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Key messages

» A circular economy demands transparency
throughout complex supply chains to assess the
circularity of a product. This information, however, is
currently either of varying quality or difficult to find.

» (Circular IQ, a Dutch EIT Climate-KIC start-up, have
developed a cloud-based platform which stan-
dardises product and supply chain data, enabling
buyers to compare supplier circularity credentials.

» Innovative circular business models are, by
definition, unproven at scale, and this can make it
difficult to attract investment. Identifying suitable
financial vehicles and investors who understand this
new economic model is vital.

» Digitalinnovation aloneis not necessarily sufficient
to transform existing production systems; it requires
support from other system elements (e.g. circular
procurement policies which create new markets for
circular products).

Introduction

Public procurement — the purchase of goods, services and
works on behalf of a public authority — has significant power.
It accounts for an average of 12% of gross domestic product
(GDP) in OECD countries, increasing to almost 30% in develop-
ing countries (1). Sustainable procurement is increasingly rec-
ognised as having a key role to play in driving market demand
for products and services which can contribute to a reduction
in greenhouse gas emissions (GHGSs).

Ina European context, government spending accounts for 14%
of the EU's GDP (2) and efforts by Europe’s public bodies to

move towards more environmentally friendly procurement,
in line with the EU 2015 Action Plan for a Circular Economy
(3), are increasing. The circular economy refers to a restorative
economic model, which seeks to extend the life of products,
components and materials by keeping these in use within the
economy for as long as possible. Circular strategies include,
but are not limited to: eco-design, re-use, repair, refurbish-
ment, remanufacturing, product-service systems and recy-
cling. Despite efforts to align EU public procurement criteria
and procedures with circular economy principles (&), procure-
ment officials face several challenges.

Public procurement operates by way of a tender or competitive
bidding process, whereby a call for goods, services or works is
announced and the received bids are compared to ensure the
best price-quality combination. One of the biggest obstacles
that procurement officials face when opening procurement
for circular items relates to the lack of reliable and verifiable
data for comparative purposes. For example, the information
that manufacturers provide on their products’ environmen-
tal impact varies widely in breadth and quality. Even when a
product might be certified as “green” or “sustainable”, given
the complexity of global supply chains, this does not always
reveal much about the raw materials from which it is made.
There are also dozens of different accreditation schemes,
each with their own criteria and language, making like-for-
like comparisons difficult. This makes gathering, verifying and
standardising this data for comparative purposes complex.

Circular 1Q, a Dutch EIT Climate-KIC start-up founded in 2016,
seeks to address these challenges. Circular 1Q has developed a
cloud-based platform that supports improved decision-mak-
ing by procurement officials. By collecting and standardising
information on the circular performance of products, Circular
IQ enables buyers to make like-for-like comparisons of prod-
ucts, materials, and even the suppliers themselves. “We want
to increase transparency, because we think this can help spark
collaboration. Collaboration and exchange of data are vital
pre-conditions for arriving at a circular economy,” says Roy
\/ercoulen, co-founder and CEO of Circular 1Q.
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Figure 1: User experience of Circular IQ's platform © Circular IQ

Circular 1Q's
business model

Circular IQ's platform enables users to directly compare the
circularity credentials of products, materials, and even the
suppliers themselves. For example, a procurement official
choosing between two makes of chair might be presented
with a lifecycle analysis by one supplier and a sustainability
certification from a programme such as Cradle to Cradle by
another. But how can these be compared? Circular IQ's plat-
form provides an answer to this problem.

Buyers can invite any suppliers who have expressed an inter-
est in bidding for a particular tender to upload relevant data
on their products into Circular 1Q's system. Based on the par-
ticular buyer's requirements, Circular IQ extracts the relevant
information from these sources and presents it to the buyer
in a standardised format, enabling the buyer to compare the
products’ circular credentials in a straightforward way (See
Figure 1 for a visualisation of this process).

Circular 1Q's income comes from a fee paid by procurement
professionals and contract managers who use the platform;
it is free to use for suppliers responding to calls for tenders
through the platform. Circular 1Q configures its software to
meet procurement users' needs, offering pay-per-use ser-
vices for PDF downloads and benchmarks (5). Feedback from
Circular 1Q's customers suggests that the development and
evaluation of circular procurement projects can — without the
use of specialised software - take up to 50% longer than tradi-
tional procurement, meaning the Circular 1Q platform is fulfill-
ing a significant need while also saving time and money.

