INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume X Issue VII July 2026

Circular Economy in Textiles- Assessing Economic Viability and Social
Impact for Policy Development

1Jepy Dewan, 2Dr Mazed Islam
1Senior Assistant Secretary, Ministry of Water Resources, Bangladesh
2L_ecturer (Assistant Professor), Department of Fashion and Textiles, University of Southampton, UK

DOI: https://doi.org/10.47772/1JRISS.2026.100700932

Received: 07 March 2026; Accepted: 12 March 2026; Published: 17 August 2026
ABSTRACT

The textile sector has adopted the circular economy approach that enables sustainable innovation through novel
processes of design production and materials recovery. The research examines textile production under the
circular economy framework to evaluate its blend of economic stability with social advantages through financial
management and resource utilization. This study evaluates the textile sector's social impact on employment
opportunities, workforce training, and enhancements to living conditions. The research approach relies on a
literature review to uncover policy deficiencies and mandatory steps toward circular economy practice
promotion from a developing country context. Circular models create financial sustainability combined with
social progress according to the research findings. The final part of the research presents recommendations for
policy updates that will enable the textile industry to become more sustainable and resilient.

Keywords- Circular economy, textile industry, sustainability, waste reduction, resource optimization, closed-
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INTRODUCTION

The circular economy has created a new path for the textile sector to foster innovation to boost a sustainable
business spectrum. A circular economy enables textile organizations to redefine their design, production,
distribution, and recycling processes in a green business pattern. The textile industry has been transforming from
conventional manufacturing processes to modernized mechanisms in which a circular economy secures desirable
attention (Furferi, 2021). At the same time, consumers can participate in the circular economy by donating and
recycling consumed reusable products. Textile organizations can encourage their consumers to recycle, reuse,
repair, and resell by promoting economic benefits and environmental concerns (Shamsuzzaman et al., 2023).
The textile industry can assist consumers in practicing a circular economy by providing convenient recycling
and disposal options (De Chiara et al., 2024).

Economy and social welfare are restricted due to the alarming prospects of global warming and climate change.
The circular economy can play as an effective tool in mitigating environmental disasters. The processes of the
circular economy start from product design. The design determines the possibility of recycling and reuse of
circular textile products. A second-hand fashion market where used products can be sold to incorporate a circular
economy (D’Adamo et al., 2022). Integrating mechanisms of circular economy reduces the consumption of
water, energy resources, and textile wastes. It benefits the economic factors and allows communities to enjoy a
higher standard of living (Carvalho et al., 2025; Shamsuzzaman et al., 2021). A smart product manufacturing
process and usage can drive the textile sector toward a circular economy. Innovation can enable textile
manufacturers to find more recyclable and reusable fabrics and other materials to extend the life cycle of final
products (Ramirez-Escamilla et al., 2024; Habib et al., 2021; Memon et al., 2019). The multidimensional benefits
of a circular economy in the textile industry need to be addressed and discussed comprehensively.
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This study is inspired to explore the benefits and aspects of a circular economy in the textile industry. The study
identifies the economic advantages of a circular economy in the manufacturing and commercialization of circular
textile products. At the same time, the social impacts of the circular economy are also investigated by discussing
and measuring social development. The study provides valuable insight into the textile sector to encourage
circular economy for the betterment of organizational, economic, and social progression.

RESEARCH OBJECTIVES

The main scope of the research is to investigate the economic feasibility of adopting the principles of the circular
economy in the textile industry in depth and also determine the wider applications of such practices on the social
welfare within the industry. This study attempts to find any gap present in the current policy and suggests
practical steps that can be taken to promote practices of the circular economy. Similarly, the paper aims at
discussing the major opportunities and challenges of the usage of a circular economy model with the final aim
at the more sustainable economic and social growth in the textile industry.

METHODOLOGY

The study follows a literate review-based research design to achieve its objectives to investigate the economic
viability and social impact of circular economy in the textile industry and find the policy gaps. Secondary data
is used to assess and analyze the prospects of circular economy in the textile sector through comprehensive
review of studies, reports, case studies, literature, and datasets.

DATA COLLECTION

Figure 01: Circular Economy Analysis Cycle
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The secondary data has been fetched from multiple sources, including academic literature, case studies, industry
reports, articles, news, interviews, and media publications. The contents are selected by considering two sections:
i) economic viability and ii) social impact to understand the aspects of circular economy. The economic viability
of a circular economy is identified by key points such as cost efficiency, resource optimization, and financial
advantage. Social impact is measured by key points such as employment creation, skill development, and a
higher standard of living in the textile sector. These factors are focused on finding secondary data from reliable
sources to examine the economic and social implications of a circular economy in the textile industry.

