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Executive summary The current utilization of natural resources in German and Europe is not sustainable, as inter alia stated by the German government as well as by the European Commission. At the same time increased resource efficiency could lead to various environmental but also economic benefits. This brief study commissioned by Changing Markets presents developments in the field of resource efficiency policies, analyses the status quo of resource consumption with a special focus on fast moving consumer goods and describes potential effects of resource conservations. Germany has established particularly strong policy frameworks in the areas of climate, renewable energy and waste, and with the creation of the German Resource Efficiency Programme (ProgRess) it has started to bring resources prominently onto the political agenda. Nevertheless, the primary focus of legislative instruments and eco-innovation support remains on the energy transformation. Further barriers remain in the form of insufficient support and research for radical innovations, perverse subsidies, weak green public procurement levels, a lack of legally binding requirements for resource efficiency, overreliance on information campaigns, etc. Especially for fast moving consumer products there are still only few actions present addressing resource efficiency. Also the links between the circular economy, waste prevention and resource efficiency are still weak and could be improved. Looking at the total material requirements (TMRs) induced by household consumption of specific product groups in Germany about 37% can be linked to product categories including fast moving consumer goods. The analysis underlines the relevance of food product groups. Almost 60% of the FMCGs related TMR is caused by the production of food products and beverages, products of agriculture add additional 20%. The process of offering these products by the retail sector (processing, logistics etc.) is again another important factor with about 10% of the total material requirements linked to consumption patterns in Germany. Increasing the resource and material efficiency of fast moving consumer goods is definitely challenging. Nevertheless there are already innovative and smart products on the market that allow to significantly reduce resource requirements, inter alia by resource optimized product designs, reduced packaging, using recycled materials and life time extension by reuse and repair. Based on existing case studies presented in the report a 20% increase of material efficiency in FMCG seems to be an ambitious but reasonable goal. Assuming an absolute reduction of Total Material Requirement in Germany by 20% until 2030, this would lead to significant economic benefits including 683,000 additional jobs compared to a business-as-usual scenario.
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1 Introduction Starting point for this study is the increasing evidence that the current utilization of resources, especially non-renewable ones, is not sustainable. In line with such statements, the European Commission states that “continuing our current patterns of resource use is not an option” (European Commission 2011). Thus the European Union has named resource efficiency as one out of seven flagship projects to pursue its so-called Europe 2020 strategy, which means the EU considers resource efficiency a top policy priority. Nevertheless neither the business tools of integrated environmental management nor classic environmentally policy tools are able to deliver such strategic changes. The key insight is that materials and other resources are economically relevant, both for business and for macro-economic perspectives. But any policy formulation for resource efficiency however is still at a very early stage. Against this background Changing Markets has commissioned this study that aims to explore potentials to drastically cut unnecessary resource use from the top, i.e. before they enter into our (ultimately circular) economy. The focus is on the material use of consumer goods products, specifically consumer goods sold by supermarket retailers. Retailers hold a very powerful market position both upstream to the producers and downstream to consumers, and can thus leverage genuine change over the whole supply chain. Germany is the biggest EU market for consumer goods products and German retailers have a strategic global position due to their size and market access. The study is structured as follows: Chapter 2 introduces key concepts of resource efficiency, measurement and policies. Chapter 3 focusses on material use for fast-moving consumer goods in Germany. The final chapter describes the economic and environmental benefits that could be generated from a reduction of this material use.
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2 Resource efficiency in Germany - current state of affairs 2.1 Resource efficiency, waste management and the circular economy Waste management in Germany is undergoing a fundamental transition process: Historically waste infrastructures have been established in order to ensure the disposal of waste in a cheap, reliable and – starting in the 1970s - also environmentally friendly way. Traditionally waste has been seen as a potential threat for the human health and it was regarded as a public task to take care of it – by landfilling it outside of the city walls or in later times by burning it in waste incineration plants (the first ones established in Germany and the UK at the end of the 19th century after the last outbreaks of cholera in urban agglomerations in the late nineteenth century). This socio-technical regime of waste disposal with all its technical infrastructures, governance structures and behaviour patterns was and still is focussed on this purpose: To avoid that the society is drowning in waste. In the public opinion large-scale systems based on municipal waste collection schemes and end-of-pipe technologies like waste incineration, shredding or other volume reducing waste treatment procedures seem to literally have minimized these sorrows – in most developed countries and especially in Germany waste seemed to be a „solved problem“. In principle the main German regulation on waste (“Kreislaufwirtschaftsgesetz”) applies the principles of the waste hierarchy. Nevertheless there are until today no targets for the prevention, or the reuse of waste set in either the German or the European regulations (including the just recently published Circular Economy Package). This status quo is also being reflected in German waste management, where a focus is on recovery of energy from waste or recycling of materials. Only recently status quo has been contested and the idea of a more resource efficient circular economy has raised increasing interest in the public debate, e.g. in the European Commission´s Communication on Zero Waste: „Since the industrial revolution, our economies have developed a ‘take-make-consume and dispose’ pattern of growth — a linear model based on the assumption that resources are abundant, available, easy to source and cheap to dispose of. It is increasingly being understood that this threatens the competitiveness of Europe. Moving towards a more circular economy is essential to deliver the resource efficiency agenda established under the Europe 2020 Strategy for smart, sustainable and inclusive growth“ (European Commission 2014a).
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  Figure 1: The Circular Economy (EMF 2012)



