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Abstract

The transition from the linear economy to the circular one is an epochal challenge
for firms. It requires rethinking of the ways to create value according to circular
business models. In this context, adoption of a stakeholder engagement strategy
based on principles such as involvement, dialogue, and effective fulfillment of
stakeholders’ expectations is becoming increasingly relevant. This study analyzes the
role of stakeholder engagement with respect to the success of circular business
models by identifying the main factors that deserve attention in order to ensure an
effective shift toward the circular economy.
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1. “Circular Business Models” and Strategic Implications

The need to reduce the environmental impact of companies’ activities and the
increasing attention being paid to sustainability issues underscores the importance of
the circular economy as well as a general rethinking of traditional linear economy-
based business models (Teece, 2010; Ma et al., 2014; Gregson et al., 2015; Haas et
al., 2015; Ghisellini et al., 2016; Stahel, 2016; Geissdoerfer et al., 2017; Kirchherr et
al., 2017).

The establishment of a competitive advantage has been increasingly linked to the
shift from behaviors based on the “take and discard” logic (Hopkinson et al., 2018),
typical in a linear economy, toward best practices characterized by the reuse of
limited resources according to principles such as efficiency, global responsibility
(Salvioni, 2013), sustainability, and ecosystem and health protection (Jackson, 2009;
Wells, 2013; Bocken et al., 2014; Kolk, 2016).

o The circular economy has been promoted and regulated by
international bodies, in particular the European Commission
(2012, 2014, 2015, 2020) and the Ellen MacArthur Foundation
(2013, 2014, 2015). These bodies identify the circular economy as
a virtuous model that complies with a set of key principles, including
the following: (a) reuse of resources according to a continuous
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circular process (involving design, production/remanufacturing,
distribution, use, reuse, repair, collection, and recycling) (Bonciu,
2014), (b) preservation of the value of products and the materials
they are made of, either by lengthening their life or by changing
the belief that obsolescence (in functional, economic, regulatory,
technological, and aesthetic terms) implies discarding the product
(Hollander et al., 2017), (c) elimination of waste by closing the
economic and ecological loops of resource flows, (d) promotion of
“low impact” growth 10 reduce greenhouse gas emissions, and (e)
uptake of sustainable and non-toxic materials.

Within the field of circular economy, it has been introduced the concept of circular
business model which involves creating value via efficient reuse and ecosystem
protection (Beattie et al., 2013; Linder et al., 2015). Adherence to the principles of
the circular economy involves reorganizing traditional business models, whose main
components consist of value proposition, creation, delivery, and capturing
(Chesbrough, 2010; Osterwalder et al., 2010; Akanbi et al., 2019). Herein, a new
perspective should be followed, which involves (a) promoting the use of renewable
energy sources and bio-based fuels (Geisendorf et al., 2017), (b) treating waste as a
relevant source of new resources that can be used profitably, rather than as material
to be discarded and implying additional costs for the company, (c) reducing
downtime by rearranging production processes and promoting the sharing of
materials among firms to reduce waste (i.e., industrial symbiosis) (Dentchev et al.,
2018), (d) lengthening the life cycles of products/services by strengthening their
maintenance, refurbishment, reuse, remanufacturing, and remarketing (Aboulamer,
2017; Geissdoerfer et al., 2017), and (e) ensuring the development of economic
processes based on the circular “cradle-to-cradle” logic rather than the traditional
“cradle-to-grave” approach (McDonough et al., 2002; Lambin, 2009, 2014).

With reference to the above-mentioned characteristics, scholars have identified
different circular business models; however, all of them consider the careful use of
resources and related waste reduction as important strategic conditions for firms to
gain a competitive advantage (Ranta, 2018). Thus, the circular economy leads
companies to rearrange their business models, while focusing on the environment
and community by ensuring the engagement of the most relevant stakeholders
(OECD, 2019). In this context, value creation requires going beyond the traditional
perspective of the “end consumer”, which is closely related to a “single stakeholder”
view, toward a wider approach including all relevant stakeholders (Tolkamp et al.,
2018). Indeed, the circular economy’s perspective promotes the evolution of business
models that are traditionally customer-centered toward systems that
comprehensively engage all stakeholders, such as employees, suppliers, citizens, and
the Government (Donaldson et al., 1995).

