within a company's CE
disclosure.

#  Critical factors

Content

Balance between:

1 Tangible vs intangible aspects of circularity

2 Qualitative vs quantitative data for CE

3  Short-term vs long-term ambitions

4 Consideration of internal (adopter) vs external (enabler) CE
activities

5  CE activities described according to the ‘10R-hierarchy’

Quality

6 Moving towards external assurance of CE data

Structure

7  Clearly link CE to other significant material issues

These focus group participants described how companies should uti-
lise this framework to communicate CE performance and ambitions
on each of these 10 individual CE strategies (when possible). In terms
of critical factors for the second category ‘quality’, companies fre-
quently mentioned moving towards involving external assurers of CE
data and including the intended time for companies to achieve their
CE-specific targets. With respect to the structure of a company's CE
disclosure, the participants generally agreed that there are issues with
reporting significant material issues, such as CE, in isolation from one
another. Therefore, companies should keep in mind when producing
CE content that it should be clearly linked with other significant mate-
rial issues, for example, climate change, in order to present a holistic
and complete picture of their organisation's sustainability ambitions

and performance.

4.1.2 | Challenges of including CE within external
corporate communication

Three main challenges were identified during the interviews which
influence the quantity and quality of CE content being included within

the companies' external communication.
1. Lack of standardised assessment or reporting method for CE activities

The majority of companies cited this as the reason why quantita-
tive CE data (e.g. ‘% reuse rate’) was excluded from external commu-
nication. Without a benchmark, companies declared that there is a
significant risk of opening themselves up to claims of greenwashing.
Some companies highlight the context-specific nature of CE imple-
mentation, making the comparability of CE assessment results
between sectors, locations and product groups extremely difficult. For
example, Interviewee #24 (Construction sector) is hesitant to report
either: (1) ‘circularity scores’ of their buildings or (2) resource-oriented

indicators for CE, for example, ‘volume of renewable materials used’,
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as each project has different goals, supply chains (based on location
and materials used), design restrictions from both their clients and
end-users, as well as numerous regulatory regulations affecting their
ability to use secondary materials (e.g. in government funded tenders).
Ultimately, without providing transparent evidence of the methods
behind these circularity scores and CE-related single indicators, their
comparison becomes meaningless. Linked to this issue, a few (n = 3)
large companies acknowledged the role of external assurers.
Currently, the lack of assessment benchmark for CE combined with
the rapidly evolving landscape of CE assessment and reporting,
creates uncertainty for assurers to determine whether the methods cho-
sen, and data collected is adequate for inclusion within sustainability
reports at the time of their audit and/or review.

2. Complexity of CE concept and data

A group of companies (n = 8) stated that although they believe it
is critically important to communicate quantitative data for CE, it can
be seen as very complex and difficult to understand for their con-
sumers as well as the readers of their sustainability reports. For exam-
ple, Interviewee #37, (Manufacturing sector) described their decision
to report Life Cycle Assessment (LCA) data, which they use to mea-
sure progress on their CE objectives. The company acknowledged that
simply stating the results of the LCA is not enough for the reader to
understand due to the complex nature of LCA's (as discussed in
Finnveden et al., 2009). Therefore, this communication requires addi-
tional explanation and resources to ensure the LCA results are under-
stood. It was suggested by interviewees that visualisations of CE-
related data can be an effective tool in overcoming the complexity of

CE (e.g. Sankey diagrams of resource flows).
3. Low market awareness and consumer acceptance of circular products

As already discussed in previous studies (Ritzén & Sandstrém, 2017),
consumer awareness and overall acceptance of products designed with
CE strategies remains low. Interviewee #10 (Other services sector)
described how providing too many details about the CE strategies their
company employs to produce their products (e.g. increased share of
recycled material within the product) may discourage consumers from
buying the product, as they assume the product has a lower quality. From
another angle, a company's position in the value chain can also impact
their ability to influence overall societal awareness of CE (e.g. a company

with a ‘business-to-business’ model).

41.3 | Benefits of including CE within external
corporate communication

During the interviews, participants were asked what value externally
communicating CE has for their company. Through the deductive cod-
ing, four benefits of externally communicating CE experienced by
companies were frequently mentioned and will be explained further

below.

