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ABSTRACT

The shift from the existing linear model of the economy to a circular model is gaining traction across
business entities, nationally and globally. Minimal studies have been done that would support the circular
transition for a business from an existing linear model. There is a significant gap between the formulation
and implementation of circular strategies in business. This literature review explores the preexisting
concepts of the business model canvas (BMC) and Value Hill tool for the implementation of circular
strategies in a business by determining a Good Point for Transition (GPT). The favorable condition,
where a business can transition from a linear economy (LE) to a circular economy (CE) is defined as a
GPT. This study suggests a three-step generic process that would provide a company with clarity on
how to incorporate circular strategies into their structure. Firstly, this review paper defines and elaborates
upon the business model canvas (BMC) based on the prior work of Osterwalder and Pigneur (2010) and
Lewandowski (2016). Secondly, it analyzes the Value Hill diagram, a strategic tool for circular activities
that a business can use upon implementation of a circular model (Achterberg et al., 2016). Finally, this
work will indicate how a circular strategy can be selected on the basis of assessment of the BMC and
Value Hill diagram of a business. For a better understanding of the process, IKEA's initiatives for circular
strategies are used in the study. The paper concludes with a three-step generic model for determining
GPT and emphasizes that the adoption of circular strategies for companies depends upon the circular
expertise and resources they and their value chain partners have across the Value Hill diagram.
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Assessing Business Viability for Transition
to a Circular Economy

An alarming pressure on resources has
necessitated business entities to rethink their
contemporary model of production and
consumption (P&C). Most business entities follow
the linear model of P&C, which operates in the
take-make-dispose  modality. In  contrast,
excessive pressure on resources for P&C has
mandated a transition from this traditional linear
economy (LE) model to a circular economy (CE)
model, which focuses on a take-make-reuse
modality. The transition from LE to CE is crucial;
at the same time, it might not be easy for business
entities to diversify from their existing linear
model to a circular model as it requires resources
and circular expertise (Lacy et al., 2020).

Amidst heightening voraciousness for
resource consumption, for the first time, the
global economy has topped the annual resources
requirement of 100 billion tonnes based on the
Circular Economy (2020) report. The same report
concludes that only 8.6 percent of the world is
exhibiting a circular modality. This highlights how
fragile and mediocre our supply chain system is
when it comes to incorporating a sustainable
approach of P&C. Moving from the more common
linear approach to the circular path of P&C is a
necessity for achieving sustainability. CE focuses
on enhancing the value of the material (EMF,
2015a), and thus, leads to a reduction on the
business footprint and resources required for
P&C. But still, a plethora of confusion exists
within the business industry regarding how to
transition from a linear to a circular model of P&C.

GPT is defined as the favorable
conditions required to move from the linear to the
circular model of P&C. Companies should
consider if the ftransition is economically
beneficial to them or not as well as if they have
enough resources to transition. But poignantly,
comparative research conducted by Upadhayay
and Algassimi (2019) between Nepal and the
USA, concluded that less than five percent of the
respondents classified themselves as being an
expert in terms of understanding the circular
economy. The same research found that most of
the respondents thought CE was related to waste
management, neglecting the higher utilization of

CE for resource management and sustainability.
Kirchherr et al. (2017) defines CE as:

A circular economy describes an
economic system that is based on business
models which replace the ‘end-of-life’ concept
with reducing, alternatively reusing, recycling and
recovering materials in production/distribution
and consumption processes, thus operating at
the micro level (products, companies,
consumers), meso level (eco-industrial parks)
and macro level (city, region, nation and beyond),
with the aim to accomplish sustainable
development, which implies creating environment
quality, economic prosperity and social equity, to
the benefit of current and future generations. (pp.
224-225)

Despite the fact that the European
Parliament (2018) has highlighted the positive
impact CE could have on the economy,
environment, and society, there is still no precise
cutoff point to state the best conditions or process
for the transition from the LE to CE. This review
paper intends to address the gap in research to
suggest the steps businesses can take to
transition to the circular economy.

Necessity for the Research

Each business entity is unique in terms of
resources, expertise and capacities which may
influence their ability to incorporate a circular
vision. This study will help businesses to identify
appropriate conditions for circular transition along
with the selections of effective circular strategies.
This study will offer consideration of critical
questions like when, how, and where to transition
from LE to CE, and ultimately, remove the gap
that has been prevalent between the formulation
and implementation of circular modality at the
business level.