DATA SELECTION PROCESS

Data selection was conducted in a systematic and organized manner and entailed four major steps, which
included identification, screening, eligibility, and inclusion. At the identification stage, 303 research articles
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were firstly identified using various reliable sources of secondary data, such as academic databases, industry
reports, policy documents, and relevant case studies on the topic of circular economy practices applied to the
textile industry. During the screening phase, 39 articles were eliminated based on duplication and further
eliminated the rest articles after screening their titles, a total of 105 articles were eliminated and were not related
to the main areas of interest of economic viability and social impact. Afterwards, 159 articles were subjected to
the abstract review, and 79 articles have been discarded because of their irrelevance, methodological soundness,
and lack of direct connection to the use of circular economy in textile industries. During the eligibility phase, 80
full-text articles were evaluated on content quality, relevance to policy and depth of analysis and 43 of these
papers were dropped because they failed to adequately cover the objectives of the research. Lastly, the analysis
used 37 studies as the foundation of analysis; they make the empirical and conceptual basis of the research. The
chosen articles were powerful sources of information on economic viability, social impacts, and policy gaps
concerning the process of implementing the textile industry in the circular economy.

Figure 02: Research Article Selection Process
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A thematic analysis is conducted to identify, analyze, and interpret the economic viability and social impact of
circular economy in textiles. The analysis showcases the policy limitations and necessary actions to boost
circular economy practices.

Thematic Analysis

This study conducts the thematic analysis through secondary data sources of academic articles, journals, case
studies, interviews, news and media publications. A set of themes are formulated to identify patterns, and
concepts to understand the effectiveness of circular economy in the textile sector.

The study analyzes the prospects of a circular economy in the textile industry through two major themes: i)
economic viability and ii) social impact. The economic benefits of a circular economy are examined by cost
efficiency, resource optimization, and financial advantages. Similarly, social impact is investigated by
employment opportunities, skill development, and a higher living standard. The study concludes the proficiency
of circular economy in the textile sector through the assessment of these themes and their factors. Graphical
formats are used to visualize the outcomes of the analysis. A comprehensive understanding of the usage of
circular economy in the textile industry to achieve economic and social benefits is elaborated in the study.

Visualization

The results of the study are illustrated through charts, graphs, tables, and infographics. These visualizations help
to understand complex relationships between circular economy and economic and social benefits. At the same
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time, the visual representation identifies the policy gaps and appropriate approaches for a successful circular
economy model.

Scope of Polity Analysis

A detailed policy analysis is formulated to find existing gaps in policy development in the textile industry to
foster circular economy. Effective recommendations are given to mitigate the gaps and achieve proper circular
economy. The recommendations are suggested considering regulatory frameworks, encouragements for
sustainable practices, and barriers to adaption.

RESULTS AND DISCUSSION

The result and discussion are divided into three major issues related to circular practices in fashion and textile
industry including, (i) economic impact, and (ii) social impact.

Economic Viability
Cost Efficiency through Waste Reduction

The modern world textile industry is under pressure from several factors, including the increasing cost of raw
materials and the negative impact of linear production systems on the environment. Circular economy has been
identified as a feasible approach to these challenges with numerous advantages in costs and environmental
stewardship. In its simplest form, circular economy is an economic system that focuses on eliminating waste and
making the most use of resources through reuse (Islam et al., 2025). This change from the linear ‘take-make-
dispose’ model to a circular model provides the textile industry with a way to decrease costs, increase resource
productivity, and increase environmental performance (Din et al., 2025).

The shift towards a circular economy in the textile industry is likely to have a number of important outcomes,
including the potential to greatly decrease the reliance on new, virgin materials. Cotton, wool and synthetic fibers
used in production are obtained from natural resources and their production is a costly and energy consuming
process that has adverse effects on the environment (Das et al., 2025; Arrigo & Gnecchi, 2025). Through the
application of circular economy, firms are able to decrease their consumption of such materials through
incorporation of recycled or regenerated fibers in the manufacturing process. According to Furferi, the
application of regenerated wool in textile production has its economic and environmental advantages. This study
also revealed that regenerated wool not only has the potential to cut procurement costs but also guarantees high
quality of the final product, making it a very suitable substitute for virgin wool. This approach allows
organizations to reduce costs while meeting the needs of consumers who want environmentally friendly products
(Furferi, 2022).

The fast fashion industry has been under a lot of criticism due to the short time it takes to produce clothes and
the large amounts of waste it generates. Nevertheless, circular models in this industry have been shown to be
effective in practice. Waste reduction initiatives, such as the reuse and recycling of textile waste, offer dual
benefits: lower production costs and reduced environmental impact (Shamsuzzaman, 2023).
Shirvanimoghaddam found that companies that have adopted circular management have been able to cut their
waste management costs by as much as 30% (Shirvanimoghaddam et al., 2020). These savings are derived from
the reduction in the cost of waste disposal services and the cost of landfill disposal as well as the value obtained
from reusing waste materials. For instance, the waste fabrics may be transformed into yarns or insulation
materials that can be sold to generate more income and at the same time cut costs on production.