Environmental Management %«

1. CEis a powerful story telling tool

The majority of interviewed companies stated that CE is a core
value and part of their overall strategy. Therefore, by communicating
narrative descriptions of their CE ambitions, projects and progress, it
helps to tell the overall story of their company. More specific exam-
ples include publishing stories which detail how CE enables the
company to engage more with the community, developing new inno-
vations, and improving the sustainability of existing products, among
others. These stories help to ignite a sense of pride among employees

as well as attract the right kind of new talent/employees.
2. CE is a tool to promote sustainability education

Similarly, a constant theme arising from interviewees was that
communicating CE-content enables their company to embrace their
corporate responsibility to inform and educate the community. As
Interviewee #18 (Waste and Water management sector) noted, it is
important that CE is defined by upper management and embedded
within the company rather than only coming from those in the mar-
keting department. Also, as quantitative CE-data is not easily under-
stood by the community, companies must ensure that a qualitative
format is used to ensure the right emotions are evoked to facilitate
the education of people and clients on their CE objectives as well as
the CE concept in general.

3. CE requires and drives transparency

Several companies stated their commitments to transparency
and how voluntarily publishing CE data can provide new opportuni-
ties for collaboration. As Interviewee #19 (Manufacturing sector)
explained, in order for CE strategies to work, ‘...secondary resources
must become more attractive for manufacturers and this can be done
through sharing of knowledge regarding CE...". Transparency of infor-
mation and traceability of materials must be offered from companies
throughout the supply chain. This will not only make recycling pro-
cesses more efficient but can work to identify new collaborations
and foster trust between existing partnerships. In line with this need
for transparency, some companies mentioned the use of material
passports and platforms which have been developed to help facili-
tate this sharing of CE data, for example, Excess Materials
Exchange (n.d.) & Madaster (n.d.).

4. Improved reputation and eligibility for future incentives

All companies suggested that by externally communicating their
CE objectives they are positioning themselves as outwardly
sustainability-oriented and ultimately, as frontrunners of CE imple-
mentation. This can then improve their reputation and attract new cli-
ents and employees. Several companies were not shy to declare that
by publicising their commitments towards advancing CE, they are able
to capitalise from the growing public attention on CE as a ‘buzzword’

topic. This then allows companies to apply for and receive CE-specific
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financial incentives awarded by numerous governmental and/or finan-

cial institutions (as discussed in Section 2.3).

4.2 | Feasibility and relevance of CE within
corporate sustainability reporting

The focus group participants discussed the most important aspects
which make sustainability reporting feasible within their company.
The most frequently mentioned aspects were: (1) use of clear guide-
lines or standards to ensure comparability and structure of sustainabil-
ity report contents; (2) cooperation of all stakeholders, increasingly
with suppliers and customers; (3) a clear vision, support and leadership
from upper management; and (4) internal capacity—factors such as
time, data availability, resources, ownership. Participants were then
asked if these aspects for the feasibility of sustainability reporting
were different for CE aspects. Unanimously, all companies agreed that
there is no difference. Participants from larger companies suggested
that the materiality processes are key to increasing the internal capac-
ity of companies to collect, assess and report data for CE. If, through
the materiality process, a company and its stakeholders have identi-
fied CE as a significant material issue then it must allocate resources
to collect data and adequately report on it.

In order to offer practical suggestions, focus group participants
evaluated the feasibility and relevance of CE reporting/disclosure to
seven key report elements of sustainability reports as defined in the
CSRD (EC, 2021) (results shown in Table 5).

As all participants represent companies which are actively
engaged with CE, it is no surprise that overall, companies found CE to
be relevant content and relatively feasible to integrate throughout
their sustainability reports. With respect to the dimension of rele-
vance, the key content element of (7) Governance was determined to
be the least relevant as companies generally did not include many CE-
specific roles or criteria within their governance structures. Zooming
in on the results for the dimension of feasibility, (3) Risks and Oppor-
tunities and (6) Sustainability Outlook and Performance were deemed
to be the least feasible report elements to integrate CE within. Com-
panies discussed the difficulty with CE-specific target and indicator
selection for their sustainability reports as well as how to communi-
cate the various risks and opportunities for CE. To address this, these

two report elements were selected to discuss further and develop

ideas on how best to support companies to improve the feasibility of
integrating CE content.

