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Abstract 

Background: To mitigate the growing environmental concerns caused by 

overconsumption and ineffective production, an innovative business model has emerged 

called “circular economy” (CE). It moves away from the traditional take-make-dispose 

linear model and instead designs closed-loop products to be reused at the end of the 

lifetime. CE, however, remains a highly contested field. In academia, there are 114 

definitions to-date. This thesis adds to this debate on CE. 

 

Research aims: The thesis aims to accelerate the transition to circularity by exploring a 

major barrier: the financial viability of circular business models. This was achieved by 

developing three scenarios based on four circular economy business models. The three 

scenarios are: 1) linear standalone business model; 2) additional circular business 

streams from a) rental and b) leasing; and 3) lower cost from circularity from c) 

lower material cost and d) lower operational costs. To provide insight on the financial 

viability of CE business models, we posed the research question: 
 

What are the challenges and opportunities of quantifying the financial value of 

mature circular economy business models at Tarkett?  

 

Subquestion: What might be the implications and recommendations for other 

businesses? 

 

Methods: The analysis blends both quantitative and qualitative data. Each of the circular 

business models was developed from interviews with professionals at Tarkett, a leading 

circular flooring company with offices in North America, Europe and global. The 

scenarios were modeled at the mature stage post-implementation to allow for a fair 

comparison.  

 

Results: The model found that both circular scenarios are financially viable compared 

to the standalone linear model. The lower cost scenario provides a 7.3% value premium 

over the linear scenario. The additional revenue scenario provides a 3.8% value 
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premium. We also assessed sensitivities to stress-test the robustness of our results. We 

explore upper and lower ranges of key assumptions that affect the valuation of Tarkett 

in each of the three scenarios. The sensitivity analysis shows that the results do not 

change in the upside / base / downside cases. The lower cost CE model is more 

financially viable than the additional revenue CE model in all cases. Despite the clear 

findings, there were many challenges in quantifying the financial value of circularity. Even 

at Tarkett, a forerunner in circularity, the nascent nature of the CE model makes it difficult 

to analyse and measure circularity.  

 

Conclusion: The results help identify which circular models provide the greatest 

financial benefit in the mature stage. Both CE scenarios are financially viable in the long 

run but focusing on lowering cost is the better option from our findings. There are, 

however, challenges for companies wanting to transition to circularity that are outside of 

the scope of this thesis. A few limitations include the challenges of measuring and 

defining standards for circularity. The thesis does not examine which model is easier to 

implement, or evaluate transitional costs, such as high research and development costs, 

as it focuses on the post-transition mature stage, and such an analysis falls outside of 

the scope. Thus, while this thesis shows the lower cost circularity scenario is financially 

viable, the decision to transition cannot be taken in isolation without considering the full 

spectrum of implications. Transitioning to a fully circular economy will take time and 

careful consideration. This thesis contributes to an ever-changing landscape. 
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Key Terms 

 

Base case: the base case is the output of each financial model which uses base case 

assumptions  

 

Upside case: the upside case uses more optimistic assumptions in the model, 

resulting in a higher valuation than the base case. It is used to provide an upper range 

of the results 

 

Downside case: the downside case uses more conservative assumptions in the 

model, resulting in a lower valuation than the base case. It provides a lower range of 

the results 

 

Discounted Cash Flow (DCF) model: A financial model used to value how much a 

company is worth by summing the future cash flow projections discounted to the date 

of the valuation 

 

EBIT: Earnings before interest and tax. It is interchangeable with “operating income” 

and is one of the metrics used to evaluate a company’s operating performance 

 

EBITDA: Earnings before interest, taxes, depreciation and amortization. Used as a 

metric to evaluate a company’s operating performance  

 

Enterprise value (EV): An economic measure of what a company is worth. The 

valuation of a firm.  

 

Adjusted EBITDA: Earnings before interest, taxes, depreciation and amortization and 

the following adjustments: “restructuring costs, gains or losses on disposals of 

significant assets, provisions and reversals of provisions for impairment, costs related 

to business combinations and legal reorganizations, expenses related to share-based 

payments and other one-off expenses considered non-recurring by their nature.” 

(Company press release, 2020:7) 
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Free cash flow: “cash generated from operations, plus or minus the following inflows 

and outflows: net capital expenditure (investments in property plant and equipment and 

intangible assets net from proceeds), net interest received (paid), net income taxes 

collected (paid), and miscellaneous operating items received (paid)” (Company press 

release, 2020:8). It is used as a metric for performance of a company and the sum of 

free cash flows equates to the valuation of the company. 

 

Sensitivity analysis: an analysis used to determine how an independent variable 

affects the results. In a DCF model, it is used to evaluate how sensitive the valuation is 

to certain factors likely to change the valuation and used to cross-check results. 

 

NWC: Net Working Capital. Difference between a firm’s current assets and current 

liabilities. A positive NWC means that the company is able to meet its current financial 

obligations 

 

Circular Abbreviations 

CE: Circular Economy 
EMF: Ellen Macarthur Foundation 
LCA: Life Cycle Assessment 

 

Financial Abbreviations: 
Capex: Capital Expenditure (a cost item for a firm) 
CLV: Consumer Life Value (MVCLV: Market Value added by Circular business model 

of CLV) 
D&A: Depreciation and Amortization (a cost item for a firm) 
DCF: Discounted Cash Flow 
EBIT: Earnings Before Interest and Tax. 
EBITDA: Earnings Before Interest, Taxes, Depreciation and Amortization 
EV: Enterprise Value 
MFA: Material Flows of Accounting 
MFCA: Material Flow Cost Accounting  
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NWC: Net Working Capital 
R&D: Research and Development (a cost item for a firm) 
SA: Standalone 
WACC: Weighted Average Cost of Capital 
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footprint 
Figure 3: Resource flows from linear to circular 

Figure 4: Cost items 
Figure 5: CLV definition 
Figure 6: The case study research design 
Figure 7: Scope of thesis analysis 
Figure 8: Overview of key select financial levers associated with circular business 
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Forenote: Every possible effort was made to obtain consent from interviewees. Although 

a written signature is missing (as the interview participants were occupied by the global 

pandemic that hit during the months this thesis was written), verbal consent was 

provided. Names have been changed to protect the privacy of individuals 
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1. Introduction - Environmental Concerns 

are one of the Leading Issues of this 

Decade  

“Imagine children reading the word garbage in their history books in 2050 and asking 

their teacher ‘What does this word mean?” 
- Circular think-tank CRCLR, 2020 

 

We currently live in a society where population growth, over-production and consumption 

are some of the biggest environmental issues of our times. The consequences are dire. 

NASA found that if the planet gets warmer by 1.5 degrees (on the current trajectory), 

countries will face severe heat waves, droughts, flooding, extreme precipitation, 

cyclones, loss of species and biodiversity, increase in ocean acidity, decrease in oxygen 

levels, disease and higher mortality for humans (NASA, 2019). Consequently, at 1.5 

degrees warming, 6% of insects, 8% of plants, and 4% of vertebrates would experience 

their geographic range reduced by more than 50% with coral reefs dying by 70-90% 

(NASA, 2019). Ocean oxygen levels would also decrease, leading to “dead zones”, 

where ocean waters will not be able to support aquatic life anymore (NASA, 2019). 

Financially, the U.S. stands to lose 2.3% of its GDP for each degree increase in global 

warming (NASA, 2019).  More worryingly, as the world becomes more global and 

interconnected, so too do our problems. The environmental crisis is an issue with an 

intricate web of interrelated players and repercussions around the world. For instance, 

industrialisation has made it cheaper for producers to outsource labour and ship products 

than produce locally. This global division of labour may result in a lack of quality control, 

exploitation of the vulnerable, and an uneven playing field where powerful nations and a 

few big companies dictate the working conditions of weaker nations. Circular thinktank 

CRCLR (2020) states that an item in “rich” Europe is worn on average seven times before 

disposal, and even more disturbingly, a third of food produced globally is thrown away 

(CRCLR, 2020). This wasteful model results in the average person producing 1.2kg of 

garbage per day (CRCLR, 2020).  
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However, hope is not all lost. In order to meet the complexities of today’s problems, a 

few responsible companies prioritise the environment over pure profits. An innovative 

way of doing business is emerging: “circular economy” - a new model that is inspired by 

nature. As CRCLR (2020) writes, there is no waste in nature. Materials are not thrown 

away or wasted, but instead remain in “closed loops”. Products are designed and 

manufactured in a way to be reused again after the end of its lifetime. This is the 

innovation that will pave the way to a future, one in which children cannot imagine the 

concept of “garbage”.  

1.1 Circular economy - A Research Opportunity 

What is ‘circular economy’? A nascent field emerging to change the landscape of how 

companies do business 

 

As mentioned above, the world is on the verge to transition from a take-make-dispose 

linear model to a circular closed loop model. Circular economy becomes more 

relevant but there is a general criticism that many academics and practitioners do 

not agree on the definition of circular economy (Kirchherr et al., 2017). The sheer 

amount of 114 circular economy definitions analyzed by Kirchherr et al. (2017) gives 

leeway and opportunities to define circular economy standards in different ways, opening 

the door for greenwashing. Due to many new publications in this field - “more than 100 

articles were published on the topic in 2016” (Kirchherr et al., 2017:221) - suddenly, the 

circular economy research has become a highly contested space. This makes it difficult 

to identify the right model which encompasses circularity in its full form and also includes 

strong sustainability standards. From these 114 definitions, 77 can be found in peer-

reviewed journals (Kirchherr et al., 2017). The definition used the most, specifically 

eleven times, is the one from MacArthur Foundation (2013:7):  

 

“[CE] is an industrial system that is restorative or regenerative by intention and design. 

It replaces the ‘end-of-life’ concept with re-storation, shifts towards the use of renewable 

energy, eliminates the use of toxic chemicals, which impair reuse, and aims for the elim- 

ination of waste through the superior design of materials, products, systems, and, within 

this, business models.” 
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Nonetheless, it is important to mention that this was only a fraction of the definitions and 

as a private organization, the Ellen MacArthur Foundation needs to be held accountable 

by researchers. It can be seen as a positive sign that other researchers agree with this 

definition. The 3R model including “reduce, reuse, recycle” (Kirchherr et al., 2017:226) 

can be seen as a common factor in many definitions of the circular economy. The well-

known 4R framework which also includes recovery “is only reflected in 3–4% of 

definitions” (Kirchherr et al., 2017:226). In their paper, Kirchherr et al. (2017) discuss the 

option that many researchers left out reduction as it mitigates the options for economic 

growth and therefore, more revenue. The aspect of an overall approach to circular 

economy including a sustainable approach is only covered in 12% (Kirchherr et al., 

2017). This shows that “authors on CE usually do not take a “holistic view” on 

environmental quality, economic prosperity and social equity” (Kirchherr et al., 

2017:227). Certifying circular business models can be based on various definitions and 

not all of them cover the broad approach which is expected from certain researchers and 

private organizations.  

 

Having established that the circular economy is a highly contested space in academica, 

we turn to the observations offered by leading think tanks. The Ellen Macarthur 

Foundation (EMF), one of the leading charities on circularity, presents the butterfly model 

(figure 1). Materials are separated into biological (left wing) and technical (right wing) 

components. Most products today are disposed of at the end of their useful life. However, 

under the butterfly model, the technical components of products can be restored, and 

the biological components can be put back into the earth to increase value and close the 

loop. The more inner circles represent more product value that is preserved. 
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Figure 1: Butterfly model illustrating the circular economy model   

 
(EMF, n.d.) 

 

1.1.2 Benefits of Circular Economy  
There are numerous benefits of this new circular economy business model. If we use the 

triple bottom line accounting framework of ‘people, planet, and profit’ to analyze the CE 

model, the benefits are clear. For people, the circular economy model creates jobs. From 

the European Commission’s impact assessment, improving waste management could 

create up to 178,000 direct jobs, but “indirect job creation seems to be significantly 

higher” (European Environmental Agency, 2016). A study by EMF in collaboration with 

the Danish Business Authority and the Danish Environmental Protection Agency found 

that by only studying the producing sectors (25% of the Danish economy), it could directly 

lead to the creation of 7,000-13,0000 jobs by 2035 (EMF, 2015). For the planet, the same 



 16 

study found a 3-7% carbon footprint reduction, and 5-50% reduction in virgin resource 

consumption (EMF, 2015). There is also less waste and toxins going into landfills. For 

profit, as products are repurposed at the end of their useful life, the cost of raw materials 

goes down. They also have the potential to save on energy costs, as repurposing 

materials is more energy-efficient than extracting virgin material in some cases. Overall, 

adoption of the circular economy can bring about a “more innovative, resilient and 

productive economy” (EMF, 2015:13). Despite all of the benefits, the Circularity Gap 

Report published in 2019 reports that only 9% of the global economy is circular 

(Circularity Gap Report, 2019). Approximately 8.4 Gt of materials are cycled, whereas 

84.4 Gt comes from extracting new resources (Circularity Gap Report, 2019). More 

worryingly, of the materials not cycled back, the majority is “lost beyond recovery” 

(Circularity Gap Report, 2019:17). While there are numerous benefits, transitioning 

to a fully circular economy will take time and careful consideration.  

 

1.1.3 Circular Economy in the Academic Landscape  
Because circular economy is a relatively recent business model that is gaining popularity, 

the literature in this field is similarly new. The literature itself also paints a picture of an 

emerging field that presents the opportunity to add to existing analysis. Researchers 

write that the field of circular economy is a “little explored” field, where there is an 

“increasing interest of companies towards CE” (Aranda-Uson et al., 2019:1), but 

knowledge on practical adoption is “still under investigation in the current literature” 

(Aranda-Uson et at., 2019:1). Similarly, Lahti et al. (2018) articulates that the “field suffers 

from little” (Lahti et al., 2018:1) knowledge of how to take CE business into practice. 

There is ample opportunity to contribute to the field with our thesis, especially with 

outlining the practical implications for businesses. Most importantly, we found that 

literature on CE analyses the qualitative rather than quantitative benefits of circular 

economy. Observing the role of accounting in the CE, this is a blossoming field in 

literature. Many articles and special issues in academic journals are due to come out in 

the latter half of 2020. At the time of writing the thesis, it is still a very new field.  
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1.2 Research Question  

As mentioned above, there is a rich academic debate on the definitions, metrics, and 

measurement of circular economy. Our thesis is a small contribution to this debate. 

Much of the literature documents qualitative benefits of circular economy without delving 

into the quantitative ways circular business models add value to a firm. Rather than 

adding to this growing number of articles in this topic, we wanted to take a financial lens 

to investigate how firms can increase the valuation of their company by adding circularity. 

In this thesis, we took Tarkett as a study case. Tarkett is a leading global circular flooring 

company. We focused on this company since they are one of the first companies to 

embrace circularity. The research question of our thesis is: 

 

What are the challenges and opportunities of quantifying the financial value of 

mature circular economy business models at Tarkett? 

 

Subquestion: What might be the implications and recommendations for other 

businesses? 

 

The thesis compares how a circular business model is valued differently from a linear 

business model. It assumes Tarkett’s current business model is the standalone linear 

case. It then models circular business scenarios as they would look post-transition 

assuming the circular business model has been there for some time. By comparing the 

models at the mature stage, it ensures a fair comparison and opportunity to assess long-

term financial viability of circularity.  

 

For our case company, we wanted to choose a company that works in an industry with 

high emissions where the impact of change is high. Today, construction is one of the 

world’s greatest polluting industries. Of society’s seven needs and wants outlined by the 

Circularity Gap Report (2019), ‘housing and infrastructure’ represents the largest 

resource footprint, accounting for ~44% of total material footprint (figure 2 below). 
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Figure 2: Total material footprint: construction accounts for ~44% of the material 

footprint 

 

 
Source: Circularity Gap Report, 2019 

 

This sector includes the “construction and maintenance of houses, offices, roads and 

other infrastructure” (Circularity Gap Report, 2019:15). Thus, we wanted to work with a 

company in the construction space. Leading experts in the space agree this is a big-

impact industry. James Drinkwater, Director Europe at the World Green Building Council, 

states that there is an “urgency with which we must address the construction sector’s 

total emissions impact” (Circularity Gap Report, 2019:4). We analyse a circular business 

in the flooring industry, at the example of Tarkett, in order to understand the financial 

viability of a circular business model in a high-impact industry. 

 

For our analysis, we build projections to create a base case ‘linear’ valuation of the 

standalone Tarkett business. In addition to the linear valuation, we use insights from our 

interviews to create two additional circular scenarios. The first circular scenario models 

additional revenues from leasing and rental circular business models. The second 

circular scenario models lower material and operational costs due to circularity. Our goal 

is to learn about the financial viability of circular business models in their mature stage. 

Finally, our thesis aspires to provide takeaways for other companies wanting to transition 

to circularity. 
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1.3 Delimitations  

This is not a finance thesis. The valuations are highly illustrative. While every effort 

was made for an accurate valuation, the valuations should not be taken on face value, 

but instead used to inform magnitudes of the value that each different circular economy 

scenario brings. In selecting scenarios to model, we focused on the scenarios Tarkett 

thought were most impactful and have more expertise on, fact-checking against our own 

knowledge and readings in the circular economy field.  

 

In terms of our methodology and use of case company, the scope of this thesis is 

limited to one company, Tarkett, from a micro level. We focused on finding a partner 

that closed the loop completely in some of their product lines. Our thesis limits our 

definition of circularity to the one outlined by the butterfly model. We are concerned with 

closing the loop. We do not focus on peripheral environmental issues, such as carbon 

emissions, as that would be too large a scope. Other interpretations of circularity not 

directly closing the loop are also discarded in our thesis. For instance, Boken et al. 

describe “slowing resource loops” (2016:30) as another method of adding circularity. 

However, this is not sufficient to our definitions for circularity in our thesis. This only 

means that a product’s lifetime is increased but ultimately, still has to be categorized in 

a take-make-dispose linear model. The business models and products for the projections 

used in this thesis must close the loop instead of just slowing the loop down. 

 

The case company we are looking at is mature (founded in 1997) and will differ 

completely to a startup with higher revenue growth. For our analysis of the circular 

business scenarios, we will also be assuming it is at its mature stage, and thus 

disregard high capital costs of R&D. This is to ensure a fair comparison and financial 

viability of circular business models in the long run. It also fits in with the post-

transition lens we are taking.  

 

It is worth noting that this is not all encompassing, and further research could be 

conducted on a more industrial analysis to include more cases. Throughout, other expert 

opinions are added to provide context, but they are not the focus. In the discussion 
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section, implications for policy makers is also considered, but again is not within the main 

scope of the paper. 

 

Evaluating circular economy in terms of sustainability or comparing them to other 

eco-innovations is outside the scope of this thesis. Sustainability is referenced in 

this thesis based on interviews and literature research. We have not attempted to 

quantify the sustainability impact of this model (for instance: CO2 saved, the amount of 

water saved using post-consumer pre-dried materials).  

 

The thesis also does not evaluate which of the scenarios of circular economy are 

the easiest for companies to enact, as this is more qualitative and goes beyond the 

scope of our research. For instance, insights on how consumers view each of the 

models, or the unique challenges for each model, or different legislation needed to make 

each model more adoptable are not considered.  

 

Due to our background knowledge and intention of writing this thesis, there was a bias 

towards the positive effects of circular economy. It should not influence the results of this 

research paper, but it has to be kept in mind that this bias was evident.  

 

Within the circular economy, there is not one standard approach to measuring the 

circularity and the success of circular business models which organizations and 

companies have found to be universally useful. Throughout this thesis, the topic of 

measuring circularity and the problems that come along with it will be included 

intensively.  

2. Literature Review - Circularity Landscape 

is a Growing Field in Research 
This section gives an overview to the foundational literature of relevant circular economy 

practices. Furthermore, accounting practices within sustainability are introduced which 

will be relevant in the latter part of the thesis. Additionally, the landscape of circular 

economy literature is included and two lenses, pre- and post-transition, are at the center 
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of this review. Finally, a finance-marketing model used to calculate the financial valuation 

of a company is introduced in 2.7.4, which will be the model used in the ‘Analysis’ section. 

 

Looking at literature, it is clear the focus of circularity to date has been on the qualitative 

benefits of circularity. Where quantifiable benefits are explored, the majority of these 

papers explore pre-transition quantifiable factors. There is a lack of papers focused 

specifically on the post-transition valuation and quantifying the value of a single circular 

business compared to a linear business. For this reason, we produced this thesis to 

explore the financial benefits of adopting a circular business model. Our analysis, which 

explores how the valuation of a standalone linear business model differs from a 

valuation of a circular business is one of the first of its kind and adds a quantifiable 

post-transition lens to the literature on circularity.  

2.1 State of Art  

As a quick background on literature criteria, a literature search was conducted by running 

an advanced search in the CBS library database for keywords: “circular economy” (in 

the title) AND accounting (in the title). This provided a wealth of articles, of which 

“material flow analysis” (MFA) was a recurring theme. We also searched for: “circular 

economy” (in the title) AND financ* (in the title). This allowed us to search for all words 

with “financ” in the root, such as “financing”, “finance”, “finances”, to give us a 

comprehensive search. This search resulted in four articles. To review more articles, we 

ran an additional literature search on “circular economy” (in the title) AND “valu*” (in the 

title). This broadened the results to valuations and circularity. This search yielded 50 

results, but the majority of articles were not relevant. For instance, we excluded terms 

such as: value proposition (not quantitative and not financial), value management (more 

ethical standpoint), value chain, and value preservation. Thus, we excluded these 

general terms that are not relevant for our thesis. This yielded 3 further articles that were 

directly relevant. In addition to the two keyword searches, we also looked for articles 

where “financ*” or similar variations were in the keyword to supplement our knowledge. 

Overall, we found that even if articles include keywords such as “economics”, they tend 

to be qualitatively stating that circularity is important for economies, but do not go into 

the numbers. Because circularity is a relatively novel focus in academics, other literature 
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is used to supplement this section, including literature on eco-innovation, sustainability, 

and impact investing where relevant. By conducting a wide-encompassing search 

before narrowing down, we were able to filter to circular literature that focused on 

a more quantifiable lens. 

2.2 Research Opportunity 

The literature search conducted highlights a clear research opportunity. While there were 

ample articles for accounting and sustainability, there were fewer on accounting and 

circularity specifically. Moreover, most papers are recent additions to the field and serve 

to expand the analysis to include financial considerations. For instance, out of 10 articles 

focused on circularity and finance, 5 were published in 2019 and a further 4 were 

published in 2018. This shows that this area is a very nascent field with many 

opportunities for research. Overall, while literature does provide some contextual 

findings, it does not yield information specifically on valuation and quantifying value for 

a single circular economy business. 

2.3 General Fundamentals on Circularity 

Before we delve into literature on finance / accounting and circularity, we first present 

general circular economy literature focused on: Cradle-to-cradle approach, LCA metrics, 

and the Ellen MacArthur Foundation. These three provide a background of the circular 

economy framework. 

 

2.3.1 Cradle-to-Cradle 
Looking at the delimitations, this thesis works with the high cradle-to-cradle standard. 

That does not mean that organizations which are relevant have to be certified already 

but they should work towards reaching that goal. As the founders of cradle-to-cradle, 

William McDonough and Dr Michael Braungart found a way to put principles into writing 

which are essential for the sustainable approach to business. They “encourage a 

systems-thinking approach, reframing design to be regenerative, and constantly 

progressing” (Weetman, 2016:51) to be capable of creating positive business results 

instead of negative ones looking at it from a resource and sustainability perspective. 

These principles are “supply-side approaches” and “include positive impacts on 
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economic, ecological and social health” (Weetman, 2016:51). Weetman cites the website 

of McDonough and Braungart for the following principles:  

• “Material health: value materials as nutrients for safe, continuous cycling; 

• Material reutilization: maintain continuous flows of biological and technical 

nutrients; 

• Renewable energy: power all operations with 100 per cent renewable energy; 

• Water stewardship: regard water as a precious resource; social fairness: 

celebrate all people and natural systems. 

• Social fairness: celebrate all people and natural systems” (Weetman, 2016:51) 

In the following parts of this thesis, the cradle-to-cradle certification and the high amount 

of costs is mentioned. The Cradle to Cradle Products Innovation Institute is a non-profit 

organization which is responsible for evaluating products with the just mentioned 

principles in mind and additionally, they have “a range of achievement levels to support 

continual improvement” (Weetman, 2016:51).  

 

2.3.2 LCA metric - Life Cycle Assessment and CE and Accounting 
The life cycle assessment gives a holistic overview of the whole production process of a 

product which in most cases are physical products (Hauschild et al., 2018). In 

comparison to other metrics, it looks at the whole process and tries to show how certain 

stages affect the sustainability of a product (Hauschild et al., 2018). “The core reason for 

taking a life cycle perspective is that it allows identifying and preventing the burden 

shifting between life cycle stages or processes that happens if efforts for lowering 

environmental impacts in one process or life cycle stage unintentionally create (possibly 

larger) environmental impacts in other processes or life cycle stages” (Hauschild et al., 

2018:12). LCA is quantitative in a sense that it is measurable and can therefore be 

compared between different stages but also products (Hauschild et al., 2018). As 

another criteria, it is relevant to say that LCA works on the foundation of science. The 

valuation throughout different products and stages has to be handled “consistently and 

transparently” (Hauschild et al., 2018:13). One major strength of LCA is a limitation at 

the same time. Products can include many process stages in various locations and 

different variables. LCA is useful as it brings this down to an overseeable result which 

can be compared (Hauschild et al., 2018) but on the other side, “the comprehensiveness 
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is also a limitation, as it requires simplifications and generalizations in the modelling of 

the product system and the environmental impacts that prevent LCA from calculating 

actual environmental impacts” (Hauschild et al., 2018:14). 

 

2.3.3 Ellen MacArthur Foundation, CE and Accounting 

The Ellen MacArthur Foundation (EMF) is an organization which is essential for 

displaying the importance of circular economy. It is “a charity working with businesses, 

governments and education to accelerate the transition to a circular economy, and 

publishes many of the recent books, papers and videos explaining and promoting it” 

(Weetman, 2016:52). As an organization they work together with leading knowledge 

corporations such as consultancies (Weetman, 2016). As already described in the 

introduction, they are responsible for important models and studies on the topic of 

circular economy just like the butterfly model. There are four principles in place as stated 

by Weetman (2016):  

1. In nature, there are no products that can’t be used anymore or becomes 

a waste product. This is one principal; companies need to follow with their 

products.  

2. The second “principle uses nature as a model, explaining that living 

systems are diverse, with many, many different species helping to support 

the ecosystem against shock (e.g drought, floods)” (Weetman, 2016: 52). 

The diversity is good for the general well-being. The same can be said for 

humanity. Corporations and organizations have diverse knowledge and 

resources which they can use to support the entire system.  

3. When working together, it is essential to exchange not only knowledge 

but resources. All of that is powered by energy which has to be renewable 

to make the whole system work.  

4. “Think in systems: looking at the connections between ideas, people and 

places to create opportunities for people, planet and profit” (Weetman, 

2016:52). 

With that in mind, there are four foundational layers for the circular economy by EMF:  
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Product design is an essential part of the circular economy. It has to enable product 

reuse, recycling and ‘cascading’ (waste from one process becomes an input for another)” 

(Weetman, 2016:53). There are certainly different ways of approaching designing for 

circularity. Ideally, the loop is closed but it is not the only way to start off as Bocken et al. 

(2016) show other ways which can be reached more easily when coming from a linear 

approach. “Through the design of long-life goods and product-life extension (i.e. service 

loops to extend a product’s life, for instance through repair, remanufacturing)” (Bocken 

et al., 2016:309), resources are used over a longer period of time which can be seen as 

an improvement. 

Figure 3: Resource flows from linear to circular   

 

Source: Bocken et al., 2016:309 

Furthermore, there is the aspect of “narrowing resource flows” (Bocken et al., 2016:309). 

This refers to reviewing current production streams and product materials mitigating the 

amount of resources which are needed (Bocken et al., 2016). This is also part of an ideal 

scenario where the economy is not only circular but reduced material flows first and then 

transitions to a circular economy with less resources used in the first place. 
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The focus of this thesis is the second layer: Business models have to be reinvented and 

seen from a new and different perspective. Big organizations and companies can support 

this transition as they have the resources and knowledge. Furthermore, “the ideas, 

materials and products will come from disruptors and start-ups; brand and volume 

leaders can inspire other players and help accelerate the transition” (Weetman, 

2016:53).  

The introduction of “cascading” (Weetman, 2016:53) will change the way the economy 

works, especially the logistical part. Systems for end-of-life products must provide 

effective and efficient collection, sorting, treatment and segmentation, reducing ‘leakage’ 

of materials out of the system and so supporting the business case for circular design” 

Weetman, 2016:53).  

As the last layer, the system needs to adapt and support these plans. “Policymakers, 

educational institutions and popular-opinion leaders” (Weetman, 2016:53) need to find 

ways to incentivize circular business models and improve the infrastructure needed.  

That concludes the general literature review of circularity. The next four sections focus 

on the four themes that are prevalent in financial / accounting CE literature. 

 

2.4 Theme 1: Literature Supports that Circularity is a Nascent 

Field in Research  

Until recently, circular economics was a little explored field in academics and real 

life (Portillo-Tarragona et al., 2018; Kieffer et al., 2018; Del Río et al-, 2017; López & 

Montalvo, 2015). Ranta et al. (2018) state that there is a “research gap on the economic 

value of CE for firms” (p. 11). Similarly, Aranda-Usó et al. (2019) observe this area is 

“little explored”. According to the authors, most studies “refer to resources and internal 

capabilities of companies that are not specifically related to the CE” (Aranda-Usó et al., 

2019:4). It appears to be a common theme that knowledge about how circularity affects 

businesses financially is still under investigation in the current academic landscape. 

Other authors argue that studies on how businesses acquire resources to support 

circularity are conducted “mainly by non-academic research and financing institutes” 
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(Ghisetti & Montresor, 2019:2). Aranda-Usó et al., (2019) agree that the real world 

“increasing interest of companies towards CE” (p. 1) is driving an interest in the academic 

world. In recent years, there is a growing number of academics studying financial 

resources that affect transitioning to circularity.  

 

Due to the novelty of the subject matter, there is no industry standard in 

circularity. Schaubroeck et al. (2019) state that their primary focus of their paper is to 

“provide clarity and consistency”. They elaborate there is no clear methodology in 

conducting financial analysis in circular business models because the field is so nascent. 

However, while they point out that consistency is important, a limitation of this paper is 

that it does not necessarily lay out a suggestion for a standard analysis or framework. 