One of the key principles of the circular economy in the textile industry is the use of closed-loop recycling.
These systems guarantee that the materials that are no longer useful are collected, treated, and used to create new
products, which in turn means that the materials are not lost in the environment (Shamsuzzaman et al., 2025).
Closed-loop recycling does not require the production of new material which is often a costly and resource
consuming process stress that recycling fibers from post-consumer textile waste can be economically efficient
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(Huang et al., 2024). Their work shows that the use of recycled fibers in textile manufacturing results in
substantial savings in the cost of materials without a corresponding loss in effectiveness or quality.

The benefits of closed-loop recycling are also boosted even more when coupled with new technologies and
strategies. For example, innovations in the fiber sorting and chemical recycling have enabled the extraction of
good quality fibers from the mixed textile waste, which was earlier deemed as non-recyclable. These
technologies help firms to recover material from used garments and textiles and make waste a source of value.
Moreover, the utilization of technological tools like blockchain and RFID has improved the tracking of products
in the supply chain and thus improving the collection and sorting of textile waste for recycling (Sharma et al.,
2025).

One more factor that characterizes cost efficiency in a circular economy is the possibility of improving product
life and wear. By making products that are long lasting, easy to repair and recyclable, firms can reduce the rate
of product replacement and the costs that come with it. For instance, modular fashion products enable the
customer to change or modify individual parts of a product instead of buying an entirely new product. This
approach helps to minimize waste, but it also creates customer loyalty and brand identity in a very competitive
market (Jensen, 2025).

Besides the economic advantages of the circular model, it also has numerous environmental impacts that are
becoming more important to consumers and investors. Textile waste that is not sent to landfills and incinerators
means fewer greenhouse gas emissions which are beneficial to the climate change goals. In addition, recycling
of materials in the production process minimizes the need for raw materials and water, energy and other inputs.
These environmental gains improve a firm’s sustainability profile, thus improving its brand image and market
standing (Butturi et al., 2025; Hasan, 2025).

However, implementing circular economy in the textile industry is not without some challenges even though the
benefits are well understood. The foremost challenge is the capital investment costs that are needed to support
circularity and related technologies. It is therefore imperative for companies to spend their resources in
purchasing new equipment, facilities and training programs for recycling, reusing and waste disposal.
Furthermore, the global supply chain is fragmented and there is no uniform approach to recycling that can limit
the adoption of circular economy principles. For instance, the process of physically sorting and segregating
textile waste into its recyclable categories is still a time-consuming and expensive process especially for fabrics
made of a combination of materials. These challenges have to be tackled with the help of cooperation between
all the participants of the value chain, including manufacturers, retailers, government and consumers (Nath et
al., 2025; Moreira et al., 2025).

Policies and laws of the government are key drivers in the shift from a linear to a circular economy (Firdaus et
al., 2025). Several countries have adopted the Extended Producer Responsibility (EPR) policies under which
manufacturers are made to bear the responsibility for managing their products at the end of their life. These
schemes encourage firms to produce products that are easier to recycle and to collect and recycle products. Also,
the financial measures like tax exemptions and subsidies for circular economy opportunities may also contribute
to the reduction of the costs of circular initiatives. For instance, the European Union’s Circular Economy Action
Plan has strategies that aim at encouraging sustainable textile production and minimizing waste to encourage
circularity among companies (Sharma et al., 2025).

Another factor that determines the potential of the circular economy in the textile industry is consumer behavior.
Raising awareness of the advantages of sustainable fashion among consumers and promoting the use of circular
business models, including rental, resale, and recycling, can create demand for circular products and services.
Another way through which companies can involve consumers is through take back programs whereby
customers return used clothing to stores for recycling or for sale. Such programs do not only minimize wastage
but also offer valuable materials for circular production (Falcone & Fiorentino, 2025; Dziubaniuk & Aarikka-
Stenroos, 2025).
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In the future, the implementation of circular economy concepts into the textile industry can be seen as a major
potential for development. New technologies like Artificial Intelligence, Machine Learning, and Big Data
Analytics can enhance circularity by enhancing the identification of waste, recycling of materials and
management of resources. For instance, the sorting systems that incorporate Al can sort textiles according to the
fiber type, which will improve the efficiency of the recycling process. Also, the advancement in the new material
like bio-based fibers and biodegradable textiles can also help in minimizing the effects of the industry on the
environment (Karmali & Valilai, 2025).