421 | Goals of integrating CE within corporate
sustainability reports

Focus group participants discussed what goals they would like to
achieve through producing a CE disclosure (summarised in Table 6).
Answers were then organised in seven goals which outline the value
of CE within corporate sustainability reporting, according to these
companies' experiences. Across all three focus groups, Goal #7 was
raised as an increasingly critical outcome. In addition, Goal #6 was

gaining importance within most companies.

43 | Recommendations for the integration of CE
within corporate sustainability reports

The following section presents the results of the synthesis phase and
provides practical contributions to support companies: (i) describing
their CE activities (Section 4.3.1); (ii) identifying and reporting risks for
CE (Section 4.3.2); and (iii) developing and disclosing CE-specific tar-
gets and indicators (Section 4.3.3). These proposed recommendations
are applicable with the reporting requirements of common disclosure
frameworks, including those from the GRI and IIRC.

431 | Describing circular economy activities

To simplify dialogue on a company's value creation story and align
with the suggested criteria proposed by financial institutions
(as discussed in Section 2.3), it is recommended that companies con-
sider how their CE activities result in long-term growth of the com-
pany's key objectives. To frame this description, companies may
utilise the approach built from the findings of this research (shown in
Figure 2). This approach encourages companies to consider three
aspects when developing the description of their current and planned
CE activities: (1) their position in the value chain (illustrated with
seven stages adapted from Kalmykova et al. (2018)); (2) the attributes
of the entity; either adopter (internal) or enabler (external) and

TABLE 5 Median values of focus

No. Key content element Feasibility to integrate CE Relevance to CE . .
groups participants' ratings of each from
1 Stakeholder inclusiveness 3 3 1 (not relevant/feasible) to 3 (very
2 Business model 3 3 relevant/feasible).
3 Risks and opportunities 2 2.5
4 Strategy 3 3
5 Materiality 3 3
6 Sustainability outlook and performance 2 3
7 Governance 3 2

Note: Values lower than 2.5 (highlighted in red) were determined to be the least relevant/feasible.
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(3) which of the strategies in the ‘10R framework’ are being
employed. For example, a company working in the waste management
sector that collects and recycles waste from other companies may
state ‘Recycling waste products of other companies’ (End of life x
Enabler x Recycle). Alternatively, a company in the manufacturing
sector may describe one of their CE activities as ‘Designing products
with improved modularity for easier repair’ (Design x Adopter x
Repair). In addition, companies should consult the description of CE
business models described by the EIB (2019), financial institutions,
and other relevant stakeholders to confirm that descriptions of their
CE implementation will ensure their eligibility for certain CE-specific
financing opportunities.

TABLE 6 List of seven goals for companies to achieve when
integrating CE aspects within corporate sustainability reports.
No. Description of goals

1 Increase awareness of- and promote- an understanding of
circular economy to stakeholders and the wider community

2 Drive internal cultural change and employee engagement
towards circular economy

3 Implement processes to identify relevant risks and
opportunities for circular economy

4 Communicate their circular economy vision, through
descriptions of their current and planned circular economy
activities

5 Revaluate targets and indicators, in line with the company's

established circular economy objectives as well as relevant
international policies

6 Meet common screening criteria for circular economy
incentives through achieving eligibility developed by
financial and non- financial institutions