In fact, the establishment of long-term stakeholder relationships has become
increasingly important due to the circular economy, and thus, it is a necessary
condition for the effective formulation of a firm’s strategy. The implementation of
successful business models that can create value in the long term requires that firms
pay more attention to all of their stakeholders by ensuring their involvement,
maintaining a dialogue with them, and fulfilling their expectations.
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For a firm, the best strategy formulation increasingly depends on the ability of
governance bodies to translate stakeholders’ expectations into long-term objectives
(Almici, 2012). These goals must be achieved by implementing specific economic
activities, including the reduction of waste and pollution, recycling of materials, and
promotion of responsible consumption. The circular economy requires a general
rethinking of the strategic analysis perspective and related business models, implying
first and foremost the increased attention to be paid to relevant stakeholders, as well
as the greater emphasis that must be placed on the relationships that can be
established among them and the company.

2. Stakeholder Engagement and Circular Business Models

The establishment of circular business models underlines the importance of
relationships with stakeholders, whose expectations are highly relevant for the
formulation of a successful strategy (Hienerth et al., 2011; Horisch et al., 2014); in
fact, these conditions are essential for the company’s growth in the medium-to-long
term (Salvioni et al., 2019).

Thus, “stakeholder engagement” (Freeman, 1994; Mitchell et al., 1997;
Greenwood, 2007; Barone et al., 2013) can contribute to the implementation of
circular business models. Such engagement can help companies identify stakeholder
expectations and promote their fulfillment; in this regard, it is crucial to prevent
potential negative effects due to the lack of an effective dialogue (Cumming, 2001).
This approach requires the preliminary mapping and classification of stakeholders as
well as the consequent selection of the most convenient ways of interaction (Gable,
2005).

o The standard formulated by AccountAbility states that with
reference to the engagement level (low, medium, or high) and the
nature of the relationship (short, medium, or long term),
engagement should be ensured through various communication
approaches (enumerated below), which differ in terms of
effectiveness and pervasiveness.

— Remain passive: No active communication is required, and the
engagement is mainly based on letters, the media, and
websites.

— Monitor: One-way communication (from the stakeholder to
the organization) takes place through the media and internet
tracking, and secondhand reports from other stakeholders,
possibly via targeted interviews, are included in this category.

— Advocate: One-way communication (from the organization to
the stakeholder) occurs via pressure on regulatory bodies,
lobbying efforts, and other advocacy efforts through the social
media.

— Inform: One-way communication (from the organization to
the stakeholder) takes place through bulletins and letters,
brochures, reports and websites, speeches, conferences, and
public presentations.
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— Transact: Limited two-way engagement takes place through
public—private partnerships, private finance initiatives, grant
provisions, and cause-related marketing.

— Consult: Limited two-way engagement takes place, wherein
the organization asks questions and the stakeholders answer
them. This approach is based on surveys, focus groups,
meetings with selected stakeholders, public meetings, and
workshops.

— Negotiate: Limited two-way engagement occurs for
discussions on a specific issue or a range of issues, the goal
being to reach a consensus. This engagement mainly involves
collective bargaining with workers through their trade unions.

— Involve: Two-way or multi-way engagement occurs, involving
learning on all sides, but the stakeholders and organization
act independently through multi-stakeholder forums, advisory
panels, consensus-building processes, focus groups, and
online engagement tools.

— Collaborate: Two-way or multi-way engagement takes place
leading to joint learning and decision-making through joint
projects, joint ventures, partnerships, multi-stakeholder
initiatives, and online collaborative platforms; and

— Empower: Stakeholders play a relevant role in shaping
organizational agendas; thus, their engagement is a key
aspect in the firm’s governance, strategy, and operations
(AccountAbility, 2015).

The involvement of relevant stakeholders within circular models should be based
on an integrated strategic approach in order to engage different stakeholders in
achieving the company’s strategic objectives (in particular, those established at the
business level). In fact, “the organization shall integrate stakeholder engagement into
all relevant policies and/or processes for strategy development” (AccountAbility,
2015).