So far no legislation, neither on national or European level was successful to make a shift away from a linear economic model. This is also reflected in the often missing links between waste management and resource efficiency policies (see chapter 1.2). As seen in Figure  1 key to a circular economy are several circles, which are increasing in their process length. Next to maintenance, which could be also seen as a way of reducing or avoiding waste, is the short circle of reuse. This rather easy and logical step is in Germany’s consumer market very neglected and only visible in some specific cases like beer bottles or in pre-consumer transport packaging. At first sight it would be expected that reuse of for example packaging is always a better option. Unfortunately due to long transportation routes of food and other consumer products the weight and size of the individual packaging materials have a direct impact on the overall impact. Here it might be necessary to develop either more local circular economies or new, lighter packaging materials, which can be reused better. More circular business models, including such of reuse cases have not just effects on resilient growth and reduced dependency on resource markets. The circularity has a significant impact on innovation, employment, and capital productivity. In its reports “Towards the Circular Economy” the Ellen MacArthur Foundation, estimates a global annual net material cost saving potential of a rapid scale-up of circular business models up to USD 706 billions globally for fast-moving (with low use spans) consumer goods, as shown in Figure   2 for different categories.
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  Figure 2: Adoption of circular setup in relevant fast-moving consumer goods sectors (EMF 2012)



TNO quantifies in its investigation regarding the Netherlands moving towards a more circular economy the potential impacts on the overall Dutch economy (Bastein et al. 2013). In consideration of the circular economy for metal and electrical products and the use of waste streams from biomass, the total market value of the impacts of increased circularity on the Dutch economy could amount to € 7.3 billion a year. This corresponds, to 1.4% of today’s GDP and to approximately 54,000 jobs (given the market value of salaries in all sectors). An adjustment of the TNO calculations according to the considered sectors in the EMF reports shows that the potential is rather lower than the EMF’s estimates. Reasons are the assumption of more conservative estimations (e.g. difficulties in estimating radical changes), taking negative effects of the transition into account to the greatest extent possible (e.g. more recycling can result in higher costs in some cases) and the ‘frontrunner’s handicap’ (e.g. initial headstart of Dutch material savings through recycling in comparison to the EU average can turn into a disadvantage in the long term) (ibid.). However the numbers from both reports stress that a transition to a circular economy will lead to Economies which benefit from substantial material savings as well as drivers for innovation and job creation. Despite this public focus on zero waste, design for recycling and closed material loops the discourse shows a significant disparity between rhetoric’s and actual concepts how to initiate, steer or support this transition. Furthermore, while in the policy discourse this transition is seen as a unitary one under the concept of circular economy, it actually includes at least two different paths that can be marked by trade offs. The first path is the closed loop of materials though recycling, recovery and re-use of waste, which results in the substitution and then savings of the corresponding virgin resources. The second path 10
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is waste prevention which, through product and process innovation as well as behavioural innovation, implies the equivalent non-extraction and non-transformation of virgin resources, and the implies an equivalent 100% resource saving since the beginning of the production/consumption cycle for a given consumer satisfaction. Thus this second path is more powerful in terms of material savings but do not provide the materials for a closed loop based on recycling, recovery and reuse. These different paths can be hidden within a circular economy strategy but there can be trade-offs between them that are between waste prevention, which is at the top of the waste hierarchy, and job creation in the recycling/recovery/reuse sector.



