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An EPR system and new business models to increase reuse and recycling of textiles in the Nordic region

Summary of 2013 reports

David Watson & Nikola Kiørboe (CRI), David Palm, Haben Tekie, Steve Harris & Tomas Ekvall (IVL), Thomas Lindhqvist (Lund University), Kari-Ann Lyng (Ostfold Research), Hanna Salmenperä & Helena Dahlbo (SYKE)

1.   Key Messages


	Only one functioning mandatory EPR system for textiles currently exists globally (France) with another in the pipeline (Canada). When run collectively, mandatory EPR has the potential for capturing large quantities of used textiles cost effectively.

	Overall environmental gains can be increased through promoting so-called upstream effects: designing products to last longer, to be easily recycled at end of life, and with lower use of hazardous chemicals during production. Collective EPR schemes can encourage these effects but only if designed carefully.

	There is a diverse and rapidly developing landscape of innovative business models for textiles. However, many models encounter marketing, financial, human resource, and regulatory obstacles.

	Traditional perceptions of selling, buying and owning textiles are a common barrier to all of the models identified. Raising awareness of alternatives amongst both consumers and producers is crucial to their spread and acceptance.

	Design for durability is an important supporting element of lease, repair, clothing libraries, luxury second hand and resell of own brand models. Policies are needed which encourage design for durability and higher quality.

	Some brands/retailers encourage customers to return used textiles by giving rebate coupons on new products in return. Such incentives can risk offsetting the environmental gains of these schemes. Producer/retailers should consider alternative types of incentives.

	Models which are based on reuse and longer lifetimes give higher environmental benefits than models which are based on recycling.

	Several of the business models will create new collection, sorting, service and repair jobs in the Nordic countries, at the expense of production jobs in Asia.

	A qualitative evaluation of the costs and benefits of 4 models was carried out: Mandatory EPR, Voluntary collective EPR, In-store collection with a partner and Resell of own brand. The systems should not be viewed as mutually exclusive.

	The potential magnitude of collection is the most crucial characteristic with respect to overall environmental gains. Mandatory or widely adopted voluntary collective EPR systems can collect much larger volumes than in-store collection and resell of used own brand models.

	All models appear to be break even, but the resell of own brand model enjoys the highest profit margin. The mandatory EPR system would create most green jobs while the in-store collection with partner would create fewest.

	The reuse element gives by far the largest environmental gain per collected tonne for all four models. The low value of non-reusable textiles means these contribute a minor amount to revenues. A technological breakthrough in cost efficient high grade recycling combined and design of textiles for recycling would work in favour of all models.



The key messages and findings presented in this report are part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.

2.   Overview

This report is the primary outcome from Part I of the project “An extended producer responsibility (EPR) system and new business models to increase reuse and recycling of textiles in the Nordic region” initiated by the Nordic Waste Group (NAG). The report for Part 2 will be published in December 2014.

The production and use of textiles cause significant global environmental impacts. These impacts can be partly reduced through a greater reuse, and where reuse is not possible, recycling of used textiles.

The aim of the project – An EPR system and new business models to increase reuse and recycling of textiles in the Nordic region – is to propose policy packages in Nordic countries which would support extended producer responsibility (EPR) systems and innovative business models which promote greater reuse and recycling of used textiles. In addition to reducing environmental impacts such policy packages would also increase the competitiveness of the Nordic region.

The project is part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth. The initiative identifies eight priorities aimed at greening the Nordic economies, one of which is to develop innovative technologies and methods for waste treatment.

To realise the Prime Ministers’ vision, the Nordic Waste Group (NWG) launched an initiative titled Resource Efficient Recycling of Plastic and Textile Waste, comprising of six projects aimed at identifying ways in which the reuse and recycling of plastic and textile waste can be increased. Three of them, including the subject of this report, concern textile waste.

This project for the Nordic Council of Ministers, is a joint cooperation between Copenhagen Resource Institute (Denmark), IVL (Sweden), Ostfold Research (Norway), SYKE (Finland), IIIEE at Lund University (Sweden) and Environice (Iceland).

