LABOUR
MARKET IMPACTS

OF THE CIRCULAR
ECONOMY

A briefing for social partners
on shaping the future of the
circular economy
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ACCELERATING THE TRANSITION
TO A CIRCULAR ECONOMY

The circular economy will lead to shifts in
industries and labour markets

In a circular economy, the value of products, materials
and resources is preserved for as long as possible
and waste is minimised and eventually designed

out completely.! This alters how goods and services
are produced and consumed, and consequently, the
relationship between capital and labour.?

If managed well, the adoption of circular economy
strategies could promote employment opportunities for
workers. However, jobs that contribute to the circular
economy are not inherently of better quality than other
jobs. Combining the social and the circular economy
agendas could facilitate an inclusive, just and safe labour
market.? But to do this, we need to better understand
how to support workers in areas of the labour market
facing these changes.

Large-scale adoption of circular economy strategies

is expected to initially be labour-intensive. Circularity
relies heavily on activities and services that are focused
on reusing materials and closing material cycles—
processes that require more hands than many activities
in the one-directional, linear economy. Demand will
increase for new and existing roles in labour-intensive
industries, such as services, resource management and
repair. At the same time, the transition will see declining
employment in material-intensive extractive industries,
like mining and the manufacturing of products from raw
materials.*

The adoption of the circular economy will affect jobs
in four ways:®

1. some new jobs are created,

2. some jobs are substituted by other, more circular
activities,

3. some are lost,

4. meanwhile, others are redefined as the tasks and
skills required of workers change.

Long-term planning is needed to bring workers
along in the circular economy

Circularity has the potential to strengthen local and
regional economies and jobs by creating more local and
regional closed-loop value chains.® It will also embrace
automation and new technologies, all of which will
impact jobs. Changes will be felt differently by regions
due to their different specialisation and compositions
and will not come free of challenges and risks when it
comes to decent work.” In regions and sectors where job
losses are concentrated, particularly close consideration
must be paid to the ability of workers to relocate or
transfer their skills to another line of work.

Training and long-term skills pathways will be crucial
enablers of decent labour shifts and of a just transition
to circularity. Recent studies suggest that most ‘green
jobs’ require an upskilling of the labour force, rather
than a complete reskilling and that changes in job skill
requirements can probably be met via incremental
changes to existing systems of vocational training.®
Although circular jobs differ from the concept of green
jobs, a similar pattern of change is likely to apply to both.

The covid-19 pandemic is accelerating labour
market changes

The covid-19 pandemic has contributed to mass
unemployment worldwide, with many economies
facing deep recessions. The pandemic has also
already accelerated the ongoing digital and green
transformation. This increased speed and rate of
adoption of new processes risk widening the already
present skills gap. Additionally, there is the risk that
polluting industries could turn recovery plans to
their advantage and apply pressure to have costly
environmental regulations eased.’

Stimulus packages and policies put in place to mitigate
further unemployment from the pandemic, particularly
in Europe, are increasingly adopting the circular economy
as a key instrument to ‘build back better''® The adoption
of circular economy strategies has been placed at the
centre of rolling out the Green New Deal in Europe. Only
a circular economy that is ethical and inclusive will be
suited to meet these challenges.

This brief lays out the opportunities and
challenges that come with adopting a more
circular economy, and how organised labour
and social partners can become central
actors in a just transition to circularity and in
building back better in the post-covid world.

The covid-19 pandemic has revealed our current
economic system’s vulnerability to risk and has shed
light on the urgency to protect our environment. Still,
global demand for products is expected to continue
growing, while millions of workers need new jobs or
improved working conditions. The circular economy is
challenging us to rethink and redesign for resilience not
only the production and consumption model, but also
industrial action towards greater worker participation
and better quality jobs. The circular economy can
boost resilience, but it's not a silver bullet. It will
require system thinking. Every actor in the economy,
from businesses, workers, social partners, and
governments, needs to proactively act now, starting
with social partners.

What are circular jobs?

A circular job is any occupation that directly involves
one of the elements of the circular economy or indirectly
supports such activities.

