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Abstract 


Since the industrial revolution, the lifestyle industry has been dominated by the linear economy 
 model. Organizations within the industry have previously experienced great revenue streams 
 with  a  linear  production,  but  this  production  pattern  have  consequently  resulted  in  climate 
 change and resource depletion. However, organizations and consumers are currently becoming 
 more  interested  in  preserving  the  environment.  Therefore  organizations  increasingly  aim  at 
 replacing  the  linear  business  model  with  circular  business  models,  hereunder  take-back 
 systems. In this transition, organizations are doubting whether they will be able to experience 
 economic growth and competitive advantage with a take-back system. The conducted research 
 will  examine  how  organizations  in  the  lifestyle  industry  can  create  economic  growth  and 
 competitive advantage with a take-back system.  


In  this  thesis,  we  have  used  qualitative  interviews  to  investigate  the  most  prominent  and 
 repeating strengths, weaknesses, opportunities and threats regarding take-back systems in the 
 lifestyle industry. These findings have been used to conduct a TOWS matrix, which presents 
 four strategies for organizations to use, in order to create economic growth and competitive 
 advantage with a take-back system.  


The strategies show that organizations can create economic growth and competitive advantage 
by creating transparency through blockchain, targeting the right customer segment, creating 
partnerships  and  collaboration  and  being  inspired  by  take-back  first  movers.  However,  we 
propose that organizations combine a short-term and a long-term strategy in order to create 
economic growth and competitive advantage now, as well as in the future. Thus, organizations 
should  target  the  right  customer  segment  through  experimentation  and  share  knowledge 
regarding  take-back  systems  in  order  to  normalize  take-back  products  and  solutions  in  the 
lifestyle industry.   
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Introduction 


Today, the term sustainability is frequently used in our society and is a great global topic for 
 discussion, particularly in the lifestyle and design industry. The Brundtland Report (1987) by 
 the  United  Nations  defines  sustainability  as  the “development  that  meets  the  needs  of  the 
 present  without  compromising  the  ability  of  future  generations  to  meet  their  own  needs” 


(United  Nations,  1987,  p.  15).  Thus,  in  order  to  ensure  economic  development  without 
 compromising on depletion of natural resources and climate change, critical action is needed, 
 and  it  must  be  taken  by  different  stakeholders.  The  following  introduction  will  present  the 
 tension between sustainability, hereunder circular business models and take-back systems and 
 the ability to create economic growth and competitive advantage. The tension will be explored 
 based on prominent stakeholders such as the United Nations, sustainability experts as well as 
 the sustainable first movers: IKEA, HolmrisB8, and Ganni.  


The lifestyle industry is constituted by fashion and furniture organizations, who highly have 
 the fact in common that they must meet consumers’ demand. Furthermore, the two industries 
 are  commonly  known  to  inspire  each  other.  Therefore,  it  is  natural  to  combine  the  two 
 industries by the generic term the lifestyle industry. The lifestyle industry is responsible for 
 continuously  using  the  ever-increasing  amounts  of  natural  resources  in  order  to  support  its 
 economic activity (United Nations, 2019). According to the Sustainable Development Goals 
 Report 2019, the global material footprint is increasing at a faster rate than both population and 
 economic  output.  Material  footprint  is  the  amount  of  raw  materials  extracted  to  meet  final 
 consumption  demands,  and  it  is  one  of  the  indications  of  the  pressures  placed  on  the 
 environment to support economic growth and to satisfy the material needs of people (Ibid, p. 


46). The global material footprint rose from 43 billion metric tons in 1990 to 54 billion in 2000, 
 and 92 billion in 2017 – an increase of 70% since 2000, and 113% since 1990 (Ibid, p. 46). 


These numbers therefore indicate a massive increase in the global material footprint, which 
 according to the United Nations is an unsustainable development (United Nations, 1987).  


In order to counteract this unsustainable development, the United Nations has created the 2030 
agenda  for  sustainable  development,  which  is  a  plan  of  actions  for  people,  the  planet  and 
prosperity (United Nations, 2015). The agenda presents the Sustainable Development Goals 
(SDGs) that seek to balance the three dimensions of sustainable development: economic, social 
and environmental and can therefore be determined as the blueprints in order to achieve a better 



(7)and more sustainable future for the world (Ibid). The SDGs encourage organizations to replace 
 the linear business model with a circular business model in order to pay more attention to the 
 climate  and  to  the  few  natural  resources.  Organizations  are  therefore  encouraged  to  frame 
 decisions around their products and services to ensure that they will have longer life cycles, 
 instead of primarily being driven by the profit or loss. 


The lifestyle industry is one of the most polluting industries in the world, hence fashion and 
 furniture organizations need to change their design strategies and business models in order to 
 meet  the  SGDs  and  thereby  become  more  sustainable  in  the  future.  Three  SDG  goals  are 
 particularly  relevant  to  the  lifestyle  industry.  These  are  the  12th goal  for  Responsible 
 Consumption  and  Production,  the  13th  goal  concerning  Climate  Action  and  the  17th goal 
 concerning Partnerships (United Nations, 2020). However, living up to these goals and hereby 
 implementing  a  circular  business  model  may,  for  several  reasons,  be  a  challenge  for 
 organizations in the lifestyle industry.  


One  challenge  that  organizations  currently  face  is  the  lack  of  ability  to  obtain  the  needed 
 knowledge  to  implement  circular  business  models.  Many  organizations,  both  globally  and 
 nationally,  face  the  challenge  of  transitioning  to  a  circular  business  model  due  to  existing 
 networks,  cultures,  and  shared  knowledge  being  based  on  linear  business  collaborations 
 (Guldmann,  2016).  Consequently,  well  established  organizations  do  not  often  possess  the 
 knowledge needed to transition to a circular business model and can not furthermore obtain 
 this knowledge from their current network. The United Nations (2020) emphasizes that in order 
 to  change  the  current  design  strategies  and  to  make  organizations  willing  to  adapt  circular 
 business models, partnerships between government, the private sector and citizens are needed. 


Partnerships  are  built  upon  principles  and  values  that  comprise  a  shared  vision  and  shared 
 goals, where people and the planet are at the center and it has to be carried out on a global, 
 regional, national and local level (United Nations, 2020). This therefore presents the tension 
 between the adoption of circular business models and sustainable knowledge sharing, as a great 
 challenge in the current transition to circular business models.  


Another great challenge regarding the transition to a circular economy model is the potential 
increase of materials’ cost and quality for the organization. The current business models within 
the  lifestyle  industry  organizations  are  mainly  based  on  the  linear  economy  principle  take-
make-dispose (Ellen MacArthur Foundation, 2013), aiming to lower material cost, oftentimes 



(8)compromising on their quality. Poor quality of the materials consequently leads to shortened 
 product’s life cycles, and thus its rapid disposal. This model, according to Ellen MacArthur 
 Foundation  (2013)  has  been  used  the  most  since  the  Industrial  Revolution.  Due  to  steadily 
 declining  resource  prices  throughout  the  past  century,  those  relative  to  labor  costs, 
 organizations  operating  with  this  linear  model  have  experienced  great  economic  growth. 


