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Introduction
The circular economy is a concept currently promoted by the EU, by several national governments, as well as multiple businesses around the world (Korhonen, J., Honkasalo, A. 2017). A relatively new idea, a circular economy would turn goods that are at the end of their service life into resources for others, closing loops in industrial ecosystems and minimizing waste (Stahel, W. 2016).
Since the industrial revolution in 18th century, we have been living in a linear economy which is generally described as take- make- dispose. Take the resources you need, make the goods to be sold and make profit and dispose of everything you do not need (Sariatli, F. 2017). In our current linear economy, approximately 80% of what we use is directly discarded after usage (Sempels, C., Hoffmann, J. 2013). A growing population means a growing demand for resources. According to the Global Footprint Network we currently need the equivalent of 1.6 Earths to provide the resources we use (GFN, 2020). By year 2100, we will need 3 Earths to continue living the way we do (TWC, 2020). If the world was to continue using resources and producing waste as it is, humans would cease to exist in future. The idea of a circular economy is just one of the many tools which have been created in order to conserve the environment, climate change and resource scarcity. So what exactly is the ‘circular economy’ and how does it differ from the linear economy which we know today?
As defined by (Korhonen, J., et. al. 2018) the circular economy is an economy constructed from societal production- consumption systems that maximises the service produced from the linear nature-society-nature material and energy throughput flow. This is done by using cyclical materials flows, renewable energy sources and cascading. Similarly, the most frequent circular economy definition has been provided by Ellen MacArthur Foundation which states that the 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 and aims for the elimination of waste through superior design of materials, products, systems and business models” (Ellen MacArthur Foundation, 2013).
The linear economy on the other hand, has been defined by the late, world leading economist Paul Samuelson as ‘how people and society end up choosing, with or without the use of money, to employ scarce productive resources that could have alternative uses, to produce various commodities and distribute them for consumption now or in the future amongst various persons or groups’ (Samuelson, P. 1976). Similarly, as defined by Will Kenton and Michael Sonnenshein, the economy is the large set of inter-related production, consumption, and exchange of activities that aid in determining how scarce resources are allocated (Kenton, W., Sonnenshein, M. 2020).
The main difference between the linear economy and circular economy put simply is that in a linear economy we mine raw materials that we process into a product that is thrown away after use. A circular economy on the other hand has closed cycles for all these raw materials (Kenniskaarten, 2020). The below image (Figure 1) shows the comparison between the linear and circular economy. Optimal use of raw materials and resources is used in the circular economy cycle by reusing the resources as frequently as possible and therefore minimizing disposal of non- renewable resources.
Figure 1.
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Image taken from Netherlands Environmental Assessment Agency: https://themasites.pbl.nl/o/circular-economy/
The circular economy is expected to promote economic growth by creating new businesses and job opportunities, saving materials’ cost, dampening price volatility, improving security of supply while at the same time reducing environmental pressures and impacts (Kalmyova, Y., Sadagopan, M. 2018).
An ecological disadvantage of the linear economy is that it relies on using finite resources- metals, minerals and fossil fuels (Weetman, C. 2019). When something is finite, eventually it will run out, the linear economy causes stress upon ecosystems and jeopardises the provision of the essential ecosystem services such as water, air and soil cleaning (Michellini, Moraes et al., 2017). The circular economy however, reuses these finite resources to make their lifespan longer, and also implements new technology with the use of renewable energy and resources which causes less damage to the environment and thus providing a healthier and more sustainable climate for human kind whilst relieving the stress placed upon ecosystems.
The sharing economy refers to the sharing of goods or other resources by multiple people (Ferguson, S. 2016). Clearly defining the sharing economy to encompass the whole idea is difficult due to the range of activities which are included. However, the sharing economy activities fall into four broad categories: recirculation of goods, increased utilization of durable assets, exchange of services, and sharing of productive assets (Schor, J. 2014). The relation of the sharing economy and the circular economy is very strong, both comprise of the recirculation of goods and limit resources used. Many professionals consider the sharing economy to be a smaller branch of the circular economy and the success of it will allow for circular economy to thrive. 
Essentially, most, if not all, sharing economy providers are service providers (Habibi, M. 2019). In recent years, a huge shift from product ownership to service acquisition has taken place. Millennials in general have shifted from product ownership to access (Belk, R. 2014). The motives behind the shift have been argued since it’s introduction, one motive being the benefit the sharing economy has to the environment, also the greater convenience to the public and the greater value placed on experiences rather than consumption (Nelson, N. 2013). Regardless of the motive behind the behavioural shift, the sharing economy is advantageous to all involved as it provides users of the services with reduced costs and also provides owners of the services with an income. Additionally, the sharing economy allows for better resource allocation and utilization (Quattrone, G. et. al. 2016) due to the reduced demand for products to be manufactured as they are being shared, consequently this decreases the amount of natural resources being used and simultaneously decreasing waste. 

