Promoting Circular Practices in Fashion: Strategies for Sustainable Business Growth

Abstract
This study systematically investigates the landscape of circular economy models within the fashion industry, aiming to evaluate their effectiveness and implications for sustainable business practices. Through a comprehensive literature review, we examine the viability of various models, including rental/subscription services, product customization, recycling, remanufacturing/repairing, recommerce/peer-to-peer/second-hand services, and transparency. Our findings reveal that all examined business models demonstrate significant potential for generating demand and profitability within the fashion sector. Notably, transparency emerges as a particularly appealing and implementable system, offering multifaceted benefits for both established firms and start-up enterprises. In light of the multitude of business models under scrutiny, our analysis underscores the importance of strategic selection and integration of sustainable practices within the fashion industry. We propose that transparency, characterized by its capacity to foster trust and accountability with consumers, stands out as a pivotal model, particularly advantageous for nascent companies. Furthermore, our study emphasizes the interconnectedness of circular economy models and highlights the need for holistic approaches to sustainability within the fashion sector. By synthesizing insights from scholarly literature, we aim to provide practical recommendations and pathways for fashion enterprises striving to navigate the transition towards circularity and sustainability. Ultimately, this research contributes to advancing scholarly understanding and practical implementation of circular economy principles in the fashion industry, fostering a more resilient, equitable, and sustainable future for both businesses and society at large.
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Introduction
The circular economy remains a focal point as a primary solution to maintain social-ecological systems within favorable limits for humanity (Kennedy& Linnenluecke, 2022). The concept of the circular economy has roots dating back to the 1970s and is closely associated with the seminal 'Cradle to Cradle' theory, as elucidated by McDonough and Braungart in 2002, emphasizing the imperative of recycling end-of-use products and integrating them into biological or technical cycles (McDonough and Braungart, 2002). While the concept gained traction over the years, particularly following the 2012 Ellen MacArthur Foundation report, which heralded the circular economy as an industrial system aiming for restorative or regenerative outcomes in design and intention (Ellen MacArthur Foundation, 2012, p.5). This shift away from the traditional 'take-make-dispose' linear economy is especially pertinent to the fashion industry, notorious for its significant environmental footprint. Indeed, the fashion industry stands as the world’s second-largest environmental polluter, contributing to 20% of global water waste and 10% of carbon emissions (UN Environment Programme, 2018). In light of such statistics, embracing a circular economy model becomes imperative for environmental preservation.
Research into sustainable business models within the fashion industry is thus of paramount importance. This paper seeks to systematically gather and evaluate information on available methods facilitating the transition towards a more circular industry. Through a systematic literature review, the effectiveness and efficiency of various models will be assessed, with the ultimate goal of identifying strategies that can effectively close the loop on the predominantly linear fashion economy. The urgency and significance of this endeavour underscore the critical need for sustainable practices within the fashion industry, not only for environmental protection but also for long-term viability and ethical responsibility. Research indicates that integrating diverse interdisciplinary perspectives unlocks the potential of cross-sectoral collaboration to advance the circular economy (Köhler et al., 2022).
Existing research highlights that the circular economy (CE) provides a transformative alternative to the traditional linear "take-make-dispose" model, particularly relevant in industries with high environmental footprints such as fashion. Foundational theories such as Cradle to Cradle (McDonough & Braungart, 2002) and frameworks from the Ellen MacArthur Foundation (2012) position CE as a restorative and regenerative system that reduces waste and integrates products into biological and technical cycles. Empirical evidence already shows the fashion industry’s urgent need for CE interventions, given its contribution of 20% to global water waste and 10% of carbon emissions (UNEP, 2018). There is also growing recognition that sustainable business models such as closed-loop supply chains, recycling initiatives, and circular design can mitigate these negative impacts. Furthermore, interdisciplinary collaboration is increasingly seen as vital in driving CE adoption across industries (Köhler et al., 2022).
Despite its conceptual clarity, gaps remain in the practical implementation of CE within the fashion industry. Research often emphasizes the potential benefits of CE, but less attention has been given to: (i) measurable outcomes of CE adoption on long-term business viability, (ii) the specific leadership competencies required to manage transitions towards circularity, and (iii) scalable strategies that balance environmental responsibility with profitability. Additionally, there is insufficient exploration of how consumer behaviour, regulatory frameworks, and cross-sectoral dynamics influence the success or failure of circular business models (Wihler et al., 2024). These knowledge gaps highlight a disconnection between CE theory and operational strategy in global fashion supply chains.
This study advances understanding by conducting a systematic literature review that critically evaluates existing business models facilitating the transition toward a circular fashion industry. Beyond cataloguing models, the research interrogates their effectiveness, efficiency, and scalability, thereby bridging the gap between theory and practice. Integrating perspectives from strategy and leadership management, the study underscores how leadership vision, change management, and strategic alignment are indispensable for embedding CE principles into core business operations (Johnstone, 2024). The findings will not only provide a clearer picture of what works but also identify leadership practices and organisational strategies necessary to sustain CE models within resource-intensive sectors.
The Context
The fashion industry has increasingly become a platform for individuals to express themselves, becoming a symbol of cultural, social and personal identification. This has allowed companies to popularise ‘fast fashion’, whilst being largely unchallenged by consumers as to the detrimental impact it has on the environment. There has been little information that addresses the benefits and issues of models that contribute towards a circular economy within the fashion industry. Therefore, this systematic literature review aims to provide a useful and ordered collection of data for businesses and entrepreneurs that explain the benefits of the different circular economy models but also the barriers they will face when implementing them. 
This study strives to answer the following research question: 
· What are the benefits, issues and thus effectiveness of circular economy models used in the fashion industry?
The study focuses to provide a systematic collection of literature that can be used as valuable information for: Companies looking to implement circular models into their business strategy, entrepreneurs looking at the option of penetrating the market, and consumers who are unaware of the detrimental and unsustainable impact that the fashion industry is causing: To undertake a systematic literature review that provides valuable information for companies and entrepreneurs who want to implement circular economy methods within the fashion industry. 