The shift to circular economy in the textile sector offers the industry a clear opportunity to reduce costs by
minimizing waste. This paper argues that circular economy concepts like closed-loop recycling, product
longevity, and resource efficiency can help companies minimize their use of raw materials, decrease their
production costs, and increase their sustainability. Despite the current barriers, circular economy opportunities
can be enhanced by the cooperation of the industry players, policy makers, and consumers. Furferi,
Shirvanimoghaddam, and Huang show that circular practices not only lead to cost savings but also to the long-
term sustainability and sustainability of the textile industry (Furferi, 2022; Shirvanimoghaddam et al., 2020;
Huang et al., 2024).

Resource Optimization

The circular economy concerns the efficient utilization of resources at various stages of production,
consumption, and disposal. This principle is especially important in the textile industry, which is one of the most
water and energy consuming industries. From cultivating raw materials such as cotton to dyeing and finishing
of fabrics, the sector is known to utilize large amounts of natural resources, which are inimical to the
environment. With the circular economy principles, the textile industry can reduce the negative effects of the
industry while improving its performance (Din er al., 2025; Das et al., 2025; Nilmini Bhagya et al., 2025).

Another of the most important principles in circular economy is to use new design concepts for the efficient use
of resources. Sustainable design is the development of products that are long lasting, can be easily repaired and
recycled and thus remain in use for as long as possible. Huang also points out that sustainable design helps to
increase the product life cycle, meaning that production cycles occur less often (Huang et al., 2024). Through
producing long-lasting textiles that can endure use and abuse, corporations reduce the demand for new material
production, which in turn reduces energy use during the entire life of the product. For example, modular clothing
designs and repairable garments not only increase product life but also meet the consumers’ demand for
sustainable and affordable solutions (Khan & Islam, 2015).

Besides, the sustainable design strategies also promote the use of materials that are easier to disassemble for
recycling or biodegrade. This approach will help to ensure that products that are no longer useful can be recycled
and fed back into the production process or dismantled in a way that has a low environmental impact. For
instance, the use of single material textiles rather than those that are blends makes it easier to recycle them and
obtain high quality fibers. In addition, there are biodegradable textiles made from natural fibers like hemp or
organic cotton that help minimize the industry’s impact on the environment. These principles show that resource
optimization starts right from the time of production process conception (Abdul Awal et al., 2021; Saha et al.,
2022).

Another effective approach to the management of resources in the circular economy is the use of closed-loop
systems in textile manufacturing. Closed loop systems are those which try to get back the used resources like
water, chemicals and fibers to be used again thus not having to depend on new ones. Closed loop systems have
been reported to have done very well in textile dyeing and finishing, which are two of the most water and
chemical consuming processes. In their study, Samanta found that the companies that adopted these systems
have reduced water usage by as much as 50% and chemical utilization in dyeing by 40% (Samanta et al., 2021).

The water conservation realized through closed-loop systems is important because the textile industry is a major
consumer of freshwater resources. The conventional dyeing processes are known to use large volumes of water
and the effluent generated contains toxic chemicals. Closed-loop systems are efficient in that they collect, treat,
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and recycle water within the production process, thus greatly decreasing the firm’s intake of freshwater and its
output of wastewater. This also reduces the pressure on the local water sources and also reduces the cost of water
and its treatment (Rouf et al., 2015).

In the same way, the use of closed-loop systems that reduce the use of dyeing chemicals is beneficial to
sustainability and financial management. Textile dyeing process uses synthetic dyes and chemical auxiliaries
which are hazardous and persistently damaging to the environment. These chemicals are hazardous to water and
are also hazardous to the health of workers and the community. Closed-loop systems reclaim and reuse dyes and
auxiliaries that are not used, thus improving the efficiency of their utilization. This minimizes the use of
chemicals, increases production throughput, and decreases cost for manufacturers.

Closed-loop systems have advantages that are not only environmental, but also operational. Thus, minimizing
the amount of waste and improving the efficiency of material and energy flows, companies increase their
performance and profitability. For example, through the incorporation of water recovery systems, the firms are
able to produce at a steady pace even in water scarce areas. This resilience not only enhances the supply chain
robustness but also helps companies to stand out as sustainable manufacturers (Din et al., 2025).

In addition, the integration of digital technologies in the textile production closed-loop systems has been boosted.
loT sensors, machine learning algorithms, and data analytics help in tracking and managing resources in real-
time. For instance, 10T sensors in dyeing machines can measure the use of water and chemicals and suggest
improvements. Production data is used by the machine learning algorithms to determine the time that a machine
will require maintenance hence minimizing on the machine downtime and wastage of resources. These
technologies support circular economy principles because they help to get the most out of resources (Sahu &
Rath, 2025).

