Circular Economy 
Executive Summary
This assignment is going to discuss the circular economy and how a company identifies the circular economy in their business and the strengths and weaknesses it involves. It will also discuss if a company isn’t doing well with their circular economy or what they can do to improve and help the environment.

Introduction
In a circular economy, social and environmental concerns are taken into consideration. We are running out of natural resources, piling up waste, and the earth's biocapacity cannot support our needs anymore. In order to halt this trend and protect the planet, we must rethink our production methods, consumption patterns, and waste management practices. Circular economies play an important role here. (Gendre, 2022)

There are many sectors involved in the circular economy, including agriculture, energy, climate change, and water. Using circular economy practices in all of these areas while also taking social justice into consideration creates a unique framework for achieving the Sustainable Development Goals. Reducing, redesigning, reusing, repairing, remanufacturing and recycling are some examples of circular economy practices. (schröder, 2020)

An effective circular supply chain would improve the efficiency and productivity of processes like product design, procurement, and waste management. In order to start, businesses can recycle more and better, rent goods, and extend the life of products.  (Terence Tse, 2016)

Circular economy is very important within businesses. A circular economy is a very different model than the traditional linear economy, in which resources are taken, made, consumed, and thrown away. There is a finite supply of raw materials and a vast amount of waste produced by this way of living. There are more than 2.5 billion tonnes of waste produced annually by the European Union, for instance. The extraction and processing of raw materials have a negative impact on the environment and increase CO2 emissions and energy consumption. (Masterson, 2022)

To meet the competing demands of the human population, you need a large amount of biologically productive area. Fishing and food production areas, fibre production areas, and wood regeneration areas are included in this category. Additionally, it includes facilities for storing and extracting commodities and infrastructure for absorbing carbon dioxide from fossil fuels.  Over 70% of waste is predicted to be generated by 2050, but only 16% of it is recycled. Plastic waste accounts for 80% of global production, with only 9% recycled. The amount of plastic entering the ocean each year amounts to 12 million tonnes. It is estimated that almost a third of all food produced in the world is wasted. (Jack Dempsey, 2022)

The circular economy should be used within all businesses to ensure they are sustainable which influences individuals to use their company. Every firm, and I mean all businesses, needs to include sustainability into its daily operations.  Customers and employees, especially top performers—are aware that combating climate change requires a worldwide effort including every country, business, and organisation as well as every family and individual.  There is no turning back from disregarding corporate social responsibility, sustainability, and climate change. (Elsey, 2021)

If all businesses followed the circular economy within their company, it would help sustainability and the environment tremendously. If businesses found a way to be more sustainable it would help the environment and minimize waste. If businesses re-think their business and how they could reduce their impact on the environment and be more sustainable for example, reusing their packaging, using eco-friendly equipment to create their products how their products or services are transported e.g., through flying over the world and increasing carbon emissions on the environment. all these aspects within businesses have an impact on the environment and it takes all these businesses and individuals to destroy our planet if they don’t do something. 

It takes a lot of energy and water to extract and collect raw materials. As well as emitting toxic substances into the environment, the production process is also a major pollutant. Our ecosystem is also negatively affected by the accumulation of waste resulting from accelerated production and consumption. In addition to the non-renewability of natural resources, including mineral and fossil fuels, there is another issue. (Noto, 2021)

There are two unsustainable processes in a linear economy: resource scarcity and excessive pollution. It is both of these that lead to degrading ecosystems and concentrating wealth, as well as creating social inequities. Using technology inspired by nature, a circular economy uses renewable resources to reuse and redevelop resources that are already in circulation within the production cycle. (Andrew Thomson, 2019)

There are many advantages and disadvantages for the linear economy which the circular economy can learn from. There is no limit to the number of products that can be created and sold in the linear economy. As a result, nations can maximize their use of natural resources. An environment that is viewed as a free resource with no limitations is considered a simple resource for nations that adhere to a linear economy.  It is imperative to shift first from a linear economy to a "reuse economy" before making the final switch to a circular economy. (Ascott, 2021)

Chosen organisation’s Circular economy credentials.