The paper is structured in the following manner: Section one provides an introduction to the circular economy and relating features and discusses the research question and methodology that will be used. Section two presents background knowledge of the circular economy and models that pre-existed it, as well as defining sustainability. Section three provides the literature review that covers a number of topics that are useful in understanding the need for a circular economy and the barriers that will be faced. Section four presents the methodology of the literature review as well as the systematic literature review, which will be carried out in Section five. Finally, section six provides a summary and conclusion of the systematic literature review. 
Sustainability and Background of the Circular Economy
Sustainability
The definition of sustainability has largely been subject to scholarly debate as to what it encompasses. Harwood (1990) views sustainability from an agricultural and environmental perspective, denoting that the term was originally coined in the 18th century in relation to trying to achieve a sustainable yield with consideration to the depleting forest resources. Other definitions of sustainability focus upon the long-term well being of individuals, whether this be through environmental means, or additional methods (Kuhlman and Farrington, 2010). However, this paper will look at sustainability through the scope of the Brundtland Report, which created the three pillars of sustainability. Instead of solely focussing on the environmental meaning, the commission highlights the importance of societal equality and economic growth as being equally weighted in importance (Our Common Future, 1987). Their indistinguishable importance comes as a result of the three pillars being interdependent on one another when aiming to achieve sustainable development. Therefore, although environmental sustainability is a primary motive for the circular economy to be implemented within the fashion industry, it is not without careful consideration the benefits that can be accumulated in terms of the economy and society (Nosková et al., 2024). In fact, a circular economy that incites a major decline in either economical or societal statuses would have failed at creating an improved sustainable system, regardless of environmental development.
Origins of the Circular Economy
As previously mentioned, the circular economy in the fashion industry is a relatively new concept, and only began being popularised in the early 2010s by the Ellen MacArthur Foundation. However, this section will briefly consider a few of the earlier models and theories from which the circular economy drew upon in its creation. This will offer the reader an understanding of its chronological progression, and the gradual changes that have occurred in the economic system to lead to the circular economy.
Spaceman Economy
Boulding (1966) produced a piece of literature regarded as ahead of his time in predicting the earth’s requirement to move towards a ‘closed economy’. The understanding that the planet’s current ‘open economy’, or as he referred to it, the ‘cowboy economy’ (for its recklessness and behavioural belief of unlimited plains), would be required to eventually operate under a ‘spaceman economy’, became a catalyst for many other pieces of scholarly literature in this area. Boulding used the ‘spaceman economy’ as a metaphor representing our planet’s isolation from external resources, meaning that we would eventually have to operate under a “cyclical ecology system”. 
Limits to Growth
The ‘limits to growth’ theory move on from Boulding’s assertions via the creation of model data that predicted the probable collapse of our civilisation by 2100 if the level of unsustainable consumption continued without intervention (Meadows et al., 1972). The 1972 book also identified pollution as being a major cause for the downfall of society via its ‘climatological effect’ that would be a catalyst for the diminution of the population. Meadows et al. received plenty of criticism at the time with scholars believing the model projections were unrealistic and unreasonably pessimistic (Cole et al., 1973). Furthermore, Wallich (1982) regarded the contemplation of halting growth as a danger to the future economy, and instead assured that technology would be the answer to eventual resource exhaustion. It is clear that Meadows et al.’s predictions were taken lightly, and although they could have been exaggerated, it helped to further spark the debate about the planet’s inability to withstand the current lack of sustainability.
Cradle to Cradle
This theory, popularised by Braungart and Mcdonough (2002), provides a model most similar to that of the circular economy based on the three primary principles that they created. It highlights the sustainable awareness that waste from any industry can usually be used as biological nutrients (restored back in the soil), or used as fuel for new products (technical nutrients). Furthermore, it stresses the importance of using renewable energy, which is abundantly available to mankind in forms such as wind and solar energy. It also highlights the necessity of innovation that provides companies and industries with the means to operate under an environmentally beneficial capacity. It is noticeable that the circular economy model has taken inspiration from this theory, particularly drawing on the essentialness of innovative designs that will be key in creating a closed-loop economy. The most supported critique of the ‘Cradle to Cradle’ theory is the authors’ lack of acknowledgement of the need for certain materials in production that are too harmful to become biological nutrients, and do not have a propensity for reuse. Therefore, they fail to take into account that waste is inevitable in some industries, with the necessity of unsustainable materials such as some synthetics or metals in manufacturing (Reay, 2011).
Steady-State Economy
A similar minded model proposed by Daly (1993) explains that the natural growth economy that we live in has to now take into account the limited ecosystem, so that a ‘steady-state economy’ can be created. Consumption has reached a point whereby the economy’s natural mechanism to increase growth fails to take into account the value of the products being created when compared to the damage that unsustainable material use has on the ecosystem. Similar critiques made on the ‘limits to growth’ theory has also been applied to Daly’s, with a ‘Tech-fix’ view being taken. Opposing literature claims that, with the aid of technology, the economy’s growth can still be maintained without relying on growth on inputs into the economy (Blomqvist, et al., 2015.). Therefore, economic growth (output) will not be dependent upon the increase in material usage (input). 
While existing theories provide a solid foundation for understanding the principles of the circular economy, much of the literature remains conceptual, with limited focus on the measurable operational and strategic implications of implementation across industries. In particular, gaps persist in understanding how firms can integrate stock maintenance, resource recovery, and closed-loop practices into scalable business models that balance profitability with sustainability. Moreover, the leadership and strategic management competencies required to navigate these transitions are underexplored, especially in contexts where regulatory, consumer, and cross-sectoral pressures interact. This paper contributes to filling these gaps by offering a systematic review of proposed mechanisms of the circular economy, critically evaluating their practical challenges, and advancing a strategy- and leadership-oriented framework that connects theoretical principles with actionable pathways for business transformation.