The project began in June 2013 and will be completed end 2014. The aims of the work carried out in 2013 were to identify, describe and evaluate existing EPR systems and other innovative business models for clothing and other textiles, both in the Nordic countries and further afield.

The work has been carried out through a combination of literature studies and consultation with key stakeholders. Stakeholder involvement has been ensured, through the establishment and consultation of a Reference Group comprising a broad spectrum of experts and industry representatives. Further stakeholder input was obtained via a workshop held in November 2013 coordinated by the Sustainable Fashion Academy in cooperation with the Nordic Council of Ministers.

The work carried out in 2013 is presented in 3 reports:


	Report 1: Survey of existing EPR-systems and business models – this represented the output from the first stage of the project (Task 2). Relevant types of EPR models and business models which have potential for increasing recycling and reuse of textiles were identified and briefly described and a typology developed for structuring them. Some existing examples of companies/organisations engaging in each model were identified. These included companies/organisations in Nordic countries, wider Europe and the rest of the world. A draft report was sent to the Reference Group for consultation.

	Report 2: Evaluation of eight EPR-systems and business models – this represented the output from the second stage of the project (Task 3). Eight of the models identified in Report 1 were described in more detail. A first qualitative evaluation of the 8 models was also carried out. This considered aspects like challenges to the viability and spread of the model, potential for green job generation, potential environmental benefits and so on. The results are presented in a Fact Sheet for each model. A summary one page Fact Sheet was also developed for each.

	Report 3: Costs and benefits of EPR-systems and two business models – this represented the output from the third stage of the project (Task 4) and made use of input provided at the Nordic Workshop on textiles held in November. Four of the 8 models described and qualitatively evaluated in Report 2 were selected for a more quantitative evaluation of costs and benefits. Selection was carried out in consultation with participants at the Nordic workshop. The evaluations made use, as far as possible, of data gathered from businesses/organisations engaged in each model, supplemented with qualified assumptions where necessary.



The findings of the three reports are summarised below.

The three reports are then presented in their full form following the summaries.

Under the second part of the project in 2014, the consortium will develop and evaluate policy packages which can promote the more promising EPR systems and business models emerging from the first evaluations.

The reports are part of the Nordic Prime Ministers’ overall green growth initiative: The Nordic Region – leading in green growth. Read more in the web magazine Green Growth the Nordic Way at www.nordicway.org or at www.norden.org/greengrowth

3.   Summary of 1st Report
Survey of existing EPR-systems and business models which can increase reuse and recycling of textiles

This report was developed under Task 2 of the Nordic Council of Ministers’ project “An extended producer responsibility (EPR) system and new business models to increase reuse and recycling of textiles.” The project is one of six projects that constitute Resource Efficient Recycling of Plastic and Textile Waste, which was launched by the Nordic Waste Group (NWG) as part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.

The aim of Task 2 was to identify and gather available information about current practices and experiences in Europe and further afield on the use of EPR systems and business models to increase reuse and recycling of textiles.

The report first develops a more detailed description of the scope of EPR-type systems and other business models to be considered, and arranges these into different types. Each type is then described with use of existing examples from the Nordic countries and/or farther afield.

Relevant models are those that have the effect of reducing life-cycle impacts from the production and use of textiles via extending the active lifetime of textile products as far as possible and once this lifetime is over, ensuring that the materials in the products are recycled. In other words, models which maximise the value that can be drawn from a textile product. An element or result of such models may also be that producers are encouraged to make textile products that are more suitable for repair, reuse and recycling and free from hazardous substances (so-called upstream effects).

The review does not attempt to present an exhaustive catalogue of examples, but focuses instead on giving an overview of the various types of models/activities which currently exist and illustrating these with some examples.

The information presented in this report has been collected through desktop survey by referring to relevant reports, articles and studies. This information was gathered by the project team via previous projects together with web searches. Further, several members of the project team have attended a wide range of relevant workshops and seminars throughout the Nordic region, from which information and inspiration have been gathered. Finally a reference group of relevant stakeholders contributed with inputs and comments for the project.

