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REFINING EXTENDED PRODUCER

RESPONSIBILITY TO BOOST THE
CIRCULAR ECONOMY

1. Introduction

The transition from a linear to a circular economy is paramount — not only from an environmental,
climate, or societal perspective, but in particular for economic reasons — addressing all three pillars
of sustainability. Our future economies will require — even more than today — a wide range of raw
materials, some of which will have to be imported from unstable or unreliable third-countries. These
dependencies threaten to undermine the EU’s long-term prosperity and competitiveness.

Traditional linear economic models are characterised by the “take-make-dispose” approach. They are
based on continuously extracting finite resources, processing them into products, and disposing of
them at the end of their “useful” life. This approach is unsustainable as the economic value of waste
is lost, supply chain vulnerabilities arise, and conflicts are fuelled in producing countries.

In contrast, a circular economy is based on extending the life of a product, reusing, remanufacturing,
and recycling key materials to keep them and their value in the local economy and preventing waste
generation. This approach ensures that the increasing resource demands of our economies can be met
in part by the domestic production of secondary raw materials, thereby reducing the need for imports.

The transition to a circular economy promotes new business models, creates jobs (estimated at
700,000 across the EU by 2030?), and facilitates research and innovation. By extending the life cycle
of products and materials through repair, refurbishment or recycling, businesses can create new rev-
enue streams and reduce costs associated with raw material procurement.

Extended Producer Responsibility (EPR) has been an important instrument towards increasing circu-
larity and has proven successful to facilitate proper waste management, to combat littering, divert
waste from landfill and to reduce risks from unresponsible waste treatment. While EPR has been a
success story within the EU and has been adopted by many countries around the world, there are
challenges ahead that can best be addressed by further developing the EPR policy framework. In the
chapters that follow, this paper will look at the impact of EPR on the EU waste ecosystem and how its
success can be safeguarded in the future.

1 European Commission (2020) A new Circular Economy Action Plan
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2. EPR’s contribution to the circular economy

EPRis a policy instrument based on the “polluter pays” principle, which places the costs of a product’s
entire life cycle on its producers. EPR requires producers — typically entities that first place a product
on the market — to finance the collection, treatment and recycling of their products, leading to more
efficient and effective waste management systems —something that is working well in most EU markets.

Compared to other solutions, only EPR generates “dedicated, ongoing, and sufficient financial resources”

Only EPR generates
“dedicated,
ongoing, and

for a proper waste management.? It also creates the necessary level playing field between producers by i sufficient financial

making them all responsible for managing the collection and treatment of their end-of-life products and
packaging. In addition to providing the necessary funds to build the infrastructure and reducing invest-
ment risk, it may also integrate already existing waste management infrastructures.

However, EPR “is more than a funding mechanism, and can bring many additional benefits, such as
enhancing the efficiency and transparency of the system, and incentivising upstream packaging
solutions” as the Ellen MacArthur Foundation concluded.® EPR also encourages producers to de-
sign products that are easier to recycle, repair and reuse, thereby promoting sustainability. Thus,
EPR can address a wider range of environmental impacts that are not per se related to end-of-life
treatment, such as the reduction of overall waste generation or material use, or increase demand
for recycled materials.

Figure 1 — Extended Producer Responsibility flow
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2,3 Ellen MacArthur Foundation (2021) Extended Producer Responsibility — a necessary part of the solution to packaging
waste and pollution
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2.1 Achievements so far

We are not starting from scratch; the transition to a circular economy has made significant progress
in recent years, not least thanks to ambitious legislation at EU level that has established EPR as key
framework for once very problematic waste streams. While collection and recycling rates in key waste
streams such as packaging waste, waste electrical and electronic equipment (WEEE) and waste bat-
teries could improve substantially, significant progress has already been made.

Further, the steady increase in waste volumes in the EU over the last decade due to growing con-
sumption of Europeans has stimulated a ramping up in collection and recycling capacities by Producer
Responsibility Organisations (PROs). The fact that collection rates have not increased at the same rate
in recent years, and that collection targets have in some cases been missed in particular for WEEE, is
mainly due to lack of availability of waste and misleading calculation of collection rates and should not
be misinterpreted as an indicator of ineffective EPR (see also chapter 3.3).

2.2 EPR went global

Building on its success in the EU, EPR has gone global. Many countries around the world have already
implemented or are in the process of implementing EPR for different waste streams. This “export” is
an achievement of which the EU can be proud, especially as the need for circularity is not just a chal-
lenge for the EU, but rather a global issue that has not been thoroughly addressed in many regions.

