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The article considers the theoretical and practical aspects of the introduction
of circular business models in the fashion industry. The essence of the circular
fashion industry is revealed on the example of the Swedish company Nudie Jeans.
As a result of the analysis of existing trends in the industry, the preconditions
for the emergence of the concept of the circular fashion industry are highlighted
and the essence of the problems the industry faced by nowadays is revealed. It
is determined that today the fashion industry is one of the most polluting sectors
of the global economy. Another important problem is the ambiguity of consumer
needs for industry products. As a result of the analysis of scientific literature
and practical experience the general view of circular business model in the
fashion industry is reflected and the main stages of the product life cycle in the
circular business model of the fashion industry are highlighted, their peculiarities
are revealed. The peculiarities of the process of transition of companies in the
industry to circular business models are analyzed. Thanks to this study, the
advantages of using circular business models in the fashion industry and the
main problems faced by entrepreneurs face while their implementation are
highlighted. The circular business model of the Swedish company Nudie Jeans is
analyzed, its features at each stage of the product life cycle are considered. The
main directions of assistance in realization of the concept of the circular fashion
industry are defined. Based on the analysis of the state of the fashion industry of
Ukraine, its potential is highlighted and the need to promote the development of
this industry in Ukraine, taking into account current trends in the introduction of
circular business models, is justified. The main directions of state assistance to
the development of the Ukrainian fashion industry on the basis of the concept of
circular economy are determined.
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VY crarti po3mISHYTO TEOPETUYHI Ta MPAKTUYHI acCleKTH BIPOBAIKEHHS
HUPKYJSIpHUX Oi3Hec-mozeneid B iHgycTpil moxu. Ha mnpukianl mBenchkoi
komranii Nudie Jeans po3kpuTo CyTHICTh IUPKYISIpHOT iHycTpii Mou. BHacimok
NPOBEACHHS aHai3y ICHYIOYMX B Taily3l TEHJCHLIH BHIUICHO IEpPEeayMOBH
BUHHMKHCHHSI KOHIICTIIT IMPKYJSIPHOT 1HIYCTpii MOAM Ta PO3KPUTO CYTHICTbH
npoOieM, 3 SIKHMU ChOTOJIHI CTHKA€ThCs raily3b. BuszHadeHo, 110 HUHI IHAYCTpIs
MOIU € OIHI€I0 3 HAMOLIBII 3a0pyNHIOIOYHX MOBKULTA 3-TIOMDK YCIX raiy3ei
EKOHOMIKH B CBITOBOMY MacmiTabi. SIk me omHy BaromMy mpoOieMy BHOIICHO
HEOJHO3HAYHICTh MOTped CHOKMBAdiB MO0 MPOAYKIii ramysi. B pesymerari
aHaJi3y HAyKOBO{ JITEpaTypH Ta MPAaKTUIHOTO JAOCBIAY BiZOOpa’keHO 3arajibHUN
BUTJIA HUPKYISPHOI Oi3HEC-MO/eNi B iIHAYCTPii MOIH Ta BUALICHO OCHOBHI eTanu
JKUTTEBOTO IMKIY TPOAYKIIT B LUPKYISpHIH Oi3Hec-mozeni iHaycTpii Mojw,
po3kpuTo ix ocobamBocTi. IIpoaHani3oBaHO OCOOJMBOCTI MPOLECY MEPEXOLy
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KOMITaHiH Tary3i 10 DUPKYIIPHUX Oi3Hec-Mozenei. 3aBasSKu NPOBEICHHIO TAHOTO
JOCTIDKSHHS BUAJICHO IMEPEeBaru 3aCTOCYBaHHS IUPKYIAPHUX Oi3HEC-Momemei
B IHAYCTpii MOIM Ta OCHOBHI MPOOIIEMH, 3 SKUMHU CTHKAIOTHCS IiIIPUEMII TIPU
ix BmpoBamkenHi. [IpoaHami3oBaHO HHPKYISpHY Oi3HEC-MOAETh IIBEACHKOL
komranii Nudie Jeans, po3misiHyTo 11 0COOMMBOCTI Ha KOXKHOMY 3 €TalliB
JKUTTEBOTO IIMKITY TPOAYKIiT. BuiseHO OCHOBHI HANPSIMKH CIIPUSTHHS peaizaril
KOHIIEMIIIT IIMPKYJISIpHOT iHxycTpii Moau. Ha 0CHOBI poBeieHOr0 aHami3y cTaHy
iHaycTpii Monu Ykpainu BuaijeHo ii moTeHmianx Ta o0IpyHTOBAaHO HEOOXiIHICTD
CIIPHSIHHS PO3BUTKY JaHOI Tany3i B YKpaiHi 3 ypaxyBaHHSIM Cy4acHUX TEHICHIIIH
JI0 BIIPOBDKEHHS IUPKYISIPHUX Oi3Hec-Moyierneil. Bu3HaueHo ronoBHi HapsIMKH
CIPHSIHHS JIepKaBU PO3BUTKY YKPATHCHKOI 1HTyCTpii MO/IM Ha 3acajax KOHIEMIii
UPKYJISIPHOT €KOHOMIKH.

