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On the Way to Circular Economy — Intention and Reality

The concept of circular economy has found its way to the forefront in current debates. It is now rather
common sense that we need to change production patterns as well as consumption behavior in a more
sustainable way. Resources are limited, ecosystems and habitats have been overused and climate
change has already become a major threat.

One would expect that the finiteness of non-renewable raw materials would lead to significant price
increases. But only in a short-term perspective — caused by crises like geopolitical conflicts or (even
worse) by wars we can observe the link between scarcity and price level. The presence of finiteness
does not seem to have significant effects on the very prices of resources. Furthermore, current prices of
primary raw materials as well as products do not represent total cost of extraction, conversion and
production. This is due to external cost and causes the so-called “tragedy of the commons”.

In order to mitigate this problem, not just (multinational) government intervention such as taxes or
emissions trading schemes are needed, but sustainable business models that are — from a mid-term
business perspective — worthwhile for providers on the one hand but implement more resource efficient,
circular-based production and distribution patterns on the other hand.

In a current research project — supported by the German Federal Ministry for Education and Research
— we have developed a circular-based business model. This new model, which is a supplement to the



existing one, is supposed to open up additional market opportunities as well as to increase resource
efficiency and reduce resource consumption and overall ecological impact. We present some aspects
of the new circular-based business model.

Finally, based on our own empirical data we provide insights into how managers think about circular
economy and their corresponding relevant requirements.
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Gernot Pehnelt is director of the research and consulting institutes BIFAS and GlobEcon based in
Jena, Germany.

He studied economics at the Friedrich-Schiller-University of Jena and economics, politics and
philosophy at the University of Aberdeen.

From 2002 to 2004 he worked as a research associate and consultant at bifa Environmental Institute
in Augsburg. From 2004 to 2007 he worked as a teaching and research associate at the Chair of
Economic Policy at the University of Jena. Gernot Pehnelt holds a PhD in economics.

His areas of expertise and research focus are environmental economics, waste management studies,
energy issues, health economics, development economics and competition policy as well as
benchmarking studies and market analysis.
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After a commercial apprenticeship with Schering AG, Berlin (now: Bayer AG) he studied economics
and business administration at the universities in Bochum, Dortmund, and Augsburg.

From 1980 until 1984 he worked as a teaching and research associate at University of Augsburg and
at ESMT (European School of Management and Technology), Berlin.

1983 he was appointed as , Tax Advisor® by the Bavarian Minister of Finance. His PhD-Thesis about
strategic controlling was distinguished by the Science Award of the Swabian Industry and Commerce.
This thesis has been developed to a standard book (currently 6th edition).

He has been co-founder of bifa (Bavarian Institute for Waste Research and Environmental
Technology), Augsburg in 1991 — owned by the Free State of Bavaria. 2008 Heinz-Georg Baum
founded the research and consulting institute BIFAS.

He has carried out numerous research projects and has written 5 books and more than 100 articles.
His special interest is focused on waste management studies, environmental protection issues from a
company perspective and benchmarking investigations.



