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What are the main differences between linear and cyclical approaches to economic activity? Can a changeover from mainly linear to mainly cyclical be achieved by economic incentives and, if so, which types of incentive would you propose?

The operation of an economy is a complex matter, with many techniques giving distinct advantages and cons. Economic studies has long been concerned with comprehending the patterns and processes of economic activity. Economic activity, as defined by Singer (2019) refers to the production and exchange of goods and services in an economy. Two distinct approaches to this phenomenon have emerged: the linear and cyclical, sometimes known as circular. While the linear approach seeks to identify and exploit consistent, predictable patterns of economic growth and expansion, the cyclical approach acknowledges the inherent fluctuations and uncertainties that are a hallmark of economic systems. In order to effectively address the research, question this essay will be structured in the following way by examining the different components of linear and cyclical approaches to economic activity, with a particular focus on their differences in their underlying assumptions, objectives and tools. Furthermore, we will investigate the viability of shifting from a linear to a cyclical economic paradigm through the employment of economic incentives. Building on the work of economists such as Keynes (1936) and Kalecki (1943), we will examine the potential efficacy of various types of incentives, including both demands side incentives such as tax credits and subsidies and supply side incentives such as investment guarantees and government procurement policies, that may be most effective in achieving this goal. Moreover, this essay will examine economic reconstruction as a means of contributing to the transition from a linear to a cyclical approach, as it may be required in order to fully realise the benefits of a circular economy, but the extent of this reconstruction will be determined by the specific circumstances of each country and region. It will help to a better understanding of the continuing debate over the most effective strategy to controlling and analysing economic activity by synthesising the thoughts and viewpoints of leading economies.
Economic activity can be viewed and analysed from several angles, including linear and cyclical. Both systems have distinct features and economic ramifications, and it is critical to grasp the distinctions between the two. While both systems focus on the flow of goods and services in an economy, their techniques, methodologies, assumptions, and viewpoints on the nature of economic activity differ. A "take, make, waste" paradigm underpins the linear approach to economic activity. This strategy considers resources to be finite and hence concentrates on extracting resources, manufacturing things, and disposing of waste after they are no longer useful without regard for the environmental impact. The purpose of this method is to maximise profits while ignoring the long-term implications of resource depletion and environmental deterioration (Soderbom et al., 2018). This approach is distinguished by its linear resource flow and emphasis on economic growth and productivity at any costs. In this approach, resources are viewed as a one-way flow, and so waste is regarded as a by-product that must be disposed of. Economic incentives under this strategy are often aimed at supporting stable growth, attracting investment, and stabilising prices. Policies targeted at lowering inflation and maintaining stable exchange rates, for example, can provide a favourable climate for investment and economic growth.
The cyclical approach to economic activity, on the other hand, is founded on the concepts of the circular economy. The circular economy is a type of economic system in which resources are used for as long as feasible, waste is reduced, and the environment is preserved (Ellen MacArthur Foundation, 2021). The circular approach entails resource reuse and recycling, waste reduction, and the utilisation of renewable energy sources. The circular economy considers the whole economic system as a closed loop in which waste and by-products from one operation become inputs for another. The circular approach seeks to develop a long-term economic structure that benefits both the environment and the economy (Soderbom et al, 2018). Furthermore, this approach acknowledges that the economy is prone to fluctuations, recessions, and booms, and that its growth is cyclical, with phases of expansion and contraction. Economic incentives under this strategy are aimed at minimising the impacts of economic cycles and maintaining stability. Fiscal and monetary measures, for example, focused at smoothing out the ups and downs of the economic cycle can assist to avert or mitigate the severity of recessions.
The linear approach is based on the assumption that the economy is a self-regulating mechanism that runs at full capacity and consistently grows. This technique is based on Adam Smith's and David Ricardo's classical economic theories. Smith believes that if the economy is left to its own devices with no government interference, it will attain full employment (Smith, 1776). Ricardo felt that higher efficiency and economic progress would result from trade and competition (Ricardo, 1817). The linear approach presumes that the economy will continue to develop steadily and that any short-term variations in economic activity would be smoothed out over time. The cyclical approach, on the other hand, posits that the economy is not a self-regulating mechanism and that it endures changes in economic activity over time. This strategy is based on John Maynard Keynes' Keynesian economic ideas. Keynes contended that the economy is incapable of self-correction and that government intervention is required to fix market failures and create demand (Keynes, 1936). The cyclical method focuses on the economy's ups and downs, known as business cycles. Business cycles are distinguished by periods of expansion and periods of contraction.
