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Abstract: In this paper we present challenges that resale-based circular business models (CBMs) face 
when trying to scale up, as well as strategic resources that mitigates these challenges and facilitate 
scaling. The study is anchored in empirical findings from 10 retail companies operating with resale 
initiatives in the Swedish market. To structure the study, and provide a broader view of scalability that 
better fit the logic of CBM value creation, we draw on two streams of literature; the notion of novelty- 
and efficiency-centred business model design elements and resource-based theory. The findings show 
that for resale-based CBMs to scale, these need to overcome challenges related to operational 
complexity in connection to handling large volumes of unique garments as well as lack of out-of-the-
box solutions. The study also offers insights into strategic resources and capabilities which can work as 
guidance for practitioners who want to analyse and manipulate their CBM's ability to scale. 
 
 
Background  
As a response to the growing awareness of 
environmental issues such as resource usage 
and waste generation, business models 
building on circular economy practises have 
gained traction in the otherwise heavily 
resource-draining and polluting fashion 
industry. The aim of these circular business 
models (CBMs) is to remove the need for virgin 
material in the creation, delivery and capture of 
value by closing, slowing and narrowing 
resource loops (Bocken et al., 2016). These 
models take a triple bottom line perspective, 
even though the environmental and economic 
values have received more attention than the 
social (Geissdoerfer et al., 2017).  
In recent years, both established firms and 
newcomers have initiated and experimented 
with CBMs such as curated resale stores, 
resale of used own-brand products and 
renting/leasing models (Watson et al., 2014). 
Nevertheless, despite increased interest from 
policymakers and consumers alike, these 
initiatives often remain small and seem to lack 
resources and capabilities to take market 
shares and transform the industry toward a 
circular industrial economic system (European 
Environment Agency, 2019). A reason for this, 
which so far has received limited attention, is 
the scalability (Pal and Gander, 2018) which 

can be defined as the ability to grow in size or 
scope without increasing the corresponding 
cost base or losing quality of the output in the 
process.  
A business model's scalability is often referred 
to in terms of increased efficiency by scalable 
technology (e.g. Hasselblatt et al., 2018) or 
economy of scale in production processes (e.g. 
Täuscher and Abdelkafi, 2018) which  make it 
possible for businesses to expand 
geographically and increase turnover. 
However, since CBM build on novel as well as 
broader logics for creating value (Linder and 
Williander, 2017) compared to linear models, 
the perspective of scaling also needs to be 
broadened. In social innovation literature, the 
notion of scaling social impact has led to the 
inclusion of tactics involving improving the 
conditions for scale, e.g. by impacting social 
norms, culture and policy (Moore et al., 2015). 
Thus, scalability is not limited to efficiency, it 
also encompasses finding innovative or novel 
ways to increase the initiatives' impact at scale. 
In other words, novelty related elements of the 
business model design should be considered in 
addition to efficiency related elements.  
In the same line of reasoning, existing 
strategies suggested for scaling business 
models and the creation of new, tailored to the 
unique context of CBMs, is necessary. 
However, in the growing body of literature on 
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CBMs, the subject of scalability is lacking. The 
discourse revolves more around adoption, 
implementation and environmental 
performance (e.g. Bocken et al., 2018; Franco, 
2017; Linder and Williander, 2017). 
Thus, the purpose of this study is to explore the 
challenges to, and related strategic resources 
needed for, scaling CBMs. 
To do this, we draw inspiration from two 
streams of literature (see fig 1). First, the two 
business model design themes of novelty and 
efficiency (Zott and Amit, 2007), as these reflect 
fundamental alternatives to create value. Just 
as Zott and Amit argue that these themes are 
particularly suitable when studying 
entrepreneurial firms, we argue that they are 
appropriate when studying CBMs since they 
often aim to break new ground through novel 
value creation approaches. Particularly by 
including a broader perspective of value that is 
not limited to economic gains. Secondly, 
resource-based theory is used as a lens for 
exploring the development and utilisation of 
strategic resources that influence scalability. 
The analysis is structured around the four 
resource categories physical, human, 
organisational and financial (Barney, 1991; 
Barney and Mackey, 2005).  