IKEA and it’s Circular Economy Strategy
IKEA has been the world’s largest furniture retailer since late 2000s (BizVibe, 2018). For the financial year of 2019, the global home furnishing brand amassed a turnover of £2.120billion in the UK alone (IKEA, 2019). In recent years, IKEA have come leaps and bounds in their circular way of working and have pioneered the way in furniture manufacturing for a more sustainable future. IKEA claim that they are doing their part by transforming the way we work to become circular and climate positive and to have a positive social impact (IKEA, 2021). Similarly, they state that their aim is to “use more renewable and recycled materials, eliminate waste in operations and change the way we design products and the services we offer to prolong the life of products and see them as resources for the future” (IKEA, 2021). This clearly shows that IKEA have made it their mission to become a circular organisation and care about the issues which are affected by the usage of natural resources and non-renewable energy. In recognition of their work in all aspects of the organisation from: product development, material sourcing, supply chain development, logistics set up, to development of the meeting with customers (NewsRoom, 2018), in 2018 IKEA received The Accenture Strategy Award for Circular Economy Multinational, an initiative of the World Economic Forum. Managing Director of IKEA Group, Peter van der Poel stated that “We are only in the beginning. This prize is inspiring and indicates that we are on the right track” (NewsRoom, 2018). 
IKEA have opened their first second-hand furniture store in Sweden which is just the beginning of their work which will enable them to reach their target to become fully circular by 2030 by using renewable or recycled material only, an helping customers prolong the life of their products (Ringstrom, A. 2020). Every product sold within the store would have been delivered from recycling centres where they are prepared or repurposed for sale. The pilot store is a tester which will be reviewed on its success after 6 months and then eventually rolled out internationally. 
Furthermore, IKEA also announced a buy-back scheme for customers- it gives vouchers in exchange for the return of unwanted furniture and other items which will be reused, resold, or repurposed (Fleming, S. 2020). The buy-back scheme is an incentive which will give customers a reason to want to help the environment and support IKEA to become more circular, despite the fact that it initially will cost IKEA more money than what they will receive. This dedication shows the deontological ethics that IKEA are acting upon and are making business decisions based upon their duty to care for the environment, rather than focusing primarily upon maximizing profits. 
Parent company of IKEA, Ingka Group invested 2.5billion euros in onsite and offsite wind and solar power. These investments have enabled the business to generate more renewable energy than it consumes across all operations in 30 countries (IKEA, 2019). Again, this enormous investment has shown IKEAs dedication to becoming circular and thus allowing for a more sustainable future through the use of renewable energy. Some statistics from the IKEA Annual Report 2019 show that “ 2 tonnes of textiles collected via the Textile Take- Back scheme, 98% of packaging is renewable, recyclable or recycled, 12,405 mattresses, beds, appliances and sofas collected from customers” (IKEA, 2019). IKEA are doing extremely well in their circular economy development strategy and should continue as they are by creating innovative ways to retain as many resourced as possible and minimizing waste, they are truly setting an example for others in manufacturing to follow.