Methods and Materials

This paper consists of an in-depth
literature review to determine the GPT through
the analysis of preexisting scholarly articles
authored by academics, think-tank organizations,
business entities, and governments across the
globe. For this purpose, both peer-reviewed as
well as non-peer-reviewed papers were
analyzed. The decision of including various
literature sources was due to the fact that, despite
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the growing requirement of CE principles for
business and sustainability, the academic
domains still lack enough literature related to CE
(Murray et al., 2017). The lack of peer-reviewed
articles and availability of significant seminal work
from businesses necessitated the incorporation
of non-peer-reviewed papers (Ghisellini et al.,
2016; Kirchherr et al., 2017; Schut et al., 2015),
which are of great value for this particular
literature review article. This research combines
the concepts of BMC and Value Hill to strategize
a circular option for a business. GPT supports
businesses in enhancing the mastery of CE by
reconciling existing business models with circular
principles, and ultimately, laying out circular
strategies a company could incorporate based on
technical and non-technical resources available.
A three-step process was suggested in this study
for a business to use in order to determine its
current state of circular resources and to develop
appropriate circular strategies to support a
circular vision. The first step in this proposed
process would be for a business to analyze their

existing model based on the BMC (Osterwalder
& Pigneur, 2010), and the circular business
model canvas as put forth by Lewandowski
(2016). In second step of the process, the
outcome from the first step is then viewed through
the Value Hill strategic tool to determine circular
model strategies (Achterberg et al., 2016). In the
last step, a circular strategy decision would need
to be made by a business based on the identified
gap and opportunities indicated through the BMC
and the Value Hill diagram.

Discussion
Business Model Canvas and Its Components

A business model is a manifesto which
depicts the modality for business operations and
its continuity. For a strong understanding of a
business model, a compelling business model
canvas should be used. A business model
canvas defines the organizational value creation,
delivery, and capturing strategy (Osterwalder &
Pigneur, 2010). Effective analysis and
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Figure 1. Business Model Canvas with its Components.
Note: Source Osterwalder and Pigneur (2010). This figure demonstrates nine key segments of business
model canvas.
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Figure 2. Circular Business Model Canvas.
Note: Adapted from Lewandowski (2016). This figure comprises of eleven major segments in comparison
to general BMC as illustrated in Figure 1 which contains nine segments.

understanding of these value-creating segments
will help a business to fit well with the circular
strategies. These components are interlinked and
interdependent upon each other. As illustrated in
Figure 1, BMC consists of nine building blocks
interrelated; they include: customer segment,
value proportion, channel, customer relationship,
revenue stream, key resources, key activities,
key partnership, and cost structure (Osterwalder
& Pigneur, 2010).

As shown in Figure 1, businesses should have
clarity in terms of business partners, core
activities, and the resources required to generate
value for its customer segment. Simultaneously,
a palpable understanding of its customers,
relationship with them, and channels used to
deliver a product is needed. Thus, a business
should perform a cost-benefit analysis to
determine its prospects. Moreover, knowing
one’s own business model will help the company
determine the status of resource availability,
customer or market awareness, and financial
feasibility before initiating circular modalities.
Bianchini et al. (2019) asserted that BMC should
be easy to understand, replicate real situations,

fully depict circular initiatives, quantify the circular
initiatives, and focus on maintenance as a stage
of the product lifecycle. The BMC helps develop
business plans (Ching & Fauvel, 2013), and the
BMC should be flexible enough to accommodate
changes in the environment (Dudin et al., 2015).
The practical analysis of BMC and how it benefits
organizations includes (Osterwalder & Pigneur,
2010):

Clearly states and defines its unique value
proposition to cater to its customers.

Identifies market segmentation to determine its
customers.

Enlists resources required to achieve the
vision, mission, and goals of the company.

Focuses on the channels to reach prospective
customers.

Lays a foundation to maintain a strong bond
with the customers and retain them.

States the revenue generation sources.
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Enlists the key activities to enable and run the
business.

Prioritizes the key partners that are key for
business performance and its excellence.

Determines various expenses and the cost the
company has to incur for its operation.

Understanding the BMC helps management
grasp the core factors that are unequivocally
important for business survival. This incorporates
scanning of various internal as well as external
factors that would impact business performance.