Therefore, the circular economy is a potential way of changing the current approach to resource management in
the textile industry. Sustainable design strategies, as discussed by Huang include design for extended use and
lower energy use, and closed loop systems for the recovery of water (Huang et al., 2024) and dyes as described
by Samanta (Samanta et al., 2021). Combined, these strategies do not only improve sustainability performance
but also increase operational performance of the textile industry in a way that will make the sector sustainable
and profitable in the future. This is due to the fact that as companies progress and seek to implement circular
economy models, they are helping to shape a better future for the industry in terms of resource use.

Financial Advantages of New Business Models

Circular business models are a complete revolution in the textile industry as they propose sustainability while
being economically feasible. These models also address consumer trends of repair, resale, and rental through the
use of innovative strategies that include the three models. These practices not only help in minimizing the
negative effects on the environment, but also open new sources of income, proving that sustainability and
profitability are not mutually exclusive.

A good example of the financial benefits of circular business models is the fast development of second-hand
clothing applications. These platforms have benefited from the growing consumer interest in second-hand and
vintage goods that stem from the need to save the environment and get quality products at a cheaper price.
According to Van Loon, organizations that have ventured into the resale business have had higher profit margins
as opposed to normal production since such ventures require low costs of production (Van Loon et al., 2018).
Therefore, used clothes can be sold by businesses to prolong the life of garments, minimize wastage and at the
same earn from a profitable market. Some of the most famous cases are ThredUp and Poshmark, as well as
brand-driven campaigns like Patagonia’s “Worn Wear” which sells used products to the end consumer. These
ventures also offer financial returns while enhancing brand equity by associating with the values of the green
consumers.

Besides resale, repair services have become one of the critical components of circular business models. It is
through repair and maintenance services that companies ensure that the customers do not dispose of their
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garments as quickly as possible. This weakens the need for new products and enhances customer loyalty since
the consumer believes the brand is dedicated to sustainable value. For instance, brands such as Levi’s and Nudie
Jeans have come up with in-store services where customers can repair their torn clothing at a fee or for free.
These programs create good will, increase traffic and provide opportunities for cross-selling thus improving the
bottom line.

Another type of circular business models is rental services that have been popularised especially in the fashion
industry. Rental platforms give consumers a chance to wear high quality, designer clothing at a relatively low
cost, which will attract price sensitive and socially responsible consumers. This model is particularly suitable
for special occasion garments, which are worn only occasionally, and the items are often purchased for such
purposes. For instance, Rent the Runway has proved the concept by achieving consistent revenue increase and
a dedicated customer base. Through the use of garments in several rental cycles, the value that is obtained from
each piece of clothing is optimized both in terms of cost and conservation of resources (Shamsuzzaman et al.,
2025).

Besides these consumer-focused models, advances in fiber recycling technologies have given rise to new
possibilities for higher value recycled textile materials that are in growing demand in international markets.
Technological improvements in the recycling processes have enabled the extraction of fibers from both post-
consumer and industrial textile waste and manufacture high quality fabrics. According to Pandit, companies that
engage in the procurement of recycled materials not only help in preserving the environment but also give the
company a competitive advantage over its competitors (Pandit et al., 2020). Recycled textiles are priced at a
higher level based on the sustainability factor hence the manufacturers can focus on selling the products to the
green consumers willing to spend more on eco-friendly products.

In addition, the firms that use recycled textiles in their products gain more customer loyalty and market
competition advantage. The connection with the sustainable development concept and innovation helps to
enhance the brand image and make these companies more attractive for the target consumers who are concerned
with the post-moder and ethical consumption. For instance, Stella McCartney, a luxury fashion brand has
embraced the use of recycled materials in their collections and in the process has continued to cement their
position in the market.

This paper has identified that the environmental and economic advantages of circular business models are
appealing to textile manufacturers. Through waste minimization, efficient resource management and meeting
the consumer’s demand for environmentally friendly products, these models support both short term profitability
and future sustainability. Furthermore, circular practices are also associated with operational cost savings for
instance on raw materials and waste disposal costs.

Government policies and regulation also promote the circular business models. Some regions have developed
EPR schemes, which require firms to consider product design for disposal and to address the issue of waste
management. It is, therefore, important for business organizations to adopt circular business models that can
help them meet these requirements and avert legal consequences. Moreover, financial motivators in the form of
circular grants and subsidies for circular business practices also exist to help companies adopt circular models.

