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Executive Summary
Drawing on an initial literature review and preliminary research into the core research question, this report outlines key findings from the current phase of the study. Since the onset of the Anthropocene, the Industrial Revolution has spurred economic growth while also triggering severe environmental pollution—a trend that has resulted in the establishment of the circular economy (CE) concept, now adopted by governments including China. In China’s textile industry, small and medium-sized enterprises (SMEs) are the backbone. Characterized by high resource consumption and substantial waste output, this sector holds considerable potential for CE development. However, existing research on CE in the textile industry has obvious shortcomings: most studies either focus on measurable barriers, macro-policy analysis, or center on Western industrial contexts, while overlooking the subjective experiences and cognitive processes of stakeholders of Chinese textile SMEs. This study aims to take an interpretivist lens and utilizes qualitative approaches to examine how stakeholders of Chinese textile SMEs understand CE, address practical barriers, and balance traditional business models with CE principles. The primary research goal is to address this research gap, offering theoretical insights and practical guidance for relevant stakeholders, and carries both theoretical and practical weight for CE research in China’s textile sector.

1 Introduction
This section briefly outlines the study’s core objectives, helping readers better grasp subsequent sections such as the theoretical framework, literature review, and research philosophy. It covers general background, a purpose statement (including aims and objectives), research questions, and the study’s significance. Key terms are also defined to avoid ambiguity in interpretation.
1.1 General Background
Since the Anthropocene, human activities have significantly outpaced natural changes. The Industrial Revolution has boosted economic growth but also led to severe pollution (Fischer et al., 2007). In this context, the concept of circular economy (CE) emerged from the idea of sustainable development, which aims to balance long-term economic growth with environmental protection. As a widely discussed development model, CE has been adopted by governments around the world, including Germany, Japan and China, providing a more sustainable way for production and consumption (Korhonen et al., 2018; Skawińska & Zalewski, 2018).
As the largest textile producer and consumer of the world, China’s textile industry is in urgent need of CE transformation due to its high resource consumption, heavy waste generation and low recycling rate. Currently, only about 2% of waste textiles are recycled industrially, and just 1% achieve closed-loop recycling (Xinhua Net, 2025). Importantly, small and medium-sized enterprises (SMEs) are the mainstay of this industry, accounting for most market entities, including many family-run workshops. Their adoption of CE is therefore crucial to the overall sustainable transformation of the industry (National Development and Reform Commission [NDRC], 2022; Yan, 2025). However, SMEs in this sector face multiple unique challenges in practicing CE, including insufficient funds, difficulty in accessing advanced recycling technologies (such as costly chemical separation of blended fibers), lack of access to policy information, and pressure from fluctuating raw material prices that reduce the competitiveness of recycled materials (IRE Journals, 2025; China Textile Industry Federation, 2025).

Existing research on CE in the textile industry has obvious limitations. Most studies focus on quantifiable barriers of CE implementation (such as cost and technical challenges), policy analysis at macro level, and taking Western industrial sectors as the main research objects (e.g., Hartley et al., 2022; Reike et al., 2023). Few scholars have explored the subjective experiences and cognitive processes of stakeholders in Chinese textile SMEs, such as their confusion on CE concepts and doubts about the value of CE implementation (Nath, 2025). This research gap points to an important need: to explore how stakeholders in SMEs of Chinese textile industry understand CE, deal with practical barriers, and integrate traditional business models with CE principles.

During field research at a textile SME association in China, the interviews with management representatives from various textile enterprises revealed two main challenges, which are consistent with the overall industry situation. First, many interviewees were confused about the circular economy, with common questions such as whether this concept is just the same as traditional environmental protection measures (CTIF, 2025). Second, enterprises generally worried about practical barriers to CE implementation, including cost pressure, volatile market demand and difficulty in obtaining green financing. At the same time, some enterprises questioned the strategic necessity of adopting CE (NDRC, 2022; CTIF, 2025). The cognitive biases and practical difficulties show that existing research has largely ignored the subjective cognitive aspects and context-specific constraints of SME stakeholders. They also further confirm the necessity of this study focusing on China’s local context and micro-level operational logic.

1.2 Purpose Statement
1.2.1 Research Question
The study centers on one core research question: How do stakeholders of Chinese textile SMEs experience and interpret circular economy practices?
To address this central question, three sub-questions guide the research:
(1) How do stakeholders of Chinese textile SMEs develop their understanding of the CE concept within the textile industry context?
(2) What are stakeholders' subjective perceptions of the obstacles encountered in the adoption of Circular Economy in Chinese textile SMEs?
(3) How do stakeholders of Chinese textile SMEs experience and resolve tensions between “traditional business priorities” and “CE principles” in daily operations?

1.2.2 Key Aim
This study aims to explore how stakeholders in Chinese textile SMEs experience and make sense of circular economy (CE) practices. Its core focus lies in three areas: how their understanding of CE concepts develops, how they subjectively interpret the barriers to implementation, and what paths and reasoning guide them to balance traditional business priorities with CE principles in day-to-day operations. This aim carries both theoretical and practical weight. Theoretically, most existing research relies on a positivist paradigm to measure objective barriers to CE adoption but overlooks how stakeholders’ subjective perceptions form and influence their actions. This study addresses this paradigmatic gap through an interpretivist lens, while adding to micro-level CE research tailored to China’s unique context. Practically, clarifying stakeholders’ cognitive confusions and behavioral logic around CE can offer direct guidance for SMEs to craft adaptive transformation strategies and for governments to roll out targeted support policies—ultimately helping drive the industry’s overall sustainable transformation.

1.2.2 Key Objectives
To achieve the aim, the study sets three specific objectives:

(1) Combining the textile industry’s characteristics of high resource consumption and SME dominance in China, analyze the formation paths of enterprise managers’ understanding of CE concepts, and clarify the sources and manifestations of their cognitive biases.
(2) Exploring the subjective construction logic of barriers to CE implementation based on stakeholders’ practical experiences and distinguish the differentiated interpretations of these barriers among different types of stakeholders.
(3) Investigating the trade-off mechanisms between short-term economic benefits and long-term environmental sustainability among stakeholders and revealing the specific strategies and influencing factors they use to resolve tensions between traditional business models and CE principles.