Figure 2 — Extended Producer Responsibility (EPR) influence globally — adoption of EPR legislation for packaging waste
Includes full and also partial adoption (e.g. some elements of EPR legislation, or certain types of packaging waste only)*
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4 Own graphic based on data from Landbell Knowledge Database [kdb.landbellgroup.com] and SagisEPR [sagisEPR.com], as
of October 2024
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3. Key principles and policy recommendations for EPR successfully drive
the circular economy

Below we set out what we believe are the key principles of a successful EPR framework to drive
the circular economy. Putting these principles, along with our recommendations for further re-
finement, at the heart of EU policy will increase circularity, help tackle climate change and boost
economic growth. Both principles and recommendations are based on our extensive experi-
ence from operating Producer Responsibility Organisations (PRO) at the intersection of produc-
ers, consumers, recyclers and communities for multiple waste streams in the EU and beyond.

3.1 Promoting EPR in a competitive landscape

EPR, like any other business, works best in an environment where there is competition at all levels,
including between different PROs releasing positive market forces to implement the most innovative
solutions while respecting minimum requirements monitored by an independent body. The European
single market with its clear, simple, and harmonised rules that respect the principles of competition,
open markets, and a fair level-playing field is the foundation for this cost-effective yet high quality
PRO landscape. Further, this environment keeps a highly competitive and diverse recycling landscape
alive, since these actors compete for the most effective, innovative recycling solutions and generate
technology export opportunities translating into growth for the EU. State-run or monopolistic sys-
tems, in contrast, hinder the development of the waste sector and counteract the spirit of the internal
market and the ambition to increase the EU’s competitiveness.

Furthermore, PROs must have the freedom to operate like any other business further promoting
competition and investments while safeguarding the environmental targets through strict rules, tech-
nical standards and enforcement. Consequently, they need to be free of restrictive governance rules
that dictate ownership, board composition, or prohibit profit-making. All this red tape hinders invest-
ments, innovation, and hence cost-effective solutions for the best compliance services.

Another argument for competition is Article 8a of the EU Waste Framework Directive which requires
PROs to charge necessary cost to producers and ultimately consumers. In a non-competitive envi-
ronment, there is no proper benchmark for what is necessary, and Member States may not be able
to enforce this requirement. This is also the reason why most Member States promote a competitive
PRO landscape (see maps on key EPR waste streams below).

Figure 3 — EPR systems in Europe®
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Another policy tool discussed regularly are deposit refund schemes (DRS), which do have benefits, are
not as widely effective as EPR. DRS may be an alternative to EPR schemes for fast-moving consumer
goods (FMCGs) that are of similar shapes, such as beverage containers. However, most products come
not only in different applications, shapes, sizes, and compositions, but also have a much longer
lifespan. For these products, EPR is by far the best instrument to ensure proper waste management.
DRS for non-FMCGs is complex: especially if we consider long-lasting products such as lithium-ion
batteries, solar and PV panels with a lifespan of up to 20 years, a high deposit value would likely be
needed for a consumer to either remember or be incentivised to return it after its long lifetime, re-
sulting in significant capital being tied up for many years. It would also pose significant challenges in
terms of the need for clearing mechanisms and instruments to prevent fraud and deposit tourism,
while collection points would be limited to parties handling financial transactions (i.e. mainly retail-
ers), resulting in lower density collection points compared to EPR schemes.

Policy Recommendations:

1. Allow the authorisation of multiple and competing Producer Responsibility Organisations
(PROs) where this is currently not the case.

2. Neither dictate the governance structure of a PRO nor prohibit the generation of profits but
focus policy requirements on making the most cost-effective solutions that ensure compliance
with the policy targets — monitored by a body independent of private interests.

3. Alternatively, require Member States to ensure and demonstrate that PROs charge only
necessary cost to producers in accordance with the EU Waste Framework Directive Article 8a.

4. Refrain from introducing deposit refund schemes for long-lasting products and instead invest
into consumer awareness campaigns enforcement.

3.2 Clear roles and responsibilities

The transition to a circular economy requires all stakeholders to fully understand their specific roles
and responsibilities, especially in the context of an EPR framework. This applies to producers, PROs,
waste collectors and recyclers, but also to consumers, civil society, municipalities, social enterprises,
enforcement authorities and policy makers. All these actors need to understand how their individual
actions fit into the overall picture, how they should act and interact, and how important their actions
are for a successful transition to a circular economy implemented with EPR policies.

