
IOSR Journal of Business and Management (IOSR-JBM) 

e-ISSN:2278-487X, p-ISSN: 2319-7668. Volume 27, Issue 3. Ser. 3 (March. 2025), PP 01-04 

www.iosrjournals.org 

 

DOI: 10.9790/487X-2703030104                      www.iosrjournals.org                                       1 | Page 

Transitioning From Linear To Circular Business Models: 

Success Factors And Lessons From Industry Leaders 
 

Soha Baig 
 

Abstract: 
The study investigated the transition from linear to circular business models, highlighting key industries such as 

electronics and manufacturing, as well as the sector's response to this shift and its consequences for the economy 

in the wake of the pandemic. This project draws on secondary research and case studies anchored in leading 

sectors to study the core principles of the circular economy, especially waste reduction and resource reuse, along 

with product life extended through circular methods that have been pivotal in transforming approaches toward 

resource productivity, especially when applied in practice. This process poses various transition-related 

challenges for enterprises. These include significant initial capital outlays, new configuration of frameworks for 

supply chains, and compliance with regulation standards. The results indicate that circular business models can 

support growth, deliver innovation, and be sustainable in the long term while confronting unprecedented 

environmental urgency. 
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I. Introduction: 
Today's dynamic business environment was unquestionably a precursor for several businesses and 

organizations' successes because of the extent to which the technology has advanced. As a result, technology has 

benefited in many ways, with improving an organization's responsiveness to rapid market changes, product 

smoothness, lowering costs, and accessibility to international markets via social media and global advertising as 

just some of them. The growing realization of the importance of technological innovation is increasingly 

determining the nature of a business's operations. Globally, companies have begun to capitalize on technology to 

guarantee their efficiencies, create powerful brands, and expand. The transition from linear to circular in business 

is heavily dependent on advanced technologies to optimize operational systems such as resource traceability, 

supply chain transparency, and predictive maintenance. 

The COVID-19 pandemic has accelerated the need for businesses to rethink their strategies in resource 

management and sustainability. Enterprises urgently required technological innovations, the switch to digital, to 

survive. Circular economy principles were a practical solution: minimize waste, maximize reuse of resources, and 

lengthen a product's life cycle. Firms that adopt circular models reduce their environmental footprint, achieve 

sustained cost efficiencies, and enhance their market resilience. This paper, therefore, seeks to discuss the 

inaugural research question, namely, "What factors affect businesses in the successful transition from linear to 

circular business models?" focusing on what strategies businesses have to adopt, the challenges that accrue from 

it, and what benefits circularity would accrue to them. 

 

Research Question (RQ): How can businesses successfully transition from linear to circular business models, 

and what are the key factors influencing their success? 

 

II. Methodology: 
This research article aims to use secondary literature, namely academic journals, industry reports, and 

case studies of organizations that operate under the circular economy principles, to learn and understand the 

transition from linear to circular business models. Strategic, operational, and financial aspects of circular models 

will then be evaluated using the STEEPLE analysis. STEEPLE refers to Social, Technological, Economic, 

Environmental, Political, Legal, and Ethical aspects. Other frameworks such as SWOT or PESTLE could have 

been used. Still, the case of STEEPLE is considered better due to its provision of a more comprehensive analysis 

by embedding ethical and legal dimensions that are subjectively of positive importance while understanding the 

multifaceted challenges related to transitioning to circular business models. Alignment with STEEPLE allows for 

a wider focus that recognises the strategic as well as value-driven factors and just fits within that scope of study. 

Principal sources included McKinsey & Company, Ellen MacArthur Foundation, and the World Economic 

Forum, which provided detailed insights about the real-life implementations of circular economy strategies. For 

example, the Ellen MacArthur Foundation's work illustrates how closed-loop systems are transforming various 

industries, while McKinsey & Company provides data-based evidence on both cost savings and environmental 
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impacts. Case studies from those organizations yielded an array of forms of circular practices, confirming that 

technology, leadership commitment, and policy support are critical for successful transitions. 