Hence, a high level of engagement is recommended as a strategic approach for the
effective establishment and implementation of circular business models. Indeed, the
appraisal and analysis of the key stakeholders’ expectations play a vital role in
successful strategy formulation and implementation aimed at creating value in the
medium-to-long term (Frooman, 1999; Hendry, 2005). In particular, the success of
the selected business model is closely linked to the company’s ability to establishing
a long-term relationship with its stakeholders and fulfilling their expectations
effectively in order to obtain their consent and trust (Svendsen, 1998; Post et al.,
2002; Yaziji, 2004; Barney et al, 2007; Salvioni, 2018).

Stakeholder engagement is also emphasized in some international frameworks
(Ellen McArthur Foundation, 2013; Accenture, 2014), clearly pointing to how
companies should rethink their business models when implementing the principles
of the circular economy. Such emphasis points to strategic resource usage and
safeguarding the environment, which is increasingly adversely affected by soil
degradation, water acidification, air pollution, waste generation, and carbon
emissions. In fact, three of the nine so-called “key planetary boundaries”, namely
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climate change, rate of biodiversity loss, and human interference with the nitrogen
cycle, are believed to be the most adversely affected (Steffen et al., 2015).

The ability to create value is primarily associated with the following aspects: (a)
reorientation of consumption to more responsible/environmentally aware behavior,
(b) preferential use of sustainable and renewable resources, (c) adoption of measures
lengthening product/service life cycles, (d) introduction of regulations (fiscal and
non-fiscal) encouraging the conservation of the natural environment, (e) formulation
of specific laws aimed at promoting the circularity of products/services (e.g., disposal
of batteries, packaging, and textiles), (f) promotion of eco-innovation processes, (Q)
development of specific technical capabilities (green skills) and specialized profiles
in the circular economy arena (e.g., circular economy manager) in order to adapt the
organizational structure to the new strategic needs, (h) waste reduction and
reconversion to secondary resources, (i) orientation of the firm toward corporate
social responsibility principles, sustainable development, and climate neutrality, and
(J) diffusion of an organizational culture based on ecosystem and biodiversity
protection.

Within circular business models, the optimization of the company’s performance
requires the contributions of different stakeholders according to their specific roles
and capabilities. Companies should ensure the engagement of relevant stakeholders
before selecting the strategic objectives and implementing strategies. Indeed, the
engagement of key stakeholders is a necessary condition for the implementation of
decisions related to the circular economy, whose principles are generally based on
stakeholders’ responsible and ethical behaviors.

Thus, the need for engaging stakeholders — both internal and external — increases
with time; in particular, attention must be focused on specific groups, as explained
below.

— Consumers: their engagement is essential, both for understanding their
expectations and for orientating them toward the virtuous practices of
responsible and informed consumption. Effective engagement practices should
ensure the diffusion and sharing of information required for identifying the
available opportunities for the long-term use of materials (maintenance, reuse,
refurbish, recycle, etc.) and sharing the use with other user groups. In particular,
the reuse of products implies changing the role of the consumer to that of a
potential supplier. Moreover, consumer engagement can serve as a source of
learning and innovation as long as they play the role of co-producer in line with
the proactive engagement approach (Kozlowski, 2018; Tolkamp et al., 2018).

— Suppliers: suppliers provide raw materials, which can be categorized as either
biological or technical nutrients in reference to the two main components of the
ecosystem (the biosphere and the technosphere, respectively). Supplier
engagement should promote the sharing and alignment of values between
suppliers and customers in order to ensure that procurement occurs according to
the principles of circularity and sustainability (i.e., preferring renewable and
socio-environmentally low-impact resources). Thus, the engagement of
suppliers should be based on sharing the company’s circular economy goals as
well as their orientation toward renewable material choices.

— Government: government should encourage engagement to facilitate the
understanding of the company’s needs and the difficulties in implementing the
transition toward the circular economy. In this context, Governments can

Edited by: Niccold Cusano University ISSN: 1593-0319

30


http://symphonya.unicusano.it/

© SYMPHONY A Emerging Issues in Management, 1, 2020
symphonya.unicusano.it

introduce specific measures (subsidies, incentives, tax breaks, and funding start-
up ideas) to support innovative solutions for environmental protection.