Literature Review
Sustainable Impacts of the Fashion Industry 
The increase in the global population paired with a steady growth of average income in the 21st century, has meant that the fashion industry is booming now more than ever. These factors have caused a rapid increase in demand for clothing, supported by data suggesting that production and consumption of textiles have doubled in the last 10 years (Shirvanimoghaddam et al., 2020). This is supported by Souchet (2019), who believes that ‘fast fashion’ is the primary cause of the detrimental impact that the fashion industry is having on sustainability, and has arisen from companies trying to cater for the increase in demand.  However, Ahmad at al. (2015) suggests that although the population growth and better standards of living have certainly contributed to the emergence of ‘fast fashion’, the primary demand for it has come from the influences of social media. These types of online platforms offer consumers infinite information on what influencers in their lives are wearing, such as celebrities and their friends. The social pressures to be stylish and look good have heavily increased the demand for fashion, with consumers wanting to try out new styles, thus giving ‘fast fashion’ the platform to be successful. Furthermore, social media has given large fashion brands the up-to-date information on the latest trends in the fashion industry, and thus encourages them to produce these products as quickly as possible for their consumers, further adding value to fast fashion (Jackson, 2001).
It is estimated that in 2010, roughly half of all textiles in the UK were sent to landfill (1,386,000 tonnes), with only 13% being recycled. Furthermore, data suggests that £250 million could have been added to the fashion industry had these materials been recycled or reused (Bartlett et al., 2013). One of the major negative impacts that arises in the manufacturing of clothes comes from the vast amount of water required. It is reported that 19,000 litres of water are needed to produce a shirt and a pair of jeans (Claudio, 2007). Thus, this highlights the importance of implementing business models that reduce the amount of clothing being created and instead prolong the lifecycle of garments (Ellen McArthur Foundation, 2017). In terms of land pollution, 85% of textiles in the fashion industry get sent to landfill each year (Dickson et al., 2009). It is predicted that if the rate of population growth continues, the equivalent of nearly three planets could be needed to deliver the resources that are required to withstand the current lifestyles (United Nations, 2015). Being one of the largest and most polluted sectors in the world, the fashion industry has a huge part to play in helping reverse the current environmental impacts that are being had – This can be helped through creating a circular economy. The factors mentioned, along with the fashion industry being responsible for 10% of the world’s carbon emissions, demonstrate the necessity for dramatic change within the market, which the systematic literature review will look to provide useful information for (UN Environment Programme, 2018). 
In addition to the environmental impacts discussed, the current ‘fast fashion’ market also raises a number of societal issues. The eagerness to produce new trends as fast as possible leads to a number of scholars believing that this sector of the fashion industry generally places higher importance on profits than human wellbeing (Drew and Reichart, 2019). However, the social impacts of the fashion industry have been debated, with Nordas (2004) suggesting it has led to the creation of millions of jobs, particularly in poor countries, where the use of new technology is resulting in a high output growth. Ertekin and Atik (2014) express the importance of maintaining growth rates in the fashion industry, primarily for the large number of jobs it brings in less economically developed countries. Therefore, they suggest it is crucial to strike a balance between developing a slow and environmentally sustainable fashion system, but also continuing to increase local production through models that progress the circular economy. 
The Circular Economy 
As previously addressed, the concept of a circular economy has existed in literature since the 1970s when the ‘Cradle to Cradle’ theory was born. The circular economy as we understand it today has been popularised predominantly through the fashion industry, and is helping to encourage other industries to build similar, circular business models (Ellen MacArthur Foundation, 2017). 
The circular economy is a theory that differs from the linear model primarily based on the end-of-life of the products manufactured. In a circular economy, the lifecycle of material has to be prolonged so that the resources can be reused and recycled, whether that be for the same industry or a different. In order to fulfil this, the three stages of a fashion product (production/ manufacturing, use, and end-of-life/disposal), have to contribute to maximising longevity (Souchet, 2019).  Shirvanimoghaddam et al. (2020) explain that if circular methods are implemented within these stages, then this will lead to the prevention of environmentally damaging amounts of waste being dumped, and the full worth of materials being utilised. This is further supported by The Ellen MacArthur Foundation (2012), which concludes that the economy can only begin to prosper once the limits of the planet are respected, and sustainability is vastly increased. The research underscores the transition from linear to circular business models as pivotal for enterprise growth, advocating the adoption of activities within the 9R framework to meet circular economy standards and gain economic, operational, and social benefits while championing environmental stewardship (Nowicki et al., 2023; Muñoz et al., 2024). Research indicates that communities within the circular economy literature can assume a more significant role beyond consumerism, thereby incorporating a socially oriented perspective previously overlooked in the literature (Eikelenboom & Long, 2023).
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Fig. 1. The 9R framework (adapted from Kirchherr et al. (2017, p. 224)). 
The Challenges and Issues of Implementing the Circular Economy as a General Concept 
The Ellen MacArthur Foundation report supports its argument for a circular economy via the assurance that jobs will arise from the extra steps that will be implemented in increasing sustainability, such as recycling and redesigning (Ellen MacArthur Foundation, 2017). However, Stahel (2019) argues that although human labour will likely be created, the potential for a major increase in local job opportunities is not certain. This is due to the possibility of a global, centralised recycling base that discourages the mass creation of small, localised recycling centres. Furthermore, Drew (2019) promotes the potential lack of social sustainability that may occur from the implementation of circular economy methods by debating the increased ability for sweatshop-type establishments to be used. However, it must be noted that this would not be a direct consequence of the circular economy, and instead is a deeper-rooted humanitarian issue that must be resolved through transparency.
Another challenge facing the concept is the lack of standardisation and generalisation throughout industries, making it difficult for specific guidelines to be given. Therefore, due to each market being different, the circular economy models will have to differ and thus businesses rely on industry specific projects (such as the Ellen MacArthur Foundation), to be a catalyst for the implementation of circular models (Avila-Gutierrez, 2019). Some materials may be excluded by the circular model principles due to not being fully recyclable or reusable. However, this could ignore certain resources, which are better substitutes in terms of their lack of environmental damage instead of focussing on their lack of recyclability (e.g. non-acidic materials) (Haupt and Hellweg, 2019). 