 
Figure 1. Framework 

Method 
This paper presents an exploratory interview 
study of how resale business models scale up. 
Data have been collected through 14 semi-
structured interviews with managers from 10 
different companies operating on the Swedish 
market (see table 1). Interviews were held using 
online video conference software and lasted on 
average 45 min. The interviews were recorded 
and transcribed for the analysis. 
The companies were selected by purposeful 
sampling for maximum variation, e.g. size, 
sales channels, years of operation etc. 
 

                                         
1 Note: L - CBM initiative operated parallel to a linear 
business model. C - Operates a predominantly CBM. 

Company1 Role of the 
respondent (no. 
of interviews) 

Size, employees 

L1 Sustainability 
manager (1) 

51-200 

L2 Sustainability 
manager (2) 

1,001-5,000 

L3 Circular business 
developer (2) 

10,001+  

L4 1: Sustainability 
manager (1) 
2: Manager of 
CBM initiative (1) 

201-500 

L5 Business 
developer (1) 

11-50 

C1 Creative director 
and co-founder (1) 

51-200 

C2 Sustainability 
manager (1) 

11-50 

C3 CEO (1) 2-10 
C4 Owner (1) 51-200 
C5 Owner (2) 2-10 

Table 1. Description of respondents and case 
companies 
 
The analysis roughly follow the three steps 
suggested by Brinkmann and Kvale (2015) 
when analysing for meaning. First, the interview 
transcripts were read thoroughly, and excerpts 
relevant to challenges and resources in 
connection with scaling, were highlighted. 
These first-order codes were then compared to 
the a priori themes of the theoretical framework, 
e.g. resource categories and novelty- and 
efficiency-centred business model design 
elements. In the third phase, the challenges 
and resources were further developed, 
condensed and given representative labels. 
 
Findings 
In this section the challenges related to the 
efficiency and novelty business model design 
themes are presented as well as the most 
highlighted strategic resources  found in the 
empirical data.  
 
Efficiency-centred challenges and related 
strategic resources 
The challenges related to efficiency of the 
business model design describe how handling 
large volumes of unique garments leads to 
operational complexity and high labour costs.  
The unpredictable availability of second-hand 
garments, and the fact that each item needs to 
be evaluated individually, often result in time-
consuming manual routines surrounding the 
activities of  selecting, curating and keeping 
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track. At the same time, this must be done with 
care since putting together a cohesive relevant 
fashion offer is a critical component in the 
business model's value proposition. 
To overcome these challenges, we have 
identified strategic resources and capabilities 
that are accessed and employed for increasing 
the scalability in terms of efficiency.  

 Physical resources 
Standardisation and automation of certain tasks 
are vital strategies to render efficiency and 
achieve economy of scale in processes. 
However, to use these strategies, the 
organisation needs access to IT-systems that 
are integrated and adapted to their operations. 
Depending on the specific business model 
design, these systems perform different tasks. 
For example, it can refer to a cash-register 
system that automate some of the tasks of 
registering products which speed up the 
process (e.g. C2, C4), or POM-systems that 
facilitate data analysis and aids the buying 
process at scale (e.g. C1, C3).  
The other strategic physical resource that was 
found in reference to efficiency is the brick and 
mortar store. Even though e-commerce is 
generally seen as more scalable with its 
unlimited geographical reach, the resale 
business model cannot easily capitalise on that 
scalability potential due to the low product 
standardisation. For each individual item, 
descriptions and photos need to be uploaded. 
The customer then needs the patience to scroll 
through pages of listings before finding 
something they want, not to mention the 
complexity and cost of logistics. One of the 
respondents "noticed a big change when 
opening the brick and mortar store. /…/ Delivery 
costs went down and it is just quicker." (Owner, 
C5). Since the customer can evaluate the 
product themselves, the handling cost and time 
per garment go down.  