Consequently, it has not been a priority for organizations to reuse materials, given the ease of 
 buying new materials as well as its low prices. Today, as nature resources are depleting, such 
 business  strategies  do  not  work  anymore,  according  Arne  Remmen,  Professor  at  Aalborg 
 University, and a change towards circular solutions is needed: 


“So far, the business models have been based on consumption and then thrown away. 


Today, you should design the products in the way that they are built up in modules and 
 can be taken apart and used for repairs and replacement. The focus should be on what 
 creates value and the extension of a product’s life cycle” (Lifestyle & Design Cluster, 
 2018, p. 22).  


The discussed linear design approach results in a negative impact on nature’s scarce resources. 


When materials in this system end up in the landfill, the resources become eliminated from the 
 production system and their value is lost. Thus, it is necessary to change the design strategy for 
 short term lifestyle products and their production system in order to preserve nature’s scarce 
 resources. Considering that most organizations are cost conscious and are expected to maintain 
 economic  growth,  costs  associated  with  the  change  of  design  strategies  to  adopt  circular 
 business models and simultaneously live up to SDGs affect an organization's willingness to 
 partake in the transition towards circular economy. 


However,  The  Ellen  MacArthur  Foundation  (2013)  points  out  that  as  the  population  of  the 
 world grows, prices of new materials increase, and landfilling becomes more expensive, thus 
 a  circular  economy  model  can,  on  contrary,  be  financially  beneficial  for  organizations. 


Furthermore, progress in technology as well as material science is resulting in more reusable 
and longer-lasting designs, which matches well with a circular economy model (Ibid). In the 
lifestyle industry, first movers such as IKEA, Ganni, and HolmrisB8 are great contributors to 
this progress and furthermore illustrate an implementation of circular business models already.  



(9)On  a  global  scale,  IKEA  is  the  biggest  home-furnishing  brand,  hence  they  have  great 
 possibilities to affect the lifestyle and design industries throughout the world. Since IKEA has 
 experienced an increasing customer demand for both affordable and sustainable products, they 
 have  chosen  to  transition  from  a  linear  business  model  to  a  circular  business  model  (IKEA 
 Sustainability Report, 2019). Although IKEA is a big company, they have also experienced 
 startup  challenges  in  relation  to  the  transition  towards  circularity.  In  relation  to  the 
 implementation of a circular business model, IKEA have been challenged to change their way 
 of developing products, their supply chain, and how they source materials. IKEA’s goal is to 
 give their future products and materials a longer life through the following four circular loops: 


reuse,  refurbishment  (including  repair),  remanufacturing,  and  recycling.  In  order  for  the 
 transition  to  succeed,  IKEA  has  emphasized  their  need  to  focus  on  innovation  and 
 development. As IKEA states: “There is no blueprint for this type of transformation. We are 
 learning and developing as we go” (Newsroom.IKEA, 2019). Whilst IKEA emphasizes that if 
 stakeholders are encouraged and given the flexibility to explore and improve, then there are 
 great economic and environmental opportunities in circular business models.  


Looking at the Danish market, HolmrisB8 is a national first mover regarding circular business 
models, due to their innovative and successful implementation. By using a take-back system, 
HolmrisB8 have established procedures relating to resale, donations, and sustainable disposal 
since 2015 and they firmly believe that the implementation of a circular business model is a 
necessity  for  any  serious  and  well-established  company  (HolmrisB8,  2020).  HolmrisB8 
furthermore  emphasizes  the  advantages  of  working  with  the  SDGs,  since  they  believe  that 
organizations  will  benefit  from  making  a  sustainable  transition.  Firstly,  they  confirm  the 
economic  benefit  of  circular  business  models  by  underlining  its  competitive  advantage, 
especially  that  customers  demand  circularity.  Secondly,  employees  also  wish  to  work  for 
organizations, who put circularity on their agenda. HolmrisB8 furthermore emphasizes that if 
organizations want to attract well educated employees, they must follow a sustainable agenda 
according to the SDGs (Høgh, 2020). Finally, HolmrisB8 experiences an increasing political 
focus  on  sustainability  and  circular  business  models,  which  they  predict  to  become  even 
stronger. By starting implementing sustainable business initiatives already, organizations will 
not experience regulations as a sudden threat for their business. The above have presented great 
benefits  of  transitioning  to  a  circular  business  model,  although  HolmrisB8  also  recognizes 
possible  economic  threats.  The  main  one,  according  to  HolmrisB8  (2020),  is  the  fact  that 



(10)financial benefits may not be present in the short term. Thus, HolmrisB8 acknowledges the 
 tension between sustainability and economy on a company level.  


When looking into the fashion industry, Ganni is an interesting organization to research upon. 


Ganni  is  a  Danish  fashion  brand,  who  is  a  first  mover  in  take-back  systems.  Ganni  strives 
 towards becoming more sustainable and tries doing better every day, which is emphasized in 
 their current Responsibility Report (2019). “Let me start off by saying, we don’t identify as a 
 sustainable  brand,  we  have  never,  and  we  don’t  know  if  fashion  consumption  can  ever  be 
 sustainable, but we go to work everyday and try to do better”, says Nicolaj Reffstrup, Founder 
 of  Ganni  (Ganni  Responsibility  Report,  2019).  Nicolaj  hereby  indicates  that  even  though 
 fashion  may  never  be  fully  sustainable,  Ganni  still  strives  towards  minimizing  their 
 environmental impact. Ganni furthermore states in their Responsibility Report (2019) that they 
 want to take action and contribute to a more sustainable production, hence Ganni is moving 
 away  from  the  linear  model  of  production  and  consumption,  also  known  as  the  take-make-
 dispose  model.  Ganni  is  thus  currently  transitioning  towards  circular  business  models  by 
 focusing  on  the  design  state  of  their  products  and  by  implementing  innovative  and  circular 
 solutions such as upcycling and take-back schemes.  


Firstly, Ganni has adapted to circular business models by working with upcycling, which the 
 2019 pop-up Double Love Kiosk during Copenhagen fashion week of 355 featured upcycled 
 garments  and  accessories,  as  well  as  200  rugs  made  of  upcycled  deadstock  fabrics.  Ganni 
 additionally strives towards upcycling 100% of cotton deadstock into furniture or interiors by 
 2022 (Ibid). A second example of their implementation of circular business models, is their 
 newly  launched  rental  platform  GANNI  REPEAT  in  2019,  which  is  one  of  the  first  rental 
 concepts  of  clothes  in  Denmark.  The  aim  of  the  rental  concept  is  to  change  consumer 
 behaviour, work towards reducing production excess and to extend the lifecycle and longevity 
 of  their  clothes  (Ibid).  As  the  above  shows,  Ganni  is  currently  implementing  interesting 
 circularity actions in order to reduce their environmental impact. Although, Ganni emphasizes 
 that the current technology and infrastructure of circular business models “[...] is not where it 
 needs to be to make this a sustainable solution” (Ibid).  