Statement of the problem

At the present stage of human development, a single
and closely connected socio-ecological-economic system
of planetary scale is being formed. The whole world is
now facing a number of interrelated problems, the scale
of which is growing over the years. These include, first
and foremost, demographic, food, energy and material
problems, as well as environmental problems (climate
change and environmental degradation). The solution
of these issues, along with the need to support socio-
economic prosperity in the context of steady population
growth, requires changes in the existing economic model.
Today, the fashion industry also faces these challenges.
Thus, the industry faces the task of extending the life cycle
of products, saving natural resources, minimizing waste
and negative environmental impact.

The problem of transition from the linear to the
circular economy is especially relevant nowadays, in
conditions of low efficiency of resource use, depletion
of many natural resources and environmental pollution.
Modern globalization processes increase the pressure
on the environment, but also increase the possibilities
for the implementation of the concept of the circular
economy in life.

Analysis of recent studies and publications

In the economic literature, the problems of transition
from a linear model of management to a circular one in
the fashion industry were considered in the works of
Julian M. Allwood, Seren Ellebak Laursen, Cecilia
Malvido de Rodriguez, Nancy Boken [1], Esben Rahbek
Gjerdrum Pedersen, Kirsti Wright Andersen [2], Eva
Gouldman [3], Barbara Resta, Paolo Gayardelli, Roberto
Pinot, Stefano Dotti [4]. The authors paid special attention
to the problems facing the modern fashion industry in the
context of its transformation on the basis of the circular
economy concept. Prospects for the development of fashion
industry in Ukraine in the conditions of the instable external
environment were studied by Tetiana Havrylenko, Iryna
Brodiuk [5] and many other researchers. But the problem
of the transition of companies in the fashion industry to the
principles of the circular economy remains insufficiently
investigated, because as of today there is no company in
the world whose business model would be purely circular.
Currently, there is a gradual transition of companies in the
industry to the principles of a circular economy.

Objectives of the article

The purpose of the article is to study and analyze the
basic approach to the introduction of circular business
models in the fashion industry.

The main material of the research

The fashion industry is an industry that includes design,
production, distribution, marketing, trade, advertising and
promotion of all types of clothing [6].

Today, the fashion industry is one of the most polluting
industries in the world and, according to the current
trajectory of development, it is projected that by 2050 it
will use 25% of the world’s CO, emissions budget. The
spread of «fast fashion» has led to a sharp reduction in the
service life of clothing. Since 2002, the global production
of clothing has more than doubled, with the average
consumer buying 60 % more, and each piece of clothing is
kept half as long [7].

Nowadays the textile and clothing industries face the
problem of meeting the expectations of consumers, which
in some cases contradict each other. On the one hand,
researches have shown that there is an unhealthy culture
of «throwaway» consumption, which causes excessive
consumption and waste. Consumers are increasingly
getting used to the cheap, low-quality products of the
fashion industry, which they can throw away after a few
washings. On the other hand, other studies have shown
that consumers are increasingly interested in eco-friendly
products [3].

