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Executive Summary 
This report will investigate the circular economy and how it is linked to modern business. The report will look at the principles of the circular economy and how it can benefit businesses. In order to fully understand the circular economy, the report will investigate the relevant theory and compare the circular model to the traditional linear economy model. The report will then introduce a company that provides an example of the circular economy. IKEA will be investigated in order to discover the current practises that they are making in order to be more circular. The report will then look to discover where IKEA can improve and how they can become completely circular. To conclude, will look to identify the challenges associated with implementing the circular economy and how they can prevent business from being more sustainable. 











Introduction
The way businesses have operated since the industrial revolution has adversely impacted the environment, and the consumption of non-renewable materials has expanded significantly. Each year, more than 100 billion tonnes of resources are introduced to the economy, including metals, minerals, fossil fuels, and biological components from plants and animals. 8.6% of waste is recycled and reused. Since 1970, resource consumption has tripled and could double again by 2050 if current trends continue (McGinty, 2021). This demonstrates how the traditional methods of conducting business have had a devastating impact on the environment. The circular economy provides a potential solution to this issue. 

















Circular Economy
In today's world, businesses are expected to employ more responsible business practises. The aim of the circular economy is to provide a means for a company to continue to operate, which is sustainable. A circular economy is a sustainable approach to economic development that is beneficial for businesses, communities, and the environment. In contrast to the linear economy model, a circular economy is designed to be regenerative and strives to eventually disconnect growth from the consumption of non-renewable resources (The Ellen Macarthur Foundation, 2023). The circular economy benefits both businesses and the environment as it also aims to reduce the volume of waste produced. Businesses that operate within the circular economy produce less waste compared to business that use the more traditional methods. The circular economy is a production and consumption system that emphasises sharing, leasing, reusing, repairing, refurbishing, and recycling of existing resources and products for as long as possible. In this manner, the product life cycle is prolonged. In practise, it entails minimising waste. As a product reaches the end of its useful life, recycling keeps its materials within the economy whenever possible. If they can be utilised repeatedly, they will be, therefore generating additional value (European Parliament, 2015). This highlights that the circular economy places great significance on lowering waste production and attempts to ensure products and parts are reused. While the environmental benefits of the circular economy are clear, this has only become a growing issue in more recent times. Previously the majority businesses, were not concerned with the impact that their actions would have on the environment.  







Sharing Economy 
The sharing economy is linked to the circular economy as it emphasizes making use of unused goods that would otherwise be wasted. The sharing economy is an economic model characterised as a peer-to-peer activity of purchasing, providing, or sharing access to products and services, which is frequently enabled through a community-based online platform. The sharing economy entails peer-to-peer transactions on a short-term basis to share unused assets and services or to foster collaboration. Typically, the sharing economy incorporates an internet platform that connects buyers and sellers (SCOTT, 2020). This highlights a shift from the demand for purchasing goods into paying or renting a service. Also demonstrated is how the sharing economy fits within the circular economy. The sharing economy gives people the option of offering unused goods and services in exchange for payment. The reuse of these goods/services is a key aspect of the circular economy. 














Linear Economy
The traditional method of conducting business is known as the linear economy. The linear economy places less emphasis on sustainability and focusses more on profits. The traditional model in which raw resources are collected and converted into products that people use until they are discarded as waste, with no regard for their ecological impact and ramifications. Profit is prioritised ahead of sustainability, and goods are designed to be discarded after usage (Santander, 2021). This highlights how the linear economy model was not designed to be sustainable. This method allowed for businesses to create vast wealth and profits, while utilising the use of non-renewable materials. In order to maximise profits within the linear economy, businesses focussed on creating vast amount of their product. The waste from these practises was not utilised and would be discarded. This technique of manufacturing emphasises the utilisation of obtained raw resources prior to their transformation into finished goods, thereby rejecting undesired materials. The value of a linear economy is generated by mass production and product sales by numerous businesses. The fundamental concern with this kind of production is the wasteful application of limited resources. Typically, resources are not utilised in the final result of a production process. This has a deleterious influence on both the ecology and global warming (Econocom, 2022). This highlights the methods used as part of the linear economy and how businesses were operated under the model. 
While the linear economy model led to good profits for businesses in the past, it currently has a number of issues. Firstly, the price of resources has become unstable in the modern day. This has led to increasing costs for businesses using the linear model. The increased prices and high volatility can be linked to the increased demand that pushed production to a point where production is extremely costly, as well as the exhaustion of convenient extraction locations. This development has been accompanied by an increase in competitors, which has prevented businesses from passing on the price increases to their customers, so squeezing their profits and lowering the profitability (Sariatli, 2013). The circular economy model can provide a solution to this issue due to the value it places on recycling and reusing potential waste. By adopting a circular business model, companies utilise less non-renewable materials and more recycled goods. This decreases a company's vulnerability to fluctuating material costs and supply chain disruptions. 