2.2 Resource efficiency policies in Germany The German resource efficiency policy can be regarded as based on three pillars: the German Sustainability Strategy, the Raw Materials Strategy and the Resource Efficiency Programme.1 Resource productivity, as a quantifiable indicator measuring the efficiency of domestic material consumption, has already been embedded in Germany’s National Sustainability Strategy since 2002, as well as in the subsequent progress reports in 2004, 2008, and 2012. According to this strategy, the German resource productivity is supposed to double (in comparison to 1994) until 2020. The Federal Government’s Raw Materials Strategy (2010) stresses the security of supply of raw materials and emphasises combating trade barriers and the distortion of competition by measurements that diversify the sources of supply. The national Resource Efficiency Programme (ProgRess) aims at a more sustainable extraction and use of natural resources and a reduction of the associated environmental burden. The programme was adopted by the Federal Government in February 2012 (BMU 2012) and also aims to strengthen the efficiency culture as such and thus increase the resilience of the economy. For the 2016 update (see details below) a citizen participation concept was developed, the results were documented in a final report and are supposed to be integrated in the follow-up programme. In October 2015, the G7 Alliance for Resource Efficiency, co-chaired by the German Federal Ministry for Economic Affairs (BMWi) and Energy and the German Federal Ministry for the Environment, Nature Conservation, Building and Nuclear Safety (BMUB) was launched at the initiative of the German federal government by the heads of state and government at their G7 summit in June 2015. The aim is to share best practices on a more efficient use of natural resources and to contribute to the securing of existing and creation of new jobs, “to strengthen the growth of the economies in quantitative and qualitative terms and to improve environmental protection”. In addition, the Alliance is to strengthen the pioneering role of the G7 countries in the field of resource efficiency as signal for other countries.



Institutions and actors An essential objective of ProgRess I was a nationwide expansion of resource efficiency consultancy for enterprises. In 2009, the Association of German Engineers (VDI) established the
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In Europe, there are presently only three countries that have a dedicated national strategy or action plan for resource efficiency implemented (Austria, Finland and Germany).
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Centre for Resource Efficiency (VDI ZRE), which has since developed a number of advice and training services, specifically aimed at small and medium enterprises. Since 2013 VDI ZRE also acts as the agency of the "Network Resource Efficiency" (NeRess), which ensures the integration of the issue into business practice. Based on the experiences gained through consulting services and financial assistance, the VDI ZRE revealed an average material saving potential of about 20% in industry. Hence, the ZRE material efficiency programme aims at the reduction of risks (such as rising material prices), rising competitiveness and security of company locations in Germany. Further German agencies concerned with resource efficiency at national and regional level, inter alia, are •



German Raw Material Agency (BGR)



•



German Material Efficiency Agency (Deutsche Materialeffizienzagentur - demea, now under the auspices of the BMWi and the German Aerospace Center and Project Management Agency (DLR)



•



EFA NRW - Efficiency Agency North-Rhine Westphalia (Effizienzagentur NRW)



•



Effizienznetz Rheinland-Pfalz



•



Agency for Renewable Resources (Fachagentur für Nachwachsende Rohstoffe e.V. FNR)



•



Reconstruction loan corporation (“KfW-Umweltprogramm”) and corresponding federal state central banks



•



Federal Environment Agency, etc.