— Industry partners: the engagement of industry partners may produce specific
positive effects within the circular economy in terms of scale economies,
profitable cost and risk sharing, potential logistic advantages, and better
competitive positioning. The engagement and dialogue of these stakeholders
should be carried out by analyzing and sharing the company’s Strategic
objectives, involving industry representatives, and ensuring compliance with the
principles of fair competition and transparency.

— Universities and research centers: the academic world pursues research, which
is a potential innovation condition for firms that decide to renew their business
models. It is important to establish relationships via dialogue and long-term
interactions aimed at sharing know-how and selecting effective ways to
introduce innovative circular products/services.

— Employees: employees must be engaged to ensure the development of new skills
as well as reshape the values and ethical principles of the company’s cultural
system. Engagement of employees may promote the establishment of innovative
processes aimed at reducing negative impacts on the ecosystem. Moreover, such
engagement supports the organization’s implementation of the circular
economy’s objectives selected by the governance bodies to promote reuse and
recycling by consumers.

— Investors: investors’ financial support for a company’s strategic decisions is
based on the communication and sharing of its strategic objectives. In particular,
the engagement process involving investors is relevant for cases with highly
fragmented ownership (in terms of the relationship between shareholders and
the management).

Thus, the adoption of a stakeholder engagement strategy is essential for
undertaking circular practices. It requires the (a) active engagement of consumers in
specific production processes, as their role may contribute to innovation (co-
innovation) and improved environmental safeguarding, (b) formulation of strategies
implying the transformation of consumers into suppliers, (c) introduction of
measures encouraging product reuse at the end of the first consumption stage (cash
rebates, discounts for future purchases, pre-paid shipping for returned products, etc.),
(d) engagement of responsible suppliers while supporting the experiences and
capabilities they have developed in the circular economy field using specific
measures (joint research, economic incentives, cost sharing, etc.), () continuous
dialogue with the standard setters and Government in order to introduce measures
supporting investments in the circular economy, (f) establishment of industry
partnerships aiming to promote innovative processes to safeguard the ecosystem
(cross-fertilization and joint venture agreements), (g) communication with investors
regarding the actions taken to reduce environmental impacts, (h) establishment of
sharing, partnering, and networking relationships between stakeholders and
companies (Rossignoli, et al. 2018), (i) development of new professional profiles to
adapt current skills and capabilities in the circular economy process, and (j)
information sharing within the organization regarding the actions taken to limit
resource consumption.

Thus, stakeholder engagement strategies may differ depending on the key
stakeholders that can be engaged with respect to the selected business model.
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Generally, it is possible to distinguish between stakeholder engagement strategies
based on stakeholder types, namely internal (employees and shareholders) and
external (customers and suppliers). The former are relevant in all cases, as they relate
to acquisitions of specific skills and economic resources required by any business
model based on waste reduction. Conversely, the latter tend to refer mainly to
business models focused either on circular supply chains or on the lengthening of
product life cycle, with consequent emphasis on suppliers and customers.

It is evident that rethinking a business model according to stakeholder engagement
principles requires a shift from the traditional economic ‘“customer-oriented”
perspective toward a “multiple stakeholder” approach characterized by high
integration and circularity (Payne et al., 2002; Matos et al., 2013). In this regard,
increasing attention is being paid at the international level to the circular economy
together with a corresponding push toward the engagement and dialogue of relevant
stakeholders who play a growing strategic role. Indeed, evidence of this is available
from different industries, which share a common approach based on the
understanding that the engagement and dialogue of relevant stakeholders, as well as
the sharing of strategic objectives, is a necessary condition for a company’s long-
term success.

3. “Firm-Stakeholder” Engagement Relationships

The development of successful business models is supported by the establishment
of engagement relationships between the firm and its relevant stakeholders. Two-
way communication is essential for a proactive approach. In this regard, Andriof and
Waddock stated that, “[...] stakeholder engagement is premised on the belief that
progressive companies have moved from reactive compliance-oriented management
of social issues through proactive boundary spanning functions that cope more
effectively with external matters and into interactive management strategies with a
range of stakeholders important in a company’s network™ (Andriof et al., 2002, p.
42).

