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ECONOMIC BENEFITS OF IMPLEMENTING  
CIRCULAR STRATEGIES IN SMALL  
AND MEDIUM-SIZED BUSINESSES

Introduction. The circular economy is increasingly becoming the “the 
economy of rules of the game” in the European market: the European 

Commission explicitly links circularity to competitiveness, resource resilience, 
and climate neutrality policy goals. This is not merely an environmental 
trend for small and medium-sized enterprises (SMEs), but an opportunity to 
systematically reduce costs and increase margins through resource efficiency, 
product and service redesign, as well as access to support programs and 
financing for circular projects.

Main Body. The circular economy (CE) refers to extending the useful 
life of products and materials, minimizing waste generation, and preserving 
value within the system through reuse, repair, recycling, and recovery in 
applied political-economic terms. The European Commission emphasizes the 
importance of product design and lifecycle thinking, as well as the objective of 
keeping resources in the economy “for as long as possible” [1].

The circular economy is described as an industrial economy that “returns 
materials, components, and products to use multiple times” and creates more 
value with lower levels of waste in the EU4Environment/United Nations 
Industrial Development Organization (UNIDO) materials [2].

The Organisation for Economic Co-operation and Development (OECD) 
identifies five core circular business models: circular supply, resource recovery, 
product life extension, sharing, and product-service systems [3]. For SMEs, this 
typology is particularly useful because it translates circularity into a concrete 
logic of value creation and capture: either changing material inputs, closing 
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the loop at the output stage, extending product life, increasing asset utilization 
rates, or shifting from product sales to service-based models [4].

The European Investment Bank, in its reports, emphasizes that circular 
businesses can significantly reduce costs for materials, energy, and waste 
management, resulting in higher yields and stronger competitive advantages 
[5]. In practice, this is reflected in reduced material losses and defects, lower 
fees for waste collection and landfilling, and optimized energy consumption 
through modernization and service-based contracts.

Circular strategies enable firms to generate revenue not only from primary 
sales, but also from:

1.	 services (repair, diagnostics, maintenance);
2.	 resale (refurbished/second-life products);
3.	 leasing/subscription models (PSS);
4.	 monetization of by-products and residual streams (waste as a resource).
The Organisation for Economic Co-operation and Development highlights 

cases such as FREITAG, where upcycling creates new product value from 
materials that would otherwise become waste [6]. In product-service system 
(PSS) models, revenue can also be linked to “shared savings,” where profits are 
tied to the cost reductions achieved for the client.

At the EU policy level, circularity is directly linked to building a “resilient 
and competitive Europe.” The European Commission emphasizes secondary raw 
materials and product design, implying that competitive advantage increasingly 
belongs to companies that can manage resource risks and demonstrate lifecycle 
value. For SMEs, competitive advantages stem from agility in adaptation, 
niche specialization (repair/service, local loops), transparency for B2B clients 
(traceability and quality of secondary materials), and high service standards.

However, barriers are often cultural and organizational. In a study by 
Vasileios Rizos et al., typical obstacles for SMEs include limited company 
environmental culture, lack of information, and insufficient supply-and-
demand network support [8].

Conclusions. Circular strategies are economically viable for SMEs when 
they redesign cost flows into value streams: reducing material, energy, and 
waste-related expenses; generating new revenue sources through services, 
resale, upcycling, and access-based models; and strengthening competitiveness 
through greater resilience to resource shocks.
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SERVITIZATION AS A TOOL FOR SHAPING  
A CIRCULAR BUSINESS MODEL

Introduction. The modern economy is undergoing a profound trans- 
formation driven by global environmental challenges, resource const- 


