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Circular economy models implementation in textile industry: An emerging business 

network perspective  

 

Introduction 

In an attempt to implement sustainability, various industries introduce premises of circular 

economy models (CEM) to their business processes. Reasons behind it can be, for instance, demand 

from consumer markets (Chintakayala et al., 2018; Su et al., 2019), development of innovation 

technologies that enable sustainable production (Ranta et al., 2020; Luttenberger, 2020), or 

changing business activities towards more sustainable ones in order to access resources (Perey et 

al., 2018; Bocconcelli et al., 2018). The principles of circular economy include the implementation 

of closed loop production to preserve and re-use resources, minimize waste, and promote 

sustainability in the environmental and social spheres (Murray et al., 2017; Ellen MacArthur 

Foundation, 2020). Innovative technologies aimed at sustainable business processes have caused 

changes in various industries (e.g., Keränen et al., 2020; Närvänen et al., 2021) including the textile 

industry which is conventionally listed among the most sustainability-challenging ones (McFall-

Johnsen, 2020). Innovative solutions for the recycling of textile have already been introduced 

across the European Union but this industry is still in a state of emergence (Koszewska, 2018; 

Mazzoni, 2020; Köhler, et al., 2021).  

The facilitation of recycling of textile as an industrial system can require the development 

of appropriate infrastructure, resources and capabilities, supported by policy makers and various 

business actors (Camilleri, 2020). A company possessing a sustainable innovative technology may 

experience challenges if not connected to other cross-sector actors providing the infrastructure 

(Keränen et al., 2020). Therefore, strategic networking of business firms (Gulati et al., 2000; Ritter 

et al., 2004) is needed in order to facilitate an uninterrupted supply of resources, knowledge, 

innovation etc., as well as further redistribution of the recycled materials (Klenk et al., 2020; van 

Fenema & Keers, 2020). The emerging business networks, that facilitate the recycling processes 

and the associated business activities, may play a key role in the development of new business 

fields or industries (Möller & Rajala, 2007; Medlin & Törnroos, 2014). 

This study addresses the issue of change in the textile industry through the implementation 

of CEM. Specifically, this study aims to develop an understanding of the role of emerging business 

networks for CEM implementation referring to the strategic interaction of business firms within 

the context of the textile industry. This study seeks to answer the following research question: What 

business processes and actors are of strategic importance for emerging business networks aimed 

at CEM implementation in the textile industry?  

Conceptually, this research refers to the concept of emerging business networks, which 

embraces networking of business firms through which innovations, business concepts or business 

fields are being developed (Möller & Halinen, 2017), to explore the current practices of textile 

recycling. Empirically, this study explores the recycling textile industry in Finland grounded on 

the premises of CEM and relying on business-to-business interaction in its business processes. 

While Finnish companies are frequently included in the top of various sustainability rankings (see 

e.g., Corporate Knights, 2021, 2022), the Finnish textile industry still requires development in that 

regard and faces renewal in order to “strengthen its global reputation as a leader in circular 

economy” by 2035 (Kamppuri et al, 2021, p. 1). This study contributes to the industrial marketing 

literature by adopting the circular economy logic for the way in which the companies manage their 

business activities, and it hence extends the rather scarce conceptual and empirical research on 
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sustainability in business networks (Sharma, 2020). The study also contributes to the growing field 

of CEM literature (Alnajem et al., 2021) by illustrating how business firms implement changes in 

their business activities and networking to address sustainability issues.  