1.4 Significance of research
1.4.1 Theoretical significance
First, this study fills the research gap in circular economy (CE) literature through investigating the practices of Chinese small and medium-sized enterprises (SMEs) in textile industry and addresses the paradigmatic gap. While existing studies normally adopt a positivist paradigm, focusing on quantifying financial and technological barriers in CE implementation, little is concerned regarding stakeholders’ perceptions of CE and how the perceptions form and influence their practices. This requires an interpretivist paradigm to uncover the mechanism behind perceptions. Moreover, as most studies take Western industrial sectors as research objects, and their conclusions lack pertinence to the Chinese context due to differences in institutional environments and industrial characteristics. This study explores the perplexities and cognitive logic of stakeholders in Chinese textile SMEs regarding CE, contributing to the research dialogue of this field. 
Second, this study provides a micro view of understanding the barriers of CE implementation in the textile industry. Given that most research focuses on the systemic transformation paths of CE at macro level, little attention is paid to the stakeholders’ views of CE at micro level. Taking the subjective experiences of CE practices of SME stakeholders as the entry point, this study makes up for the lack of micro perspective in existing research, provides a new analytical angle for the integration of CE theory and Chinese local practice, and helps promote the localization of the theory.
Third, this study enriches the research on the social dimension of CE. Current CE research in the textile industry is mostly concentrated in the environmental and economic dimensions, while research on the social dimension related to stakeholders' cognitive perceptions and behavioral intentions is relatively weak. By exploring the cognitive confusion and practical needs of SME stakeholders, this study fills the research gap in the social dimension of CE in this field, helping to comprehensively understand the connotation and implementation logic of CE.

1.4.2 Practical Significance

For the government and policy-making departments, the conclusions of this study can provide reference for precise policymaking. By clarifying the core perplexities of textile SMEs in CE cognition (such as confusing CE with traditional environmental protection) and key practical barriers (such as insufficient funds, backward technology, and information asymmetry), it helps policymakers introduce targeted support measures. For example, financial incentives such as green credit and tax preferences can be launched for capital shortage; for cognitive confusion, it is necessary to strengthen the publicity and training of CE concepts and policies and build an information service platform for technology and policies to reduce information asymmetry.
For Chinese textile SMEs, this study can provide practical decision-making basis for their CE transformation. It reveals the common cognitive misunderstandings and practical difficulties of enterprises in implementing CE, helping them clarify their positioning and existing problems in the transformation process; at the same time, by sorting out stakeholders' needs, it can help enterprises design implementation paths in line with their own development characteristics (such as selecting recycling technologies and business models based on scale and resource endowments), improving transformation efficiency and success rate.




In addition, this study helps enhance public understanding of the challenges faced by textile SMEs in CE implementation and create a social atmosphere supporting their sustainable transformation. By presenting the real experiences and needs of stakeholders, it narrows the cognitive gap between the public and enterprise operations, guides the public to fully understand the difficulties of transformation, and promotes the formation of a social environment supporting green transformation, such as encouraging consumers to choose products of CE-practicing enterprises and facilitating the construction of a collaborative governance system involving government, enterprises and the public. 



2. Literature Review
2.1 Circular Economy
Circular economy (CE) is a sustainable development concept that aims to achieve a closed-loop flow of "resource-product-waste-recycled resource" in production and consumption activities (Ellen MacArthur Foundation, 2013). As a core framework for sustainable industrial development, this closed-loop model abandons the traditional linear "take-make-dispose" economic pattern and emphasizes the continuous retention of resource value throughout the production and consumption cycle (Ellen MacArthur Foundation, 2013). It aims to reduce environmental burdens while ensuring long-term economic growth, offering a practical pathway for sustainable development (Korhonen et al., 2018; Skawińska & Zalewski, 2018). Since the Anthropocene, industrialization has not only boosted economic progress greatly but also brought global challenges like resource depletion and environmental pollution, making the traditional linear economic model of "extract - produce - discard" unsustainable (Fischer et al., 2007). Against this backdrop, CE has become a core choice for promoting sustainable development in countries such as Germany, Japan, and China due to its advantages of efficient resource use and minimized environmental impact, regarded as a key solution to reconcile the contradiction between economic growth and environmental protection.
Current research in the CE field is characterized by a distinct quantitative dominance and significant biases in research focus. Regarding research contexts, most studies concentrate on Western industrial systems (Kirchherr et al., 2017; Korhonen et al., 2018). Kirchherr et al. (2017) found that among 114 CE definitions, over 70% of empirical studies adopted quantitative methods to measure resource flow efficiency, with 85% of cases derived from European and North American manufacturing sectors. Meanwhile, Korhonen et al. (2018) criticized that such quantitative dominance has led to a neglect of non-Western contexts, where CE practices are embedded in unique cultural and institutional settings (e.g., guanxi-based business networks in Chinese textile SMEs) that cannot be fully captured by numerical data alone. Scholars use quantitative methods such as data modeling and statistical analysis to explore CE policy effects, industrial transformation paths, and corporate practice outcomes in developed Western countries—for example, quantifying the role of policy subsidies in promoting circular technology adoption and measuring the impact of resource recovery rates on corporate benefits (Hartley et al., 2022; Reike et al., 2023). 
This quantitative dominance and Western-centric bias are further reflected in existing empirical studies. For instance, Bressanelli et al. (2022) took Prato’s textile cluster (a typical Western industrial district) as the research context, adopting quantitative analysis to explore how CE drives supply chain hierarchization and long-term collaboration, and concluded that CE can reverse the decline of industrial districts—but their research was limited to European industrial systems and failed to involve non-Western textile clusters with different institutional backgrounds. Similarly, Khan et al. (2021) focused on large manufacturing enterprises in Western contexts, applied structural equation modeling (SEM) to verify that CE practices drive supply chain optimization and environmental performance improvement, which aligns with the quantitative dominance feature; however, their research only targeted large enterprises and ignored SMEs, a crucial market participant. In the oil & gas and automobile industries, Sharma et al. (2023) and Zhang et al. (2021) also adopted quantitative methods: the former used statistical analysis to identify knowledge barriers to CE implementation in the Western oil & gas industry and proposed mitigation strategies, while the latter employed quantitative tools to confirm that Industry 4.0 drives CE practices and improves operational performance in the Western automobile industry. Both studies, however, focused on macro-industrial paths and corporate performance outcomes, lacking exploration of micro-level operational logic such as stakeholder perceptions (a gap already noted in Zhang et al.’s research) and internal corporate CE implementation mechanisms. Among the five studies, only Chowdhury et al. (2023) shifted focus to emerging economies (Bangladesh’s textile industry), using multi-dimensional analysis to point out that CE-driven smart waste management requires synergistic solutions to technological, managerial and policy challenges—but the study still relied on quantitative indicators to measure performance, failing to deeply explore the unique institutional and cultural factors in non-Western contexts that Korhonen et al. (2018) emphasized. Collectively, these five studies highlight the existing research gaps: first, an over-reliance on quantitative methods, with insufficient attention to qualitative exploration of non-Western cultural and institutional contexts; second, a bias toward Western industrial systems and large enterprises, with inadequate focus on non-Western emerging economies and SMEs; third, a preference for macro-industrial and performance-oriented research, with a lack of micro-perspective exploration on internal corporate operations and stakeholder perceptions.
Table 1. Research summary on CE.
	Studies
	Research Context
	Research Method
	Research Conclusion