The report is part of the Nordic Prime Ministers’ overall green growth initiative: The Nordic Region – leading in green growth. Read more in the web magazine Green Growth the Nordic Way at- www.nordicway.org or at www.norden.org/greengrowth

Findings

EPR systems have been divided into four different types, differentiating between mandatory and voluntary schemes and between schemes based on individual and collective responsibility. Mandatory EPR-systems for other types of products tend to be implemented via collective responsibility. Collective EPR schemes can inhibit incentives towards implementing upstream effects i.e. improving design of products for longer life-times and ease of recycling. However, via careful system design and specification incentives can be included even in collective systems to encourage upstream effects. For example, by giving rebates on producer participation fees for producers who engage in upstream activities. Upstream actions include reductions in the use of certain chemicals during the production of textiles, designing for a longer life, and avoiding fibre mixes to allow easier recycling at end of life.

Only one functioning mandatory EPR system for textiles currently exists globally (France) with one additional example in the pipeline (Canada). A number of EPR-like voluntary initiatives have been adopted by individual producers, however, which include take-back of used products combined with up-stream changes such as designing textile products to be more suited to recycling or reuse. Puma’s Incycle initiative is an example of this.

With respect to business models this report has focussed on individual activities/initiatives which can be included as part of a business model but which can also comprise the core of a business model. An individual company may engage in a number of different activities/initiatives related to reuse and recycling of textiles which together form part of its overall business model.

Relevant activities/initiatives were divided into five main categories which are further differentiated into 21 different types of activity, which can be implemented either by producers of textile products or other actors including non-profit organisations.

Product take-back schemes are already well known in the Nordic countries and further afield, but vary somewhat in terms of how used textile products are handled following collection. The category of reuse, resell and de-brand includes the largest range of models. These include both well-known and mature business models and newer less common concepts. The hire, leasing and borrowing models are mostly well-known when performed by actors outside the textile industry. It is less common and widespread when offered by producers but has begun to emerge in recent years. In general, hire, leasing and borrowing appears to be a flourishing and growing business area. Models for longer life are less common from the producer’s side. Finally, business models for redesign seem to be an emerging field with many creative ways to increase reuse of textiles.

The majority of EPR and business models/activities considered focus on downstream effects i.e. increasing the collection and recycling/reuse of textiles than on upstream actions. However, most of the models have potential to include upstream actions which would enhance and support the model. For instance, the hiring and leasing models when carried out by the brands themselves would benefit from design for durability and this is already occurring in some of the examples identified. Design for durability is also an important supporting element of lease, reuse, resell and de-brand models again when they are run by the brands/producers themselves. Where third party actors carry out these activities the direct upstream links are lost. Product take-bake schemes can also lead to upstream effects where the producers take back their own brand products only. In this context, designing for reuse or easier recycling can potentially increase the economic benefits of take-back schemes to the companies.

The study has revealed a diverse landscape of business models for textiles. The field appears to be developing rapidly with many businesses rethinking and developing their current activities and many new initiatives appearing. There is thus already a broad spectrum of experiences to draw from in forming new business models/activities in the Nordic region, though fewer examples of functioning EPR-schemes for textiles.

4.   Summary of 2nd Report
Evaluation of eight EPR-systems and business models which can increase reuse and recycling of textiles

This report presents the results of Task 3 of the Nordic Project “An EPR system and new business models to increase reuse and recycling of textiles in the Nordic region.” The project is one of six projects that constitute Resource Efficient Recycling of Plastic and Textile Waste, which was launched by the Nordic Waste Group (NWG) as part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.

Under this task, eight of the 24 EPR systems and business models that had been described in Report 1 were selected for a more detailed information gathering and qualitative assessment.

In selecting eight models for this qualitative assessment there was a focus on models that were felt to have potential for spreading given the right framework conditions. The models should also represent elements from the full spectrum of models identified in Report 1. The following eight models were selected for qualitative assessment:


	Mandatory EPR schemes

	Voluntary individual EPR (own brand)

	In-store collection with partner

	Leasing of own brand

	Resell of used own brand (either in-store or online)

	Clothing libraries

	Repair and fitting

	Luxury second hand shops



Each model is presented in a Fact Sheet which gives a short overview of the system or business model followed by a description in terms of challenges, assisting instruments, key economic costs and income factors, winners and losers and environmental benefits.