  

CEM in emerging business networks 

Circular economy represents a regenerative system where input materials and waste are 

minimized by implementation of an interconnected system to achieve sustainability (Geissdoerfer 

et al., 2017; Franco, 2017). Business models, based on circularity logic, require innovation and 

ways of economic value creation aimed at reducing the negative environmental and societal 

impacts of business activities (e.g., Bocken et al., 2014). The development of industrial 

technologies has become the key enabling element of CEM. Thus, technological advancement and 

innovations create business opportunities to improve existing business models and to introduce 

new ones based on closed-loop ways of capturing value. However, remanufacturing of products 

into raw materials or into other type of products is a complex process that demands more than 

exploitation of the technological innovation. This process requires mobilizing of internal and 

external resources such as management, marketing, financial flow, supply chain management, 

alignment with the regulatory environment and market dynamics to achieve a closed loop of 

production (Bag et al., 2019). This logic of circularity of business processes is a known approach 

regarding waste management or recycling (Holma et al., 2018; Luttenberger, 2020), or proving 

solutions to the food waste issues (Närvänen et al., 2021). However, industries such as textile only 

recently began to introduce recycling technologies and to develop new business models based on 

the recycling capabilities. CEM in the textile industry aims to create economic value from textile 

production and sales based on replacing the linear economy logic with the closed-loop way of 

reducing waste, the re-usage of production resources to create products that can be recycled or used 

for other purposes, and recycling as such (Chen et al., 2021).   

Recycling textile addresses environmental sustainability by reprocessing used textile into 

raw materials instead of it ending up in the landfills, and decreasing the input of virgin materials in 

the production of new textile products (Cuc & Vidovic, 2011; Hole & Hole, 2019). Facilitation of 

textile recycling also addresses social and economic sustainability by creating workplaces along 

the whole supply chain as it is shown in the case of Brazil (Baruque-Ramos et al., 2017), awareness 

of responsible and ethical consumption as in the comparative cases of the UK and South Korea 

(Kim & Kim, 2016) or the case of Sweden (Ekström & Salomonson, 2014). Finland, which is in 

the focus in this study, actively promotes the reuse of textile products with the aim to make sorting 

of textile waste mandatory on a national level by 2023 (Yle, 2021). However, textile recycling as 

a business activity is only in the emerging stage in Finland (Dahlbo et al., 2017; Ranta, et al., 2020; 

Rovanto & Bask, 2020; Köhler, et al., 2021). Despite the efforts of a number of companies who 

are introducing recycling innovations in Finland, efficient facilitation of the recycled textile 

industry faces several challenges: 1) high cost for collection and delivery of used textiles from 

consumers to recycling facilities that also involves sorting and separating of textile that can be 

recycled; 2) the volume of the flow of used textile for recycling is hard to predict due to growing 

but still limited demand for recycled textile; 3) business opportunities of CE implementation in the 

textile industry needs to be better communicated among B2B customers and suppliers to co-create 

value; 4) transformation of the linear business models of the companies to CEMs is a slow process 

due to currently limited economic value and lack of actors adopting CEM in the existing business 
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networks, etc. (Hinkka et al., 2018; Ranta, et al., 2020; Rovanto & Bask, 2020; Jäämaa & Kaipia, 

2022).  

All these challenges to some degree concern the facilitation of actor-networks enabling 

flow of materials in the supply chains and efficient value creation. Thus, demand for emerging 

business networks of actors may grow along with the advancement in the Finnish textile industry 

and especially within the technological niche of textile recycling. Möller (2010) presents this 

network development as a business emergence framework that “provides a more detailed 

description of the actors involved in innovation and business emergence processes, and of the 

environmental dimensions influencing their emergence” (p. 364). This framework embraces 

sequential stages of collaboration or competition of business actors in exploration for new business 

opportunities offered by emerging innovations; “piloting” networking for exploitation of the 

technological capabilities and extending actor-networks that may involve non-business actors; and 

scaling up production and distribution networks in case of success and development of new 

business fields. These phases illustrate how business actors develop production networks and 

distribution channels to create value of innovations (Nyström, 2009) and benefit from emerging 

opportunities on the industrial markets. Möller & Rajala (2007) characterize emerging business 

networks as emerging value systems through which new business concepts/models and business 

fields can be created. Accordingly, these networks may involve old actors targeting to advance 

their business process as well as attract new ones who, for instance, offer radical innovations. This 

involves new value creation activities and may cause changes in the existing business models. 