Business Model Canvas for a Circular
Economy

After going through the generalized
framework of BMC and its components, shown in
Figure 1, a business should analyze the circular
resources it has and define a circular business
model canvas. Lewandowski (2016) applied the
revised business model canvas adding the Take-
Back System and Adoption Factor into the
canvas, making it more relevant in including CE
principles. Figure 2 illustrates the circular BMC,
as discussed by Lewandowski (2016). As seenin
Figure 2, each segment of the canvas circular
and sustainable business activities are indicated.
The changing market preferences often
necessitate a business redefine and reframe its
business model; management would need to be
open to incorporate these changes in their BMC.
Figure 2 shows a brief description of key
segments of a circular BMC.

Partners. No single company can solve
the entire problem created by the excessive
resource consumption in the linear economy.
Partnership among stakeholders assures long-
term balanced growth and having partners
throughout the supply chain serves an important
role in circular activities (Helias, 2018). A
company, if lacking resources or specialization,
could outsource tasks from its key partners, either
domestically or internationally.

Key Activities. Lewandowski (2016)
states tasks that create, offer, and deliver value
proposition are key activities in any business
model. A business intending to have a circular
modality should have a clear understanding of
critical events crucial for the organization to come

across the market expectation in terms of circular
products. For example, these critical activities
could be related to resource efficiency,
productivity enhancement, or renewable
energies. Companies considering transitioning
into the CE could analyze their structure to
determine if any element of digitization is possible
to limit resources used (Antikainen et al., 2018).

Key Resources. CE focuses on fair-
trade practices, which is the ethical and
responsible treatment of the stakeholders
involved in the value chain (Shoenthal, 2018). It
promotes the sustainable use of resources. A
business should recognize the resources
deemed necessary for its transition. They will
require circular products that have been created
through the 3R approach, use of closed-loop
products-products that focus on resource life-
extension strategies, and emphasize supportive
environment products (TUDelft, n.d.).

Value Proportion. Circular products and
services should be perceived as beneficial by the
customer. An awareness of the market towards
circular products plays a crucial role in the
acceptance of circular products, but as per
Upadhayay and Algassimi (2019), the general
public and organizations are still unaware of CE
and its importance to attaining economical,
ecological and social benefits. On the one hand,
it could be a challenge for business entities to
convince the market of the need for circular
products and its benefits. On the other hand,
circular products present an opportunity for
investment in new circular domains and could
bring competitive advantage (Suomi & Savola,
2019). The circular model could be proven
beneficial if a company provides a quality product
at a competitive price, preserving the natural
stocks for ecological balance and if the company
creates jobs in local communities (BNP Paribas,
2016; EMF, 2013). Circular products through
resource sharing principles and product as a
service (PSS) models increase accessibility of
products in the market at a competitive price.

Customer Relationship. A healthy
relationship with customers supports the
implementation of circular models. Positive
relationships enhance consumer receptiveness
to company offers; whereas, an unsupportive
relationship could cause market hostility.
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Segmenting customers based on demographic,
social, economic, and environmental domains
would help a business to classify and
differentiate circular products as the customers’
preferences are often impacted by these
parameters. Chamberlin and Boks (2018)
concluded that contamination/disgust/newness,
convenience/availability, ownership,
cost/financial incentive/tangible value,
environmental impact, brand
image/design/intangible value,
quality/performance, customer
service/supportive relationships, warranty and
peer testimonials/reviews are factors that are
important to consider for marketing circular
products.

Channel. The circular economy
emphasizes economization and resource
efficiency (EMF, 2014). Dematerialization, the
process of replacing physical things with digital
alternatives, supports  customization and
resource-saving (Lacy, 2015). Virtualization, the
process of creating virtual products, supports CE
due to a lack of wasted resources (Antikainen et
al., 2018). \Virtualization not only saves
resources, but it also provides products and
services promptly. CE focuses on the use of
channels which can reduce extensive use of
resources and emphasizes the optimization of the
existing resources.

Customer. As the core of circular
products revolves around customers,
understanding customers is pivotal. All segments
of the circular BMC should align with customer
preferences and their expectations. Biddle (1993)
identifies apparent market skepticism for recycled
products, and Howard (2018) states that
businesses should be able to debunk the myth
that recycled products are of less quality.
Business should assess the level of customer
awareness and their preference/perception
towards the circular products. If the customers
are not aware, they might end up thinking the
recycled products are of less quality.