The Fact Sheets provide a wealth of information. Some common elements of interest are as follows. A mandatory EPR-scheme is likely to give the most significantly increases in the collection of used textiles. Individual voluntary EPR schemes, however, include strong incentives for upstream effects i.e. improvements in design to benefit reuse or allow effective recycling depending on the focus of the EPR system.

Mandatory collective EPR schemes can potentially provide incentives for upstream effects but this requires very careful design.

There is a wide range of business models which have been tested out in both small and larger settings. Some have been and are still successful whilst others have had to close down, in many cases due to financial obstacles or lack of human resources. There is thus a demand for financial assistance to cover start up, marketing and even running costs.

Traditional concepts of how textile products are marketed and offered to consumers are a common barrier. This concerns both how producers view their role in the market place and how consumers view their options for obtaining and disposing of products. Challenging the current linear models and raising awareness of alternatives amongst both consumers and producers is crucial for the successful spread and nurturing of innovative models. For a number of models citizens have a dual role as both the supplier of materials (i.e. used textile products) and demanders of the products or services (i.e. second hand or leased products). Both roles can be essential for the business model to flourish.

There is therefore wide agreement that more communication about these new business models is needed in order to secure a wider and more stable demand and supply. A number of models offer economic incentives to citizens to return used textile products once they have finished with them. For models involving take-back of used textiles some brands/retailers try to encourage customers to return used textiles by offering rebate coupons on new products in return. Such incentives can risk offsetting the environmental gains of the scheme by encouraging increasing consumption of new products. Producer/retailers should perhaps consider other types of incentives which don’t have this effect.

Many of the business models rely on textile items being used by several users and having their active lifetimes prolonged. For these business models increased quality of clothing and design with reuse and repair in mind are essential. There is thus also need for focus on the design phase via e.g. educating designers in long-lasting designs.

In relation to the environmental effects, models which are based on reuse (longer active lifetime for the garments), are expected to give higher environmental benefits than models which are based on recycling. There is, however, uncertainty about the so-called displacement rate. The displacement rate indicates the level to which the purchase (or share/hire) of a used item will replace the purchase of a new one. This is important when evaluating the magnitude of environmental gains offered by some models.

Finally, it is expected that several of the business models will create new collection, sorting, service and repair jobs in the Nordic countries, at the expense of production jobs in Asia.

The report is part of the Nordic Prime Ministers’ overall green growth initiative: The Nordic Region – leading in green growth. Read more in the web magazine Green Growth the Nordic Way at www.nordicway.org or at www.norden.org/greengrowth

5.   Summary of 3rd Report
Costs and benefits of EPR-systems and two business models for reuse and recycling of textiles

This report presents the results of Task 4 of the Nordic Project “An EPR system and new business models to increase reuse and recycling of textiles in the Nordic region.”

The project is one of six projects that constitute Resource Efficient Recycling of Plastic and Textile Waste, which was launched by the Nordic Waste Group (NWG) as part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.

The objectives of this task was to select four of the 8 models assessed in the 2nd Project Report and provide a more detailed and, where possible, qualitative evaluation of their costs and benefits. This evaluation, along with the results of the 2nd Report, should provide guidance to Nordic countries in identifying which of the models are worthy of further promotion. They will also together provide a starting point for the development of tailor-made packages of assisting policy instruments in 2014.

Selection of models for evaluation

Key criteria for selection of models for further evaluation was 1) size of impact on the textile flows and environmental gain 2) ease of implementation, 3) availability of relatively robust data and information for enabling an evaluation and 4) representation of a spread of different model types. The Nordic Council of Ministers Waste Group had already in the project description required that one of the models evaluated should be a mandatory EPR.

A first assessment of these criteria was made for all eight models emerging from Task 3 (2nd Report) and the results were presented at a Nordic workshop in Stockholm in November 2013. After discussions and interaction with the participants, the following four models were chosen for evaluation:


	Mandatory EPR.

	Voluntary collective EPR.

	In-store collection with a partner.

	Resell of own brand.



The evaluation should generate knowledge that is relevant for a discussion and decision on what model(s) could be implemented in the Nordic countries. Representatives for the Swedish EPA indicated that the creation of green jobs is a relevant aspect to investigate. Hence, the evaluation focused on the following aspects:


	Net environmental gain.