Challenges of the Circular Economy
In a recent survey, world leading research and advisory company, Gartner, found that “51% of supply chain professionals expect that the focus on their circular economy strategies will increase over the next 2 years” (Stamford, C. 2020). When asked on the drivers for the increase, respondents stated that consumer pressure was one of the main forces which would drive the change. 
When looking to implement a circular economy approach to operating a business, there are multiple barriers which must be overcome, some of which differ depending upon the industry the organisation operates within.
One challenge which is faced when creating the ‘ideal’ circular economy is a phenomenon known as ‘planned obsolescence’. Evidence which has come to light in recent years affirms that product life spans are falling (Bakker et al. 2014), as described by (Cooper, T. 2010) planned obsolescence is the outcome of a deliberate decision by suppliers that a product should no longer be functional or desirable after a pre-determined period. One of the biggest technology companies in the world, Apple were infamously investigated by multiple countries (including US, France & Israel) for suspected planned obsolescence. After a French investigation conducted on Apple, they admitted that older iPhone models were deliberately slowed down through software updates (BBC, 2018). Thus, the greed of multi-national corporations in particular is posing as a challenge to the circular economy as profitability is desired more than sustainability and protecting the earth for many of these companies. 
By making the lifespan of products shorter, consumers will need to purchase products from a supplier more frequently and therefore increasing the supplier’s sales and profits. Many of the products, frequently technology based, are non-recyclable and therefore will eventually get thrown into landfill and ending the lifecycle of the product after only several years, which goes against the foundations of a circular economy where the aim is to continually re-use resources.
Additionally, another key challenge which is faced when promoting the idea of a circular economy to business is the financial expense. Using China as a prime example, the country with the world’s largest annual industrial output of $4.566trillion in 2016 (Kiprop, V. 2019). In China, the resource taxes are very low, which means that in many cases raw materials are so cheap that industries prefer to purchase virgin raw materials rather than recycled alternatives that sometimes require additional, sometimes costly, processing (Geng, Y., Doberstein, B. 2008). With a lack of incentive for an organisation to purchase previously used materials, it is unlikely that a circular economy will come in to place as companies are unable to bare the extra financial burden in doing so. Similarly, there are no incentives substantial enough or even at all to encourage new companies to develop new methods and technology to allow for reutilization of materials at a reasonable cost, thus making it more difficult for a true circular economy to be in place.
Swot Analysis of IKEA
SWOT Analysis is a simple but powerful tool for sizing up an organisations resource capabilities and deficiencies, its market opportunities, and the external threats to its future (Thompson, A. et al., 2007). Used for strategic planning, a SWOT analysis is useful for identifying internal strengths and weaknesses as well as external opportunities and threats. Assessing the true position of an organisation can allow to plan for the future and the competitive strategy of the organisation. Below is a SWOT Analysis of IKEA. 
	Strengths
	Weaknesses

	· World leaders in low-cost furniture sales
· Good reputation and brand image
· High revenue and profitability
· Vast product range
	· Weak presence in Asia
· Standard products
· Third party manufacturers


	Opportunities
	Threats

	· Expansion to emerging economies
· Integration into the circular economy
· Sustainable operations
· Online sales
· Emphasis on CSR
	· Competition
· Decrease in furniture sales
· Global economic and financial crisis
· Legislation and tax on raw materials




When analysing the current market position of IKEA, there is no doubt that they are the best at what they do. However, being largely a manufacturing of furniture goods company, IKEA use a lot of wood in their products and therefore take from the environment in the form of trees and wood. IKEA have done well in setting short term goals to tackle sustainability and the circular economy, these include the buy-back scheme and the second hand store where everything is reused or recycled. However, long term it would be beneficial if IKEA were to focus heavily upon increasing the earths supply of natural resources. Natural capital is a reference to the inventory of natural resources held by companies, such as water, gold, wood (Mitchell, C. 2020). If IKEA were to invest heavily into their natural capital and therefore ‘giving back’ to the environment, there would be a reduction in CO2 levels due to the increased amount of trees and forests, therefore improving our Earths’ ecosystems and the quality of air which we breathe whilst also providing habitats for animals to live.
Conclusion
In conclusion, this investigation has analysed the relationship between the circular economy and business by using a case study of IKEA. Firstly, the key components of the circular and linear economies and the difference between them both were stated as well as an introduction the sharing economy and the role it has played in the societal switch from product ownership to service acquisition. The position of IKEA with regards to their circular economy operations was analysed using a SWOT analysis which identified potential threats to the company and opportunities for expansion with an emphasis on sustainability and the circular economy. The circular economy can be achieved through long- lasting design, maintenance, repair, reuse, remanufacturing, refurbishing, and recycling of products/ materials (Geissdoerfer, M. et. al, 2017), this minimizes waste and therefore damage to the environment which enables a more sustainable future. From the analysis of IKEA, it was pleasing to find that the world leading furniture sales company have expressed their dedication to sustainability and the circular economy and are working tirelessly to become circular and provide value to the environment. If IKEA were to continue improving the way in which they operate, they are likely to reach their 2030 goal of becoming circular and giving back to the environment, more that which they take. This would set a benchmark for other global organisations to do the same and consequently, aiding the world in it’s fight to protect the environment that we, as humans require in order to survive. 
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