7 Attract and retain new talent who share the company's circular
economy values and ambitions

1. Position in the value chain

2. Attributes of entity

Environmental Management

4.3.2 | Risks and opportunities for circular economy
Risks and opportunities are topics that may influence the long-term
growth of a company's business model, acknowledging ongoing devel-
opments throughout society as well as the business environment
(UNEP, 2021). Within a company's CE disclosure, it is recommended
that they describe the key risks and opportunities that arise from their
implementation of CE strategies and which may influence their long-
term value creation strategy. By doing so, companies can ensure they
stay ahead of any upcoming policies and market trends, before exter-
nal issues force them to change their business models. To support the
identification of relevant CE-related risks, companies may utilise the
approach to risk identification adapted from Dulia et al. (2021). This
approach groups risks and opportunities into 10 categories: (1) Techni-
cal; (2) Market; (3) Institutional; (4) Social/Cultural; (5) Economic;
(6) Knowledge and skills; (7) Organisational; (8) CE framework;
(9) Financial; and (10) Logistics. An example of how to use this
approach for four of the categories in the context of CE are provided
in Table 7. Once risks associated with the transition to a CE have been
identified, companies should evaluate the likelihood of each risk
occurring as well as determine their prioritisation to address within
their specific business and sustainability context. Following this, com-
panies can assess all potential risks and transform them into opportu-
nities (as is shown in Table 7). Alternatively, companies may approach
the identification of risks and opportunities according to each stage of
the product life cycle (as shown in Figure 2) which may also serve as a

basis for indicator development and for use within decision making.

43.3 | Circular economy outlook and performance

As required by the CSRD, corporate sustainability reports should pre-

sent the company's performance with respect to progress towards

3. 10R framework

1.
7.End .
of life Mate.rlal
sourcing
6.
Collection Deii n Ad: -ter
& Disposal . x 8
5: ) 3. B.
Consumption Manufacturing Enabler
& Use
4.
Distribution
& Sales

for circular strategies

RO | Refuse

R1 | Rethink

R2 | Reduce

Companies which adopt a
circular approach in their R3
business activities

Reuse

x _A_. ; R4 | Repair
Prod ULE RS | Refurbish

Companies which
provide technologies
Al R6 | Remanufacture
improve the circularity R7 | Repurpose
of the economy
R8 | Recycle
PP on o

R9 | Recovery

Position in value chain (1-7) x Company attribute (A-B)
X R-strategy (RO-R9)

FIGURE 2 Overview of an approach to support the identification and communication of CE activities and ways to frame their relevance to

the company's business model.
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TABLE 7 Approach to support the identification of CE-related risks and opportunities grouped into four categories with examples (using the
CE-risks and opportunities listed in Table 6 and categories adapted from Dulia et al. (2021)).

Risks associated with:

Opportunities created with:

Risk categories Relying on the linear economy

Technical Equipment used within linear production
lines become outdated

Market Higher resource prices and greater
volatility due to resource depletion

Institutional Increasing GHG emission regulations for

manufacturing and end-of-life
incineration

Social/Cultural Damage to the company's reputation

due to company's use of materials
producing high environmental impacts

their established CE objectives, linked to their sustainability perfor-
mance context. Until a formalised benchmark/standard for CE assess-
ment and reporting containing mandatory indicators for CE is
finalised, it is recommended companies focus on developing both tar-
gets and indicators for CE in line with their own CE objectives, as out-
lined in their corporate strategy. In addition, companies shall review
the relevant targets for sustainability published by regional, national,
international and sectoral policy makers and regulators, for example
the targets of the Sustainable Development Goals (United
Nations, 2016). By linking the company's own targets with those set
by international policies, companies can demonstrate more clearly
how their business model and strategy are in line with society's sus-
tainability objectives. However, if a company chooses to do this, they
must ensure that they are reporting indicators to measure their pro-
gress towards these broader sustainability goals or they may open
themselves up to claims of greenwashing, or more specifically ‘SDG-
washing’ (Heras-Saizarbitoria et al., 2021). The process of developing
targets and indicators should be completed after identifying the
risks and opportunities associated with implementing CE strategies.
The following subsections will demonstrate potential approaches
companies may use to select and develop appropriate targets and
indicators for CE which can then be included within their sustainabil-

ity report.

Development of targets and indicators for circular economy

Targets for CE are guideposts for executing strategies to advance the
company's CE vision and overall sustainability strategy (Moraga
et al,, 2019). It is recommended that companies should first evaluate
their CE objectives and how they integrate within their business
model. From here, the company may take two approaches to develop
relevant targets for CE (both quantitative and qualitative). The first
approach is to base targets and indicators for CE on the specific CE
strategies implemented within the company (outlined in Figure 2); for
example, a company that is implementing the strategy of ‘R2 -

Reduce’ to eliminate non-renewable materials within the packaging

Adopting CE strategies

Quality degradation of recycled/reused
products and materials

Inefficient accounting and valuation
methods for secondary materials

Anticipated developments to regulations
with stricter requirements regarding
packaging requirements, use of plastics