Cost. Cost is a major determining factor
of the transition into a circular model. The circular
business could necessitate high upfront costs,
which is one of the most pressing barriers
hindering progress in the circular economy
(Kirchher et al., 2018). A firm should assess the

transition cost and determine the best possible
alternatives. These costs could include acquiring
circular knowledge, technologies, supply chain
redesign, process and product redesigning. By
reducing the waste throughout the value chain
and using circular inputs, companies can create
supply chain efficiencies, which in turn, would
save costs (Riel, 2018). Michal Porter's value
chain strategy tool can be used to differentiate the
primary and supporting activities deemed
necessary for circular transition. In doing so, a
company could invest in the critical factors crucial
for GPT.

Revenue. A company should have clear
circular business models in place to generate
revenue. Businesses can choose between
circular modalities such as the circular supplies
model, resource recovery model, product life
extension model, sharing platform, or product as
a service model (Riel, 2018). Lack of precise
models to generate revenue may not perpetuate
the company's survival.

Take back system adoption factor. CE
focuses on the close loop strategy; it optimizes
the value of products by extending usage rather
than disposing of them. After the end of life,
products are brought back to the producer, which
then, dependent upon the condition of the
returned products, are reused, refurbished,
remanufactured, or recycled as per Walter
Stahel’s Inertia Principle (Hollander et al., 2017).
A business could set up multiple modalities to
bring its products back after its end-of-life. It could
use its existing sales channel, have direct contact
with the customers, or outsource third-party
vendors for product collection. All businesses
might not have the opportunity or resources to
adopt circularity. The level of resources,
knowledge, expertise, market receptivity, and the
government support will determine the capacity of
a business to transition to circular modality.

The CE, which focuses on the take-make-reuse
model, is different from LE, which emphasizes the
take-make-dispose strategy (EMF, 2015b). The
differences between a linear and circular
economy can be seen with the BMC. The process
of asserting nine core components of BMC for CE
is different than the process for LE (see Figure 1
and Figure 2). For example, while circularly
inclined companies may use renewal energies,
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recycle materials, and focus on multiple resource
life extension strategies, these activities could be
silent in the context of linearly inclined
businesses. Hence, the analysis of BMC in the
context of CE will help management to access
their readiness to transition from a linear to a
circular model of P&C.

Understanding Value Hill and Circular
Strategies

After the completion and understanding
of the BMC (first step in the three-step process),
the second step will involve understanding and
enlisting circular activities along the Value Hill
diagram.

Understanding the Value Hill

A Value Hill diagram is a circular strategy
tool that dissects business activities into three
core circular domains- uphill, tophill, and downhill
(Achterberg et al., 2016). Each of these domains
has unique circular characteristics; a business
entity could incorporate circular strategies by
choosing any of the circular strategies on the
basis of resources it has. Figure 3 shows the
differences in circular strategies between the
linear and circular models through a Value Hill
diagram.

In both cases, up hilling (per-use) adds
value to the raw material, and the plateau (tophill)
is the highest level of the value obtained from a
product. The downhill (post-use) manifests the
destruction of the previously built value. The

DESTROY

é}] VALVE
T .

POST-USE

difference seen is that the product use duration in
the case of CE (right) is higher, and various CE
measures are incorporated to retain the product's
value while it drops down the hills.

In the case of the linear Value Hill (left),
once the components are extracted, they are
used, and after the end-of-product life, they are
either landfilled or incinerated. Whereas, in the
circular Value Hill (right), circular philosophy
entails greater product use duration, as shown by
the tophill. Contrary to the linear Value Hill, during
the downhill phase, rather than ending the life of
the products or the components, it incorporates
circular strategies to loop the resources back to
the P&C cycle. The awareness and
understanding of the Value Hill circular tool
should help business entities to define their
circular strategies across the hill.

Phases on the Value Hill

Understanding and positioning circular
strategies across the Value Hill would help
business entities to implement a circular model.
The implementation of CE requires resources,
financial as well as non-financial. Depending
upon the resources and expertise available, a
business entity could run a due diligence audit of
its business to implement circular strategies
across the product life cycle. Figure 4 illustrates
multiple circular options across the Value Hill,
namely circular design, optimal use, value
recovery, and network organization (Fischer &
Achterberg, 2016).