The circular economy will encourage an increase in interdependency amongst industries. This will arise as a result of waste in a particular sector being used as fuel in another. Therefore, as with any interdependency situation, a downturn in one industry may have a knock-on effect on another, thus increasing the risk of industry crashes (Maaß and Grundmann, 2018). Lastly, the lack of support from governmental regulations makes it hard for small companies to implement these circular economy business models due to the initial capital needed. If governments subsidised companies looking to reduce carbon footprints and environmental impacts, then it would be a lot easier for companies to compete against the fast-fashion businesses (De Brito et al., 2008).
Circular Economy Models being implemented in the Fashion Industry
Rental/ Subscription Services
Rental and subscription services are becoming more common within the industry, with the market currently representing 6% of the global subscription economy (Accenture Strategy and Fashion For Good, 2019). The service revolves around the ability for consumers to acquire clothing for a short-amount of time at a small fee. As will be discussed in the systematic literature review, this provides the consumers with many benefits due to not having the pressure of purchasing an item and becoming the owner.
Product Customisation
Product customisation is becoming a popular sustainable model within the fashion industry as it aims to cater to the specific needs of a customer so that garments can be styled to their liking (Yeung et al., 2010). This is a great model in trying to limit the amount of clothes that people buy – instead of consumers purchasing lots of different garments, they can now be more selective and pay a higher price for clothes that will have higher value in terms of their specific needs (Štefko and Steffek, 2018).
Recycling 
Recycling is the process of transforming material into a different product from its previous form and therefore has a different purpose (Michaud and Llerena, 2006). In terms of the fashion industry, it is becoming more common for companies to manufacture clothes out of recycled goods, as a method of appealing to sustainable customers and individuals who have unique styles (Dissanayake and Sinha, 2015). The systematic literature review will further delve into the benefits and limitations that companies face when implementing this business model.
Remanufacture/ Repair
Remanufacturing is defined as reforming material so that it can be reused in the same capacity as its previous function (Kirchherr et al., 2017). Therefore, within this paper’s context, it refers to the redesigning of clothes so that it can remain within the fashion circle. It is estimated that just less than 1% of materials used in fashion are remanufactured so that they can stay within the industry and be worn again (Ellen Macarthur Foundation 2017). Jacometti (2019) argues that this is due to the current lack of technology capable of increasing the mass remanufacturing of clothing. However, this reason is challenged by Dissanayake and Sinha (2015), who believe that it is not the limitation of technology that is capping the amount of remanufactured clothing, but instead the asymmetric information provided for consumers. Repair is also included within this business model as a number of companies are now providing services to help fix consumers’ clothes and maximise the lifecycle of garments (Hamzaoui-Essoussi et al., 2014).
Recommerce/ Peer-to-Peer/ Second Hand
Recommerce is predicted to grow steadily in the fashion industry with the online and offline resale market worth an estimated $18 billion in 2017 (Henry et al., 2018). These types of business models are both B2B and B2C, with the peer-to-peer platforms usually encompassing the exchange of fashion products and items between consumers. The second hand market comes in many different forms, such as charity shops, vintage stores, thrift shops, and peer-to-peer selling. 
Recommerce plays a vital role in supporting the circular economy by extending the lifecycle of fashion products and reducing waste (Silva et al., 2025; Arman et al., 2021). For B2B models, such as wholesalers and retailers, recommerce provides an opportunity to recapture value from returned, unsold, or overstocked items through resale channels, ultimately enhancing inventory efficiency and sustainability credentials (Beh et al., 2016). For B2C platforms, recommerce empowers consumers to actively participate in circular consumption by buying and selling pre-owned items, which fosters environmental awareness and more responsible purchasing behaviours (Arman et al., 2021). Both B2B and B2C stakeholders benefit through cost savings, improved brand reputation, and alignment with growing consumer demand for sustainable practices in fashion.
Transparency
Building a business model around transparency is increasingly becoming a fundamentally important strategy, with consumers demanding more insights into the manufacturing process of the clothes that they purchase. This highlights a model, which is particularly attractive to new companies in regards to the ability to gain a competitive advantage over larger, incumbent fashion businesses (Kirchherr et al., 2017). This is because of the difficulty that firms will face that have not previously needed to fully track their supply chain. Being able to implement this model from the start will allow new firms to present a much more detailed and accurate analysis of their supply chains, which will help to drive demand away from the large, non-transparent firms, towards their more sustainably rooted company.
The Importance of Consumer Behaviour
The importance that consumer behaviour plays in the success of the circular economy is largely under analysed, with much scholarly focus being isolated to just the manufacturing implementations that will be needed (Camacho-Otero et al., 2018). Hobson et al. (2016) suggest that consumers will need to make radical changes to their consumption patterns so that materials can maintain their lifecycle within the economy, instead of going to waste. This is supported by Wastling et al. (2018) who divide the necessary consumption behaviours into three chronological processes. First, the acquisition stage requires people to proactively purchase second-hand goods, whilst also aiming to increase their exchange activities through rental services. However, this primary step has already come under scrutiny with a report survey advising that 72% of consumers would only contribute to these sustainable measures if there were no added effort from a usual purchasing activity, which, in the early stages, is unlikely (ING, 2020). During consumption, people should attempt to keep the products in a condition that will be fit for resale or reuse – This can be done through repairs. Lastly, in order to close the circle, the disposal stage should encompass selling your products as second-hand or giving the material away in a money-free exchange. This affirmation has gained further support with Vogtlander et al. (2017), asserting that the circular economy can only be successful as long as the behavioural characteristics of consumption are taken into account when creating a system that encourages the remanufacturing and reselling of goods. Some experts worry that a disproportionate focus is being placed upon technological innovation as a means to solving the sustainability issue. This is a dangerous mind-set to have as it shifts attention away from the importance that other stakeholders such as consumers, have in creating a circular fashion industry (Welters, 2008).