Many best practices can be identified within the circular economy field; they are
characterized by the effort in engaging stakeholders according to widely renewed
business models. In particular, the strategic use of both technical and biological
resources by reducing wastes and negative environmental impacts is crucial for all
industries, and even quite specific for those belonging to certain sectors (Lacy et al.,
2015; Mendoza et al., 2017).

For example, consider the one of the leaders of the energy industry, the Italian listed
company Eni, whose business model is based on a combination of different
approaches.

O «The mainstays of Eni’s circularity strategy are:

— sustainable raw material: than is processing increasingly less
virgin inputs and moving towards the use of materials of
biological origin or derived from production process waste;

— reuse, recycling, and recovery: by processes for raw material
recovery from waste products, reuse of water and land, as well
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as recovery of waste; and extension of useful life: giving new
life to assets with a view of sustainability [...].

A transformative attitude and the circularity platform are, for
Eni, the basis for reinforcing a change in our long-term
relationships with local stakeholders, on the attention to the
specificity of local communities and on listening to, and the
inclusion of stakeholders in advancing the new development
model». (Eni, 2019a)

« [...] The relationships with its stakeholders, listening and
sharing decisions with people in the Countries where it operates
are fundamental elements: knowledge of their point of view and
their expectations is the foundation of its commitment to building
transparent and lasting relationship based on mutual trust.» (Eni,
2019b)

With reference to the engagement of its employees, Eni states the following:

o «In 2019, Eni completed the fourth edition of the climate
analysis — Eni secondo te. This analysis represented a fully
inclusive project to allow the broadest possible participation, with
a survey in 11 languages. /.../] The engagement level rose from
81% to 84%. This result indicates how much the people feel
emotionally and rationally involved in the organization and
motivated to strive for this success. [...] » (Eni, 2019a).

«In 2019, engagement and training activities continued for Eni
employees on issues related to climate change and the environment
in order to increase internal awareness of the importance of these
issues. In addition to the technical training courses for the
functions directly involved, online training courses on climate
change and energy transition have been created and are available
to all employees. /... Additionally, the CEO constantly brings the
Company’s results in terms of reducing the carbon footprint of its
activities and the actions needed to implement its carbon neutrality
strategy to the attention of the employees.» (Eni, 2019b)

«Every person contributes to creating value in support of Eni’s
goals and major transformations: in order to increase the team
spirit and optimise the contribution of everyone it is essential to get
everyone to share and engage in the business model, results, goals
and strategies.» (Eni, 2019c)

With regard to its suppliers, the company notes the following:

o« /...J isalso carrying out numerous engagement initiative with
suppliers, for example: local meetings for local companies,
organized in collaboration with trade associations and/or local
authorities, during which Eni’s sustainability values and principles
are illustrated /.../. Eni, moreover, is finalizing and subsequently
diffusing a code of conduct for suppliers, which confirms the
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importance of the respect for the cardinal principles of
sustainability in the supply chain.» (Eni, 2019a).

With reference to stakeholders such as the international institutions, customers,
universities and research centers, and trade associations, the following actions are
being implemented by Eni:

o «meetings with Italian political representatives and
institutions, both central and local, on energy, climate and
environmental issues, circular economy and sustainable
development»; «meeting and workshops with Presidents,
Secretaries General and Energy Managers of national and local
Consumer’s Associations on issues such as sustainability, circular
economy, reclamation and environmental remediation.
Sponsorship  of Consumer’s Associations initiatives on
sustainability and circular economy. Territorial meeting with the
regional Consumer’s Associations of the Italian National Council
of Consumers and Users. Survey of national and regional
Consumer’s Associations representatives on circular economy,
sustainability and energy transition»; «establishment with the CNR
of 4 research centres in Southern Italy for sustainable
environmental and economic development in Italy and worldwide.
Collaboration with the Polytechnic of Milan in the organization of
the Master’s in Energy Innovation and for the development of
Impact Assessment Models»; «conferences, debates, seminars and
training initiatives on sustainability issues (energy, circular
economy, remediation, corporate social responsibility);
implementation of guidelines and sharing of best practices.» (Eni,
2019a)

With reference to the food industry, it is important to underline the experience of
the American grocery chain Kroger, whose circular economy approach is based on a
business model typically known as “resource recovery”. In this regard, Kroger states:

o «we know 40% of food produced in the U.S. is thrown out, yet
one in eight people in our country are food insecure — perhaps even
someone we know. Redirecting just one-third of the food wasted in
the U.S. every year would more than feed those struggling with
hunger. Reducing the amount of wasted food in landfills in
considered one of the top solutions to reserve the effects of climate
change. We can help.»