POST-USE

Figure 3. Value Hill Diagram Showing the Difference Between Linear and Circular Strategy.
Note. Adopted from Achterberg, Hinfelaar, & Bocken, Master circular business with the value hill (2016).
The Value Hill on the left side represents a linear model and the Value Hill on the right represents a
circular model.
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Figure 4. Value Hill Diagram lllustrating Circular Strategies.
Note: Adopted from Achterberg, Hinfelaar, & Bocken, Master circular business with the value hill
(2016). This figure demonstrates the summary of Value Hill diagram and list of circular strategies at
each phase.
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Uphill Stage and Circular Design. The
first stage of the Value Hill diagram is the uphill
phase; in this phase, the business defines its
design strategies for its product creation or the
service delivery and works accordingly. The raw
materials are extracted and sent to the
manufacturing plant for production. After, they are
assembled to be a finished product, which
ultimately arrives at the market for final
consumption. A business entity could incorporate
the circular principle in this phase. Rather than
waiting for the waste to be created and then
refurbished, recycled, or reused, CE emphasizes
the effective implementation of circular design
from the initial phase of P&C (Upadhayay, 2019).

Tophill Stage and Optimal Use. In this
stage, the product or the service reaches the
market for consumption. Figure 3 shows the
difference in the tophill stage across the linear
and circular models. The product utility phase is
lesser in LE in comparison to CE. The linear
economy persuades economics of scale through
mass production, which leads to products with a
short-term life cycle; this has implications on the
existing stock of resources, which is already in a
deficit. But on the contrary, the CE provides
numerous circular business options, like easy
repair and maintenance and easy to maintain
modular parts which helps to extend the use
period of the products through resource life-
extension strategies (RLES).

Downhill and Value Recovery. A CE
focuses on the close loop strategy where the
maximum possible efforts are incorporated to
increase the value of products/components by
keeping them in the P&C cycle. Stahel (2010)
explained the concept as a close loop strategy
(as cited by Bocken et al., 2016), which stresses
the reentering of products/components to the
P&C cycle. Numerous circular options (reuse,
refurbish, remanufacture, or recycle) are
considered in this stage, as shown in Figure 4.

Network Organization. The successful
implementation of CE requires cooperation and
collaboration across industries (FinanCE, 2016).
CE focuses on integrating the circular principles
across the supply chain. The circular gap could
be an opportunity only if a business can achieve
the network advantage across its supply chain
(Achterberg et al., 2016). Hence an organization

should evaluate the level of relationship it has
with its key partners. Networking plays a crucial
role in closing the resource loops; for example, for
the successful implementation of reverse
logistics, a company should have a good hold on
market channels and its intermediaries. The
network organizations could be private, public, or
jointly owned.

Circular Strategies Across the Value Hill

Depending upon the state of the
resources a company has, they can plot
themselves along the Value Hill diagram. Some
companies may focus on embedding circular
strategies in the initial phase of product design;
some may work to manifest CE principles during
the product use period, and some may do such
during the post-production stages. These
strategies are not mutually exclusive and could
be practiced throughout the product life cycle. A
shift from a linear to a circular economy reduces
the need for primary raw material, reduces the
amount of waste to landfills, extends the life cycle
of resources, and revalorizes the products and
resources at the end of life (Bianchini et al.,
2019). Table 1 summarizes the circular strategies
as put forth by Achterberg et al. (2016) that could
be adopted by an organization.

Table 1 lists the circular strategies a
business entity can select across the phases. The
circular activities defined in the Value Hill tool for
the uphill phase is stated as a circular design. A
circular design would be the most effective
circular approach as it identifies the circular
business model before it has committed
resources for the P&C. It is of advantage for a
business to integrate circular economy in the new
product development process (Pinheiro et al.,
2019). Adding at this stage would help circular
principles to be implemented in the beginning of
the product development course. Furthermore, a
company can design its products and process in
a way where it would last for a longer duration.
Here, the circular strategies are planned for the
overall product life cycle, including easy
maintenance, repair, and availability of
accessories. These strategies are determined
during the design phase to enhance duration in
the consumption loop. This phase focuses on the
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use of circular materials, such as renewable
energies, recyclable materials, and ethical and
responsible operating practices.