After going through several iterations of their business model,
with support provided by EIT Climate-KIC's Dutch Accelerator
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programme, Circular IQ concluded that the core value for their
customers is in access to the ‘product circularity reports’ gen-
erated by their platform. These reports display data that pres-
ent the composition of different products, materials or suppli-
ers, enabling objective assessments by procurement officials.
Not only do these reports facilitate benchmarking and support
decision-making, they also add value by easing communica-
tion between procurement colleagues and suppliers regarding
the circularity of products.

Since launching the firstiteration of its software in early 2017,
Circular 1Q has conducted pilot projects with a range of large
corporates such as Dutch telecommunication company KPN
and Office Furniture Manufacturer Royal Ahrend to ensure it
was targeting the right customer segment and creating value
for these users. These pilots enabled assumption testing on
the ground, and the resulting learnings have been crucial in
ensuring that Circular 1Q did not rush into product deployment
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Figure 2: Circular IQ's web and mobile interface © Circular 1Q
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prematurely. See Figure 2 for an example of Circular 1Q’s plat-
form user interface.

System Conditions

With climate change requiring urgent and concerted action,
there is a need to reconfigure and transform our economies
and societies. Revolutionary digital technologies alone will
not live up to the mark as they are not guaranteed access to
market; it is often the surrounding environment that proves
decisive on whether an innovation will flourish or perish. This
is because the innovation is a part of a wider system and in-
fluenced by key system elements, such as: Policy, Skills, Be-
haviour, Market Structures, Information Flows, Organisational
Governance and Finance. Innovation needs to happen on all
these fronts ('systems innovation’) in order to achieve sub-
stantial system transformation.

Circular 1Q: Enablers

Policy

Policymakers and regulators at various levels (regional, na-
tional and supranational) can enable the development of
new markets for circular products, and circular enablers such
as Circular 1Q. Prime examples are the EU’s commitment to
circular procurement through the Action Plan for a Circular
Economy, and — at a national level — the Dutch government's
2016 commitment to increase the proportion of circular pro-
curement by public bodies in the Netherlands to 10% by 2020
(6). The implementation of these policies has been a key con-
tributing factor to Circular IQ's growth, as it has increased the
relevance of their offering.

Moreover, working with early adopters has validated Circular
IQ's platform and conferred credibility to this young business.
In 2017, for example, Circular 1Q supported the circular pro-
curement of new furniture for the Dutch Ministry of Infra-
structure and Water. Circular 1Q's software has been used to-
date for procurement budgets with a combined value of over
€430 million.

Market Structure

Prior to launching Circular 1Q, Vercoulen worked for the Cradle
to Cradle Product Innovation Institute, which confers its own
well-respected sustainability accreditation. His knowledge of
the sector prompted an early insight when setting up Circu-
lar 1Q: despite the many different certification schemes used
by suppliers, up to 80% of the criteria used by these schemes
were directly comparable. To make it possible for users to
select a set of criteria that works for them, the start-up de-
cided to incorporate and streamline overlapping criteria from
some of the leading standards (Cradle to Cradle, Hazardous
Substances Data Bank and US EPA, for example) — see Figure
3 for an example of a ‘product circularity report. In addition,
Circular 1Q works with third parties like Lloyd's Register (7) to
independently verify the data that has been provided by sup-
pliers (8).

Circular 1Q: Challenges

Information Flows

Circular 1Q initially underestimated the difficulty and complex-
ity involved in digitising supply chain data. Having initially out-
sourced this activity to keep costs down, the lack of digitised
information flows in supply chains prompted Circular 1Q to
bring its software development in-house.

Data security presents another challenge related to ensuring
smooth information flows. Working with multinational com-
panies' data, for example, will require a significant ramping up
of the level of security provided by Circular 1Q’s platform. One
avenue the start-up is exploring to address this challenge is
the incorporation of blockchain technology into its platform to
ensure the traceability and certification of every component
throughout a supply chain, from manufacturer to end-user
(9). While such solutions might require significant investment
upfront, it is expected that in the long-term they will increase
the value of Circular 1Q's offering and generate new business
opportunities.