The organisation I have chosen for this assignment is the clothing brand H&M. H&M, a Swedish clothing retailer that was established in 1947, has developed into one of the most well-known fashion brand icons. At the point when organizer Erling Persson opened his most memorable H&M shop in Sweden in 1947, he considered it as Hennes, which converts into Swedish for "Hers." Since Hennes at the time only sold clothing for women, this rendering was quite literal. (Hong, 2023)

A fast fashion brand known for its circular approach has pledged to do better by 2040. Ellen MacArthur Foundation, an environmental charity dedicated to promoting circular economies, has worked with H&M to develop a new strategy. H&M made 6 targets to reduce their carbon footprint which are, in order to achieve carbon neutrality by 2050, emissions must be reduced by at least 8 percent each year, make climate-smart agriculture a priority and stop deforestation and transforming the supply chain for plant nutrients into a circular process as an example.  (Counter, 2022)

Besides the H&M in-store collection program put into place in 2013, Looper Textile plans to collect garments from municipal containers across Europe. It is estimated that 60 percent of items will be suitable for resale and will be distributed through a network of companies online, across off-price second-hand chains across Eastern Europe, and through African importers. In approximately 5% of cases where apparel cannot be reused or recycled, it will be incinerated for energy. About one-third of apparel will go to recycling plants in order to be 'downcycled', most commonly into insulation for cars or sofa stuffing for furniture. (Faithfull, 2023)

H&M's goal with the circular economy strategy is to maximize the value of resources at every stage of the value chain. Beyond merely recycling, it examines the sourcing, treatment, and design phases of garment production. H&M has previously carried out different moves toward 'close' its worth chain. The company intends to only use sustainable raw materials by 2030. This includes finding better ways to treat materials like cotton, which needs a lot of chemicals and water. In its stores, H&M offers a collection of clothes. It has collected nearly 29,000 tonnes of recyclable materials. It has also put a new emphasis on making these materials last longer for restoration and reuse. (shankar, 2020)

H&M has made these proposals to try and increase their circular economy and help the environment however it doesn’t just happen straight away businesses need to analyse how they can put these measures into place, but it isn’t easy. H&M is a good company to use as an example for their plans for the circular economy however there is always room for improvement.  H&M have proposed to reuse their clothing and have made drop off points in their store for old clothing collection, which is more than most stores, but do they actually recycle their products and help the environment. 

H&M has an initiative called “circularity-driven innovation” which is a clothing collection made out of denim. The new collection is made up from three primary materials with the intention of making its productions more circular. These materials made in part from upcycled cotton scraps and the other part from wood, and CIRCULOSE Viscose, a cellulose fibre made from discarded textiles like old jeans. For the company's "circular denim," these materials will be combined with denim and recycled cotton.  However, neither the location nor the method by which the recycled material was sourced were made public by the company, nor were the proportions of the more environmentally friendly materials in the finished product. (Pek, 2022)

Every business has its potential to use their circular economy and help the environment. H&M is successful using the circular economy and are trying to be more sustainable. In this day and age being more sustainable encourages individuals to buy their products and gives businesses a good reputation. More needs to be done to help the environment otherwise the world will be destroyed overtime which is why all businesses should use the circular economy to help their environment however it isn’t easy for smaller businesses however H&M can use its reputation of being a successful business and influence other businesses to follow this which will happen overtime because organisations see each other as competition and if they see H&M doing so well with their circular economy hopefully others will follow and help the environment in the long run. If we think of other companies, they don’t recycle their clothes and have collection points in their store to recycle and reuse their clothing to help sustainability. 