 

III. Transition From Linear To Circular Models: 
The linear model, based on extraction, production, consumption, and disposal, gets slowly outmoded, 

especially due to resource depletion and rising waste levels. In contrast, the circular model focuses on closing the 

loop by engineering products toward reuse, remanufacturing, and recycling. Some of the leading companies such 

as Adidas and Dell serve as big examples of how innovation and sustainability work in the circular model. Then 

along came the pandemic and Adidas had to accelerate on their roadmap for recycled materials, launched ocean 

plastic products, and upped projects like the Futurecraft Loop running shoe that's 100% recyclable. While it was 

doing all this, Dell expanded its closed-loop recycling program, employing reclaimed plastics from old electronics 

into the designs of new products, thus responding to supply chain disruptions and cutting the pressure on virgin 

materials. Yeah, those changes helped them navigate all of the pandemic-related challenges, but what's more, 

they have also reinforced their commitments to sustainable, resilient business models. 

A unified example is Adidas' Futurecraft Loop sneakers, which are fully recyclable after wear. They are 

intended for return, disassembly into parts, and recombination into new sneakers. This scheme has significantly 

lowered raw material dependency and set a benchmark for sustainable design. Also, Dell, with its closed-loop 

recycling program, keeps more than 2 billion pounds of electronic waste from going to landfills, giving a major 

boost to the company's sustainability efforts. The transition from linear to circular business models propels 

fundamental shifts not just bank organization-wide but within the organization itself. Companies need to adopt 

as important ethical benchmarks the very timelines of their existence, embroidering circularity into their corporate 

moralities and making substantial technological investments in AI, IoT, and Blockchain for the furtherance of 

monitoring resource flows and product lifecycles. 

 

IV. Challenges In Adopting Circular Business Models: 
Transitioning from linear to circular business models is not easy, and several challenges have to be faced 

by businesses. One major challenge is that a high up-front capital investment is needed. Reengineering products, 

reorganizing supply chains, and integrating new technologies are all capital-intensive processes. In its 2022 report, 

the Ellen MacArthur Foundation noted that for SMEs, there are particular challenges in making this 

transformation, as they often lack the operational capital needed. In the case of larger corporations, the need for 

immediate financial results can divert attention away from long-term strategic objectives, leading to a haphazard 

implementation of circular practices. 

A second big challenge will be regulatory compliance, more so for companies operating in multiple 

regions. For instance, the Waste Framework Directive of the European Union makes certain demands on recycling 

and waste management practices, increasing costs and administrative burdens. A McKinsey & Company report 

from 2021 indicated that up to 30% of transition costs for companies becoming circular come from regulatory 

complexities. Consumer behavior is also of considerable importance. Public participation in recycling and reuse 

programs remains comparatively low in many regions. For example, a 2020 survey conducted by Statista found 

that only 47% of consumers in the United States actively participate in recycling programs, but there is an obvious 

need for greater awareness and participation. In addition, organizational cultural inertia, which is embedded in 

the existing linear practices, may impede progress. Overcoming these challenges requires companies to rethink 

and adjust their values, strategies, and operational processes. 

 

V. Opportunities In Adopting Circular Business Models: 
Despite such challenges, circular business models hold tremendous promise. They can create significant 

cost savings through better use of resources and waste reduction. For example, one study by Accenture in 2020 

found that adopting circular practices could enable $4.5 trillion of additional economic growth globally by 2030. 

In response to this opportunity, companies like IKEA have launched furniture rental services, showing 

sustainability is aligned with economic feasibility. A second key advantage relates to innovation. Circular models 

encourage organizations to rethink their product design strategies, hence differentiation in competitive markets. 

The Futurecraft Loop sneaker designed by Adidas is one of the most relevant examples of such innovation. 