Finance

Attracting finance can prove difficult for innovative circular
businesses. Circular 1Q has had challenges attracting further
investment even after having secured over 40 paying public
and private procurement customers from government organ-
isations to corporates like DSM, ABN AMRO, and Accenture,
among others (10). In the period 2018-2019 the start-up has
been raising pre-seed investment with a target of €600k for
this round. However, in terms of maturity, there is a gap be-
tween what funders are looking for and what Circular 1Q offers.
Conversations with venture capital firms have sparked interest
but “"they wanted us to come back when we had 100 paying
customers’, says Vercoulen. In an effort to bridge this funding
gap, the company has widened its focus to also include infor-
mal investors, such as business angels, and had already se-
cured €525k of their original €600k target by the end of 2018.
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Figure 3: Sample Product Circularity Report, audited by Lloyds register
© Circular 1Q
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Conclusion and lessons learnt

Circular business models built on data need to invest in
cyber-security and data protection.

Raising capital for innovative circular businesses can be
challenging.

Policy and regulatory frameworks have a key role to play
in creating demand for circular products.

Access to data is key to accelerating the transition to a cir-
cular economy,.

Disclaimer

The information contained in this paper is provided for general
information purposes only. Views are those of the author and
do not reflect the views of EIT Climate-KIC, unless stated. While
care has been taken to ensure that the information is accurate,
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reflection and discussion.

We would like to thank:

- Series Authors: Simon Brandon and Dr Geraldine Brennan

- Series Editors: Dr Geraldine Brennan (CUSP Research Fellow,
Middlesex University), Maria Loloni (EIT Climate-KIC)

- External Reviewers: \asileios Rizos (Centre for European

the publisher cannot accept responsibility for any errors or
omissions, or for subsequent changes to details given. EIT
Climate-KIC provides no warranties or representations as to
the completeness, accuracy or suitability for any purpose of this
paper’s content, nor any other warranty of any kind, express or
implied, including but not limited to, warranties of satisfactory
quality, non-infringement or compatibility. All rights reserved.
This paper is supplied for the information of users and may not
be distributed, published, transmitted, reproduced or otherwise
made available to any other person, in whole or in part, for any
purpose whatsoever without the prior written consent of EIT

Policy Studies) and Catherine Weetman (Re-think Solutions)

Endnotes:

(1) UNEP (2018) Building circularity into economies through sustain-
able procurement. http:/www3.weforum.org/docs/WEF _Building_
circularity _through _sustainable _procurement_WCEF _2018.pdf
(2) EC (2016) Buying Green — A Handbook on Green Public Procure-
ment (3rd Ed) http:/ec.europa.eu/environment/gpp/pdf/Buying-
Green-Handbook-3rd-Edition.pdf

(3) EC (2015) Closing the loop - An EU action plan for the Circular
Economy, Section 2 https:/eur-lex.europa.eu/legal-content/EN/TX-
T/?uri=CELEX:52015DC0614

(4) EC (2017) Public procurement for a Circular Economy — Good
practice and guidance. http:/ec.europa.eu/environment/gpp/pdf/

Public_procurement_circular_economy _brochure.pdf

(5) Circular 1Q Solutions (2018) Investment Case v.1.2, European
Commission Eco-Innovation Action Plan Website. https:/ec.europa.
eu/environment/ecoap/sites/ecoap _stayconnected/files/field/
field-scb-solution-files/circular _iq_solutions.pdf

(6) Dutch Government (2016) A Circular Economy in the Netherlands
by 2050, The Netherlands. https:/www.government.nl/documents/
policy-notes/2016/09/14/a-circular-economy-in-the-nether-
lands-by-2050

(7) Lloyds Register's website: http:/www.|loydsregister.nl/nl/

(8) Emerge Disruption (2017) Circular 1Q brings the circular economy
closer to data management https:/www.emerce.nl/best-practice/

Climate-KIC. © EIT Climate-KIC 2019

circular-ig-brengt-circulaire-economie-datamanagement-dichterbij
(9) EIT Climate-KIC (2018) Digitalisation — unlocking the potential of
the circular economy. https:/www.climate-kic.org/in-detail/digitali-
sation-circular-economy/ and Circle Economy (2018) Blockchain and
the circular economy: an exploration https:/www.circle-economy.
com/blockchain-and-the-circular-economy-an-exploration/

(10) Circular 1Q Solutions (2018) Investment Case v.1.2, European
Commission Eco-Innovation Action Plan Website. https:/ec.europa
eu/environment/ecoap/sites/ecoap _stayconnected/files/field/
field-scb-solution-files/circular_iq_solutions.pdf

CIRC
‘ e Climate-KIC ULAR
et [ <3 ] I Q

climate-kic.org