Therefore, circular business models present textile manufacturers with a viable route to profitability and the
increasing concerns of sustainability. The examples of second-hand clothing applications, repair services, rental
services, and recycled textiles show that these approaches are feasible and profitable. According to Van Loon,
and Pandit, those companies that have chosen to invest in circular innovations are able to minimize the negative
impacts they have on the environment as well as position themselves well in a market that is becoming more and
more focused on the principles of sustainability ((\Van Loon et al., 2018; Pandit et al., 2020). With the use of
these models, organizations can therefore balance economic development and environmental conservation and
therefore sustainability is not a cost but a benefit.
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Social Impact
Employment Creation

The concept of circular economy in the textile industry has lots of impacts on job creation (Moreira et al., 2025).
With the shift towards sustainable living, there are new jobs in recycling, repairing, and the development of new
materials. This change is most apparent in emerging markets as the need for localized recycling and repair
services has grown. Samanta shows that there is a possibility of job creation in South Asian textile manufacturing
centers where circular economy has enhanced employment opportunities in small scale recycling plants
(Samanta et al., 2021).

Figure 03: Social Impacts on Textile Industry
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Circular Economy

In addition, the emergence of second-hand markets and rent services has created new economic opportunities
that have benefited small business people. These markets not only avail affordable clothing to the consumers but
also foster local business through new ventures (Shirvanimoghaddam et al., 2020).

Skill Development and Training

To this end, the circular economy needs workers with knowledge and experience in recycling and design, among
other things. In order to address this challenge, many governments and NGOs have developed training programs
that would help workers acquire the right skills for a circular textile economy. Samanta has pointed out that such
training can be best designed by involving all the key players from the industry and academic institutions
(Samanta et al., 2021).

These programs have been effective in promoting the development of a workforce that is competent enough to
manage advanced recycling systems and sustainable manufacturing systems. Also, they guarantee that workers
are up to par with the current changes in the industry thus increasing the chances of being employed and
promoted in the future.

Improved Community Living Standards

The positive externalities of circular economy are lower pollution and waste disposal, which have a direct impact
on the health of the community. Through reducing the wastage of textiles and preventing the emission of
dangerous substances, circular methods help to reduce negative impacts on the environment and people’s health.
According to Pandit, the residents of the surrounding areas of textile recycling facilities have expressed enhanced
environmental conditions, hence enhanced health status (Pandit et al., 2020).
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Furthermore, the economic benefits of circular economy are usually reflected in increased wages and better
standards of living for workers and their families. This upliftment not only improves the quality of an individual’s
life, but the life of the entire society.

POLICY IMPLICATIONS
Identified Policy Gaps

As much as the circular economy has the potential to bring environmental and economic change in the textile
industry, there are several policy barriers that prevent its implementation. These include lack of regulatory
frameworks, lack of financial support, and low public awareness of circular approaches, which are major
challenges to circular economy in the sector. These challenges are crucial in order to facilitate the transition to
sustainability (Firdaus et al., 2025).

The main problem is that there are no clear guidelines on how textile recycling and sustainable production should
be done. Lack of clear and widely-accepted principles makes it challenging for firms to design and maintain
efficient and coherent circular systems. Farrukh and Sajjad explain that due to the absence of harmonization of
regulation across jurisdictions, companies, especially those that are involved in supply chains, face risks (Farrukh
& Sajjad, 2024). For instance, differences in the classification of waste and recycling of textiles are problematic
for companies that deal with post-consumer textile waste. This lack of clear regulation hampers the development
of recycling technologies and thus the implementation of circular economy principles. Defining common policies
for example, the definition of what is recyclable or how the products should be designed could help companies
to adapt their business strategies according to circular economy model.

Another key challenge is that there are few and weak financial incentives that can help companies adopt circular
business models. Sustainability measures usually involve capital intensive investments in technology,
infrastructure and employee training which are beyond the reach of many small firms. According to Samanta,
there is no tax exemption, subsidy, or grant for circular economy activities, which hinders companies from
focusing on circular economy (Samanta et al., 2021). For instance, SMEs, which form the majority of the textile
industry, may not have the capital to invest in closed-loop recycling systems or to design environmentally
friendly products. To this end, policymakers should consider offering specific funding opportunities and tax
incentives to help all types of businesses implement circular strategies.

Table 1: Major Implications on economic, environmental, and social impacts.

Major Areas Sub Sections Implications
Economic Cost  Efficiency through | Reduces dependance on virgin materials like cotton and
Impact Waste wool, cutting procurement costs and improving

sustainability.

Resource Optimization Sustainable designs and long-lasting products decrease
production cycles, energy, and material consumption.

New Business Models Models like resale, repair, and rental produce new income
streams while addressing consumer demand for
sustainability.

Environmental Waste Reduction Decreased waste generation and landfill usage by
Impact recycling and using regenerated fibers.
Energy and Water | Reduced consumption of energy and water through
Conservation sustainable production and material reuse.
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Lower Pollution Minimizes environmental degradation from chemical
dyes and synthetic waste.