IKEA
IKEA is a company that has adopted the circular economy and altered its operations to be more environmentally friendly. IKEA was the largest supplier of furniture in the world at the beginning of the 21st century, operating more than 300 locations worldwide. IKEA specialises in low-priced items that are, whenever possible, sold in "flat pack" format for customers assemble at home (Lewis, 2023). This shows that Ikea has developed into a worldwide brand as well as a household name across the world. Ikea’s motives and ideals can be seen within the company’s mission statement. To improve the daily lives of as many people as possible." This concept transcends the realm of house decor. We want to have a positive impact on the world, from the communities where we source our raw materials to the way our products help our customers live a more sustainable life at home. To offer a wide selection of well-designed, functional home furnishings at prices so low that as many people as possible can afford them (IKEA, 2023). The beliefs demonstrated in the mission statement show that Ikea does not solely focus on generating profits for their company, but also aims to conduct business in a responsible way. Ikea aims to source more sustainable materials in order to produce their furniture. 
Ikea aims for the business to be fully circular by 2030 and the company has outlined their methods for achieving this. Ikea has established circular product design principles to ensure that all of its goods may be reused, reconditioned, remanufactured, and eventually recycled. These principles will serve as a guide for the company throughout this process. They will invest in innovation and home furnishings and design them for standardisation and adaptability, they ensure that products may be repurposed and reconditioned through scalable maintenance and repair services. Standardized components permit remanufacturing by reusing parts from other products (About IKEA, 2020). This shows how the company has moved to reduce the waste that they produce as older furniture can now be recycled. The methods that IKEA are implementing have already led to the company making positive progress towards their goals. Their 2018 People and Planet Good plan promises, among other things, that by 2030, all IKEA products and packaging materials would be made from renewable and/or recycled materials. Already, over 60% of its product line is based on renewable materials, and over 10% of its products use recycled components. Notable examples include rugs created from recycled bottles and curtains coloured with dyes made from agricultural waste (Lagoutte, 2019). IKEA has already made great strides towards becoming completely circular and the results are highlighted above. Despite their success, IKEA does face challenges to become fully circular. The difficulty is that it affects every element of the business: how and where IKEA meets its customers, how and what products and services it develops, how it acquires materials, and how it builds its supply chain. One present difficulty is a lack of clean, recyclable materials such as plastics and textiles, which IKEA is aiming to expand globally. This is an essential aspect of reducing environmental impact and transitioning to a circular economy (Ellen Macarthur Foundation, 2021). This highlights that while IKEA has begun its move to being completely circular there is a long distance for the company still to go. 
One company that has made good progress in replacing unsustainable materials with cleaner recyclable materials within their products is Adidas. The company has made efforts into using plastics that are currently polluting the worlds oceans in order to make footwear. Adidas collaborated with Parley for the Oceans in 2015 to turn marine pollution into footwear. Adidas uses recyclable plastic bottles as opposed to polyester.   Adidas produced 11 million pairs of sneakers made from recycled ocean plastic in 2019. According to Adidas, the collaboration has saved 2,810 tonnes of plastic from entering the waters (Morgan, 2020). Adidas has used pre-existing waste plastic in order to create their shoes. This method could also be beneficial for IKEA as they look to source more sustainable materials. By utilising the waste that currently exists on the planet, IKEA could limit their reliance on creating new materials. Comparably to IKEA, Adidas looks to develop products that are entirely recyclable. The sportswear company is also looking to enter the circular economy and has attempted to utilise more sustainable materials. Adidas has released a fully recyclable, sustainable running shoe made of a single material and no glue. This means that when the high-performance shoes are no longer needed, they can be returned to Adidas and broken down and repurposed to make new trainers. The 'Made to be Remade' project aims to address the issue of plastic waste by using recycled materials and developing circular manufacturing processes in which raw materials can be reused repeatedly (Wightman-Stone, 2020). If IKEA can follow Adidas' lead and create 100% recyclable products, it will be one step closer to becoming completely circular. While IKEA has made significant progress towards sustainability, it is apparent that the company must continue to work to become truly circular. The company must strive for a higher percentage of entirely recyclable products in its portfolio. Despite this, IKEA must also be praised for the steps it has already undertaken and for their commitment to becoming a more responsible business. 




