They merely point out that an industry norm is needed. While some papers touch upon 

lack of industry standard in circularity, there is still a long way to go before an 

industry norm is accepted. 

 

Another commonality is that in many of the papers with circularity in the title, 

circular economy is a peripheral focus. For instance, a paper by Gabriela-Cornelia 

(2014), where the title highlights “theoretical and practical approaches of implementing 

the circular economy”, focuses generally on environmental projects as a whole. The term 

‘circular economy model’ is only mentioned once in the paper in the conclusion. This is 

very telling. In another paper, although “economics” is listed as a keyword, Lahti et al. 

(2018) do not provide actual numbers but choose to study the topic in a qualitative 

manner.  Many authors conclude there is a research opportunity to study the 

quantifiable impact of circularity, however, many of their papers do not go into 

financials.  

 

Overall, the current literature supports our understanding that there is a research 

opportunity in this field, and a growing interest in exploring financial considerations of the 

circular business model. 
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2.5 Theme 2: Circularity and Accounting focuses on Material 

Flows Analysis  

Having established circularity is a growing new topic in academia, we explore what the 

available research lays out in the field of accounting and circular economy. Many of the 

articles focus on material flows of accounting (MFA) or material flow cost accounting 

(MFCA). Much of the MF(C)A literature focused on Europe or the United States, but there 

are also articles focused on China or developing countries.  

 

MFA will become a “key tool in the identification of CE opportunities and the eventual 

decisions for the CE management of waste.” Millette et al., 2019:2 

 

MFCA is a natural improvement on the traditional cost accounting for circularity. 

According to Jasch (2006), MFCA is a basic Environmental Management Accounting 

(EMA) tool. MFCA takes into account value flows, material flows, and energy use, 

making it directly relevant to measure a circular economy company. Zhou et al. (2017) 

directly compares MFCA to traditional cost accounting, explaining why it fits for 

circularity. Essentially, traditional accounting only takes into account monetary and 

physical units. In contrast, MFCA assigns positive and negative values to the process, 

materials, energy, and system cost factors. For instance, waste is not given any value, 

positive or negative, in cost accounting. Under MFCA, however, waste is assigned a 

negative value and deducted from the overall value for a firm. Zhou et al. (2017) argue 

that MFCA calculates the “real” value, and that the two accounting methods are “often 

not consistently or effectively linked” (p. 1). The full drawbacks of cost accounting are 

laid out below: 

 

Zhou et al. (2017) argue traditional cost accounting is lacking for measuring CE 

practices (p. 111): 
• “Limited to materials for internal resource use, does not account external factors 

affecting environment 

• Does not take into account carbon emissions, which adversely affect other 

economies too 

• Not systematic 
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• Abandoned materials that are lost are calculated based on weight, not suitable 

as different materials have different values when reused 

• Very difficult to accurately account for reused materials: different inputs, varieties 

of raw materials, the resources and energy used to cycle back the material” 

 

As an improvement to the drawbacks of traditional accounting, Zhou et al. (2017) suggest 

optimization of the MFCA process in accordance with the characteristics of CE. The 

authors (2017) direct readers to establish flow centers and value flow and allocate 

associated costs. There are four principles of cost allocation they provide for each flow. 

The table below summarizes the four principles of cost allocation in each flow (p. 5). Cost 

contents are the examples of each cost item the authors provide in the steel industry to 

illustrate how it would be used in the real world. 

 

Figure 4: Cost items 

Cost item How it differs from traditional cost 

accounting (P. 5) 
Cost contents (p. 6) 

Material 

cost 
The consumption of raw materials in 

the process of recovery should also be 

considered 

Major materials: Iron ore 
Secondary materials: Coke power 
Auxiliary materials: Recovered dust 

Energy 

cost 
Distribution of positive and negative 

costs to identify most effective energy 

consumption 

Electricity, water, coal, oil, natural gas, 

etc. 

System 

cost 
Include expenses of artificial cost, 

depreciation, etc. include system cost 

of recycling consumption as negative 

cost 

Direct labor: Wages and welfare funds of 

production workers 
Other direct costs: Processing charges 
Indirect expense: wages and welfare 

funds of managers, depreciation cost, 

consumable material expense, repair 

charges, etc.  
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Waste 

disposal 

cost 

Include as a negative cost  Costs of labor and maintenance in 

dealing with wastes 

 

If we consider waste disposal costs using MFCA, if a resource is recycled or reused, the 

income directly reduces the cost of waste disposal. Other authors who write about 

accounting and circularity agree with the need to associate costs with waste. Vegera et 

al. (2018) writes “in spite of the fact that waste will be recognized as accounting objects 

only if the criteria for recognition of assets are fulfilled, [...] it is necessary to keep a 

rapid accounting of irrecoverable waste in quantitative terms” (p. 200). In traditional 

accounting, “irrevocable” wastes, or wastes that will never be reused or recycled, are not 

accounted for in traditional accounting, since, according to the authors, they do not “bring 

economic benefits to the organization in the future” (p. 200). By including environmental 

damage costs in evaluation systems, MFA aligns company incentives with nature (Zhou 

et al., 2017). 

 

Other authors write about the benefits of MFA in accounting for circularity. Pratt et al. 

(2016) uses MFA to measure the carbon emissions of Scotland using consumption 

carbon accounting to highlight the merits of a circular economy. There are two forms of 

carbon accounting, which is used in eco-innovation to calculate emissions. The first is 

territorial accounting. Territorial accounting focuses on producer responsibility and 

assigns emissions to the corresponding regions (Pratt et al., 2016). It is the current 

standard for international treaty obligations used by governments. Conversely, 

consumption accounting focuses on consumer responsibility. It calculates emissions 

generated from consumption, regardless of where emissions are generated (Pratt et al., 

2016). This brings more accountability to consumers and reverses some of the 

imbalance in power between poorer industrial countries and the wealthy countries that 

consume the products (Pratt et al., 2016). Proponents of consumption accounting argue 

that it shares the burden of decreasing emissions. By following the material flows over 

the full economic lifestyle, the authors were able to show the benefits of consumption 

accounting. 
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There are drawbacks to MFA. The biggest mentioned in literature is the lack of data. 

Pratt et al. (2016) found that “data available for material flow analysis in Scotland is 

currently extremely limited” (p. 11). While UK level data exits, Scotland level data is not 

separated out. The Scotland study does not use new data sources, but instead attempts 

to scale down UK data to Scotland on a pro rata basis. The authors acknowledge this 

generates “assumptions and creates uncertainties where data gaps exist” (Pratt et al., 

2016: 11). This is similar to a problem we will encounter later in the Analysis when we 

speak to Tarkett. Tarkett has an issue with separating between company level data and 

product level data for accounting and cost estimation purposes for the circularity of their 

products. By turning to literature, we find creative ways to solve the problem where 

there are data gaps and use sensitivity analysis to check robustness of our 

results. Similarly, Millette et al. (2019) use creative data sources when they encounter 

lack of reliable data. The authors study whether MFA supports decisions in favor of 

implementing CE in developing countries, using plastics in Trinidad and Tobago (T&T) 

as a case study. According to the authors, the main challenge of using MFA to drive 

circularity is lack of data. T&T does not collect data on production, as this is a lower 

contributor to their GDP. Oftentimes, there is also the issue of conflicting data from 

diverse sources, which “impacts confidence placed on MFA” (p. 2). Here, the authors 

say that a different data source can be used to infer what is needed for MFA. While T&T 

lacks production data, they collect rich data on materials traded, a higher contributor to 

their GDP. Thus, in literature, other studies use other data sources to resolve data 

issues. 

 

2.5.1 Comparing LCA and MFA 
MF(C)A works with costs and LCA works with environmental impact like emissions and 

resources. Bringing this together is valuable as the results from LCA could be made more 

transparent in terms of costs.  

 

In both cases, a measurement technique is used to show numerical results in the end. 

For MFA, these are costs and for LCA, it is not as clear due to the complicated setup of 

environmental impact. MFA has less limitations in that sense as it works with numbers 

from the start and does not have to transfer different measurement criteria and 

‘currencies’ to bring it down to one number. In LCA, it is one strength that it brings many 
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different processes and products together to make it measurable and comparable. But 

the impact factors from all processes of different products is complicated and includes 

much more than just costs.  

 

For example, one crucial aspect in MFA is that disposal of waste is considered negative, 

but it is not considered if waste is used in “cascading” (Weetman, 2016:53) to benefit 

other companies as they don’t need virgin materials anymore. As stated by Adams 

(Interview, 2020), countries have different policies on how to get their recycled material. 

In many cases, waste is brought to a recycling center and then there are specific 

companies who transform this waste to create new material which can be then used. 

This shows that circular practices can be included in the general infrastructure of 

municipalities. If this process would be possible by each company and there are no costs 

in the first place for waste management and disposal, it would save steps in the process 

and therefore, time. On the other hand, this is not possible for every organization and it 

can be seen as a limitation of the MFA. This is where LCA has a different approach with 

a different focus not looking at costs but what environmental outcomes result from 

process steps. But as stated in the paragraph before, it has its limitations because 

valuing this waste management process has many different variables which is more 

complicated than just calculating costs.  

 

This should show how these two methods complement each other well. It is not ideal yet 

but both systems lack either the aspect of costs or measurement of environmental costs. 

Bringing these together makes a lot of sense and can have impact on accounting in the 

circular economy.  

 

In conclusion, the papers in this section challenge readers to rethink how we use 

accounting in circularity. In current accounting practices, there are no costs associated 

with waste, providing no incentives to protect the environment. But pollution does have 

a cost that should be accounted for. Using MFCA, many authors write that there is a 

method of accounting for these costs and using CE practices to reduce these negative 

values. MFA helps companies more accurately assess environmental factors.  
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2.6 Theme 3: Finance Articles on Circular Businesses are 

Focused on Pre-Transition Financial Considerations on 

Adopting CE but Less on Post-Transition Valuation  

Of the research papers in the realm of finance and circularity, there is a large focus 

on the optimal capital structure of a circular firm. This pertains to the debt, equity or 

a hybrid model of financing to meet the needs of a circular firm. The views from case 

studies and academic research range from debt is preferred for circular businesses, to 

equity is better (completely opposing views), to an entirely new structure of financing is 

needed, to a hybrid of debt and equity. The wide range of opinions on this topic 

accentuate that there is no industry-wide accepted standard in this new form of 

eco-innovation.  

 

2.6.1 New Structure of Financing Needed - School of Thought #1 
Ghisetti & Montresor (2019) are some of the authors who assert that a new financing 

structure is needed to encourage the adoption of circular economy practices by 

small and medium-sized enterprises. They assert that circular businesses carry a new 

kind of “circular-risk” that standard forms of capital are “limited” in addressing. 

Specifically, circular risk is “diverse” and “heterogeneous” (Ghisetti & Montresor, 2019). 

Compared to other business models, therefore, it is difficult to conclude whether debt or 

equity financing or traditional forms of financing are adequate. A more tailored financial 

structure must be designed. This viewpoint is supported by financial reports by ING 

Department of Economics (2015) and FinanCE Working Group (2016), a collaborative 

effort of groups such as European Investment Bank, KPMG, Rotterdam School of 

Management, and Sustainable Finance Lab.  

 

Similarly, Khan (2019) also explores possibilities of new ways of lending and reward 

structures to motivate circularity. The structure Khan suggests is a financial contract 

where the loan turns into an equity stake in the case of a default. While the conversion 

of debt to equity is a standard convertible, what makes this structure new is that it 

releases the collateral requirements of a standard debt contract. This is extremely 

favorable for the circular business taking the loan. To illustrate other value-creating 
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structures, Khan describes a simplified structure of a loan where the mark-up is provided 

by another fund provider. For instance, if the principal of the debt is $100 with a 10% 

markup rate, the $10 markup cost is passed along to charity to pay for. In this way, it 

becomes an interest-free loan, effectively making the loan free to borrow. By exploring 

new options, Khan presents more friendly terms for responsible businesses. Khan holds 

that friendly terms promote sustainable businesses going forward. Khan’s theoretical 

musings explore a new role of financial institutions in doing good in the economy. It also 

ties in the idea of an entrepreneur having a stake in the transformation to circularity. 

While highly illustrative, the paper shows that there is a growing interest in exploring 

new capital structuring opportunities related to circular businesses. 

 

2.6.2 Traditional Forms of Capital are Adequate - School of Thought #2 
On the traditional capital structurings, there are mixed viewpoints in literature 

whether debt or equity is better for circular businesses looking for capital. 

Gabriela-Cornelia (2014) argues that debt is better suited for businesses looking to 

implement circularity. The author explains that businesses should maximize debt, as the 

cost of borrowing is lower than the cost of equity. The paper then details the implications 

of short-term borrowing, the features, and why this type of funding is needed in 

environmental projects. On the other end of the spectrum, Demire & Danisman (2019) 

argue instead that equity financing is positive to the growth of SMEs in circular economy. 

This is directly contrary to the findings in other papers arguing debt is preferred. This 

paper also found that more than 10% of revenue is required in investment to make it 

worthwhile for SMEs to invest in circularity (Demirel & Danisman, 2019). This figure is 

extremely high and already highlights the difficulties for smaller companies to 

transition to circularity, a topic we explore later. The different conclusions drawn from 

two peer-reviewed articles show that this area is new with constantly evolving information 

based on companies selected, differing criteria and methodology for circularity. 

 

In conclusion, there are clear similarities and differences that come up in research. The 

papers explored in this section are similar in that they have a pre-transition scope. 

The papers explore financial considerations on adopting circularity and specifically focus 

on funding of SMEs’ transition to circularity. This trend in research may follow the natural 

interests of SMEs in transitioning, or also follow the ease of exploring case studies of 
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SMEs. There are also clear differences in the conclusions drawn by the papers. In the 

selection of papers presented in this section, there exists a multitude of all 

opinions on the spectrum. This shows that it is a very complex research area. Even 

peer-reviewed and funded research papers can come to different results. When it 

comes to debt or equity financing, as the two opposing viewpoints suggest, there is no 

conclusive theory on which model of financing is better for innovation in the circular 

economy field. When it comes to tradition or new structures, there is not enough 

consensus to conclusively decide.  

2.7 Theme 4: Financial Obstacles - Lack of Firm Financial 

Resources and Public Policy Support  

Having analysed capital structure considerations in transitioning to circularity, we present 

another common theme in literature, which focuses on financial obstacles in getting 

circularity implemented. Literature suggests two main hindrances to firms implementing 

circular economies: 1) inadequate financial resources, and 2) lack of support on the 

public institutional level (Aranda-Usó et al., 2019). 

 

2.7.1 Availability of Funds and Quality of the Firm’s Financial Resources 
According to literature, the lack of a firm’s financial resources greatly limits the 

ability to transition to a circular economy business model. Aranda-Usó et al. (2019) 

use a resource-based framework to analyze financial resources of a firm. They write that 

“[i]nsufficient investment and the risks associated with circular business are considered 

to be obstacles to achieving the transition towards a CE, particularly for small and 

medium-sized enterprises.” (p. 3). Similarly, findings by the Eco-Innovation Observatory 

(EIO) reported that a key barrier SMEs face is the cost of environmental actions (EIO Bi-

Annual Report, 2018). Limitations of financial resources of a firm is a relevant topic that 

becomes relevant, which we further discuss in the Analysis section of our thesis.  
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2.7.2 Public Policy is Instrumental in Helping Companies Transition to 

Circular Economy 
Literature strongly suggests public policies have a positive effect in stimulating the 

implementation of circularity by companies (Tirguiero et al., 2017; Ghisetti & Rennings, 

2014. Ghisetti & Montresor (2019) write that “direct support of policy makers [is] crucial 

for the promotion of CE” (p. 22). As expected, there are many obstacles for companies 

wanting to transition to a zero-waste circular model. Costly research and development, 

capital investment into machinery, different cost structures for raw materials are barriers 

companies must be prepared to overcome. Public initiatives play a role here. According 

to Aranda-Usó et al. (2019), tax cuts, refund on resource use, and financial subsidies 

are viable ways in which the public sector could “positively stimulate the development of 

industrial symbiosis” (Aranda-Usó et al., 2019:3). The authors write as if these initiatives 

are either already existing, or possible in the near future. Other authors, such as Aid et 

al. (2017) further elaborate that taxes and public subsidies allow economies of scale, 

which companies use to alleviate the costs of transitioning to circularity. Moktadir et al. 

(2018) make the important distinction that public support for smaller companies wanting 

to transition is even more vital. This is because they lack sufficient capital needed to shift 

manufacturing practices (Moktadir et al., 2018). A study by Ranta et al. (2018) found that 

of the circular initiatives available for companies, recycling is the easiest to implement 

from a value perspective. However, as recycling “has a limited ability to keep materials 

in circulation, it is important that policymakers find ways to facilitate value creation 

through the principles of “reduce” and “reuse” for the CE to reach its full potential” (Ranta 

et al., 2018:11). Here, the authors are arguing that the government has an important role 

in incentivizing forms of circularity that may not immediately be profitable for small 

companies but have the role to transform the industry in the long-term. 

 

Overall, literature we studied mention extensively the hindrances to implementing 

circularity. This provides an important backbone for our interviews with Tarkett on their 

own challenges. The next section takes a post-transition lens for circularity in finance 

literature, which is more directly linked to our research question. 
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2.8 Valuing a Circular Business Post-Transition 

“There are a multitude of ways that the circular model increases the market value of 

shareholders’ equity” (Aboulamer, 2018:765). 

 

Having analyzed the financial aspects of circularity pre-transition, which was the focus 

for most articles in the circular literature, we now analyze an article focused on valuing 

a circular business post transition. Tellingly, we were only able to find one article 

that takes this post-transition lens. Given this angle is in line with our thesis scope, in 

this section we will go in depth into this article. Aboulamer (2018) uses a finance-

marketing hybrid framework of consumer life value to explain the extent of possible 

increase in the market equity value of a company in this “new economic paradigm”. In 

this section, we present the independent variables of this finance-marketing framework 

in calculating the financial post-valuation of a circular company.  

 

2.8.1 Literature Supports a Premium for Circularity Although not 

Unanimously 
Literature seems to support the notion that circularity carries inherent value. 

Branco et al. (2006) and Schmidt & Rynes (2003) hypothesizes that the market value of 

a responsible, resource-efficient and sustainable firm is positive. Other authors elaborate 

on this hypothesis. Roberts and Dowling (2002) explain that strong corporate reputation 

is an “important intangible resource”. These firms tend to have stronger relationships 

with customers, investors, suppliers and competitors (Roberts and Dowling, 2002). While 

the first two groups are expected, a stronger relationship with suppliers and even 

competitors is an unexpected benefit for sustainable businesses. This intangible 

resource also yields positive performance metrics. Many authors have written 

extensively on the correlation between firm sustainability and corporate performance 

(Cheung, 2011; Consolandi et al., 2010; Lo & Sheu, 2007; Robinson et al., 2011; 

Wagner, 2010). Lourenço et al. (2012) provides evidence supporting that investors 

punish firms without a corporate sustainability strategy.  Aboulamer (2018) extends this 

argument in support of higher valuations of CE companies. “Similarly, the move into a 

circular economy would have the same image improvement as we would see in CS and 

even more” (Aboulamer, 2018:766). However, there are also differing views, with some 
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authors claiming there is no correlation (Curran & Moran, 2007; Garcia-Castro, Ariño & 

Canela, 2010; Surroca, Tribó & Waddock, 2010). Other studies take the complete 

opposite viewpoint and argue there is a negative relationship between the two variables 

(López, Garcia & Rodriguez, 2007). This shows that there are myriad opinions in current 

literature. Aboulamer (2018) takes the standpoint that unsustainable companies will be 

“penalized”. Overall, from analysis literature, the prevailing view is that investor premium 

and therefore company valuation will at the very least not be compromised by circularity.  

 

2.8.2 Market Value of Circular Businesses Improves with Increase in 

Touch Points with Consumers 
“By providing a product with a limited useful life, a company is limiting its relationship 

with the consumer to that period at best [...] When the company is selling a product, the 

relationship lasts, at best, until the warranty expires” (Aboulamer, 2018:767) 

 

“In a circular business model, firms can design their products for longer life, and given 

their resources, they can service customers better than any other intermediary, hence 

guaranteeing a higher level of interaction with customers and eventually retaining them 

for a longer time period.” (Aboulamer, 2018:765) 

 

Aboulamer (2018) explains adopting circularity extends consumer interaction with 

the firm, which in turn increases the firm’s valuation. “The more valuable 

characteristic for firms in a circular economy is developing a more stable, interactive 

relationship between the firm and its customers. The total market value of this 

relationship is what the circular economy brings to the financial markets” (Aboulamer, 

2018:768). Aboulamer explains the limiting characteristics of the traditional linear 

economic model. There is a “limited relationship” with the customer in which the 

customer has “no obligation” to the firm. As soon as new competitive products enter the 

market, the limited relationship breaks, leaving the firm “no room to react” (Aboulamer, 

2018) to changes in the market. According to Aboulamer (2018), firms that follow the 

linear model miss out on key touch points. These include: when to replace the product 

and how consumers recycle materials at the end of the product’s useful life. Most 

importantly, the firm has no channel to “nudge” (Aboulamer, 2018) customers towards 

repurchase decisions. Shifting to a circular economy model shifts the paradigm of the 
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customer-firm relationship. “In a circular economy framework, the firm is not just selling 

a service; it retains a formal explicit relationship through servicing the product. 

Consequently, this relationship could be translated into an increase in the market value 

of the firm” (Aboulamer, 2018:767).  

 

2.8.2.1 What Makes Increase in Touch Points Possible? - Shift in Consumer 

Behavior  

The previous section analysed an increase in touch points helps the firm from a valuation 

standpoint. This section analyses the shift in consumer behavior and motivations that 

make this possible by delving into literature on this topic. Aboulamer (2018) provides two 

trends that account for the shift to circular economy: 1) millennials have a different 

“hierarchy of needs”; 2) the rise of environmental concerns. Millennials make up the 

largest generation in the labor market (Goldman Sachs, 2016). A Goldman Sachs report 

(2016) writes that millennials value experiences over ownership of physical products and 

grew up trusting the value of technology. Compared to previous generations, millennials 

prefer to rent houses rather than buy, in order to retain more freedom (financial and 

mobility). They also grew up with the internet and smartphones. Millennials trust the 

virtual marketplace, helping the spread of the sharing economy. Services like Airbnb and 

uber showcase the popularity of leasing services over buying products, made possible 

by the advance of technology. The second reason Aboulamer (2018) provides for shift 

of consumer behavior pertains to growing environmental concerns. Inequality between 

the countries that produce and consume products and diminishing resources needed in 

production are key concerns (Aboulamer, 2018). Given these concerns, Aboulamer 

(2018) writes that it is better for companies to actively help consumers achieve 

environmentally friendly goals.  

 

2.8.3 Financial Implications of Shift to Circular Economy 
“It is perceived that the move into a sustainable way of doing business has a cost to the 

bottom line of firms. However, the move into a circular economy does not subscribe to 

this idea.” (Aboulamer, 2018:768) 
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Having outlined the shift in consumer relationship as a reason for the shift to CE, we now 

delve into the financial implications. First, according to literature, a circular firm may 

see a decrease in operational cost. By designing products to be reused or recycled 

over again and again, the firm both decreases the cost of materials, and creates 

processes that are more “resource efficient” (Aboulamer, 2018). The second financial 

implication of the model according to literature is a decrease in non-operation 

costs. As an example, Brammer et al. (2007) toutes the benefits of boosting employee’s 

morale through sustainability. Employees are more motivated to work for companies they 

believe in, thus prolonging their commitment to the firm, and saving the company costly 

recruiting expenses (Brammer et al., 2007). Vitalino (2010) agrees that companies with 

a strong sustainability focus lower employee turnover and thus save on the cost of 

recruitment and new-hire training. Lastly, circularity offers the opportunity for 

additional revenue streams. Aboulamer points out companies change their revenue 

stream to selling service-related products, which have more stable and recurring 

revenues as customers become repeat payers. Additionally, selling circular products or 

services to customers with specific habits provides an additional revenue stream. For 

instance, in fashion, consumers who do not go to black tie events often have the 

opportunity to rent special occasion wear each time. This allows the company to 

generate revenue multiple times on the same product. We will analyse later whether our 

findings align with the findings from literature. 

 

2.8.4 Framework to Evaluate Impact of Circular Economy on Firm’s Equity 

Value 
Now that we have analyzed the variables that affect valuation, we now examine a 

framework for calculating the impact of circularity on a firm’s valuation. Aboulamer (2018) 

provides a framework for being able to encapsulate the value added by circularity.  

 

2.8.4.1 Discounted Cash Flow (DCF) Model - Financial Model 

A standard way of valuing a firm is using the Discounted Cash Flow (DCF) model. The 

details of this model will be further explained in the Analysis section; however, it is 

covered briefly here as it appears in the paper by Aboulamer (2018). As Aboulamer 

(2018) explains a firm’s value is the present value of its future cash flows. The more 
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certain and predictable the cash flows are, the higher the increase in valuation of the 

firm. According to Aboulamer (2018), the increase in valuation is accounted for by the 

decrease in riskiness of cash flows and increase in growth due to the firm’s ability to 

adapt to the needs of its consumers. This is in line with the standard DCF. Aboulamer 

(2018) adds that a company adopting the product-as-a-service model of circularity 

has a much longer relationship with the customer. He describes the consumer as a 

“member” and “not customer” (Aboulamer, 2018), who has an ongoing relationship with 

the company over time. Therefore, this “ongoing relationship will be reflected in the 

steady growth of the cash flows of the firm.” Essentially, circularity stabilises a firm’s 

future cash flows. 

 

“As the firm’s cash flows become more stable because of its move into the circular 

economy, growth becomes stable and investors will require a lower return because of 

the decrease in the perceived risk of the firm” (Aboulamer, 2018:767-768) 

 

Aboulamer contends circularity increases valuation because of more stable cash flows. 

However, he suggests that the DCF model alone is not adequate to capture the full 

value of circularity. His main reason for this belief is that the DCF model “does not 

differentiate between the normal growth of the firm and the value from entertaining 

a good relationship with its customers” (Aboulamer, 2018:768). Additional changes 

must be made to the DCF framework to fully capture the unique advantages and 

increase in valuation of circularity. 

 

2.8.4.2 Consumer Life Value (CLV) Model - Marketing Model 

“The move to a circular economy is another way of improving the consumer life value 

(CLV). This metric was developed in marketing to measure the dollar value of future cash 

flows obtained from consumer retention.” (Aboulamer, 2018:768) 

 

To account for the additional value circularity provides, Aboulamer turns to the 

CLV framework developed in marketing. CLV of a single customer is defined in by 

Gupta, Lehmann, and Stuart (2004) and Reinartz and Kumar (2003) below: 
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Figure 5: CLV definition 
 

 

 

 

 

 

 

 

 

 

 

Source: Gupta, Lehmann, and Stuart (2004) and Reinartz and Kumar (2003) 
 

When we apply the CLV framework to circularity, it is directly representative of the value 

added by circularity. Aboulamer (2018) explains why the CLV model is a good framework 

to use to value the additional benefits of circularity. As the firm transitions to a circular 

business model, retention rate (r) increases through the conversion of products to 

services and thereby long-term relationships with customers (Aboulamer, 2018). 

Mathematically, as r increases, the CLV value also increases. Thus, Aboulamer shows 

that there is a “tangible, measurable, and tradable value of the circular business 

model that goes beyond the mere labeling of the firm as sustainable.” (Aboulamer, 

2018:768). Using the CLV framework is an easily quantifiable way of calculating the 

benefits of circularity.   

 

However, Aboulamer is quick to point out that the CLV framework is not enough 

for firms to make a decision on whether circularity is helpful. Just as there is an 

additional value (represented by the CLV), there is an additional cost to transitioning to 

circularity. Aboulamer contends that firms must balance out their costs against gains. 

“[Not] every firm in every industry will benefit from the circular economy the same way. 

The cost of this paradigm shift in the firm’s activities should be lower than what it 
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has to gain measured by MVCLV” (Aboulamer, 2018:768). This is a relevant point that 

makes itself clear when we look at costs faced by Tarkett in choosing to be circular.  

 

2.8.4.3 Combining Finance and Marketing Frameworks to Capture Value of 

Circularity 

Overall, Aboulamer combined tools commonly used in finance and marketing in 

order to calculate the value of a circular business. We will be using the tools found 

in literature to inspire our own analysis of circularity when we value Tarkett. In the 

analysis section, we also go into the limitations of the DCF tool. 

 

2.8.5 Concluding Remarks for Using DCF-CLV Framework to Value 

Circularity 
There are many factors that play into the valuation of a circular company. First, we looked 

at the investor premium potentially paid for a circular company. Next, we analysed 

stabilisation of cash flows through increased customer touchpoints. We also accounted 

for the decrease in costs and increase in revenues provided by circularity. As literature 

already mentions, quantifying the value of circularity is extremely difficult to 

accurately calculate. Even with the DCF-CLV framework, it is more an art than a 

science. We will be using a similar approach and framework provided in this section for 

our analysis of Tarkett.  Our job as researchers will be to see if our case study and 

findings align with literature.  

2.9 Summary of Literature Review 

To conclude the literature review, we summarize our learnings in relation to our research 

question.  

 

What are the challenges and opportunities of quantifying the financial value of 

mature circular economy business models at Tarkett?  

 

Literature highlights there are many challenges of quantifying the financial value of 

circularity. The wide range of conflicting opinions from experts writing on this subject 
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show it is hard to conclusively study this field. There are no commonly accepted 

standards or metrics. Many articles on the financial aspect of circularity have a pre-

transitional scope, which explore capital considerations of firms transitioning to 

circularity. Literature has not answered questions on the financial viability of 

circularity in the long run when circularity has reached its maturity. Academics 

agree that understanding the financial viability of circular models would offer many 

opportunities to make transitions easier. From reviewing this body of literature, it remains 

unclear how to answer our research question.   

3. Methodology  

For this methodology chapter, it is the main goal to display the theory and reasoning for 

methodological decisions. This chapter is divided into four parts: Research design, 

philosophy of science, data collection methods, and analytic method. These four aspects 

are highly relevant to make sure that the research quality is justifiable.  

3.1 Research Design 

This thesis is built around the research design of a case study of circular flooring 

company Tarkett. This includes “the detailed and intensive analysis of a single case” 

(Bryman, 2012:66). Generally, a case as a term is mentioned in regard to “a location, 

such as a community or organization.” This thesis is built around a single case. The 

approach can be referred to as inductive as the observation comes first with the theory 

following up on that (Bryman, 2012:69).  
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Figure 6: The case study research design 

 

 
Source: Bryman, 2012 
 

The phenomenon under investigation is aligned with the research question:  

 

“What are the challenges and opportunities of quantifying the financial value of 

mature circular economy business models at Tarkett?  