Consumer rejection of remanufactured
goods due to quality concerns

The transition to a circular economy

Reduction in manufacturing costs
through recycling waste and by-
products

Improvement in supply chain resilience
through becoming less dependent on
non-renewable resources as primary
inputs

Company's preparedness for future
regulatory changes will allow company
to becoming CE front runner

Attracting talent who support CE and
broader sustainability initiatives

used for their own products. An appropriate target may be ‘50% of all
plastic packaging made from recycled or renewable sources by 2024’
and a corresponding indicator would be ‘In 2023, 40% of total plastic
packaging was made from recycled or renewable sources’. With this
approach, companies can warrant that they are disclosing targets and
indicators for not only ‘low-ranking’ CE activities (e.g. recycle) but
also ‘high-ranking’ CE activities (e.g. reduce). It is also important that
companies do not combine multiple CE strategies within one target or
indicator, for example, ‘% of waste that is recycled, reused or recov-
ered’. By doing this, stakeholders are unable to determine if increases
to this value are due to improved CE performance (e.g. more waste
being reused) or in fact, decreased CE performance (e.g. less waste
being reused or recycled but more waste being recovered).

The second approach a company may use to develop targets and
indicators is based on the CE-specific risks and opportunities identi-
fied. Examples of this approach are shown in Table 8.

Finally, if the company chooses to report any single metrics—for
example, a circularity score—or the results of any industry-designed
assessment approaches for CE—for example, the Circulytics from
EMF (2022) -the results must be accompanied with an explanation of
the methodology used to derive them, to demonstrate the company's

commitment to transparency.

44 | Discussion
This study engaged with companies operating in Italy and the
Netherlands that are experienced with CE implementation and it cap-
tured their experiences with- and perspectives on- the fast-evolving
landscape of CE disclosure. This section offers a reflection on the
results in the context of two central themes: (i) acknowledging CE-
related trade-offs within risk management; and (ii) communicating CE
value creation within corporate sustainability reporting.

As mentioned before, despite the increasing popularity of CE to

address sustainability challenges, the benefits of implementing CE
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TABLE 8 An example of using the identification of risks and opportunities to develop relevant targets and indicators for CE disclosure.

Risk of relying on the linear

economy Opportunity

Market  Losing customers because of
increasing demand for
sustainable products,
materials and services

new customers seeking
sustainable products,
materials and services

activities must not be assumed, as numerous potential sustainability
trade-offs exist (Harris et al., 2021). Industry and research efforts con-
tinue to develop relevant assessment approaches for CE—for example,
Circulytics from EMF (2022) or Circularity Transition Indicators from
WBCSD (2020), however, these approaches are generally designed to
produce CE-specific targets and indicators for internal use only
(Opferkuch et al., 2022). For the context of sustainability reporting,
the results of this research highlight synergies with recent CE-specific
developments in sustainable finance, in particular the screening and
eligibility criteria being proposed by relevant financial institutions
(EIB, 2019). Scholars from these two fields of research can align
efforts to further clarify what CE-specific content should be included
within corporate sustainability reports. These efforts can support the
need for all stakeholders to continuously drive transparency of CE
data, in particular in the context of sustainability data management
within the digital transition (Centobelli et al, 2018; Pattnaik
et al., 2021). Furthermore, this research contributes to the evolving
research area integrating risk management processes to identify and
balance sustainability trade-offs (Hauschild et al., 2022).

In addition, previous studies have suggested that for the identifi-
cation of CE-specific risks and opportunities, companies should
acknowledge the risks of staying in the linear economy (Dulia
et al., 2021; EIB, 2019). However, what has been largely ignored are
the new potential risks associated with implementing CE activities
(outlined in Table 7). In line with the aforementioned research efforts
to encourage companies to evaluate CE-related trade-offs, the results
of this research encourage companies to identify and disclose risks
associated with the following: (i) remaining in the linear economy; but
also (i) risks associated with implementing CE strategies. This will
allow companies to demonstrate the true trade-offs associated with
CE (and more broadly sustainability) to their external stakeholders and
reduce potential claims of CE-related greenwashing.