Entrepreneurship 
Entrepreneurship is a vital factor in turning the fashion industry into a more circular economy. The need for new innovative technologies and new companies that are built around circular economy models, makes the industry a very attractive prospect for entrepreneurs, and will help drive sustainability. Entrepreneurship was first defined by Cantillon as an adventurer who bears a risk under uncertainty, in the pursuit of long-term profit (Brown et al., 2014). It is further defined as the “nexus of two phenomena”, which encompasses the existence of lucrative opportunities and innovative people (Shane et al., 2000, p.218). However, other scholars debate whether the driving force of an entrepreneur has to be through financial means, with Thompson, Kiefer, and York (2011) adding that a true entrepreneur is one who finds value outside of private economic wealth. This definition is far more suitable to the current state of the fashion industry, with environmental and social reasons being just as important as economic rewards for many entrepreneurs entering the circular economy market. 
The importance of innovation within the fashion industry is particularly important in the movement towards a circular economy, with the creation of opportunities only occurring through innovative entrepreneurs (Brown and Ulijn, 2004). This raises a crucial scholarly debate about whether opportunities are created or discovered, and can be applied to the context of the fashion industry. Kirzner (1997) developed a theory which identifies opportunities as objective beings and thus are already present in the world. Therefore, they just rely on an entrepreneur to assess the trends of the marketplace, and discover the opportunity. Furthermore, entrepreneurial opportunities are always existent in the world because the future is unknowable. Due to every individual having a different database of internal knowledge and separate patterns of thoughts, it paves the way for endless opportunities to be discovered, and then potentially implemented (Buenstorf, 2007). Credit has also been given to Kirzner’s discovery approach as it provides a theory, which is “grounded in realist ontology” (Ramoglou et al., 2016, p.414).

However, an opposing theory to Kirzner’s was developed by Schumpeter (1934) who took a subjectivist standpoint, believing that those who take advantage of changes in political, technological or social progressions are creating business opportunities for themselves and can truly be identified as innovator. Therefore, Schumpeter understood opportunities as needing to be created through shocking the natural economic equilibrium and accessing a collection of new information that is used in a unique way to before (Shane, 2003). 
This literature review has demonstrated the necessity of the fashion industry adopting more circular models, as well as the barriers that need to be overcome to ensure it achieves the desired sustainable outcome. This has therefore highlighted the importance of companies implementing successful strategies within their business model that address the circular economy. Thus, the systematic literature review will aim to provide companies and entrepreneurs with valuable information about the potential circular economy models that can be implemented. Pedersen et al. (2019) suggest that while each sustainable model presents promising strategies for entrepreneurs, the integration of diverse approaches and the embrace of transparency emerge as critical pathways toward realizing a more circular and sustainable fashion industry.
Research Method 
Research Design
This study adopts a systematic literature review (SLR) methodology to provide a structured, transparent, and replicable synthesis of knowledge on circular economy (CE) business models within the fashion industry. The SLR approach was chosen because it reduces researcher bias, ensures comprehensive coverage of existing scholarship, and facilitates the identification of both well-established insights and emerging research gaps. Guided by the Brundtland Report’s (1987) three-pillar framework of sustainability: environmental, social, and economic, the review focused on assessing how CE models contribute to long-term viability in the fashion sector, where ecological concerns are urgent and business innovation is essential.
Database and Search Strategy
The primary database accessed was DelphiS, with searches conducted through the Web of Science. The keywords “business model” and “fashion” were applied in combination to retrieve relevant studies. This strategy produced an initial dataset of 226 publications. The decision to exclude “sustainability” from the search ensured greater inclusivity, as earlier pilot searches showed that the term limited results and excluded potentially valuable articles. This methodological choice reflects an awareness of database indexing limitations and acknowledges the interdisciplinary nature of CE research, which may not always be explicitly framed as “sustainability” studies.
Screening and Inclusion Criteria
The review followed a two-stage screening process. In the first stage, titles and abstracts were reviewed, reducing the pool from 226 to 47 articles. Exclusion criteria included studies unrelated to CE, those focusing on industries outside of fashion, and papers lacking a business model perspective. The second stage involved full-text analysis, further refining the sample to 23 articles that provided substantive insights into CE applications in the fashion industry. A PRISMA-style flow diagram was used to ensure clarity of the selection process.
Data Extraction and Synthesis
For each selected article, data were systematically extracted, including publication year, author(s), study objective, methodology, and the type of CE business model discussed (e.g., recycling, product-as-a-service, upcycling, resale platforms). These were tabulated to identify patterns and thematic clusters. A thematic synthesis approach was applied, grouping findings into three main categories: (i) environmental impact reduction, (ii) social and consumer behaviour implications, and (iii) business viability and profitability. This structured coding allowed for both comparison across studies and critical evaluation of strengths and limitations.

Systematic Literature Review Process
The systematic literature review adopted in this study followed a structured and transparent process to ensure rigour in identifying, evaluating, and synthesising relevant academic work on circular economy business models within the fashion industry. To establish conceptual boundaries, the Brundtland Report’s definition of sustainability was applied as a guiding framework, ensuring that environmental, social, and economic dimensions were considered when assessing the benefits and critiques of different models. This theoretical anchor provided a robust lens through which to filter contributions, ensuring that the review aligned with established sustainability principles while remaining focused on the practicalities of business model innovation.
The search process was carried out using DelphiS, which provided access to the Web of Science database. To capture the most relevant literature, the search was restricted to the 21st century, eg 2001 to 2025, as circular economy business models have gained prominence during this period and are increasingly discussed in both academic and industry debates. The chosen keywords “business model” and “fashion” were deliberately broad to maximise coverage and ensure that no potentially useful material was excluded by prematurely narrowing the focus. Interestingly, the keyword “sustainability” was intentionally omitted from the initial search strategy, as its inclusion excluded several key journals and articles. This decision reflects a critical awareness of how database algorithms and keyword structures can shape the scope and inclusivity of systematic reviews.
From the initial search, 226 papers were retrieved. Following the first stage of screening, which involved reviewing titles and abstracts, the number of potentially relevant articles was reduced to 47. This screening phase illustrates a crucial part of the systematic review process, where relevance, scope, and conceptual alignment are carefully evaluated. It highlights the challenge of balancing inclusivity with precision, as a broader search ensures comprehensive coverage but necessitates careful filtering to remove articles that do not directly contribute to the research aim. The review demonstrates a transparent and logical rationale for narrowing down the selection, enhancing the validity and replicability of the process.