 Human resources 
The resale business model is labour intensive, 
which negatively affects the scalability since it 
adds to the overhead costs and complicates 
replication. However, to maintain quality, 
human resources cannot be entirely eliminated. 
Instead, some of the respondents refer to 
leveraging existing staff and customers. 
Organisations that operate a linear business 
model parallel to their CBM initiative have the 
advantage of using existing staff and piggyback 
on the linear business while scaling up.  

Similarly, the work of customers can be 
leveraged. For example, "by using the app [to 
register garments for sale] the handling process 
will be faster and the garments will enter our 
system automatically. /…/ we can offer higher 
returns to the seller because they help us doing 
part of the work." (CEO, C3) 

 Organisational resources 
When increasing in size, information needs to 
be shared with a growing number of people. 
Transferring information efficiently to new staff 
and units requires standardised routines and 
knowledge packs. The rate at which a business 
model can be scaled up will be negatively 
affected if the organisation is too dependent on 
informal face-to-face sharing of experience. 
Company C2, for example," have to open one 
[store] at a time" since their ability to scale is 
limited by the fact that staff need to be present 
in the new store to educate the new staff, 
parallel to running the "old" store.  
Another strategic organisational capability is 
the trend and sales analytics routine. The 
buying process of resale is quite different from 
linear retail models. Since the supply is 
unpredictable, the organisation is at the mercy 
of what is available, not what they decide in a 
design process. To buy at scale, the 
organisation needs to predict demand and 
translate it to information that can be used when 
selecting the assortment. In our interviews we 
found three general approaches connected to 
this resource. Some respondents describe a 
decentralised approach where garments are 
selected based on individual staff members' 
experience, although supported by general 
instructions from a trend responsible. This 
approach is used by the companies C2, C4 and 
C5 which collect from consumers and sell on 
commission.  
Others describe a more centralised approach 
where dedicated teams make the selection 
based on previous sales and trend forecasts. 
The team either make the selection or codifies 
instructions for other staff. Company C4 has 
managed to do this at scale by assigning 
standardised attributes to the garments which 
generates manageable product categories. 
Sales data and trend forecasts are then 
analysed based on these categories.  
A third approach is to collaborate with a partner 
that has this capability and buy an already 
carefully selected assortment. Company L2 use 
this strategy since "we are experts in selling, 
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producing and designing garments. So we need 
partners who are experts in their fields." 

 Financial resources 
Financial resources are, of course, important 
since even a highly scalable business model 
needs some investment to support the scaling 
process. However, this is not highlighted as a 
strategic resource for scaling related to 
efficiency.  
 
Novelty-centred challenges and related 
strategic resources 
Challenges related to the novelty element of the 
business model design mainly concern how to 
overcome the lack of out-of-the-box solutions 
and lack of knowledge (and scepticism) both 
internal and external to the organisation. This 
can take the form of difficulties getting access 
to IT-systems that support new routines and 
business model configuration or convince 
stakeholders of the business model's 
legitimacy.  
Following strategic resources have been 
identified as mitigating these challenges.  

 Physical resources 
Whether it is a consignment model or the 
organisation owns the products, the product 
assortment is a critical resource. Consumers 
engage in reuse for various reasons, e.g. save 
money, environmental concern or the possibility 
of finding unique items (Ferraro et al., 2016). 
Nevertheless, if they do not find the assortment 
interesting, they will not engage in it, and they 
will not spread the word to their peers. "It 
sounds obvious but we're in retail, we're selling 
fashion, the fashion have to be bang on… 
[even] if you are [only] nailing that 20%, you'll 
stay relevant continually." (Creative director 
and co-founder, C1) 
The respondents in this study highlight the 
importance of an attractive location, both online 
and offline. The owner of C4 for example 
express it as "a must that we are where the 
customer is". Devoted second-hand shoppers 
will probably find their way to the store even at 
a less attractive location, but to scale up and go 
from niche to a mainstream retail destination, 
access to an attractive location is a vital 
resource.  