Composed wholly of recyclable materials, these sneakers can be returned for recycling and remaking into new 

products. By 2023, Adidas had collected more than 500,000 pairs for recycling, reducing waste and moving 

toward a sustainable product life cycle. This initiative demonstrates how circularity aligned with profitability and 

innovation can show tangible results. Moreover, adherence to international sustainability initiatives, such as the 

United Nations' Sustainable Development Goals (SDGs), increases brand reputation and attracts environmentally 

conscious consumers. A 2023 report from Deloitte showed that 63% of millennials would prefer to buy 

sustainable brands, an indication of increasing consumers' demand in the market. 
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Governments worldwide are offering incentives to companies that embrace the circular economy. For 

instance, the European Green Deal has set aside billions to fund sustainable projects, motivating companies to 

adopt circular business models. These opportunities provide avenues for continued profitability, increased 

resilience in the market, and alignment with global sustainability goals. 

 

VI. STEEPLE Analysis Of Circular Business Models: 

Social The heightened consciousness surrounding ecological sustainability is propelling consumer interest in 

environmentally friendly products. According to a Nielsen report from 2022, 73% of consumers worldwide 

express a willingness to incur additional costs for sustainable goods, especially within younger demographic 
groups. 

Technological Technological interventions such as blockchain, AI, etc., would further enhance the transparency of and 
executive optimization of various operations in the supply chain. The AI platform IBM Watson, for instance, 

predicts maintenance needs and designs products that can have extended lifespans, thus allowing for the 

efficient use of resources. 

Economic 

 

Circularity is proven to cut costs by minimizing resource wastage. Philips' shift toward product-as-a-service 

for lighting systems has made possible a further operation and performance cost reduction of 25%, alongside 
a truly marked increase in sustainability. 

Environmental The circular models reduce carbon emissions by a great deal. According to the World Economic Forum, a 
2021 study showed that transitioning to a circular economy could decrease global greenhouse gas emissions 

by 39%. 

Political Through regulatory frameworks like the European Green Deal and China's Circular Economy Promotion 

Law, there are subsidies and stricter environmental standards to encourage sustainable practices. 

Legal Compliance to regional and international laws remains a challenge. For example, because recycling standards 

vary between countries, companies have to change strategies by region. 

Ethical Transparency and fair labor practices are essential in maintaining consumer trust and are in line with ethical 

standards. 

 

VII. How Businesses Can Transition From Linear To Circular Models 
● Strategic Partnerships: Collaboration with value chain stakeholders will drive down costs and spur innovation. 

For instance, Unilever has partnered with Veolia to enhance waste collection and recycling systems around the 

world. 

● Technology Integration: Adoption of digital technologies such as AI and blockchain can enhance resource 

tracking and supply chain efficiency. According to a report by PwC in 2022, companies using AI in waste 

management saw waste reduced by 30%. 

● Consumer Engagement: Awareness and incentivizing recycling behaviors are key. The "World Without Waste" 

initiative by Coca-Cola-to collect and recycle every bottle by 2030-is one such example of how consumer 

participation can drive circular success. 

● Policy Alignment: The better the advance alignment with government regulations, the smoother the transition 

will be. The companies should also create a unified international standard to make compliance easier. 

● Cultural Change: Fostering a shift in corporate values and practices. Organizational culture would be helped to 

be instilled with circular principles through training programs and leadership commitment. 

 

VIII. Conclusion: 
Shifting from linear to circular business models implies a complete shift in how firms perceive 

sustainability, profitability, and resource management. By leveraging technological innovation and government 

incentives, companies can create new opportunities for growth by addressing some of the challenges of high costs, 

regulatory complexities, and consumer behaviour. Not only do circular models rhyme with global sustainability 

goals, but they also create competitive advantages and therefore are one of the key strategies for the future. 

Circular business model adoption would have to be vigorously pursued in all ramifications-social, technological, 

economic, environmental, political, legal, and ethical the rewards to both businesses and the planet are undeniable. 
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