 

Subquestion: What might be the implications and recommendations for other 

businesses? “ 

 

 The case study is designed around the idea of mixing insights from financial numbers 

and expert interviews. The financial numbers include numbers from the public statement 

which Tarkett has to release and broker reports. Expert interviews were conducted with 

two employees from Tarkett working in the department of sustainability and circular 

economy. Furthermore, online research and short interviews with industry experts 

outside of Tarkett help to get different perspectives regarding this phenomenon. Looking 

at the timeline, especially online sources were looked at beforehand to identify fitting 

companies like Tarkett. After the initial contact, it took a few weeks until a meeting was 
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arranged. The interviews with different experts were held within a few days of each 

other.  

 

While the case study is looking at financial numbers from a specific time frame, the 

interviews are conducted in a way to gather information about the experience and the 

transition towards a circular economy which makes the approach diachronic because it 

identifies experiences, insights, and changes over time (Thomas 2011). Certain insights 

which could be extracted from the interviews can be dated back more than ten years and 

due to those experiences, the experts are making educated guesses to what the 

development will look like over the next five to ten years.  

 

There are different criteria that can be used to evaluate research. The criteria of 

reliability, replication, and validity are not necessarily useful for qualitative research 

(Bryman, 2012). In 1985, Lincoln and Guba proposed the criteria of trustworthiness for 

qualitative research (Bryman, 2012). “Each aspect of trustworthiness has a parallel with 

the quantitative research criteria. 

 

• Credibility, which parallels internal validity—that is, how believable are the 

findings? 

• Transferability, which parallels external validity—that is, do the findings apply to 

other contexts? 

• Dependability, which parallels reliability—that is, are the findings likely to apply 

at other times? 

• Confirmability, which parallels objectivity—that is, has the investigator allowed 

his or her values to intrude to a high degree?” (Bryman, 2012:49) 

 

These criteria have been kept in mind throughout the process of investigation. To make 

sure that the findings are credible, multiple perspectives (online research, experts, 

professor) have been identified to analyze the importance and relevance of the main 

source.  

 

Dependability was included in questions throughout the process to better understand the 

value of the findings. Are these results only valuable for this time? What is their outlook 
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on the development over the next five to ten years? Are other industries moving in the 

same direction? What are problems for them? These types of questions have been used 

to make the findings more dependable.  
Within the delimitations, potential biases have been mentioned and are kept in mind 

throughout the whole process. Before the investigation, specifically the interviews, 

questions have been reviewed to not be biased in any way or lead the expert in a 

direction which supports the researchers’ personal opinion.  

 

The case study in this thesis is conducted to find out more about the process underlying 

the circular business models. It should be the foundation of an interpretative study. As 

this study is focused on a single case study, there is value to extract recommendations 

from these insights but nonetheless, learnings from this thesis cannot be generalized 

beyond Tarkett and the carpet and flooring industry.   

“M. Williams (2000: 215) has argued that, in many cases, qualitative researchers are in 

a position to produce what he calls moderatum generalizations—that is, ones in which 

aspects of the focus of enquiry (a group of drug-users, a group of foot- ball hooligans, a 

strike) ‘can be seen to be instances of a broader set of recognizable features’ (Bryman, 

2012: 406). According to Williams (2000) as cited in Bryman (2012), these “Moderatum 

generalizations” (p. 406) will always have limitations due to the circumstances they have 

been created in. Researchers are still in a position to draw discoveries from their findings 

to compare these with other relatable organizations.  

In the case of this thesis, it can be said that the topic of circular economy is not highly 

investigated scientifically at this point. This specific phenomenon was, until this point, not 

analyzed in other studies which makes this a revelatory case. A foundation for such a 

case is built “when an investigator has an opportunity to observe and analyze a 

phenomenon previously inaccessible to scientific investigation” (Yin 2009:48).  

Therefore, interviews with industry experts from companies which are leading their 

industry when it comes to circular economy can be helpful to find learnings for other 

organizations as well.  
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3.2 Philosophy of Science 

Saunders et al. (2009) say that “the term research philosophy refers to a system of 

beliefs and assumptions about the development of knowledge.” Essentially, there are 

many assumptions made during the time of this thesis as the researchers are developing 

new knowledge in a specific field.  

 

There are three different types of assumptions, ontology, epistemology, and axiology, 

which are relevant to look at. Having these three sets of assumptions in mind, all of them 

are relevant when following a certain research philosophy. Saunders et al. (2009) 

defined five different philosophies: Positivism, critical realism, interpretivism, 

postmodernism, and pragmatism. This thesis follows the philosophy of pragmatism.  

 

“It does this by considering theories, concepts, ideas, hypotheses and research findings 
not in an abstract form, but in terms of the roles they play as instruments of thought 
and action, and in terms of their practical consequences in specific contexts” (Saunders 

et al., 2009:143). Just like an entrepreneur, in pragmatism it starts with a problem with 

the goal of a solution. This is the foundation of future recommendations (Saunders et al., 

2009). 

 

“Ontology refers to assumptions about the nature of reality” (Saunders et al., 2009:127). 

It is highly impactful regarding the choice of what to study or write a thesis about as 

researchers are biased in certain ways and therefore, assume something about an 

industry, organization, topic or person which they then want to analyze. When a different 

researcher will look at that organization or the announced problem, a new study might 

look at it from a different angle with different assumptions. In regard to the assumptions, 

pragmatism is not clearly connected to either objectivism or subjectivism. In Ontology, 

both ways can be represented. As there is a factual-based problem due to a lack of 

resources, circular economy and its financial value has a clear foundation without 

subjective reasoning. Nonetheless, there are different approaches to it and different 

situations and scenarios will lead to different results from a financial but also social 

approach to the topic of transitioning to a circular economy, this is the case for internal 

challenges and business models.  
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“Epistemology concerns assumptions about knowledge, what constitutes acceptable, 
valid and legitimate knowledge, and how we can communicate knowledge to others 
(Burrell and Morgan 1979)” (Saunders et al., 2009:127). Epistemology refers to 

knowledge and information which are seen as a good foundation or influence on a paper 

or a study by the researcher. This offers a wide variety of options to the researcher but 

also shows that there is a bias from the researchers perspective on what is a fitting 

source of information for a thesis. In epistemology, a clear allocation towards objectivism 

or subjectivism is not possible. Working with a financial model allows the researchers to 

use numbers which allow not as much room for interpretation. It can be broken down to 

a specific number if circular business models are successful or not. But numbers come 

from different sources and can be changed and interpreted with various intentions. 

Furthermore, the transition towards circular business models is relevant for this thesis. 

The transition and knowledge on how to go about this transition and how to train a 

company is more opinion- and experience-based. This is more of a subjectivist 

epistemological approach than anything else.  

 

The third type is axiology which refers to the values of the researcher. This already 

comes in play when choosing a research topic over another. Due to certain values, one 

seems to have a priority over the other to the researcher. It impacts the choice of 

methods as well as methods like interviews can be valued higher by a researcher. The 

set of values in regard to a thesis is important and the researcher needs to present 

awareness. The choice of this topic for this thesis, which refers to values and axiology, 

is highly value-bound as the researchers have to feel from a value-standpoint that 

sustainability and circular economy is important enough to write this thesis about it. Here 

again, it can be said that someone without these values can objectively see facts about 

the lack of resources and announce this topic as relevant. In the end, it is about choosing 

and following through with the research. This is where axiology is more connected to 

subjectivism in this case.  
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3.3 Data Collection Methods 

The initial contact for the interview came through a call to Matthew Adams, Director at 

Tarkett. After a short introduction to the topic and this thesis, a meeting was scheduled 

in-person. Due to the corona virus disease 2019 (COVID-19) pandemic, this was moved 

to a phone call. 

 

The primary goal of the interview for this case study was to get further insights into the 

transition towards a circular economy approach and the setup of circular business 

models. Getting a different perspective from the inside of Tarkett is highly valuable as it 

allows to gather knowledge which goes beyond the raw financials. Beyond these 

insights, there were relevant questions regarding financials that went beyond the public 

statement. Because of his extensive knowledge about the field of circular economy, 

Adams gave us sources and tips for other, external projects that Tarkett is a part of which 

show how circular economy is lived within the construction and flooring industry.  

 

To build a cluster of data collection methods, an interview which goes beyond the 

financial insights is relevant. Furthermore, it was possible to get the main financials due 

to Tarkett being a public company.   

 

For more background information on the construction and circular industry, we 

conducted supporting interviews with two other sources. A circular wood product 

company from Germany was contacted to gather more information on the aspect of cost 

saving through circular business models and the processes that were implemented 

because of it. We had one encouraging phone interview and a follow-up was discussed. 

In the first short interview, a contact at a circular wood product company already 

mentioned interesting aspects in regard to saving costs through circular economy. As 

this was only a short talk, this information is limited but nonetheless, relevant for this 

thesis. However, due to COVID-19, the contact person was no longer available for an 

interview. The second interview was with a startup founder of a plastic-neutrality platform 

on sustainability and innovation.  
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Besides the case study, other stakeholders were brought in to share their perspectives. 

With the limitations of a single case study in mind, this should include knowledge to this 

thesis which was generated through different experiences. The second main interview 

was conducted on Wednesday, March 18, 2020 with Sally Ribbon. She is a Circular 

Economy Strategist in the North America office of Tarkett. This interview was held over 

the phone. One researcher (Heidi Lee) was in Copenhagen, the other researcher (Julian 

Barsch) was in Cologne.  

 

The primary goal for this interview was to get a different perspective from Tarkett to not 

understand the challenges and positive aspects of circular economy in a different country 

but to learn even more about the process of an organization towards becoming a circular 

business. Due to her role and geographic location (North America) at Tarkett, she has 

different responsibilities which allowed us to gain more insights. Specifically, public 

statements from the company revealed they are focusing on growth in North America, 

so it was relevant for us to talk to someone from this regional office.  

 

3.3.1 Interviews 
The interviews have been conducted in a qualitative manner. This allowed the 

researchers to put a bigger focus on the interviewee’s own perspective. “In qualitative 

interviewing, ‘rambling’ or going off at tangents is often encouraged—it gives insight into 

what the interviewee sees as relevant and important” (Bryman, 2012:470). This aspect 

was highly relevant in this case as the financial development of Tarkett is included in the 

financial statements. Personal experiences, challenges and important learnings will add 

value to this thesis. This approach does not encourage the interviewee to hold back 

information but to include the researchers into the thought process.  

 

Two interview setups were an option. The unstructured interview is held free and it might 

even be the case that the researchers only have one initial question and the interview 

will evolve from that point. Burgess wrote that such a setup could be close to a normal 

conversation (1984). The second setup option is the semi-structured interview. The 

researchers prepare an interview guide with questions that are relevant to be discussed. 

But to distance this approach from a structured interview, there is a lot of movement 

possible when answering those questions. Due to the freedom in answering, the 
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researcher might not follow the exact schedule or might ask questions as a follow-up 

which were not present in the original interview guide. In the end, there is a clear goal to 

ask all questions from the interview guide. “In both cases, the interview process is 

flexible. Also, the emphasis must be on how the interviewee frames and understands 

issues and events that is, what the interviewee views as important in explaining and 

understanding events, patterns, and forms of behavior” (Bryman, 2012:471).  

 

The interviews for this thesis were conducted in a semi-structured way. With semi-

structured interviews, the process is adjustable regarding the “the direction in which 

interviewees take the interview and perhaps adjusting the emphases in the research as 

a result of significant issues that emerge in the course of interviews” (Bryman, 2012:470). 

Every interviewee was only interviewed once for this thesis.  

 

The set of questions in the interview guide was subject to decisions that had to be made 

beforehand. For every question, there are open and closed questions. Open questions 

were mainly used throughout the process as it allowed the interviewee to bring in 

different insights and perspectives which were not planned by the researchers. It allows 

that the interview develops into a new direction (Bryman, 2012). One obvious 

disadvantage is the administrative work as open questions lead to longer answers 

(Bryman, 2012). Closed questions were only used in moments when it was important to 

get a specific binary answer. In this case, it was important to only use closed questions 

if this was necessary. Otherwise, closed questions would have limited the interviewee 

from giving relevant perspectives on the matter (Bryman, 2012).  

 

Due to the researcher background, being aware of potential biases was important. 

Therefore, all questions had to be reviewed and asked in a neutral way to not steer the 

interview in any direction.  

 

3.3.2 Financials and Public Sources 
As a public company, Tarkett provides the main financials at their quarterly and annual 

investor meetings. Historical figures from the last five years were from the company 

financial reports, more precisely the balance sheet, income statement and cash flow 

statement. The relevant figures are revenue, operating profit, depreciation and 
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amortization, taxes, capital expenditure and changes in net working capital. All of these 

numbers are vetted at a standard which is generally accepted and can therefore be 

declared as reliable data. Just to mention it, there was a change in the accounting 

standard applicable for all companies from January 1, 2019. This is not related to 

circularity, but it should be mentioned at this point. Tarkett also states that it is negligible 

but for further information, it can be found in the appendix section (Appendix A). In the 

analysis section, we will work with a model that relies on projections. For the next five 

years, the projections for the same line items are drawn from either consensus figures 

from broker reports or are held constant as a percentage of revenue from 2018 financials. 

These are the last numbers from a total fiscal year which is available and vetted. We 

chose to take the most recent broker reports for the full year financial results. This 

approach is in line with industry norms. To gather financials, we had access to five 

brokers and their estimates were in-line with each other. This was one main reason why 

we as researchers feel comfortable including all of them to guide our estimates. In terms 

of epistemology, in this one case there was one obvious data set which can therefore be 

categorized as objectivism. The access to these broker reports was a great opportunity 

for us as researchers and there were no alternatives with the same value.  

 

Other public sources for additional information were from the Tarkett website, Tarkett 

YouTube channel, news articles and press releases. These were used to get more first-

hand knowledge of the products they’ve released that are circular, and background 

information. One example is the step-by-step display on how circular carpet tiles are 

produced and how the circularity comes into play. It also helped to read up on 

collaborations which they have to improve their circular initiatives. This was very much a 

way of researching the topic that we chose instead of going into a different direction. It 

helps to paint a picture that goes beyond the numbers and is relevant to understand the 

underlying processes. Tarkett takes circularity seriously but as a researcher there are 

biases and experiences. From other projects in the field of circular economy, we can say 

that this level of seriousness and honesty is not always in the center. It can also be used 

to market a sustainability factor for a company without actually being completely circular 

with the standards which we already presented in the literature review.  
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Especially when it comes to the financials and the background information on the broker 

reports, the analysis of this paper will go even deeper into that topic.  

 

3.3.2 Cross-Referencing 
Cross-referencing is essential for the dataset of this thesis. The thesis relies heavily on 

the financial numbers and the model originating from that. The interviews give the 

numbers sense and meaning as the internal knowledge only allows to confirm certain 

developments, transitions and future assumptions.  

 

One main topic was already introduced as the measurement of circularity in businesses 

is a constant challenge for organizations. These insights can only come from qualitative 

interviews and need to be kept in mind when reading the analysis of this thesis. Creswell 

(2016) also stresses that qualitative research is useful when analyzing a complex 

problem that lacks knowledge of appropriate measurement for the different aspects.  

 

3.3.3 Data Quality and Limitations 
The data set is divided into two aspects as already mentioned. Due to the financial 

insights of a public company, the financial data are a good foundation for the model. 

Many circular initiatives are rather new or have been installed over the last years. This 

can especially be said about alternative business models like rental, leasing or buyback 

which we will go into more detail later. In the flooring and carpet industry, products are 

used for longer time periods which is the main reason for a limitation. Financial data from 

circular business models and the growth or decrease of revenue due to circularity is 

difficult to measure in general. In this case, more insights will be there in an estimated 

five to ten years (Adams, Interview, 2020) when more clients have given back their 

products to be re-used.  

 

This is where these two data sets speak with each other. The numbers from the public 

statement require context to analyze them. Without context, there is no knowledge about 

the impact of circularity on the financial side. Furthermore, a post-transformation outlook 

on the financial value of circularity can only be given with qualitative insights from 

interviews as there are no concrete measurements.  
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Tarkett has many initiatives and plans for their work in circular economy but not all of 

these are available through alternative search methods, for example online. This is 

where a semi-structured interview helps. Adams was willing to talk about many options 

for the future and these insights are highly relevant to determine a value.  

 

The main limitation throughout the process was due to the COVID-19 outbreak. 

Interviews were planned in a higher quantity and in-person. This was not possible 

anymore. According to Bryman (2012), there can even be advantages as ”asking 

sensitive questions by telephone will be more effective, since interviewees may be less 

distressed about answering when the interviewer is not physically present” (p. 488). 

Nonetheless, technical issues, clear understanding, sign language are among other 

aspects which were missing. It did not feel as natural to build a conversation which was 

the main reason for choosing the semi-structured interview.  

 

Finally, it can be said that this data collection exclusively focuses on the post-transition 

valuation of circular business models. As already explained in the literature review, the 

main focus of the circular economy research is on pre-transition valuation. This shows 

how important the reflection on limitations of this thesis is. The projected financials and 

other future expectations by all stakeholders of this paper rely on assumptions. This is 

why reflections on the limitations will be an essential part of this thesis and will be 

integrated throughout the analysis and discussion.  

3.4 Analytical Method 

This thesis is built on a foundation of a phenomenon investigated, an analysis of data 

and a qualitative study. The analytical method needs to be designed in a way that these 

data points are not separated into different narratives but can be logically seen as one 

storyline for this research to make sense.  

 

The research question was formulated in the beginning and revised before the start of 

the interviews. On one hand, the literature review should be influenced by the research 

question which is why it is relevant to have a research question from the start. The 
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research then should give your research question meaning and offer opportunity to 

improve it (Bryman, 2012). Furthermore, theories and literature were found and used 

before and after the qualitative interviews. As a foundation of circular economy, certain 

literature had to be studied no matter the outcome of the interviews. It was not necessary 

to revise the research question in an all-encompassing way but to rather find where to 

look during the process. The interviews gave clear directions for additional literature but 

especially showed concrete problems which needed to be addressed during this thesis 

as already stated during the research philosophy. Within pragmatism, the researcher has 

the goal to solve a problem.  

 

Throughout the data collection process, relevant information was prepared to be ready 

for the analysis. While financial data or new knowledge about financials went directly into 

the model, the interviews were recorded and transcribed. In this case, coding was not 

necessary. The interviews were used to find the important questions to be asked and to 

get knowledge about the experience of transitioning into circular economy. It also added 

value through learning more about circular economy in general.  

 

Especially towards the end, the process involved reading the transcription over and over 

to use it as one foundational element for recommendations that other companies can 

use. Throughout the interviews, the interviewees revealed experiences, action steps and 

challenges from the transition time but also overall working experience within a company 

with circular business models. These insights are highly relevant for the recommendation 

section due to Tarkett being a leader in the field of circular economy.  

3.5. Ethical Concerns 

Every possible effort was made to obtain consent from interviewees. Although a written 

signature is missing (as the interview participants were occupied by the global pandemic 

that hit during the months this thesis was written), verbal consent was provided. Interview 

participants were notified that our conversations would be audio recorded, transcribed 

and stored for the duration of the thesis. Transcripts of two key interviews are provided 

in the Appendix. After the thesis defence, all audio recordings will be deleted.  



 57 

3.6 Summary of Methodology 

The phenomenon investigated in this thesis is “What are the challenges and 

opportunities of quantifying the financial value of mature circular economy 

business models at Tarkett? Subquestion: What might be the implications and 

recommendations for other businesses? “ This is a single case study which relies on 

a qualitative study and financial data from the public statement of the case study 

organization. 

 

The research philosophy can be categorized as pragmatism as it fits the approach to 

find a solution to a problem without being restricted to only an approach surrounding 

objectivism or subjectivism.  

4. Tarkett - Case Company 

This section provides a quick background on the company we are analyzing. 

4.1 Background on Tarkett 

Tarkett is a global company headquartered in Nanterre, France, which manufactures 

diversified flooring and sports surface solutions. They are the third largest global flooring 

producer by sales (behind Mohawk and Shaw) (Jefferies report, 2020). Their range of 

products includes vinyl, linoleum, rubber, carpet, wood, laminate, artificial turf and 

athletics tracks. The company was founded in 1989 and is publicly listed on the Euronext 

Paris Stock Exchange (ticker: TKTT). Tarkett has 12,500 globally and 33 industrial sites 

(company press release, 2020). Although they sell globally to over 100 countries 

(company press release, 2020), their exposure is skewed towards developed markets, 

and has strong positions in Russia, Europe, and the U.S. (Jefferies report, 2020).  

 

They are a world leader of innovative sustainable flooring solutions. They are pioneers 

in environmental and social responsibility. They are one of the first movers of 

circularity and considered an ideal case company to study.  
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4.2 Tarkett and Circularity 

During their annual investor meeting held in February, the company presented that one 

of their 4 strategic pillars was to “change the game with circular economy” (Tarkett, 2020; 

appendix F). The company does not merely focus on financial returns but 

advancing circularity as an equal consideration of their mission. It is a part of their 

DNA. In our interviews, Adams (2020) emphasized the “pioneer spirit” of Tarkett as they 

are a novelty when it comes to their industry but also Denmark due to their high 

standards and resources put into the circular business models. This is why Tarkett is 

ideal as a case for this thesis due to their significance as a first mover.  

 

They have developed the ReStart take-back program, which is the collection of post-

installation and post-consumer flooring, in order to reuse the material as a new resource 

at the end of the products lifecycle (Tarkett 1, 2020). The program features impressive 

figures. Between 2010-2018, 102,000 tones of flooring were collected in Europe and 

North America (Tarkett 1, 2020). In 2018 alone, 3,300 tones of installation waste was 

collected globally (Tarkett 1, 2020). In 2018, the company reported using 134,000 tones 

of recycled materials as raw materials, representing 10% of raw materials purchased 

(Tarkett 2, 2020). Finally, the company aims to send zero industrial waste to landfill by 

2020. Out of the company’s 13 production sites in Europe, 10 have already achieved this 

goal (Tarkett 2, 2020).  

 

From our interviews, the company evaluates circularity in terms of their materials (what 

they call “product group”), not through geography or product segment (e.g. not in their 

sports division). For instance, they have achieved circularity in their carpets, but are not 

as far in their vinyl product group.  

 

“Tarkett is the only carpet-maker in Europe to have verified evidence of closing the loop 

on carpet tile production”  
- Press release from Aquafil-Tarkett partnership, 2019 

 

Tarkett has invested 15 million euros in close loop carpet tile initiatives (Aquafil press 

release, 2019). EcoBase carpet tiles are their featured circular product. The tiles are 
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designed for easy disassembly from the onset. Yarn is separated with more than 95% 

purity from carpet backing, which allows two material streams that can be recycled and 

repurposed to resources without a loss of quality (Aquafil press release, 2019). The 

product is in collaboration with Aquafill. The EcoBase carpet is recycled in Tarkett’s 

production line and then polyamide 6 yarn is sent to Aquafill for recycling into 100% 

ECONYL regenerated yarn with no loss of quality.  

 

Additionally, the company has several products that are Cradle to Cradle Bronze, Silver, 

and Gold certified (Appendix G) 

5. Analysis - Analyzing the Circular Impact 

on a Company Valuation 
In this section we assess the viability of the circular business model at Tarkett. The 

interviews as well as the online research, literature review and financial study revealed 

various insights and findings. As this thesis is a blended analysis, we will foreground this 

section with a methodological note below. Our data will be used to make sense of the 

financials in the model which will be further analyzed in this section. There are four main 

themes:  

• Measuring CE practices is a challenge for stakeholders 

• Transitioning into circular business models takes time - internally and financially 

• There is almost no experience about post-transition valuation of circular economy 

in business and science 

• Value can come from different sources 

The literature already presented will serve as a foundation. The analysis is separated 

into the (1) limitations of measuring circular business models (2) the internal challenges 

with a transition into circular economy (3) valuing the effects of circular economy on a 

micro and macro level (4) the financial challenges with a transition into circular business 

models which will include the financial model with three different scenarios and a 

sensitivity analysis.  
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5.1 Methodological Note 

Due to the blended nature of the analysis section, which takes into account qualitative 

interviews and quantitative accounting and financials, we foreground this section with a 

note on methodology.  

 

Initially, desk research was conducted to form a background of the analysis. This 

included looking into YouTube videos from the company, recent news and press 

releases for partnerships and circular product releases. Other databases, such as 

Factiva, were also used for background information. Finally, publicly available financial 

reports from the company and broker reports were used for the majority of quantitative 

accounting and financial data. In addition to desk research, a series of interviews were 

conducted to augment and deepen the analysis. Further detail on data is broken down 

below: 

 

5.1.1 Quantitative Accounting and Financials - Data Source 

5.1.1.1 Historical Figures: 

Public companies, such as Tarkett, are required to report their financials each year. They 

are required by fiduciary duty to protect shareholder investments and are held to a strict 

standard of reporting.  The numbers in the public filings have been strictly vetted by 

outside accounting and financial firms. Thus, we are comfortable looking at historical 

figures from company financial filings, which are easily available on the company 

website. For the specific reports that we used, we looked at the annual reports. Public 

companies are required to present annual and quarterly filings. Although updated 

quarterly finance documents are released in April 2020, we will not be updating based 

on these quarterly financials. The reason is that the company’s sales are “to some extent 

seasonal” due to installation work done in warmer weather (company press release, 

2020), with higher sales in the second and third quarter of the year. Thus, we choose to 

focus on the latest full year reports available, which were February. We looked at the 

latest annual filing because it presents the full picture, and we are not swayed by 

seasonality or temporal issues. Thus, the latest full year we have a picture of its 2019 

annual filings, which was reported in February 2019. 
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 At each annual and quarterly investment meeting, where financials are revealed, 

management at the company also provides guidance for projections and additional color 

on where the focus will be going forward for that year. While this is useful information, 

such as management’s guidance this year that they will be focusing on North America 

for growth, we must note that this data is heavily biased. Management’s projections 

will always be more optimistic than an unbiased outside source. 

 

5.1.1.2 Projections:  

Since we cannot rely on management’s biased projections alone, we turn to a 

more objective third-party source for projections. Where available and where it 

makes sense, estimates from broker reports were used to form a basis of projections. 

We have access to 5 of the 11 broker reports that provide research on the company 

(appendix B). In the finance industry, broker reports are a widely used and reliable source 

for projections. From an academic standpoint, however, we must be more discerning 

with the reliability of these projections. One broker report may report very positive news, 

while other brokers may be overly negative. To ensure even greater validity of data, we 

conducted a ‘broker consensus analysis’. This is explained in greater detail in ‘Section 

5: Analysis’. To summarize quickly, it involves taking an average of broker report figures 

and making judgement calls in rejecting extreme externalities in broker projections. 

Where it makes sense otherwise, historical figures are used to project future figures and 

checked to ensure reasonability. This is explained more below. 

 

5.1.2 Qualitative Interviews: 
We complement the quantitative financial and accounting data with qualitative 

interviews. The main interviews are noted below: 

 

5.1.2.1 Matthew Adams - Director at Tarkett 

One and half hour phone interview conducted over the phone on March 11th, 2020. This 

was originally scheduled to be an in-person interview, with follow-up interviews expected. 

However, due to the COVID-19 pandemic, the meeting was changed last-minute to over 

the phone, and we as researchers had to redesign our data collection accordingly. While 



 62 

there are limitations from not being able to meet in person, this phone call still provided 

invaluable insights. Adams was generous with his time and provided private information 

we would not be able to find online. For instance, he openly shared Tarkett’s planned 

pilot leasing program to be rolled out in Europe before the official public launch. He also 

gave his opinion freely (“you probably shouldn’t quote me on this but…” when he talked 

about the landscape of consumers changing attitudes on circularity). The interview also 

provided color on how Tarkett views circularity (by product, not geography or other 

segment) and some financial insights. He was able to provide some qualitative 

information on how CE stands at this point in time but no concrete figures. The limitation 

from this is that he is not necessarily a finance manager, so he would not give explicit 

figures. 

 

5.1.2.2 Sally Ribbon - Product Sustainability Manager, North America 

One-hour interview conducted over the phone on March 18th, 2020. This interview was 

important in giving a North American aspect of the company. Since management 

specified the company would focus on North America for growth in 2020, it was important 

for us to talk to someone from this office. Ribbon was more guarded with sharing 

numbers (“I have to check with the legal team before I can share that”). It is possible 

there is a cultural difference, as North America is more litigious than Europe in general. 

Despite her guardedness in sharing financial figures, she was open in other answers and 

offered to connect us with more colleagues as needed. 

  

5.1.2.3 Finance Professional 

Anonymized per his / her request. Email correspondence over the course of several 

weeks in March and April. Since our interviewees at Tarkett were not able to provide 

concrete financial figures, we talked to a financial professional who advises businesses 

and the premiums of innovative business models. This person is an associate at a 

finance firm that analyses the valuation of businesses, and in particular calculates the 

valuations of different scenarios and new business models. While this person does not 

specialize in circularity, they have worked with businesses that use new sustainability 

models or businesses models (e.g. leasing models in general, or other eco-innovations 

that result in an uptake in customer retention). Our conversations yielded appropriate 

range of premiums to use as inputs in the scenarios we are modelling. This individual 
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also helped with cost and revenue analysis in the circular economy scenarios. While the 

models and assumptions are our own, they were fact checked against what this 

profession had seen in their experience looking at new business models. 

 

5.1.2.4 Head of Communication 

Anonymized per his / her request. One-hour call to talk about a potential interview for 

this thesis (could not commit to thesis time frame due to company problems regarding 

COVID-19). The company started working with circular business models years ago and 

is currently in the process of getting a cradle-to-cradle certificate.  

 

This person was included in the process for their transition to a circular business model 

from day one and was able to explain concrete production processes and aspects of 

positive impact. This interview helped with the understanding of cost savings through 

reusing materials which was explained through concrete examples. It was the plan to 

give further numerical insights into their measurements but due to COVID-19, the 

process of generating the cradle-to-cradle report for the company was delayed and not 

finished in time to be used in this thesis.  

 

5.1.2.5 Paul Holland - Co-Founder of the World’s First Plastic Neutrality 

Platform 

One-hour phone conversation in February. The interview provided background 

information on eco-innovations. He reaffirmed a major theme from our Tarkett contacts 

on the difficulties of measuring circularity.  