Problem formulation and research question 


As the introduction has shown, leading and innovative organizations are currently transitioning 
to circular business models. Examples have shown that great initiatives are being implemented 



(11)and  that  it  is  believed  by  the  respective  organizations  that  this  shift  is  for  the  greater  good. 


Although, it is undisputed that a transition to circular business models will benefit the industry 
 and contribute to a better environment, many organizations are still questioning whether it will 
 have a negative impact on their economic growth. Additionally, organizations question whether 
 they possess the needed knowledge in order to make this transition or how they may obtain it. 


Leading  players  in  the  industry,  such  as  IKEA,  HolmrisB8,  and  Ganni,  possess  great 
 knowledge  and  economic  resources,  but  startups  and  smaller  organizations  may  question  if 
 their  economic  situation  and  scale  of  production  will  benefit  from  the  transition.  Thus,  the 
 following research paper seeks to address how organizations in the lifestyle industry can create 
 economic  growth  and  competitive  advantage  from  the  business  perspective  with  circular 
 business models. This is be done based on the following research question:  


How can organizations within the lifestyle industry use take-back systems as a circular 
 business model to create competitive advantage and economic growth?  


It also contributes to the current theory of circular business models and take-back systems by 
 providing  a  perspective  on  the  Danish  lifestyle  industry.  Lastly,  it  seeks  to  contribute  with 
 concrete suggestions to organizations in the lifestyle industry on how to experience economic 
 growth and competitive advantage within a circular system. 



Background 



Environmental changes and issues 


Since the industrialization in 1850 in the United Kingdom, many opportunities for humankind 
 and our society have been brought along including improved food production, infrastructure, 
 increased  opportunities  for  ecotourism,  better  and  more  efficient  conservation  and  use  of 
 resources, and others (Mgbemene, 2011). The above mentioned opportunities are all measures 
 to indicate the success of a nation, thus industrialization has previously been considered to be 
 the key to both wealth and a better living. However, the increased wealth and living standards 
 have consequently led to environmental issues and related climate changes (Ibid), which the 
 following will elaborate.  


  



(12)Carbon  dioxide  is  released  into  the  atmosphere  by  natural  processes,  although  increased 
 evidence shows that human activity is the main contributor to the imbalance of the natural cycle 
 of the greenhouse effect and the processes related hereto today. The current burning of fossil 
 fuels  releases  carbon  dioxide  into  the  atmosphere  to  an  extent  that  natural  fluxes  of  carbon 
 through the earth’s systems have not experienced before (Ibid). During processes of heating, 
 cooking,  manufacturing,  burning  fuels  for  transportation,  mining  coal  and  others  carbon 
 dioxide is released in a quantity, which is bigger than the quantity naturally removed through 
 the sedimentation of carbon. Methane gas is additionally a pollutant, which concentration in 
 the atmosphere is increasing. This is due to coal mining, decomposition of organic waste in 
 landfills, and agriculture. Consequently, these industrial processes cause increased pollution of 
 the atmosphere leading to environmental changes, which is currently a global issue (Ibid).  


Scientists have proved that the above mentioned use of fossil fuels and increased pollution of 
 the atmosphere have a harmful and long-term impact on the environment (Sillanpää & Ncibi, 
 2019).  Rockström  et  al.  (2009)  have  attempted  to  classify  the  impact  humans  have  on  the 
 ecosystem  by  introducing  the  concept  of  Planetary  Boundaries  (Sariatli,  2017).  These 
 boundaries refer to key environmental thresholds that can change the current ecosystem, if they 
 are exceeded. The latest research on the Planetary Boundaries has claimed that four out of the 
 nine  boundaries  are  already  crossed  (Steffen  et  al.,  2015).  Firstly,  the  climate  has  changed. 


Secondly, the biosphere has lost its integrity. Furthermore, the land-system has been altered, 
 and  lastly  it  is  observed,  that  the  biogeochemical  cycles  have  been  corrupted  (Sillanpää  & 


Ncibi, 2019). Additionally, the Ellen MacArthur Foundation has stated that 15 out of the 24 
 ecosystem services that have been recognized to support human wellbeing are currently used 
 unsustainably or are depleted (Ibid). Based on the above mentioned facts, Steffen et al. (2015) 
 argue that the environmental conditions of the world are no longer in a stable condition and no 
 longer  slowly  evolving.  The  new  era  of  the  world,  caused  by  industrialized  activities 
 implemented by mankind, is facing dramatic and abrupt deviations of the environment (Ibid). 



Introduction to linear economy and the linear business model 
  

Since  the  climate  change  issue  has  been  acknowledged,  the  current  consumption  and 
production practices are relevant to be questioned. Greenhouse gas emissions from the use of 
fossil  fuels  as  well  as  waste  sent  to  landfills  are  two  global  problems  that  are  increasingly 
receiving attention today due to its impact on the environment and its linkage to linear business 



(13)models. The following will introduce the linear economy and the linear business model, the 
 belonging consumption and production terms and the resulting problems. 


  


Jeremy Rifkin (2011), an economic and social theorist, emphasizes that the way of making, 
 powering and moving the economic life up to this day is still based on technologies from the 
 industrial era. Fossil fuels are the base of the current prevailing economic model, which results 
 in increasing emissions of greenhouse gas into the atmosphere.  A problem receiving increased 
 attention  besides  the  emission  of  greenhouse  gasses  is  the  waste  sent  to  landfills.  Waste  is 
 considered a byproduct of the current production patterns as well as the consumptions model, 
 which the Ellen MacArthur Foundation (2013) explains to be caused by the linear economic 
 model. As illustrated in the linear economy model visualized in Figure 1 below; raw materials 
 are  firstly  extracted,  then  goods  are  manufactured,  hereafter  sold  to  retailers,  and  lastly 
 discarded as waste by a consumer. 


Figure 1: The linear economy model (Ellen MacArthur Foundation, 2013). 


  


“Cradle-to-grave” is another term used to illustrate the inadequacy of the current production 
patterns and practices, which is described by McDonough and Braungart (2002). They explain 
the problematic practices of the linear economy model to consist of a transformation of natural 
resources of value into raw materials, which are used in the production for manufacturing goods 
for  sale.  The  ultimate  fate  of  the  goods  is  the  abandonment  to  landfills  as  waste,  which  is 
illustrated in Figure 2 below. 



(14)Figure 2: Cradle-to-grave model (c2cshop, 2020) 


The  cradle-to-grave  design  is  currently  the  dominant  type  of  modern  manufacturing,  which 
 results in large amounts of waste worldwide. Just in the process of producing durable goods in 
 the  United  States  90%  of  the  materials  extracted  become  waste  almost  immediately  (Ibid). 


However, in order to obtain an understanding of why this has become the dominant type of 
 consumption and production, it is relevant to examine its origins. 


