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Abstract

The waste increase and the environmental damage risk are important causes
for the emergence of a new economic model that replaces the linear economy.
The aim of the research is to point out the importance of the circular economy in
a globalized society in which the sustainable development is a highly positioned
goal. The importance of the issue stems from the fact that social welfare, apart
from the development of production, must also be based on the preservation of
health and living environment. The paper demonstrates many economic and social
benefits from the implementation of the circular economy principles, as well as,
the basic elements of this concept. The main objective is to reduce waste from the
existing production cycle through the recycling process.
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INUPKYJIAPHA EKOHOMMJA U OJAPKUBU PA3BOJ
Ancrpakr

Toseharve omnada u pusuxa 00 HaPYUA8arsd HcUBOMHe cpeoute jecy Oumuu y3-
POUHUYU HACMAHKA HO802 eKOHOMCKO2 MOOeNd KOju 3ameryyje TUHeapHy eKOHOMUJY.
Luw ucmpascusarea jecme ykasusaroe Ha 3Ha4aj YupKynaphe ekonomuje y 21ooanu-
306aHOM OPYUIMEBY Y KOMeE 00PIACUBU PA3BO] NPEOCmas/ba GUCOKONOUYUOHUPAH Yl/b.
Baosicnocm meme npousunasu uz uurbenuye 0a ce OpyumeeHo 61a2ocmarbe, OCUM
Paszeoja npou3soorse, MOpa 3ACHUBAMU U HA OYY8ARY 30PAB/bA U HCUBONHE OKOMU-
He. Pao noxazyje mnozce ekoHomcKe u opywimeene Kopucmu 0o cnpogohersa Havena
YUPKYIapHe eKoHOMUje, Kao U OCHO8He enemenne 0602 konyenma. OcHoeHU Yusb je
cmareumu omnao u3 nocmojehez Yukyca npousgoorbe Kpo3 npoyec peyurkiuparsa.
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Introduction

The unsustainable use of natural resources, combined with the continuous waste
increase, has risen concerns about the survival of the humanity, and the appropriateness
of the existing model of linear economy (Stipi¢, 2017). Industrial development (with
growing waste, especially in big cities) and climate change are the key factors that have
led to the expansion of a sustainable development paradigm, and the concept of a circular
economy within it. Especially, environmental factors (such as, agriculture and transport
(Sagi¢, 2016)) support the sustainable implementation of a circular economy (Busu &
Trica, 2019).

Sustainable development paradigm involves incorporation of the three dimensions:
economic, environmental and social, in all community domains (Radenovi¢ & Krstic,
2020). Namely, it involves the commitment of an enterprise to perform its operations
and activities in a way to be accountable to all its stakeholders. Consequently, the
concept of circular economy emerged as a combined effort of different school of thought
(Hernandez, 2019). “The notion of circular economy means a model that changes the
paradigm so far and enables resource management in an efficient way, based on eco-
innovation, eco-design and the use of renewable energy” (Stipi¢, 2017, p. 723). That is
why this concept enables the planned and sustainable use of resources.

The circular economy paradigm is as an extension of the sustainable development
paradigm, and hence it entails many economic, social and environmental benefits
(Proki¢, 2019). Namely, it is based on the principles of sustainable development, and it is
created to replace an unsustainable linear economy model in all prospects. The circular
economy is present in all segments of economic activity, but it is especially worth noting
its application in the field of agriculture and industry. The need to increase agricultural
production is being highlighted by ensuring the food security for the growing population,
so the concept of a circular economy must ensure that the stated objective is achieved,
without disrupting the environmental objective. That is why a sustainable agricultural
production strategy is essential, and will allow better resources utilization and waste
reduction (Zecevic et al., 2019).

Bearing all this in mind, the aim of this paper is to stress the importance of circular
economy in the globalized environment, and emphasize its benefits for the society.
Hence, besides the introduction, the paper is divided into 3 segments. The first section
discusses the link between circular economy and sustainable development and highlights
the basic similarities and differences between these concepts. The second part deals with
the theoretical consideration of the evolution of the circular economy concept, as well
as, the importance of innovation given the subject of the study. Finally, the concluding
considerations and recommendations are given based on the theoretical research.