	Net economic costs.

	Number of green jobs created.



The results from Task 3 are mainly qualitative and the project does not allow for any substantial data collection or complex calculations and only simple indicative calculations are made. The data collection is limited to data gathered under Task 3 of the project, other recently completed projects and other easily available sources. Estimates of the order of magnitude can be done based on previous experience. Where qualitative data is not available, assumptions have been made supported by qualitative discussions.

The report is part of the Nordic Prime Ministers’ overall green growth initiative: The Nordic Region – leading in green growth. Read more in the web magazine Green Growth the Nordic Way at www.nordicway.org or at www.norden.org/greengrowth

Summary of evaluation and assumptions

It has been necessary to make a large number of assumptions during the evaluation, some of which can be significant sources of uncertainty. The assessments of Nordic-wide environmental gains, green jobs etc. are particularly uncertain since they include non-robust assumptions of the spread of each model within the region. In the light of the significance of some of these assumptions, this evaluation should not be viewed as grounds for selecting one system over another. It should rather be considered as a first evaluation of the potential of each system for bringing environmental and economic benefits as a basis for further study. Moreover, the systems should not be viewed as mutually exclusive. Both the in-store collection with partner and the resell of own brand systems can potentially be operated in parallel with or as a part of mandatory or voluntary collective EPR systems.

It is the reuse element which gives by far the largest environmental gain per collected tonne. The reuse level of collected used textiles has been estimated as lying in the range between 40% and 60% for all models. The displacement rate for reuse – i.e. the degree to which a resold article offsets the purchase of a new article – has been assumed to be similar for all models but could in reality differ widely. For example, the resell of used own brand could be expected to have a higher displacement effect due to the higher quality of resold items and their high price compared to average resold products under a mandatory EPR system.

It is the potential magnitude of collection that is, however, the most crucial characteristic of each system with respect to overall environmental gains. According to the evaluation, mandatory or widely adopted voluntary collective EPR systems have the potential for collecting much larger volumes of textiles than in-store collection and resell of used own brand models. The potential scale of the latter two models may have been underestimated in this evaluation with respect to the amount of used textiles collected per store, since they are still under development and consumer awareness of them is not high. However, it is the more all-encompassing nature of the EPR systems which ensures their dominance in terms of collected volumes.

Environmental gains resulting from changes in design or production of textiles have not been considered in this evaluation. If such gains were to be considered the in-store collection gives the least incentive for producers to engage in these design and production changes while the resell of own brand gives the strongest incentives. In particular companies engaging in resell of used own brand would have a clear incentive to produce high quality clothing to be able to sell the same product several times.

If collective mandatory or voluntary EPR systems are carefully designed they can also include elements which encourage such upstream effects. For example, contribution fees could be reduced for producers that avoid the use of certain hazardous chemicals during production, produce higher quality longer lasting articles or design for easier recycling i.e. by avoiding fibre mixes.

The economic evaluation identifies some clear winners though all models appear to be break even. The mandatory EPR system would create most green jobs while the in-store collection with partner would create fewest. A key issue for all models (although less for Resell of used own brand) is the low value of recyclable textiles. A technological breakthrough in cost efficient high grade recycling combined with appropriate design for recycling would work in favour of all models.

The table below gives an overview of the evaluation of the different models for the main evaluation criteria. The green jobs for the EPR systems may not necessarily be in the Nordic region since it may be hard to compete on sorting with sorting facilities with cheaper labour in other parts of Europe.

Table 1: Summary of the evaluation of the four models (Nordic region)

[image: Image]

Table 2: Summary of key assumptions and their influence on results
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1st Report:
Survey of existing EPR-systems and business models which can increase reuse and recycling of textiles

Task 2
By Nikola Kiørboe & David Watson (CRI)
Useful comment and input has been provided by the following members of the Reference Group for the project: Kerli Kant Hvass (CBS and KEA Design), Tina Hjort(KEA Design), Kirsi Niinimak (Alto University for Art & Design), Marja Pitkänen (VTT Finland), Cecilia Brännsten (H&M), Scott McIver & Tom Nilsson (Malmö Högskola), Anne-Marie Johansson (Swedish Chemical Agency), Bror Stende (Virke, Norway) and Bryndís Skúladóttir (Iceland Federation of Industries).
Kari-Anne Lyng (Østfoldsforskning) has managed and collated input from the Reference Group
1.   Key Messages

	The aim of this task was to catalogue and describe global examples of different forms of extended producer responsibility (EPR) and innovative business models to increase reuse and recycling of textiles.