  


The Industrial Revolution has been identified as the origin of the linear production practices by 
the consulting agency McKinsey (2016). In the Industrial Revolution the production capacity 
increased  while  the  production  costs  simultaneously  decreased,  which  resulted  in  a  larger 
amount of produced goods (Ibid). McDonough and Braungart (2002) have also stated that the 
Industrial  Revolution  is  the  origin  of  the  linear  economy  model  although  adding  that  this 
consumption and production pattern was not planned. Due to a period of fast change, actors in 
the  Industrial  Revolution  wanted  to  seize  the  new  opportunities  of  making  money  by 
maximizing their production and sale of goods (Ibid). This model, which later became known 
as the make-use-dispose model, has since the Industrial Revolution consequently led to great 
economic  growth  for  both  national  economies  and  organizations.  After  the  Industrial 
Revolution, organizations were able to sell larger quantities of cheap goods at a faster pace, 
which influenced their economic growth (Way, Kai, Ho, and Kan, 2016). 



(15)The  Ellen  MacArthur  Foundation  (2013)  further  adds  that  the  roots  of  the  linear  economy 
 model  come  from  the  historically  uneven  distribution  of  wealth  by  geographic  region.  The 
 combination  of  a  concentration  of  consumers  with  most  resources  in  the  most  developed 
 regions and material inputs sourced from the global arena resulted in an abundance of cheap 
 material resources compared to the cost of human labor. This arrangement resulted in producers 
 being motivated to use a business model that highly relied on extensive use of materials and on 
 the  other  hand  economized  on  the  human  work  (Ibid).  In  short,  the  MacArthur  Foundation 
 observed that the linear economy is governed by the principle of producing more products from 
 the cheapest resources available and with a short lifespan in order to be able to produce the 
 biggest  quantity  possible  (Ibid).  Reusing  and  recycling  is  therefore  not  a  part  of  the  linear 
 economy model (Furkan, 2017). 


  


As  both  McKinsey  (2016)  and  the  MacArthur  Foundation  (2013)  have  observed,  the  linear 
 model is currently the mainstream production and consumption pattern, but how did it obtain 
 this status? With the Industrial Revolution the distribution of goods became greater and cheaper 
 as ever experienced. As a result, the working class with little time and money at hand found 
 the linear model more convenient and affordable (Ibid). Simultaneously the organizations that 
 produced the cheap goods in abundance expected consumers to dispose of the goods after a 
 short period of time and purchase new goods (McKinsey, 2016). Consequently, the companies 
 hereby created a motivation to produce goods of low quality that are easily breakable and to 
 adopt business models, which aim at maximizing the quantity of produced and sold goods. 


  


As  the  above  has  shown  the,  Industrial  Revolution  has  had  a  great  impact  on  the  linear 
 economic model. The combination of advantages the model created for both companies and 
 consumers have led to its expansion and consequently an overall economic growth. However, 
 attention is currently brought on the environmental consequences the linear economic model 
 has  caused,  which  makes  a  reconsideration  of  these  production  and  consumption  patterns 
 important. The following sections will look at new models emerging from this notion. 



Circular economy 


Given  the  warning  signs  in  relation  to  the  climate  changes  as  a  consequence  of  the  linear 
economy, an awareness has been brought to whether these practices can be continued. New 
ideas of a more sustainable and environmentally friendly production and consumption pattern 



(16)have  emerged,  which  consequently  led  to  the  development  of  the  circular  economy  model 
 known  today.  The  following  will  present  and  analyze  the  circular  economy  model  as  an 
 alternative to the linear economy model, its roots, as well as examples of both the emerging 
 opportunities and practical applications in relation to this shift.  



Defining circular economy  


The circular consumption and production model has gained popularity in recent years as an 
 alternative to the linear economy model. As the linear economy model has shown, waste and 
 emissions are the results of the linear way of producing goods, which the circular economy 
 model eliminates. The Ellen Macarthur Foundation (2012) that was established in 2010 is a 
 foundation working to promote the shift towards circular economy. Although there exist many 
 definitions of circular economy, this Foundation has cited the most common definition: 


A circular economy is an industrial system that is restorative or regenerative by 
 intention and design. It replaces the ‘end-of-life’ concept with restoration, shifts 
 towards the use of renewable energy, eliminates the use of toxic chemicals, which 
 impair reuse, and aims for the elimination of waste through the superior design of 
 materials, products, systems, and, within this, business models. (Ellen MacArthur 
 Foundation, 2012, p. 7) 


As explained above, the circular economy (CE) is presented as a framework for an economy, 
 which  is  regenerative  and  restorative  by  design.  In  contrast  to  the  broadly  used  take-make-
 waste  industrial  model,  referred  to  as  the  linear  economy,  the  circular  economy  wants  to 
 redefine  growth  by  focusing  on  positive  society-wide  benefits.  This  entails  a  gradual 
 decoupling  of  economic  activity  from  the  consumption  of  finite  resources  and  additionally 
 finds ways to design waste out of the system. By transitioning to renewable energy sources, the 
 CE model hereby builds natural, social, and economic capital based on the following principles 
 (The Ellen MacArthur Foundation, 2017): 


1.   Design out waste and pollution 
2.   Keep products and materials in use 
3.   Regenerate natural systems 



(17)The three principles are a part of the system diagram illustrated in figure 2 below, which shows 
 the  continuous  flow  of  technical  and  biological  materials  through  the  so  called  “Butterfly 
 Diagram”. 


Figure 3: Butterfly Diagram (IDEO and Ellen MacArthur Foundation, 2016) 


It can be seen in figure 3 above that in circular economy the economic activity aims at building 
 and  rebuilding  the  overall  system  health.  Circular  economy,  in  contrast  to  linear  economy, 
 recognizes the importance of an economy that works effectively in every scale: small and large 
 businesses, globally and locally, as well as for both individuals and organizations. A transition 
 to circular economy does therefore not only mean a reduction of negative impacts caused by 
 the linear economy, but also represents a shift that can generate economic opportunities and 
 create societal as well as environmental benefits (Ellen MacArthur Foundation, 2013). 


Furthermore, it can be observed in the figure above that it distinguishes between technical and 
biological  cycles.  The  right  side  represents  the  technical  cycles,  which  aim  to  recover  and 
restore  products,  materials,  and  components,  and  makes  this  cycle  relevant  to  our  further 
research and analysis. The strategies used in this cycle are reuse, repair, remanufacturing, and 
recycling,  which  illustrate  the  creation  of technical  nutrients caused  by  consumption  and 
production  outputs  that  re-enters  the  process.  On  the  biological  side  of  the  value  circle,  the 
outputs  also  re-enter  the  process,  but  as biological  nutrients.  The  figure  contains  different 



(18)cycles marked by arrows, which the following will elaborate, starting with the technical side. 