1. The relationship between circular economy
and sustainable development

The key elements of the strategic commitment of almost all modern countries are
building the innovative potential of the economy and implementing the principles of
sustainable development. With the process of globalization and integration of the world
economy, the need for sustainable development has been increasingly emphasized, so
this goal is high on the agenda of many governments. Especially, the environmental
sustainability has gained the attention. “Environmental sustainability typically refers
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to issues associated with challenges ranging from climate change to biodiversity loss
to pollution” (Kopnina, 2017, p. 28). In this regard, various documents are being
created with the aim to put into practice some of the environmental solutions. Thus,
there are many documents in the EU that enable the implementation of the “Sustainable
Development Strategy” (Andrijasevi¢ et al., 2019):

Strategy for EU environmental policies integration (energy, sustainable agriculture,
internal market, fisheries policy, economic policy, transport, foreign policy, coastal
zone development and management, urban environment, etc.) (https://ec.europa.eu/
environment/integration/integration.htm),

“Strategy on the sustainable use of natural resources” (https://ec.curopa.eu/
environment/archives/natres/index.htm),

Strategy for waste prevention and recycling.

Sustainable development has emerged as a need to align the goals of technological
progress and economic growth and development, with the goal of preserving the quality
of the living environment. It recognizes that economic growth must not be viewed
in isolation in the realization of overall socioeconomic development. Namely, the
uncontrolled production can lead to the enormous environmental degradation, such as
to question the future development and survival of life on the planet. The goal of the
sustainable development concept is to preserve and maintain the current well-being.
Accordingly, sustainable development is based on the principles of maintaining the
living capacity of at least the same quality for generations to come.

Unlike sustainable development, the circular economy is a relatively new concept.
Although theoretical considerations were present in the last century, the practical
application of concrete solutions has been increasingly discussed nowadays. Hence,
the circular economy is becoming the subject matter of many experts and scholars
in the fields of economics, environmental protection and biotechnology. The circular
economy paradigm is based on a production model which supports the sustainable
economic development without damaging the environment (Krysovatyy et al., 2018a).
This is the reason for underlining its greatest connection with the concept of sustainable
development, since it promotes the responsible use of material and other resources.

Although the concept of sustainable development is considerably wider than the
concept of circular economy, it is necessary to point out the key similarities between
them (Geissdoerfer et al., 2017, p. 772):

* Intra and intergenerational commitments,

» More agency for the multiple and coexisting pathways of development,

* Global models,

* Integrating non-economic aspects into development,

» System change/design and innovation at the core,

* Multi-/interdisciplinary research field,

» Potential cost, risk, diversification, value co-creation opportunities,

» Cooperation of different stakeholders necessary,

* Regulation and incentives as core implementation tools,

* Vital role of private business in the sense of resources and capabilities,

¢ Innovation business model,

» Technological solutions often pose implementation problems.

Generally, theseare global development models whichencompass the non-economic
(environmental) goals in order to achieve the overall socioeconomic development.
Moreover, both models are based on innovation, and due to the multidisciplinary issues
they require the involvement of various stakeholders, including policy makers.
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Contrarily, the basic differences between sustainability and circular economy
given certain criteria (origins, goals, main occupation, system prioritisations, type
of institutionalization, beneficiaries, timeframe of changes, and perceptions of
responsibilities) are (Geissdoerfer et al., 2017):

*  Circular economy is a newer concept,

»  The concept of sustainable development has many more goals,

*  As the circular economy is a narrower concept, it is mainly motivated by

resource efficiency, waste reduction and harmful emissions,

e The primary objective of the circular economy is the realization of

environmental benefits, which does not directly imply social benefits,

»  Circulareconomy emphasizes economic and environmental benefits compared

to linear economy, while sustainability provides a broader framework,

*  Governments and companies are the dominant agents of the circular economy,

*  The time dimension of sustainability is open,

*  Responsibilities for the transition to a linear economy are shared between

businesses, regulatory agencies and policy makers, while sustainability does
not have clearly defined responsibilities of entities.