In general, the textile industry is characterized by
high consumption of fuel, water and chemicals. Extensive
energy consumption, for example, occurs in the production
of artificial fabrics, yarn and finishing, as well as in washing
and drying at the stage of usage and direct emissions during
transportation [4]. Regarding the use and release of toxic
chemicals in cotton and agriculture, and in most types of
textile production, they are used in pre-treatment, dyeing
and printing, which leads to soil and water pollution [1].

Thus, common modern linear industry business model
causes and faces many environmental, economic and social
problems. Therefore, the emergence of the concept of the
circular fashion industry was only a matter of time.

The circular fashion industry is a concept of an industry
that does not create waste, does not cause environmental
pollution, whose products and materials are used as long
as possible (including through reuse and recycling), and
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which contributes to the restoration of natural systems [8].
Thus, nowadays there is a tendency to introduce circular
business models in the fashion industry. The general view
of the business model of the circular fashion industry is
shown in Figure 1.

Circular business model of fashion industry involves
the use of materials that have been properly made and
designed with the principles of the circular economy in
mind. Such products pass special certification (for example,
Cradle2Cradle, which assesses whether the products have
been properly designed and manufactured in the five
most important performance categories: Material Health,
Material Reutilization, Renewable Energy and Carbon
Management, Water Stewardship and Social Fairness).

Clothing should also be designed with the principles
of circularity and sustainability in mind. While clothes
designing, it is necessary to take into account the
perspective of how the product will be made, used and
ultimately disposed of. Design issues to consider include
the usage of single fibers rather than blends, the ensuring
of easy removal of hardware and trims to facilitate their
recovery for reuse, the usage of safe dyes and finishes etc.

The industry’s products must be produced from high-
quality materials with maximum strength to ensure its
durability. It should also have a timeless style that would
maximize the duration of the consumer usage stage in
product life cycle.

At the stage of consumer usage, the following measures
are used to extend the life cycle of clothing: rent, reuse,
repair, redesign, resale. When the quality of clothing is
already insufficient for rent, reuse, repair or redesign, it
is sent for recycling for further reusage of the obtained
materials in the production of new clothing.

The circular business model of the fashion industry also
provides the end stage of the clothing’s life cycle. If the
product can no longer be used either entirely, in parts, or
recycled back into raw materials, it must be disposed of
without any harm to the environment by biodegradation
and composting [8].

As a practical example of the circular business model
of the fashion industry implementation, we can refer to the
Swedish company Nudie Jeans, which specializes in the
production, service and reuse of cotton clothing.

Design (redesign)
& Production

Recycle

Retailing

Consumer usage

Fig. 1 — General view of the business model
of the circular fashion industry

Source: formed by the authors on the basis of [8; 9]
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The company has established a product return system
in which customers receive a 20 % discount on a new pair
of jeans when they return the old ones to the store. The
returned jeans are washed, repaired and sold as used. If they
are worn out, they are sent for recycling. Then recycled
fabrics are used to make new jeans (in combination with
organic cotton) or to repair clothes. The company carries
out clothing repair for its customers free of charge in
selected stores. For those customers who cannot provide
their clothes to such store or want to repair it on their own,
the company provides free special repair kits.

In the production of denim clothing, Nudie Jeans uses
only organic and recycled cotton, which significantly
reduces the negative impact on the environment. Organic
cotton is grown without the use of artificial fertilizers,
pesticides or genetically modified seeds, which eliminates
the risks associated with their use for soils and people.
There are also more efficient irrigation methods used in the
production of organic cotton, which allows to save water
resources. The company also uses recycled polyester in
the manufacture of clothing (to increase the strength of
clothing, as well as for labels).

As for design, Nudie Jeans strives to create clothes that
customers would like to wear for as long as possible and
regardless of the season.

The company also cooperates with suppliers of fabrics
to research environmentally friendly fabrics and fibers,
adapt new developments and technologies for their further
implementation in its production [10].

Thus, Nudie Jeans’ circular business model helps to
lengthen the product life cycle, saves natural resources,
minimizes waste and the company’s negative impact on
the environment. But there are still a lot of problems on the
way to the circular fashion industry.