	Zhang, Khan, and Umar (2021)
	Automobile industry
	Quantitative method
	CE can enhance the operational and economic performance of the company

	Chowdhury et al. (2023)
	Textile industry
	Quantitative method
	CE-driven smart waste management in emerging economiese textile industry needs multi-dimensional synergy, with shared risk management as a priority strategy.

	Pinheiro et al. (2021)
	Electric–electronic and
Equipment industry
	Quantitative method
	CE-oriented circular product design, driven by Industry 4.0 technologies and stakeholder pressure, enhances companies’ environmental and market performance.

	Sharma et al. (2023)
	Oil and gas industry
	Quantitative method
	CE implementation in the oil & gas industry is mostly hindered by knowledge barriers, with collaborative models and internal R&D as the most effective mitigation strategies.

	Bressanelli, Visintin, and Saccani (2022)
	Textile industry
	Qualitative method
	CE reverses declining industrial districts’ trajectories via multi-level drivers, reshapes supply chains toward hierarchization and long-term collaboration, and offers insights for stakeholders.



Existing research has several notable gaps. For one thing, the dominance of quantitative methods has pushed aside non-quantifiable elements like subjective views and value judgments, making it difficult to get to the bottom of how stakeholders make decisions in circular economy initiatives. For another, there is a serious lack of tailored research on emerging economies including China. Big differences in institutions, industrial setups, and policy directions mean Western quantitative findings are not directly applicable to Chinese industrial practices (Nath, 2025). Additionally, while macro-level systematic analyses are overrepresented, studies focusing on micro-entities such as SMEs are few and far between. This means the circular economy transformation needs of textile SMEs in China are not being addressed—even though these businesses are central to the industry (National Development and Reform Commission [NDRC], 2022).

2.2 Small and Medium-Sized Enterprises and CE practices
In Western research, there’s no one-size-fits-all definition for Small and Medium-sized Enterprises (SMEs). Most studies rely on quantitative metrics like employee count, annual turnover, and total assets, with specific thresholds varying by country, industry, and research context (Ayyagari et al., 2007). For example, European definitions typically categorize SMEs as businesses with fewer than 250 employees, along with turnover or asset limits that align with regional economic contexts (Bartoli et al., 2000). In Canadian research, a key Western economy, SMEs are defined as firms with fewer than 500 employees and annual revenue below CAD 50 million, a standard consistently referenced in Western academic discussions on enterprise classification (Beck & Demirgüç-Kunt, 2013). When it comes to the features of SMEs in Western studies, scholars often highlight their ability to adapt quickly to market changes, strong ties to local markets and networks, limited access to external funding, and focus on niche markets with specialized products or services (Bartoli et al., 2000). These traits stem from their resource constraints and organizational structure, setting them apart from large enterprises and making them a key focus in research on entrepreneurship, innovation, and regional economic development. 
SMEs are defined in accordance with the "Measures for the Classification of Large, Medium, Small, and Micro Enterprises in Statistics" (National Bureau of Statistics of China [NBSC], 2017). Specifically for China’s textile industry, medium-sized enterprises have 300-999 employees and annual operating income of 20 million to 399 million yuan, while small enterprises have 20-299 employees and annual operating income of 3 million to 19.99 million yuan (National Bureau of Statistics of China [NBSC], 2017). This study focuses on such small and medium-sized textile enterprises (excluding micro-enterprises), as micro-enterprises differ essentially from small and medium-sized enterprises in business models, resource endowments, and decision-making mechanisms (National Bureau of Statistics of China [NBSC], 2017).
Existing research on SMEs’ circular economy (CE) practices still sticks to the CE field’s heavy focus on quantitative work, zeroing in mostly on objective barriers you can measure. Researchers lean on surveys, data modeling, and similar methods to unpack issues like tight funds for green tech R&D, a shortage of specialized CE managers, and steep costs for advanced recycling technologies (China Textile Industry Federation [CTIF], 2025). The research by Arntz et al. (2024) provides a typical example for such research methods: They utilized a large EU database covering 16,365 small enterprises and employed an ordered logistic regression model to convert resource shortages and feasibility obstacles into specific and quantifiable indicators. Howard et al. (2022) did something similar, using tool demos and statistical analysis to gauge operational snags when SMEs adopt CE—both studies are all about proving objective constraints with hard numbers.
These studies provide conclusive data to identify the objective bottlenecks but are lacking in subjective aspects and human factors during the transformation process. The main shortcomings of current research are concentrated in two key areas. Firstly, there is almost no discussion of subjective viewpoints. The existing quantitative research ignores the views of stakeholders on circular economy, their value judgments, and even their emotional responses - such as the actual understanding level of the concept of circular economy by managers, or the willingness of employees to accept the circular production model. These factors directly affect whether the circular economy strategy can be truly implemented (Nath, 2025). Even qualitative research also has deficiencies in this regard: Chaudhuri et al. (2022) studied digital technology and circular economy capabilities through case interviews, but they focused more on organizational resources rather than the actual thoughts or feelings of individuals. Carisisimi et al. (2023) also conducted a multi-case analysis of small and medium-sized enterprises in Italy, spending more time classifying circular economy practices rather than deeply exploring the cognitive obstacles faced by stakeholders.
Secondly, there is a lack of targeted research on stakeholders. Most studies analyze issues from the perspective of the company level but fail to deeply explore the individual viewpoints of key stakeholders and how their interactions affect the enterprise integration practices. Maher et al. (2023) mentioned issues related to supply chain cooperation when evaluating the pilot project of small and medium-sized enterprises in Australia, but they did not delve into the different viewpoints of managers, employees, and partners. This is disconnected from the actual situation of Chinese textile small and medium-sized enterprises - most of these enterprises are family-run workshops with complex stakeholder relationships (Murray et al., 2017). Moreover, none of these five studies systematically examined subjective factors - such as the managers' acceptance of risks or the employees' ability to adapt to a new culture - how these factors interact with objective obstacles to affect the outcome of enterprise integration. This gap means that we have not comprehensively understood how small and medium-sized enterprises should deal with the transformation process of their enterprise integration.
Table 2. Research summary on CE practices of SMEs 
	Studies
	Research Context
	Research Method
	Research Conclusion

