The Circular Economy: What, How and Why



Business is at a crossroads; continue to follow the existing linear economy of 'Take, Make, and Dispose' or move towards a more sustainable circular economy, utilising products at their highest value in a loop system for as long as possible. This article will compare the two economies and consider how they are currently used, with examples taken from Wales.
The traditional linear economy is the system where raw materials are extracted, a product created, and then disposed of (Ellen MacArthur Foundation, 2023). This is often characterised by the term “Take, Make, Dispose” (Daga et al., 2025) and is the system which has generally been used historically. 
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There are moments in economic history where consumer demand and the mass scaling of production have clearly accelerated the linear economy and globalised this concept. For example, in the 16th century new and exciting textiles were imported for use in the fashion industry for the affluent European 
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population. This desire for new products created an endless supply and dispose culture (Morseletto, 2023) and cemented the linear economy.
The industrial revolution in the 1700’s is more commonly recognised, however, as the starting point of the linear economy (Ellen MacArthur Foundation, 2023., Petrova, 2023). The introduction of steam power during this time allowed for the scaling of resource extraction by enabling steam powered machinery to be used in any location instead of labour force (von Tunzelmann, 1978., Jonell et al., 2024). The industrial revolution continued into the 1900’s and saw the expansion of global trade which meant an ever-increasing demand for materials and products leading to consumerism in the 20th century where mass production made products inexpensive allowing consumers to increase buying and so 

encouraging replacement over repair (Godfrey, Price and Lusch, 2022). These advantages of low price and increased speed of production are a huge advantage to a consumerist world; however, consumer awareness of its impact on the environment is escalating. 
In as early as 1960, Rachel Carson’s Silent Spring (Carson, 2022) and the Brundtland Report in 1987 (WCED, 1987) highlighted the impact of the linear system on the earths ecosystems. More recently, research goes further to suggest that damage to ecosystems has a knock-on effect on humanity through climate change, biodiversity loss and natural disasters. A pertinent example of this is that the damage to ecosystems brings humans and animals in closer contact which increases the risk of animal to human disease infection. 60% of human infections are claimed to have animal origins (UNEP, 2020) and some scientists demand that Covid 19 was a zoonotic natural event (Mun-Keat Looi, 2024) passing from racoon dogs to humans. 
Economically, the linear system works but is facing increased pressure. The depletion of the resources needed for the linear system has led to volatility in prices of scarce raw materials. Additionally, supply chains now cross multiple national borders with increasing policies on export, import and sustainability making supply chains more complex. Finally, any waste created now has to be handled with increased scrutiny adding to cost and time pressures (Hartley, van Santen and Kirschherr, 2020). These all provide businesses with cost and time challenges, which directly conflict with the linear economy’s benefits of cheap and fast (Zimmermann, Hofer et al., 2025).
The circular economy is the system of using a product in its most valuable form for as long as possible and then recycling and recovering all components in a closed loop system (Kirchherr et al., 2023. Jaio and Boons, 2017). The concept of circular economy was originally conceived by Boulding in 1966 (Boulding,1966). They described the existing linear economic system as a “cowboy Economy” that treated the worlds resources as infinite with little or no forethought to the consequences of the system. In comparison, Boulding (1966) suggested a closed system that they coined a “Spaceman Economy” where resources are finite and careful management is needed. Boulding's (1966) work influenced Pearce and Turner (1991) who discussed materials being re-used and recycled and first introduced the term ‘circular economy’ (Donaghy, 2022).
The circular economy is based on the three principles of eliminating waste and pollution, circulating products and materials, and regeneration (Ellen MacArthur Foundation, 2024). These principles are commonly expressed in a R-Ladder which signifies the levels of impact certain strategies have on sustainability (Potting et.al, 2017).
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Potting et al. (2017) and Ellen MacArthur Foundation (2024) use the R-Ladder to organise the circular economy into three sections; strategies aimed at creativity and innovation in product use and manufacture, extending the lifespan of a product and the useful application of the base materials at the end of the products lifespan. 