•



Federal environmental ministries at Bundesländer level



A forum for the exchange between different actors of the advisory landscape is provided by the resource efficiency competence pool, comprising the VDI ZRE, the German Material Efficiency Agency (demea), the DIHK (German Chambers of Industry and Commerce e. V.), the EFA NRW (Efficiency Agency North Rhine-Westphalia), the RKW (Rationalisation and Innovation Centre of the German economy e. V.), the Federal Environment Agency, and the Wuppertal Institute. The aim of these networking activities is the diffusion and promotion of resource efficiency among Small and Medium Sized Enterprises which comprise up to 99% of the manufacturing and retail industry (Dreuw et al. 2011).



Policies Germany is highly export-oriented with a strong focus on the manufacturing industry (automotive industry, mechanical industry, etc.) and it also holds a strong position in the field of environmental patents and technologies. At the same time Germany is highly depending on resource imports with only very limited resource reserves in the country - especially with regard to non-energy raw materials2. At present, resource efficiency is often still understood as an investment in the cleaner and more efficient production processes. Research pro-
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grammes like the High-Tech Strategy, the Master plan on Environmental Technology, and Materials Innovation for Industry and Society (WING) are oriented toward further development of German lead markets and pooling knowledge via network measures such as competence centres, clusters, and science- technology parks. A second focus is on financial or fiscal support for technology adopters (e.g. grants for purchasing new technologies or improving production processes). For example, the BMWi promotes consulting services to increase resource efficiency with the innovation vouchers "go-Inno" within the module "go-efficient". This programme shall be continued. Germany has established particularly strong policy frameworks in the areas of climate, renewable energy and waste, and with the creation of the German Resource Efficiency Programme (ProgRess) it has started to bring resources prominently onto the political agenda. Nevertheless, the primary focus of legislative instruments and eco-innovation support remains on the energy transformation. Further barriers remain in the form of insufficient support and research for radical innovations, perverse subsidies, weak green public procurement levels, a lack of legally binding requirements for resource efficiency, overreliance on information campaigns, etc. Especially for fast moving consumer products there are still only few actions present addressing resource efficiency, such as activities of the German Federal Environmental Agency (Umweltbundesamt) to have a mandatory charge for plastic bags. Here no legislative approaches to resource efficiency have been put forward, as the main legislative focus for such products is consumer safety and quality.



Economic sectors The national Resource Efficiency Programme (ProgRess) aims at a sustainable extraction and use of natural resources and a reduction of the associated environmental burden. The programme was adopted by the Cabinet in February 2012 (BMU 2012). ProgRess 20122015 describes a total of 20 strategic approaches on the entire value chain (raw material supply, production, consumption, circular economy, and miscellaneous) and presents specific examples of material flows (such as phosphorous) and areas of life and technologies aiming at incrementally improving the raw materials productivity in the German industry (such as sustainable construction or Green IT). The focus is on the input side of natural resources as inputs for the economic and technical system. Quantitative obligations and timelines did not form part of ProgRess 2012 version and against this background and the very broad approach the programme initiated many background papers and policy initiatives – but with rather unclear effects on actual policy development (NABU 2015). The draft update of the programme, however, is under revision and expected to be released in early 2016 – it includes a list of “outcomes” of ProgRess I that is basically a list of identified challenges for ProgRess II. A preliminary draft was published for public and stakeholder consultation in 2015 and available for inspection. The guiding principles remain unchanged in Progress II: •



integrate environmental imperatives with economic opportunities, connect innovation to social responsibility



•



global responsibility as a central focus of national resource policy



•



make economic and production patterns in Germany gradually independent of primary raw materials, develop and expand the circular economy 13
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•



secure sustainable use of resources through social focus on qualitative growth in the long term



The new programme 2016-2019 now encompasses in total 116 different proposals for measures wherein the waste and circular economy policy and construction and urban development related realm was fundamentally and strongly expanded and received the rank of focus areas besides raw material supply, production, consumption, and ICT.



German Resource efficiency programme: From ProgRess I (2012) to ProgRess II (2016) Focus∈&ProgRess&II&:&2012&3&2015& •  20&strategic&approaches&–&e.g.&consump 
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