	Mahler, Yanold, and Pushpamali (2023)
	SMEs in Queensland, Australia, belonging to the textile, organic waste treatment, and construction material manufacturing sectors. It is set within a government-supported circular economy pilot program.
	Mixed research methods
	The core barriers to SMEs' CE implementation include insufficient funds, inadequate supply chain collaboration, and low policy adaptability. Governments should empower SMEs through training, funding subsidies, and procurement incentives, combined with industry-specific customized tools.

	Howard, M., Yan, X., Mustafee, N., Charnley, F., B¨ohm, S., & Pascucci, S. (2022)
	UK and European SMEs across multiple sectors, such as agri-food, bicycle manufacturing, carpet production, and shared mobility. It focuses on the practical scenario of SMEs transitioning from linear to circular models.
	Mixed research methods
	Tools like value mapping and life cycle assessment, after adaptation, can effectively support SMEs' CE practices. The transition involves three phases—opportunity identification, project initiation, and large-scale implementation—and requires regional collaboration and digital technology support.

	Arranz, C.F.A., Arroyabe, M.F., & Fernandez de Arroyabe, J.C. (2024)
	SMEs from 27 EU countries and 12 non-EU countries, covering 16 industries including manufacturing, retail, and scientific and technical activities. It includes micro, small, and medium-sized enterprises.
	Quantitative method
	SMEs face a two-stage barrier in CE transition: feasibility barriers (management evaluation phase) and resource capability barriers (implementation phase). Successful transformation requires converting barriers into challenges and achieving organizational change through gradual integration of environmental activities.

	Chaudhuri, A., Subramanian, N., & Dora, M. (2022)
	SMEs in Western countries such as Canada and the UK, involving sectors like plastic recycling, textiles, and 3D printing consumables. The context centers on the integration of digital technologies and circular economy practices.
	Qualitative method
	SMEs need exploitation and adaptive capabilities to utilize CE resources, as well as exploration and adaptive capabilities to implement digital technologies. Digital technologies (blockchain, 3D printing) enhance transparency and optimize processes, facilitating the conversion of CE value into customer value.

	Carissimi, M.C., Creazza, A., Pisa, M.F., & Urbinati, A. (2023)
	Italian SMEs across 14 industries (e.g., fashion, packaging, agri-food), with a sample of 100 SMEs and 9 in-depth case studies. It focuses on the European SME-intensive economic context, where SMEs account for 80% of Italian enterprises.
	Mixed qualitative methods
	Italian SMEs mainly adopt CE practices such as biochemical feedstock extraction (biological cycle) and recycling (technical cycle). The realization of circular supply chains (CSCs) relies on stakeholder collaboration and a long-term operational perspective, and SMEs can achieve partial or complete CSCs through multi-level practices.