Cwm Environmental states that they are “The UK’s Circular Economy Experts” (Cwm Environmental, 2025) and are in the process of redeveloping the recycling centre to not only recycle waste but to re-use and recover materials. They have opened the largest re-use village in Europe, allowing the public to donate and purchase items which would have been sent to landfill. They are also in the process of creating a state-of-the-art resource recovery and manufacturing zone, aimed at reducing the need for raw materials in the building and textile sectors. This is an excellent example of the circular economy in action in Wales.
At first glance, CWM appear to highlight 3 of the Rs from the previously mentioned R-Ladder (reduce, reuse and recycle). However, further research suggests that they are engaging in many more and are a clear example of how innovation with sustainability as a core value can close the existing linear system creating a circular economy, a view shared by Elkins et al. (2019). 
The move to the circular economy is now at a critical point and unless this change is made then resources and materials will become even scarcer, habitats and eco systems destroyed, species lost to extinction and parts of the human population driven further into poverty (UNDP, 2023). However, there are still advocates of the linear system who, in general, profit from the system such as businesses who extract the raw materials, governments in material rich countries and economists who are solely focused on profit growth (United Nations Environment Programme, 2021). This research suggests that changing to the circular economy is vitally important, but this represents real world challenges for businesses who already have a system in place that may be profitable, successful and deeply engrained in their history. These challenges will differ depending on size, location, industry etc (De Giovanni, 2022., International Chamber of Commerce and EY, 2024).
Understandably financial considerations and barriers will impact businesses changing to the circular economy. High initial investment may be needed to redesign products, technology, infrastructure and production processes and investment could be difficult to obtain due to perceived risks due to circular economy models having unproven business models (WRAP Cymru, 2023) and widely accepted claims that circular economy projects require long periods of time before financial returns are seen (Kirchherr, Reike and Hekkert, 2017., EIB, 2021., OECD, 2022).
For financial returns to be seen from a circular economy economic model there needs to be demand from consumers and heavily relies on engaging consumers in the principles of the circular economy. For years consumers have been encouraged to continually buy new, upgrade and replace and throw away old products in the linear economy. This habitual behaviour will need to be adapted if consumers are to adopt a circular approach. Lopez and Legardeur (2024) suggest cultural habits place a higher intrinsic value on new items above that of re-using and repairing. This behaviour has also led to a consumerist desire for the convenience of buying new, affordable products over sourcing materials to repair or finding experts who can do this.
How consumers treat products they no longer need is dependent on what they perceive to be convenient. For example, if recycling, donating or re-selling is perceived as too complex or time consuming then it becomes less convenient than disposing (Wrap, 2020), something which has also been observed in environmentally conscious consumers (European Commission, 2018). This clearly highlights the high regard of convenience for consumers and the challenge that business has to overcome this. The obsolescence of products has also led to consumers engagement in buying new products. 
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Terms such as ‘not built to last’ influence consumers to believe that longevity and durability of products is low which reduces the desire to re-use and recycle (Kirchherr, J., Reike, D.,  Hekkert, M. 2017 and Ellen MacArthur Foundation (2020).
Businesses also face challenges when conforming with regulation and policies. Often the speed of innovation required to create products and practices required for a circular economy is not matched by the speed of policy and regulatory change (OECD, 2022). Businesses can often resist moving away from a linear system to a circular economy as it requires business to overlap between industries and regions, meaning businesses need to navigate policies, regulations and legislations that are still aligned to the linear economy.
The challenges are, as discussed, varied from business to business and across regions. In Wales there is the added challenge of its rurality which adds cost pressure to business and consumers when considering waste. Are rural businesses able to move from linear to circular economies if locality to partner businesses restricts this? In Urban areas, infrastructure density is higher, making it easier to move products and materials around the circular economy without high transport costs, thus creating business ecosystems, and generating symbiosis between consumers and business (Fuller-Love & Murphy, 2023). Consumer engagement is key to the success of the circular economy and higher engagement is found in urban areas. Consumers in cities experience far higher exposure to circular economy campaigns and initiatives along with convenient access to re-use and repair hubs and shops (WRAP, 2020., Europa.eu, 2017). Rural areas often experience cultural shifts more slowly than cities, with consumers often attached to existing linear behaviours and a lack of peer influence or visibility of circular economy practices to instigate change (Hobson 2015).