Among other things, a clearly defined division of roles and responsibilities can ensure that parallel
waste streams e.g. between PROs and other players like municipalities or social enterprises are avoid-
ed or at least coordinated contributing to similar societal goals. Parallel waste flows that bypass the
actors obliged to collect under EPR (namely producers or PROs) not only pose a risk to the environ-
ment, as they often lead to poor treatment, but also make it more difficult for these actors to achieve
their collection targets, thus undermining their performance and ultimately the policy as a whole.
Therefore, parallel flows must be avoided, and it must be ensured that all waste available for collec-
tion finds its way to the actors responsible for collection. Alternatively, all actors collecting the
affected waste stream, including those who are not obliged to do so, should be required to report, and
ensure proper recycling according to enforced common standards. Waste streams reported in this way
should count towards the fulfilment of mandatory collection targets placed on producers or the PROs.

Policy Recommendations:

1. Ensure clear, fair, and transparent legal definitions of specific roles and responsibilities for all
actors to ensure action and a level playing field.

2. Specifically define required interfaces, collection and/or reporting obligations for all actors
avoiding uncoordinated parallel waste flows and reporting gaps.
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3.3 Smart collection targets

The collection rate is considered to be the most relevant indicator of the collection performance of
EPR. It is therefore important that the underlying calculation method allows for a fair assessment of
this performance.

It is the spirit of a circular economy to keep products ‘in the loop” as long as possible. Initiatives that
focus on the repair of goods rightfully strengthen this thought. This is a positive effect of the circular
economy recently promoted by the EU Ecodesign for Sustainable Products Regulation or the recently
adopted EU Right-to-Repair Directive. An unintended negative side-effect is that producers and their
PROs find it more difficult to reach their mandated collection targets which are currently based on
the sales figures of the last two or three years. However, since products are staying in the market for
longer periods, they are not able to be collected within a timeframe of two to three years. Hence, sales
numbers are not an appropriate base for collection targets. This holds for all product waste streams
with the exception of FMCGs like packaging and is also the reason why almost all Member States are
struggling to meet the 65% collection target for WEEE being a non-FMCG (see graphic below).

Figure 4 — Total collection rate for waste electrical and electronic equipment (WEEE) - 2021°
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As such, collection targets are best when unrelated to recent consumption volumes of new products.
The benchmark against which the collection rate is compared should only be the volume that can
actually be collected by the system, no more and no less.

6 Eurostat (2024) Waste electrical and electronic equipment
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Figure 5 — Target gap arising from sales-based collection targets
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The target is calculated as 65% of the average of the volumes placed on the market in the previous two years. The collection potential
corresponds to the volumes placed on the market two years ago (in the case of FMGC) or 10 years ago (in the case of non-FMCG).

Moreover, grouping products with supposedly similar characteristics into different categories with
different collection targets only makes sense if these products are subject to the same collection,
transport, and recycling processes. Otherwise, as in the case of solar and PV panels, it can cause
problems. Solar and PV modules are currently classified in the EU WEEE Directive as large domestic
appliances (category 4), but compared to other products in this category, such as washing machines,
they have a longer lifespan and require specific collection, logistics and recycling. What is particularly
problematic is that these products, despite their different lifespans, must collectively meet the min-
imum collection rate. As solar and PV modules do not become waste for many years, there are cur-
rently not enough waste modules available for collection. It is therefore impossible for PROs to reach
their collections targets without filling the gap with other category 4 equipment. As a result, access to
waste consumer equipment becomes more difficult and the achievement of the minimum collection
rate for the whole product category is jeopardised.

Policy Recommendations:

. Decouple collection targets from the consumption of new products.

2. Instead, more realistic alternative performance indicators should be developed that take into
account aspects such as the lifespan of products and consumer behaviour. In general, the
indicators must not contradict the waste hierarchy and the principles of the circular economy,
which aim to keep products in use for as long as possible.

3. Ensure that materials and products are only clustered into a category with a joint

collection target if they have the same characteristics (e.g., lifespan) and treatment

requirements — ideally in way that is fully harmonised across Member States without national

sub-categories.

[
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3.4 Closing the loop through eco-modulation

EPR foresees to incentivise manufacturers to design products in a way that enhances their recy-
clability, utilizing more sustainable materials such as secondary raw materials which reduce the
dependency on primary raw materials and, ultimately, waste. However, producers usually do not
receive such incentives since EPR is typically implemented as collective solution with fixed EPR
fees per collection category based on weight. This is because in order to allocate costs directly,
PROs would have to separate collection and recycling by brand, which is practically impossible in a
cost-efficient manner.