However, management of emerging networks is frequently associated with uncertainty about value 

creation and involvement of the actors as such (Möller & Rajala, 2007; Planko et al., 2017). To 

tackle this issue, development of emerging business fields requires the establishment of efficient 

business networks to secure a flow of input resources and to address market demand.  

 Emerging business fields and exploitation of new business opportunities associated with 

sustainable innovations are frequently connected with uncertainty since business actors may pursue 

short-term economic benefits instead of taking a strategic long-term perspective. They might 

experience limited market capabilities or lack of demand, and absence of business intermediaries 

and collaboration that would open routes to the market (e.g., Knight et al., 2015). However, 

sustainable innovations and CE technologies become inevitably integrated into various industries 

as they are not only a source of competitive advantage (e.g., Oksanen & Hautamäki, 2015; 

Maldonado-Guzmán et al., 2020) but can also create value for businesses by re-defining business 

processes and providing access to resources, in addition to satisfying market demand for 

sustainable solutions (Perey et al., 2018; Bocconcelli et al., 2018; Luttenberger, 2020). This 

concerns the textile industry as well, whose orientation on sustainability and circular economy is 

also actively promoted by governmental organizations. For instance, the European Commission 

and the Parliament actively support the implementation of CE in the textile industry and fashion 

markets with the introduction of the “Circular Economy action plan” in 2020 which was re-

enforced with the “New Circular Economy action plan” in 2021. These plans target the 

implementation of the EU strategy “to achieve a carbon-neutral, environmentally sustainable, 

toxic-free and fully circular economy by 2050, including tighter recycling rules and binding targets 

for materials use and consumption by 2030” (European Parliament, 2021).  

Therefore, companies in the textile industry, who strategically adopt CEM in their business 

processes despite market uncertainty, may address the demand for sustainable production and 

products, capitalize on new business opportunities, and align their business processes with 
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changing regulations in addition to addressing environmental and social challenges. However, this 

strategic business development may not be possible without collaboration and emergence of new 

actor-networks. To understand the processes behind emerging business networks and new business 

fields (i.e., recycled textile industry), this study explores what business processes and activities are 

strategically important for business actors networking for CEM implementation in the context of 

the Finnish textile industry.  

 

Methodology 

To address the research objectives, this study applies qualitative interviewing (Brinkmann, 

2013; Merriam & Tisdell, 2016) to explore what business actors and business processes play a 

strategic role for emerging business networks aimed at CEMs implementation in the textile 

recycling industry in Finland. Despite being delimited to a certain country (i.e., Finland); the results 

may have implications for countries in a similar stage of adopting CEM in the textile industry or 

for international industrial markets aiming at enhancing sustainable business processes.  

At the current stage, the study is grounded on four semi-structured interviews with 

companies located in Finland and operating in one business network: 1) company A performs 

textile recycling processes 2) company B plays an intermediary role of collecting textile for the 

recycling and production of textile-based products, and 3) companies C & D supply their used 

textile or production textile leftovers for recycling to company A. The interviewees’ characteristics 

are summarized in Table 1. Criteria for selection of the interviewees was their focal involvement 

in CEM implementation and strategic planning in their companies.  

The interview questions covered the key themes addressing the research objectives such as 

the company`s business motivation for CEM implementation or engagement in the networking for 

CEM, practicalities and challenges of emerging network facilitation, and strategic perspectives of 

these networks for future business development. The data collection was conducted in Oct-Dec 

2021. The interviews were interpreted via content analysis, which corresponds to the explorative 

nature of the research (Duriau et al., 2007). The collected interviews were recorded and re-written 

in textual format. As following, the texts were categorized by textual units related to the research 

focus to unveil the manager`s understanding of the business processes. The empirical research of 

this study was executed according to the international ethical norms of research conduct and the 

anonymity of the interviewees was ensured. 