The Ellen MacArthur Foundation and IDEO furthermore emphasize that the inner loops are 
 more preferable, since these are more efficient in relation to energy and labor (Ibid). The outer 
 arrow  represents  the recycle  loop, which  is  recycling  product  components  in  order  to  bring 
 them back in the production and consumption process. The more preferable inner loops are the 
 remanufacturing loop, reusing loop, and maintenance loop. Remanufacturing stands for the 
 process of restoring a product though fixing. Reusing refers to several customers utilizing the 
 same product and lastly the inner circle refers to maintenance, meaning prolonging the useful 
 life of a product by treating it with care and possibly reparation.  


  


The left side of the Butterfly Diagram represents the biological loops, which involve re-looping 
 of biological materials. The purpose of this loop is to ultimately bring the biological materials 
 back into nature, which can be done in different ways. The outer loop represents the extracting 
 of energy from bio-waste, which is done by chemical processes. As in the technical cycle, this 
 outer  loop  is  the  least  preferable  loop  compared  to  the  inner  ones  (Ibid).  The  second  loop 
 represents the option for biological outputs to be used in the production cycle as fertilizers for 
 agriculture. The last loop, which is the inner loop, refers to cascades and finding an alternative 
 way to use biological materials in the current states of the materials. The Butterfly diagram has 
 hereby shown that all materials in a circular economy are kept in a continuous loop and nothing 
 is going to landfills.  


As the above has shown, there is a great difference between the linear model and the circular 
 model. While the linear model represents the extraction of materials and production of waste, 
 the  circular  model  aims  at  reducing  and  minimizing  material  extraction  by  maintaining 
 materials through a closed technical loop. The circular model simultaneously aims at utilizing 
 the  biological  materials  at  their  maximum  value,  which  can  be  done  by  keeping  them 
 circulating  in  the  loop  through  cascades  until  finally  converted  into  energy  and  nutrients. 


Unlike the linear model, nothing therefore goes to landfills in the circular model as well as no 
 emissions are produced, as only renewable energy resources are employed (Ellen MacArthur 
 Foundation, 2013; McDonough & Braungart, 2002; McKinsey, 2016; Rifkin, 2011). 


Recycling, remanufacturing, and reuse are a part of the transformative process in the circular 
economy model, which does not extract raw materials. The circular economy model is therefore 



(19)depending on technical materials, which come from linear processes. This results in no new 
 technical materials being produced in the process as well as no materials coming out. Thus, all 
 materials  are  kept  in  use,  which  therefore  makes  the  circular  model  a  possible  end-state  of 
 linear practices (Figure 3).  



Theoretical framework



Circular Economy Implementation strategies 


Circular economy (CE) is a general term for reducing, reusing and recycling activities. Thus, 
 the  value  of  products,  materials  and  resources  is  maintained  in  the  economy  for  as  long  as 
 possible and the generation of waste is minimized. However, working with CE can be done in 
 several  ways,  hence  there  are  different  circular  economy  implementation  strategies  that 
 organizations make use of in an implementation of circular business models.  According to 
 Kalmykova  et  al.  (2018)  there  are  9  different  parts  within  a  circular  economy  value  chain 
 namely:  1.  Materials  Sourcing,  2.  Design,  3.  Manufacturing,  4.  Distribution  &  Sales,  5. 


Consumption  and  Use,  6.  Collection  and  Disposal,  7.  Recycling  and  Recovery,  8. 


Remanufacturing and 9. Circular inputs. Different strategies are used respectively in each part 
of  the  value  chain  and  constitute  in  total  35  from  theoretical  approaches  in  literature.  The 
Database is proposed as a basis for designing CE implementation by actors on a system scale 
(NGOs, sector associations and policy makers) and by actors managing a value chain or a part 
of a value chain. (Kalmykova et al., 2018) The following will present Kalmykova et al (2018) 
framework of the nine different parts in the circular economy value chain.  



(20)Figure 4: Resource flows through a value chain in a circular economy (Kalmykova 2018) 


Material sourcing 


There are seven different strategies that can be used in order to implement CE in the material 
 sourcing.    This  includes  Life  Cycle  Assessment  (LCA),  taxations  and  material  substitution. 


LCA is a structured comprehensive and internationally standardized method that quantifies all 
 relevant emissions and resources consumed and the related environmental and health impacts 
 and resource depletion issues that are associated with any goods or services. Taxations includes 
 Taxes  on  technologies,  products  and  inputs  that  are  associated  with  negative  externalities. 


Material substitution replaces materials for the more abundant/renewable in order to make the 
 production process more resilient to price fluctuations and resource scarcity (Ibid). 


Design 


There are five different strategies that an organization can use in order to implement CE into 
 their  design,  examples  of  this  include  customization  and  design  for  disassembly.  


Customization  is  products  that  are  tailor-made  in  order  to  meet  the  consumer’s  needs  and 
 preferences.  It  can  therefore  contribute  to  reducing  waste  and  prevent  overproduction. 


Consumers who are satisfied with the products return to the manufacturer in order to extend 
the service life of the products and keep their preferred features. Design for disassembly is a 
design that considers the need to disassemble products for repair, refurbishment or recycling 
(Ibid).  



(21)Manufacturing 


There  are  three  different  strategies  that  can  be  used  in  order  to  implement  CE  in  the 
 manufacturing process. This includes, for instance, Energy efficiency, Material productivity, 
 and Reproducible and adaptable manufacturing.  


Energy efficiency provides the required services but with reduced energy input and it can be 
 achieved by reduced consumption and energy efficient processes. Material productivity can be 
 carried  out  on  different  levels.  At  the  company  level,  the  amount  of  economic  value  is 
 generated by a unit of material input or material consumption. On the economy-wide level it 
 involves  the  overall  GDP  per  material  input/consumption.  Reproducible  and  adaptable 
 manufacturing is a transparent and scalable production technology that can be emulated at other 
 places using indigenously available resources and skills (Ibid).  


Distribution and sales 


There are two different strategies to use in order to implement CE in the distribution and sales 
 channels, which are optimized packaging design and redistribute and resell.  


Optimized packaging design is an efficient packaging design strategy that abides by regulations 
 and  utilizes  end-of-life  of  packaging  material. Redistribution  and  resale is  a  strategy  that 
 extends the product life by secondhand use. By doing this, the number of products that serve 
 the same purpose can therefore be minimized and produced in a reduced amount. Moreover, 
 the complete products or their components can be re-sold over and over again (Ibid). 


Consumption and use 


There are nine different strategies to use in order to implement CE in consumption and use. 


Examples of such strategy includes product as a service and product labelling.  


Product  as  a  service concerns  the  ownership  of  the  product  resting  with  the  producer  who 
 provides  design,  usage,  maintenance,  repair  and  recycling  throughout  the  lifetime  of  the 
 product. The customer pays a rent for its usage. (Ibid). Product labelling is another approach 
 that can be used in order to guarantee that consumers have full information on the constituents, 
 origin of raw materials etc. in order to enable them to make informed decisions. However, it 
 does not indicate environmental or other preference for certain products, in contrast to Eco-
 labelling, which is another approach that can be used in this part of the CE value chain (Ibid).  


Collection and disposal  


There are five different strategies that can be used to implement CE in collection and disposal. 