The increasing number of changes within the sustainability
reporting landscape which attempt to simplify issues across frame-
works, can in fact exacerbate the discourse that sustainability report-
ing is a burden and a ‘tick the box’ exercise for companies (Aureli
et al., 2020; Michelon et al., 2015). Nevertheless, researchers have
previously demonstrated that sustainability reporting processes can
act as a driver facilitating change towards corporate sustainability
both within a company (Adams & McNicholas, 2007; Lozano

Enter new markets and attract

Target examples

o 40% of products and

services designed with
circular economy strategies
by 2025

25% of revenue generated
from the sale of products
and services designed with

Indicator examples

e The percentage of products

and services designed with
circular economy principles
Share of revenue generated
from the sale of products
and services designed with
circular economy principles

circular economy principles
by 2025

et al., 2016) and improvements to corporate reputation and legitimacy
(Ashforth & Gibbs, 1990; Brammer & Pavelin, 2006). The results of
this study suggest that companies which are externally communicat-
ing their CE activities can experience a range of benefits and value
creation. These findings reflect the various types of tangible and
intangible value associated with CE as categorised by Haines-Gadd
and Charnley (2019). However, comparing these different types of
value with the existing evidence of CE within corporate sustainability
reports suggests that companies are not disclosing their CE activities
to recognise these types of value being created (Opferkuch
et al., 2022). Therefore, it remains unknown, if CE can act as a trans-
formative model to drive integrated thinking (as suggested by Bar-
nabé & Nazir, 2022) as there is a risk companies will continue to
adopt and communicate their CE activates through a limited set of
resource-based indicators. Nevertheless, the recommendations pro-
posed within this article aim to avoid this and encourage companies
to understand the full potential of the CE model within their value
proposition.

5 | CONCLUSIONS

This exploratory study aimed to capture the perspectives of compa-
nies actively integrating their CE-related activities into their external
communication and sustainability reporting processes. Furthermore,
this article contributes practical recommendations to improve the fea-
sibility of companies reporting their CE activities. To achieve this,
43 semi-structured interviews and subsequent focus groups were
conducted with companies operating in either Italy or the
Netherlands, not limited by sector, but considered frontrunners in CE
implementation. The results compiled a list of major challenges of-
and benefits from- externally communicating their CE activities that
companies experienced. Namely, three main challenges were identi-
fied: (1) lack of CE assessment and/or reporting benchmark; (2) com-
plexity of CE data; and (3) the lack of consumer awareness and
customer acceptance of circular products. Complementarily, the four
benefits experienced by companies were: (1) CE is a powerful story-
telling tool; (2) CE is a tool for sustainability education; (3) CE requires
and drives transparency; and (4) CE allows for improved reputation

and eligibility for future incentives. Additional findings highlight seven

85UB017 SUOWILOD aAIIe8ID 9|aedljdde au Aq peusenob ale seoie VO ‘8sn Jo sejn Joj Aeiq i 8uluQ A8]IA\ UO (SUOTIPUOD-PUR-SWR)W0Y" AS 1M Alelq 1 pUI|UO//:SdNY) SUOIPUOD Pue SWwie | 8Y)8eS *[202/TT/80] Uo Areiqiqauliuo Ae|IM 8L Ad 262 189/200T OT/I0P/W0D A3 | m-Atelq 1 puluoy/sdny woj pepeojumod ‘S ‘€202 ‘996ESEST



B

OPFERKUCH ET AL

270 | WILEY— et o &
critical factors which should be considered by companies preparing
CE content for their corporate sustainability report, including: a bal-
ance between qualitative and quantitative data, internal (adopter) and
external (enabler) activities as well as describing CE activities as indi-
vidual strategies utilising the 10R framework originally proposed by
Potting et al. (2017). Findings also demonstrate the relevance of- and
feasibility to- integrate CE within specific report elements, revealing
that companies find it least feasible (and therefore will require assis-
tance) to include CE content within: (i) risk and opportunity identifica-
tion as well as (i) target and indicator selection within the
sustainability performance report section. To address this, this article
has proposed recommendations based on a synthesis of the study's
findings and academic literature to improve the feasibility for compa-
nies incorporating CE aspects within their voluntary or mandatory
corporate sustainability report.