«In 2018, we diverted 128,000 tons of food waste to animal feed
operations. Currently, 2,039 stores have program in place to divert
food waste to animal feed, composting and anaerobic digestion
operations.»

«Food that cannot be sold or donated should be recycled through
animal feed, anaerobic digestion or composting. We have food
waste recycling programs in 2,039 stores — up from 1,978 at the
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end of 2017 — and we 're working to bring these programs t0 every
store.» (Kroger, 2019)

Kroger emphasizes the relevance of customer engagement, as follows:

0 «According to research, approximately 40% of food waste
happens at the consumer level in our customers’ homes. In 2018,
Kroger launched a series of communications aimed at giving our
customers the tools and information needed to reduce waste at
home. A highlight is our Wilted to Wonderful series, which features
stories on www.krogerstories.com, including blogs, videos, and
recipe ideas about using expiring food, such as left-overs /.../. We
offer our valued customers many ways to engage with Kroger and
share their ideas, feedback, opinions, and concerns on an ongoing
basis. These include in-store service counters, surveys, focus
groups, web sites, and social media.» (Kroger, 2019)

Kroger is mindful of its other stakeholders as well; with reference to labor unions,
Kroger states that:

o «We communicate on a regular basis with our local and
international unions, which represent many of our associates,
through scheduled meetings, telephone calls, and ongoing
collective bargaining agreement negotiations throughout the
year.» (Kroger, 2019)

With reference to suppliers, Kroger specifies that:

o «Kroger’s engagement with our suppliers is a critical element
of our commitment to responsible sourcing and supplier
accountability. We focus our engagement during the onboarding
process and continue it through ongoing meetings, site visits,
surveys, audits, and scorecards.»

Similarly, with reference to policy makers and government agencies, Kroger
declares that:

o «We engage government officials and policymakers across the
country at the national, state, and local levels to increase
awareness of Kroger’s operations and commitment as a
responsible grocery retailer. Key channels include meetings and
briefings, advocacy and participation in select government and
civic associations.»

Kroger also engages its shareholders and the community.

0 «Kroger’s leaders, [ ...], engage with shareholders throughout
the year to discuss important topics related to the business ”; “the
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Kroger family of companies is committed to community
engagement, positive social impact, and charitable giving at a
national and local levels. /... Our Corporate Affairs team is
responsible for community engagement in partnership with the
company’s senior officer and leaders.»

The Danish firm Novozymes is an excellent example in the biotechnologies sector;
its circular business model refers to the “circular supplies” typology. Novozymes
conducts all research, development, and production of industrial enzymes,
microorganisms, and biopharmaceutical ingredients following the principles of
sustainability to manufacture low-impact products. With reference to its employee
and community engagement activities, Novozymes states:

o «Novozymes will also focus on employee engagement and
motivation to ensure the employee spirit remains high /.../. We
believe that businesses have a responsibility to engage with the
communities in which they operate and invest strategically in
programs that create value for society. We focus our community
engagement and social investment activities on education, which
we believe is crucial for global sustainable development. /...J
Novozymes believes that customer opinions serve as powerful
indicator in determining the success and performance of its
solutions in the market. /.../ Each year we conduct a satisfaction
survey of our customers across all divisions. This is to monitor
customer perceptions of our solutions and services and learn
where we can improve.» (Novozymes, 2019)