2.3 Stakeholder Theory
The stakeholder theory was proposed by Roy Edward Freeman in 1984. This theory emphasizes that the sustainable development of an organization relies on coordinating the interests of stakeholders to achieve mutual benefit and win-win results. Unlike the traditional shareholder-centered perspective that only focuses on the profits of investors, this theory holds that enterprises need to be responsible for a broader group with interrelated interests and view the enterprise as an interrelated system that relies on balanced cooperation among all parties (Freeman, 1984). 
Stakeholders are described as any people, group, or organization that can impact or be impacted by the attainment of the enterprise's objectives (Freeman, 1984). This includes the primary stakeholders directly involved in the core business - such as shareholders, employees, customers, and suppliers, as well as secondary stakeholders like government agencies or local communities. For example, in the context of the circular economy (CE), stakeholders also include waste management partners and sustainability regulatory agencies (Mach et al., 2023).
Stakeholders are critical to companies because they supply indispensable resources—such as capital, labor, raw materials, and market demand—that sustain daily operations and growth; engaging with them helps mitigate risks like regulatory non-compliance or public backlash while building trust in sustainable practices; and their diverse perspectives drive innovation, enhancing the feasibility of strategic transitions (e.g., CE adoption for SMEs) and boosting long-term competitiveness (Howard et al., 2022).
In CE, this stakeholder theory can be used to analyze value creation mechanisms, as CE’s core goals require collaborative participation from multiple stakeholders (Tapaninaho & Heikkinen, 2022). Stakeholders in CE refer to all individuals or groups involved in the operation and development of Chinese textile SMEs whose interests are related to the enterprises' CE practices (Freeman, 2010). In these CE practices, stakeholders exhibit diverse characteristics and demands internal stakeholders such as managers, employees, and R&D personnel focus on cost control, workload changes, and technical feasibility respectively; external stakeholders including governments, consumers, and industry associations influence CE development through policies, market demand, and resource connection (Camilleri, 2025). As Bocken et al. (2016) note, circular innovation in the industrial field cannot be achieved by a single enterprise alone; it requires an open innovation model involving co-creation among internal and external stakeholders. 
Existing research on SME stakeholders mainly focuses on quantitative analysis of relationship management and interest conflict coordination—for example, verifying the correlation between stakeholder participation and corporate innovation performance (Garriga, 2014; Konietzko, Bocken & Hultink, 2020). However, research on stakeholders’ subjective perceptions of CE is extremely scarce, making it difficult to reveal the internal driving forces and constraints of SMEs' CE transformation.
2.4 Literature Summary
Overall, the current research on internal control of small and medium-sized enterprises exhibits a notable characteristic of "threefold focus": it leans towards the Western background, the macro level, and the objective perspective, and incorporates quantitative research. Most studies conduct quantitative analysis based on the Western institutional environment and pay insufficient attention to emerging economies like China, resulting in conclusions that lack specificity (Nath, 2025; Ray et al., 2023). From a research perspective, the core focus lies in the transformation path at the macro level and policy evaluation, with insufficient exploration of the micro-operational logic within small and medium-sized enterprises. In terms of methods, quantitative research dominates, while the subjective dimension that cannot be quantified is overlooked (Muri et al., 2017).
The core gap in current research can be summarized as "threefold deficiency": Firstly, there is a lack of a Chinese background, especially for the Chinese textile industry - an industry with high resource consumption and low waste recycling rate, and which is dominated by small and medium-sized enterprises that urgently need to undergo circular economy transformation (National Development and Reform Commission [NDRC], 2022; China Textile Industry Federation, 2025); Secondly, there is a lack of a micro perspective, and most studies still remain at the industry or national level; Thirdly, due to the lack of subjective cognition, the cognitive confusion and value judgments faced by stakeholders during the transformation process are ignored, which are precisely the key factors for the success of the transformation.
2.5 Theoretical Framework
Imanda (2014) defined the theoretical framework as the theories (or a set of theories) selected by researchers to guide the interpretation of specific phenomena or research questions. It may draw on one or more theories from the literature related to the research field or topic (Swanson, 2007). Given that the focus of this study is to explore the subjective experiences and interpretation processes of Chinese textile small and medium-sized enterprises in CE practices, the interpretivist perspective - combined with the stakeholder theory - constitutes its core theoretical foundation.
This study constructs a targeted theoretical framework by integrating the stakeholder theory and the research on CE of small and medium-sized enterprises, aiming to fill the research gap. The application of the stakeholder theory in this study has three core values: Firstly, it provides a tool for systematically identifying the key stakeholders in the CE practices of textile small and medium-sized enterprises, clarifying the interests and influence of internal and external stakeholders (Freeman, 2010; Camilleri, 2025); Secondly, the theory provides a theoretical perspective for analyzing conflicts such as the contradiction between managers' pursuit of short-term economic benefits and the government's long-term environmental goals (Tapaninaho & Heikkinen, 2022); Thirdly, it guides the optimization path through interest coordination and cross-departmental cooperation (Galarza, 2014; Koenitzko, Bocken and Hertink, 2020). Therefore, this theory provides an analytical framework for identifying key participants and their relationships, which helps to clarify the complex interest networks and interaction mechanisms behind the enterprise integration practices (Koenitzko, Bocken and Hertink, 2020).
In the context of China's textile industry, managers are regarded as the core stakeholders in the enterprise integration practices, as they directly lead the formulation and implementation of strategies. The core logic of this study lies in: focusing on managers' subjective cognition of enterprise integration, including their understanding of relevant concepts, interpretation of obstacles, and cognition of the contradiction between traditional operations and the principles of enterprise integration; further exploring how these cognitions interact with other stakeholders, thereby influencing the results of enterprise integration practices. This comprehensive framework combines the stakeholder theory with the specific context of Chinese textile small and medium-sized enterprises, compensating for the neglect of the Chinese context and micro perspective in existing research. 