The final stage involved a detailed full-text analysis of the 47 shortlisted papers, which resulted in the inclusion of 23 high-quality academic articles that formed the core of the review. These studies were systematically catalogued in a table, capturing key information such as authorship, publication date, and the business models discussed. Consolidating and mapping the literature in this way, the review provides both breadth and depth, enabling the identification of recurring themes, innovations, and critical gaps in circular economy applications within the fashion sector. This process underscores the strength of systematic reviews in generating structured insights, but it also highlights the limitations such as the exclusion of grey literature or practice-based reports that could enrich the analysis.
Table 1. Selected articles
	Year
	Author(s)
	Title
	Business Model(s) Reviewed

	2020
	Jin and Shin
	Changing the game to compete: Innovations in the fashion retail industry from the disruptive business model
	Rental/ subscription services and
Product customisation

	2019
	Day et al.
	Predicting consumer adoption of branded subscription services: A prospect theory perspective
	Rental/ subscription services

	2020
	Mukendi et al.
	Sustainable fashion: current and future research directions
	Recycling and remanufacturing

	2019
	Pedersen et al.
	From singular to plural: exploring organisational complexities and circular business model design
	Recycling

	2018
	Cherry and Pidgeon
	Is sharing the solution? Exploring public acceptability of the sharing economy.
	Rental/ subscription services and recommerce

	2015
	Armstrong et al.
	Sustainable product-service systems for clothing: Exploring consumer perceptions of consumption alternatives in Finland. 
	Rental/subscription services

	2018
	Kozlowski et al.
	The redesign canvas: Fashion design as a tool for sustainability.
	Remanufacturing

	2018
	Hirscher et al.
	Social manufacturing in the fashion sector: New value creation through alternative design strategies?
	Repairing

	2019
	Hvass and Pedersen
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Rental/ Subscription Services
Benefits
Subscription platforms can allow companies to refill their stock to the exact amount needed to be sent out or can send directly from the manufacturer. Therefore, this limits the amount of stock that needs to be held and thus dramatically reduces the costs needed in implementation of this business model (Jin and Shin, 2020).
Furthermore, incumbent businesses that are looking to implement a rental business model are not required to get rid of stock. This is because the model demands a wide range of clothing that is available for customers to rent, due to the cheap option of trying out new styles. As a result, the costs of implementing this business model into an existing fashion company are lowered. (Jin and Shin, 2020; Beard, 2008)
The easy accessibility for consumers to rent new clothing without having to commit to the purchasing of products gives them the opportunity to try out new looks and styles, and thus is becoming very popular. Therefore, it is a very healthy and profitable market that will only become more popular as the sharing economy grows (Accenture Strategy and Fashion for Good, 2019; Day et al., 2019).
The subscription model will reduce the manufacturing of new clothes and thus further protect the environment via the requirement of fewer disposals as well, attracting sustainable customers to sign up (Day et al., 2019) (Han, 2017).
Limitations
Consumers may be less willing to subscribe to second hand clothes due to the inability to physically check the state of them and so would not want to risk subscribing for clothes that have wear and tear. This problem does not exist for companies who solely operate from stores, and is instead an issue for companies implementing this business model online (Day et al., 2019; Armstrong et al., 2015; Cherry and Pidgeon, 2018). Furthermore, research has suggested that consumers can be discouraged to rent out clothing due to the financial risks that are attached with the process. Due to the inability of having full knowledge about the items that will be delivered (due to it normally being an online process), consumers are apprehensive that they will have rented items that were not as they expected (Armstrong et al., 2015; Kang and Kim, 2013).
Product Customisation
Benefits
AI-enabled design offers customers with personalised styling services, and thus reduces the need for the company to maintain large amounts of stock due to implementation of a Just-In-Time manufacturing model (Jin and Shin, 2020; Stahel, 2019).
This type of business model appeals to the higher spending price bracket of consumers, and therefore if the model successfully markets itself to this consumer audience, then a high level of profit could be achieved (Todeschini et al. 2017; Yeung et al., 2010).
Limitations
This type of slow fashion is only limited to a small number of firms due to the technology needed in the production of customised clothing. As it is a specialised service, mass-market firms will struggle to implement this strategy and it will primarily be undertaken by firms who only dedicate their business model to a small number of consumers (Štefko and Steffek, 2018).
The potential for global supply of this market is limited due to the specialised skills and technology need in producing customised fashion. Therefore, the implementation of this model must limit itself as a local supply source, rather than global (Štefko and Steffek, 2018).
Recycling
Benefits
Todeschini et al. (2017), and Dissanayake and Sinha (2015) report that there are developments in technology, which is allowing companies to successfully and effectively recycle textiles such as mixed fibres, which was previously impossible without lowering the quality or producing hazardous chemicals in the process. This is contrary to the limitations discussed on the business models revolved around the inability to successfully recycle textiles without lowering the quality.  
Limitations
As explained above, a primary limitation of using the recycling business model is the inability for customers to understand the safety and hygiene of clothing that has been created through recycled material. Therefore, clothing which are made from recycled material are often viewed with caution by consumers, and therefore business models involving this strategy will have to ensure that they can build up trust with their customer base (Mukendi et al., 2020; Pal and Gander, 2018).
The technical challenges facing a company wishing to alter its design face to use recycled materials are vast, and require a lot of time and money into being able to carry them out efficiently. This is a major barrier to entry for a lot of small companies that don’t have the capital to invest in technology that enables the implementation of this business model (Todeschini et al., 2017; Dissanayake and Sinha, 2015)
Recycling within the fashion industry is, in fact, regarded as the least sustainable model in terms of the large amount of resources needed to carry out the process. Furthermore, the profitability gained from using recycled materials is usually less than what remanufacturing or recommerce models offer. Therefore, the potential for a lack of mass demand for a company’s products that are created from recycled material is high, with consumers often preferring to use other environmental platforms such as second hand clothing (Pedersen, 2019; Stahel, 2019).