The perspective of sustainability is one of the primary distinctions between the linear and cyclical approaches to economic activity. The linear economy focuses on eco-efficiency, which implies that they aim to minimise the ecological effect while producing the same amount of production. This will increase the time it takes for the system to become overwhelmed (Di Maio et al., 2017). According to (Santander, 2023), the linear approach prioritises profit over sustainability, with items designed to be discarded once used. In a circular economy, sustainability is pursued via enhancing the system's eco-effectiveness. This indicates that not only is the environmental impact minimal, but the environmental, economic, and social impact is even beneficial (Kjaer et al., 2018). By focusing on eco-effectivity to make a beneficial influence, they boost the ecological, economic, and societal systems. Since it considers the long-term consequences of economic activities on the environment, the circular strategy is thought to be more sustainable than the linear approach. This approach seeks to reduce waste and promote the use of renewable resources, which helps to reduce the negative impact of economic activity on the environment. The circular approach also seeks to create a more equitable distribution of resources, which helps to reduce poverty and promote social justice. 
Furthermore, the linear and circular approaches have different approaches to waste management. The linear method sees waste as a problem that must be disposed, but the circular approach sees waste as an opportunity to develop new goods and services. Waste is viewed as a valuable resource that may be reused or recycled to produce new goods and services under the circular approach (Ghisellini et al., 2019).   This mismatch in perspective results in disparate waste management policies and techniques. The linear strategy, for example, may emphasise disposal methods such as landfilling, whereas the circular approach may emphasise recycling and reuse.
The emphasis on economic growth is one of the primary distinctions between the linear and cyclical approaches. The linear method considers economic growth to be a continuous and predictable process, whereas the cyclical approach considers economic growth to be a dynamic process. The linear technique is frequently used to examine long-term economic patterns and forecast future economic growth, whereas the cyclical approach is used to analyse short-term economic trends and forecast future economic activity (Eichner, 1976). Furthermore, the linear model is predicated on the notion that endless amounts of goods and services may be produced and consumed to sustain economic growth. This means that the linear model frequently leads to unsustainable levels of growth, which might eventually lead to an economic downturn. The circular method, on the other hand, understands the constraints of finite resources and strives to construct a closed-loop system that minimises waste and conserves resources. This implies that the circular method is more sustainable and has the potential to contribute to long-term economic growth (Gross, 2013).
A combination of political, economic, and social variables promotes the shift from a linear to a cyclical or circular approach to economic activity. In response to environmental concerns and the limited nature of natural resources, governments throughout the world are rapidly realising the need to embrace more sustainable economic models. The European Union, for example, has established ambitious circular economy targets with the purpose of decreasing waste and preserving resources, and many nations have implemented regulations and incentives to foster the development of a circular economy (European Commission, 2015). Economically, the transition to a circular economy has various benefits, including enhanced efficiency and resource productivity, decreased waste and pollution, and the development of new employment and business possibilities (Ellen MacArthur Foundation, 2013). It does, however, provide obstacles, such as the need for substantial investment in new technologies and infrastructure, as well as changes in business structures and customer behaviour (World Economic Forum, 2016). The difficulty is that classic linear models are strongly embedded in contemporary economic systems and established business practises. Many businesses, for example, rely on the extraction of raw resources, the manufacture of commodities, and their eventual disposal. This paradigm is not long-term sustainable and poses a risk to the environment and human health (Ellen MacArthur Foundation, 2017). Social awareness of the need for a more sustainable approach to consumption and production is expanding, owing to reasons such as increasing global population, fast urbanisation, and the negative environmental repercussions of overconsumption (United Nations, 2013). As a result, there is an increasing demand for more sustainable products and services, as well as for organisations that use circular business models (Ellen MacArthur Foundation, 2013). Consumers are becoming more aware of the environmental effect of their purchasing decisions and are expecting more ecologically friendly products and services (Ellen MacArthur Foundation, 2017). Furthermore, the circular economy has the ability to increase social equality and fairness by emphasising the necessity of resource sharing and waste reduction, which may help underserved groups and individuals (European Commission, 2020). Overall, the move to a circular economy will provide both problems and possibilities, necessitating coordination among governments, enterprises, and consumers.