	One functioning mandatory EPR system for textiles currently exists globally (France) with another in the pipeline (Canada). Mandatory EPR-systems for textiles and other products tend to be implemented via collective responsibility.

	There is a diverse and rapidly developing landscape of innovative business models for textiles. 21 different types of activities were identified. Producers/brands are increasingly adopting models which earlier had been run by other actors.

	The category of reuse and resell includes the largest range of models. These include innovative new models such as resell of used own brand. Hire, leasing and borrowing models run by producers are also beginning to emerge. Re-design is a further new field with many creative ways to increase reuse of textiles.

	Environmental gains of schemes can be increased through promoting upstream effects: designing products to last longer and to be more easily recycled at end-of-life. This includes low use of hazardous chemicals during production.

	Current EPR and business models mostly focus on downstream effects: collection, recycling and reuse. With careful design, most models have potential to include upstream actions which would enhance and support the model.

	Design for durability is a particularly important upstream action which supports lease, repair, clothing libraries, luxury second hand and resell of own brand models. Where third party actors carry out these activities the direct upstream incentives are lost.


2.   Executive Summary
This document reports on the findings of Task 2 of the Nordic Council of Ministers’ project ‘An extended producer responsibility (EPR) system and new business models to increase reuse and recycling of textiles’. The project is one of six projects that constitute Resource Efficient Recycling of Plastic and Textile Waste, which was launched by the Nordic Waste Group (NWG) as part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.
The aim of this first task of the project is to identify and gather available information about current practices and experiences in Europe and further afield on the use of EPR systems and business models to increase reuse and recycling of textiles.
The report first develops a more detailed description of the scope of EPR-type systems and other business models to be considered, and arranges these into different types. Each type is then described with use of existing examples from the Nordic countries and/or farther afield.
Relevant models are those that have the effect of reducing life-cycle impacts from the production and use of textiles via extending the active lifetime of textile products as far as possible and once this lifetime is over, ensuring that the materials in the products are recycled. In other words, models which maximise the value that can be drawn from a textile product. An element or result of such models may also be that producers are encouraged to make textile products that are more suitable for repair, reuse and recycling and free from hazardous substances (so-called upstream effects).
The review does not attempt to present an exhaustive catalogue of examples, but focuses instead on giving an overview of the various types of models/activities which currently exist and illustrating these with some examples.
The information presented in this report has been collected through desktop survey by referring to relevant reports, articles and studies. This information was gathered by the project team via previous projects together with web searches. Further, several members of the project team have attended a wide range of relevant workshops and seminars throughout the Nordic region, from which information and inspiration have been gathered. Finally a reference group of relevant stakeholders contributed with inputs and comments for the project.
The findings presented in this report are part of the Nordic Prime Ministers' overall green growth initiative: The Nordic Region – leading in green growth. Read more in the web magazine Green Growth the Nordic Way at www.nordicway.org or at www.norden.org/greengrowth
Findings
EPR systems have been divided into four different types, differentiating between mandatory and voluntary schemes and between schemes based on individual and collective responsibility. Mandatory EPR-systems for other types of products tend to be implemented via collective responsibility. Collective EPR schemes can inhibit incentives towards implementing upstream effects i.e. improving design of products for longer lifetimes and ease of recycling. However, via careful system design and specification incentives can be included even in collective systems to encourage upstream effects. For example, by giving rebates on producer participation fees for producers who engage in upstream activities. Upstream actions include reductions in the use of certain chemicals during the production of textiles, designing for a longer life, and avoiding fibre mixes to allow easier recycling at end of life.
Only one functioning mandatory EPR system for textiles currently exists globally (France) with one additional example in the pipeline (Canada). A number of EPR-like voluntary initiatives have been adopted by individual producers, however, which include take-back of used products combined with up-stream changes such as designing textile products to be more suited to recycling or reuse. Puma’s Incycle initiative is an example of this.