Social Impact Employment Creation Jobs in recycling, repairing, resale, and rental services,
particularly in emerging economies.

Skill  Development and | Training programs for circular skills like eco-design,
Training textile sorting, and repair foster workforce adaptability.

Improved Community Living | Cleaner environments and reduced health hazards from
Standards textile waste and pollution enhance local quality of life.

Public enlightenment and consumer involvement are other important factors that determine the effectiveness of
circular systems, but these factors are poorly developed in many areas. Few public awareness campaigns have
been carried out thus leading to low consumer participation in recycling and reusing products. According to
Samanta, consumers are not well informed on the consequences of textile waste and the advantages of circular
systems, which results in low engagement with take-back programs and second-hand products (Samanta et al.,
2021). Also, there are no convenient and easily understandable recycling facilities available to the consumers
which also deters them from participating in circular economies. For example, most take-back programs are
either not well marketed or are situated in hard to access places. To this end, there is a need for extensive social
marketing campaigns that promote sustainable fashion and explain to consumers how they can support circular
economies.

However, the textile industry has problems concerning the implementation of the current policies and the absence
of measures that ensure responsibility. However, the problem remains that even where regulations that support
circularity are in place, they are often not well enforced or monitored. For instance, the extended producer
responsibility (EPR) systems that require producers to take responsibility for the disposal of their products at the
end of their useful life are not always properly managed. Some firms are not in a position to fulfil their
responsibilities under EPR frameworks due to absence of consequences or rewards. The following
recommendations can be made to tackle this problem; enhancing the enforcement measures and enhancing the
supply chain accountability can assist in achieving this goal by promoting circular economy.

Trade policies also hinder the integration of circular economy in the textile industry as international trade
policies. Most countries have put tariffs and restrictions on the import and export of recycled materials, meaning
that circular production requires high-quality input materials that are hard to come by. Such trade barriers hinder
the formation of international recycling networks and hamper the growth of circular economies. This problem
can be addressed by policymakers through the signing of trade agreements that foster the movement of recycled
materials and the collaboration on sustainable production.

Therefore, this paper identifies the following policy barriers to the implementation of circular practices in the
textile industry: absence of standardized regulation, inadequate financial incentives, low public awareness, weak
enforcement, and protectionist trade policies. These challenges call for the intervention of governments,
industries and other civil societies to foster the development of circular systems. Through strong policies,
financial aid, awareness campaigns, and global collaboration, policy makers can enhance the shift towards
sustainable and resilient textile industry.

Proposed Recommendations

Closing the policy gaps that prevent the application of circularity in the textile industry calls for policy changes,
financial incentives, and cooperation between industries, as well as consumer involvement. Circular economy
cannot be developed without the collective effort of the government, industries, and the public to form an
integrated system. Figure 3 identifying the factors for Closing Policy Gaps in Circular Textile Economy
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The governments must ensure that legal and binding frameworks are put in place to ensure that sustainability is
embraced at all stages of the textile value chain. The following frameworks should be put in place to support the
management of eco-design, waste management, and recycling in the industry: For instance, rules could compel
producers to use a specific level of recycled content in their products or to take on EPR schemes. This would
help in the development of products by companies with a view of their disposal hence encouraging waste
recovery rather than landfilling. Clear and consistent policies would also enable companies to gain the assurance
they need to invest in circular activities, encourage creativity, and sustainability.

Another important factor that has to be taken into consideration is the financial motivation that plays a significant
role in the promotion of circular practices. Grants for circular initiatives for instance funding for recycling
equipment or closed loop supply chain can alleviate the economic pressure that companies experience when
adopting circular economy models. Likewise, the lowering of tariffs on recycled materials could encourage the
uptake of green inputs thereby making sustainable production cheaper. Carvalho showcased a view that financial
assistance that is targeted can assist SMESs to overcome their resource limitations and engage in circular economy
(Carvalho et al., 2025). These incentives would therefore guarantee that sustainability is not only
environmentally sustainable but also economically feasible for all firms in the textile industry.

It is, therefore, crucial that all the relevant industry players work in tandem in order to develop a circular economy
system. Manufacturers, retailers, policy makers and non-governmental organizations need to harmonize their
goals and exchange experience. Cross-industry projects can lead to new approaches, for example, recycling
schemes or common facilities for textile waste disposal. They can also help in the establishment of supply chain
transparency mechanisms through which it is possible to trace the materials and guarantee compliance with
sustainable practices. This kind of cooperation helps to build the culture of responsibility and speeds up the
change of the industry towards the circular economy.