Another limitation of the recycling business model is the often linear-like supply chain that is encompassed within it. Many of the social issues that are witnessed in the linear system, such as employing the cheapest labour, are thought to also affect the recycling industry, with an emphasis being placed on a quick and inexpensive production of goods instead of a socially sustainable system (Pedersen, 2019; Stahel, 2019).
Finally, companies implementing a recycling business model may also find it difficult to attract a large amount of demand because of the usual non-aesthetic look of clothes made out of recycled material. Therefore, this presents another issue related with the ability to attract a satisfactory amount of consumers to the business (Pal and Gander, 2018).
Remanufacture/Repair 
Benefits
Kozlowski et al. (2018) emphasised the effectiveness of remanufacturing due to the ability for consumers to carry out the project themselves. Therefore, they suggested that fashion companies who provide their customers with the tools to restore and repair their own clothes are not only profiting from selling the apparatus, but are also limiting the amount of transport-related pollution that would occur from consumers having to travel to have their closes remanufactured.
The manufacturing techniques used in the remanufacturing and upcycling of clothes generally require a lot more independence and skill, and so this business strategy can supply their workforce with a more satisfactory working environment and experience. Therefore, this is a highly regarded business model when evaluating the social sustainability of a company’s supply chain (Han, 2017).
Companies that offer repair services to their customers, not only supply their consumers with a valuable and attractive service, but also extend the lifecycle of their products and avoid them going into landfill. This therefore, also limits the amount of clothing being manufactured, as if the lifecycle of garments are longer, this requires less demand for newly produced clothes (Han, 2017).
The repair services also offer an attractive and exciting proposal for consumers who may wish to increase their artistic skillset, which they can achieve through repairing and restyling their own clothes, whether this be with the tools at home, or in a workshop (Hirscher et al. 2018).
Some countries such as Sweden have seen government policies, which allow tax breaks in repair services of fashion. This is fundamental in encouraging small businesses to enter the market as research explains that their main barrier to entry is the financial costs associated with implementing sustainable business models. Therefore, governmental action like this will inspire a number of entrepreneurs to enter the sustainable market and in turn increase the number of platforms that extend the lifecycle of garments (Kozlowski et al., 2018).
Limitations
Research has discovered that the global, fashion remanufacturing market has a relatively low demand in comparison to other sustainable business models. This is because of the current technological inability to carry out this process with low costs. Therefore, it is forcing retail prices to be relatively high compared to original clothing, and therefore not receiving the demand to justify an increase in remanufacturing processes (Dissanayake and Sinha, 2015).
The DIY repair market may face a barrier related to encouraging a high level of demand. This is due to many consumers not wishing to use the remanufacturing platforms themselves due to believing they do not have the creativity or skillset to restyle or fix clothing (Mukendi et al., 2020). 
The remanufacturing model also relies on a take-back scheme, where consumers are encouraged to deliver their second hand clothes to businesses that will aim to remanufacture and repair these pieces of material in order to then resell. Issues have been found relating to the difficulty in effectively communicating the initiative to customer. This is in terms of being able to sufficiently motivate and encourage consumers to partake in this scheme, instead of throwing their materials away for them to eventually end up in landfill (Hvass and Pedersen, 2019).
Recommerce/ peer to peer/ Second hand
Benefits
A primary benefit that has been discovered through the systematic literature review is the high demand that exists within the resale of second hand industries. Due to the exciting nature of being able to sell clothes, data found that companies who particularly focused on setting up physical clothes swaps (rather than online) found it very successful. A survey carried out in this supported this view with 40% of respondents conveying interest in attending a clothes swap (Cherry and Pidgeon, 2018).
Furthermore, companies providing customers with the platform to sell or rent their clothes out is a great incentive to deter consumers from throwing their potentially valuable garments away. Once again, this model is particularly effective for customers who have the opportunity to repair and remanufacture their own clothes, demonstrating the reliability that different circular economy models have on the successfulness of one another (Cherry and Pidgeon, 2018).
Research on vintage second hand stores discovered that the companies analysed had received their investment back in an average of 2 and a half years. With demand only growing for second-hand garments, this proposes a very financially viable model for entrepreneurs looking to penetrate the sustainable fashion industry (Buttle et al., 2013).
[bookmark: bb0095]Furthermore, research discovered that individuals who were not concerned about the environment also wanted to join the sharing economy via recommerce and peer-to-peer platforms, due to the enjoyment and profitable prospects that were available (Hamari et al., 2015). In addition to this, research suggests that the number of second hand retail establishments has grown by about ten times more than the rate of other stores, highlighting the growing demand that is emerging for sustainable, second hand goods. (Beard, 2008). This is supported by data implying that second hand stores used to mainly be encompassed with customers who had financial constraints, but are now appealing to a wide range of consumers who are attracted by the clothes and not necessarily the price (Gopalakrishnan and Matthews, 2018; Williams and Paddock, 2003)
Limitations
An analysis of second hand charity shops must be taken into account as although are non-profit, contribute to environmental and social sustainability. Research suggests that charity shops are increasingly finding it difficult to maximise sales, potentially due to the emergence of peer-to-peer sites where consumers are able to sell on their clothes at ease and for good prices. This is therefore leading to charity shops being less involved with selling garments, and instead will focus on other items such as antiques and ornaments. (Han, 2017)
Similar to the rental service and subscription model, consumers may be deterred from using recommerce platforms because of the lack of knowledge about the quality and cleanliness of the products, and thus reducing the demand for them. This can only be overcome by companies that create a business model implementing the careful consideration into the quality of the second hand clothes that they are selling, deeming as crucial to build up trust with their customers (Armstrong et al. 2015).
Transparency
Benefits
This business model is particularly attractive for new companies who can build their company around transparency of their supply chain. Incumbent firms may struggle to implement this, as it requires a whole change of business structure, which may take years to implement. Therefore, new companies can gain a competitive advantage over larger, existing firms and thus finding it easier to secure a profitable and sustainable position within the industry (Kirchherr et al., 2017).
Many fashion companies have limited information of their own supply chain and the associated costs at each stage of the manufacturing cycle etc. Transparency not only provides valuable information for the customers, but it also helps businesses understand their cost breakdown system and therefore implementation of this system can help them to better analyse the different stages of their company (Han, 2017).
