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Is the closed circulation economy a business model that cares for people and the planet?



Executive Summary
Over 2.2 billion tons of waste is produced in the European Union. The European Parliament is working on regulations to improve waste management and help in the transition from linear economy to circular economy. An excellent example of this is the Swedish company IKEA, which is perfectly coping with all opponents and effectively moves from the linear economy to the circular economy, achieving success all over the world. This report will present how the circular economy operates at IKEA, what company has plans for the future and how it tries to take care of the natural environment.
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1.INTRODUCTION

Economic development brings many positives, but at the same time it has some negative effects. Waste generated both in households and in industry is a source of problems that are difficult to solve because it is collected in landfills without facilities for its conversion (Kukula, 2017). According to the European Parliament, over 2.2 billion tons of waste is produced annually in the European Union. The negative effects of such a situation are felt both for the natural environment and society. For this reason, there is growing international pressure to move away from a linear economy towards a circular economy. The linear economy model has been in operation since the beginning of the industrial revolution, i.e. since the 19th century. However, only in the last few decades has it become a large problem on a global scale. Questions began to be asked about the future of the planet. The life cycle of products in a linear economy is short, and when producing products, special emphasis is placed not on quality, but on minimising costs and production time. In a single product life cycle, it promotes excessive consumption of natural resources and destruction of landscape and animal habitats. An economy with a linear model is associated with many threats to both the natural environment and society. It also significantly contributes to the deepening climate crisis because it does not reduce greenhouse gas emissions, which contribute to the climate catastrophe. Experts warn that if we do not move away from the linear economy, by 2050 the clothing industry alone may absorb 26% of the global carbon budget. The linear economy contributes to natural disasters and deterioration of living conditions in countries such as India and Bangladesh, which contributes to the migration crisis. About 92% of the world's industry still operates in this model. The linear system could work if there were fewer people in the world. Unfortunately, due to population growth, the limits of nature's regeneration have been exceeded, in other words, nature cannot regenerate resources.
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The concept of a circular economy is promoted as a model replacing the classic, linear economy approach in which products are produced, used, and then eliminated with a significant loss of value. Thanks to the circular economy, there can be a drive for resource optimisation, reduction in the consumption of raw materials, and recovery of waste by recycling or giving it a second life in the form of a new product. One of the most popular definitions of the circular economy is the one presented in 2012 by the Ellen MacArthur Foundation, according to which the circular economy is an industrial production system that is essentially rebuilding or regenerating. They assume that an increase in the use of renewable energy eliminates the use of toxic chemicals that prevent many products from being reused and returned to the biosphere, and aims to eliminate waste through better design of materials, products, systems and business models (14). Linder and Wallander (18) define a circular business model as "a business model in which: the conceptual logic of value creation is based on the use of the economic value retained in products after their use in the production of new offerings" (p. 2). Mentink (11) defines CE as a “closed material loop economic system” and a circular business model as “the rationale for how an organisation creates, delivers, and captures value in and within closed material loops” (p. 35).
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Considering economic aspects, a circular economy is "an economy based on a spiral loop system that minimises the flow of materials, energy and environmental degradation, without limiting economic growth or technical and social progress" (15). One of the latest definitions, developed in 2017 by Kirchherr and his research team, based on the analysis of 114 different terms, presents CE as an economic system that replaces the concept of end-of-life reductions with alternative reuse, recycling and recovery of materials in the processes of production, distribution and consumption to achieve sustainable development, thereby creating environmental quality, economic prosperity and social equality that benefit present and future generations. This is possible thanks to innovative business models and responsible consumers (16). The main topic of the definitions presented above is environmental protection, reducing waste and emissions, as well as the consumption of resources and energy by closing the loop of materials and energy, and thoughtful, more economical use. Appropriate product design, reuse, maintenance, repair and recycling are helpful in achieving these goals (17).
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Biomimicry, on the other hand, is about valuing nature for what can be learned from it, rather than for what can be extracted, harvested, or tamed. Closed loop, sustainable development, and regenerative design aim to ensure that everything that is produced becomes a force that restores air, water and soil, instead of degrading them. Nature uses structure to perform functions and passive forms of energy, while human inventions typically use brute force, such as mining ancient coal and harmful chemicals.
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This report will discuss how Ikea is changing its economy to a circular economy. It will examine how Ikea works in the circular economy, what visions, goals, opportunities, and what plans for the future it has, and how it can inspire other companies to take care of the planet. Is the circular economy based on the example of Ikea a business model that cares about people and the planet?