With regard to the technology industry, the American firm Hewlett Packard, a
hardware and software technologies company, is characterized by a circular business
model related to the “product as a service” typology. In this regard, the firm explains
the following:

o «Traditionally, many customer-owned IT systems are
significantly underutilized, with spare data storage and processing
capacity. This is financially and environmentally inefficient. Our
as-a-service model means our customers use only the capacity they
need. Matching capacity to demand reduces the environmental
impact of their IT — a step forward achieving the promise of the
digital frontier within the limits of the planet. Our as-a-service
model is also a step forward circular IT, taking care of equipment
end-use for customers.» (Hewlett Packard, 2019)

In order to implement the above-mentioned business model, the firm
engages specific stakeholder groups, namely team members, customers, and
investors.

o «We regularly collaborate with our stakeholders through
varying approaches such as partnerships, industry forums,

Edited by: Niccold Cusano University ISSN: 1593-0319

36


http://symphonya.unicusano.it/

© SYMPHONY A Emerging Issues in Management, 1, 2020
symphonya.unicusano.it

supplier capability building, direct customer engagements,
mentoring surveys and assessments” [...] “Team member
engagement is key to HPE'’s cultural transformation and we’re
proud to share that our team members are more engaged than even
before”; “In addition to face-to face engagements with customers,
HPE offers a direct channel for customers and stakeholder
inquiries through our Sustainability Contact center”; “HPE
actively engages with investors regarding our approach to ESG
issues management and performance.» (Hewlett Packard, 2019)

Another good example of a company in the technology industry is that of Apple,
which adopts a “product life extension” business model.

o «Our strategy is to create circular supply chains and reduce
our impact on the planet’s resources by: [...] making long-lasting
products by designing highly durable hardware, creating a broad
network of repair providers, and ensuring software compatibility
with older models.» (Apple, 2019)

With reference to stakeholder engagement, Apple states the following:

o «We seek to engage customers in our environmental mission,
giving them the opportunities to join in our efforts. In the past three
years, we have launched two customer-facing campaigns: Apps for
Earth, and communications around the benefits of returning
devices to Apple for trade-in or recycling...Over the past several
years, we have invited key stakeholders to participate in
roundtables in Europe, United States, and China to obtain
feedback on Apple’s key environmental programs.» (Apple, 2019)

Finally, the “sharing platforms” business model may be identified with reference
to the American firm Uber, which specifies:

O «our internationally growth strategy has included the
restructuring of our business and assets in certain jurisdictions by
partnering with and investing in local ridesharing and meal
delivery companies to participate in those markets rather than
operate in those markets independently.» (Uber, 2019)

With regard to stakeholder engagement, Uber declares:

o «the Company derives its New Mobility revenue from operating
leases as defined within ASC 842, “Leases” (“ASC 842”). New
Mobility refers to offerings and products that provide users with
access to rides through a variety of modes, including dockless e-
bikes and e-scooters (“New Mobility ). New Mobility also includes
Transit, UberWorks and the Company’s Platform Incubator group,
which is responsible for innovating new services and use cases on
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the Company’s platform to drive long-term growth and cross-
platform customer engagement.»

[...] «We Dbelieve that all of these synergies serve the customer
experience, enabling us to attract new platform users and to
deepen engagement with existing platform users. Both of these
dynamics grow our network scale and liquidity, which further
increases the value of our platform to platform users.»

[...] «Maintaining and enhancing our brand and reputation is
critical to our ability to attract new employees and platform users,
to preserve and deepen the engagement of our existing employees
and platform users, and to mitigate legislative or regulatory
scrutiny, litigation, government investigations, and adverse
platform user sentiment.» (Uber, 2019).

4. Stakeholder Engagement and the Circular Economy Culture

The effective rethinking of business models according to circularity and
stakeholder engagement principles requires, first and foremost, a deep cultural
change. Indeed, the corporate culture refers to the values, principles, behaviors,
expectations, and beliefs related to the vision of the firm’s corporate governance
body (Clemente et al., 1999; Brondoni, 2010; Salvioni, 2010). These values
characterize the company’s internal dimension, thus playing a role in the behaviors
of all of its members.