The normality of producing supply chain information for consumers will crucially encourage the whole industry to become more sustainable. Large, non-transparent firms will be forced into adopting a more see-through model, which can only be positive for the industry in attempting to achieve a circular economy (Han, 2017).
Limitations
Implementing this model requires a lot of time and money, particularly if a firm wants to incorporate this model into its already existing business structure.
Discussion and contributions
Key Themes Identified
The review highlights three dominant themes in CE business models within fashion: recycling and material recovery, circular design and product life extension, and business model innovation through sharing and resale platforms. Studies consistently emphasise the ecological benefits of these practices, such as reductions in carbon emissions and textile waste. However, evidence on profitability and scalability is more fragmented, suggesting that while environmental outcomes are increasingly clear, the economic sustainability of CE models requires further investigation.
Leadership and Strategic Alignment
One of the recurring challenges in the reviewed literature is the leadership capacity required to drive CE adoption (Ngabo-Woods, 2023). Transitioning from linear to circular models necessitates leaders with competencies in systems thinking, stakeholder engagement, and long-term strategic vision (Evans et al., 2017). The findings suggest that organisational leadership plays a pivotal role in aligning sustainability initiatives with core business objectives, particularly in managing tensions between environmental goals and financial imperatives (Ofosu et al., 2025). This indicates a need for leadership development frameworks that explicitly integrate circular economy principles into strategic management.
Consumer Behaviour and Social Acceptance
Several studies underscore the role of consumer attitudes in determining the success of CE models in fashion. While recycling and resale initiatives are gaining traction, cultural preferences for newness and fast fashion consumption patterns often hinder widespread adoption. This highlights an area where strategic leadership can shape consumer behaviour through marketing, education, and value co-creation. The discussion suggests that CE adoption in fashion requires not only operational innovation but also a shift in societal norms regarding consumption and ownership.
Profitability and Long-Term Viability
Although CE models are frequently presented as environmentally advantageous, the literature reveals less consensus on their financial sustainability. For example, while upcycling and rental platforms generate new revenue streams, their cost structures, scalability, and logistical challenges remain underexplored. Only a handful of studies provide measurable evidence of profitability, signalling a research gap on the long-term business viability of CE adoption in fashion. This gap reflects the need for future research to integrate financial metrics and performance indicators into CE assessments.
Policy, Regulation, and Cross-Sectoral Collaboration
The review also highlights the importance of supportive regulatory frameworks and cross-sector partnerships in enabling CE transitions. European Union directives and extended producer responsibility (EPR) schemes, for example, are shaping industry incentives towards recycling and circular design (Wihler et al., 2024). However, the extent to which fashion companies strategically respond to these regulations remains under-researched (Dentoni et al., 2025). Effective leadership and governance are crucial in navigating these external pressures and in fostering collaboration across supply chains, NGOs, and government agencies to scale CE initiatives. 
Contribution to Knowledge
This study advances knowledge by synthesising fragmented literature into a coherent framework that situates CE models within the broader strategic and leadership discourse. It identifies that while environmental benefits of CE are well documented, less is known about measurable business outcomes, leadership competencies, and scalable strategies. Linking CE adoption with leadership and strategy management, the review contributes to both academic scholarship and managerial practice. It underscores the importance of strategic leadership in balancing environmental responsibility with profitability, positioning CE not merely as an operational choice but as a cornerstone of long-term business transformation.
Conclusion
This study makes a significant contribution to the literature by conducting a systematic literature review (SLR) that critically evaluates the role of circular economy (CE) business models within the fashion industry. While the CE concept has gained prominence in recent years, our review reveals that existing scholarship often focuses more on the theoretical promise of CE rather than its practical implementation. By systematically examining 23 selected articles from a broader pool of over 200 sources, this paper provides a more comprehensive understanding of the strengths, limitations, and contextual dynamics influencing the adoption of CE in fashion. This methodological rigor allows us to synthesise fragmented insights into a coherent framework, bridging theoretical discussions with industry realities.
A key gap identified is the limited exploration of measurable outcomes of CE adoption, particularly its long-term viability for businesses in balancing profitability with sustainability. Many existing studies highlight the environmental benefits of circular practices, yet relatively fewer examine the leadership competencies, governance mechanisms, or cross-sector collaborations necessary to operationalise these models. Our findings underscore the urgent need for more empirical research that connects CE strategies directly to financial performance, consumer trust, and organisational adaptability. Addressing this gap is critical to ensuring that circular models move beyond aspirational rhetoric to achieve tangible industry transformation.
The discussion of our findings highlights the importance of consumer trust as a decisive factor for successful CE adoption. For example, lingering concerns about second-hand clothing hygiene remain a barrier, reinforcing the need for companies to prioritise consistent service quality and transparent communication. Equally important is the recognition that CE business models cannot function in isolation. The review suggests that synergistic approaches such as integrating peer-to-peer resale platforms with repair and remanufacturing services hold greater potential for prolonging product life cycles and enhancing consumer engagement. These findings underscore that circular strategies thrive when positioned as interconnected, rather than standalone, initiatives.
Our analysis further reveals that transparency plays a particularly pivotal role, especially for emerging start-ups within the fashion industry. Beyond enhancing accountability, transparency fosters consumer trust, which in turn strengthens market competitiveness. This is consistent with broader discussions in sustainability leadership literature, where openness and responsible governance are identified as essential for building resilience and legitimacy. Importantly, transparency complements other CE strategies by bridging the trust gap between producers and consumers, thereby creating a foundation upon which other sustainable practices can be effectively implemented.
Based on these findings, we recommend that businesses adopt a holistic, consumer-centric approach to CE by combining multiple models tailored to their specific market contexts. Policymakers should also develop supportive regulatory frameworks and incentives to encourage businesses to integrate circular practices across their supply chains. Future research should examine the financial and operational outcomes of CE adoption, as well as the leadership competencies required to manage transitions towards circularity. By embedding transparency, fostering cross-sector collaborations, and adopting synergistic business models, the fashion industry can advance towards a more circular, sustainable, and economically viable future.
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