Fairphone, the European Union based
world-first modular smartphone has been working
with this ethos (EMF, 2018). The company
provides easy access to the repair and
maintenance of its mobile phone so that the
product use and retention ratio by the buyer
increases. Mud Jeans, an apparel company,
based in The Netherlands, has incorporated
circular principle from the beginning in
product/service design phase, the clients can rent
the organic Jeans with the monthly subscription
price. The ownership of the jeans is retained by
the company which later would support easy
reverse logistic and recyclability (EMF, n.d.). Both
of these companies have incorporated circular
options from the product design phases.

For the tophill, which is the product use
period, the optimal use strategy is adopted. At
this point, a business will look for circular options,
which would increase the value of the product
while it is in use. Where the uphill focuses on

circular options during the design phase, the
tophill focuses on using those options to ensure
that the product consumption period is extended.
It includes circular strategies like easy availability
and accessibility to the repair and maintenance
components, tools, and guidelines as listed in
Table 1. Fairphone comprises of four modules, if
any of the components malfunction, rather than
purchasing a new phone set, the company
provides an option to repair and replace the
specific broken module. Similarly, sharing
platforms where the excess ideal unused
resources are shared (Upadhayay and Algassimi,
2018), like Uber and Airbnb, help in optimizing the
use of ideal resources. Product as a Service
(PSS) model where the seller maintains the
ownership of the actual product and only the
service is sold to the buyer also optimizes the use
of the products (Stahel, 2010).

Up hill Circular design

(Pre use stage)

Focus on circular design so that it can last long term

Product design
Circular materials
Classic long life

Design before the production is started

Encourage sufficiency

On the top Optimal use

(In use stage)

Focus on better use of the product

Looking for gaps to extend the value while
the product is in use

Sharing platform
Life extension

Repair & maintenance service

Down hill Value recovery (Post use stage)
Focus on re-looping back to P&C
Refurbish
Managing end of product life Recycle
End producer responsibility
Network organization Cross hill (Collaboration)

Manage information, materials, money flows

Value management

Management and coordination of circular
stakeholders

Process design

Tracking & tracing
Table 1. Circular Strategies Across the Value Hill.
Note. Adapted from Master circular business with the value hill (Achterberg et al., 2016).
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Figure 5. Steps for Accessing Circular Strategies for Business Entity.
Note: lllustration of step 1,2 and 3. Adapted from Osterwalder and Pigneur (2010), Lewandowski (2016),
Achterberg et al. (2016).

Downhill is the post product use phase;
in the case of the linear economy, the products
after use or at the end of life are either disposed
of or incinerated, but in the CE, they are looped
back into the P&C cycle to enhance the value of
a product. Refurbishing, remanufacturing, and
recycling methods are used to return the products
back to the P&C cycle.

Networking has a significant effect on
aligning the key partners in the business model
canvas. Network Organization brings all the three
phases on the Value Hill together. This is
illustrated in Figure 5 and in Table 1. For
example, for the successful implementation of
reverse logistics, the producer should be able to
bring the products back after the end of their life;
similarly, there would need to be enough mature
secondary market for the trading of the reused
products.

Framing the Circular Business Activities-
Good Point for Transition

After assessing the BMC (Step 1) and the
Value Hill tool and circular strategies on Value Hill

(Step 2), a business entity should decide the best
possible circular strategy that would fit their
structure. Choosing this point of transition to CE
is stated as Good Point for Transition which is the
final step of the process (Step 3). At this stage, a
company would be well aware of its strengths and
weaknesses in terms of circular modalities and
would be posed to make the best possible circular
decisions. Five business models: circular supply
chain, recovery and recycling, product life
extension, sharing platform, and product as a
service (PSS) have proven to be successful
circular business models (Lacy, 2015). Figure 5
illustrates the overall process (Steps 1, 2, 3) a
business entity could undertake to analyze its
circular transition. While Step 1 and Step 2
focuses on the assessment of the circular
resources and circular strategies, the Step 3
concentrates on decision making.

After completing Step 1 and Step 2 (see
Figure 5), a business would reach the point where
it would be necessary to decide if CE modalities
were approachable and realistic for it or not. If the
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transition is achievable and beneficial, the
company would reach the third and final stage of
implementing circular modalities (Step 3), as
shown in Figure 5. Step 3 is comprised of four
sub-steps as described by Achterberg et al.
(2016). It starts with positioning the existing
business model and the value chain partners on
the Value Hill diagram, which is followed by
accessing the gaps in the circular networks to

Optimal use

to build another product, thus, from 100% surplus
or recycled materials. In 2019, IKEA gave a
second life to 47 million products (IKEA, n.d.).
The company envisions sharing its existing
business model using digital technology and
launching products as a service modality (PSS)
(IKEA Australia, 2018).