Against this backdrop, the eco-modulation of EPR fees gains importance and was mandated by the
EU Waste Framework Directive for all EPR waste streams. This instrument intends to incentivise
manufacturers to design more sustainable products by linking their financial contributions to the
environmental impact of their products. By adjusting fees based on eco-design criteria, eco-modu-
lation promotes innovation and drives a circular economy. It also ensures that the costs associated
with waste management reflect the true environmental costs, promoting fairness and accountabil-
ity within the production and waste management processes. Ultimately, this leads to more efficient
resource use, enhanced recyclability, and significant strides towards the EU’s circular economy and
sustainability goals.

In this setup, PROs play an even more important and central role in stimulating designs for better
recyclability and the use of recyclates, thereby supporting society’s efforts to close the loop. How-
ever, leaving the fee modulation to PROs or Member States alone would significantly affect the in-
ternal market and competitiveness. A true impact utilising the full power of the EU internal market
will only be reached if the design criteria on which the eco-modulation is based are harmonised
across the EU. It will be important to create a consistent and fair framework across all Member
States, thus reducing fragmentation and complexity in the EU singlemarket. Ideally, criteria are
even harmonised beyond European borders as harmonisation simplifies compliance for multina-
tional companies, in particular for SMEs, reducing administrative burdens and fostering greater
efficiency in implementing EPR schemes.

In setups where several PROs are operating in competition with each other, it is important that
there is a clearing mechanism that balances a PRO’s additional revenue from higher (“malus”) fees
with loss of revenue from lower (“bonus”) fees. The reason for this is that different PROs have dif-
ferent customers (i.e. manufacturers) with a different composition of malus and bonus fees which,
in the absence of a clearing mechanism, would lead to a situation where one PRO has a significantly
higher or lower revenue than another even though the quality of the waste collected, and hence
treatment costs, are largely the same.

Figure 6 — Functioning of the EPR modulation with a fund
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The most practical way to implement such eco-modulation with a clearing mechanism is to charge
higher fees (malus on top of the base fees) for products that do not meet the modulation criteria.
Products that meet the requirements only have to pay the base fee. All revenue generated by PROs
with malus fees is then paid into a fund, which in turn is used to finance circular economy initiatives
such as R&D for more sustainable materials and designs, innovative recycling technologies and con-
sumer awareness raising. This ensures that operations of PROs are fully and solely financed from
the base fee and that there is no plus or minus income from the modulation.

Policy Recommendations:

1. Harmonise the design criteria for the EPR fee modulation across the European Union with no
freedom for Member States to alter them.

2. Ensure that fee modulation criteria are enforceable by checking the product when put on
market instead of relying on promises for the future.

3. Ensure that operations of PROs are fully and solely financed from the base fee.

4. Refrain from introducing complex mechanisms implementing bonus payments to
producers but use the lower base fee to incentivise producers.

5. Establish a dedicated, independently managed national fund promoting national circular
economy initiatives that is financed by the malus fee, that is, all PRO revenues generated from
fees higher than the base fee.

6. Allow Member States to define the magnitude of the fee modulation according to national
specifics.

3.5 Effective enforcement and clearing mechanisms

No matter how ambitious the legislation, it is worthless if it is not properly enforced. It is therefore
of the utmost importance that all legislation is properly and actively enforced and that free-riding on
EPR legislation is effectively prevented. This is a prerequisite for any cultural change in business prac-
tices and can only be achieved if all relevant authorities at national and EU level are equipped with
the necessary means and resources, taking advantage of the possibilities offered by digitalisation. In a
globalised world, cooperation between Member States, but also between the EU and third countries
(enforcement networks), is becoming increasingly important, especially with regard to e-commerce,
the reliability of EPR schemes and informal international waste flows.

As a key measure for an effective implementation of a policy and to oversee the activities of PROs
and other stakeholders, Member States should establish a body independent of private interests or
public authorities, irrespective of the number of PROs in that Member State. This body shall oversee
the compliance of EPR solutions by PROs, by producers individually or any other actor obliged.

What is already required by the Waste Framework Directive for setups with multiple competing PROs
must therefore be extended to all markets, including those with only one PRO. This body shall also
set clear criteria for the authorisation of PROs which are open to any economic actor while promoting
a fair competition and avoiding conflicts of interest (e.g. a provider of the waste management infra-
structure shall not own a PRO competing with other PROs using the same infrastructure).

Furthermore, in a multi-PRO setup, an adequate waste allocation mechanism (clearing) needs to be
in place, addressing both over-collection and under-collection through physical or financial balancing.
The lack of waste allocation to PROs may also lead to waste hoarding or speculation by waste holders,
and PROs under pressure to meet their targets may be forced to pay extortionate fees for access to
waste. As a result, many Member States have already successfully transferred the responsibility for
waste allocation to independent clearing houses or coordination centres.
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Policy Recommendations:

1. Ensure there is a body independent of private interests or public authority established in each
Member State to monitor EPR compliance as defined by the EU Waste Framework Directive
irrespective of the number of PROs in that Member State.