More information on the definition of circular jobs

used by Circle Economy and how they relate to circular
strategies implemented by businesses and organisations
can be found here.


https://www.circle-economy.com/circular-jobs-initiative/circular-jobs

KEY DATA & FIGURES FORECASTED JOB GAINS
& LOSSES'™

The current global economy is only 8.6% circular.
Doubling this figure by applying circular strategies
to global economies would help us reach the
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THE ROLE OF
SOCIAL PARTNERS

Social partners representing the interests of workers
and employers, such as trade and labour unions, are
key to ensuring a just transition to the circular economy.
Positioned in the centre of workers, businesses and
governments, they can:

Translate circular challenges into opportunities.

There is some uncertainty over how the circular
economy transition will impact jobs — especially

in industries where the biggest changes are
anticipated. Social partners can bring the social
dimension to the circular economy agenda: reduce
uncertainty and increase the quality of information
used in social dialogue, and instigate transformation
change by expanding climate awareness in the
workplace. They can do this by translating findings
from the latest research into practical information
for workers and businesses in specific sectors, as
well as other partners and policymakers.

Create access to training and upskilling

opportunities. The circular economy requires a
general upskilling across industries to support
labour mobility. Social partners have a key role
to play in facilitating the co-development of new
qualifications, assessment tools and training
pathways by industry and education. This can
include working closely with the vocational
education and training (VET) system and taking a
participatory approach when designing upskilling
programmes with and for workers in industries
undergoing changes.

Act as a redistributive power. Social partners can

help to ensure that workers are not negatively
impacted under green policies and that social
protection is guaranteed. This could include, for
example, ensuring that public revenue generated by
material taxes and other green economic policies
can be recycled back into the labour market, and
that large-scale temporary job retention schemes
include wage support measures.?° By steering
transparent social dialogue, social partners can also
guarantee that new policy developments include
adequate compensating policies and funding related
to skills, education and decent work.

©

Limit trade-offs between social and environmental
targets.?’ Emerging circular enterprises where

jobs will be created may not be unionised.?? This
could negatively influence working conditions,
wages and quality of jobs. Social partners’ have

an opportunity to strengthen existing collective
bargaining instruments in both declining and
growing sectors, as well as encourage unionisation
and collective agreements in emerging sectors to
ensure bargaining power and proper representation
of workers.

Connect stakeholders through social dialogue.
The trickle down from circular policies to workers
and industries is vital. Social partners can act as
intermediaries between workers and businesses,
as well as knowledge and political partners to
incentivise all actors to take a proactive role in the
transition, and raise awareness about the expected
changes in the labour market. As intermediaries,
they can identify and exploit synergies between
existing policies, and create collaboration between
actors (trade unions, companies, employer
organisations, national authorities, training centres)
to ensure a just transition that also benefits
workers.

Promote Industry 5.0. Industry 5.0 is human-
centered and balances environmental, social, and
fundamental labour rights’ dimensions.?* Social
partners can be at the forefront of supporting
industry 5.0 to adopt circular strategies and
encourage them to prioritise job quality, job
duration, health and safety and gender inequalities.

THE ROLE OF LABOUR
POWER IN THE ADOPTION OF
RENEWABLES IN GERMANY

KEY ENVIRONMENTAL ISSUES

@ Two Thirds of all GHG anthropogenic emissions

@ Pollution of air, soil, water during the operation and
construction of energy facilities

@ Land use change and waste production

TRAINING & EDUCATION NEEDS
V Upgraded skills for emergent energy markets

V Technical knowledge for application of energy
efficiency and renewable energy technologies

Germany'’s transition towards renewables has seen
extractive, material-intensive energy generation,
mainly coal- and lignite-based, being phased out.
While fossil fuel-related labour has decreased,

it is still very well organised and thus powerful.
Homogeneous fossil fuel workers’ unions have been
a source of political power and were able to take
collective action through coalitions with green
(low-carbon) counterparts, successfully preserving
the groups' interests: the preservation of jobs and
of the area’s industrial heritage. Today, some other
regions in Germany have been able to profit from
renewable energy job creation. More than 20 in
1,000 jobs in these regions were generated by the
renewable energy sector in 2015, and mining sites
are being turned into cultural venues and museums.
Read more here and here. Another example from the
UK can be found here.
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https://doi.org/10.1016/j.erss.2018.04.010
https://unevoc.unesco.org/up/Greening%20technical%20and%20vocational%20education%20and%20training_online.pdf
https://doi.org/10.1080/14747731.2018.1454673

OPPORTUNITIES &

CHALLENGES FOR THE

LABOUR MARKET

OPPORTUNITIES

CHALLENGES

Job creation

OPPORTUNITIES

CHALLENGES

Job quality

Studies consistently report that the transition will
result in a positive, yet modest, impact on the
labour market. The projected net employment
increase is about 700,000 jobs in Europe?* and
between 7 and 8 million worldwide by 2030.%
Initial job gains are predicted to be highest in
waste management and services, with extractive
industries related to nonmetallic minerals and
construction seeing the highest job losses.