 

5.1.2.6 Integration of Qualitative Insights from our Interviews with the 

Accounting and Finance Data 

Interviews helped to deepen the financial analysis. Interviews at Tarkett form the 

backbone of analysis, but other interviews supplemented our knowledge. Information 

from interviews was used directly for inputs in the model for circular scenarios. They 

were also used to shape which circular scenarios made sense to model. For instance, 

Matthew talked extensively about the leasing model, and he also highlighted the low-

cost-no-additional-revenue model. The interviews also validated our assumptions where 
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required. The % increase and decrease in revenue and cost savings were made with the 

finance professional’s opinion to a certain extent. Of course, it is impossible to fully 

validate our assumptions, given the nascent nature of circularity, but they were fact-

checked to the extent they could. We see the blended use of qualitative and quantitative 

methods as original and unique in research.  

5.2 Limitations of Measuring Circular Business Models 

Life-cycle assessment is a good example for the difficulty of measuring processes 

throughout a company. In the “inventory analysis” (Weetman, 2016:381), everything is 

analyzed and captured. This “includes all resources (farmed or extracted) used along 

the entire life-cycle for the product or service. Transport and logistics between each stage 

is included in the scope; and both use and disposal at end-of-use should be considered” 

(Weetman, 2016:381). With all of this in mind, every stage for the material and the 

product itself needs to be measured to be able to evaluate the life-cycle of a product. For 

most companies, this has to happen multiple times as they have more than one product 

and are coming up with new products and services over time. Adams from Tarkett 

explained that they have “37 factories around the world and represented ourselves in 

more than 100 countries” (Adams, Interview, 2020) which is why it is highly difficult to 

measure every production process and transport. He also explained that it makes it even 

more difficult as the measurement is not only linked to resources but emissions as well.  

One further limitation is that Tarkett did not open up on the information they have 

regarding additional numbers on their use of resources and emissions. This would have 

helped to generate another option analyzed which is cost savings through circular 

economy approaches.  

For the discounted cash flow model (DCF), there are certain limitations which need to 

be mentioned as the reader needs to be aware of it. This model is based on the financials 

from Tarkett and assumptions we came up with from talking to experts from Tarkett. 

Nonetheless, the DCF model is supposed to be a tool which shows post-transition 

valuations for business models in a more general way and for Tarkett specifically. This 

is one clear limitation as this is not possible to do. With these numbers, it is possible to 

generate a broad speculation in which direction the valuation of a company could go but 
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on one hand, most companies do not have all the information which would be needed to 

calculate it correctly for them. On the other hand, it was not possible to receive more 

numbers from Tarkett than the public statement which limits the options as well.  

Certain numbers were also not available as Tarkett only introduced their first circular 

economy initiatives in 2007 (Adams, Interview, 2020 and most of it later. As carpets are 

used for a longer period of time, they don’t have enough data to know how their financials 

from these initiatives will develop (Adams, Interview, 2020). They also introduced a 

BuyBack business model which allows Tarkett to buy the floorings back to resell them. 

This is really interesting, but it comes with the same limitation. Tarkett also is dependent 

on the customer to notify them when they are interested in selling the product back to 

get a new flooring. This displays another problem: Tarkett does not know when there will 

be enough data on such a business model to be able to improve the financial evaluation. 

With this in mind, the financial model works with the assumption that a company is at a 

stage where business models already stabilized and data on financial developments is 

available.   

In the DCF, three different scenarios are shown and projected. A bigger corporation, as 

Tarkett is doing, would normally start with transitioning to circular business models one 

product and one business plant at a time. Still, the end goal is to become fully circular 

and this is what this model is showing. It assumes that changes are happening for the 

whole company and not just for a small number of products. For the renting and leasing 

scenario, this would mean that all products are working with one of the two business 

models.  

Adams also explained how the circularity development in their sports division was easy 

for certain products but really hard for others like “hybrid artificial grass” (Adams, 

Interview, 2020. As artificial and real grass was involved, the separation process is a 

challenge. The model does not account for single products which corporations can have 

trouble with. It works on the foundation of every product being circular in the scenario 

which is chosen at that point of time. This is not an unrealistic assumption as Tarkett is 

working on making all of their products circular, it is just a challenge with some of them.  

The model works with certain percentages like growth in percentage for individual 

business models and the increase in EBIT as a percentage of the revenue due to 
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BuyBack programs or cost savings. There are no numbers available which can give any 

specific indications on how high these percentages should be. This is where the 

assumptions come into play. From interviews with employees from Tarkett and 

knowledge from Broker reports, these assumptions were introduced as starting points.  

The sensitivity analysis in the end of this chapter is supposed to level these assumptions 

as it tests various scenarios to indicate the direction the value is developing. Criteria that 

are sensitized are different discount rates, leasing revenue as percentage of total 

revenue, renting revenue as percentage of total revenue, cost savings from programs, 

and cost savings from processes.  

“Especially because the massive development costs for research involved because no 

one has ever done it. And if you want to be the first one to do something, you need to 

put in the resources”. (Adams, Interview, 2020) 

And to mention it again at this stage: Our analysis observes the valuation post-transition, 

assuming a mature and scaled circular business model. We do not attempt to understand 

pre-transition research and development and other capital expenditure needed pre-

transition. This was done to avoid making assumptions on investment costs, as that 

would skew the analysis. Costs for research and development, changing logistic 

infrastructures, separation machinery, and other changes are not included. These 

changes are dependent on the industry, number of products, goals, original sustainability 

standards, and many other factors which cannot be factored in. 

In finance, the phrase “comparing apples and oranges” is used to illustrate a comparison 

of two things that cannot be compared. Common examples include comparing 

businesses at different time periods, different maturities, different industries. In order to 

conduct an apples-to-apples comparison, we have assumed that the circular scenarios 

we model have reached the same maturity and scales as the standalone scenario. 

5.3 Transitioning to a Circular Economy 

“And then, you need to have regardless of size of business, if it's small or large, you need 

to have this pioneer spirit and will to do it. And you need to have buy in from the very 

top.” (Interview, Adams, 2020).  
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The goal of this thesis is to find out more on the post-transition valuation of a company 

with circular business models. Nonetheless, the interviews included relevant insights on 

the transition itself. Especially Adams experienced the transition himself at Tarkett, while 

the second interviewee Ribbon was not part of the company at that point (Ribbon, 

Interview, 2020). Both emphasized that the vision has to start internally and the 

employees need to be on board as well as the management. He talked about the aspect 

of inspiration and fantasy within the management to believe in such a time- and resource-

intensive transition (Adams, Interview, 2020). It is often the case that employees are 

highly motivated to start a circular initiative and it is not about the education as they have 

the knowledge. But to create a strategy which can work, the willingness from the 

management needs to be there (Adams, Interview, 2020). 

“(...) because it's a journey, and it will never end. And you're sure you start the journey, 

of course, the closer you get to the end goal. But the end goal, I believe, is not there 

because it will always move, new things will happen.” (Adams, Interview, 2020) 

 

Especially the second part of this quote was relevant to him as not only companies, but 

many different organizations are working on gaining more knowledge on the circular 

economy. This will lead to new insights in the next years and decades which creates a 

never-ending transition. 

 

In her interview, Ribbon from Tarkett USA (2020) mentioned the aspect of technology 

first: “I would say the technology, the technology to, to deconstruct it and reuse products 

is really difficult” (p. 6). This goes hand-in-hand with what she said about internal 

challenges as it is important “to internally train people” (Ribbon, Interview, 2020) 

regarding circularity in general but also what it could specifically mean for their business 

and job description.  

 

Furthermore, she mentioned the aspect of logistics in terms of waste.  

 

It's also very difficult as far as suppliers to get them to want to take your quote on quote 

waste. Even though we use the materials, it's this kind of what application what can we 

do with it? And that's been a challenge. Because I do work with procurement, looking for 
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different partners to take different materials that we've brought back, we've broken it 

down, and they just don't want it.   

(Interview Ribbon, 2020, p. 6) 

 

This quote aims at one major aspect of circular businesses: Partnerships. Partnerships 

are highly relevant as many companies do not have the technological and chemical 

knowledge or the machinery to transition to a circular business model just by themselves 

(Weetman, 2016). This is also connected to companies handling the waste as in some 

countries, policies only allow certain specialized companies to do (Adams, Interview, 

2020). Partnerships are not only important but necessary. Companies like Tarkett, who 

are situated in many countries all over the planet, have the challenge that these policies 

are different in most countries, even within the European Union (Adams, Interview, 

2020). This shows how important partnerships are and what amount of resources need 

to go into it when transitioning to circular business models.  

5.4 Value Generation through Circular Economy 

This segment is not built into the model, but it is still a relevant aspect when analyzing 

the insights from the interviews. At this stage, Tarkett does not gain any financial value 

in terms of an increase in revenue from going circular. Nonetheless, they are aware of 

their responsibility due to the lack of resources and the high amount of resources which 

is needed for their products (Adams, Interview, 2020). Although, they assume that there 

will be financial value in the future (Adams, Interview, 2020), today their actions have 

another motivation which has an impact right now.  

“And on top of this, an important part of the whole circular vision, of course, is not only 

recycling or closing the loop, it also involves a lot of other things. One thing of course, is 

our CO2 footprint or the environmental part of it. So, anything needs to be produced on 

renewable energy? Limited use of water?” (Adams, Interview, 2020) 

It does not only matter in terms of cradle-to-cradle but Tarkett is thinking holistically about 

the topic of sustainability going further than just closing the loop but trying to mitigate 

emissions, water usage, and using renewable energy. This was the same message we 

received from one of our interviews outside of Tarkett (Anonymized, head of 
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Communication, Interview, 2020). It seemed essential that there was an internal interest 

in having a positive impact on the environment. This is a very small sample size but 

Tarkett also mentioned in both interviews that getting everyone on board is one the first 

steps which is highly relevant. For the companies we interviewed, this worked through 

motivation and knowledge about the current situation.  

But the value goes further. Tarkett does expect that the different business models such 

as leasing, renting, ReStart, and BuyBack will be financially successful in the future. 

Otherwise, they would not put this much effort into these projects as they are still a 

business which needs to make money (Adams, Interview, 2020). 

Saving costs can be another point of value due to various circumstances. As an example, 

recycled wood products can be lighter as they are already dried. When pricing products 

due to weight this gives the recycled product an advantage even when it has the same 

price tag (Anonymized, head of Communication, Interview, 2020). In general, installing 

systems to reuse water or saving energy can be impactful for the environment and save 

costs which helps the increase in EBIT as a percentage of the revenue.  

5.5 Financial Valuation Analysis - DCF Model for Linear and 

Circular Business Models 

In this section, our findings and the illustrative valuation are presented. The primary 

method we use to value the company is the discounted cash flow (DCF) model 

(tool used in finance / accounting industry; mentioned in literature review 2.8.4), which 

uses historical figures to project five years of cash flows into the future as well as into 

perpetuity, and then takes a sum of these cash flows to determine how much the 

company is worth. The cash flows are discounted to its value today using a WACC 

(weighted average cost of capital) discount factor. This discount factor takes into 

consideration that future projections of cash flows are riskier than cash flow today (this 

is explained more in the assumptions section below).  

 

5.5.1 Limitations of Discounted Cash Flow (DCF) Model  
Before we apply the DCF model, we reflect on the appropriateness of using this model 

in our analysis as well the limitations of this model.  
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5.5.1.1 History of Model:  

The DCF started being used prominently as a financial valuation tool in the late 1990s 

but had been around for hundreds of years before that. As accounting practices become 

more prominent in industries, and trends shifted to maximizing value for shareholders, 

the DCF is a great tool for calculating intrinsic valuation. Currently, in the finance industry 

it is a prevalent tool used to value companies. In our thesis, however, we cannot blindly 

accept the results of the tool. Below we question some of the DCF assumptions and 

reflect on the limitations.  

 

5.5.1.2 Assumptions of using the DCF Tool 

A clear limitation of the DCF tool is that it is based on the accurateness of the five years 

of projected cash flows. Since the model is based on historical figures, our projections 

will carry biases of their own. For instance, if the company shows a high growth rate in 

the last three years, the projections may also be inflated. Accordingly, small movements 

can be amplified in further years, since outer years are based on the previous years. The 

terminal value also introduces uncertainties. The terminal value accounts for the value 

of the company beyond the five-year forecast period. As noted, there are more 

uncertainties as the estimates go further out. To mitigate the uncertainties of projections, 

the discount rate in the DCF tool takes into account some of the riskiness of future cash 

flows. We must be mindful of the uncertainties of the projections. 

 

The next uncertainty is in the long-term growth rate (also known as terminal or perpetual 

growth rate). The terminal value assumes the business will grow at a set growth rate 

forever after the five years. The long-term growth rate is thus theoretical. It is the growth 

rate used to project all revenue growth into perpetuity past the five-year cash flows we 

project. Since, in reality, the company does not grow at this made up growth rate, we 

must also be aware of the effects of this assumption. A sensitivity analysis is conducted 

to see what the results look like at different terminal growth rates. 

 

The DCF heavily relies on the weighted average cost of capital. The problem with this 

assumption is that it is also theoretical and thus hard to validate in real life. The WACC 
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pertains to the riskiness of a company and is the theoretical returns given to debt and 

equity holders of the company to compensate for this risk. This number does not exist in 

real life, so we are not able to go to any firsthand sources to find this number. Instead, 

we rely on outside estimates of this figure from broker reports. This introduces a certain 

degree of uncertainty.  

 

To account for the uncertainties in our assumptions, we conduct a sensitivity analysis. 

By using a range of WACC and long-run growth rates, we are able to see how different 

figures would affect our results. This will be shown later in this section.  

 

5.5.1.3 Alternatives to the DCF Tool 

There are two main alternatives used for the same purpose of valuing a company. 

 

The ‘multiples method’ involves coming up with a multiple and then multiplying it by the 

appropriate metric to get the valuation. For instance, a popular multiple used in the 

industry is the Enterprise (EV)/EBITDA multiple. The EV/EBITDA is obtained by looking 

at these multiples for competitors and taking an average. We then multiple the 

EV/EBITDA by the company’s EBITDA figure to obtain the EV of the company.  

 

The multiples method has its own drawbacks. It is even more heavily reliant on 

assumptions than the DCF model. Thus, choosing the appropriate competitors to use to 

calculate the multiple is very important and open to potential errors. It also focuses on 

outside metrics (of its competitors) instead of focusing internally on the company’s cash 

flows. The positive of this method is that it is simple to use once the appropriate 

competitors are chosen compared to a complicated DCF model based on projections. 

 

Another commonly used method in the industry is the precedent transactions analysis. 

This method involves looking at what similar companies in the industry were bought at 

(this represents the Enterprise Value). From the precedent transactions, we look at the 

relevant multiples (for instance the EV/EBITDA) and multiple that precedent multiple by 

the appropriate company metric (for instance EBITDA of Tarkett) to get Tarkett’s 

valuation. There are also drawbacks to this model. Since this method uses past 
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transactions, they can be heavily biased by historical events. For instance, in the past, if 

the flooring industry experienced a boom, and companies in that space were bought at 

a premium, the EV for Tarkett would be unfairly inflated. In addition, the EV calculated 

from this method tends to give a higher valuation than other methods. That is because it 

does not necessarily take into account the intrinsic value of a company, but instead 

includes some sort of premium baked into the buying price of a company. Companies 

are usually sold at a higher price due to strategic reasons, or the ability to cut costs in 

achieving synergies. Synergies come from cutting overhead costs. Thus, buyers usually 

pay more than a company may be worth on its own.  

 

5.5.1.4 Why is the DCF better than Alternatives? 

The DCF provides a real valuation. In general, the DCF provides the most accurate 

“intrinsic” valuation of a company. The multiples method and precedent transactions 

analysis use external metrics outside of the company. The precedent transactions tend 

to return higher valuations than the other two methods. The multiples method can provide 

lower or higher valuation than the DCF. Usually the three methods are within a small 

range of each other. 

 

It is worth noting that these are three methods that are all commonly accepted in finance. 

The different valuations that these tools yield are telling. It shows that even commonly 

accepted tools contain their own biases. We cannot accept the DCF analysis at face 

value - we must be aware of the drawbacks of the model we use.  

 

5.5.1.5 Distribution of the Models 

In real life, the DCF model is also the most commonly used for the reasons mentioned 

above. In our case, of the five broker reports we use, four of them use the DCF method 

and one uses the multiple method to value the company. The precedent transactions 

analysis is used more in instances of mergers and acquisitions. Most investment banks 

show all three valuation models but emphasize the DCF the most.  

 

Overall, valuation is more an art than a science. The DCF is a powerful tool and 

advantageous to other alternatives, but they do have shortcomings. Although we 
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use the DCF tool in our analysis, we must keep the limitations of the tool at the 

forefront of our minds. 

5.6 Scope of Analysis:  

In order to quantify circular value premiums, we analyze three scenarios: (1) a 

standalone business; (2) business with increased revenues due to circularity; and (3) 

business with decreased costs due to circularity. 

 

[Working with circularity is an] “ongoing, positive, inspiring journey that never ends” 

Matthew, Global Account Director at Tarkett, interview on 11.3.20 

 

Figure 7: Scope of analysis 

 

Scope of the thesis: four business models and three scenarios 

 

---------------------------------------------------three scenarios------------------------------------------- 

Standalone scenario Increased revenue 

scenario 
Decreased cost scenario 

“Business as usual”; 

projections provided by 

brokers reports 

Increase revenue streams 

from leasing and renting 

circular business models 

(below); projections by 

researchers with input 

from interviews 

Decrease in costs from 

ReStart and BuyBack 

program and decrease in 

operating costs (below); 

projections by researchers 

with input from interviews 

 

 

----------------------------------------- four circular business models------------------------------- 

Increase in 

revenue from 

leasing 

Increase in 

revenue from 

one-time rental 

service 

Decrease in costs 

through Tarkett 

ReStart and 

BuyBack program 

Decrease in 

operational costs 
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A monthly or 

quarterly fee paid 

for access to a 

range of flooring 

solutions 

One-time rental of 

carpet or flooring 

solution for a short 

period of time. E.g. 

for school sports 

tournaments or 

other one-off big 

events 

Both programs 

work through the 

recovery, 

repurposing, and 

resale of flooring 

solutions 

Through using 

repurposed raw 

materials, there are 

lower costs 

stemming from 

more efficient 

energy 

consumption 

 

5.6.1 Additional Color on the Four Circular Business Models from 

Interviews: 

5.6.1.1 On Additional Revenues: 

During the interview on 11.3.20, Adams shared that Tarkett is rolling out a pilot leasing 

project in Europe “as we speak”. He revealed that this project would be confirmed and 

announced later this year in Europe. He also told us in the past that the leasing model is 

something Tarkett tried with their carpets and canceled a few years ago when they 

terminated an agreement with an external partner. He mentioned the hardships of getting 

a leasing model to work for a product that is “not complex”. For instance, he explained 

that leasing works better for other products, such as cars that need to get serviced during 

the product lifetime. Thus, there is more incentive for the consumer to lease the car and 

let the original seller of the product take care of hard maintenance. Adams also explained 

that from the company perspective, for Tarkett, the leasing model is more beneficial for 

guaranteeing that they get the raw materials back. It is not for financial motivation. He 

also emphasized that coming up with products that are circular and thus appropriate for 

the leasing model requires a large upfront capital expense. This is from research and 

development (R&D), and investment into specialized machinery. It is possible to share 

the financial burden by partnering along the supply chain. Despite the financial 

uncertainties of this model, Adams acknowledged that it “has to be there as part of the 

service offering”. Tarkett cannot afford to stay stagnant in eco-innovation. As for the 

business model, the product will be installed by Tarkett. There will be an agreement in 

place for around seven or eight years. There will be a monthly or quarterly fee from the 

customer. Tarkett will also be in charge of taking the product out at the end of the useful 
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lifetime. This is all included in the model Tarkett is looking at. This is extremely relevant 

information we would not have been able to get from public sources alone, as this is 

confidential.  

 

While we talked in length about the leasing model, as it is part of Tarkett’s planned 

offering in the future, we also asked Adams about the renting business model. In his 

perspective, there is “not a big difference with leasing and renting from a circular point 

of view”. For the company, they have to ensure the product is circular and can be 

disassembled in a particular zero-waste way. They then need to organize the 

maintenance and upkeep, most likely through a third-party company to check and fix 

defects. We talked to a finance professional on the renting model. He said “the idea with 

renting out products instead of traditional sales is that by renting them out a couple times 

you can make just as much or more than the traditional sale. So, it depends on how 

many times you can rent it out”. “If the product is durable, and you can rent it out 1000 

times then you can charge lower prices. If not, then you need to charge a third or more 

of the sale price to make it worth your while.” For a company like Tarkett, we envision 

the renting scenario to look like the first option, where the product is fairly durable 

(compared to a delicate dress), so the company can charge lower prices and rent out 

many times. The finance professional, who asked for anonymity, also said there may be 

sales values of previously rented products. Although the potential for the rental market 

is large, for the purpose of our valuation we will use conservative assumptions to not 

oversell the valuation. The costs would include maintenance and cleaning every time the 

customer returns it.  

 

5.6.1.2 On Cost Savings: 

Repurposed materials: There are two differences in cost accounting due to circularity. 

The first is the ability to take back materials. From research online, we were able to find 

information on the ReStart program, which takes back products from consumers, both 

Tarkett and other competitors’ products, to be re-used for new production. In addition, 

from talking to Adams we also learned that Tarkett has a BuyBack program, which 

negotiates with businesses on buying back the flooring solutions at the end of the life 

cycle. Since, the BuyBack program is also negotiated upfront, it is not something that 
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has to be advertised as much online, and we would not have known about the importance 

of this program if we hadn’t talked to someone who works at the company.  

 

In terms of financial savings from these circular programs, there is unfortunately very 

little cost savings. This is especially true, as the financial benefits of reusing materials 

will not make themselves apparent in the short-term, as consumers will use the products 

for 7-8 years, and the company will not be able to reap the benefits in the meanwhile. In 

addition to the time lag in benefits, the benefits are small. From our conversations with 

Matthew Adams from Tarkett (11.3.20), and a head of communication from a German 

wood product company, there is cost parity between repurposed and virgin material. This 

was a surprise to us, as we expected repurposed materials to cost less. However, the 

reality is that virgin material remains cheap because of competitive pricing wars, and 

how the current economy is organized, where extracting virgin materials is cheap. This 

may change in the future if higher taxes or tariffs are imposed upon companies to 

dissuade them from ruining the environment by extracting virgin materials. Lastly, there 

is a small transportation cost to reclaiming materials. However, this is minimal from 

talking to our contacts during interviews. Given the information gathered during 

interviews, we have chosen in our model to increase a very small cost saving of 0.05% 

to account for the minimum, if any, cost savings from using repurposed materials. 
  
Energy use: 
There are higher cost savings from using repurposed materials. The German contact 

from a circular wood product company illustrated a comparison of buying virgin or 

recycled wood material. In the process of drying wood chips, they use X amount of 

kilowatt hours of energy for virgin material. “Recycled wood is already dry and therefore 

the X amount of energy use is saved (Anonymized, head of Communication, Interview, 

2020.” In addition, payment for the material is based on weight. The amount of water is 

higher in the virgin material. Therefore, the drier recycled wood has the same weight and 

is therefore cheaper. Unfortunately, as they are early in the process of transitioning 

to circularity, they could not provide hard numbers and only talked illustratively. 

Despite it being difficult to quantify, he was clear that he expects cost savings from 

operational costs. There are also cost savings from transporting more concentrated 

products compared to the wetter virgin materials. The lower water composition, more 
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efficient weight distribution, and energy saving translate to cost saving aspects 

of the circularity model. 

 

To summarize, the table below shows the key financial levels associated with each 

circular business model. 

 

Figure 8: Overview of key select financial levers associated with circular business 

model 

 

Business model Key levers 

Leasing Revenue considerations: Length of leasing period 
Cost: costs associated with the product, transportation, 

installation, and deconstruction cost 

Rental Revenue: number of rentals, sale of previously rented 

products at lower price 
Cost: maintenance and cleaning cost of product, 

transportation  

ReStart & BuyBack programs Cost of raw material negotiated with client, recommerce price 

Cost savings associated with 

recommerce 
Cost savings in energy use, lower water consumption, better 

transportation logistics and costs 

 

Each of the models has the potential to disrupt the traditional way of business. The 

benefits, however, are not guaranteed. As Adams and literature highlight, there are 

corresponding costs of changing the status quo. The benefits of circularity must be 

carefully balanced with costs to design a sustainable and self-sustaining business 

model.  
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5.7 Standalone (SA) Scenario: How a Linear Business Model is 

Valued  

To enable a comparative valuation of circular business models against a more linear 

business model, we establish a standalone scenario to represent the linear model. This 

is referred to as the standalone scenario. In the standalone scenario, we value the 

company using the standard DCF model, as if the business were linear, without 

adjusting for circularity. Some assumptions and the full model are shown below.  

 

A note on the colors used in the model:  
Green shows that it is pulled from another sheet in the excel model, usually from broker 

reports. Blue shows it is hardcoded, and the source is noted. For our model most of the 

blue figures are company historical figures sourced from past company annual financial 

statements, unless otherwise noted. The black figures are calculated using a formula 

and thus not in blue or green.  

 

We now present the financial model. 

 

Figure 9: Standalone model core assumptions  
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Figure 10: Full standalone DCF model 
Numbers in millions of EUR 

 

 
 

5.7.1 Assumptions in Building the Model: 

 

a. Projections of SA Revenue and EBIT (shown in figure 10 above in green): 
When projecting future revenue, we took an average of the projections contained in five 

broker reports. Taking the average avoids choosing particularly aggressive or 

conservative estimates. In the case of this company, all five brokers projections are 

similar to each other, further enforcing the validity of these projections (figure 11 below). 

For the revenue growth into perpetuity (or revenue growth beyond the five years of 

projections), a growth rate of 2.1% was chosen. This figure was also an average of 

available figures from estimates taken from broker reports. Since the broker estimates 

range from 2.0% to 2.3% (figure 12), the average figure of 2.1% is in line with consensus. 

Jefferies (2020) explains their projected perpetual growth rate is in line with the long-run 

inflation rate, as well as the rate common in that industry peer group. They elaborate that 

the growth rate is also in line with GDP growth in key regions (Jefferies, 2020). 

 

EBIT (operating profit) is also projected using an average of broker estimates. It is 

interesting to note brokers are estimating EBIT to go up in 2020-2022, and then down in 

2023-2024. 
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Figure 11: ‘Broker consensus analysis’ for future revenue projections 

 

 
 

Jefferies only projects 3 years of revenue (greyed out where figures unavailable), 

whereas Societe Generale projects five years of revenue. It is important to analyse if 

Societe Generale’s figures are reliable, since they are the only broker report, we have 

access to that provide figures in the outer years. Since they are in line with other broker 

reported figures in the earlier years, we use them in our projections. However, this is a 

limitation in using broker reports. We use our judgement in weighing the benefits of 

having a 5-year DCF (we need at least 5 years of projections to form an accurate idea 

of the company cash flows) vs. having only one data source for the outer years.  
 

Figure 12: ‘Broker consensus analysis’ for terminal revenue growth rate 

 

 
Four of the five broker reports we analyze use the DCF method to value Tarkett, and 

thus have perpetual revenue growth rates. Exane uses another form of valuation, which 

does not use the revenue growth rate. It is worth noting the DCF is the most commonly 
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accepted and preferred method of valuation. It is made even more evident by the fact 

that the majority of broker reports we have access to use this method. Of the four broker 

reports that project the perpetual growth rate, three are completely in-line with each 

other, whereas Jefferies is slightly higher. Accordingly, the average we use in the end, 

2.1%, is a justifiable assumption. 

 

Figure 13: ‘Broker consensus analysis’ for EBIT projections 

 

 
EBIT projections from broker reports are also fairly in-line with each other. Thus, there 

was no need to eliminate any broker projections for the purpose of our analysis. As 

above, EXANE does not provide EBIT projections, as they use a different valuation 

model. Societe Generale projects the furthest out. It is important to note that they project 

the EBIT going up from years 2019-2022, and then down again from 2023-2024. This is 

hard to validate against other broker projections, as the other broker reports do show 

their projections out that far. Jefferies projects into 2023, however their trend is reversed, 

and they project EBIT going up that year in contrast to Societe Generale. We must make 

the most informed decision we can with the data we have available. From looking at 

Societe Generale’s report, their analysis is very in-depth. For instance, they segment 

their projections into overall group, EMEA, North America, CIS, APAC & LatAm, and 

Sports. Given that Societe Generale is a reputable source, and that their report shows 

an in-depth knowledge about Tarkett, we use their EBIT numbers in the outer years 

without adjustments. However, it is important to discern the limitations that come with 

using only one broker report in the future years.  

 

b. Valuation date: for each scenario, we assume that the company is valued on April 14, 

2020 and that each of the scenarios are mature (not at its implementation but post-
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transition). Since the company is valued on April 14, 2020, the future cash flows must be 

discounted back to money value on that date. For this, we chose a Weighted Average 

Cost of Capital (WACC) to discount future earnings to today. This is done in an DCF 

model because of uncertainties of future cash flow. For instance, our model shows 

revenue of 3,368M Euros five years from now in 2024. However, this is not certain. We 

use 8.4% as WACC to account for uncertainties of future cash flow to bring back how 

much 3,368M Euros is worth to investors today. The WACC of 8.4% used in our model 

is the average of broker WACCs (figure 14), which range from 6.8% to 9.8%. Jefferies, 

which uses a WACC of 8.4% in line with consensus, writes that their WACC reflects a 

risk-free rate and equity market premium in line with sector peers (Jefferies, 2020). 

However, their equity beta is higher than sector peers, as they believe Tarkett’s business 

has higher risk than peers due to exposure to slower markets (Jefferies, 2020). We 

believe 8.4% is a reasonable discount rate.  

 

Figure 14: ‘Broker consensus analysis’ for Weighted Average Cost of Capital 

(WACC) 

 

 

Broker WACC rates range from 6.8% to 9.8%. While this is a larger range than other 

figures we looked at so far, we are comfortable the figures on each end are not 

extremities, and thus include them in our average calculation. Since there is a bigger 

range, however, we do conduct a sensitivity analysis by flexing the WACC figure towards 

the end of this section (section 5.11; figure 28). Changing the WACC +/- 1.0% only 

affected the valuation by -18% and 29% (section 5.11), thus does not drastically alter 

our results.  
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C. Other projections: 
 

Accounting line items, such as depreciation and amortization (D&A), capital expenditure 

(capex), and net working capital (NWC), which are used in the valuation, are calculated 

as a % of revenue from 2018, and then that % was held constant for future projections. 