As for manufacturing companies of the industry, the
main problem is the lack of necessary technologies for the
production and/or use of materials developed taking into
account the principles of circular economy and sustainable
development.

Another barrier for companies to implement circular
business models in fashion industry is the need for constant
change in the industry, which promotes overproduction,
overconsumption and overwasting. Colors, shapes,
materials, etc. are constantly changing, which contradicts
the idea of clothing durability [2].

Possible solutions to these and some other problems
can be solved by the following steps:

1. Introducing rewards for goods returned to retail
stores to attract more consumers to facilitate the transition
to a circular fashion industry and responsible consumption
in general.

2. Designers should create a more classic clothing design
that will be valuable to users over a longer period of time.

3. Companies should completely revise their current
business models towards more circular ones, which
involves the introduction of practices such as recycling of
sold products, reuse of resources etc.

4. Creating trust among consumers regarding used
clothing by issuing certificates from the trusted bodies for
the goods [9].
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Meanwhile, the Ukrainian fashion industry is currently
going throw bad times. Over the years of independence,
the production of goods in the industry, due to the rupture
of economic ties and the structural component of the
economy, has decreased by at least 10 times. The number of
employees has decreased from 750 thousand people in 1990
to 88 thousand people at the beginning of 2019 [11; 12].

Nowadays Ukrainian companies in the industry
mainly use imported raw materials, which is caused by the
reduction of its cultivation and production in Ukraine. The
main activity of many Ukrainian companies are operations
with tolling raw materials, the customers of which are
mostly companies from the EU countries [5].

Fashion industry products are directly aimed at meeting
the needs of the local population. Ukraine’s fashion industry
has significant potential (including human resources), as
the industry was developed much better during the Soviet
era. In addition, Ukrainian fashion products are in demand,
primarily in developed European countries [12], which
indicates a fairly high level of their quality. Therefore, the
state should do everything possible to promote the further
development of this industry. However, this development
should be carried out taking into account current trends
towards the introduction of circular business models,
which will ensure the competitiveness of the industry’s
products in local and foreign markets in the long run.

So, for the development of the Ukrainian fashion
industry it is necessary to improve standardization,
promote the introduction of new technologies, the use of
materials of higher quality, the introduction of energy- and
resource-saving technologies at the industry’s companies,
monitor the financial condition of companies, contribute
to the improvement in the investment climate, the
diversification of production, the increasing of personnel
qualification, the increasing of the level of after-sales
service, eliminate barriers to business activity, reduce tax
pressure on industry, provide support to newly established
companies and exporting ones, contribute to the increasing
of the population solvency etc.
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Conclusions

Currently the fashion industry faces many environmental,
economic and social challenges. In order to solve these
problems, the concept of the circular fashion industry emer-
ged, so nowadays there is a trend towards the introduction of
circular business models by companies in the industry.

The circular business model of the fashion industry
involves the use of materials that have been properly
designed and produced taking into account the principles
of the circular economy and the concept of sustainable
development. Products must also be designed keeping these
principles in mind. When designing clothes, it is necessary
to take into account the perspective of how the product will
be produced, used and ultimately disposed of. The industry’s
products must be produced from high-quality materials with
maximum strength to ensure its durability. They should also
have a timeless style that would maximize the duration of
the stage of consumer usage in the product life cycle. At
this stage measures such as rent, reuse, repair, redesign,
resale are provided to extend the life cycle of a clothing.
When the quality of clothing is already insufficient for
such activities, it is sent for recycling for further use of
the obtained materials in the production of new clothing.
Also, the circular business model of the fashion industry
has a stage of the end of the life cycle of clothing, which
involves its disposal without harm to the environment by
biodegradation and composting, when the product can no
longer be used either in whole, in parts or recycled.

The fashion industry of Ukraine is currently in decline.
The industry has significant potential, as it was sufficiently
developed during the Soviet times. In addition, its products
have a fairly high level of quality and are in demand in the
EU countries. Therefore, the government should in every
possible way contribute to the further development of this
industry. However, this development should be carried
out taking into account current trends in the introduction
of circular business models, which will ensure the
competitiveness of the Ukrainian fashion industry in both
local and foreign markets in the long run.
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