Harnessing skills

The circular economy will require some new skills
alongside a general upskilling across industries.
Without skills development, investment in circular
strategies will not translate into employment
opportunities. Skills development can valorise
workers’ skills and ensure that existing skills, just
like valuable raw materials, are not wasted or lost
in the transition. Continuous and lifelong learning
is needed so that industries and workers can

keep up with new innovation and technologies.
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Circular economy strategies will redistribute
employment between sectors by stimulating
growth in labour-intensive industries that close
material cycles while reducing demand in capital-
intensive and extractive industries. As such, the
impacts of the transition will vary between regions
based on the specialisation and composition of
local economies. Moving away from a reliance on
virgin material extraction, for example, may result
in job losses in resource-reliant countries in the
Global South.

Training and proactive skills pathways will be
crucial to ensure ‘future-proof’ skill-sets and
labour mobility. The promotion of occupational
labour mobility must come with protections

to ensure flexible labour arrangements do not
make workers vulnerable. Specific underserved
groups should be targeted under skills
development programmes, such as workers in
rural communities, women, migrants and informal
workers.

With the circular economy, there is an
opportunity to restructure the labour market and
promote decent work and livelihoods, particularly
in growing and emerging industries that host

new occupations. Social partners can help ensure
investments in training are reflected in better
quality jobs and higher salaries for workers.

Jobs that contribute to the circular economy will
not inherently be of better quality. Addressing
the potential blindspots of circular business
models will be crucial to ensuringJob that they are
implemented in a fair and just manner in terms of
health and safety standards, wages and workers
representation.? For instance, improving resource
management in cities and increasing recycling
rates must come hand in hand with addressing
the health and safety, and in many regions the
informality, of workers working in this sector.?’

Business competiviness

The circular economy promotes competitiveness
across value chains, from downstream service
sectors to high-valued activities. This presents
opportunities for regions with already strong
service industries. Circular business models

also attract young and qualified workers who

see the relevance and opportunities presented
by circularity and can assist currently struggling
sectors to replace an older generation of workers
eyeing retirement.

Businesses’ competitiveness, innovative
capacity and productivity will strongly depend
on the availability of skilled workers. To remain
competitive, businesses must facilitate access to
training, reskilling and upskilling opportunities,
leveraging on the already existing knowledge
and skills of the industry they operate in.
Competitiveness will also depend on the
development and implementation of policy
measures to guarantee fair competition between
businesses that are subject to circular and green
regulations and international competitors that do
not face the same regulations.

11



KEY CONSIDERATIONS
FOR SOCIAL PARTNERS

When designing interventions and policies and steering

social dialogue, social partners should take these
additional considerations into account.

12

360 policies. Achieving the structural changes
needed for the adoption of the circular economy
will largely be driven by government policies. The
implications of future green policies for labour
markets have been extensively studied and
modelled against various scenarios. Some scenarios
highlight the high risk for workers if adequate
compensating policies related to skills and decent
work are not put in place. The OECD, for example,
estimates that—without labour markets and skills
policies to ensure an efficient and just transition to
a low-carbon economy—climate change mitigation
policies could contribute to a fall in wages.?

Addressing skills needs. Anticipating the skills
needed in the future can be difficult. On top of

this, current circular economy policies and action
plans underestimate the importance of skills to the
transition. Less than 40% of Nationally Determined
Contributions (NDCs) pledged under the Paris
Agreement include any plans for training to support
their implementation, and over 20% do not plan any
human capital related activities at all.?° Countries
where circular economy strategies are already in
place should convene the private sector and social
partners to work together on forecasting skill needs.
The use of digital platforms could be a helpful tool in
this direction (see CEDEFOP digital platform).