Challenges of the Circular Economy
There are a number of challenges that businesses are facing when attempting to move to a circular economy. Firstly, the current methods of production must be redesigned in order to be more sustainable. Before they reach the public, most of the things that people consume have a long chain of players in the manufacturing process. These value chains encompass all operations involved in the creation of a product. These chains have become more sophisticated as a result of globalisation, and they now span continents and jurisdictions (Rademaker, 2022). Businesses will need to reconsider how they source their products in order to become truly circular. This could be a barrier for businesses looking to change their business model. Several businesses may struggle to source their items from sustainable resources, while others may be unable to pay to make the switch. 
Another challenge facing the transition to a circular economy, is the lack of regulations that support it. Laws and regulations might unintentionally stimulate wasteful behaviour among businesses and consumers. This is a typical issue in the food and beverage industry. Expiration date labels, for example, are frequently needed by law to safeguard consumers, but they may fail to account for variances in how food is stored (Stanislaus, 2018). This highlights how the current rules and regulations contribute to the high levels of waste that is currently being produced. This creates an issue for businesses that must comply with these regulations as having high levels of waste means they are unable to be completely circular. Until regulations are altered in support of the circular economy they will continue to provide a barrier to business wishing to change their approach. 







Conclusion
To conclude, the circular economy is a model which provides businesses to operate in a sustainable way. A circular economy aims to be beneficial for communities, businesses, and the environment alike. A product within the circular economy will be fully recyclable and will be sourced via sustainable means. This highlights how the circular economy places a high importance on waste reduction. The sharing economy fits within the idea of a circular economy, as it places emphasis on utilising goods and services which would otherwise be wasted. The sharing economy often operates via peer-to-peer transactions and are often based on online platforms. 
The traditional method of operating is known as the linear economy. This model places less importance on sustainability and focusses more on creating profits. Goods produced in a linear economy are designed to be discarded after use and the long term reusability of the products is not considered. As a result of this, the preferred method of production in a linear economy is mass production. The linear economy model has begun to be unsustainable for businesses in the current day. Increasing material costs have led to higher production costs. This, paired with an increase in competition is creating an unsustainable situation for businesses operating within this model.  
IKEA is a business that has moved towards operating within the circular economy. The company aims to produce reusable and recyclable furniture at cheap prices, while also attempting to positively impact the planet. IKEA aims to create a fully circular economy by 2030. The company has begun by attempting to alter the materials used within their furniture and offers customers the ability to recycle unwanted IKEA goods. IKEA have also moved to use more sustainable packaging for their products.  IKEA still has a distance to go before it becomes truly circular however the company continues to strive towards this goal. They can potentially identify other businesses on the market that use aspect of the circular economy in order to progress further. Adidas make use of existing plastic waste in order to produce millions of shoes every year. The company looks to reduce ocean plastic waste in order to provide a more sustainable method of producing goods. If IKEA can also aim to reduce existing waste then it would enable them to move closer to the fully circular economy they are striving for.
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