The product and process design phase
focuses on durability, a renewable or recyclable

1 4
1 Retail Peuse redistribute 1 3
—
ey
=) o
- <.
]  Assembly Refurbish -
X =]
=.
—
2 Manufacturing Remanufacture
2 Exmraction Recycle 3
Network Orgamizations 3 4

Figure 6. IKEA’s Circular Strategies Across the Value Hill
Note: This figure illustrates existing and expected circular strategies adopted by IKEA along with the
Value Hill diagram. Digits 1,2,3 and 4 represents each sub-step included in step 3.

formulate the new circular business strategy.

For practicality and better understanding,
IKEA, the multi-national furniture and fixture
selling company, is considered. The company
was established in 1943. By 2030, IKEA aims for
100% circular products through recycled,
remanufactured, refurbished, and reused
products. The company has vowed to collaborate
with other organizations to promote a circular
economy (IKEA, n.d.). The company specializes
in designing and manufacturing modular products
which facilitate easy repair and is looking for ways
to use the leftovers from one production process

material, minimum waste creation,
standardization, adaptability, easy care and
repair, easy disassembly and reassembly and
emotional attachment to products (IKEA
Australia, 2018). IKEA Australia has also started
the take-back program for certain products. All of
these factors could be resembled across the nine
generic segments of BMC, as shown in Figure 1,
and eleven segments of circular BMC, as
illustrated in Figure 2. Though currently running
in a linear model, IKEA is also adapting to
achieve its circular vision by 2030. Considering
Achterberg et al’s (2016) guidelines for
assessing circularity, Figure 6 highlights the
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circular strategies IKEA uses across the Value
Hill diagram; each of the numbers stated on the
Value Hill diagram identifies the sub-steps for
Step 3.

Furthermore, Step 3 comprises of four
consecutive steps (see Figure 5) to incorporate
circular strategies which are based on the
previous Steps, 1 and 2. At this stage in Step 3,
a business would decide whether to invest in the
circular gap or opportunity or not. It can be
inferred that one circular decision could have
multiple impacts on other phases. For example, a
modular design decided during the uphill phase
would have an impact on product utilization
(through easy repair and long life), and value
recovery (through easy dissembling for reuse,
remanufacture or recycle). The following
information identifies and assesses IKEA'’s
transition to a circular modality along with
recommendations for successful implementation.

Step 3, Sub-Step 1: Position the Current
Business Model on the Value Hill

The first step encompasses determining
where the existing business model lies in the
Value Hill tool. Currently, IKEA designs,
manufactures, and retails its modular products
(uphill phase; see digit 1 on Figure 6). Modular
products are easy to repair, reuse, and recycle
(downhill phase; impact of circular design on
value recovery), and this leads to higher product
utilization since customers would be able to repair
the products rather than replace them, ultimately,
leading to an increase in the life of furniture and
fixtures (tophill phase; impact of circular design
on optimal utilization). Additionally, IKEA started
take-back schemes (IKEA Australia, 2018). This
would also have an impact on the value recovery
(phase: downhill; see digit 1 on the Value Hill
diagram). The company is moving towards the
use of sustainable products (uphill), including
recycled woods and ethically produced cotton
(Nini, 2018).

Step 3, Sub-Step 2: Position your Value Chain
Partner on the Value Hill

The circular transactions could not be
done in isolation; the business needs to
coordinate and collaborate with its value chain
partners. IKEA is working closely with its supply
chain partners, non-governmental organization

(NGO) and United Nations (UN) bodies to
become people and planet positive (IKEA, 2014).
IKEA has made Universal Trade Zone (UTZ2)
certification mandatory for all the coffee and tea
they serve in IKEA restaurants, as well as the
Marine  Stewardship Council (MSC) and
Aquaculture  Stewardship  Council (ASC)
certifications mandatory for the seafood. These
certifications guarantee that the suppliers are
using  sustainably = manufactured/extracted
products (phase: uphill; see digit 2 on Figure 6).
These steps influence the product design phase
for IKEA.