This includes Extended Producer Responsibility (E.P.R) and take-back systems. 



(22)Extended Producer Responsibility is an environmental policy approach in which a producer’s 
 responsibility for a product is extended to the post-consumer stage of a product’s life cycle 
 (Ibid). Take-back  is  efficient  systems  that  ensure  that  the  products  are  received  from  the 
 consumer  after  end  of  life  and  proceeded  to  be  remanufactured.  Take-back  systems  could 
 ensure a continuous flow of materials for remanufacture (Ibid).  


Recycling and recovery 


There  are  11  different  strategies  that  can  be  used  in  order  to  implement  CE  in  relation  to 
 recycling  and  recovery.  Examples  hereof  are  use  of  by-products,  industrial  symbiosis  and 
 upcycling.   By-products  use  is  an  approach  of  using  by-products  from  other  manufacturing 
 processes and their corresponding value chains, to be used as raw materials for manufacturing 
 new  products. Industrial  symbiosis  is  another  approach  and  facilitates  the  exchange  and/or 
 sharing  of  resources,  services  and  by-products  between  organizations.  Upcycling  is  an 
 approach  where  materials  are  converted  into  new  materials  of  higher  quality  and  increased 
 functionality (Ibid). 


Remanufacture 


Two different strategies can be applied in order to implement CE in the remanufacturing. This 
 includes refurbishment and upgrading, maintenance and repair. Refurbishment is an approach 
 where a product is rebuilt by replacing defective components by reusable ones. Upgrading, 
 maintenance and repair is another approach, where the most efficient way to retain or restore 
 equipment to a desired level of performance is through maintenance of products. Service and 
 after-sales  is  considered  a  vital  factor  for  achieving  competitive  advantage  and  business 
 opportunities.  Maintenance  is  also  carried  out  in  the  form  of  repair.  In  order  to  eliminate 
 product obsolescence or to extend the useful life of the product, services like upgrading are 
 indeed necessary (Ibid). 


Circular inputs 


There is one strategy that can be used in order to implement CE in circular inputs. This is bio-
 based materials, which is an approach where the resource inputs and/or materials that are used 
 can last longer than a single life-cycle and can thereby easily be regenerated (Ibid).  


  


The above has shown that there are nine different ways for organizations to implement CE into 
their business, and hereunder 35 additional theoretical approaches, whereas chosen approaches 



(23)have been elaborated. The different circular economy implementation strategies are used by 
 organizations when implementing circular business models, which the following will present. 



Introduction to business models 


In  a  circular  economy  there  are  several  circular  business  models,  which  imply  the  above 
 presented circular economy implementation strategies. However, in order to determine what a 
 circular business model is, it is important to first underlie the understanding of what a business 
 model is.  


  


A  business  model  can  be  determined  as  the  core  elements  of  how  a  company  operates. 


According to Osterwalder and Pigneur (2010) a business model is “the rationale of how an 
 organization creates, delivers and captures value” (Ibid, p. 14). The framework of the business 
 model constitutes nine basic elements, which altogether give an indication of how a company 
 intends to make money. The business model covers the areas of customers, offer, infrastructure 
 and  financial  viability  and  the  9  building  blocks  consist  of:  customer  segments,  value 
 propositions, channels, customers relationships, revenue streams, key resources, key activities, 
 key partnerships and cost structure (Ibid, p. 15).  


 Figure 5: Business Model Canvas (Osterwalder and Pigneur, 2010) 



(24)The elements can be combined in many different ways, and there is no right way of combining 
 the  different  building  blocks,  thus  the  framework  allows  organizations  to  create  a  unique 
 business model most suitable for them (Ibid). The framework can therefore be considered as a 
 blueprint  for  a  strategy,  which  the  organization  seeks  to  implement  through  organizational 
 structures,  processes  and  systems  (Ibid).  Moreover,  companies  can  operate  with  different 
 business models depending on its products and customer segments.  



Circular business models  


The shift to a circular economy requires innovative business models, which use the circular 
 economy implementation strategies to replace existing ones or seize new opportunities (Ellen 
 MacArthur Foundation, 2020). A circular business model is unique, since it seeks to create 
 value in places that usually have little or no interest to companies, who operate in the traditional 
 linear production paradigm (Guldmann, 2016). A circular business model can be described as 
 a closed cycle, where non-toxic resources are included in the production of products and the 
 company’s services are designed in a way that products, resources and materials can be fully 
 utilized and retain its value as long as possible. Additionally, any waste products that are clean 
 and nicely kept can be used in other contexts (Lifestyle & Design Cluster, 2018. p. 18).  


  


The transition from a linear economy to circular economy can imply one or several of different 
implementation approaches, which have previously been elaborated. Examples are designing 
products as a service, recycling materials, maintaining and sharing products to a much higher 
degree  than  it  is  being  done  today  (Ibid,  p.  18).  Moreover,  a  good  design  and  high-quality 
products are sustainable, because the product life cycle is long. Hence, well-produced and long-
lasting design products have the potential of being used for several years, which consequently 
have a positive effect on the environmental footprint (Ibid). Full utilization of already existing 
materials and no use of new resources is the focal point for production companies in order to 
gain value through a circular economy. Figure 6 shows how a circular business model (right) 
contrasts  the  well-known  linear  model  (left)  by  retaining  products,  materials,  and  other 
components  in  four  types  of  closed  circuits  called:  Maintenance,  reuse/redistribute, 
refurbish/remanufacture and recycles.  



(25)Figure 6: Flow of the resources in the technical loops in a circular economy (Lifestyle & Design Cluster 2018) 


  


Thus, circular business models are proposed to generate circular growth and are based on five 
 major strategies: Circular supply chain, recovery and recycling, product life extension, sharing 
 platform and product as a service (Guldmann, 2016). Circular business models seek to drive 
 innovation  and  the  opportunity  for  circular  business  models  lie  within  the  linear  threats  of 
 supply risk of resources and in societal trends like circular procurement, value creation and co-
 creation of value propositions (IMSA, 2015, p. 3). 


  


According to Ellen MacArthur Foundation (2013) there are four distinct ways of value creation 
 that can support a circular economy:  


Firstly,  the power  of  inner  circle concerns  maintenance,  repair  and  adjustment  of  existing 
products  to  ensure  that  the  product  can  operate  as  long  as  possible  and  preferably  with  the 
original owner or user.  The inner circle holds the biggest potential to be profitable. ”The tighter 
the circle is, the less a product has to be changed in reuse, refurbishment and remanufacturing 
and the faster it returns to use, the higher the potential savings on the shares of material, labor, 
energy, and capital embedded in the product and on the associated rucksack of externalities 
such  as  greenhouse  gas  (GHG)  emissions,  water,  toxicity”  (Ellen  MacArthur  Foundation, 



(26)2013, p. 8). Therefore, the product design and the supporting business models can play a crucial 
 role in taking advantage of this opportunity. 


The power of circling longer refers to maximizing the number of possible consecutive cycles 
 and  prolonging  the  time  of  each  cycle  in  terms  of  reusing,  remanufacturing  and  recycling. 