These figures are also fact-checked to make sure they are reasonable for the flooring 

industry Tarkett operates in.  

 

For instance, the D&A as a % of revenue that we use is 4.3%. For asset heavy industries, 

a higher level of D&A is expected relative to sales, while asset light industries have lower 

%. The range is usually 2%-7% (GMT Research, n.d.). For a company such as Tarkett, 

4.3% is reasonable. The capex as a % of revenue is also within the norm (we use 4.5% 

compared to 4.85% for the home furnishings industry) (Stern, 2020). The NWC % of 

sales of 0.4% we use is low, but this is expected since Tarkett does not require high 

capital to generate sales (WSO, 2012). Additionally, the company has historically had 

NWC % of 0%-1% over the last five years, so we are satisfied with our figure.  

 

Summing the projected cash flows amounted to a standalone linear valuation of  
1,469M euros for Tarkett. This is the standalone valuation we will use to compare 

against the two circular scenarios. 

 

Figure 15: Enterprise value of standalone scenario 
Number in millions of EUR 

 
 

5.7.2 Fact-Checking Reasonableness of our Model 
There are several fact-checks we conducted to ascertain if our standalone valuation is 

reasonable. Firstly, we check the terminal value. This is the EUR1,107.6M in the bottom 

right of figure 10, which is under the exit column in the discounted CF row of our model. 

The terminal value is 75% of the total enterprise value, which is appropriate according 

to financial norms for a 5-year DCF (Macabacus, n.d.). Secondly, our per share valuation 
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was compared to the average of broker reports. Our valuation is 46% higher than 

consensus by broker reports. It makes sense broker reports would be more conservative 

in their estimates. After conducting fact-checks, we are satisfied our standalone scenario 

results are reasonable.  

5.8 Scenario 2: Additional Revenue from Leasing & Renting 

Circular Model  

5.8.1 Context of Leasing Model 
“Subscriptions models have already been adopted across a range of geographies and 

segments at reasonable scale” (Future of Circularity in Fashion Report, 2019:25) 

 

Leasing as a circular model is not new. Architect and key circular economy thinker Walter 

Stahel coined the term “performance economy” in the 1970s, which re-envisions 

products as assets in order to engage with consumers as users (EMF, 2019). Most 

notably in the home, Phillips introduced a product-as-a-service model for their lighting 

solutions, allowing consumers to lease lighting solutions instead of paying to own the 

products. Phillips takes care of the maintenance costs. As Adams from Tarkett 

mentioned, leasing works well in industries where the product is expensive or has a 

servicing element.  

 

According to the Goldman Sachs Global Investment Research team, millennials care 

about “access, not ownership” (Goldman Sachs, 2016). Millennials are “turning to a new 

set of services that provide access to products without the burdens of ownership”. The 

growth of this segment of consumers contributes to growing consumer demand for 

subscription models. In the fashion industry, subscription models have grown over 100% 

in the past five years (Future of Circularity in Fashion Report, 2019:25). While 

comparative figures are hard to find for the furniture industry, it is clear the higher 

acceptance of the leasing model will spillover to other industries going forward.  

 

5.8.2 Interview Insight 
Adams at Tarkett shared that the company plans to launch a leasing pilot program in 

Europe this year (interview dated 11.3.20). We see Tarkett being able to use the pilot 
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program in the following way: leasing for offices - ability to take back products and reuse 

materials, as Adams mentioned as the main value proposition for Tarkett. 

 

5.8.3 Context of Rental Model 
Compared to the leasing model, the rental model seems to be less on the mind of Tarkett 

as a circular model. This is in line with the consumer and company trends, as rental 

makes up a small % of revenue for companies. A 2019 Accenture study found that only 

4% of consumers used rental in the past year (Future of Circularity in Fashion Report, 

2019:18). However, we believe rental is an innovative model that has the power to disrupt 

the industry as CE becomes more prominent. Rental is important to consider for the 

following reasons: 

 

Attractive financial metrics: From talking to one financial analyst (interview dated 

14.4.20), the economic considerations of a rental model are attractive. A fairly durable 

product like flooring solutions may be rented again and again with minimal maintenance 

costs and no additional COGS.  

 

Wasted capacity: There are many events where renting makes sense over buying. For 

instance, schools who host other schools for one big sports event on a rotational basis. 

It does not make sense to buy large sports flooring solutions for events that happen 

infrequently. There is also opportunity to target tenants in rental properties who are 

contractually obliged to use carpet or other flooring. This is the case in San Francisco, 

where there is high turnover of tenants, and many contracts have a clause requiring the 

tenant to use carpets covering a certain % of the floor. Replacing flooring after damage 

or tailoring carpet to individual spaces is expensive for short-term tenants in the 

apartment rental market. Thus, in these markets the rental model makes sense.  

 

Ability to sell at the end of the product rental period: From one finance profession 

we talked to (email dated 14.4.20), rental models are attractive because they offer the 

chance to sell the product at the end of the rental period. Similar to how cars or other 

machinery can be sold for a heavily depreciation salvage value at the end of their life (for 

parts), Tarkett’s products may also be sold at the end of the rental period back to the 

consumer for a salvage amount. This provides an additional revenue stream for Tarkett 
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and provides a value proposition for consumers who are looking to buy used products 

cheaper. 

 

Clear opportunity: Rental models provide consumers greater access to choose, 

changing trends, and sustainable impact. Researchers found that 47% of millennials 

(Harpers Bazaar, 2018) would use rental models. There is a clear trend for companies 

to introduce rental as an eco-innovation model.  

 

Figure 16: Visuals of additional revenue circular model 

 
 

5.8.4 Assumptions and Drivers of Leasing and Renting Model 
Figure 17: Leasing and renting core assumptions 

 
 

5.8.4.1 Revenue Assumptions: 

We assume additional revenue from the leasing model is 3% of the standalone revenue. 

We assume additional revenue from the rental model is 2% of the standalone revenue. 
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The finance professional we interviewed said from the businesses he has analyzed, 

renting out products can yield “just as much or more than the traditional sale” (15.4.20). 

However, to come up with a reasonable figure of the additional revenue stream, we also 

considered how we evaluate Tarkett being able to launch and scale their pilot program. 

First, Tarkett is likely to pilot the leasing model across 1-2 products, and scale in the 

long-term depending on the success. Success depends on willingness of customers to 

adopt this new business model and also the limitation of how fast Tarkett can develop 

the R&D and acquire machinery to make fully circular products. Due to the 

encumbersome task, we have conservatively assumed 5% additional revenue from 

leasing and rental, assigning a higher portion to leasing (3% leasing; 2% rental), due to 

Tarkett’s immediate focus being on leasing for the foreseeable future.  

 

5.8.4.2 Cost Assumptions: 

Next, the finance professional and Adams both mention the costs of this model. The 

costs we are concerned with modeling are maintenance, cleaning, transporting, installing 

and removing the flooring solution. For this, we estimate it as 1% of additional revenue. 

This is a ballpark figure as the company was not able to provide exact figures due to the 

novelty and not knowing the exact business model yet. We assume the operating costs 

of 1% of additional revenue associated with CE business model are accepted by the 

company and not passed along to partners along the supply chain.  

 

With these assumptions, we illustrate how additional circular revenue streams affect the 

financial valuation. 

 

 

 

 

 

 

 

 

 



 88 

Figure 18: Scenario 2: DCF model of additional revenue from leasing and rental 
Numbers in millions of EUR  

 

As the above figure shows, an additional 3% of SA revenue attributable to leasing is 

shown in line 2. In line 3, an additional 2% of SA revenue attributable to the rental model 

is shown. The total revenue (line 4) has increased from the standalone model due to 

additional revenue streams from the leasing and rental circularity model. 

 

On the operating profit side (EBIT), an increase in EBIT due to leasing and rental are 

shown in lines 6 and 7. This is calculated by taking the standalone operating profit margin 

(EBIT/Revenue) and multiplying that by the additional revenue stream to get the profit 

contribution for that model. For instance, in 2020 we take the profit margin of 

132.5/3,082.5 = 4%. We then multiple the 4% with EUR 92.5M of revenue from leasing. 

This results in EUR4M profits from the leasing model. A similar calculation is carried out 

for the rental model and for years 2020-2024. Then costs of 1% of additional revenue is 

taken out (due to maintenance, transport, installation and removal), illustrated in line 8.  

 

Summing the projected cash flows in the leasing/rental scenario amounted to a 

circular valuation of EUR 1,525M for Tarkett. This is a 3.8% increase on the 

standalone valuation we calculated earlier.  
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Figure 19: Enterprise value of the additional revenue circular scenario 
Numbers in millions of EUR 

 

 
 

5.8.5 Financial Viability of Leasing/Rental Business Model 
The leasing and rental circular models represent a financially viable option, albeit 

small increase in valuation. The size of the opportunity is dependent on price point, 

durability of the product, and how many times retailers can make a sale / product. The 

opportunity also diminishes due to operational costs associated with transportation, 

maintenance, and removal. Additional revenue and costs are incurred multiple 

times per product. There is a delicate balance of valuing additional revenue against the 

additional costs. There are also non-financial factors to consider. The multiple 

touchpoints and access to the customer is a clear benefit. Conversely, the difficulty in 

transitioning to a new model is a challenge. In the model we have been conservative 

with our assumptions for additional revenue, and the increase in valuation of 3.8% 

is a fairly small number to motivate retailers to shift business models on their own. 

There must be other considerations, such as the knowledge that it is the right thing to 

do, that drive innovation. 
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5.8.6 Sensitizing the Additional Revenue Circular Scenario: 
Figure 20: Enterprise value of leasing and rental revenue model vs. standalone 

model 
Numbers in millions of EUR 

 

The graph above shows the enterprise value of Tarkett’s standalone business (the 

orange bar) compared with the enterprise value of Tarkett with additional revenues from 

leasing and rental (the blue bars). We show the base, downside, and upside cases of 

the leasing / rental model. The upside case assumes that additional revenue from leasing 

is 3.5% and rental is 2.5%. The downside case assumes that additional leasing revenue 

is 2.5% and additional rental model is 1.5%. The base case assumes 3% and 2% 

additional revenue for leasing and rental respectively. The up and downside cases are 

also shown to illustrate a range of possibilities. The downside case, if additional revenues 

are not as high as we molded in our base case (perhaps due to lower customer adoption 

of the model, or bottleneck in production capacity), shows an additional 3% value 

premium to enterprise value. Alternatively, the upside case, if demand takes off with 

customers, calculates 4.5% additional value to the enterprise value. Our base case 

scenario is 3.8% extra quantifiable value coming from circularity of the leasing and rental 

business models.  



 91 

5.9 Scenario 3: Lower Costs from ReStart & BuyBack Programs 

and Lower Operating Costs of Circular Model 

The re-commerce model differs from the previous leasing / rental circular because there 

are no additional revenue streams and instead focuses on lower costs in the mature 

stage of the model. 

 

According to Adams, Tarkett is in the early stages of implementing the re-commerce 

model, and they are experiencing more of a cost burden at this stage. “We are lucky if it 

is cost neutral at this stage. There are zero financial revenue streams” (interview dated 

11.3.20). We, however, base our analysis on the maturity stage once circularity has been 

fully implemented so costs flatten out. 

 

5.9.1 Context of ReStart & BuyBack (Re-commerce) Model 
Recommerce, the reuse of materials from existing products into new products, is already 

established at Tarkett through their two programs, the ReStart and BuyBack model. 

From their website, the ReStart model has been around in the company since 2010 and 

their circular products even earlier. In 2018, 3,000 tonnes of installation waste was 

collected through the ReStart program (Tarkett 1, 2020). Adams, however, provided 

some insight on the journey. When they first introduced circularity, it was a completely 

different retail environment. “Five years ago, everyone wanted sustainable products but 

were not willing to pay 1c more. Today, we are seeing change and companies are willing 

to pay a premium to get the right products on the market” (interview dated 11.3.20). 

However, the environment is still nascent, and the cost structures are not mature enough 

to make sense yet. “Cost of materials can end up being more expensive than virgin”. 

“There is no huge financial benefit. There is a huge research cost. No one has done it”. 

Even today, Tarkett does not “get enough materials back now”. They have the 

infrastructure to get products back, and they are waiting on consumers to catch up. There 

is also a time lag of 7-8 years to get the product back, so it is hard to measure return on 

investment currently. Adams is “not even 100% sure there will be benefits for sure 10 

years from now. Financially definitely no benefits for now.” Given the context of the re-
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commerce circular model now, we want to value the business as if it were in its maturity 

to analyse what the financial valuation looks like.  

 

5.9.2 Interview Insight 
For bigger corporate clients, the BuyBack model is a potentially lucrative option which 

adds value to the portfolio of Tarkett (Interview, Adams, 2020). With Tarkett supplying 

the flooring, they already have buyback agreements on price in place from the beginning. 

The customers approach Tarkett when they are finished with their flooring solution (could 

be 4-20 years). One aspect which makes it tough to account for regularity is the 

temporary aspect. It is not clear and not stated in the contract if a company wants to 

change the flooring after 4 or 15 years which is one reason why they don’t have any 

financials on this matter (Interview, Adams, 2020). The business model is still young, 

and they did not get many floorings back to-date. Adams believes “if people use their 

carpets for 10 years, a lot more will happen 7 years from now” (Interview Adams, 2020). 

One relevant point to mention though is that putting the buyback price in the contract 

from the beginning shows the external company that there is a lot of value in giving the 

carpet back (Interview, Adams, 2020). As a limitation, he mentions that the BuyBack 

program only makes sense for products which are 100 percent recyclable. If that is not 

the case, the handling of the product after getting back is too expensive and makes no 

sense financially.  
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Figure 21: Visuals of recommerce model 

 

 

5.9.3 Figuring out the Loop -- Loops vs Linear  
The diagram shows a closed loop cycle. By taking into account material flows, it is also 

easier to conduct MFA through assigning positive and negative values to each of the 

cost items and minimise the waste disposal cost. 

 

5.9.4 Assumptions and Drivers of Recommerce Model 

Figure 22: Recommerce core assumptions 

 

 
 

5.9.4.1 Material Cost Savings due to the BuyBack and ReStart Program 

We are assuming that the material cost savings translates to a 0.05% increase in 

operating profit as a % of revenue. This figure is so low because Adams and other 

interviewees said reused material is almost the same price as virgin material. Later, we 
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will also illustrate a downside and upside case, where the material cost savings are 

negative (virgin material is cheaper) all the way to where reused material is significantly 

cheaper than virgin (perhaps in the future, if regulation passes laws in favor of reusing 

materials). 

 

5.9.4.2 Other Cost Savings 

In this scenario, we assume lower costs (savings in energy use, lower water 

consumption, more efficient transportation due to higher concentration of materials per 

weight). We modeled this as 0.25% increase in EBIT as a % of revenue, as the cost 

savings are also uncertain from talking to interviewees (due to the time frame of getting 

products back). We also analyze downside and upside cases to provide a robust 

analysis.  

 

Figure 23: Scenario 3: DCF model of lower costs from circular programs 
Numbers in millions of EUR 

 
 

Compared to the previous scenario, we are focused on modelling how lower costs can 

affect the valuation of a circular business compared to a more linear business. Lines 9 

and 10 illustrate the cost savings in the above figure. Due to cost savings, the operating 

profit is higher. Assumptions for other line items (e.g. tax rate, D&A rate, etc.) are kept 

constant as the other scenarios.  
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By flowing the cost savings through the DCF model, we calculate a circular low-cost 

valuation of EUR 1,576M. The low-cost circular scenario provides a 7.3% increase 

on the standalone valuation of the more linear business model. 

Figure 24: Enterprise value of the lower cost circular scenario 

Numbers in millions of EUR 

 

 

5.9.5 Financial Viability of Lower Cost Circular Business Model 

The findings show that there is potential for greater valuational increase from the cost 

saving scenario. The cost savings scenario offers a 7.3% increase compared to the 

additional revenue model of 3.8%. This has important implications, as it shows greater 

financial viability in the long run of focusing on lowering costs. Even small % decreases 

in cost have a big impact on the valuation.  

Even if companies like Tarkett believe it is really hard to view models as cost saving 

(“right now it is more of a cost than a benefit for us” - Adams, 2020), in the long-run 

implementing these models achieve the greatest returns financially compared to other 

forms of the circular business model.  

The findings are a starting point. In the mature life cycle of circular models, where we 

anticipate costs of virgin materials being more expensive than now, the CE model will 

become more and more attractive.  
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5.9.6 Sensitizing the Lower-Cost Circular Scenario: 
Figure 25: Enterprise value of lower cost circular model vs. standalone model 
Numbers in millions of EUR 

 

Compared to the standalone scenario (orange bar), the base low-cost case shows a 

7.3% increase in valuation provided by circularity. The base case assumes 0.25% 

decrease in operational costs, and 0.05% cost savings on material compared to using 

virgin material. However, our interviewees provided insight that it is very difficult to 

calculate exact cost fluctuations of circulation. This is why sensitizing our results in this 

scenario is very important. We provide both downside and upside cases. 

Downside case: Even assuming no cost savings for material, and only 0.2% operating 

cost savings, the downside case still shows a 4.9% increase to the standalone scenario. 

This shows that compared to the additional revenue scenario, the downside of the 

cost saving scenario still provides greater value. This case is important to note, as 

the interviewers mentioned that virgin and repurposed material cost is basically at parity. 

Note in the separate sensitivity section (section 5.11), we will also illustrate cases where 

virgin material is cheaper than reusing material, as Adams said this could be a possibility. 

Upside case: assuming 0.1% cost savings on raw materials, and 0.3% cost savings from 

the process, we have a 9.7% increase in valuation for the company. This is significant, 

which shows that if cost savings become easier to achieve in the future, circularity 
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holds great potential for companies. Cost savings could become a reality if 

governments pass laws, for example, imposing a higher tax on extracting virgin materials 

as opposed to using ocean waste, closing the material loop from existing products, etc.  

5.10 Financial Viability of Circular Business Scenarios 

The conclusions from qualitative interviews was that circular business models are not 

currently financially beneficial (“lucky if it is breakeven” - Adams, 11.3.20). This is due to 

high costs of implementing R&D and the need to change the product to be circular. It is 

hard to analyze CE in the short-term, since products take 7-8 years to return to the 

company to close the loop. However, by analyzing the long-term financial viability of 

mature circular models, we observe that each of the circular business models 

examined are net positive for valuation.  

 

Figure 26: Enterprise value (or intrinsic value) of three scenarios 

Numbers in millions of EUR 
 

 

The lower cost scenario offers a larger value premium, with a potential of 7.3% higher 

valuation, compared to the additional revenue scenario, 3.8% above the standalone 

valuation. Even when we are conservative in our estimates for cost savings, it is a 

financially attractive option in the long run.  
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5.10.1 Valuation by Circular Business Model: 
Figure 27: Enterprise value by circular business model 
Numbers in millions of EUR 

 
 

Valuing Tarkett as is currently yields a valuation of EUR 1,469M. Modelling additional 

revenue streams through leasing and renting models yields a valuation of EUR 1,525M, 

and modelling a lower cost scenario through cost cutting circularity programs yields a 

higher valuation of EUR 1,576M. The implications are that focusing on lowering costs is 

extremely beneficial for companies wanting to transition to a more circular business 

model.  

5.11 Sensitivity Analysis 

To test the robustness of our results, a sensitivity analysis was conducted to understand 

how flexing our assumptions would impact the results on valuation. The results of the 

sensitivity analysis show that changing our assumptions would not alter the conclusions 

drastically.  

 

In this section we analyze how changing the assumptions in each scenario affect the 

valuation. We then analyze how the sensitized results compared against each other, and 
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how they do not alter the conclusion that the cost-saving model (scenario 3) seems to 

be a better valuation than the additional revenue model (scenario 2). 
 

Figure 28: Sensitivity table of core assumptions in the standalone model (scenario 

1) 
Numbers in millions of EUR 

 

 
 

For the standalone scenario, it does not take into account circularity business models. It 

is still important to sensitize our assumptions to make sure we are comfortable with our 

SA valuation as a strong comparison to the circular scenarios.  

 

As mentioned in the limitations of the DCF tool (section 5.5), the two assumptions we 

will flex for the standalone scenario are the discount rate and terminal growth rate. As 

the yellow highlighted number shows, the EUR 1,469M valuation was a result of using 

8.4% as the WACC and 2.08% as the long-run growth rate of the company. Both figures 

were calculated by taking the consensus from brokers. As a reminder, the brokers 

projections were in-line with each other (figure 12 & 14). Since there were no extremities, 

we are comfortable using their average in our projections.  

 

For our sensitivity analysis, we will show the results if we had used a terminal growth 

rate of 2.08% +/- 0.5% and WACC of 8.4% +/-1%. For the long run growth rate, using a 

range of +/- 0.5% in steps of 0.25% each is adequate, since the long-run growth rate is 
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unlikely to be outside of that range. This is because the long-run growth rate usually 

follows the inflation rate, which is steady around 2% (Mislinski, 2020). For the WACC 

rate, it was appropriate to take a larger range, as the risk factors can influence individual 

company specific WACC rates. Using the downside of our assumptions, we get a 

standalone valuation of EUR 1,205M. This means, if we had conducted the same DCF 

analysis and changed only the WACC rate to 9.4% (riskier business so higher discount 

rate) and growth rate to 1.58% (the lower range of long-term growth rate), we would get 

a 18% decrease in standalone valuation. Conversely, the upside case valuation is EUR 

1,897M. Under the upside case, if we assume the business is more stable than our base 

projections and use a correspondingly lower WACC and higher long-term growth rate, 

we get a 29% higher standalone valuation. 

 

Overall, by using different assumptions within reason, our valuation would change by up 

to 18% less or 29% higher. It is important to show the range in valuations, as valuation 

is more an art than a science. There is a range of considerations to take into account. 

 

We now present the sensitivity analysis for the circular scenarios. 

 

Figure 29: Sensitivity table of core assumptions in the additional circular revenue 

model (scenario 2) 

 

 
 

In scenario 2, our core assumptions are the % of increase in revenue we would get from 

the two circular rent and leasing models. In the additional revenue model, we are also 

making assumptions about when the revenue increases would come into effect. We 

assume additional revenue from year 2021 for modeling purposes, however, as the 
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timing can be shifted by a year or later, it is very important to have an ability to flex the 

assumptions. Although we do not consider the time effect (do not model revenue coming 

at different years), we focus instead on flexing against the % of increase in revenue, as 

that will make a bigger impact on valuation.  

 

In the base case scenario, shown in yellow above, we use 2% increase from rent and 

3% increase in revenue from leasing. This yields a 3.8% increase in valuation overall.  

 

In the downside case, shown in red above, we use a 2.5% increase in the leasing 

assumption and a 1.5% increase in rent assumption (lower than 3% and 2% used 

respectively in the base case). In the downside case, circularity improves the valuation 

by 3.0%. 

 

In the upside case, shown in green above, the rent assumption is 2.5% and leasing 

assumption is modelled at 3.5%. Circularity improves the valuation by 4.5% in our upside 

case.  

 

We flex our assumptions by +/- 0.5% for both leasing and rental CE models. We believe 

this is an appropriate range to highlight the changes to valuation, but we could also have 

shown a more drastic range if we had wished.  

 

Figure 30: Sensitivity table of core assumptions in the lower cost model (scenario 

3) 
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In scenario 3, our core assumptions we will flex are the % of cost savings from the 

programs (cheaper materials) against the % of cost savings from the process 

(operational costs). This sensitivity analysis is particularly important, as our interviewees 

were very uncertain about cost savings from materials.  

 

In the base case scenario, shown in yellow above, a 0.25% increase in operating profit 

from lower process costs, and 0.05% increase in operating profit due to cost savings 

from cheaper raw material yields a 7.3% higher valuation. The upside case, in green 

above, uses a 0.3% increase in operating profits from lower process costs and 0.1% 

increase in operating profits due to cheaper raw materials. The upside valuation returns 

9.7% higher valuation than the standalone. The downside case, in red above, models 

0.2% for cost savings for process, and 0% cost savings for materials. This yields a 4.9% 

higher valuation than the standalone. Importantly, when there are no material savings 

modeled in the downside case, it still yields a higher valuation than the upside 

case of the revenue scenario (4.9% compared to 4.5%). The results from our model 

show that companies should focus on achieving cost savings from circularity if they want 

to achieve the highest quantifiable benefit.  

 

For the sake of consistency, our upside and downside case shows +/-0.05% in both 

assumptions. However, an additional two rows are added on top and bottom for the cost 

savings from the programs to illustrate what happens if the cost savings from material 

costs are significantly different to how we modelled in our base case. The two top rows, 

in particular, are important. It shows what would happen if the cost of reusing materials 

is more expensive than using virgin material. This was brought up as a possibility in 

multiple interviews as a concern. In the top left corner, in a scenario where reused 

materials adds an additional 0.05% cost (instead of saving), the valuation would only be 

3.6% higher. This is the only scenario where the additional revenue (scenario 2) 

circular business model is more valuable than the cost saving (scenario 3) circular 

business model. This shows that if the cost of using reused materials is significantly 

more expensive than using virgin material, it is more useful for the company to use the 

leasing / renting additional revenue circular business model. 
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Our interviews and literature shows that most people are uncertain about the financial 

implications of CE for the future. Thus, the sensitivity analysis can be useful to analyze 

the possible ranges of the financial implications we have modelled. Certain assumptions, 

such as the discount rate, long-term growth rate, percentage of increase or decrease in 

revenue and costs, were sensitized to test how different variables affect the valuation. In 

scenario 2 and 3, we did not base our assumptions on concrete numbers, as they do not 

exist. For instance, Tarkett does not know the exact additional revenue from leasing, as 

that is a new program they are about to launch. Therefore, we use what we have from 

financial professionals and then sensitize our assumption. As shown from our results, 

even in the downside case, the cost-saving CE model is a more financially viable solution 

than the additional revenue case. 

 

Figure 31: Summary of assumptions flexed in sensitivity analysis for three 

scenarios 

 

Scenario 1. Standalone 2. Additional 

Revenue Circular 

Model 

3. Lower Cost 

Circular Model 

Sensitised 

assumptions 
WACC (discount rate) 

 

Long-run growth rate 

% of revenue from 

leasing model 
 

% of revenue from 

rent model 

% of increase in 

EBIT from lower 

material costs 

 

% of increase in 

EBIT from process 

cost savings 

Downside / Base / 

Upside Results for 

circular scenarios vs. 

standalone scenario 

n/a 3.0% / 3.8% / 4.0% 4.9% / 7.3% / 9.7% 
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Commentary The lower-cost circular model provides a higher financial 

incentive for companies than the additional revenue 

circular models (the downside case for scenario 3 is still higher 

than the upside case for scenario 2) 

 

5.11.1 Importance of Sensitivity Analysis 
It is worth noting that this section plays a large role. Due to the lockdown due to COVID-

19 throughout the duration of this project, we wrote during uncertainty about the future. 

In addition, our ability to conduct in person and follow-up interviews were largely 

hindered. It was harder to get clear guidance on actual inputs for our financial model, 

and the assumptions were a mix of our judgement, and from talking with finance industry 

professionals. The sensitivity analysis, therefore, becomes more important, to test the 

validity of our conclusions if the assumptions are changed. 

5.12 Summary of Analysis: Lower-Cost Circular Model Shows 

Greater Financial Viability than Additional Revenue Circular 

Model 

To summarize the overall findings from the model, additional leasing and renting 

circular business models provide a 3.8% value premium over the linear model. The 

lower-cost circular business models offer a larger 7.3% value premium.  

Our analysis explored the financial viability of different circular business models in its 

mature stage. To conduct our analysis, we created three scenarios: a standalone linear 

business scenario, additional revenue from leasing and renting circular models, and a 

lower cost from circular measures business model. Both models show financial viability 

compared to the standalone, more linear business model. Our findings showed that 

lowering costs is a more financially viable circular business model than focusing 

on additional revenue from circularity. This is because an increase in revenue does 

not come without increase in ongoing costs. Not only did we show financial results, but 

we also tested key sensitivities affecting the valuation of Tarkett. Lowering costs has a 

greater scale of impact on increase of valuation in all cases modelled. In an extreme 
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downside case, where we model repurposed materials as 0.05% more expensive than 

virgin materials (and 0.2% cost savings from more efficient energy use), there are still 

financial advantages over the standalone model. But in this case the additional revenue 

model has a slight advantage over this extreme downside low-cost case. 

We merged both qualitative and quantitative data sources in the form of interviews 

and financial and accounting reports. The quantitative aspect of this analysis adds to 

the current academic landscape, and the interviews provided additional color we would 

not be able to obtain otherwise from quantitative sources alone. They helped to shape 

the scenarios we model and validated the assumptions where possible. 

There were several limitations we had to be aware of in our analysis. A common 

theme that came up in interviews and literature was the difficulty in measuring the 

financial viability of circular business models. Literature mentions CE is a new field, and 

so there are no accepted standards. We encountered temporal limitations. Tarkett is in 

the early stage of implementing circularity so we found it difficult to obtain and audit their 

numbers. They do not have a long-term vision of financial viability of circularity in its 

mature stage. 

As for the analysis tool we use, we explore the limitations of using a DCF. Even 

though it is a powerful tool, it comes with assumptions that must be challenged. To 

account for these hidden assumptions, we conduct sensitivity analysis to test the 

robustness of our results. The sensitivity analysis revealed that altering our assumptions 

would not alter our conclusions. 

6. Discussion - Learnings and 

Recommendations on Circular Business 

Models 
This section provides extrapolated learnings from our case study and future 

recommendations for other companies wanting to transition to circularity. With the 
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analysis, we introduced four main themes which have been further analyzed and will be 

a topic to discuss in this chapter as well.  

• Measuring CE practices is a challenge for stakeholders 

• Transitioning into circular business models takes time - internally and financially 

• There is almost no experience about post-transition valuation of circular economy 

in business and science 

• Value can come from different sources 

Furthermore, the results of the analysis will be further discussed which includes the 

results of the financial model and what companies can draw from that. They will then be 

included in a recommendation with various stages from not having started to work on 

circular business models to the stage where circular economy is fully implemented.   

Measuring circular impact is an essential topic within circular business models and has 

been analyzed throughout this thesis. As a result, it can be summarized that there are 

many ways of measuring all relevant aspects and processes but there is no perfect 

strategy which allows an organization to fully grasp their environmental impact on 

emissions and resources to this point. In his interview, Adams made it clear that having 

good measurements is an essential aspect of their work within a circular economy, but 

it is not possible to measure everything, especially with Tarkett being a global company.  