Although the circular economy may present challenges to businesses, any challenge comes opportunities and benefits. Virgin raw materials are costly to extract, due to their reducing volume and locations, and once extracted experience volatile pricing structures. Businesses that can re-use and recover materials and components become much less reliant on sourcing such materials and WRAP (2020) suggest that UK businesses could save £23 billion a year through improvements to the efficient use of resources. Globally this figure could reach £3.7 trillion per year. Reducing waste has financial benefits too; the Wales and England landfill tax has risen by 21% from 2024 to 2025 (HM Revenue and Customs, 2025).
There are many benefits to communities from the circular economy.  Re-using can make products cheaper and more accessible to more diverse groups of consumers (Valencia et al., 2023). Community initiatives, such as repair hubs and re-use centres foster community engagement in sustainability practices (Szabo et al, 2024). Kosta, Keramitsoglou and Tsagarakis, (2025) and Tiippana-Usvasalo, Pajunen and Maria, (2023) make the argument that Circular Education should be included in education from primary ages through secondary to build engagement in children and the Ellen MacArthur Foundation (2025) suggests that the circular economy should be part of lifelong learning. Community initiatives require upskilling of participants and employees with new skills which can be passed on to future generations in the community (UNESCO-UNEVOC, 2021).
The most obvious benefit of the circular economy is to the environment with its principles of eliminating waste and pollution, circulating products and materials and regenerating nature (Ellen MacArthur Foundation, 2025). Any attempt to reduce the extraction and use of fossil fuels by reusing and recovering existing materials will benefit ecosystems and the earth's climate (Wang et al., 2022).
Evidence of the Circular Economies benefits can be seen throughout Wales. One example is Bluestone National Park Resort (Warpole et al., 2023).
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Bluestone is a luxury family holiday resort in Pembrokeshire, welcoming over one hundred and fifty thousand guests annually and turning over £30 million per year (Visit Wales, 2025). They are the first business in the world to recycle nappies and use the recovered material to create asphalt for construction (Bluestone, 2025). They are also the first resort in the UK to stop selling bottled water and replace it with water fountains, eliminating approximately fifty thousand plastic bottles per year (Business Wales, 2025). When the lodges are due for upgrades, the items normally earmarked for landfill, such as sofas and beds, are passed on to the local community and charity organisation Pembrokeshire Frame. (Bluestone, 2025). The organisation takes two approaches: sofas that are saleable are sold to the public at a discount, while the sofas that need repairing are passed to a charity that teaches practical skills to disabled and disadvantaged adults. Once repaired the sofas are passed back to charitable projects in Pembrokeshire (Circular, 2025., Warpole et al., 2023).
It's clear that a shift from the linear economy to the circular economy has numerous financial, social and environmental benefits, such as reducing waste bills, creating community hubs of knowledge and skills, and reducing damage to ecosystems. However, there are substantial challenges faced by businesses to make this change. These challenges can only be overcome with leaders in place who can inspire the cultural shift needed and are willing to take the risks perceived with investing in the circular economy. Collaboration is needed between multiple business sectors and communities to motivate engagement and share knowledge. Finally, innovation is required to make the changes needed to products, machinery and infrastructure to facilitate the Circular Economy.
Enomia (2024) ranked Wales 2nd in the world in its global recycling league table. This, along with the Welsh Government's ‘Beyond Recycling strategy’ (Welsh Government, 2021), aimed at accelerating the journey in Wales to a circular economy, shows the desire from leaders in Wales to make the cultural shift. 
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The Circular Economy Fund (Welsh Government, 2024) provides financial support for businesses and communities for planned innovation in Circular Innovation initiatives to make Wales zero waste by 2050.
The circular economy is a cultural shift that requires innovation, leadership and collaboration. There are many challenges ahead for businesses willing to make this change, but examples like Bluestone and Cwm Environmental show that these challenges can be embraced and positive results achieved.
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Figure1
Circularity strategies within the production chain, in order of priority
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