With respect to business models this report has focussed on individual activities/initiatives which can be included as part of a business model but which can also comprise the core of a business model. An individual company may engage in a number of different activities/initiatives related to reuse and recycling of textiles which together form part of its overall business model.
Relevant activities/initiatives were divided into five main categories which are further differentiated into 21 different types of activity, which can be implemented either by producers of textile products or other actors including non-profit organisations.
Product take-back schemes are already well known in the Nordic countries and further afield, but vary somewhat in terms of how used textile products are handled following collection. The category of reuse, resell and de-brand includes the largest range of models. These include both well-known and mature business models and newer less common concepts. The hire, leasing and borrowing models are mostly well-known when performed by actors outside the textile industry. It is less common and widespread when offered by producers but has begun to emerge in recent years. In general, hire, leasing and borrowing appears to be a flourishing and growing business area. Models for longer life are less common from the producer’s side. Finally, business models for redesign seem to be an emerging field with many creative ways to increase reuse of textiles.
The majority of EPR and business models/activities considered focus on downstream effects i.e. increasing the collection and recycling/reuse of textiles than on upstream actions. However, most of the models have potential to include upstream actions which would enhance and support the model.
Design for durability is a particularly important supporting upstream element of lease, reuse, resell and de-brand models again when they are run by the brands/producers themselves. Where third party actors carry out these activities the direct upstream links are lost. Product take-bake schemes can also lead to upstream effects where the producers take back their own brand products only. In this context, designing for reuse or easier recycling can potentially increase the economic benefits of take-back schemes to the companies.
The study has revealed a diverse landscape of business models for textiles. The field appears to be developing rapidly with many businesses re-thinking and developing their current activities and many new initiatives appearing. There is thus already a broad spectrum of experiences to draw from in forming new business models/activities in the Nordic region, though fewer examples of functioning EPR-schemes for textiles.
3.   Introduction and aim
This paper was developed as a sub-task under the Nordic Council of Ministers’ project ‘An extended producer responsibility (EPR) system and new business models to increase reuse and recycling of textiles’. The project is one of six projects that constitute Resource Efficient Recycling of Plastic and Textile Waste, which was launched by the Nordic Waste Group (NWG) as part of the Nordic Prime Ministers’ green growth initiative, The Nordic Region – leading in green growth.
The paper gathers information about current international experiences with EPR systems for textiles plus other relevant business models.
Relevant models are those that have the effect of reducing life-cycle impacts from the production and use of textiles via extending the active lifetime of textile products as far as possible and once this lifetime is over, ensuring that the materials in the products are recycled. In other words models which maximise the value that can be drawn from a textile product. An element or result of such models may also be that producers are encouraged to make textile products that are more suitable for repair, reuse and recycling and free from hazardous substances. The EPR models will include both voluntary market driven EPR models and models based on a legal framework for EPR plus other types of business models.
The paper first develops a more detailed description of the scope of EPR-type systems and other business models to be considered, and arranges these into different types. Each type is then described with use of existing examples from the Nordic countries and/or farther afield.
In Report 2, a number of these EPR systems and business models are selected and described and assessed in more detail.
4.   Scope of models to be considered in review
In the following chapters business models in general and EPR-systems in particular will be described in detail. It should be noted that at least some EPR-models can also be considered as business models, however, as a result of definitions in the tender, they are described in separate sections below.
4.1   Extended Producer Responsibility
The term “Extended Producer Responsibility” (EPR) was firstly introduced by Thomas Lindhqvist in 1990. EPR is based on the “polluter pays” principle, in the sense that it makes manufacturers responsible for the entire life-cycle of their products.
OECD defines EPR as an environmental policy approach in which a producer’s responsibility for a product is extended to the post-consumer stage of a product’s life cycle. An EPR policy is characterised by: (1) the shifting of responsibility (physically and/or economically; fully or partially) upstream toward the producer and away from municipalities; and (2) the provision of incentives to producers to take into account environmental considerations when designing their products. While other policy instruments tend to target a single point in the chain, EPR seeks to integrate signals related to the environmental characteristics of products and production processes throughout the product chain (OECD 2013).