2.6 Conceptual framework
This study's theoretical model seeks to thoroughly examine stakeholders' perceptions and interpretations of the importance of circular economy (CE) activities in small and medium-sized textile firms in China. The core lies in exploring how different stakeholder groups determined through stakeholder theory understand the concept of circular economy, recognize implementation obstacles and handle conflicting interest relationships. This model consists of five interrelated elements (background factors, stakeholder positions, subjective experiences, meaning construction processes, and practical achievements of circular economy), following a sequential interactive structure. It follows the inductive logic of phenomenological research and is closely related to the research's focus on understanding subjective life experiences.
Background factors form the basis of the model, covering China's institutional environment as well as the unique characteristics of the textile industry. In terms of systems, this encompasses the country's circular economy policies, regulatory guidance from local governments, and cultural norms such as Confucian values and relationship-based networks - all of which influence whether family-run small and medium-sized textile enterprises adopt circular economy practices. For the textile industry, its unique characteristics, such as high reliance on resources, labor-intensive production models, and the complex supply chains of textile industrial clusters in Jiangsu and Zhejiang, further restrict the implementation of enterprise integration (CE).
The stakeholder stance refers to various roles involved in formulating and implementing decisions related to enterprise integration. These roles correspond one-to-one with the interviewees in this study: enterprise managers, production supervisors, R&D personnel, government policy implementer, and representatives of industry associations. Each role has different responsibilities and priorities - managers focus on the balance between costs and benefits, supervisors on the effectiveness of on-site operations, and policymakers are responsible for implementing policies. These differences lead to different stakeholder groups having diverse views on enterprise integration.
The process of meaning generation is located at the core of the model, describing how stakeholders interpret CE practices through social interactions and cultural backgrounds. In the context of small and medium-sized textile enterprises in China, many of which are family firms, this means negotiating the value of CE across family hierarchies, networks of relationships, and industry norms. It is about transforming objective CE policies into subjective action guidelines. 
The practical outcomes of CE include tangible and intangible results of this meaningful creation, such as adjustments to production processes, higher policy compliance, and stronger industry cooperation. This element closes the loop of the model, links the stakeholders' perceptions with actual actions, and verifies how they understand the actual impact of CE. More importantly, this framework combines the theory of stakeholders with phenomenological insights, avoiding the one-sidedness of relying on a single theory. It bridges the gap between the individual subjective experience of CE and the inter-subjective interaction and also responds to the scholars' call to explore the value creation of CE as a relational and systemic activity (Tapaninaho & Heikkinen, 2022). It lays a solid theoretical foundation for in-depth case analysis and subsequent research conclusions.[image: 图示]
Figure 1. Conceptual Model of Paper

3 Research Philosophy
3.1 Research Paradigm
3.1.1 Overview of Research Paradigm
A research paradigm denotes a structured collection of philosophical principles and cognitive frameworks that direct scholarly investigation. It essentially delineates scholars' foundational perspectives and logical frameworks for understanding the world and investigating issues. It generally consists of three fundamental components—ontology, epistemology, and methodology—that are interconnected and sequential, thus establishing the philosophical basis of a study (Bryman et al. 2019), .
Ontology examines the essence of reality, distinguishing the existential characteristics of research entities. Epistemology examines the interaction between researchers and research subjects, elucidating viable avenues for knowledge acquisition. Methodology offers distinct instruments and practical guidelines for conducting research (Bryman et al. 2019). These three variables together influence the overarching direction and execution rationale of the research.
In social sciences and management research, positivism and interpretivism represent the two principal paradigms (Bryman et al. 2019). The positivist paradigm, grounded in natural scientific procedures, asserts that social phenomena exist objectively, independent of researchers' perceptions. It underscores value neutrality, seeks universal causal laws via quantitative approaches, and regards study subjects as quantifiable, autonomous entities.
In contrast, interpretivism stems from phenomenology and symbolic interactionism and is a response to the limitations of positivism. It discards the strict separation of the subject and the object, believing that reality is constructed through human interaction and situational experiences. In epistemology, it advocates intersubjectivity - meaning that knowledge is not passively discovered but is jointly created through the dialogue between researchers and participants. Methodologically, it prioritizes qualitative methods to capture the richness of subjective experiences and avoids the oversimplification of complex social phenomena in quantitative methods. Its core goal is to understand the "multiple truths" behind human behavior, rather than pursuing a unified objective law.
This study openly adopts interpretivism as its fundamental research paradigm. The interpretivist perspective provides a foundational epistemology, guiding researchers to focus on the subjective experiences and meaning construction of stakeholders, and to understand the operation process of corporate social responsibility from the "internal perspective" of the participants. This decision is influenced by the study's theme and objectives: it emphasizes stakeholders' subjective experiences and interpretative processes about circular economy (CE) methods in Chinese textile SMEs, rather than validating universal principles (Iofrida et al, 2024). The implementation of the circular economy model in small and medium-sized enterprises is influenced by various factors, such as cognitive biases, organizational culture, and regional policies. Therefore, a qualitative approach is needed to study the interpretation process of stakeholders. The emphasis on "subjective perceptions" and "contextual details" constitutes the fundamental strength of the interpretivist paradigm, aligning with contemporary developments in CE research (Iofrida et al, 2024).
3.1.2 Ontology
Under the guidance of the interpretivism paradigm, this study adopted a constructivist ontology centered on "relatively and diversely constituted reality". This perspective holds that the circular economy (CE) practices in small and medium-sized enterprises of China's textile industry are not independent of the objective and fixed phenomena perceived by human beings. Instead, they are dynamically formed social constructs influenced by the subjective interactions of stakeholders, situational experiences, and the process of meaning construction (Briman and Bell, 2025).
Unlike the single and measurable reality advocated by positivism, this study argues that CE practices have different meanings for different stakeholders: managers may view it as a strategic choice to balance costs and policy requirements, employees may understand it as an adjustment to the operational processes, and government stakeholders may define it as an environmental governance tool. These different perspectives stem from differences in roles, interest demands, and situational backgrounds, collectively constituting the "diverse reality" of CE practices in the research context. This is consistent with the core viewpoint of constructivist ontology, which states that "reality is influenced by context and is subjective".
This ontological stance resonates with the fundamental premise that "social phenomena gain meaning through human interpretation”CE practices in textile SMEs can only take shape and evolve through stakeholders’ cognitive judgments, behavioral choices, and interactive negotiations. As Millar et al. (2019) noted in their research on circular economy, industrial circular transformation is not a static technical or institutional arrangement, but a dynamically constructed process embedded in specific social interactions. Therefore, to understand these practices, one needs to explore the diverse and context-dependent realities constructed by the stakeholders, rather than seeking universal and objective truths about the implementation of corporate social responsibility.
3.1.3 Epistemology
This interpretivist viewpoint is grounded in the philosophical traditions of hermeneutics and phenomenology, highlighting that social phenomena are influenced by human subjective experiences, relationships, and the construction of meaning (Choudhury, 2014). In contrast to positivism, which aims for absolute and universal laws, interpretivism asserts that reality is varied and contingent upon particular settings. Consequently, comprehending social events necessitates an analysis grounded in the subjective experiences and cultural contexts of the individuals (Sheferman, 2024). This corresponds with the fundamental principle of enterprise environment research in particular circumstances, as my preliminary field inquiry also suggests. Enterprise environment practices are not fixed technological models, but rather dynamic processes influenced by the subjective perceptions and behavioral decisions of stakeholders (Miller, McLaughlin, and Borg, 2019).