Many economists and theorists, for example, see the transition from a linear to a cyclical approach to economic activity from various perspectives. For example, Michael Porter, a Harvard Business School professor, has argued that the circular economy can create new business opportunities, increase innovation, and improve resource efficiency. He considers the circular economy as a means of achieving long-term economic growth and creating economic value (Porter & Kramer, 2011). Dr. Raworth an economist who wrote "Doughnut Economics" contends that the existing economic system cannot be sustained and that a circular economy is required to promote sustainability, minimise waste, and enhance resource efficiency (Raworth, 2017). The move to a circular economy, according to Arthur Schäfer, Professor of Sustainable Development at Maastricht University, is a vital step in addressing the concerns of sustainability and resource depletion. They do, however, acknowledge the possible hurdles of the transition, such as investment and changes in the present economic system, as well as potential negative effects on economic development and employment (Schäfer et al. 2018). Prof. Michael Braungart is a German scientist and the co-founder of the Cradle-to-Cradle Institute. He is a vocal proponent of the circular economy, arguing that it is a more sustainable and efficient model than the traditional linear economy (Braungart, 2016).
There are several examples of cyclical or circular economies that have been implemented in different countries and industries. One of the most notable examples is the city of Amsterdam, which has implemented a circular economy approach in its waste management system. The city has set a goal of becoming waste-free by 2050, and it has been working towards this goal by promoting the reuse, repair, and recycling of products and materials. The city has also established several initiatives, such as the Amsterdam Green Business Club, which supports businesses in their transition to a more circular economy (City of Amsterdam, n.d.). The Cradle to Cradle (C2C) concept, established by German scientist Michael Braungart and American architect William McDonough, is another example of a circular strategy. The C2C strategy is based on the concept of developing items and materials to be reused and recycled again with no waste created. This method has been used in a variety of sectors, including textiles, construction materials, and packaging (Ellen MacArthur Foundation, 2017). The Netherlands is one example of a country that is pioneering the circular economy. The government has launched a variety of efforts to support the transition to a circular economy, such as the Dutch Circular Hot Spot and the Dutch Top Sector Policy. The Netherlands is also home to several businesses that are embracing circular practices, such as the Amsterdam Green Business Club, which supports businesses in their transition to a more circular economy (Ministry of Infrastructure and Water Management, n.d.). Due to resource limitations and environmental concerns in China, the circular economy model was implemented on a national scale many years ago (Business Bliss FZE, 2023).
Significantly, it is feasible to make a transition from linear to cyclical approaches to economic activity through economic incentives and economic structure. The particular incentives employed, as well as the depth of rehabilitation, will be determined by the country's unique conditions and aims. Economic incentives are policies or activities that promote a desired behaviour, such as greater output or consumption. Financial incentives, such as tax breaks or subsidies, can be provided, as can non-financial incentives, such as laws or information distribution (Team, 2022). Economic incentives that can be utilised to encourage the shift to more cyclical economic activity, according to De Freitas and Kaneko (2011), includes direct subsidies, tax breaks, and market-based incentives. Direct subsidies and grants are government payments made to businesses and consumers to stimulate the adoption of new technology and practises that create greater cyclical economic activity. It may be made available to businesses who are pursuing circularity and sustainability. This can give a financial buffer for organisations to experiment with new cyclical business models and technology. Tax breaks, credits, and exemptions are available to firms and people who engage in cyclical economic activity. Companies that invest in renewable energy, circular economy projects, and waste reduction methods may be eligible for tax benefits from governments. Businesses will be encouraged to embrace cycle practises and lower their linear footprint as a result of this. Finally, market-based incentives employ market mechanisms such as the establishment of tradable credits or licences to compensate enterprises for partaking in cyclical economic activity. The success of these many sorts of economic incentives may be measured in terms of cost-effectiveness, capacity to induce desired behaviour change, environmental and social implications, and long-term sustainability. Thus, they may be targeted to particular industries and businesses, direct subsidies are often regarded as the most cost-effective choice. Tax breaks are less expensive, but they may not be as effective in changing behaviour. Market-based incentives, while typically costly, can generate long-term sustainability