6.1 Internal Challenges and Learnings from Tarkett 

Other companies wanting to transition will benefit greatly by learning from Tarkett’s 

challenges. When interviewed, Adams provides four recommendations for future 

companies: 

 

6.1.1 Get the Involvement of the Entire Company 
To enact such a new business model, you need both “buy in from the top to the factory 

workers” (Interview, Adams, 2020). A mistake they made is not involving employees like 

factory workers and expecting the transition to be smooth. Today, every initiative they 

take includes every employee who needs to be included. A second theme Adams has 

seen in other businesses is that many “educated and inspired” employees want to 
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transition to circularity, but never the management. He argues that if the management 

had not believed so firmly in circularity, it would not have succeeded in Tarkett. Because 

of management’s inspiration, “what was impossible in 2008 is daily business today” 

(Interview, Adams, 2020). 

 

6.1.2 Have a Strategy and be Realistic about Challenges 
Adams notes there is a choice of becoming circular from day 1 or waiting to have the full 

picture of every implication before the transition. The strategy depends on company 

resources, one is not necessarily better than the other. For instance, transitioning to 

circularity is extremely research and development (R&D) intensive, thus hard to replicate 

for small companies.  

 

6.1.3 Long-Term Vision and Pioneering Spirit 
“Take one step at a time. [Transitioning to circularity] is an ongoing positive journey 

that will never end.”  (Interview, Adams, 2020) 

 

As Adams explains, the end goal will always move. What we think is healthy today may 

prove to be detrimental to our health in the future. The company must always be willing 

to change. Additionally, regardless of if the company is small or large, there needs to be 

a pioneering spirit and will to do it.  

 

6.1.4 Marketing 
Lastly, Adams recommends companies to use circularity commercially. He states 

companies should “use it, talk about it from day one” (Interview, Adams, 2020). 

6.2 Risks in Circular Business 

While Tarkett leads the market in circularity, it is still too early to see proven success. 

Tarkett’s 100% circular products were developed not too long ago. As Adams said, if the 

customers use their products for 10 years, he does not expect to see results of their 

investment into circularity pay off for another seven years from today. For now, the bet 

on circularity is “more of a cost than benefit” (Interview, Adams, 2020). It is still too early 



 108 

to evaluate the true financial benefit, if any, of introducing circularity. Further adding to 

the complexity of the issue Adams mentions that there is no easy way of measuring how 

much of the company is circular as a percentage.  

6.3 Recommendation 

In this section, seven stages are presented as a recommendation. Due to our research, 

this can be seen as a proposal on what steps companies should go through to achieve 

a successful transition towards a circular business model introduction.  

 

As a limitation, it has to be mentioned that these recommendations are based on a very 

specific set of insights from a few different environments. The companies included in this 

research can be allocated to the carpet and flooring as well as the wood trade industry. 

There might be differences for organizations from other industries. Furthermore, these 

two companies are multinational corporations which limits the relevance of these 

recommendations for smaller companies with less experience or resources.  

 

6.3.1 Stage 1: Idea 
This is relevant for individuals starting to think about circular economy and realizing that 

this could be the direction for their company to go into. At this stage, many stakeholders 

need to be convinced as it is not only time-consuming but an expensive up-front 

investment (Adams, Interview, 2020). For executives, it can be easy as they are the 

decision-makers. As a main insight from our interviews, it is highly relevant to get 

everyone on board to be fully involved into the process as this cannot be lifted by one 

person. For employees, it can help to do the same thing. Get colleagues involved and 

convince them of the importance of this project. To convince the management, a 

structured presentation or pitch can make sense as many different aspects have to be 

included to make it possible for others to fully grasp the topic. To start the conversation, 

the lack of resources and impact on the environment is the overarching topic and needs 

to be heard. Every interview we had, showed that this is an important matter to these 

organizations which helps during the long process. There is a potential of saving costs 

as already described in the analysis. This is one aspect which is highly dependent on 

the industry. A transition towards a circular economy comes with new and circular 



 109 

business models. This does not only help to reinvent the company but helps to find ways 

to generate new revenue. As the results from the financial model in this thesis shows, 

this can take years and therefore, stresses the relevance of long-term planning and 

motivation through environmentally positive actions. The potential to be in a very good 

position as a company long-term is enticing but a lot of work without any direct impact 

on the financials, or even negative impact, has to be endured. Nonetheless, it will benefit 

an innovative mindset within the company and can help to get employees thinking 

outside the box again. The marketing effect of a circular approach is also positive as 

customers will see positive values displayed in the actions. Last but not least, it can 

benefit the work environment as employees can see the relevance of their work. Ideally, 

this might have been the case before but with this, it can increase due to a positive impact 

on the environment.  

 

6.3.2 Stage 2: Being on the Same Page 
This was already laid out in detail in 6.2.1. The pitch has one main goal: To convince 

everyone internally that circular economy is a relevant topic which should be at the top 

of the firm's agenda. As Adams described in his interview (Interview, 2020), this is a 

process and the changes will not stop as this is an ongoing transition because of the new 

learnings which are found by organizations like the Ellen Macarthur Foundation. In the 

second interview with Ribbon from Tarkett (Interview, 2020), she also explained how 

employees in accounting would not know anything about circular economy as they are 

not involved in the process and this is something she would recommend working on early 

in the process to mitigate such cases. Everyone in the firm needs to understand the 

impact of a CE driven business from direct operations to indirect jobs (e.g. accounting 

employees).  

 

6.3.3 Stage 3: Learning about Circular Economy  
Another relevant learning from this interview was that one of her main points was to 

internally train people which is one step further than just getting everyone on the same 

page. There is a lot of literature about circular economy starting with reports and articles 

from the Ellen Macarthur Foundation and books like “Cradle to Cradle: Remaking the 

way we make things” (2003) by William McDonough and Michael Braungart. This step is 

more about learning about the topic in general to have an informed organization. Other 
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formats like podcasts can also be helpful with that. “Getting in the loop” by Katie Whalen 

is one of the options available and helps beginners and advanced learners. The next 

step will be about specific training for certain areas. These recommendations will help 

the organization to organically learn about circular economy in the beginning and then 

stay on top of news.  

 

6.3.4 Stage 4: Training on Specialized Knowledge 
Various areas within a company need to be trained in a specific way to then adapt their 

process. Within the circular economy, companies need to be aware of how “to 

deconstruct and reuse products” as it “is really difficult” (Ribbon, Interview, 2020). It is 

important for the company to get to know the exact assembly of their products in terms 

of materials to know where they can get it from and how it can be reused. In many cases, 

the product life-cycle changes drastically and every part of the company along the 

production line needs to adapt. All of this looks different for smaller or bigger companies 

as this process is heavily reliant on research and development which makes it more 

costly (Adams, Interview, 2020). 

 

6.3.5 Stage 5: Measurements 
As described throughout this thesis, measuring the impact of circular business models 

is difficult and still in the process to be figured out. Nonetheless, tools like LCA and MFA 

can help to make it work. Furthermore, there are tools and companies helping others to 

detect the amount of emissions produced by corporations and their products. Other 

methods dependent on single cases can help as well. To identify the value for one’s 

company, costs for energy use can be compared before and after the transition. Are 

materials paid for by the amount of weight and is there a difference in the reused 

materials in comparison to virgin material (Anonymized, head of communication, 

Interview, 2020). These are very specific thought processes, but it can help to identify a 

financial value of a circular business model.  

 

6.3.6 Stage 6: Product Management 
For the executive and product management, this topic could be addressed throughout 

the whole process as it influences everything around it. What business model is being 
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used as the foundation of the circular approach? Does renting, leasing or a buyback 

model work for our product? Do we have partners for the reusing process? What are the 

government policies in waste management in this country and other countries where this 

company is selling their products? What are the costs for reused material in comparison 

to virgin material? Is it possible for customers to bring back their used products and is 

this just something they can do if possible or is there a financial benefit for them as well? 

These questions are among the ones which need to be asked.  

 

6.3.7 Stage 7: Full Implementation 
At this stage, the circular business model is fully implemented, research and 

development needs to be continued. Having circular business models and a standard 

towards being as sustainable as possible requires constant research to stay up to date. 

This is especially necessary as this field is still at the beginning. The journey might never 

end as new findings will always influence the way circular business models are set up 

and how they need to be adapted (Adams, Interview, 2020). Certificates like the cradle-

to-cradle certificate are important as they verify the honesty and the integrity of the 

circular approach of companies. These certificates will develop along the side of science 

and force companies to grow with them. The main topic of this thesis is about the 

valuation after the transition. Nonetheless, we found many valuable insights which are 

being shared throughout this recommendation section and can therefore be seen as 

relevant. Especially stage seven is then important for the time after the main transition.  

6.4 Implications for the Real World 

There are many more questions to be asked when it comes to post-transition topics 

within the circular economy. From a company standpoint, there is a focus on financial 

value but with the knowledge that it might take years until circular business models are 

generating profit, it is also relevant to review which business models are the easiest to 

enact. This was not in the scope of this thesis but might be a relevant research point for 

the future. What this thesis can show is that there is financial value in saving costs 

through circular approaches which can already be developed with smaller steps and 

without changing to a completely new business model. There are massive changes for 

a business model when going from linear to circular, but it can also be changed in a way 
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that the operating company looks for different ways to get reused materials and produces 

the product in a way that it can be deconstructed and reused. As a customer, this does 

not necessarily change the way of buying or using the product itself and therefore, is a 

smaller change to the overall business model instead of going to a renting or buyback 

model.  

 

Throughout this thesis, the difficulty of measurements is a recurring theme, and this 

should be the case as it has relevance to measure performance indicators. The results 

from the analysis show that there is potential for financial value in circular businesses in 

the future and especially through cost saving arrangements, some companies can get 

value early in the process. But all of this needs measurements to make it possible to 

analyze and learn from it for the future. Without measurements, the management will not 

know if their actions had a positive impact on the financial situation of the organization.  

 

As already presented in the literature review, life-cycle assessment (LCA) and material 

flows of accounting (MFA) are relevant tools to measure the environmental impact in 

terms of environmental key figure and costs. The downsides have already been 

discussed but these two approaches are a good starting point and can be valuable as a 

measurement technique, especially when being combined. Still, the insights from the 

interview with Adams (2020) show that they as an organization do not think that it is 

entirely possible to measure the impact of circular economy until this point.  

 

Governmental support is one tool which can be highly effective to improve the waste 

management infrastructure or enable financial incentives such as public funding to 

mitigate costs during a transition and accelerate the shift to circularity. Public funding 

could also be used to do more research on the topic of a transition towards circular 

business models on a micro level. This could bring companies closer to an easier 

implementation as the costs for research and development would be lower. New laws 

for environmental protection would push companies to invest in more sustainable 

business models as well. Besides that, partnerships with waste management companies 

are still expensive (Adams, Interview, 2020) which is another important segway which 

municipalities need to recognize and act upon. Adams from Tarkett (Interview, 2020) 

emphasized as well that the push towards a circular economy and a sustainable 
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infrastructure has been driven by large companies over the last year but the 

municipalities have to come on board as their influence especially on waste management 

matters is important to companies and their recycling strategy. They can be summarized 

as the “center of this systemic change and drives the acceleration and scaling of 

innovative solutions, to move away from the linear ‘take-make-waste’ model towards a 

circular approach” (Morrison et al., 2019:1). This is the ideal scenario.  

6.5 Implications for Research   

6.5.1 How this Paper Relates to Research on the Field 

This thesis expands upon previous literature by blending both quantitative and qualitative 

data to analyze the financial viability of mature circular business models. Additionally, 

modelling three scenarios to illustrate the quantifiable value of circularity is a novelty in 

this field. Due to the recent trend towards circular economy, this is a rapidly growing topic 

in the academic field. At the time of writing, many academic journals have special 

editions on circularity due to come out shortly after our thesis submission date. 

While the field faces explosive changes in the coming months, at present, 

quantifiable benefits of circularity are still lacking in literature. In the accounting 

and sustainability field, the literature focuses on MFA, which we used to augment our 

analysis. In the finance and circular field, one paper used a DCF-CLV tool to calculate 

the value of circularity. We added to this knowledge by applying the tool to a specific 

company, Tarkett, to illustrate the value in a real case example. 

Most papers in the circular economy field are focused on pre-transition considerations. 

This makes sense, as the CE field is so new in real life that literature would focus on 

what is necessary for transition. Within the pre-transition timeline, financial 

considerations (such as equity structure, cost of borrowing) and legislation and public 

policies are the focal point of literature. Our paper takes on a post-transition lens, as this 

is a relatively unexplored area. From our findings, the lower cost circular business model 

is more financially viable than higher revenue circular business models. It would be 

interesting for future papers to focus on a granular level on the extensive capital costs 

necessary to transition to circularity. 
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Figure 32: Academic landscape of quantifiable circularity, showing gaps in the 

field 

 

There is a gap in knowledge of papers that focus on the extensive capital costs 

necessary to transition to circularity 

 

6.5.2 Limitations of our Work 

We took a post-transition lens to the analysis. This means our thesis does not evaluate 

which circular models are easiest to enact. The impact (for instance carbon footprint) of 

different circular models are also not addressed. Evaluating the level of circularity of each 

scenario modelled could provide additional perspective. However, this would require a 

more in-depth analysis on measurement and metrics, which is out of scope for this thesis. 

Another limitation of our thesis is that it takes a micro-level approach focusing on one 

company, Tarkett and hence one specific industry. It does not go into depth on the 

industry-impact level or country-level analysis. Since it focuses on one paper, it would 

be beneficial to investigate the company over a longer-period of time. The biggest 

limitation was changing our data collection due to the COVID-19 lockdown. We were 

limited in the number of interactions and used only phone interactions. Moreover, as 
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companies and interviewee’s focus shifted to more pressing matters related to 

weathering COVID-19, answering our questions for the thesis took a backseat. These 

are all challenges we had to work around. In our case, the qualitative insights were 

invaluable coupled with the quantitative data. Quantitative availability was not impacted 

by COVID-19. 

The last limitation is that this thesis is not a finance paper. The valuations of each 

scenario are highly illustrative and sensitivity analysis is included to account for a range 

of changes in our assumptions. Hence it can only be considered when thinking about the 

transition to CE in a business conceptually, but not from a holistic financial point. 

6.5.3 Future Research 

Our paper established that the lower cost circular model is more financially viable in the 

long run than the additional revenue circular business models. It would be interesting for 

future research to focus more in-depth on the cost-saving scenario. From a quantifiable 

standpoint, a future research question could be the pre-transition one-time costs of 

implementing a cost-saving model. Even though costs-in the long-run level out, the initial 

set up costs are extensive, as Tarkett noted. It would be interesting to map out these 

costs and theorize how they can be spread out. For instance, costs could include high 

research and development, and capital costs of buying new machinery required to 

produce circular products. These costs could be shared through partnerships or through 

public grants.  

Decisions are not just financial. From a qualitative lens, it would be interesting to further 

research which of the scenarios modelled are easiest to enact. Tarkett already has 

BuyBack and ReStart models in place, which lower their costs. They are just now 

launching the additional revenue leasing model. It would be interesting to conduct a 

micro level analysis to see which model companies prefer rolling out first, and the 

reasons.  
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7. Conclusion 
“Our sales are increasing; our profits are increasing. And that's because people do want 

to find products, they want products which are sustainable, they want products that can 

be recycled. They want to work or partner up with a company that has this vision because 

we also positively contribute to their, our client’s sustainability policy.” 
- Adams, Interview, 2020 

 

Conclusively, in the long run financial value is expected by the DCF model and experts 

at Tarkett as one of the leading companies in this field. The results of the analysis show 

that cost-cutting circular business models are financially more viable than the additional 

revenue circular business models. This finding can be applied by companies in thinking 

about which model to focus on. 

 

Nonetheless, there is a specific amount of growth and potential shown in the model, but 

it relies on assumptions which limits its validity. This thesis hopes to help accelerate the 

transition to circularity by addressing one of the main barriers: an understanding of the 

financial viability of circular models. Throughout this report, the limitations are clearly 

shown and display one major factor which is essential for the development of evaluating 

pre- and post-transformation value of circular business models. Measuring the impact of 

economical actions in terms of resources and sustainable development is still far away 

from being easy to use and comprehensive. This is a major task as it is inevitably 

important to define the value of circular business models.  

 

It is difficult to use the word conclusively in this section as the wide variety of different 

definitions of the circular economy show the disparity between researchers. In this 

contested space of defining circularity and what it means for companies in their daily 

operation, the collective is not certain what the correct direction is.  

 

From a literature perspective, this thesis shows that there is a research opportunity to 

explore the post-transition financial valuation of the circular economy. To this point, the 

research field on circularity has been focused on financial obstacles to getting circular 
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economy implemented but a deeper look at the financial value after the transition can 

help with displaying the future potential. This report goes beyond the scope of previous 

research to extend knowledge by comparing the financial valuation of a circular business 

to a linear business and we as researchers hope this to be just the first of many tries to 

get a better understanding of this matter.  

 

With the recommendation section in this thesis, the learnings from this research on the 

pre-transition phase have been included as well. The interviews show that financial 

considerations can be a major barrier for any corporation but especially smaller and mid-

sized companies.  

 

The uncertainty in this research field has been focused on throughout this thesis and is 

well documented in the interviews. As a second, less quantitative, conclusion, it can be 

said that a curious mindset with the urge to learn more about the circular economy is 

incredibly relevant as more changes will come. This counts for practitioners but 

especially for researchers as with new learnings over the years, there is a potential that 

this thesis can be outdated in a short amount of time. 

  



 118 

8. Bibliography 
ACADEMIC PAPERS:  

 

Aboulamer, A. (2018). “Adopting a circular business model improves market equity 

value” Thunderbird Int Bus Rev, 60, 765–769 

 

Aid, G., Eklund, M., Anderberg, S., & Baas, L. (2017). “Expanding roles for the Swedish 

waste management sector in inter-organizational resource management.” Resour. 

Conserv. Recycl. 124, 85–97.  

 

Aranda-Usón, A., Portillo-Tarragona, P., Marín-Vinuesa L., & Scarpellini, S. (2019). 

Financial Resources for the Circular Economy: A Perspective from Businesses. 

 

Baxter, W., Aurisicchio, M. & Childs, P. (2017). Contaminated Interaction. Another 

Barrier to Circular Material Flows. Journal of Industrial Ecology.  

 

Brammer, S., Millington, A., & Rayton, B. (2007). “The contribution of corporate social 

responsibility to organizational commitment”. International Journal of Human Resource 

Management, 18, 1701–1719. 

 

Branco, M. C., & Rodrigues, L. L. (2006). “Corporate social responsibility and resource-

based perspectives”. Journal of Business Ethics, 69(2), 111–132. 

 

Brocken, N. M. P., de Pauw, I., Bakker, C. & van der Grinten, B. (2016). Product design 

and business model strategies for a circular economy. Journal of Industrial and 

Production Engineering.  

 

Cheung, A. W. (2011). “Do stock investors value corporate sustainability? Evidence from 

an event study”. Journal of Business Ethics, 99, 145–165.  

 



 119 

Consolandi, C., Jaiswal-Dale, A., Poggiani, E., & Vercelli, A. (2009). “Global standards 

and ethical stock indexes: The case of the Dow Jones Sustainability Stoxx Index”. 

Journal of Business Ethics, 87, 185–197.  

 

Curran, M. M., & Moran, D. (2007). “Impact of the FTSE4 Good Index on firm price: An 

event study”. Journal of Environmental Management, 82, 529–537. 

 

Del Río, P., Romero-Jordán, D., & Peñasco, C. (2017) “Analysing firm-specific and type-

specific determinants of eco-innovation.” Technol. Econ. Dev. Econ. 23, 270–295.  

 

Demirel, P. & Danisman, G. (2019). “Eco-innovation and firm growth in the circular 

economy: Evidence from European small- and medium-sized enterprises”. Business 

Strategy and the Environment. 

 

Díaz López, F.J., & Montalvo, C. (2015). “A comprehensive review of the evolving and 

cumulative nature of eco-innovation in the chemical industry”. J. Clean. Prod. 102, 30–

43.  

 

Doh, J. P., Howton, S. D., Howton, S. W., & Siegel, D. S. (2010). “Does the market 

respond to an endorsement of social responsibility? The role of institutions, information, 

and legitimacy”. Journal of Management, 36, 1461–1485. 

 

Frenken, K. (2017). “Political economies and environmental futures for the sharing 

economy”. Philosophical Transactions of the Royal Society A, 375. 

 

Gabriela-Cornelia, P., Iudith, I., & Alexandru, B., (2014). “New Theoretical And Practical 

Approaches Of Implementing The Circular Economy For The Preservation Of Natural 

Resources”. Procedia Economics and Finance 22, 124-130. 

 

Garcia-Castro, R., Ariño, M. A., & Canela, M. A. (2010). “Does social performance really 

lead to financial performance? Accounting for endogeneity”. Journal of Business Ethics, 

92(1), 107–126.  



 120 

 

Garmulewicz, A., Holweg, M., Veldhuis, H. & Yang, A. (2018). Disruptive Technology as 

an Enabler of the Circular Economy: What Potential does 3D Printing hold?. California 

Management Review.  

 

Ghisetti, C. & Rennings, K. (2014). “Environmental innovations and profitability: How 

does it pay to be green? An empirical analysis on the German innovation survey.” J. 

Clean. Prod. 75, 106–117.  

 

Ghisetti, C. & Montresor, S. (2019). “On the adoption of circular economy practices by 

small and medium-size enterprises (SMEs): does “financing-as-usual” still matter?” 

Journal of Evolutionary Economics. DOI: 10.1007/s00191-019-00651-w. 

 

Gupta, S., Lehmann, D. R., & Stuart, J. A. (2004). “Valuing customers”. Journal of 

Marketing Research, 41(1), 7–18. 

 

Hockerts, K., & Weaver, N. (2002). “Are service systems worth our interest? Assessing 

the eco-efficiency of sustainable service systems.” Working Document, INSEAD, 

Fontainebleau, France. 

 

Hopkinson, P., Zils, M., Hawkins, P. & Roper, S. (2018). Managing a complex global 

circular economy business model: Opportunities and challenges.California Management 

Review. 

 

Jasch, C. (2006). “How to perform an environmental management cost assessment in 

one day.” J. Clean. Prod. 4(14), 1194-1213. 

 

Khan, T. (2019). “Venture waqf in a circular economy”. ISRA International Journal of 

Islamic Finance,11(2), 187-205. DOI 10.1108/IJIF-12-2018-0138.  

Kirchherr, J., Reike, D. & Hekkert, M. (2017). Conceptualizing the circular economy: An 

analysis of 114 definitions. Resources, Conservation & Recycling 127 (2017) 221–232. 



 121 

Kieffer, C., Carrillo-Hermosilla, J., & Del Río, P. (2018). “Drivers and barriers of eco-

innovation types for sustainable transitions. A quantitative perspective.” Bus. Strateg. 

Environ, 1–38.  

 

Kunz, N., Mayers, K. & Van Wassenhove, L. N. (2018). Stakeholder Views on Extended 

Producer Responsibility and the Circular economy. California Management Review.  

 

Lahti, T., Wincent J., & Parida, V. (2018). “A Definition and Theoretical Review of the 

Circular Economy, Value Creation, and Sustainable Business Models: Where Are We 

Now and Where Should Research Move in the Future?”. 

 

Lay, G., Schroeter, M., & Biege, S. (2009). “Service-based business concepts: A 

typology for business-to-business markets”. European Management Journal, 27(6), 

442–455. 

 

Lewandowski, M. (2016). Designing the business models for circular economy - towards 

the conceptual framework. Sustainability.  

 

Lo, S. F., & Sheu, H. J. (2007). “Is corporate sustainability a value-increasing strategy 

for business?” Corporate Governance: An International Review, 15, 345–358.  

 

López, M. V., Garcia, A., & Rodriguez, L. (2007). “Sustainable development and 

corporate performance: A study based on the Dow Jones sustainability index”. Journal 

of Business Ethics, 75, 285–300.  

 

Lourenço, I. C., Branco, M. C., Curto, J. D., & Eugénio, T. (2012). “How does the market 

value corporate sustainability performance?”. Journal of Business Ethics, 108, 417–428. 

 

Mathews, J. A., Tan, H. & Hu, M. (2018). Moving to a circular economy in China: 

Transforming industrial parks into eco-industrial parks. California Management Review.  

 



 122 

Millette, S., Williamsa, E., & Eiríkur Hullb, C. (2019). “Materials flow analysis in support 

of circular economy development: Plastics in Trinidad and Tobago” Resources, 

Conservation & Recycling, 150, 104436  
https://doi.org/10.1016/j.resconrec.2019.104436  

 

Moktadir, M.A., Rahman, T., Rahman, M.H., Ali, S.M., & Paul, S.K. (2018). “Drivers to 

sustainable manufacturing practices and circular economy: A perspective of leather 

industries in Bangladesh”. J. Clean. Prod, 174, 1366–1380. 

 

Niero, M., Negrelli, A. J., Hoffmeyer, S. B., Olsen, S. I. & Birkved, M. (2016). Closing the 

loop for aluminium cans. Life cycle assessment of progression in cradle to cradle 

certification levels. Journal of Cleaner Production.  

 

Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). “Corporate social and financial 

performance: A meta-analysis.” Organization Studies, 24, 403–441. 

 

Ormazabal, M., Prieto-Sandoval, V., Puga-Leal, R., Jaca, C. (2018). “Circular Economy 

in Spanish SMEs: Challenges and opportunities”. J. Clean. Prod, 185, 157–167. 

 

Perey, R., Agarwal, R., Benn, S. & Edwards, M. (2018). The Place of waste: Changing 

business value for the circular economy. Business Strategy and the Environment.  

 

Portillo-Tarragona, P., Scarpellini, S., Moneva, J., Valero-Gil, J., & Aranda-Usón, A. 

(2018) “Classification and Measurement of the Firms’ Resources and Capabilities 

Applied to Eco-Innovation Projects from a Resource-Based View Perspective.” 

Sustainability, 10, 3161.  

 

Pratt, K., Lenaghan, M., & Mitchard, E. (2016). “Material flows accounting for Scotland 

shows the merits of a circular economy and the folly of territorial carbon reporting”. 

Carbon Balance Manage 11:21 DOI 10.1186/s13021-016-0063-8. 

 



 123 

Rajala, R., Hakanen, E., Mattila, J., Seppälä, T. & Westerlund, M. (2018). How do 

intelligent goods shape closed loop systems?. California Management Review.  

 

Ranta, V., Aarikka-Stenroos, L., Ritala, P. & Mäkinen, S. J. (2017). Exploring institutional 

drivers and barriers of the circular economy: A cross-regional comparison of China, the 

US, and Europe. Resources, Conservation & Recycling.  

 

Ranta, V., Aarikka-Stenroos, L., & Makinen, S.J. (2018). “Creating value in the circular 

economy: a structured multiple-case analysis of business models” J. Clean. Prod. 201,  
DOI: 10.1016/j.jclepro.2018.08.072. 

 

Reinartz, W., & Kumar, V. (2003). “The impact of customer relationship characteristics 

on profitable lifetime duration”. Journal of Marketing, 67(1), 77–99. 

 

Roberts, P. W., & Dowling, G. R. (2002). “Corporate reputation and sustained superior 

financial performance”. Strategic management journal, 23(12), 1077–1093. 

 

Robinson, M., Kleffner, A., & Bertels, S. (2011). “Signaling sustainability leadership: 

Empirical evidence of the value of DJSI membership”. Journal of Business Ethics, 101, 

493–505. 
Scarpellini, S., Marín-Vinuesa L., Portillo-Tarragona, P., Marín-Vinuesa L., & Moneva., 

J. (2018). “Defining and measuring different dimensions of financial resources for 

business eco-innovation and the influence of the firms' capabilities”. J. Clean. Prod, 204, 

258-269. 

 

Saidani, M., Yannou, B., Leroy, Y. & Cluzel, F. (2017). How to assess product 

performance in the circular economy? Proposed requirements for the design of a 

circularity measurement framework. Recycling. 

 

Schaubroeck, T., Petucco, C., & Benetto, E. (2019). “Evaluate impact also per 

stakeholder in sustainability assessment, especially for financial analysis of circular 



 124 

economy initiatives”. Resources, Conservation and Recycling, 150, 104411. 

Doi:10.1016/j.resconrec.2019.104411. 

 

Surroca, J., Tribó, J. A., & Waddock, S. (2010). “Corporate responsibility and financial 

performance: The role of intangible resources”. Strategic Management Journal, 31, 463–

490. 

 

Triguero, Á., Cuerva, M.C., & Álvarez-Aledo, C. (2017) “Environmental innovation and 

employment: Drivers and synergies.” Sustainability 9, 2057.  

 

Vegera, S., Malei, A.,Sapeha,I.,, & Sushko, V. (2018). “Information support of the circular 

economy: the objects of accounting at recycling technological cycle stages of industrial 

waste”. ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 6(1). 
http://doi.org/10.9770/jesi.2018.6.1(13). 

 

Vitaliano, D. F. (2010). “Corporate social responsibility and labor turnover. Corporate 

Governance”. The International Journal of Business in Society, 10, 563–573. 

 

Wagner, M. (2010). “The role of corporate sustainability performance for economic 

performance: A firm-level analysis of moderation effects”. Ecological Economics, 69, 

1553–1560. 

 

Zhou, Z., Zhao, W., Chen, X., & Zeng, H. (2017). “MFCA extension from a circular 

economy perspective: Model modifications and case study”. Journal of Cleaner 

Production 149. 
http://dx.doi.org/10.1016/j.jclepro.2017.02.049 0959-6526. 

 

BOOKS: 

Ball, S. J. (1984). Beachside Reconsidered: Reflections on a Methodological 

Apprenticeship, in R. G. Burgess (ed.), The Research Process in Educational Settings: 

Ten Case Studies. Falmer Press. 



 125 

Bryman, A. (2012). Social Research Methods. Oxford University Press.  

 

Creswell, J. W. & Poth, C. N. (2016). Qualitative inquiry and research design: Choosing 

among five traditions. Sage.  

 

De Angelis, R. (2018). Business Models in the circular economy. Springer International 

Publishing AG.  

 

Hauschild, M. Z., Rosenbaum, R. K. & Olsen, S. I. (2018). Life Cycle Assessment. 

Theory and Practice. Springer International Publishing.  

 

Kangas, A., Kujala, J., Heikkinen, A. & Lönnqvist, A. (2019). Leading Change in a 

complex World. Tampere University Press 

 

Lace, P. & Rutqvist, J. (2015). Waste to Wealth. Palgrave Macmillan. 

 

Saunders, M., Lewis, P. & Thornhill, A. (2009). Research Methods for Business 

Students. Pearson Education.  