2.IKEA

Ikea is a company producing and selling furniture and decorative products, founded by Ingvar Kamprad in 1943 in Sweden. There are over 350 Ikea stores in 29 countries around the world. The company designs and sells “self-assembly” furniture, as well as kitchen equipment, interior furnishings and other home accessories. Currently, the companies that make up the IKEA group belong to the INGKA Holding. The company employs approximately 149,000 employees. In January 2024, IKEA UK announced its results for the 2023 financial year, highlighting growth from major developments as part of its ongoing plan to transform the UK to become more accessible, affordable, and sustainable. IKEA reported sales growth of 11.9% and turnover of £2.46 billion, supported by increases in store visits (+2.2%), online sales (+19%), remote sales (+24%) and click and collect purchases (+48%).
-	Ikea sustainability
For IKEA, sustainability is one of the main drivers of innovation and growth. Therefore, along with its commitment to renewable energy, IKEA installs energy-saving air conditioning systems optimised with ABB technology. IKEA implements the People & Planet Positive sustainable development strategy. It aims to enable one billion people around the world to live better lives within the planet's means. Therefore, it is taking steps to become a business with a positive impact on the climate by 2030, thanks to investments in renewable energy and emission-free supplies.
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-	Ikea plans
Markus Engman, creative director at IKEA, believes that the circular economy can change the world. He himself says that: "We are entering a future where waste is a raw material. It's about designing from the ground up and thinking about the components”. IKEA aims to introduce circular resource management in its operations by 2030 and achieve 100% circularity. IKEA's commitments include enabling customers to source, care for and pass on products in a closed loop. Producing products in a completely closed loop, from raw materials through recycling, regeneration, refurbishment, and reuse. IKEA also commits to using only renewable and recycled materials. As part of the "Give back and gain" service, it allows its customers to resell unnecessary furniture and recover up to 50% of its value on a refund card. As part of promoting circularity and enabling less waste living, IKEA also provides free furniture assembly elements, so that a lost screw or fitting is not an excuse to get rid of a good item and replace it with a new one. IKEA also aims to join forces with other companies in order to build a circular economy. It intends to do this by establishing partnerships, cooperation, and promotions. “By 2030, we commit to using only renewable and recycled materials and reducing our total carbon footprint by an average of 70% on every product”.
-	Four IKEA round loops
IKEA's circular approach is based on the so-called four "circular loops". The four circular loops are nothing other than reuse, renovation, regeneration, and recycling. In other words, talking about a hierarchy in this situation, with "reuse" of the product at the top as the most desirable, and what cannot be reused is regenerated. Only after all three options have been exhausted is recycling considered. This approach drives the way IKEA develops products and sources materials. IKEA creates from what it has, and considers waste to be valuable, provided that it is turned into resources for reuse. It tries to build something new from what already exists. This is how IKEA creates new products. IKEA is looking for ways to use leftovers from the production of other products or recycled materials. This is a very important element in the design process. IKEA operates with the zero-waste principle. At IKEA you can buy products made from 100% surplus or recycled raw materials. 
-	IKEA business idea
IKEA's vision and business goal is its motto: to offer a wide range of well-designed, functional home furnishing products at prices low enough for as many people as possible to afford them; driving positive change and making a significant and lasting impact on current and future generations; offering products sourced and manufactured in an environmentally friendly way and helping people live more sustainably. IKEA believes that whatever it does today can be done better tomorrow. It emphasises constant change for the better, emphasising that nothing is impossible. Finding solutions to seemingly impossible challenges is the source of the company's success. IKEA's goal is also the sustainable development of the People & Planet Positive strategy, i.e. inspiring people to activate and guide them in making decisions and setting goals to achieve the changes that society should see in the world.
-	IKEA Foundation
IKEA is also involved in charity. The operating IKEA Foundation is an international charity. IKEA finances strategic and long-term projects supporting children's development, implemented by six partnered organisations around the world: UNICEF, War Child, Room to Read, Handicap International, Special Olympics and Save The Children. IKEA organises grant competitions addressed to institutions that help children in difficult life situations on a daily basis. It also engages local communities, encouraging them to take actions to protect the environment.