(Ibid). For instance, durable goods should be designed with a higher product quality, leading 
 to longer circulation by ensuring a long life with the product’s first owner. (Guldmann, 2016, 
 p. 16). Moreover, spare parts and/or materials should be used in order to keep other products 
 alive.  Components  from  old  products  can  potentially  be  used  as  building  blocks  in  new 
 products of the same or different kind and thereby optimize the resource use. (Ibid).  


The power of cascaded use concerns the ability to diversify reuse of products and materials 
 within  the  value  chain  and  between  industries  (Ellen  MacArthur  Foundation,  2013,  p.  8). 


Textiles is a great example of cascaded use, because a material like cotton can first be reused 
 in the fashion industry as secondhand apparel, where it then can be utilized in the furniture 
 industry as upholstery and later be reused as insulation material for construction (Ibid). In all 
 three  cases,  the  reused  products  and  materials  substitute  an  inflow  of  virgin  materials  and 
 thereby enable a reduction of raw materials cost for the involved companies (Guldmann, 2016, 
 p. 16).  


Lastly,  the power  of  pure  circles emphasizes  the  importance  of  uncontaminated  material 
 streams, because it is vital in terms of increasing collection and redistribution efficiency and is 
 moreover key to maintaining the quality of the materials for many consecutive cycles (Ellen 
 MacArthur Foundation, 2013 p. 8).  


  


The four cycles have shown to increase material productivity and serve as continuous resource 
 optimization, because of their power to change the run rate of required material intakes. Thus, 
 the cycles can add up to substantial cumulative advantages over a classical linear business case 
 (Ibid).  


  


According to Accenture (2014) many companies are deeply rooted in the linear approach to 
growth when it comes to the company’s strategy, structure and operation. Hence, companies 
who seek to achieve the circular advantages must develop business models that are free of the 



(27)constraints  of  linear  thinking.  Accenture  has  identified  5  distinct  types  of  circular  business 
 models:  circular  supplies,  resource  recovery,  product  life  extension,  sharing  platforms  and 
 product as a service (Accenture, 2014, p. 13-14). 


Figure 7: The 5 business models that relate to different places in the value chain and support circular economy 
 in different ways. (Lifestyle & Design Cluster, 2018) 


  


The Circular supplies business model deals with phasing out scare resources by using fully 
 renewable,  recyclable  or  biodegradable  inputs  that  underpin  circular  production  and 
 consumption  systems  (Ibid,  p.  13).  Cutting  waste  and  removing  inefficiencies  is  also  an 
 integrated part of the model. The model fits companies, who deal with scarce commodities or 
 have a major environmental footprint (Ibid, p. 13).   


  


The Danish furniture company We Do Wood runs its business on a circular supplies business 
 model, and their vision is to have a sustainable production. They only produce furniture in FSC 
 certified moso bamboo, which is sustainable due to its characteristics for being fast growing, 
 not requiring much water and it is not necessary to apply any chemicals in the growing process. 


Moreover, We Do Wood design products for disassembly, meaning that all the parts can be 
 split apart and sorted for recycling and reuse (Ibid, p. 21).  


  



(28)The Resource recovery business model is about capturing embedded value at the end of one 
 product  lifecycle  to  feed  into  another  through  innovative  recycling  and  upcycling  services 
 (Ibid,  p.  13).  The  business  model  is  considered  as  the  next  generation  recycling  using  new 
 technologies  and  capabilities  (Ibid).  Examples  include  industrial  symbiosis,  closed  loops 
 recycling and Cradle-to-Cradle designs. The design concept of Cradle-to-Cradle sets quality 
 requirements  and  reutilizes  materials  of  used  products  through  a  take-back  system  (EPEA, 
 2020). The Resource recovery business model is a good fit for companies, who produce large 
 volumes of by-product and for companies that are dealing with waste materials from products 
 that can be reclaimed and reprocessed cost effectively (Accenture, 2014, p. 13).  


Really,  is  an  example  of  an  organization,  who  uses  the  resource  recovery  business  model. 


Really is recycling textiles, and uses the waste from textiles, when it has reached the end of its 
 lifecycle to make new products. Their aim is to manufacture products, where the materials used 
 are a part of a healthy life cycle with no harm on neither the people nor the environment (Ibid).  


The Product Life Extension business model is about extending the lifecycle of products and 
 assets by repairing, upgrading, remanufacturing or remarketing products (Ibid, p. 14). When 
 companies make use of this business model, it enables them to help ensure that products stay 
 economically  useful  for  as  long  as  possible  and  that  product  upgrades  are  done  in  a  more 
 targeted way by replacing outdated components instead of the entire product (Ibid, p. 14). The 
 business model is most suitable for companies that are capital-intensive B2B companies like 
 industrial  equipment  manufacturers  and  B2C  companies,  who  serve  in  a  market  where  pre-
 owned  products  are  common  and  where  new  products  only  bring  little  extra  performance 
 benefits for customers over the previous versions (Ibid, p. 14).  


  


The  Danish  furniture  Skagerrak  has  launched  the  collection  Reclassic,  which  can  be 
 characterized  as  a  product  life  extension  business  model.  The  collection  consists  of  old 
 Skagerak  garden  furniture  that  has  been  refurbished  after  it  has  been  used  for  10-20  years. 


Skagerak has developed a take-back system, where they repurchase their products to a price 
 that is dependent on the product’s condition. When a consumer has used the piece of furniture 
 for a period of years, the furniture is taken back, refurbished and then re-sold to a new customer. 


The system constitutes to extend the product’s life cycle and its value (Ibid, p. 24).  


  



(29)The Sharing  platforms  business  model  encourages  collaboration  among  the  product  users, 
 which can both be individuals and organizations. It facilitates the sharing of overcapacity or 
 underutilization as well as increasing productivity and user value creation. Today, the business 
 model is mostly used by companies who do not manufacture the shared products themselves. 


However, the business model can also benefit companies, whose products and assets have low 
 utilization or ownership rate (Ibid, p. 14). 


  


The online secondhand platform Trendsales is a great example of a company that applies a 
 sharing platform business model. Trendsales is a platform that facilitates and enables end users 
 to buy and sell secondhand clothes with other users. Trendsales is only the facilitator of the 
 platform, and therefore does not have anything to do with the sales, but merely benefits from 
 user value that is being created (Trendsales, 2020).  


  


The Product as a Service business model is providing an alternative to the traditional model of 


“buy and own” in the sense that the products are being used by one or many customers through 
 a lease or pay-for-use arrangement (Ibid, p. 14). The companies, who make use of this business 
 model need to ensure durability and upgradeability, because they turn incentives upside down 
 and  shift  them  from  volume  to  performance.  Product  longevity,  reusability  and  sharing  are 
 normally seen as cannibalization risks, but in this case the product of a service business model 
 repositions the elements to become drivers of revenue and reduced costs instead (Ibid, p. 14). 