The basic principles of circular economy can be described by the abbreviation
“3R” (Reduction, Reuse and Recycling of materials and energy)(Figure 1), and these are
often cited as the three possible approaches in practice (Feng, 2004; Yuan et al, 2006).

These principles are based on the fact that waste is recycled and returned to the
production process. Recycling means the re-use of resources that result from a production
cycle, while reducing the use of new inputs in a re-production cycle within a circular
economy.

Figure 1: The principles of circular economy (CE)

Reduction

Recycling

Source: Authors’ presentation based on Feng (2004) and Yuan et al. (2006)

The key principles of circular economy are based on the elements presented in
Figure 2. The products based on these elements are intended to protect the ecosystem as
well as to ensure their sustainable use through the recycling process. An alternative to
waste reduction is to increase the possibility of reusing waste as input to new production,
while the element of rational and efficient use of resources is primarily related to non-
renewable resources.
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Figure 2: Circular economy concept elements

3 Waste reduction
5
QE) Rational use of
> resources
8 Environmental
protection

Source: Authors’ presentation.

In order to sustain the quality of living environment and prevent its further
damaging, it is necessary to achieve ecological optimization of existing production
processes, plants and waste streams, as well as, the future production development (Sagic,
2016). In addition, it is imperative that scientific, professional, R&D and innovation
organizations offer technological solutions that are consistent with environmental efforts.
Moreover, the goal is to achieve the economic growth without substantial increase of the
new resources needed.

Since, almost all production processes are coupled with waste generation (Sagié,
2016), recycling is the key element of the circular economy. Hence, it is necessary to
develop technological processes that will correspond to the goals of circular economy
and sustainable development. The ability to recycle materials is the key to sustainability,
while the other essential element is the use of cleaner technological solutions, which
is significantly linked to the so-called industrial ecology. The industrial ecology points
toward the beneficial effects of circular economy to the society and whole economy
(Anderson, 2007). Production processes should be based on biofuels (bio diesel and
bio gas) instead of oil. Additionally, the reuse of products generated in the previous
production processes would allow water savings and energy preservation from non-
renewable sources. Eventually, this significantly reduces the need for non-renewable and
exhaustible energy sources.

The narrower interpretation of the circular economy concept is primarily related
to the environmental effects. However, the recycling industry, for example, can create
jobs, a plethora of innovations and an entire industry that provides even higher economic
growth for the country, but also competition and profit for businesses. There are many
other economic effects as well, since the implementation of circular economy goals also
leads to efficient use or use of scarce resources and maximizing the value of the product/
service (Radivojevic, 2018, p. 35). Krysovatyy et al. (2018a) point out that the circular
economy must provide economic benefits in the form of jobs and increased incomes,
but also health, environmental quality and a secure future. Thus, the application of the
circular economy concept has many social benefits associated with the well-being and
the survival of humanity.
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2. Development of the circular economy concept

Linear economy, a dominant concept in the past, involves only economically
efficient (rational) use of resources and often leads to the accumulation of (as a rule non-
recyclable) waste. The basic principle of this concept of economics is based on a matrix:
take—use—throw, and production proceeds only in one direction. Such use of resources
and disposal of waste causes degradation of the environment, as well as an increased
needs for food, material and energy. This economic model is highly inefficient and
unsustainable in the long run, since consumables are limited and population is growing.

On the other hand, the basis of the circular economy concept is the most efficient
utilization (i.e. minimization) of waste, so that in addition to rational use of resources,
the focus is on saving input elements of production (raw materials, materials), as well
as the recycling process. Circular economy is, by definition, regenerative, based on the
production—consumption—reuse model (Busu, 2017). Basically, the circular economy
model is a completely different model which put emphasis on the resource efficiency,
implement new approaches to production and consumption, and highlight waste
conversion into resources (Avdiushchenko & Zajac, 2019).

