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Executive summary 
. 

Greater spread and application of innovation in business models that reduce resource use has 
the potential to create multi-billion euro markets in the EU and overseas and bring very 
substantial environmental and economic benefits. 

The actual spread of these business models currently covers a very broad range of sectors 
including industrial production of solid goods, fluids and ingredients as well as transportation, 
construction and maintenance, agriculture and public services. 

But they have been utilised to only limited extent with a very unequal distribution between 
different countries and industries. 

The most promising benefits appear to be realised by different kinds of Product Service 
Systems (PSS). They are alternatives to the selling of products or services that offer greater 
profits. If PSS were more widely applied they could lead to greatly reduced consumption of 
energy and raw materials as well as reduced waste production. 

Case studies examined 8 successful business models to distil the factors that make them 
successful and to understand why such business models are not currently more widespread. 

These include chemical management systems, where chemical suppliers take back chemicals 
they sell – a model more widely applied in the US than in the EU and waste management co-
operation where General Motors co-operate with waste specialists to reduce waste production 
and share savings from effective waste management. There are examples where business 
model change has led to 20% reductions in waste and 65% increases in recycling – with 
corresponding financial gain. Some of these types of business models are estimated to have 
markets worth €5bn or more per year. 

The key factor for success is that the company actually have a potential in the form of either 
product capacity or knowledge that could be captured by diverting into a service market or 
taking the responsibility of the process related to the product. Key features: 

• Capturing the potential: PSS projects changes the scope of the supplier. Instead of 
focusing on the product, the deals focus on the outcome from the combination of 
product and service. This combination gives the supplier the opportunity to use their 
specialised knowledge about the use of the product to realise a potential that is not 
realised in ordinary contracts. This means that the supplier of e.g. chemicals or 
energy-consuming systems can capitalise the full capability of their product and know-
how to improve their business case and reduce prices at the same time. 
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• Incentives: All the cases are based on creating new incentives for the partners. The 
provider in many cases gains an incentive for a lifetime perspective on investments, 
and both receiver and provider get an incentive to reduce the use of material or energy 
in production and use. Both incentives bring down the operating costs. These savings 
are split through different kinds of contractual regulations to make both partners 
benefit economically. 

• Risk management: In many of these models the compensation mechanisms that the 
contract is based on are decisive for the sharing of risk. It is an additional source of 
income for the provider in these agreements to be able to handle risk better than the 
partner could do by himself. This ability to control risk is closely linked with the 
aforementioned potential and incentives leading to new and better solutions. 

The cases show, that the economic results are very positive. Many projects realise annual 
wins of 20% or more that can be split between the supplier and the customer. Customers can 
benefit from reduced prices, less hassle and a green image. PSS providers can enter new 
markets, increase profitability by obtaining a higher position in the value chain, retain 
customers, sustain a green image and fulfil future legislation. 

The spread of PSS is currently limited by several avoidable factors. These mainly relate to 
lack of knowledge, inertia in ways of working and difficulties in communicating new 
complicated business cases. Providers of product service systems sometimes need to invest in 
change whilst facing an uncertain future of policies and regulation that might - or might not - 
incentivise companies to save resources. 

Both business leaders and policy-makers can take action to seize the opportunity these 
business models offer and speed their spread. 

. 

Business leaders can find opportunities to profit from PSS models by investigating: 

• Existing technical capabilities - or knowledge that is capable of saving resources but 
which is not utilised by existing business models. 

• Possible wins that could be realised and shared in a partnership relation with 
customers and business partners. 

• Opportunities for selling outcomes, rather than products. 

• Willingness to pay for intangible value such as e.g. reputation for sustainability. 

. 

Policy-makers can support the development of PSS models by: 

• Take environmentally-friendly business models seriously as a means to achieve 
environment and innovation policy goals 

• Shaping regulation to give greater incentives for reduced resource use and lower 
unfair competition from subsidised resource use. 

• Checking existing regulation to remove blocks to the delivery of outcomes (rather than 
products) by businesses. 

• Examine the potential in their region, using knowledge of local culture and economic 
conditions to assess the drivers and barriers. 
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• Setting up non-profit organisations documenting benefits - commercial and 
environmental - and spreading knowledge about specific models 

• Secure a flow of outcome-based deals to reduce market insecurity, either through 
public purchases or through regulation of private companies. 

• Make existing networks and infrastructure accessible to companies that need them to 
make their business model operational. 

Business associations could break down barriers to uptake through the promotion of 
knowledge of PSS through business networks. 