2. Ensure effective national enforcement, also utilizing the independent body for monitoring and
reporting of suspected non-compliance cases to national enforcement authorities.

3. Implement a public producer register creating transparency.

4. Establish an adequate waste allocation mechanism coordinated by a national body
(often called clearing house or coordination centre).

5. Promote EU enforcement networks enabling Member States to share non-compliance
cases and to support each other in cross-border enforcement.

6. Promote international enforcement networks in trade agreements considering global markets.

3.6 Raising consumer awareness

Consumers play likely the most important role in the transition to a circular economy. Their consump-
tion patterns have a huge impact on the number of resources used. Moreover, the way they dispose
of their waste products and packaging influences the quantity and quality of recycling. The meaning-
ful provision of information and its comprehensibility are therefore important levers for consumers
and consequently also producers to strengthen the circular economy. While EPR can impact the prod-
uct design choices of producers and the proper waste management, consumption patterns represent
the need for a broader societal shift that can be supplemented but not initiated through EPR.

However, providing consumers with adequate information on how to return waste is crucial to in-
creasing collection and ensuring proper recycling. Although there have been many awareness-raising
campaigns in Member States in recent years, there is still room for improvement. To increase the im-
pact of these campaigns, they should be carried out nationwide and coordinated and funded by all
stakeholders involved, including PROs.

Policy Recommendations:

1. Increase impact of consumer awareness campaigns to improve separate collection in EPR type
waste streams in volume and quality.

2. Ensure that campaigns are carried out nationwide and jointly coordinated and funded by all
relevant stakeholders, including producers and PROs.

3.7 EPR scope and cost elements

While EPR is successful in addressing some of the most pressing issues of waste management, it is not a
silver bullet and despite its holistic perspective on waste, certain limitations exist. These limitations are
best resolved through dedicated instruments. The EU Waste Framework Directive defines the scope and
the cost elements well. However, recent EU and national policies show a tendency to add cost elements
to PROs to be financed by producers. In addition to making products more expensive for European
consumers, this also affects the EU’s global competitiveness. Please see the following examples.
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Example 1 “Waste Prevention”:

There is a trend to ask PROs to finance initiatives addressing waste prevention by extending the life
of products. In France, PROs are required to fund the so-called Repair Cafes, and there are proposals
also at EU level for PROs to fund “reuse and repair operations, including research and development
for their improvement”. Initiatives like these are a great contribution to sustainable consumption, but
they are consumer- and community-led events that are beyond the control of producers or PROs and
fall outside the scope of EPR. PROs shall not be required to finance them.

Example 2 “Littering”:

The EU Single-Use Plastic Directive requires producers to finance the clean-up of litter for certain

items. However, littering clearly is the result of wrong consumer behaviour. EPR has very limited in-
fluence on this. Its purpose is to make producers responsible for the proper collection and treatment [ )
of their products by operating and offering a dedicated collection and recycling infrastructure. Litter

is waste that has left the system, thus the costs to reduce and clean up litter need to be financed
through instruments other than EPR. Producers and PROs are nevertheless committed to running
information campaigns and awareness initiatives about the available collection infrastructure, which

can help reduce littering behaviour among consumers.

"“k.

Example 3 “Wrong disposal into municipal waste”:

There are proposals at EU level to require PROs to finance compositional waste surveys of municipal

waste or even the treatment of waste wrongly disposed by consumers. While such surveys may pro-

vide valuable data on how much waste has been wrongly disposed by consumers in municipal waste, =2 2 7
they fall outside the scope of EPR. Producers and PROs have neither access to municipal waste nor any 2
control on how the surveys are being conducted and how the treatment of such waste is being organ- E

ised by municipalities. Hence, producers and PROs must not be made accountable for the conse-

qguences of the misbehaviour of consumers (i.e alien waste found in their waste streams) and shall not

pay for operations that are not being contracted and controlled by them but by municipalities.

Policy Recommendations:

1. Do not hold producers and PROs responsible for wrong consumer behaviour.

2. Limit EPR cost coverage to activities that can be controlled by PROs or producers and that
relate to waste arising from their product categories.

3. Address wrong consumer behaviour through awareness-raising campaigns, possibly co-
financed by the eco-modulation fund (see above under 3.4) if the bylaws of this fund allow so
considering such expenses as being dedicated to the affected EPR waste stream.
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