The implementation of behaviors based on the sustainable use of technical and
biological resources requires the (a) diffusion and sharing among all stakeholders of
a culture focused on responsible consumption, (b) willingness to contribute to
safeguarding the ecosystem by reducing the impacts of the company’s activities, (c)
promotion of product/service reuse, recycle, and refurbishment behaviors instead of
waste generation, (d) orientation toward long-term value creation according to
sustainability principles, and (e) establishment of inclusive stakeholder engagement
approaches. In this regard, it is possible to state that the establishment of circular
business models first requires the development of the so-called “circular economy
culture”, which refers to a specific sub-set of environmental and biodiversity
protection values and principles within the wider corporate cultural system. The
rearrangement of production processes as well as of the supply chain and distribution
channels without a deep rethinking of the traditional cultural linear economy model
is likely to be either useless, or even the source of loss due to inefficiencies, potential
reputational damage, poor investment choices, etc. Thus, it is necessary to understand
that the costs entailed in reuse are lower than those borne in case of discarding waste
(Hopkinson et al., 2018).

The circular economy culture should be based on a “cautious” approach with
reference to the use of the limited resources available; this new perspective is clearly
expressed in the principle introduced by Stahel (2010): “do not repair what is not
broken, do not remanufacture something that can be repaired, do not recycle a
product that can be remanufactured. Replace or treat only the smallest possible part
in order to maintain the existing economic value of the technical system”.
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Thus, effective transition toward the circular economy model requires rethinking
of the basic values identified by a firm’s leaders and shared within the organization.
Indeed, establishing a circular business model entails a wide rearrangement of the
value creation approach, and companies can ensure this by developing a culture
based on the circular economy and sustainable development principles. In this regard,
it is necessary to ensure alignment among the corporate culture, business models, and
the firm’s strategy (Delery et al., 1996). Thus, it is important to promote an inclusive
approach as an essential condition for dialogue with the most relevant stakeholders
(Rebs, 2018). Indeed, the rethinking of business models according to wide circularity
conditions can be supported by the ability to conduct dialogues with stakeholders, in
order to identify their expectations before selecting the direction for re-orienting the
company’s activities.

The change in approach should also be based on a widespread cultural rethinking
related to corporate social responsibility, which considers not only the economic
effects, but also the social and environmental ones. This perspective underlines the
relevance of key stakeholder engagement according to an integrated approach based
on the appraisal of the different interests involved, the goal being to guide all
stakeholders toward behaviors aligned with the new conditions of supply,
consumption, labor, product use and development of significant competitive abilities.

5. Emerging Issues

Stakeholder engagement is assuming growing relevance as an approach supporting
the success of circular business models. In fact, the company’s ability to listen to and
engage relevant stakeholders and the possibility of creating value in the long term
are directly related to establishing positive relationships based on trust, consent, and
sharing of principles and behaviors.

Developing a dialogue with key stakeholders is strategically relevant to achieve the
objectives selected by a firm’s corporate governance body. This belief is based on
the understanding of the different roles and contributions of stakeholders—and
consequently, the different kinds of engagement required—with regard to the
business model adopted. However, the engagement of key stakeholders according to
a proactive, inclusive, and integrated approach is a strategic condition that supports
the effective shift from a linear economy model toward a circular one.

To ensure the effectiveness of a circular business model, a change in cultural values
at the topmost level of the firm and its sharing with the organization are essential.
These values should be aligned along the principles of responsible consumption,
sustainable production and supply chains, and safeguarding ecosystems and health.

The capacity to integrate the selected strategic objectives with stakeholder
engagement is a key challenge for companies that decide to implement circular
business models. Companies must develop the ability to identify, listen to, and
engage with stakeholders that are actually relevant for the implementation of their
strategy, considering the new conditions implied by the circular economy model. In
this regard, this study underlines the strategic relevance of engaging specific
stakeholders in order to establish successful business models, while simultaneously
underscoring the need to better investigate the firm’s behaviors through a wider
empirical analysis.
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Our study contributed to the existing literature by exploring the manner in which
firms conduct stakeholder engagement with regard to optimizing the transition of
business models toward a circular system. Moreover, this topic can be analyzed with
reference to more specific research areas, such as the different aspects related to the
diffusion of a sustainability culture among external stakeholders, supporting the
functioning of circular business models, integration of circular models and internal
control systems for the effective engagement of firms’ members, and typologies of
the relationships established between companies and the Government with regard to
creating and maintaining the circular economy.
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