Table 1. Interviewees' characteristics 

Conducted interviews  Company size Manager`s 

responsibility 

Textile recycling company A small-size company Customer relationship 

management 

Intermediary company B small-size company Sustainability & Product 

management 

Supplying textile for recycling 

company C 

medium-size company Marketing management 

Supplying textile for recycling 

company D 

large-size company Ecosystems management 
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Results and discussion 

The companies that participated in this research are directly or indirectly involved in re-

processing of used textile into raw materials. Company A has a CE-based business model. This 

company has acquired the technology to conduct mechanical recycling of the textile products 

(predominantly polyester and cotton) into fiber that is ready to use for the production of other 

textile products. Company B has their own production of ready-to-wear textile products, but this 

company also collects its used textiles and deliver them to company A for recycling. After the 

recycling process is completed, company B collects the recycled fiber and sells it to other 

companies as raw materials. Therefore, company B plays an intermediary role both for delivery 

and distribution of recycled textile. Companies C and D use textiles in some of their products aimed 

at B2B and consumer markets. Specifically, company C supplies textile production leftovers to 

company A for recycling. Company D, as a part of their business, provides services of renting 

textile products to, for instance, hotels and restaurants. Once these textiles become worn-out, the 

company collects and supplies these products to company A for recycling. The following Figure 1 

illustrates a simplified network of the companies participating in this research and their interaction.  

 

 

 

 

 

 

 

 

 

Figure 1. Business network 

For all of these companies, engagement in CE is a relatively new business process, and they 

pursue these activities as pilot projects. However, they realize the necessity of CEM 

implementation (fully or partially) in their business models since sustainable development has 

become a part of their business strategy. The main issues mentioned by the interviewees, regarding 

CEM as a strategic move, is the insufficient network of business actors facilitating the movement 

of used textile materials from the companies to the recycling facility, where textile is reproduced 

into fiber that can continue its life cycle into new textile products. These emerging networks still 

need to improve their value chains with new distributors, waste management companies, textile 

collectors and sorters, companies producing new products of recycled fibers, marketing companies, 

etc.  

Regarding the motives for the companies to engage in CEM, company A has started its 

business as a response to the demand for recycling textile facilities in Scandinavia and the 

possibility to extend the life of textile to solve the environmental issues of textile waste and to gain 

economic opportunities from new business models. Company B has been engaged in the production 
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of textile-based products (outsourced manufacturing) but they re-oriented their business model to 

CEM to address environmental sustainability and to distribute recycled textile as a resource to other 

companies. Company C has a long history of manufacturing eco-labeled cleaning products for 

industrial usage and consumer markets. For this company, partnership with the CE-company 

became a next step in their strategic development towards sustainability. The same strategic move 

can be recognized in company D that, in addition to the environmental benefits, can extend the 

lifetime of their textile in the form of recycled products.  

An efficient development of the recycling textile industry may require clustering of the 

companies within specialized regions (Camilleri, 2020; Salmenperä, 2021) that need to be 

supported through governmental policies. This may also require a redefinition of the companies` 

location, or spatial embeddedness, in the business networks (Törnroos et al., 2017). According to 

the company B representative, the location may be important to facilitate sustainable logistics and 

to provide easy access to input materials. This challenge also rises the question of responsibilities 

for logistics. As mentioned by the company C representative, it is unclear which company should 

pay for the logistics of the materials if their company does not directly benefit financially from this 

type of activity. However, they agree that effective materials logistics is a strategic issue for the 

future sustainable development of the textile industry, that may affect their business in the long-

term perspective.  

Local municipalities may be interested to support the development of industrial clusters of 

business actors to address environmental and social sustainability related to the textile industry. 

However, currently the collaboration between companies and municipalities concerning recycling 

is quite limited (Salmenperä, et al., 2021). One challenge regarding the regulation of textile 

recycling is that the government frequently controls recycling of paper, glass or metal; whereas 

textile waste remanufacturing is the responsibility of business organizations (Hole & Hole, 2019). 