3.1.4 Axiology
From the perspective of interpretivist, the researcher’ values are crucial for understanding the social reality. It is important for the researcher to engage the values ethically in the research process, from participant recruitment, data collection and analysis, as well as disseminating the research conclusions to the public. Four important principles regarding the axiology of interpretivist paradigm are proposed by Slote (1985) as privacy, accuracy, property and accessibility. Privacy concerns the protection of the information provided by the participants from leakage. Accuracy focuses on the error-free record of the data. Property is about the owner of the data, as well as the payment fairness of the data. Accessibility concentrates on the people who have the right to access the data.
In this study, as the data related to the CE operation and management of SMEs is collected and analyzed, the researcher will insist on a holistic-altruistic value in the research, emphasizing the solidarity and harmony of the human world and the nature (Papuziński, 2013). This value is consistent with the concept of sustainable development, and a stakeholder view of the CE practices, which focuses on the mutual benefit obtained from the CE by not only the company, but also the society and the environment.
3.1.5 Conclusion of the research paradigm
In the context of this study, the implementation of circular economy in small enterprises of the Chinese textile industry is not merely a technical or economic issue - it also involves the subjective understanding, value judgments, and behavioral choices of the stakeholders. For instance, managers’ confusion about the CE concept (“Is circular economy equivalent to ‘environmental protection’?”), anxiety about cost pressures, and hesitation in balancing short-term interests with long-term sustainability all reflect the subjective construction of CE practices. The interpretivist perspective allows researchers to move beyond identifying objective barriers such as costs and technologies, and instead delve into how stakeholders perceive, interpret, and respond to CE-related issues. This deeper exploration is crucial to truly understanding the internal logic behind CE implementation dilemmas in textile SMEs (Reike et al., 2023).
3.2 Research Methodology
3.2.1 Qualitative Research
Among the five qualitative research methods listed by Creswell - phenomenology, ethnography, grounded theory, case study, and narrative inquiry - I chose phenomenology as the core method for this study. Its main advantage lies in being able to reveal the "personal experiences" of individuals when they come into contact with a specific phenomenon and the subjective meanings they attribute to these experiences (Creswell & Poth, 2018) - this focus aligns perfectly with my research objective. Specifically, I aim to explore the actual cognition and understanding methods of stakeholders in China's small and medium-sized textile enterprises regarding the principles of circular economy (CE), their views on the actual obstacles they face in implementing circular economy, and how they handle the tension between traditional business models and practices that conform to the principles of circular economy in their daily work.

This consistency is precisely what makes phenomenology stand out as the most suitable choice here, compared to other qualitative methods. It is so in contrast to empirical research, which emphasizes long-term immersion and observation of specific cultural groups. This is too broad for research that focuses on individual experiences rather than the dynamic of group culture. On the other hand, grounded theory focuses on constructing new theoretical frameworks - a goal that is contrary to my concern for interpreting and explaining the existing experiences of stakeholders, rather than constructing new theories. In contrast, phenomenology's sole focus is on "how an individual experiences a certain phenomenon", which directly addresses a key gap in current literature: Most enterprise ethics studies in the textile industry have ignored the real, first-hand viewpoints of stakeholders of small textile enterprises in China.

Table 3. Summary of the research approach
	Qualitative Research Approach
	Core Purpose & Key Characteristics
	Rationale for Adoption/Rejection
	Alignment with CE Stakeholder Research

	Phenomenology
	This approach digs into the core of shared lived experiences, focusing on how individuals make sense of their own subjective realities within specific contexts (Creswell & Poth, 2018; Van Manen, 2016).
	Adopted. It aligns perfectly with the study’s focus on stakeholders—managers, production supervisors, and policymakers alike—in Chinese textile SMEs. For this research, it’s critical to capture how these groups interpret CE practices amid local cultural norms, like guanxi-based business networks.
	Highly aligned. Uncovering stakeholders’ thoughts, emotional responses, and practical reactions to CE rollout is the core goal here, and phenomenology is well-suited to this task.

	Grounded Theory
	Researchers using this method build new substantive theory inductively from raw data, relying on systematic coding and theoretical sampling to explain social phenomena (Creswell & Poth, 2018).
	Rejected. Stakeholder theory (Freeman, 1984) already provides a solid, tested framework for analyzing how stakeholders interact around CE initiatives. Developing entirely new theory is unnecessary in this case.
	Low alignment. The study leverages existing theory to explore real-world CE experiences, not to construct new theoretical models from scratch.

	Narrative Inquiry
	It centers on individual life stories over time, exploring how personal accounts both shape and reflect the broader social environments people inhabit (Creswell & Poth, 2018).
	Rejected. The research zeroes in on shared perception patterns across multiple SMEs, not on individual life histories or how personal stories evolve with time—this would shift focus away from CE practices.
	Minimally aligned. Its emphasis on individual narratives over group-level insights means it does not match the study’s core objectives.

	Ethnography
	Ethnography requires deep immersion in a cultural group’s daily life, with the goal of interpreting the shared beliefs, values, and behaviors that define that group (Creswell & Poth, 2018).
	Rejected. The study’s main aim is to examine stakeholders’ experiences with CE practices, not to conduct a holistic analysis of Chinese textile SMEs as a distinct cultural group—that scope is far beyond what is needed.
	Moderately aligned. While it acknowledges cultural contexts, it overfocus on holistic cultural study makes it ill-suited for the research’s narrow focus on CE.

	Case Study
	This method involves in-depth investigation of a single bounded system such as one organization or community—within its real-world context (Creswell & Poth, 2018)
	Rejected. The research intends to explore CE experiences across 5-7 textile SMEs, focusing on common themes across these cases rather than deep diving into just one entity.
	Moderately aligned. It works for organizational research, but it focuses on single cases conflicts with the study’s multi-SME design and cross-case analysis goals.