Digitalisation and automation. Some circular
strategies utilise ‘smart’ digital systems and

other enabling technologies. Digitalisation and
automation already constitute a major focus on
education and skills policy. Digital platforms can
be key enablers of the sharing economy but can
classify workers as self-employed or lack fair digital
taxation. This may lead to an erosion of working
conditions and unfair redistribution of profits. A
foundation of digital literacy and better collective
bargaining to guarantee worker representation are
needed to achieve a digitally-enabled workforce
that thrives in the circular economy and in a human-
centric and resilient Industry 5.0.3°

Legal barriers. Circular activities are often
cross-sectoral and interdisciplinary. Practices
like eco-design, sharing, repairing and reuse of

materials work best in a cross-sectoral setting.

This has various implications for current legal
frameworks and industrial classifications. In turn,
this complicates policies and the update of sectoral
collective agreements, as they need to break
through sectoral divisions or create new agreements
for new companies where no collective labour
agreement applies.

Mobility and labour flexibility. The mobility and
transferability of skills and workers will play an
important role as value chains and sectors undergo
changes. Reskilling and upskilling can reallocate jobs
within the same occupations in growing industries,
while professional training can help new sectors
absorb laid-off workers. Job market matching will be
crucial to understand where and how workers can
be reallocated across sectors and occupations.

Funding for skills development. Skills development
will be one of the most important enablers of a just
transition to circularity. Yet, the circular economy
has been neglected in the climate debate in terms
of government budgets. Future initiatives should
call for the coordination of both private and public
financing to promote innovation and training. The
Recovery and Resilience facility (RRF) to mitigate
the economic and social impact of the coronavirus
pandemic may constitute an important opportunity
to direct funding to education and training.?' The
European Commission's planned investments in new
European Partnerships to speed up the transition
towards a green, climate-neutral and digital Europe
is expected to mobilise additional investments in
support of the transitions and create long-term
positive impacts on employment, the environment
and society.*?

RESKILLING
CONSTRUCTION AND
MOBILITY WORKERS

KEY ENVIRONMENTAL ISSUES

@ High GHG emissions operational and
embodied in materials

@ Resource depletion due to high
consumption of raw virgin materials

Land use change, waste production and
@ pollution

TRAINING & EDUCATION NEEDS

\/ Upgraded knowledge and skills to enforce
highest environmental standards

Technical knowledge for sustainable
\/ building design and use of alternative
bio-based materials

In the construction and mobility sectors,
changes need to be supported by reskilling
workers; from new building construction to
renovation in housing, to public transport
and electric vehicles in mobility. Learning
through formal higher or vocational
education, public-private partnerships

and informal learning can all contribute

to the building of long-term ‘future-proof’
skill pathways. There will, however, be
challenges. In construction, for example, a
key challenge coordinating the promotion
of a growing market for green structures
with the generally incremental greening

of both initial vocational training (e.g.
apprenticeship programmes and university
architectural programmes) and continuing
vocational training. Read more about
retraining and reskilling workers in different
sectors here and here.

CIRCULAR POLICIES
SHAPING THE
MANUFACTURING
INDUSTRY

KEY ENVIRONMENTAL ISSUES

@ Product design with low value

@ Ways of obtaining raw materials
and resources

Resource and waste management

TRAINING & EDUCATION NEEDS

\/ Upgraded knowledge and skills to enforce
highest environmental standards

Technical knowledge for sustainable raw
\/ material collection, product development,
distribution and trade

The manufacturing industry unites

over 30 million workers in Europe and
accounts for nearly 16% of the global

GDP. Environmental regulations have

been important drivers of eco-innovation

in this sector, especially the EU Ecodesign
Directive. Revisions for this Directive

could soon establish mandatory circular
product requirements, such as durability,
reparability, upgradeability, design for
disassembly, information, and ease of reuse
and recycling (see the Ecodesign Working Plan
2016-2019).

Circular economy policies like the

Ecodesign Directive may impact prices

and preferences for different products
with, for example, products that require
more materials rising in price. In response,
businesses may change the way they make
their products and consumers may change
what they buy. The policies may also impact
businesses differently, thereby influencing
incomes and patterns of trade as some
adapt quicker than others. Read more

here and explore case studies in the motor
vehicle and other sectors here.
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https://www.cedefop.europa.eu/en/publications-and-resources/data-visualisations/skills-forecast
http://trinomics.eu/wp-content/uploads/2018/07/Impacts-of-circular-economy-on-policies-on-the-labour-market.pdf
https://www.oecd.org/els/emp/50503551.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32008L0098
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32008L0098
https://ec.europa.eu/energy/sites/ener/files/documents/com_2016_773.en_.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/com_2016_773.en_.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/com_2016_773.en_.pdf
http://trinomics.eu/wp-content/uploads/2018/07/Impacts-of-circular-economy-on-policies-on-the-labour-market.pdf

UNDERSTANDING
SKILLS NEEDS AND
THE POTENTIAL OF VET

Many studies are now forecasting the skills

and education needs for different sectors

(for example, OECD, ILO, Cedefop, EU, DG
Environment, Circle Economy). Mapping skills
needs across entire value chains is crucial

to make better use of human capital and
increase the competitiveness of industries.