The business model is attractive to companies, whose products are expensive to consumers and 
 where manufacturing companies have an advantage relative to their customers in managing 
 maintenance and upgrading of the products (Ibid, p. 14).  


An  example  of  an  organization,  who  drives  its  business  on  a  product  as  a  service  business 
 model  is  the  Danish  fashion  brand Ganni. Ganni  REPEAT is  a  rental  service  launched  by 
 Ganni, because they wanted to draw more attention to the consumers’ consumption patterns. 


The purpose of the rental service is to make consumers rethink the way they buy clothes and 
use their wardrobe by renting clothes and thereby contribute to reducing waste. By renting out 
its clothes, Ganni seeks to increase the lifecycle of their clothes (Ganni, 2019).  



(30)Take-back systems 


Since the industrial revolution and throughout the 20th century, ownership has been seen as an 
 expression for status and economic stability, which is still a popular attitude today. Although, 
 consumers are becoming more conscious about the need to rethink some of these consumption 
 norms. There are indications of change in consumption patterns, and the sharing economy and 
 take-back schemes are gradually starting to show its presence within the lifestyle industry. The 
 challenge lies in that many people still think that there is a great value and status in ownership, 
 especially when it comes to clothes and furniture (Lifestyle & Design Cluster, 2018, p. 35).  


It therefore requires a big cultural change to shift consumers’ mindset from owning to renting. 


However, the market for second hand is currently growing more than the retail market, and this 
 shows  an  increasing  interest  from  consumers  to  become  more  circular  and  purchase  items 
 offered though take-back (Svensson, 2020, p.2).  


A Take-back system is a business model within circular economy that many organizations are 
 currently implementing or attempting to. Take-back systems are organized by the organization 
 itself, who collect used products or materials and thereafter reintroduce them to the original 
 processing  and  manufacturing  cycle.  Thus,  take-back  systems  strive  to  close  the  loop  by 
 preventing new materials and resources in the loop. (Lifestyle and Design Cluster, 2018). In 
 this paper, take-back systems are in relation to the two circular business models Product life 
 extension and Product as a service, which constitute resale and rental concepts. These concepts 
 are getting more attention within the lifestyle industry, especially since the big players have 
 taken the lead and are now offering take-back solutions.  



Stakeholders 


As the above have shown, when wanting to transition to or use a circular economy business 
model and simultaneously keeping a competitive and successful position on the market, it is 
important  that  a  company’s  stakeholders  support  the  transition.  A  circular  economy  is  as 
previously  mentioned  not  only  beneficial  for  our  society  and  planet  earth,  but  additionally 
offers a great business opportunity. An adaptation to a circular economy will ensure availability 
of needed materials and resources in the future and will likewise strengthen the commercial 
viability  of  a  business,  which  will  ultimately  affect  a  company’s  financial  success  (Triodos 
Research, 2020). The above has presented the business models related to circular economy, 
which have shown different approaches to circularity. Though, organizations can although not 



(31)succeed  with  these  business  models  or  the  transition  on  their  own,  since  other  stakeholders 
 must  be  willing  to  adapt  to  them  as  well  (Ibid.).  The  following  will  explain  the  role  of 
 stakeholders in the transformation process to a circular business model and the importance of 
 mutual stakeholder support on micro, meso and macro levels.  


Macro, meso and micro levels 


The implementation of the circular business models is considered and implemented in the 
 following levels: macro, meso, and micro levels. Macro, which is the broadest of the levels, 
 consist of the activities taking place at the global and national level and the overall industry 
 structure. This level acknowledges the need to make an adjustment of the structure of the 
 entire economy as well as the industrial composition (Kirchherr et al., 2017), while the meso 
 level is focused on the regional level and eco-industrial parks. The smallest of the levels is 
 the micro level, which considers individual enterprises as well as consumers (Ibid.).  


Macro level 


The  macro  level  consists  of  the  industrial  composition  and  structure  of  the  whole  economy 
 (Kirchherr et al., 2017). Governments obtain an important role in the collaboration towards 
 closing resource loops. They possess the power to steer the economy in a circular direction by 
 setting  the  scene  through  for  example  tax  regulations.  As  Triodos  Investment  Management 
 (2020) emphasizes these tax regulations could include higher taxes on unsustainable products, 
 in  order  to  mitigate  the  negative  impacts  from  linear  production  and  consumption. 


Additionally, lower taxes could be implemented on labor to promote repair services. Thirdly 
 they promote the possibility of introducing labelling requirements that show how the products 
 are produced, thus the consumers are able to judge the level of sustainability of the product 
 (Ibid.).  


Meso level 


Authorities  operating  regionally  are  meso  level  stakeholders,  which  are  able  to  affect 
companies and consumers into transitioning to a circular economy. This can either be done by 
leading by example, setting clear framework conditions or supporting both local and regional 
stakeholders  in  a  direct  manner  (Bačová  et  al.,  2016).  Additionally,  an  important  factor  to 
consider is that circular economy may have different approaches depending on the city and 
region. This may result in diverse types of support needed as well as the opportunities present 



(32)for the city or region to implement circular business models (Ibid.). This level also focuses on 
 eco-industrial parks as systems (Kirchherr et al., 2017).  


Micro level 


The micro level holds a discussion around the product level changes, and whether firms and 
 consumers  are  willing  to  change  their  preferences  (Kirchherr  et.  al.,  2017).  A  powerful 
 stakeholder in this relation is primarily the consumer. Whether the shift to a circular economy 
 model  will  succeed  highly  depends  on  whether  the  consumers  are  willing  to  change  their 
 behavior. This includes the following steps: stop buying things they do not need and throw 
 away products that are still sufficient. In a society whose highly focused on consumption, short-
 lived trends and a rapid replacement pace this may be a big change, which the consumers may 
 not  be  able  to  make  on  their  own  (Triodos  Research,  2020).  Services,  which  have  been 
 presented through the business models may facilitate consumers shift to a more sustainable 
 behavior. By implementing initiatives such as repairing, replacing, reusing, sharing, and so on, 
 consumers are presented to alternative choices to the disposal of products. Most importantly 
 though is whether the consumers are willing to use these alternatives (Ibid.). The micro level 
 also considers individual enterprises and the related changes that must happen to increase their 
 circularity (Kirchherr et al., 2017).  



Technology and digital tools 


Another important aspect when transitioning to circular business models is the technology. The 
 development of technology has been beneficial for the labor market in many different ways, 
 and especially digital technologies have contributed to a fundamental change. 


Digital technology has enabled a fundamental shift in how the economy functions, and it offers 
 new  possibilities  for  radical  virtualization,  dematerialization  and  greater  transparency  on 
 products and materials flows as well as creating new ways of operating and participating in the 
 economy both for organizations and individuals (Sukhdev et al., 2017).  


Digital technology is a great contributor, because it can be a lever for the lifestyle industry in 
terms of adopting new circular business models and using digital tools to improve working 
procedures. The new technology blockchain has particularly shown to be of great importance 
for organizations within the industry (Svane and Mühlendorph, 2020).  
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