The same way that public awareness campaigns are helpful in encouraging consumers to engage in circular
practices, they are also helpful in encouraging consumers to participate in circular activities. Raising awareness
of the consumer on the positive impacts of recycling, repairing, and reusing textiles can lead to behavioral change
in the adoption of circular economy principles. For example, campaigns could focus on the environmental effects
of textile waste and give people advice on how to wear clothes longer. According to Samanta, that is, the demand-
side management is crucial to promote public awareness, and encourage the adoption of sustainable products, as
well as to encourage consumers to participate in take-back and resale programs (Samanta et al., 2021). Improved
and easily identifiable recycling facilities would also encourage consumers to participate in circular economies.

Thus, the problem of closing the gaps in policy and practice can be solved only through the complex approach
that implies changes in legislation and regulation, financial and human resources, partnership, and awareness
campaigns. It is therefore important for governments to lay down the right policies and incentives to kick start
the process while other players in the textile value chain and consumers have to ensure that the right thing is
done to develop a sustainable and strong textile industry. By focusing on these challenges simultaneously, the
shift towards a circular economy can be made more concrete, which will be a positive for the environment as
well as the world economy.

Implication

The circular economy in the textile industry drives policymakers to consider economic functionality and social
aspects while developing major policies. The impacts of the circular economy on economic and social structure
shape the policy frameworks. The tools of the circular economy have enabled the textile sector to achieve cost
efficiency through waste reduction. Textile corporations can reuse textile products and wastes through the
prospects of the circular economy. As a result, organizations can cut production costs and reduce waste-related
costs. Again, a primary goal of an organizational process to maximize the use of materials and resources through
efficient usage can be obtained through a circular economy. Resources like water and energy are highly used in
the textile sector. A circular economy enables textile organizations to make use of water and energy resources
in their production processes. It creates a pathway for organizations to follow sustainable business goals to
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protect environmental concerns. A circular economy opens multidimensional opportunities for the textile sector
while using resources.

Innovation is a new chapter of the circular economy. Reusing products and materials leads to developing new
business models. Organizations can benefit from a competitive advantage in the market by offering innovative
products through a circular economy. Repair, resale, and rental of resources and products can boost the
sustainable development of the textile sector. The circular economy has the capability of constructing the
optimum use of materials, resources, capital, and strategies to acquire the utmost efficiency, aligning sustainable
business models. These benefits influence the policy developers to emphasize the circular economy in the textile
sector worldwide.

Table 2: Aspects of the Circular Economy in the Textile Industry

Aspects Description

Impact on Policy Policymakers focus on economic functionality and social aspects.

Policy frameworks are shaped by the effects of circular economy on
economic and social structures.

Economic Benefits Reduces costs through waste minimization.
Promotes reuse of textile products and materials.

Lowers production and waste-related expenses.

Resource Utilization Ensures efficient use of water and energy.

Reduces resource wastage in production processes.

Sustainability Goals Supports sustainable business practices.
Enhances environmental protection efforts.

Maximizes material and resource efficiency.

Market Expansion Expands market reach through recycling and rebranding.

Increases production opportunities.

Employment Generation Creates new jobs in recycling, repairing, and product development.

Increases workforce demand.

Skill Development Encourages training programs for workers.

Enhances workforce capabilities in recycling and rebranding.

Social Impact Improves living standards by creating job opportunities.

Strengthens economic growth in communities.

From a societal point of view, a circular economy has a constructive and efficacious effect on people.
Organizations following strategies of circular economy create more employment through recycling, repair and
the development of new products. A circular economy extends the area of the market and production, needing
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more workforce. Consequently, textile corporations provide more training by arranging skill development
facilities for the workforce while recycling, repairing, and rebranding new and innovative products. As a whole,
a circular economy enhances the standard of living of a community through its benefits. Policy development
should have integrated its conventional guidelines with contemporary policies to promote a circular economy in
the business models of the textile sector. The current policy barriers must be mitigated to accomplish the
economic and social benefits of a circular economy to achieve the goals of sustainability.

CONCLUSION

The circular economy is evaluated as a functional model for the textile sector to obtain economic and social
advantages. Textile organizations have encountered favorable outcomes due to the sustainable usage of resources
and business operations through recycling and reusing mechanisms. A circular economy allows organizations to
have financial benefits through waste reduction, innovation, competitive advantage, resource optimization, and
market expansion. At the same time, textile organizations can encourage social benefits by increasing
employment and enhancing the skills of the workforce. Through these benefits, the living conditions of societies
worldwide can be upgraded and uplifted through models of circular economy in the textile sector. However,
policy must align with circular economy to implement the methods of circular economy in the textile industry.
There are massive policy gaps in the textile sector to enable the textile industry to integrate a circular economy
into its business structures. Legal frameworks, financial incentives, and collaboration among organizations,
policymakers, and consumers must be supportive of the circular economy while developing policies.
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