As the authors have stated in previous studies, future work
should help to build the capacity for companies to assess and report
various sustainability issues in general, not only exclusively for
CE. The findings of this study encourage researchers to explore the
influence of increasing CE implementation on existing risk identifica-
tion and management processes, potentially connecting sustainability
trade-off research with due diligence processes. In addition, the
frameworks of financial institutions to evaluate and screen corporate
reporting of CE should align with efforts from academic research on
CE (e.g. considering the social impacts of implementing CE strategies).
In particular, ensuring that academic discussions on the various con-
ceptualizations of CE and sustainability are not ignored by those insti-
tutions which are now evaluating CE implementation. Finally, in order
to increase the demand for transparency and reduce instances of
greenwashing of CE activities, translating academic CE research into
meaningful educational resources should be prioritised, in order to
increase both societal awareness and understanding of CE and ulti-

mately, pro-sustainable production and consumption behaviour.
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APPENDIX A
TABLE A1 Overview of characteristics of interview respondents and focus group participants (n = 43).
Interviewee Company Focus group
# Country  Sector size Department (1-3)
1 IT Accommodation and food service Micro General management
activities
2 IT Construction Micro General management
3 IT Other Micro Sustainability and corporate social
responsibility
4 IT Accommodation and food service Micro Marketing and sales
activities
5 IT Professional service activities Micro Research and development
6 IT Other Micro General management
7 IT Manufacturing Micro General management
8 IT Professional service activities Micro General management
9 IT Manufacturing Micro General management
10 IT Other service activities SME Sustainability and corporate social
responsibility
11 IT Other SME General management
12 IT Accommodation and food service SME General management
activities
13 IT Manufacturing SME Research and development
14 IT Manufacturing SME General management
15 IT Manufacturing Large Sustainability and corporate social
responsibility
16 IT Accommodation and food service Large Sustainability and corporate social
activities responsibility
17 IT Water and waste management Large Research and development
18 IT Water and waste management Large Sustainability and corporate social 1
responsibility
19 IT Manufacturing Large Sustainability and corporate social
responsibility
20 NL Other service activities Micro General management
21 NL Other Micro General management
22 NL Construction Micro Research and development
23 NL Other Micro General management

(Continues)
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TABLE A1 (Continued)
Interviewee
# Country
24 NL
25 NL
26 NL
27 NL
28 NL
29 NL
30 NL
31 NL
32 NL
33 NL
34 NL
35 NL
36 NL
37 NL
38 NL
39 NL
40 NL
41 NL
42 NL
43 NL

APPENDIX B

TABLE B1
Content

Corporate Social Responsibility and
Environmental Management

OPFERKUCH ET AL

Company

Sector size
Construction Micro
Professional service activities Micro
Other Micro
Other Micro
Other Micro
Other service activities Micro
Professional service activities Micro
Other Micro
Water and waste management SME
Other SME
Construction SME
Other service activities SME
Other service activities SME
Manufacturing SME
Other SME
Construction Large
Other Large
Manufacturing Large
Other Large
Other service activities Large

Performance on 10 R-strategies

Clearly stated definition

s of equations used to

determine CE targets and/or indicators

Balance of tangible and
circularity

intangible aspects of

Explanation of company's CE strategy/

business model

Long term CE vision
Internal (adopter) vs ext
activities

ernal (enabler) CE

Clear link of CE activities to energy used and

waste flows

Moving towards including social impacts of

CE activities

Quality

e (moving towards) External

verification of data

Targets with the intended

time to achieve them
Quantifiable indicators
Consistent units of
measurement for
comparability

Department

Sustainability and corporate social
responsibility

General management
General management

Sustainability and corporate social
responsibility

General management

Sustainability and corporate social
responsibility

General management
General management
General management

Sustainability and corporate social
responsibility

General management
General management
General management
General management
Research and development

Sustainability and corporate social
responsibility

Marketing and sales

Sustainability and corporate social
responsibility

Sustainability and corporate social
responsibility

General management

Structure

Focus group
(1-3)

List of critical factors to be included within CE disclosures most commonly suggested by focus group participants (n = 8).

e Included within sustainability report, linked with other ESG
material issues to paint full sustainability picture
e More frequent updates of CE projects and progress done

through social media and website
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