Lindhqvist (2000) describes the term more simply, in that he sees the EPR-scheme as a policy principle to promote total life cycle environmental improvements of product systems by extending the responsibilities of the manufacturer of the product to various parts of the product’s life cycle, and especially to the take-back, recovery and final disposal of the product.
Part of the rationale for the EPR approach has thus been that giving responsibility for the end-of-life management of products to the manufacturer and/or importer of that product will lead to improvements along the product’s entire life cycle. More specifically, it is expected that the EPR will provide incentives to producers and importers to manage the products more efficiently, with less environmental risk by taking measures both up-stream and down-stream from sale. For the fashion and textile industry the up-stream activities are those activities which are closest to the production (i.e. from design to point of sale) whereas the down-stream activities are closest to the customer (i.e. from sale to end-of-life).
Figure 1: The value chain for the fashion and textile industry
[image: Image]
Source: Guidelines II (2012)
The up-stream measures could include design of products to be more suitable for reuse including increasing product quality reducing the use of toxic and hazardous substances during production processes, and designing products to be disassembled and recycled more efficiently. Downstream measures include the design of systems to increase collection rates, enhance reuse and recycling, and more environmentally sound treatment of end-of-use products.
What distinguishes EPR from other systems which involve take-back schemes is the intended creation of a feedback mechanism between the downstream and the upstream phases of products (Tojo et al. 2012). So far in Europe little evidence can be found of large upstream effects having resulted from current EPR-schemes for textiles or other products. Most activity has focussed on down-stream activities, i.e. point (1) in the OECD definition. Linkages to the up-stream activities (2) remain relatively weak.
4.2   Types of EPR-schemes
Tojo et al. (2012) describe EPR-schemes with respect to two different criteria: EPR-schemes can be either mandatory or voluntary and each of these two types of EPR-schemes can be introduced either individually or collectively. In the following the characteristics of the types of EPR-schemes will be presented in short.
Mandatory vs. voluntary responsibility
EPR-systems which are introduced by Member States either in response to European Union (EU) Directives or otherwise tend to be mandatory for the producers and importers included in the scope of the legal framework. At present there is only a single mandatory EPR-system for textiles in Europe. Mandatory EPR systems for other products such as packaging, batteries, end-of-life vehicles and electronics and electrical equipment have been the subject of EU Directives and implemented by Member States for a number of years. More detail is given on these in Chapter 6.
There are several voluntary take-back initiatives in the textile business, some of which include EPR-like characteristics. Voluntary initiatives are generally introduced by the producers or via voluntary agreements between industry and government and can be driven by e.g. ambitious CSR-departments in-house, pressure from the market i.e. customers, competition with other producers, a wider stakeholder group, increasing prices on raw materials etc. Businesses tend to include these initiatives as part of their marketing strategy in branding themselves as being environmentally conscious, as a way to differentiate themselves from competitors in the market. However in other cases the initiatives reflect a more fundamental adoption of sustainability concepts in the central values of the company as expressed by their CSR strategy.
Individual vs. collective responsibility
The difference between individual and collective responsibility refers to the way the responsibility is carried out in practice. Under individual responsibility the producers take back and manage their own products. Under collective systems producers and importers join up to pay a separate organisation to take back all products within the specific category. How the cost of collection and management is split between producers/importers can be allocated according to the volume or value of relevant products they have put on the market in the given year. Most mandatory systems allow producers/importers to choose between engaging in individual or collective systems.
In relation to encouraging upstream changes and waste prevention – that is, the reduction of environmental impacts downstream by changing the design of products/systems surrounding the products, the distinction between individual and collective responsibility becomes important. In the case of textiles, for example, upstream actions could include avoiding fibre mixtures to ease recycling, easy removable seams, zips etc., and reducing the use of hazardous chemicals (see Box 1).
individual
Under individual responsibility where each producer manages their own waste, there is a greater direct incentive to improve on design for reuse and/or end-of-life since it will reduce the company’s costs. In practice individual responsibility can prove a challenge, since each producer must introduce their own collection infrastructure.
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