 

Thomas, G. (2011). How to do your case study: A guide for students and researchers. 

Sage.  

 

Weetman, C. (2016). A circular economy handbook for business and supply chains. 

KoganPage. 

 

Yin, R. K. (2009). Case Study Research: Design and Methods. Sage. 

 

REPORTS: 

 

EIO Bi-Annual Report. (2018). “Eco-Innovation of products: Case studies and policy 

lessons from EU Member States for a product policy framework that contributes to a 

circular economy”. Retrieved  March  13, 2020 from 



 126 

https://ec.europa.eu/environment/ecoap/sites/ecoap_stayconnected/files/documents/ei

o_report_2018.pdf  

 

Ellen Macarthur Foundation. (2015). “Delivering the Circular Economy: a Toolkit for 

Policymakers”. 

 

European Environment Agency (2016). “Circular Economy in Europe” Retrieved March 

6, 2020 from https://www.eea.europa.eu/publications/circular-economy-in-europe 

 

Fashion for Good. (2019). “The Future of Circularity in Fashion”. 

https://fashionforgood.com/our_news/driving-circular-business-models-in-fashion/  

 

FinanCE Working Group. (2016). “Money makes the world go round (and will it help to 

make the economy circular as well?)”. Retrieved March 12, 2020 from 

https://www.ellenmacarthurfoundation.org/assets/downloads/ce100/FinanCE.pdf 

 

ING Department of Economics. (2015). “Rethinking finance in a circular economy. 

Financial implications of circular business models”. Retrieved March 22, 2020 from 

https://www.ing.nl/media/ING_EZB_Financing-the-Circular-Economy_tcm162-

84762.pdf 

 

Platform for Accelerating the Circular Economy (PACE). (2019). “The Circularity Gap 

Report. Closing the Circularity Gap in a 9% World”. 

 

 

BROKER REPORTS: 

 

Barclays. (2020). “Tarkett: Various positives; PT to EUR18”. 

 

Exane BNP Paribas. (2020). “Tarkett: Setting a floor to earnings”. 

 

Jefferies. (2020). “Tarkett: Still Too Early”. 



 127 

 

Kepler Cheuvreux. (2020). “Tarkett: Earnings rebound, re-rating potential”. 

 

Societe Generale. (2020). “Tarkett: Valuation seems close to a floor, but a lack of 

catalysts in the short term”. 

 

WEBSITES: 

 

CRCLR. (2020). “Circular economy”. Retrieved February 3, 2020 from 

https://crclr.org/de/ueber-uns/zirkulaere-wirtschaft  

 

Ellen Macarthur Foundation. (n.d.). “Infographics”. Retrieved February 20, 2020 from 

https://www.ellenmacarthurfoundation.org/circular-economy/concept/infographic  

 

Ellen Macarthur Foundation. (2019). “The circular economy: a user’s guide by Walter 

Stahel”.Retrieved May 3, 2020 from 

https://www.ellenmacarthurfoundation.org/news/the-circular-economy-a-users-guide-

by-walter-stahel 

 

Ellen Macarthur Foundation. (2013). Towards the circular economy report - Economic 

and Business rationale for an accelerated transition. Retrieved February 5, 2020 from 

https://www.ellenmacarthurfoundation.org/assets/downloads/publications/Ellen-

MacArthur-Foundation-Towards-the-Circular-Economy-vol.1.pdf  

 

Ellen Macarthur Foundation. (2015). Potential for Denmark as a circular economy. 

Retrieved February 9, 2020 from 

https://www.ellenmacarthurfoundation.org/assets/downloads/20151113_DenmarkCase

Study_FINALv02.pdf  

 

GMT Research. (n.d.) “Accounting ratios: depreciation & amortisation / sales (%)”. 

Retrieved April 16, 2020 from https://www.gmtresearch.com/en/accounting-

ratio/depreciation-amortisationsales/ 



 128 

Goldman Sachs. (2016). “Millennials coming of age”. Retrieved March 25, 2020 from 

http:// www.goldmansachs.com/our-thinking/pages/millennials/ 

 

Harpers Bazaar. (2018). “Could rental fashion help us become more sustainable?” 

Retrieved April 21, 2020 from https://www.harpersbazaar.com/uk/fashion/fashion-

news/a22611439/rental-fashion-help-us-become-more-sustainable/  
Macabacus. (n.d.). “Terminal value”. Retrieved May 2, 2020 from 

https://macabacus.com/valuation/dcf/terminal-value 

 

Mislinski, J. (2020). “A long-term look at inflation”. Retrieved April 3, 2020 from 

https://www.advisorperspectives.com/dshort/updates/2020/04/14/a-long-term-look-at-

inflation 

 

NASA (Sonntag, J). (2019). “Selected Findings of the IPCC Special Report on Global 

Warming”. Retrieved February 2, 2020 from https://climate.nasa.gov/news/2865/a-

degree-of-concern-why-global-temperatures-mattera/  

 

Stern. (2020). “Capital Expenditures by Sector (US)”. Retrieved April 4, 2020 from 

http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/capex.html 

 

Tse. T., Esposito, M. & Soufani, K. (2016). How Businesses can support a Circular 

Economy. Harvard Business Review.  Retrieved February 16, 2020 from 

https://hbr.org/2016/02/how-businesses-can-support-a-circular-economy  

 

WSO. (2012). “Find Net Working Capital As A Percentage Of Sales”. Retrieved April 4, 

2020 from https://www.wallstreetoasis.com/forums/net-working-capital-in-of-sales 
 

COMPANY SOURCES: 

 

Aquafil. (2019). “Tarkett and Aquafil close the loop on carpet tiles”. Retrieved February 

1, 2020 from https://www.aquafil.com/newsmedia/tarkett-and-aquafil-close-the-loop-on-

carpet-tiles-a-key-step-towards-circular-economy/ 



 129 

 

Tarkett. (2019). “Investor Day Complete Presentation 18-06-19”. Retrieved February 1, 

2020 from https://www.tarkett.com/en/content/investor-day 

 

Tarkett 1. (2020). “What is the ReStart program”. Retrieved February 4, 2020 from 

https://professionals.tarkett.com/en_EU/node/what-is-restarttm-programme-3220 

 

Tarkett 2. (2020). “Closing the loop by following circular economy principles”. Retrieved 

February 3, 2020 from https://professionals.tarkett.com/en_EU/node/closing-the-loop-

by-following-circular-economy-principles-3215 

 

Tarkett 3. (2020). “Our certifications”. Retrieved February 3, 2020 from 

https://home.tarkett.com/en_EU/node/our-certifications-806 

 

  



 130 

9. Appendix 
Appendix A: Change in accounting standard 
Source: https://www.tarkett.com/en/content/tarkett-investor-day-2019-change-win 

 

Impact of IFRS 16 “Leases” in 2019 
“IFRS 16 “Leases” standard is applicable since January 1, 2019. This new accounting 

standard requires lessees to recognize, for all leases that it covers, all lease payments 

yet to be paid in the form of a right of use under non-current assets on the balance 

sheet, with a balancing entry under debt on the liabilities side. 
Based on existing lease contracts, applying IFRS 16 increases non-current assets and 

net debt by an amount of around €100 million. In the income statement, there is a 

decrease in lease expenses recorded under EBITDA, and an increase in depreciation 

of non-current assets and interest expense. The full-year improvement in EBITDA is 

expected to be around €27 million in 2019, increasing EBITDA margin by around 100 

basis points. 
The effect of these changes on the net debt/adjusted EBITDA ratio is limited to around 

0.1x: based on 2018 results, the ratio would have increased from 2.8x to 2.9x. The 

documentation of Tarkett’s financing agreements, however, provides that the effect of 

changes in accounting standards is neutralized. As a result, the application of IFRS 16 

has no consequences for the Group’s financing. The impact on net profit attributable to 

owners of the Company is limited.” 

 

Appendix B: Brokers reports 
Source: https://www.tarkett.com/en/content/analyst-coverage 

 

The company lists 12 brokers that cover the company. Through our databases, we 

have access to five broker reports (bolded below).  

 

1. Alpha Value 

2. Barclays 

3. Bryan Garnier 
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4. CM-CIC 

5. Deutsche Bank 

6. Exane 

7. HSBC 

8. Jefferies 

9. Kepler-Cheuvreux 

10. Oddo 

11. MainFirst 

12. Societe Generale 

 

Appendix C: Pertinent Trends from Broker Reports 

 

The consensus from broker reports is that the sporting segment will continue to be a 

strong driver of growth (the company reported 18.5% growth in 2019 versus low single 

digit growth in all other segments (company reports, 2020). From interviews, their 

sporting division is divided into outdoor and indoor products. For their outdoor 

products, it is impossible for now to achieve circularity. For indoor sporting materials, it 

is the same as other products, such as wooden floors for handball courts, and has 

been accounted for in circularity (interview, 11.3.20) 

 

From statements made by management at the investor meeting in February, as well as 

broker predictions, North America will continue to be a big priority for the company. The 

company reorganised their flooring activities in North America under one brand with 

newly launched carpet products. 

 

Recycling: 

 

“The group is in a good position to gain market shares thanks to the expansion 

of its recycled product offering.”  (Exane BNP Paribas, 2020:13) 

 

The company is in a “good position to gain market shares driven its “circular 

production program” where it offers recycled vinyl/carpet products (12% recycled 
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input in 2019 / 30% targeted in the medium term) a theme that has been gaining 

traction among clients in the past few months.”  (Exane BNP Paribas, 2020:16) 

 

“Management focused on ESG initiatives and more particularly on developing a more 

circular business model (portion of recycled raw materials to triple to 30% 

between 2018 and 2030). Tarkett has developed a breakthrough technology to 

disassemble carpet tiles in materials pure enough to be recycled without loss of quality. 

The process saves 84% of CO2 emissions vs. incineration. This shows that Tarkett 

has the critical scale to innovate and offer new services: this should increasingly 

be a competitive advantage over smaller players as client requirements evolve” 

(Barclays, 2020:34) 

 

Appendix D: Product and geographic segmentation of Tarkett 
Source: EXANE BNP broker report, 2020: 24 

 

Tarkett’s 2018 geographic and product segments are as follows: 
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Given that North America and Europe are the biggest geographic segments of 

revenue, it was important for us to talk to contacts from both offices to get an overview 

understanding 

 

Appendix E: Competitors of Tarkett 
Source: Exane, 2020:19 

 
 

Appendix F: Global flooring market 
Source: Tarkett financial results presentation, 2018 and 2019 
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source:https://www.tarkett.com/sites/default/files/2019%20financial%20results/201902

08_Tarkett_FY%202018.pdf 
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Appendix G: Tarkett Certifications  

Source: https://home.tarkett.com/en_EU/node/our-certifications-806  

Our Certifications 
We strive to eco-design with good materials. 

This starts with the ingredients that go into our flooring. Since 2011, we’ve worked with 

the scientific institute EPEA to apply Cradle to Cradle® (C2C) principles throughout our 

activities. We have assessed thousands of ingredients to understand their impact on 

our health and the planet and continually seek to improve our products with new 

formulations and alternative ingredients. 

CRADLE TO CRADLE CIRCULAR ECONOMY PRINCIPLES 

According to Cradle to Cradle® and circular economy principles, products should serve 

as ingredients in new manufacturing processes or as nutrients in the biological cycle at 

the end of use. 

The Cradle to Cradle® certification is based on 5 criteria: 

·      material health, 

·      material reutilization, 

·      renewable energy and carbon management, 

·      water stewardship, 

·      social fairness. 

 The certification looks at the chemical ingredients used in the product formulation. It 

assesses the effects on human health and the environment, considering the risk of 

exposure on the flooring application as well as their ability to be recycled/composted. 
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Cradle to Cradle® helps Tarkett on the continuous optimization of its products and the 

certification system allows to identify the opportunities of improvement. 

Tarkett is a pioneer in sustainable design and now has several products that are 

Cradle to Cradle® Bronze, Silver or even Gold certified. Tarkett offers certified 

products in almost all product categories, from heterogeneous resilient floorings to 

wood floorings, including linoleum, carpet and homogeneous floorings. Even non-

certified products are assessed according to the Cradle to Cradle methodology 

regarding material, environmental and human health. 

  

WOOD FLOORS: CRADLE TO CRADLE® SILVER CERTIFICATION 

Tarkett has been awarded with the Cradle to Cradle® Silver Certificate for its multilayer 

parquet flooring ranges Epoque, Tango, Salsa, Rumba and Professional manufactured 

in Sweden and in Poland. Tarkett is the first wood flooring producer in Europe with 

Cradle to Cradle® certified products. 

The Cradle to Cradle certification evaluates criteria such as content, material reuse and 

environmentally responsible production in areas such as energy generation and water 

stewardship. In terms of energy and water criteria, Tarkett's performance was 

evaluated at gold level.  

LINOLEUM FLOORS: CRADLE TO CRADLE® BRONZE, SILVER AND GOLD 

CERTIFICATION 

Tarkett's linoleum is the world's first to be Cradle to Cradle® certified for its sustainable 

approach. Made from natural materials such as linseed oil, pine resin, jute, wood and 

cork flour, and 100% recyclable, linoleum is the ultimate natural and renewable 

product. The compact linoleum range was Cradle to Cradle® Silver certified in 2011 

and have kept the silver level until today, meaning that all ingredients used to 

manufacture linoleum floorings were identified and positively assessed. 

In order to achieve this certification the manufacturing process has to meet several 

requirements, energy and water use had to be characterized and measures were taken 
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to follow water stewardship guidelines set by Cradle to Cradle®. Regarding Narni, Italy, 

the linoleum manufacturing site, a closed-loop installation was set up in order to 

reuse the water used in the cooling process and a commitment to increase the share 

of renewable energy was taken as well as the CO2 emissions were offset  Following 

Tarkett’s commitment to sustainability and eco-design the linoleum floorings lines now 

also offer Cradle to Cradle® Gold level certified products for Veneto Essenza 

100% linen and for the new Originale Essenza collections. 

 

The latest innovation in the linoleum range is the LinoWall, the first and only approved 

linoleum wall covering, which is Cradle to Cradle® Silver certified.  

IQ ONE VINYL FLOOR COLLECTION: CRADLE TO CRADLE® GOLD 

CERTIFICATION 

iQ One is the new generation of homogeneous non-PVC flooring and is perfectly 

balanced between aesthetics, flexibility and strength. iQ One benefits from a unique 

formula of homogeneous thermoplastic flooring, without PVC nor plasticizers, and 

provides the same unique benefits that have made iQ a recognized name for decades. 

It is ideal for high-traffic areas with specific requirements such as public areas, 

education and healthcare facilities. Its outstanding flexibility eases installation and 

coving. It is the world’s first Cradle to Cradle® Gold certified homogeneous 

flooring, confirming Tarkett’s pioneer role in sustainability. 

CARPET: DESSO EcoBase® Carpet Tile Backing: Cradle to Cradle Gold-certification 

Made with 100% positively defined materials, Tarkett’s DESSO EcoBase carpet tile 

backing has achieved Cradle to Cradle Gold-level certification, with Cradle to Cradle 

Platinum level for material health. It contains at least 75% recycled content (upcycled 

chalk)*,  and is made in a plant powered exclusively by renewable electricity. The 

entire backing can be separated from the carpet tile and 100% safely recycled at 

Tarkett’s purpose-built production line. Recycling EcoBase-backed carpet tiles 

generates CO2 savings of up to 20% per product cycle compared to co-generation of 

EcoBase in the cement industry. All DESSO carpets can be fitted with EcoBase 
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backing, while our Cradle to Cradle Silver-certified AirMaster range, which is proven to 

help ‘clear the air’ of fine dust, is fitted with EcoBase as standard. 

 *A tile using EcoBase backing contains up to 89% recycled or renewable content 

without compromising on material health or performance). 

  

Appendix H: Call Transcript - Matthew from Tarkett  

 

Call Matthew Adams from Tarkett - 11.03.20, 14:00 

Wed, 3/11 2:16PM • 1:10:43 

SUMMARY KEYWORDS 
product, recycled, companies, carpet tiles, circular economy, industry, recycling, 

circular, recyclable, circularity, additional revenue stream, leasing, raw material, model, 

initiative, sustainability, separate, buyback, 

  
Julian Barsch 
Perfect, and we figured it makes sense to start with like some kind of measurement 

techniques. During our summer course that was a big topic, which we had about 

circular economy as well. And we just want to see if it kind of aligns with what we think 

about circular economy, if you have somewhat or some kind of measurement 

techniques, how circular you are as a company, what, what kind of standards you have 

kind of definitions somewhat in that area. And maybe you can talk a little bit about that. 
  
Matthew Adams 
As an overall kind of measurement through our circle of you know, 2040 30% does not 

exist to my knowledge, the complexity for us, maybe compared to others, is that we 

have today 37 factories around the world and represented ourselves in more than 100 

countries. And if you look at Europe of course, it makes things a lot easier and it goes 

faster compared to when you start to look at Russia or Asia, Latin America, Africa, the 

need is different. So, the market pressure is not the same. And some product groups 
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are more straightforward to look at and some are more challenging. So, we basically a 

more kind of see our approaches that we do more for type of product group instead. 
  
Matthew Adams 
So, we have, you can say, a wooden falls, textile in a carpet, vinyl floors, and vinyl is 

then split into two sub segments and so forth. And that's kind of mainly the approach 

and then we look at within a product group. Let's take carpets as an example. There 

then, of course, the first goal of course is to make money. Products, we can say 

positive really defined in regards to the ingredients or the components. And then make 

sure it's designed for disassembly. And then next step, when you have kind of the 

product ready, then you can measure that course and we know exactly how big a 

percentage of each product groups are possibly defined science in this assembly. And 

then the next step is, how do we handle the recycling part. Can we reuse it ourselves, 

or do we need to find partners or different businesses that can use our post-consumer 

products as raw material if we can't do it ourselves. And then, we need to be able to 

handle the raw material coming in in a different way. Costs: If you use virgin material, 

everything comes in exactly as production are planned for, and now suddenly raw 

materials are coming in 10 year old carpet tile for chewing gum and coffee stains or 

whatever. So how do we deal with that? How do we clean it? How do we separate it 

and then how to reuse the components? And then, when we kind of already on the 

product side on the preparation techniques and reusing the raw material, then there's 

the whole reverse logistics part. How to get products back? And when we sell a new 

product, it's very important it's in a specific place at a specific time. In full, when we 

take back product, it doesn't really matter when they come back. It can take you know, 

a week or it could take three months. So, there we are looking at the most sustainable 

way of getting back and keep sending them back. And then, of course, at the very end, 

which I also saw in terms of comments, and who is responsible for recycling or 

returning the product. Is that us or those owning the product business often is, and how 

do we then motivate the owners of our products or the users to come back? And so, I 

know it was a long answer to your question, but how do we measure if we are circular 

economy or not? And on top of this, an important part of the whole circular vision, of 

course, is not only recycling or closing the loop, it also involves a lot of other things. 

One thing of course, is our CO2 footprint or the environmental part of it. So, anything 
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needs to be produced on renewable energy? Limited use of water? If not, or if we use 

water needs to be closed for systems. And then of course, there is the social aspect, 

which is also very important. And then finally, of course, there's also the cognate 

collaboration, or how do we encourage others to do it? Because that's also another 

positive way of increasing our footprint, if we can inspire others to do the same. And 

how do you measure that but also to measure? So, it's not a straightforward I'm stuck 

on a lot of the kind of say, if you look at the roadmap, and on our milestones, of course, 

those are measurable. How much do we get back? How much renewable energy are 

we using? How much energy are we producing ourselves, etc. It's quite complex. And 

that's also I think that you also most likely have heard that a lot of companies that think 

this is a great idea but where do we start? How do we start? When do we start? And 

that's because it is really complex, at least if you want to sign off the whole thing from 

day one or you wanna get the full picture and then go for that? Because it's a lot of 

small steps. And for us, in some of our product groups, we started in 2007. And at that 

time, no one spoke about circular economy. We were at that time inspired by the 

Cradle to Cradle philosophy by Michael Braungart, and then William McDonough. And 

it was not until 2012 that they were with the Ellen Macarthur foundation. And their 

collaboration with McKinsey, that circular economy really started to kind of get on the 

global map. So, it's just not an easy one positively when we started doing it, many 

years ago, no one else spoke about it. We were the only ones. Today everybody 

speaks about it because a lot of things have become a lot easier. And when we 

started, especially aggressing, to our suppliers where we were, some of them were a 

smaller client. They didn't really want to go into it. Today, naturally, everybody wants to 

be a part of it. So, it has been a lot of appeal. And also, especially on the recycling part 

from a manufacturing point of view. There's no you can go and buy state of the art 

profit manufacturing machines, but you can't buy a separation technique or machine to 

separate old cupboard, doesn’t exist. So, a lot of neat things, we need to develop it 

ourselves and again, with some success, or some challenges and no success and start 

all over again. And it's the same within all product groups that you need to kind of 

develop ourselves and then again, cost money. And this is also one of the reasons why 

a lot of companies, especially small and medium sized companies, struggle a little bit 

to get started with this because it does require money. And the same for the Cradle to 

Cradle certification. All of our products need to be cradle-to-cradle certified when you 
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see cradle-to-cradle certifications as the product certification of the circular economy 

which for sure is not cheap. And I see a lot of interesting companies having products 

that fully fulfill the cradle-to-cradle criteria, but they can't afford to certify their products 

where we due to our size and success, can manage to do that. And then finally, just as 

an introduction, of course, as you most likely have seen, we are members. We are an 

active member of UN Global Compact, actively supporting the 17 world goals. And, at 

the same time, an active member of World Economic Forum and a lot of local initiatives 

related to circular economy and sustainability.  
Just to give you at least my view on the brief overview, and then a really big part of 

what we do is really focusing on people and those surrounded by products and health 

and well-being and indoor environment, which is also a big part of our package, which 

was that concept called designing for life where we try to include all aspects. 
  
Heidi Lee 
And that was a great answer. From talking to you, it sounds like you guys were really 

the market leaders starting circular economy when no one else was really looking at it, 

which is why we wanted to also talk to you guys. And then when you said something 

about that you do it for product groups. Can we ask specifically, for example, we 

looked at sporting as a huge driver of growth for your company right now. Are there 

products in sporting specifically that are circular or is that not how you guys look at it? 
  
Matthew Adams 
Are you thinking about our sports division? 
  
Heidi Lee 
Yes. 
  
Matthew Adams 
Yeah, it depends, first of all, we separate our sport division into two things, indoor and 

outdoor, but there's a huge difference. If you look at outdoor, we have a, what's called 

a hybrid artificial grass, which is called grass master which again and that's also 

throughout the whole company we want to be the most innovative one in the business. 

And there is a combination of a hybrid grass and a natural grass where you have, you 
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know, single nylon fibers with which are 22 centimetres long as short by a special 

machine 20 centimeters into the ground with, I can’t remember but X amount per inch, 

and then you plant natural grass as well on top of that and then the Island fiber, 

straighten the glass and the grass the natural grass make the natural grass stronger, 

give perfect drainage for water and it also is constructed in such a way that you come 

in during the night actually, instead of just being absorbed by the ground, it's taken to 

the fibers, nine fibers above ground. So you can use less water or through the water, 

the shields, and so forth. So, from many perspective, it's very sustainable and does 

have a positive spin off. But, if you then imagine a full football field with millions of fatal 

nylon fibers shot into the ground, how do we get that off again? How do we recycle 

that? And so from that, for sure, most likely there will be the last one we look at. 

Because to solve that, no one has any idea how to do it. For the time being, we believe 

maybe the only thing is to come up with a biodegradable product instead. 
Then if you take indoor, indoor sport is sold on the recycling part falls under the main 

product group. Whereas if you take wooden floors for handball or basketball or 

whatever, it's especially wooden floors in regards to the softness and the underlayer. 

But the actual wooden plank is the same as a wooden plank for private house or an 

office. And the same if you look at our vinyl flooring or running field. So, sports as a 

division don't have a recycling or circularity strategy because it falls onto the actual 

product group. Was that an answer to the question?  
  
Heidi Lee 
Yes. So, to clarify, you are working towards sustainability. But in terms of circularity, it's 

probably one of the last products you would look at because it is so difficult to try to 

solve right now. If that's the correct understanding? 
  
Matthew Adams 
Yeah, for the outdoor artificial grass or other products within the sport division falls 

under the main product group like wooden floors or vinyl floors. So, when we look at 

recycling of circularity, we don't look at the segment we move with it. We look at the 

product we produce as a crossover, some products are sold both to officers or tribal 

houses or same products are sold to education and health care and aged care or 

transportation. We sell a lot. We have a transportation partner with, you know trains 
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and buses and stuff like that. Our approach in regards to the circular economy is not 

the client segments, but it's the production or production groups instead. 
  
Heidi Lee 
Yeah, that makes sense. And then for our model that we're looking at, we wanted to 

kind of look at different models that exist in circularity. And so we know that you guys 

have the restart take back program, and that is, you recycle and that kind of falls under 

the re-commerce and has lower costs associated with that. But we were also looking at 

leasing for example. Philips has the light bulbs, which they leased to their customers 

and the customers pay a monthly fee to use it, and that is completely circular as well. 

And then there's also the rental model.  So, we were wondering if you at Tarkett have 

looked at these other models and if you think this is something that could work for you 

guys. 
  
Matthew Adams 
We have one, which is ReStart the take-back scheme. And then we have actually a 

concept called buyback. So, we actually pay for our products, that's more client specific 

because they're unique clients with a critical mass can't be private people it needs to 

be normally it's building on us. Because they have, you know, millions of square meters 

and they own the floor. So, it's a lot easier to make an agreement with the end user in 

regards to x, y, z. So, we actually pay for the products when they're done using it. And 

then we started with a leasing model. Some years ago on carpets, that we have 

cancelled or can say we terminated the agreement with the external partner. And now 

we are having a pilot project which we are launching more or less as we speak in a 

couple of the larger European countries. And when that works, which should hopefully 

be confirmed later this year, then we will do a full rollout dividing in Europe and then 

globally, and that's the leasing model. You can say what's the difference between 

renting and leasing? Theoretically seen from a circular economy point of view, it's not a 

big difference. It's more financial issue. So, if it’s leasing or rental, it's more how you 

can control the cost. Our leasing model is based on that you choose a product which 

needs to be of course a circular product and then you choose the product. It's installed 

and you make an agreement, seven, eight years, whatever and then you pay monthly 

or quarterly fee. Also included, take the product out again and recycle it. That's all 
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included in the model. What you also then can include especially maintenance and 

upkeep, not daily cleaning because normally people have the local agreements, but 

maintenance and upkeep is that we partner up with third party who then comes based 

on the areas you if it's a meeting room or an office or hallway and check, how does it 

look? Does it look nice? Are there some flaws with cleaning, quick fix, and then they 

make sure that the floor looks good throughout the whole area instead of normally on 

day one. It looks fantastic. Five years later, it looks terrible. So, you can pay for that 

service as well to add that and then of course, you pay a monthly or quarterly fee what 

I have seen personally, because I work mainly with global accounts, is that a lot like the 

idea, but they don't do it. And that's often because those companies we don't 

accomplish work with have enough money themselves. So, they would rather pay 

upfront than paying a monthly fee, which, of course will include some kind of interest, 

because no one didn't have money to treat. So, that's a small barrier, which we're 

looking at. How can we do that? And that was actually why the buyback model came in 

play instead. Because the whole idea of leasing is to secure the take back that's the 

only reason to do it. 

 

Heidi Lee 
So, leasing, you don't think provides enough financial incentive on its own as a model 

to do it, it's purely to get the materials back for you guys. 
  
Matthew Adams 
Yeah, the whole idea, of course, you can say within the circular economy, some would 

say all products are service waiting to happen. And leasing is good. And it works of 

course, more with other types of product like cars, for sure. But there you also include, 

you know, service, winter tires changing and all of these things. If you take a flooring, 

nobody's installed and then it is there after many years, it's not really a complex 

product compared to a car or washing machine or whatever, which can break down the 

floor doesn't break down as such. So, some reason for us to get a policing part was to 

be a part of how can we make sure we get our products back. And then we came into 

that if you take a leasing someone, if it's us or a third party, financial institution or 

whatever, they or someone needs to come up with the money up front, because you 

need to pay for the product, you need to pay the installer and then you get your money 



 145 

back over many year period. And of course, you need an interest to finance that. And a 

lot of large companies don't want to pay for that because they have the money 

themselves. So, it's a lot cheaper just to pay than to pay an interest. And that's why I 

have seen difficulty selling in the leasing model, which is why as I said before we came 

with the buyback modeling to secure we get the product back. 
  
Heidi Lee  
But then you have decided to launch a pilot product pilot project to still explore leasing.  
  
Matthew Adams 
Yeah, we believe it has to be there, needs to be a product of our service offering. Will it 

be a huge success? I don't personally, I don't think so. It will be a very limited part of all 

our clients and products that we choose this, but it needs to be a part of our service 

offering. 
  
Julian Barsch 
Just to clarify, for how long do you have the buyback option already? 
  

Matthew Adams 
The buyback option is also quite new we added on. Personally, I've done some even 

before we had it officially and, again, we don't do a buyback model to you know, Mr. 

And Mrs. Peterson who comes with 20 square meters of flow rates. Not, not today, 

because we don't have the kind of solution how to handle that. For sure in the future, 

there will be some like that most likely, which we are exploring right now also, we need 

to partner up with third parties waste handling companies. Because we don't and are 

not allowed to handle waste from a legal point of view, and there's a lot of discussions 

going on if it's something going back to recycling is that then waste or not waste. In 

Denmark, they change the legislation, so it's not classified that way to be allowed to 

handle it. But in a lot of other countries do waste and we're not allowed to handle it, 

because they're not a certified waste handling company. And we don't want to do that. 

So, they're like in Sweden, we partner up in third party which then handle all the 

flooring for recycling, and in Sweden, we also have gone cooperation. So, it's not only 

of everybody within the drawing industry, that are member of that program, so 
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everybody can use it. We are then kind of recycling 95% of everything being done, 

hoping that others will follow. So, and when that is really put into the system, especially 

of the recycling facilities the municipalities have, if we there can get them to have a 

container for recyclable carpet. Then suddenly for all of us, private people go with all of 

our scrap, we can then suddenly get our products recycled. Will that work? No, that 

won't work this year or next year, but for sure it will come and it needs to come. Dollar 

wise, we'll never get there. And that again leads back to a lot of discussions I have 

who's responsible for crisis? Isn't the big global companies like us? Or is it the the local 

government or the municipalities because as has been the last many years, it's mainly 

driven by large companies and local governments need to take kind of their 

responsibility as well. And in Denmark, they do say they want to be circular. But if you 

look, in any country, the  institution with the largest purchasing power, is always the 

government and the municipalities. As I always say, they would go out and say, now, 

this is not the demand, it needs to be recycled product, it needs to be suppliers, with a 

take back strategy and so forth. Then suddenly, things will speed up but then it hasn’t 

happened yet. And that's again, the influence we all tried to do. And it takes time. And I 

said, as you most likely have read or heard, as soon as we go into politics, things 

become more complex. 