In the electricity sector, an EU-funded project

to study the drivers of change, their impact

on job profiles and the diversity of education
programmes in Europe has, ultimately, identified
the role of VET as a mechanism for driving
innovation, supporting equity and closing the
skills gap. Strengthening the collaboration
between VET providers and national social
partners is also identified as a key element to
address future challenges of the labour market.
Read the study here and discover more about
VET in the circular economy here. Another
example from the UK can be found here.
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LOOKING BEYOND
THE USUAL SUSPECTS:
THE TOURISM INDUSTRY

Travel and tourism also have an important
role to play in the circular economy. As
acknowledged by the World Tourism
Organization (WTO), the covid-19 crisis—
alongside megatrends such as digitalisation,
overtourism, environmental and social
impacts—has cast doubts on the linear,
growth-based model of the tourism

sector. Circular economy concepts allow

the tourism sector to also benefit from
shared circular value creation and value
capture within relevant local value chains,
positively contributing to developing human
capabilities to achieve fair and inclusive
societies translating into attractive places to

work, live and visit. Read more here and here.

TAKE ACTION

Circle Economy is actively strengthening evidence on
the shift in and demand for jobs and skills in a circular
economy. The Circular Jobs Monitor is a free online tool
that gathers, displays, and tracks the number of and
range of jobs that are part of the circular economy. It
provides policymakers, economists and social partners
with insights into the relationship between jobs and
the circular economy. These can facilitate the design of
evidence-based strategies for promoting the circular
economy and decent work opportunities, as well as
provide a benchmark of current circular activity against
which to monitor future progress.

Would you like to help us grow the Circular Jobs Monitor?
There are various ways to collaborate with us and we
value all contributions. Get in touch today to explore
adding a new region or country to the monitor, or other
opportunities for collaboration.

CONTACT

To learn more about circular jobs, and explore
the activities and resources available via
Circle Economy's Circular Jobs Initiative, sign
up for our newsletter or get in touch with our
team.

( GET IN TOUCH )
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https://www.circle-economy.com/circular-jobs-initiative/monitor
mailto:mailto:info%40circle-economy.com?subject=Collaboration%20Circular%20Jobs%20Monitor%20request
https://circle-economy.us6.list-manage.com/subscribe?u=7d5098e1bd0fc695690cc8cfb&id=d023026741
https://circle-economy.us6.list-manage.com/subscribe?u=7d5098e1bd0fc695690cc8cfb&id=d023026741
https://www.unwto.org/covid-19-oneplanet-responsible-recovery-initiatives/circular-economy-in-travel-and-tourism-a-conceptual-framework-for-a-sustainable-resilient-and-future-proof-industry-transition
https://www.oneplanetnetwork.org/resource/circular-economy-travel-and-tourism-white-paper
http://www3.weforum.org/docs/WEF_Future_of_Jobs_2020.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---ifp_skills/documents/publication/wcms_709121.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Green_skills_and_environmental_awareness_in_vocational_education_and_training_CEDEFOP.pdf
https://ec.europa.eu/transparency/regdoc/rep/1/2014/EN/1-2014-446-EN-F1-1.Pdf
https://ec.europa.eu/environment/enveco/circular_economy/pdf/studies/Annexes.pdf
https://ec.europa.eu/environment/enveco/circular_economy/pdf/studies/Annexes.pdf
https://assets.website-files.com/5d26d80e8836af2d12ed1269/5e6897dafe8092a5a678a16e_202003010%20-%20J%26S%20in%20the%20circular%20economy%20report%20-%20297x210.pdf
https://www.epsu.org//sites/default/files/article/files/REPORT%20VET%20ELECTRICITY.pdf
https://www.circle-economy.com/circular-jobs-initiative/resources
https://doi.org/10.1080/14747731.2018.1454673
https://www.circle-economy.com/contact
https://www.circle-economy.com/contact
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