In one way, this opens opportunities to establish new business models. However, a lack of 

immediate economic benefits, market uncertainty and lack of governmental incentives may prevent 

companies from engaging in unsupported recycling businesses (Knight et al., 2015; Planko et al., 

2017). Additionally, according to company A representative, other business organizations may not 

see an opportunity in using recycled fiber in new products. This may be related to the challenges 

of value communication among business actors in the networks (Ranta, et al., 2020). The company 

B interviewee also mentioned a challenge of value creation: client companies often don't 

understand what sustainability or recycling means and may not see the strategic possibilities of 

redefining their business models to meet sustainability goals and create economic value. This 

emphasizes the lack of communication among companies that may already have established 

relationships but fail to communicate value of CEM.  

Currently, predominantly small and medium-size companies perform recycling of textile 

(Prieto-Sandoval et al., 2019; Köhler, et al., 2021). This is beneficial in terms of social 

sustainability as these companies provide employment and social benefits to the workforce. 

However, to address environmental and economic sustainability, recycling companies need to 

reach economies of scale not only in the production of output materials (fibers or yarn) but in 

maintaining a stable flow of input material (used textile), as noted by the company B representative. 

Due to the emerging stage of textile recycling as a business filed, the flow of input textile is still 

hard to predict and manage (Rovanto & Bask, 2020; Jäämaa & Kaipia, 2022). Once mass-recycling 

of textile is established and becomes economically viable, business actors who manufacture 
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products from recycled fiber may benefit from this low-price raw material and it would also create 

an economic incentive for other business actors to engage in CE activities. 

Another key issue of CEM in textile industry regards the technological development of the 

recycling processes. For instance, current recycling technologies cannot efficiently reprocess 

textiles consisting of mixed materials. This specific challenge currently prevents the collection of 

textile products from consumers for recycling in a large scale (e.g., Jäämaa & Kaipia, 2022). Hence 

the recycling companies utilize textiles originating predominantly from industrial manufacturing 

as confirmed by company A. The process of recycling would be simplified if other companies 

(intermediaries) could perform the sorting of materials to select those that can be recycled in each 

recycling manufacturing line or recycling facility. Alignment of activities is also needed between 

companies that supply used textile and companies that use recycled fiber. All involved partners 

need to know what textile they use, how it will be processed, and what can be produced of the 

processed fiber. Additionally, this also rises a need for information technology (IT) development 

to facilitate this process. Companies may need to share information about quality checks of the 

materials, to be able to follow the life cycle of textile products from their cradle to grave and 

provide information of the origin of the product: what it is made of, and how it was used. According 

to the company A representative, lack of this infrastructure enabler slows down the recycling 

process and make it more costly. This is in line with the research of Salmenperä, et al. (2021) who 

listed, among challenges of CEM implementation, finding suitable collaboration/networking and 

insufficient technological and logistic infrastructure. However, as pointed out by the company D 

representative, the textile industry in Finland is entering a new era, which will create a demand for 

new actors and activities to facilitate new value chains and business networks.  

The following Figure 2 summarizes the processes/activities and strategic actors needed for 

the facilitation of the emerging business networks concerning CEM in the textile industry based on 

the above discussed companies' network. The green arrows indicate different issues that these 

networks still have to address.  

 

 

 

Figure 2. Processes/activities and actors of strategic importance for emerging business networks 

in the recycling textile business field 
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Conclusions 

CEM is becoming commonly implemented in textile industry to address environmental and 

social challenges across the globe and in countries like Finland. Despite an increased usage of 

recycled textiles on international markets, this emerging business field still has many issues to 

solve. Regulations, governmental incentives, and collaboration with municipalities would increase 

the development of the recycled textile industry in strategic locations across the country. The 

recycled textile market still experiences many uncertainties concerning demand and stable flow of 

input materials which is important for establishing large scale production. Another big issue is 

value communication and networking between companies to achieve the sustainability goals by 

engaging in CEM. Companies may fail to see long-term strategic benefits of CE and miss business 

opportunities. However, the positive changes in the Finnish and international textile markets are 

associated with technological innovations that create a supply of work places (social 

responsibility), address environmental issues (waste reduction) and secure economic sustainability 

by introducing new business models and a changing logic of business activities.    
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