3.POSSIBILITIES

-	Sharing economy
The new idea of the Swedish chain in the sharing economy is the idea of renting furniture, which is probably not a revolution that will make society stop buying furniture. The vast majority of customers will not do this, but a certain group will benefit from renting tables, desks or chairs. The success of this project has not been announced yet, but it is certainly attractive, especially to the young generation who rent apartments or move frequently. Renting furniture from Ikea is supposed to be as simple as possible and resemble a classic leasing contract. After it expires, the customer must return the furniture to the store. IKEA will refresh the products and put them on sale or remake them into completely new ones. In this way, the product life cycle will become longer. This type of rental seems to fit perfectly into the recently popular "zero waste" movement. Brands like IKEA are exploring leasing models in hopes of moving to a circular business model and using only renewable or recycled raw materials by 2030. According to CNBC News, the company has launched a limited rollout of IKEA Rental in six markets in 2021 – in Finland, Sweden, Denmark, Norway, Spain and Poland. Furniture rental can solve the problems of "fast furniture", which is based on cheaper materials. At IKEA, a lot of the time and effort is devoted to properly planning work - from selecting materials and designing products, to their production, transport and sale, and even what awaits them when they become worn out. It is always looking for new ways to use regenerated and recycled materials and optimises production processes to be less harmful to the environment. The company's commitment is that by 2030 we will only create products that customers can repurpose, repair, take apart, reassemble and recycle. Moreover, it constantly makes efforts to reduce energy consumption in its facilities as much as possible. 
-	IKEA vegan
The Swedish brand announced that it intends to expand its offer and by 2025 half of the dishes on the menu will be vegan. IKEA has long promoted veganism as the diet most beneficial to health, the environment, and animals. IKEA continues this trend, and the brand's representatives announced in their latest statement that by 2025 half of the dishes on the IKEA restaurant menu are to be vegan, and only 20% of meals will contain red meat, which is most harmful to the planet. Taking into account all the food on the buffet, IKEA generates about $2.4 billion annually in food sales, which is about 5% of total revenue.
-	Plastic at IKEA
Annually, the Swedish tycoon spends over EUR 1 billion to produce approximately 920,000 packages. IKEA argues that moving away from plastic in consumer packaging will require the development of new solutions, as well as close cooperation with IKEA's product development teams and suppliers around the world. IKEA emphasises that in order to ensure the quality and safety standards of food served in the food court, it will not abandon plastic in packaging until 2028. They ensure that it will come from secondary raw materials.
From 2030, IKEA will use only renewable or recycled plastics. From 2020, single-use plastic items have been phased out, and 85% of the plastic in ISTAD bags is made from renewable sugar cane processing waste. Polylactide plastic is made from renewable raw materials such as corn, sugar beet and sugar cane. IKEA aims to maintain its sustainable competitive progress by differentiating itself by providing affordable, high-quality products. As part of the circular economy, it plans to increase the operation of its company with the principles of sustainable development, reduce its carbon footprint, and implement a plan for new, smaller stores. IKEA is also focusing on new smart home technology (Schwartz, 2019).


4.CONCLUSIONS

Although IKEA is certainly not yet perfect in running its company in a closed loop, it can be concluded that, based on its example, the circular economy is a business model that cares for people and the planet. The transition to a circular economy may bring benefits such as: reducing pressure on the environment, increasing the security of raw material supplies, increasing competitiveness, stimulating innovation and economic growth. IKEA still needs to work on developing its achievements in the field of sustainable development. However, its commitment and ideas for creating a company operating in a circular economy are very promising, and most importantly, they are an excellent inspiration for many global companies. IKEA and its circular economy still have room for improvement, changing the materials used to deliver products, its business model or services, and consumer management in general. IKEA is doing its best to take care of the environment and society, which may mean that soon there may be many companies in the world operating as a closed-loop economy, and most importantly, it is possible, as evidenced by the example of the Swedish company. IKEA is definitely related to biomimicry because it offers an empathetic, interconnected understanding of how life works.
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