Between linear and circular economy is a concept based on the economy of
resource reuse in the manufacturing process, without using these recycled products as
raw material, which results in less waste than linear, but more waste than the application
of the circular economy concept. On this basis, it is concluded that production within
the circular economy must be able to take over products (which are often thought to
have ended their useful lives) and put them into reuse, thereby obtaining a new purpose
(Turner et al., 2019).

“A circular economy describes an economic system that is based on business
models which replace the ‘end-of-life’ concept with reducing, alternatively reusing,
recycling and recovering materials in production/distribution and consumption processes,
thus operating at the micro level (products, companies, consumers), meso level (eco-
industrial parks) and macro level (city, region, nation and beyond), with the aim to
accomplish sustainable development, which implies creating environmental quality,
economic prosperity and social equity, to the benefit of current and future generations”
(Kirchherr et al., 2017).

At the micro level, circular economy is often viewed as part of the concept of
corporate social responsibility (Berber et al., 2019). The goals of this model can be
achieved “through long-lasting design, maintenance, repair, reuse, remanufacturing,
refurbishing, and recycling” (Geissdoerfer et al., 2017, p. 763). In addition to the reuse
of materials, the circular economy also involves the creation of added value through
services and intelligent solutions (Krysovatyy et al., 2018b).

Apart from the circular economy, innovations, closely linked to this concept, can
also contribute to sustainable development. Moreover, innovations of different types are
a key driving force behind the concept of circular economy. These are innovations of
products, processes, while the most striking innovations are in the field of information
and communication technologies. “Until decades ago, the concept of a circular economy
would not be applicable due to the fact that technology could not support its ideas”
(Radivojevié, 2018, p. 38). Therefore, the circular economy requires greater investment
in R&D.

Innovation must meet two basic socioeconomic goals:

* Improvement of the living standards of the population, and

* Addressing environmental pollution.
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Innovations that promote recycling, waste reduction and material use must be
the focus as part of safeguarding the principles of circular economy and sustainable
development (Cainelli et al., 2020). Some of the goals of innovation related to the circular
economy may be the introduction of regenerative circular systems, as well as, reducing
the dependence of economic growth on increased use of non-renewable materials and
environmental degradation (Brown et al., 2019).

Firms have a significant role in these processes. In order to meet the circular
economy goals, firms are adapting their processes and products, and these often require
new or significantly improved production methods or new or substantially redesigned
products (Horbach & Rammer, 2019). Such innovations can lead to the improved
competitiveness of the innovating firms. Additionally, the consumers may be willing to
pay extra money for the added ecological value of the products enhanced following the
circular economy principles.

Conclusion

Like the circular economy concept, the sustainable development concept is a widely
studied issue among theorists and practitioners. The danger of significant environmental
damage is the basic motive for the emergence of both concepts. The implementation
of the principles of circular economy and sustainable development should result in the
maintenance of environmental quality, as well as, in the stable economic growth, which
is based on preservation of non-renewable resources.

Circular economy is a new economic model that radically changes the current
paradigm of linear economy. It represents a narrower concept than the concept of
sustainable development. As there exists a growing interest of the academic community
and the scientific and professional public regarding this issue, the aim of the research
was to look at the theoretical aspects of the concept of circular economy and sustainable
development, their connection and basic determinants.

A narrower interpretation of the circular economy boils down to an increased
opportunity for resource reuse. In addition to recycling and energy efficiency, this concept
also enables the application of some advanced technologies and innovations. However,
the sustainable (economic) development is a much broader concept, because it also has
a positive impact on slowing down the negative effects of climate change. Nonetheless,
the circular economy is still in its early stages of development. It focuses mainly on the
recycling and not on reusing (Mas-Tur et al., 2019). For this reason, in the Sustainable
Development Strategy, this concept must take a special place, and the action plan should
be based on the reuse of raw materials in the next production cycles.

But then again, the prerequisite for the implementation of the circular economy
model is the change in the mentality of firms and consumers. As regards firms, they
need to adjust product and process design to take into account the circular economy
principles, by using waste as raw materials and reducing non-reusable products. The
circular economy model proposes the usage of environmentally friendly materials in the
production processes of products, which will reduce the environmental damage once
their useful lives are over.
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