 Human resources 
Competencies and skills required in resale are 
not part of the curriculum in fashion and 
business education and, therefore, not 

available at scale in the job market. Instead, this 
needs to be developed after hire. Since the 
logic behind conventional retailing is different 
from the resale model, the respondents even 
describe how new staff need to "erase whatever 
is in your head because we are going to teach 
you to sell second-hand" (Creative director and 
co-founder, C1). Hence, staff trained in reuse is 
a strategic resource for operating and scaling 
the business model. This applies to all levels of 
the organisation, from data analysts to people 
working in the store.  
The respondents also highlight key individuals 
with time and competencies essential to 
developing improved conditions for scale. The 
competencies that the respondents describe 
concerns the development of IT-systems and 
tailored operational processes. Manual or 
generic systems and routines may work very 
well at a small scale, but as the operation 
grows, there is a need to develop standardised 
processes that are easy transfer and tailored for 
the internal operations. To do this, the 
organisation needs individuals that understand 
the business model's particularities and have 
the competence to develop routines and 
supporting IT-systems tailored for it. 

 Organisational resources 
Since consumers often have two roles in the 
resale CBM, both as the supplier and customer, 
a loyal customer community is a vital strategic 
resource. A thriving community will spread the 
word creating informational increasing returns 
by word-of-mouth. "It's a pretty fitting concept to 
go and talk about in that way, because you are 
involved in it" (Owner, C4).  
Established brands have the benefit of being 
able to leverage their already existing 
community when scaling their resale initiatives. 
Others need to build their own by engaging with 
the customer.  

 Financial resources  
As mentioned earlier, capital is not highlighted 
by the respondents as a strategic resource for 
scaling in connection to efficiency. However, 
what is stressed is new metrics for measuring 
and comparing performance between CBM 
initiatives and linear models. This is mentioned 
in relation to external investors but more 
accentuated when it comes to accessing 
internal resources and funds. As the circular 
business developer for L3 said, to avoid ending 
up last in the line for access to resources, "we 
must find new ways of measuring the cost of the 
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conventional business /…/ then find the 
financial arguments for [CBMs]". 
 
Conclusions 
This study contribute to a broadening of the 
notion of scale in a CBM context. Just like 
papers on social innovation has shown that 
scaling can include activities that influence the 
environment outside the organisation, this 
study show that the novelty elements affect a 
business models ability to scale.  
Efficiency-centred challenges require the 
organisation to access physical resources that 
reduce organisational complexity. Connected to 
this is the organisational resources of clear and 
standardised routines. On the other hand, 
novelty-centred challenges deal with lack of 
knowledge and out-of-the-box solutions. 
Therefore, human resources, such as people 
with the knowledge and skill to develop new 
solutions and routines, are given more 
emphasis.  
Additionally, the finding show that companies 
can use different strategies to access and 
employ the strategic resources for scale. There 
is no generic recipe, instead this should be 
adjusted to the individual company's business 
model and bundle of resources. 
 
Acknowledgments 
The authors would like to thank Jan Wallanders 
and Tom Hedelius Stiftelse (P18-0057) for 
financing the research for this paper. 
 
References 
Barney, J. (1991). Firm resources and sustained 

competitive advantage. Journal of management, 
17(1), 99-120.  

Barney, J. B., & Mackey, T. B. (2005). Testing 
resource-based theory. In Research methodology 
in strategy and management: Emerald Group 
Publishing Limited. 

Bocken, N. M. P., de Pauw, I., Bakker, C., & van der 
Grinten, B. (2016). Product design and business 
model strategies for a circular economy. Journal of 
Industrial and Production Engineering, 33(5), 308-
320. doi:10.1080/21681015.2016.1172124 

Bocken, N. M. P., Schuit, C. S. C., & Kraaijenhagen, 
C. (2018). Experimenting with a circular business 
model: Lessons from eight cases. Environmental 
Innovation and Societal Transitions, 28, 79-95. 
doi:10.1016/j.eist.2018.02.001 

Brinkmann, S., & Kvale, S. (2015). InterViews: 
Learning the craft of qualitative research 
interviewing (3rd ed.): Sage Publications. 