 

Julian Barsch 
And just really quick about the buyback again. The process, are you guys approaching 

the companies to buy back or are they at some point saying okay, the floors are kind of 

done now we're approaching Tarkett to buy back, how, who's doing what? 
  
Matthew Adams 
What we do is we supplied the flooring and then we have a written agreement with the 

buyer back and an agreed price as well. And then it's up to them, where they then they 

are done with it. They let us know. And then the key instruction, how it needs to be 

packed. And then they call us and we come and pick it up, and they can invoice us 

every square meter. And we can’t approach them because when should we do it? We 

have no idea. Some change floors after four years, some after 20 years. So, we don't 

know when to talk to the people companies are the owners of a joint contract, which is 
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why we put in the buyback meaning because then there's at least a financial incentive 

to actually contact us. 
  
Heidi Lee 
When we talk about the buyback agreement, what if you had to put a percentage on 

additional revenue stream? Could you do that or is it too hard to provide numbers for 

that right now? 
  
Matthew Adams 
Right now, it's difficult to put numbers on it because it's again, it's pilot projects. It's 

client by client. And again, a lot of our, because we only do that on our hundred 

percent recycled products. And a lot of those have been developed in not that many 

years ago. And if the floor stays on for 10 years, we're not beginning to take to get it 

back yet. So, so from the buyback part, that will be kind of a lot more will happen five, 

six, seven years from now, because that's when the volume on recyclable products 

really is kicking off. The majority of what we take back today is not 100% recyclable, 

which is why we can't pay for it. Because there's a lot of costs involved for us to handle 

it. So, it's actually kind of more a cost than a benefit. We still do it because we think it's 

an important part to do it and it is part of our strategy. And then over time in the years 

to come, we will start to get a financial benefit in having cheaper materials.But right 

now we don't we don't have that. 
  
Heidi Lee 
We read online that right now, 70% of raw materials are either recycled or very 

renewable by 2020. The aim is to reach 75%. And for initiatives like that, that you have 

publicly stated that how does this translate to cost savings that you mentioned in raw 

materials? 
  
Matthew Adams 
You can see I'm thinking. We say today talking about single resources, search space to 

contribute to resource gasps to being abundant, rapidly renewable or recycled, and 

recycled part is the small percentage as it is today and that's the one which will 

increase our revenue renewable is wool, just an example we use wool in our carpets. 
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You know, that's readily renewable because the sheep will get new hair. Or, it could be 

other types. It could be we're looking at bamboo, can we use that bamboo, some sorts 

of bamboo grow like a meter every other day. So, that's one thing and then we say, 

does not contribute to resource scarcity that can be controlled or something like that. 

And then recycled. It could be our own products. But what we are also looking at is 

partnering with all the industry is on post-consumer. And that is we launched last year 

a non-PVC, vinyl flooring where the two main ingredients are. One is peat moss called 

tvb. Versus, actually if you look at cars in the windscreen, there's a film between the 

glass so it can break. When they scrap cars, they take out the window and they 

actually separate the glass and take that tvb-film out so they can recycle the glass. And 

that TVB film, we use our flooring. It is actually organic material coming from sugar 

production. We also use that in the following. So that's one part, we are looking at. How 

can we use all the types of ingredients. We also have on our carpet tiles where we 

have a recyclable backing base where the main ingredients is chalk to give it weight 

with plenty nature hundred percent for everybody that is still a virgin material. And then 

we went into a couple of looking at who has fanned the waste material and the water 

industry throughout Europe separate chalk from the water before they send it out to the 

consumers because it's a lot easier than having to clean the pipes over time 

afterwards, and they use sand to take the chalk out of the water. There we found out 

that there will be sand leftovers in chalk. We've done more cross because we caught 

our carpet tiles and the nice, you know, don't last percent left over. So, we developed a 

new system together with the dots water industry, where we're using very fine broken-

down glass to separate the chalk from the water and it was leftover glasses 

again,organic safe material. And in fact, glass leftovers, it doesn't do anything. And by 

that we effectively switch from virgin material and now only using recycled post-

consumer chalk from the water industry and 70 percent in our topsoil backing and that 

also again, and that you can say is the challenging part, but also the interesting part of 

our circular economy, that there's no kind of where a lot of things you can't look up 

anywhere, we need to investigate, try out develop and by that new things are coming 

all the time. Our some of our supplies today, five years ago, we wouldn't have dreamed 

about they could become a supplier for the drawing industry. The same we are doing 

now albino. We are started in Sweden, whenever a huge factory. And there we are 

looking at you seeing a biomass from the forest industry coming from trees actually, 
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instead of petroleum or oil. And that now we're launching one product with this. And it 

looks like that really will revolutionize the PVC industry because you want to move 

away from PVC. And that's one big step by doing. So, again, of course, and I am 

actually not 100% sure if it's more detailed than the CSR report. How much is recycled, 

how much is rapidly renewable and so forth. And the aim, of course, is, over time, 

there's no deadline, we want to be 100 percent circular company. And then of course 

means that all of these KPIs need to go to 100 meaning without we have said 75%. But 

of course, at the end, the end goal is 100%. 
  
Heidi Lee 
Yeah, just based on that, it also said you aim to be zero waste and out of Europe's 13 

production sites ten have already achieved this objective. Can you give us a little bit 

more detail on how far you are on the plan to make it 100% by 2020? 
  
Matthew Adams 
A lot of it is linked to, because there will always be production waste. Bought them so 

and we have accepted that cost, just part of production, but also the challenges. Okay, 

the production, which is how do we then reuse that, and then your downstream 

segway. And then again, it's linked back to the product groups. On the vinyl production, 

we have waste because all caught off and wait or products that doesn't pass quality 

inspection. We just recycle on-site 100%. So those are the each wants to get to zero 

percent. Then, on our wooden production, wood production, naturally there's a lot of 

sort of, cause you cut wood, and soda is waste. Can you recycle soda? You can reuse 

into plywood. But then it's down cycle because next time you can't reuse plywood, so 

what we actually do is we have a wooden floor factory in Sweden as an example, they 

all saw door cut-offs, which we can't recycle into products we use for heating, because 

we need to heat naturally. So, we use that for heating of the factory, but also the local 

community. We are providing heating to the local community as well besides 

ourselves. And by that I can say is then tubes then waste. Theoretically it is because 

we're using it for heating instead of all the materials. And you we have a positive 

impact because we actually produce more heat than we can use ourselves. So, we 

supply to the local community at a very, very favorable price. So, it all depends on the 

industry over time. Again, things will change new possibilities come and maybe at a 
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later stage, we can use the sort or something else. So, it varies a lot again, and for 

carpets, tubes and waste producing a carpet and those 2%, we can't recycle as it is 

today, because we can't separate it we don't have the technique needed to do it. We 

can only separate larger pieces and not small strips of one centimeter. So that's one 

which isn’t solved yet and so forth. So, yeah, when we solve a product group like vinyl 

as an example, in one factory, then of course that is rolled out to all the other 

manufacturers globally. And that as an example of the vinyl product, we have solved 

that now in Sweden. We have eight or the vinyl factories. Now we need to adapt and 

change or add production facilities at other factores, so they can do the same. And 

again, for massive cost involved. So that's also one reason. Naturally we're running a 

business, why we don't do anything the following month, it needs to be planned, 

because we also have a responsibility as our shareholders. 
  
Heidi Lee 
Yeah, makes sense. And you mentioned that you sell the heating to the local 

communities for at a favorable price. And when you mentioned that it just sparked an 

idea that this is an additional revenue stream that you're getting from, like a circular 

initiative. Is there any way because we, for our project, we want to say target is a 

leading company in circularity, provide some opportunities or recommendations for 

other companies to try to replicate some of it and a huge incentive is financial for 

companies, and so it would be very nice for us to say like maybe 5% additional 

revenues from circular initiatives or is there any way we can put a number to it? 
  
Matthew Adams 
I would say not knowing 100%. I would say that based on all of these things, it's no 

additional revenue stream. If we are lucky, it's cost neutral. And where the additional 

revenue stream comes, which we have to try, and that's also what we try to do is one 

thing by doing this, we need to do the right thing. And we strongly believe it's our 

responsibility to do that. And by doing this, people want our products and we have 

been, we are doing well. Our sales are increasing, our profits are increasing. And that's 

because people do want to find products, they want products which are sustainable, 

they want products that can be recycled. They want to work or partner up with a 

company that has this vision because we also positively contribute to their, our clients 
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sustainability policy. Our products contribute to more points when you talk about 

sustainable building certification, which everybody's focused on and so forth. And that 

where the real added benefit comes from over time to show up there will be a positive 

impact on the raw materials on a lot of our products, also the raw material only 

represent 30% 
product price or cost, if nothing else is related to labor or something else. So, even if it 

can say our raw material decreases by 30%, but still quite a small portion of the actual 

cost of the product and often there is more cost involved, so often raw materials that 

have been recycled are more expensive than virgin material. And that again, and some 

of our products with our recycled and recyclable are more expensive than product with 

object in the old way, from our competitors as well. And that's of course, it's also a 

challenge because our clients actually willing to pay more for a sustainable product. 

Why should we sell for less money and earn less. And then you're back to we need to 

run a company. So, I would say it is straightforward. There's not a huge financial 

benefit. It's more the whole package that makes you an interesting company to work 

with. Because you're doing the right thing. Maybe that is not the answer that you want 

to have but it is reality.  
  
Heidi Lee 
Yeah, no, it's very good to get real insights. So, you said that there's instances where 

pursuing a circular economy initiative is actually increasing costs as well, but you're still 

willing to take that on?  
  
Matthew Adams 
Yeah. For sure. Especially because the massive development costs for research 

involved because no one has ever done it. And if you want to be the first one to do 

something, you need to put in the resources. Ten years from now 15 or 20 years from 

now, there will be a benefit for sure. But today, it is not there, not financially 
  

 

Heidi Lee 
Very quick follow on from that. Do you think maybe an outside investor would be willing 

to pay a premium? Just because you are market leaders and so highly believed in the 
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story? Or do you think people would be more deterred by the increasing costs and 

want to discount your company because of that? 
  
Matthew Adams 
What we have, I am not sure if you should quote me on this, we have seen is, if I look 

back over the last five, six years, five years ago, everybody wanted sustainable 

products but no one wanted to pay one Euro or cent more than than for an 

unsustainable product. Fortunately, today we see a change and people actually are 

companies are willing to pay a premium to get the right products. And of course, our 

aim of course is how do we then get the real stable product? How do we get them 

down to a level as an unstable product? Again, often in regards to, it's all linked to 

today, we don't get enough material back for recycling. We need more and so forth. So, 

it's kind of a chicken and egg thing, but over time, it will come for sure. On carpet tiles, 

we have kind of sourced out our products, our recyclable products with the smallest 

ethylene producing carpet times, same price as a non-recyclable product today, but we 

also started that in 2007. The first product group we started, and today, you get to 

know the perfect product from a sustainability, circular economy and so forth at the 

same cost as a product which is still like it was ten years ago. 
  
Julian Barsch 
Okay, feel free to correct me if I'm wrong, but we read about also that smaller 

customers can send back their carpet tiles to just to support the whole recycling 

process. What is the rate of people doing that or what are challenges coming with that 

process?  
  
Matthew Adams 
Now often, you can say on carpet tiles that is close to 100% commercial use. So that 

doesn't go to private people. Often and that's one of the challenges with our business 

as well. In a lot of cases, we have no idea where our product ends up. Because we sell 

to a wholesaler or distributor, who then sells to a flooring contractor who then sells to 

his or her client. And when we left kind of the products way back then that's another 

thing we're looking at, how can we ensure people like to recycle and we strongly 

believe that it's through third party partnerships while in contact with the clients. Today 
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anyone can come, you know, with carpet tiles those we can recycle, we are more than 

happy to take it back. We also now rolling out a take-back scheme on all carpet tiles, it 

doesn't have to be our cup size. It can be anyone’s as long as it has recycled content in 

it, meaning if the yarn is recyclable, even though the if the backing is not recyclable, we 

take it back. And it can come from any of our competitors as well. We take it back 

separated, then the yarn goes back into becoming new yarn again. And the backing is 

so non-recyclable then its down-cycled, often into the cement industry or growth 

industry, depending on which type of backing this. 
  
Julian Barsch 
Aha yeah, then looking at the industry, you talked about it now and before a little bit. 

You guys are kind of like the market leader in terms of sustainability circularity. How is 

the industry like in general set up in that way? So, what did other companies do over 

the last couple of years? Are they planning to do more now or is it actually something 

that you guys are doing a lot, and most other companies are maybe talking about it, but 

they're not really acting upon it? What is that actual like, the status quo? 
  
Matthew Adams 
Yeah. Sticking to the carpet tiles. Then, when we started doing it in 2000, or talking 

about it, at that time, we didn't have a solution in 2007 and eight. There was one other 

company it's an American company called Shaw. They were looking at it as well. And 

then for many years was just us. And it also came to a point where, you know, I was 

made with clients say, but it is so fantastic, what you're doing, why you're the only one 

doing it? Well, it's of course, it's a fair question. Fortunately today, more and more are 

doing it, are looking into it, now on the carpet side, we are now certifying according to 

cradle-to-cradle and so that's good. And we kind of feel a bit proud because it means 

we actually big impact the business costs. Otherwise, they wouldn't do it. And of 

course, the markets or the demand have changed as well. Then, of course, they still 

have a long road ahead. We're the only one still which can separate the corporate side 

100% and reuse it or 98.9%. No one else have solved that yet and of course, they will 

one day but at least that's the focus of change. If we look at all the product groups, 

vinyl as an example is a very big business is being looked into but not as much yet. 

And we can also see that as an example in Sweden where are those this business 
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partnership in general employing business right everybody is a member, but we are still 

the only one supplying planner for recycling 95% of what comes in and again on vinyl, 

if you look at I don't know where you're sitting but most likely in CBS, it is vinyl flooring, 

or line oleum and it's fully glued to the concrete floor underneath and when you take it 

out, is contaminated with concrete and all the things and can't be recycled because of 

that contamination. And then again, we looked at that we have now solved it so we can 

actually clean it again being the Pioneer because the first one in the world can actually 

clean a post-consumer fully-glued vinyl and they can recycle it.  
  
Heidi Lee 
So, just to clarify do you mean the flooring that we have at CBS right now in the past 

there was contamination but you have solved the problem for existing products. 
  
Matthew Adams 
No, we have solved the problem. So, of course, I don't know what you have on the 

floor. I'm just because a lot of education institutions use that type of flooring. But before 

when it was taken out, no one even if you had the technology to recycle, it couldn't do it 

because no one has the technology to clean it. Yeah so, it comes in and out. And that 

we have developed and we kind of got it industrialized actually two months ago. So, we 

can actually now clean the floor for recycling. What we also do on the vinyl side, we 

only recycle our products. And that's because we need to know what goes into our new 

products. And taking in competitive products, we have no idea what's in it. So that's 

why we only recycle into our own products using our own country post-consumer 

products. And if we have all the material that is not ours, it's sorted and then that 

typically is sold into other industries, which can use it for park benches or whatever is 

useful. 
  
Julian Barsch 
Okay, and what we want to do in the end kind of our thesis is kind of, as Heidi said 

before, have like a recommendation for other companies who maybe are in super early 

stage or maybe a bit more advanced, but for sure not as advanced as you guys. So, 

when looking at the process internally, what were challenges that you came across? 
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Matthew Adams 
The first challenge of course was to get everybody on board and looking at or taking 

our carpet industry. It started with our fantasy; management being inspired. So, this is 

a great idea we want to do that because it's doing the right thing plus, we will then kind 

of be unique within the business. And then seeing our R&D department, our 

production, management saying Okay, guys, this this is never gonna happen. And 

what was impossible in 2008 you know, his daily basis today and one kind of mistake 

we did at that time was maybe where we were too late involving the old business 

meaning also can say, the factory workers and such. Where today's initiative to take 

everybody's involved need to be involved. So that's one thing we have learned. And 

then, you need to have regardless of size of business, if it's small or large, you need to 

have this pioneer spirit and will to do it. And you need to have buy in from the very top. 

Because often, what I see as well is that there's a lot of companies with some really, 

you can say, educated, inspired people, wants to do this. But that's never the 

management or the top management is always someone in the middle of your 

organization. And if they need to be successful in this, they need to buy in from the 

management. So that's very important and then you also need to take one step at a 

time, because it's a journey, and it will never end. And you're sure you start the journey, 

of course, the closer you get to the end goal. But the end goal, I believe, is not there 

because it will always move, new things will happen. 
  
Also, what we think is healthy today, maybe 15 years from now we find out it's not 

healthy. Then we need to do something about that. So, it's going positive, inspiring, 

long journey that never ends, and then use it commercially as well. And especially if 

you look at smaller companies use it commercially because everybody running a 

business to earn money or otherwise. So, you should talk about it from day one 

because it is a good business opportunity. 
  
Julian Barsch 
Okay. We have from my side only like one other question, which is maybe you know 

something about maybe you don't, but just comparing your industry to maybe other 

industries. Are there other industries where you see a lot of development within circular 
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economy or maybe there are other industries where you feel like they should do way 

more, but they don't. Is there anything you can say about that? 
  
Matthew Adams 
Of course, there's one. The first one popping off, which, of course, is the clothing 

industry, the textile industry and of course, they are beginning to look at it with more or 

less success. I think there is a huge, huge opportunity. And also, unfortunately, a lot of 

clothing are produced in parts of the world where water, clean water scarcity and so 

on. So, it's a challenge and underneath that one, we see more and more doing it and I 

also believe that consumers will pay more for the right products today. So that's one 

thing. Then of course, the old construction industry, again, that industry of course, has 

the largest negative impact on the environment in general. Of course, that is the focus. 

And then that goes to from all different kinds of building materials. Now we are talking 

about flooring got some very interesting things going on, on other building materials. 

There's one project which is quite interesting called circle house and read about it 

which is an initiative from the EPA by environmental government in Denmark where 

they have for building owner renting out apartments called liable as a project of 65 

apartments, an apartment block a building, how can that be designed as a circular 

building? Meaning that everything needs to be possible to find and it needs to be built, 

designed for this city and that process has been ongoing for quite a long years. Now 

that everything’s done 60 different suppliers involved and now for tender. So, architects 

and main contractor can bid on it and then the building will actually be built. So that's a 

really interesting one, there's a web page, I can send you the link to the web page as 

well. And of course, our product is on the floor of course, has been a part of that 

project. 
And then again, another initiative is, we are member our founding member of 

something called sustainable build in Denmark. Which again, is an initiative into how 

can we make the Danish construction in more sustainable and there we ask, every 

other year we are going in with a new concept, from traceability on building materials, 

to recyclability to take back and now we have this year and next year, no last year and 

this year, you're focusing on the usage of the building, because a lot of buildings are 

only being used in like 20-40% of the time, the rest of time is empty. And it could be a 

government building or an office building or whatever. So how can we look at our 
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buildings differently? We call the concept called changing life, changing buildings. And 

every second year, we have an innovation channels with all what we put out. And 

these are the challenges we see within this concept. help us solve it. It's a global 

challenge and then a lot of company bidding, that they think they have a solution to 

help with this. And then we have ended up with 10 being selected, and then they 

actually we engage with a lot of other people knowing about this to help the innovators 

to move on to the next step as well so, a lot is going on but I would say construction 

industry textile industry are the most channels where most things are happening now. 

Then you can wonder why Scandinavia is the only countries in Europe that have 

recycled system on bottles like PET bottles or glass, Austria has as well and a lot of 

countries in Europe still throw away all the old empty Coca Cola bottles and so forth. 

And there the whole system, it works. It's just to make this efficient. And then of course 

should be in everywhere else in Germany, UK and France and stuff like that. For me, 

that is a low-hanging fruit but yeah, it is most likely linked to economy.  

 

Appendix I: Call Transcript - Sally from Tarkett  

Sally Ribbon Tarkett - 18.03.20, 15.58  

Wed, 3/18 

4:04PM • 18:37  

SUMMARY KEYWORDS circular economy, product, carpet, circularity, europe, talking, 

cost, landfill, company, give, financials, chemistry, restart, starting, tweets, reuse, ida, 

cradle, consent form, general  

Sally Ribbon 

So, I have your questions in front of me, I figured I would just start with the first one in 

financials. As far as like increasing cost. 

Heidi Lee 

Yes. 
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Sally Ribbon 

And I would say that is definitely more capital expenditures as far as updating machines at 

the plant level, as well as investing and R&D and innovations as well as trials.  

Heidi Lee  

And are you able to give us not specific numbers but say are like this is 1% of revenue or 

some sort of percentage like that for the model that we're creating?  

Sally Ribbon  

I actually don't know. Maria might be able to and that like I said, I don't. I feel like legal 

they're kind of strict. Strict. They want us like to review tweets, butMaria will have a better 

handle on that one.  

Julian Barsch 

Okay. 

Heidi Lee  

You mean, tweets, just personal. Anything linked to the 

company or  

Sally Ribbon 

Anything linked to the company they like to crack down 

on people.  

Heidi Lee Okay. It’s crazy, I used to I worked in America for two years. So, I kind of get that 

aspect as well. But that is we've never had our tweets legalized.  
 

Sally Ribbon 

Yes, social media posts, please, send to illegal like, I'm not 

doing all that.  



 159 

Heidi Lee  

And then is there a certain aspect where circular economy decreases costs for 

you guys?  

Sally Ribbon  

Not right now at this stage now, and it's funny one of my colleagues, he's the director of 

recycling internally and he's like recycling cost money. Like we don't save by recycling.  

Heidi Lee  

Okay, so I think this is kind of similar to what we were hearing over in Europe, but then if 

it's not a financial win at the moment, what is it that's keeping you guys from investing in 

this money up front right now?  

Sally Ribbon  

Being good stewards. Being a responsible business. We've seen the data. We know 

population growth. We know resources are being used very quickly. And at some point, that 

will affect our business, whether that's in 20, 30, 40, 50 years, we don't know. But what we do 

know is that we have to get a handle on it now.  

Heidi Lee  

An then, could you talk to us about how North America differs from some of the initiatives 

that we've seen in Europe because when we go on the website, it doesn't really break it 

down like that as much?  

Sally Ribbon  

Yes. So, we have for one we just have more products in TNA. We have vinyl sheet, vinyl tile, 

rubber tile, carpet which Europe has as well, but we just have a broader portfolio here. So, our 

restart program, our product take-back is different. I don't think in Europe, they take post-

consumer products back, they'll take like installation scraps, where we will actually take our 

products back.  

Heidi Lee  

Julian, do you know anything about this? I didn't. I thought they did take post-consumer 

back, but I'm not sure.  
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Sally Ribbon  

I think he said that they're totally open to take back whatever, then whatever is brought 

back kind of, but they don't really have a system for it right now. I think there was more it.  

Yeah, I can definitely see them taking back vinyl because their plant is in Italy. But I also like, 

I don't think they get many callbacks to take the products back, either. So similar to what you 

say. I don't think they have a system and that structure like we do.  

Heidi Lee 
And how, why is it that your structure is a lot more advanced? Is it because you started 

earlier? Or were you able to do it a little bit faster?  

Sally Ribbon  

I think we have more government pressures. Like in California, they're really starting to look 

at landfill diversion, especially for carpet. And other states are starting to pass legislation as 

well. I'm not as familiar with their industry associations in Europe. But here, you know, we 

have a carpet and rug Institute where they have been following this policy for 10 years or 

so.  

 

Heidi Lee 

Policy of diverting landfill for carpet.  

Sally Ribbon 

Yeah, carpet.  

Heidi Lee  

Okay, yeah, I heard San Francisco is being zero waste 

completely now.  

Sally Ribbon  

Yes. So, to take back products, first off to design carpet that can be deconstructed is a very 

different business model. carpets been made the same way for 60 plus years. So, when you 

go to the planet I love talking to the guys, R&D, it's like you know when we think of adhesives 

when we think of carpet like we, or flooring in general, we make it durable, we make it so that 
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it lasts on the floor, now you're telling me you want us to take it off. That's like deconstructing 

the product was a challenge. So, and it hadn't been thought of previously. So not only are you 

looking at your adhesives, not only are you looking at taking getting the carpet or any floor off 

of the floor, so that it can be reused. That's just a very different way of thinking it's a different 

business model. So, you're looking at modularity, right? How can you get it off? What 

machines do you need to take it back apart? Investing in that technology, running different 

trials, and those costs add up. And it's very trial and error. When you're working with 

polymers and these different chemistry of each product, if he acts differently. 

Heidi Lee  

Talking to both you guys that just sounds like huge costs and getting the R&D and trial and 

error and machinery to change completely how an industry works.  

Sally Ribbon  

Absolutely, and before you can even get to that point, one thing that Tarkett, I will say, how 

we stand apart from our competitors, we really know the chemistry of our products. Whether 

it's flooring or any other manufacturers, a lot of companies don't know the chemistry of their 

products. We are Cradle-to- Cradle company, which I'm sure you saw. So, we have labs that 

literally have assessed all of our raw materials. And that took 11 years to do. So that kind of 

touches on why other companies aren't jumping on the bandwagon and doing the same thing. 

You really have to know the chemistry of your product first before you can even think about 

circularity. It has to be cleaned enough for you to even be able to reuse it.  

Heidi Lee  

And then what was your role in the transition, making all the carpet the all the carpets 

came up? Be sound and what was your role in that?  

Sally Ribbon  

So that happened prior to me even coming on board with Tarkett. Currently, I do some of our 

Cradle-to- Cradle certifications, so the reassessments that we have to do every two years. So 

that's my role now.  
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Heidi Lee  

Okay, and then from your point of view, do you think outside either investors or people in the 

media or customers that is anyone willing to pay a premium for this circularity?  

Sally Ribbon  

So, I can't speak on investors. Customers, some, and by some, I mean, a very small 

percentage. I'm talking about the coasts, you know, your New York City, your major 

metropolitan areas, with those A&D firms that are really about the environment and 

Sustainability, but once you hit Middle America, they don't care.  

Heidi Lee  

Okay. I mean, I want to ask about what the just to quantify again, the small percentage but 

I'm not sure if you're able to give me that number.  

 

Sally Ribbon 

Which one are you looking at?  

Heidi Lee  

So, when you say a small percentage is willing 

just to...  

Sally Ribbon  

Hmm so, it's hard to pinpoint and say exactly how much you know what might be a 

good...Can’t think of AIA or IDA has any information as far as green buildings or their circular 

economy initiative will give you some input into where they're going because they're the ones 

that are specify it.  

Heidi Lee 

Okay, so 

what is IDA?  

Sally Ribbon  

What it stands for? I think it's like interior, one second. See, sorry talking all these 

acronyms and you forget what it means. Interior design associations. So, I will look at it and 
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see if you can find any numbers as far as circular economy or sustainability in general. And 

now AIA has taken a really big stand this year on building healthier buildings in general. 

Yes, they might be able to give you some type of data around that.  

Heidi Lee  

Okay, and you're saying the data that these third party provide that's kind of in line with 

what you're seeing with your consumer demand?  

 

Sally Ribbon 

Correct. 

Heidi Lee  

Okay, we will we'll take a look at that. And then based on that as well, do you How would 

you say that additional revenue streams in the future might look like from people buying your 

circular products that you're just starting to release in the last few years?  

Sally Ribbon  

No, we can't talk about revenue 

streams.  

Heidi Lee 

Okay. 

Sally Ribbon  

Okay, um, I was trying to think of what I could say about the third question about the cost 

structure. Let me kind of generalize it, of course as you know a cost to whether it's restart and 

we think about restart think about the logistics of having to pick up the product, bag it, send it 

back to Georgia for it to be met like remanufactured. So, you know, there's a couple ways that 

any company could pay for that, right you could build it into the product. It could be covered 

under operations. It could be, we also have like distribution. So, do they cover the cost of the 

of restart for their customers? We could also take a perspective and look at, say, you know, 

we lobby, or landfill costs in the US are really low, compared to in Europe where it's really 

expensive. If it's cheaper for them to send their product back to us, they might just go ahead 

and pay Tarkett to take their product back instead of sending it to the landfill, because it's 
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more expensive. So that kind of gives you a little bit of cost structure, hopefully. What that’s 

gonna look like.  

Heidi Lee  

Can we go back to the distributor's covering costs, because that's also something with heard 

about when we talk to other circular businesses here in Europe, they say they have really 

good relationships with their suppliers and the distributors. And a lot of the times they're able 

to pass along the costs to the suppliers is, is that the same with you guys?  

Sally Ribbon  

I can't say, that I cannot say, okay, no, I mean, that is an option, it is certainly an option 

as far as a circular economy structure. Okay 

 

Heidi Lee  

Julian, do you have questions that you want to follow 

up with?  

Julian Barsch  

I mean, you said before that you're that you weren't there in like the beginning of the whole 

process of circular economy at Tarkett. But just in general, do you maybe know a little bit 

more about like the internal challenges from like the beginning or what are internal 

challenges right now for Tarkett and regarding, like, all these processes, and all these new 

business models, and yeah, topic of circular economy.  

Sally Ribbon  

I would say the technology, the technology to, to deconstruct it and reuse products is really 

difficult. It's also very difficult as far as suppliers to get them to want to take your quote on 

quote waste. Even though we use the materials, it's this kind of what application what can we 

do with it? And that's been a challenge. Because I do work with procurement, looking for 

different partners to take different materials that we've brought back, we've broken it down, 

and they just don't want it.  
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Julian Barsch  

And from your experience, if there's like a company, whatever industry, like a company 

that thinks okay, let's go into circular economy. What do you think are important first 

steps to getting there?  

Sally Ribbon  

Knowing your chemistry is definitely number one. Also, people if you're not in sustainability, if 

I go to our accounting department, they have no idea what circular economy is. So, you really 

have to internally train people. As far as what the circularity mean. And then what does 

circularity mean to your business? What does that look like in the office as well as at the plant 

level.  

Julian Barsch  

Okay, sounds good. I think that's about it for my 

questions. Yep.  

 

Appendix J: Financial model 

 

The financial model can be found as an excel file with the following link: 

https://drive.google.com/file/d/1Hl55mFBx1D4DSehMGQoM8KjTlPGhREuq/view  

 