3.2.2 Research design/method
3.2.2.1 Data Collection
This research will use semi-structured interviews as the principal approach for data collecting. We will employ purposive sampling to recruit 15 to 20 participants from 5 to 7 small-scale textile firms in the provinces of Jiangsu and Zhejiang. The participant group will consist of essential stakeholders engaged in circular economy (CE) decision-making, specifically 6 to 8 enterprise managers, along with other vital internal and external stakeholders: 3 to 4 production supervisors, 2 to 3 R&D personnel, 2 to 3 local government policy implementers, and 2 representatives from industry associations. This sample size adheres to Creswell's (2018) guidelines for attaining data saturation in phenomenological research.

This interview guide will be designed around three research sub-questions, following the phenomenological approach of Van Manen (2016) to explore actual experiences - focusing on aspects such as stakeholders' understanding of the concept of circular economy, the obstacles they encounter in implementing circular economy, and how they balance traditional operational priorities with the principles of circular economy. The interview will begin with a basic question: "How do you understand circular economy?" Then, a series of in-depth questions aimed at obtaining detailed accounts will be raised, such as: "Please describe a specific experience when you participated in circular economy practice - what were your thoughts and feelings at that time?" All interviews will be conducted in Mandarin, with the location chosen by the participants to ensure their comfort and willingness to share. Each interview will last 45 to 60 minutes and can be conducted face-to-face or via video call. After obtaining the participants' prior written consent, all interviews will be recorded and then transcribed in the original Chinese. To ensure the integrity of the data, the Chinese text will then be translated into English, and subsequently, a bilingual researcher will conduct a back-translation from English to Chinese to verify the accuracy of the translation and then proceed with in-depth thematic analysis.



Figure 2. Three-stage Semi-structured Interview Process for Textile SMEs' Circular Economy Research


3.2.2.2 Data Analysis
This study will combine the methods of content analysis and thematic analysis. Firstly, through content analysis, the emotional tendencies, the frequency of key concepts' appearance, and the relationships in the interview records will be identified, thereby capturing the intuitive views of the stakeholders on circular economy. Subsequently, thematic analysis will be applied for coding: the first-level coding will focus on core concepts such as "CE cognition" and "implementation obstacles"; the second-level coding will further refine these concepts into specific categories, such as "concept confusion" and "financial constraints"; the third-level coding will delve deeper into potential themes - for example, "the cognitive differences between CE and traditional environmental protection" - to reveal the mechanisms that influence the views and behavioral choices of the stakeholders.
3.3 Ethical considerations
This study uses semi-structured interviews to explore how stakeholders of Chinese textile SMEs perceive and engage with circular economy practices. Guided by Seedhouse’s (2008) Ethical Grid—from Ethics: The Heart of Health Care (3rd ed.), a reflexive decision-making tool not a prescriptive theory—we outline key ethical considerations across four dimensions.
3.3.1 External Considerations
We strictly comply with China’s Personal Information Protection Law (2021), Cybersecurity Law (2017), and CNTAC’s (2023) Guidance on Social and Environmental Due Diligence for China's Textile and Apparel Enterprises. Only research-critical information is collected, excluding sensitive data. Participants are reached via formal channels, with recognition that guanxi (interpersonal networks) shapes access and consent (Zhang & Halim, 2022).
3.3.2 Consequential Layer
A strict de-identification process is adopted: enterprise names are replaced with codes, and specific details (location, employee count, product specialties) are generalized or omitted to prevent identification (Saunders et al., 2018), shielding participants from commercial or reputational risks.
3.3.3 Duties and Motives
Managers are fully briefed on research details, confidentiality measures, and potential relational costs of refusal or withdrawal (Zhang & Halim, 2022) to ensure informed consent. Clear boundaries for commercial information are set; inadvertently disclosed sensitive data is deleted or anonymized upon request (Painter-Morland & Dobie, 2014).
3.3.4 Concern for Individuals
Participants may withdraw unconditionally without impacting future interactions and can ask for interview content removal. Interview formats and durations are adjusted to fit their schedules, with professional terms explained in plain language. As a Chinese researcher familiar with the textile industry, I reflect on how my positionality influences power dynamics and data interpretation (Braun & Clarke, 2013).

4 Research limitations
This study has some limitations. In terms of data collection and analysis, as this is a qualitative study based on semi-structured interviews, the sample size is relatively small and is limited to small and medium-sized enterprises in the Chinese textile industry in a specific region. This may limit the general applicability of the research results to the entire industry. Additionally, although strict coding standards were followed, the text data analysis is still influenced by the subjective interpretation of the researchers, which may affect the objectivity of the results. In terms of the research scope, the focus on small and medium-sized enterprises in the Chinese textile industry has led to limitations in terms of region and industry, making it impossible to compare the CE practices of these enterprises with those of other countries or industries. Moreover, this study mainly focuses on the perspectives of managers, with relatively less attention paid to other stakeholders such as employees and consumers. This may result in an incomplete understanding of the overall mechanisms driving CE practices in small and medium-sized enterprises.
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Stage 1: Interview Preparation & Sampling                            ▫️Purposive sampling: 5–7 textile SMEs in Jiangsu & Zhejiang, 15–20 core stakeholders         ▫️Develop interview guide and prepare informed consent forms   ▫️Sample size aligns with Creswell's data saturation recommendation]

[Stage 2: Interview Implementation & Transcription         ▫️45–60 min Mandarin interviews: face-to-face/video, venue chosen by participants  ▫️Full audio-recording with participants' written consent  ▫️Verbatim transcription of recordings into Chinese texts]

[Stage 3: Text Verification & Archiving   ▫️Chinese-English-Chinese back-translation by bilingual researchers             ▫️Verify translation accuracy to ensure data integrity  ▫️Archive validated texts for subsequent thematic analysis]
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