Challenges that H&M face:

All organisations face challenges within their businesses from sales, money issues or ethical factors and many more every day.  In the year to the end of August, the company closed almost 200 locations, mostly in Europe, as online sales increased. In addition, it stated that during the summer, sales were low in major markets while freight and raw material costs increased. According to H&M, store employees would not be affected by the reductions, which would affect head office operations worldwide, including the UK. (Butler, 2022)

A huge challenge for businesses it how technology is changing businesses and affecting individuals’ livelihoods. Fair enough online shopping is very convenient for individuals however as stated above H&M had to close many stores in Europe because of online shopping and less individuals shopping instore. In future technology will take over and there won’t be stores open and everything will be online which is convenient however if we think about it doesn’t help the environment in the long run for example, buying online means transportation from a warehouse to many different places like the local post office to the buyer’s home which causes carbon emissions which affects the environment. Also packaging used for online orders compared to buying in store and buying a recyclable or paper bag. All packaging should be recyclable to help the environment and made businesses more sustainable. 

As businesses attempt to reduce rising costs in order to maintain profitability, staffing levels are decreasing in many parts of the retail industry as well as in others. In addition to staff reductions, H&M is continuing to renegotiate a significant number of leases, resulting in store additions and rebuilds. One-third of the group's leases can be renegotiated or terminated annually thanks to the contracts. (Rozario, 2022)

H&M took a hit back in 2020 when Covid-19 sent the world into lockdown for the pandemic which reduced sales for the organisation and made more individuals shop online however many individuals lost their jobs or were paid to stay at home which made individuals realise what was important to spend their money on for example food and bills. Then the cost of living has affected all businesses with organisations raising their prices of their products and customers can’t compete with this and don’t buy as many clothes these days this has impacted H&M and causes many store closures and staff redundancies. 







SWOT ANALYSIS OF H&M

	Strengths
	Weaknesses

	
· Using the circular economy has made H&M be more sustainable.
· Pricing Penetration as a Value Proposition: H&M's cost-effective fast fashion production, which allows it to use penetration pricing, is another strength. It is able to compete with high-end fashion brands and even other well-established casualwear brands thanks to this pricing strategy, which also enables it to maximize its market reach. (Martinez, 2022)
	
· Technology affecting its business. 
· Controversy Regarding Their Morals: Numerous fashion critics contend that the brand imitates other designers and businesses. In 2018, the company sold a hoodie with the slogan "Coolest Monkey in the Jungle" on it that featured a black child model. The company's products were boycotted by outraged customers around the world because they promoted racism. (Angela, 2023)

	Opportunities 
	Threats

	· Use circular economy to recycle their clothing. 
· Platform for e-commerce: Additionally, H&M has an online presence in a number of nations. In order to serve a larger market, H&M needs to expand in the E-Commerce platform as well. H&M needs to make the most of the platform because e-commerce has the potential to become the apparel industry's future. (Bhasin, 2019)
	· Inflation-related increases in labour costs can have a significant negative impact on the brand's profitability due to the rising cost of production. (Darbinyan, 2020)
· Other business copying their circular economy ideas for example their collection points in store. 
· Online shopping taking over which causes store closures which would mean there wouldn’t be collection points available to recycle clothing if they did a packaging service to send their clothes away to be recycled this wouldn’t help the environment. 




Short-, medium- and long-term factors of H&M
Overall, the challenges H&M face is over a period of time however we can look at it in different ways from short, medium and long periods of time. an example of this would be a short factor for H&M would be creating their drop off collection points in store for individuals to recycle their clothing when a long period of time would need to be considered in this thinking process of where the clothes would be kept and reused overtime. Over a long period of time, they would of considered if they would be creating a revenue from recycling their clothing or losing money from reusing their recycled clothing for sales. A medium impact of H&M would be the online shopping taking over instore purchases which will happen overtime but isn’t a big risk now but it’s something to considering making an impact later on. 

Conclusion
After conducting research on the circular economy and choosing an organisation which demonstrates key aspects of the circular economy there are many benefits from using this method to help the environment. The circular economy being made from the improvements of the linear economy shows that it will help individuals in future and be more sustainable. There are room for improvements in regards to how H&M use the circular economy and how they have already got some implementations in place which are working within the circular economy. 
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