European Environment Agency. (2019). Textiles and 
the environment in a circular economy (Eionet 
Report - ETC/WMGE 2019/6). Retrieved from 
https://www.eionet.europa.eu/etcs/etc-
wmge/products/etc-reports/textiles-and-the-
environment-in-a-circular-economy 

Ferraro, C., Sands, S., & Brace-Govan, J. (2016). 
The role of fashionability in second-hand shopping 
motivations. Journal of Retailing and Consumer 
Services, 32, 262-268. 
doi:10.1016/j.jretconser.2016.07.006 

Franco, M. A. (2017). Circular economy at the micro 
level: A dynamic view of incumbents' struggles and 
challenges in the textile industry. Journal of Cleaner 
Production, 168, 833-845. 
doi:10.1016/j.jclepro.2017.09.056 

Geissdoerfer, M., Savaget, P., Bocken, N. M. P., & 
Hultink, E. J. (2017). The Circular Economy – A 
new sustainability paradigm? Journal of Cleaner 
Production, 143, 757-768. 
doi:10.1016/j.jclepro.2016.12.048 

Hasselblatt, M., Huikkola, T., Kohtamäki, M., & 
Nickell, D. (2018). Modeling manufacturer's 
capabilities for the Internet of Things. Journal of 
Business and Industrial Marketing, 33(6), 822-836. 
doi:10.1108/JBIM-11-2015-0225 

Linder, M., & Williander, M. (2017). Circular Business 
Model Innovation: Inherent Uncertainties. Business 
Strategy and the Environment, 26(2), 182-196. 
doi:10.1002/bse.1906 

Moore, M.-L., Riddell, D., & Vocisano, D. (2015). 
Scaling Out, Scaling Up, Scaling Deep: Strategies 
of Non-profits in Advancing Systemic Social 
Innovation. Journal of Corporate Citizenship, 
2015(58), 67-84. 
doi:10.9774/GLEAF.4700.2015.ju.00009 

Pal, R., & Gander, J. (2018). Modelling 
environmental value: An examination of 
sustainable business models within the fashion 
industry. Journal of Cleaner Production, 184, 251-
263. doi:10.1016/j.jclepro.2018.02.001 

Täuscher, K., & Abdelkafi, N. (2018). Scalability and 
robustness of business models for sustainability: A 
simulation experiment. Journal of Cleaner 
Production, 170, 654-664. 
doi:10.1016/j.jclepro.2017.09.023 

Watson, D., Kiørboe, N., Palm, D., Tekie, H., Harris, 
S., Ekvall, T., . . . Lyng, K. (2014). EPR systems 
and new business models: Reuse and recycling of 
textiles in the Nordic region. TemaNord Report for 
the Nordic Council of Ministers Retrieved from 
http://www.norden.org/no/publikasjoner/publikasjo
ner/2014-539  

Zott, C., & Amit, R. (2007). Business Model Design 
and the Performance of Entrepreneurial Firms. 
Organization Science, 18(2), 181-199. 
doi:10.1287/orsc.1060.0232 

 

https://www.eionet.europa.eu/etcs/etc-wmge/products/etc-reports/textiles-and-the-environment-in-a-circular-economy
https://www.eionet.europa.eu/etcs/etc-wmge/products/etc-reports/textiles-and-the-environment-in-a-circular-economy
https://www.eionet.europa.eu/etcs/etc-wmge/products/etc-reports/textiles-and-the-environment-in-a-circular-economy
http://www.norden.org/no/publikasjoner/publikasjoner/2014-539
http://www.norden.org/no/publikasjoner/publikasjoner/2014-539

	Emelie Hultberg(a), Rudrajeet Pal(a)