by rewarding firms for engaging in cyclical economic activity throughout time. Furthermore, market-based incentives can have environmental and social advantages, such as higher employment and lower emissions. Alternatively, the government might invest in research and development to build new circular and less linear technologies and business models. Conversely, the government may invest in education and awareness campaigns to educate consumers and companies on the benefits of a circular economy and encourage them to embrace cyclical practises. Government expenditure on infrastructure and public amenities is one form of economic incentive that might stimulate a change towards a cyclical strategy. This would assist to stabilise the economy and avert further recessions by providing a boost to the economy during periods of contraction. Green bonds are another sort of economic incentive that can support a shift from linear to cyclical techniques. Green bonds are a sort of investment instrument that is used to fund environmentally beneficial initiatives. The government may stimulate green bond investment by offering tax exemptions or subsidies to corporations that invest in them. This will stimulate not just more investment in sustainable initiatives, but also a change towards a circular economic model. Economic incentives, according to W Sierzchula et al. (2014), must be linked with other measures such as awareness campaigns, educational activities, and efficiency requirements in order to be effective. 
The process of reconstructing an economy following a period of economic collapse, recession, or conflict is referred to as economic reconstruction. It entails implementing adjustments to larger economic structures, institutions, and regulations to encourage the expansion of circular and sustainable activities. It often entails government intervention in the form of infrastructure, education, and training initiatives, as well as business environment and economic growth changes (www.sciencedirect.com, n.d.). Governments can enact policies that encourage the adoption of circular practises, such as product design standards and waste management legislation, as instances of economic restructuring. Governments can invest in the development of infrastructure that supports the circular economy, such as renewable energy systems and efficient transportation networks, and the growth of a recycling market can provide new opportunities for businesses that specialise in material recovery, reuse, and repurposing. This has the potential to enhance demand for circular products and services, resulting in improved competitiveness and job development (Ellen MacArthur Foundation, 2017).  Governments can utilise their purchasing power to stimulate demand for circular and sustainable products and services by purchasing from suppliers that practise circularity. Governments may encourage the formation of circular enterprises and projects by providing financial instruments such as loans, grants, and bonds. Economic rehabilitation may also help economic incentives by altering the way economic value is generated and quantified. The idea of Gross Domestic Product (GDP), for example, estimates economic growth based on the consumption of goods and services but does not take into account environmental degradation or resource depletion. A more sustainable metric of economic growth would acknowledge the worth of natural capital as well as the advantages of decreasing waste and improving resource efficiency (Jackson, 2009). Economic reconstruction can drive organisations and consumers to embrace circular practises that promote sustainability and minimise waste by altering the way economic value is valued. The necessity for economic reconstruction will be determined by the economy's existing state and the extent to which it is integrated in linear systems. Although a comprehensive economic revolution may not be required in every situation, a considerable shift in the way goods and services are planned, made, and consumed is likely required to fully enjoy the benefits of a circular economy (European Commission, 2020). This may include, among other things, reorganising supply networks, investing in new technology, and altering customer behaviour.
To conclude, the linear and cyclical (circular) approaches to economic activity offer two contrasting views on how economies work and expand. Linear techniques emphasise continuous, incremental growth, whereas cyclical approaches emphasise the economy's inherent ups and downs. The transition from primarily linear to primarily cyclical can be accomplished through both economic incentives and economic reconstruction; however, the specific types of incentives and reconstruction that would be effective would depend on the unique circumstances and challenges confronting a particular economy. It necessitates a well-planned, coordinated, and all-inclusive approach. By carefully considering the potential trade-offs and distributional effects, and by promoting transparency and fairness, a successful transition can help build a more resilient and adaptive economy that is better equipped to respond to future changes and challenges. Ultimately, the most effective approach will depend on the needs and goals of the specific economy, as well as the willingness of policymakers and stakeholders to adopt the required adjustments.
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