Step 3, Sub-Step 3: Identify the Gaps or
Opportunities on Your Circular Value Network

After auditing the level of circular
business involvement and supply chain
cooperation for the circular business, a company
would identify the gaps of opportunity. Currently,
upon being sold, IKEA loses ownership of its
products. Thus, the products may be disposed of
after the end of its life by the buyer. This leads to
a loss of valuable resources and technologies
(loss during the downhill as no circular activities
are possible) and does not allow the company to
recycle and reuse the products (loss during the
downhill), or extend the life of its existing products
(loss during the tophill). In fact, there is still a lack
of cooperation and collaboration across the
supply chain for IKEA (immature network
organization). These gaps are shown in Figure 6
with digit 3. The gaps are present across uphill,
tophill, downhill and network organizations.

Step 3, Sub-Step 4: Formulate Circular
Business Strategy

Though IKEA has implemented various
circular business modalities, there are still
numerous circular ventures left to be explored.
Administering products as a service modality
(PSS) would be a circular option (proposed
circular strategies for this case). PSS is a
business model based on the circular principle
where the company, rather than selling the
product, sells the service that would come from
the product, and ultimately, holds the ownership
on the product (see Stahel (2010) for
Performance Economy and PSS). This circular
business model should also be supported by
efficient reverse logistics, which helps in getting
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the products back to IKEA (network organization;
see digit 4 on Figure 6). The successful
implementation of PSS would allow IKEA to
reuse, remanufacture and recycle products after
the end of their life.

Thus, IKEA has been working on the
ethos of CE. Though the company has inducted
numerous circular strategies, still it has not been
able to incorporate the close loop strategy one
hundred percent. In a close loop strategy, the
products/components are reversed back to the
existing or new P&C cycle so that the life/value of
product/component is enhanced. On the basis of
the resources IKEA and its value chain partners
have, PSS could be one of the circular strategies
to be implemented. The circular strategies bring
environmental, economic, and social benefits.

Recommendations

Though transition from a linear model to a
circular model of P&C has numerous social,
economic and ecological benefits, this shift could
be challenging as the transition often requires a
paradigm shift throughout the life of a product, i.e.
designing, operation, production, marketing and
end of life. Further, since all companies might not
have all the resources required for this shift, the
GPT may differ. Hence, the following actions are
recommended.

e A business should assess its business model
canvas to determine its stock of circular
resources, expertise and  economic
relevance of the circular model for the
company. In fact, economic viability is the
most pressing requirement for businesses to
adopt CE (Kirchherr et al., 2017). Businesses
would need to be confident that the transition
to a circular modality would be lucrative.

e Further, circularity requires cooperation and
collaboration across the supply chain
(European Environment Agency, 2016). A
company should place itself and its supply
chain partners across the Value Hill diagram
to analyze and identify the value generating
circular strategies.

e A company could also choose to transition
incrementally rather than make radical
circular changes. In doing so, businesses
could reduce the inherited circular risks as

not all circular models equate to profits for all
companies.

e Those companies for whom transition to CE
is not feasible under the current
circumstances of resources availability could
focus on resources conserving business
operation practices such as using renewal
sources of energies and using recyclable and
reusable products from suppliers.

Conclusion

To fill the confusion and gap prevalent
when it comes to deciding to transition from a
linear to a circular economy, this review paper
elucidates a three-step process that would help a
business to decide if a circular transition is of
benefit through analysis of circular resources,
expertise, and value chain partners. This study
has highlighted the importance of understanding
and assessing the current business activities
through business model canvas (BMC) and
reconciling these activities along and across the
Value Hill diagram to come up with circular
business strategies that fit best with an
organization.

Since each company is unique in terms
of their resources, expertise, and circular
activities, the choice of achieving GPT may also
differ amongst businesses. A business may focus
on uphill, tophill or downhill circular strategies as
defined by the Value Hill diagram. Those which
focus on the uphill are more concerned with the
circular product design; those on the tophill are
inclined to optimum product utilization
mechanism and those companies which
emphasize the downhill are oriented towards
resource value recovery modalities. Equally
important, the presence of effective circular
networks would make the transition from LE to
CE easier. Even though this paper is a generic
study to assist companies willing to shift to a
circular model of P&C, these generic steps could
be applied and tested across industries in the
future. The transition from a linear to a circular
model has become a mandate for a sustainable
future and business entities will play a prominent
role in achieving this exuberance economy by
balancing people, the planet and profit.
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