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Abstract

The transition to a circular textile economy depends not only on technologies that convert textile
waste into recycled fibers, but also on the ability to create and scale markets for these materials.
Despite growing recycling capacity, investment, and policy support, demand for recycled textile
fibers remains limited. This thesis examines how firms can mitigate this supply—demand
misalignment and facilitate market scaling in the circular textile recycling industry.

Adopting the Dynamic Capabilities View (DCV) as an overarching theoretical lens, the thesis
integrates three complementary perspectives on market creation and scaling in circular textile value
chains. It shows how firms leverage distinct but complementary strategic capabilities to mitigate
supply—demand misalignment and facilitate market scaling. Using an interpretive qualitative
approach, the thesis synthesizes three exploratory papers through an abductive theory-elaborating
process. The empirical foundation comprises 40 semi-structured interviews with textile recyclers,
apparel brands, and fabric manufacturers, complemented by desktop investigations, follow-up
communications, and on-site observations. The findings show that supply—demand misalignment
stems not only from technological constraints but also from asymmetric market knowledge,
divergent perceptions of value, and fragmentation across the value chain. Market scaling therefore
requires firms to understand and shape demand, align offerings with customer value perceptions,
and coordinate activities across organizational and supply-chain boundaries.
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1. Introduction

1.1. Research background

The global textile industry stands at a critical juncture (Huygens et al., 2023; Kohler et al., 2021).
Producing over 100 million tons of garments annually, it remains among the most resource-
intensive industries in the world, generating greenhouse gas emissions that exceed those of
international aviation and maritime shipping combined (Duhoux et al., 2021; Petrie, 2023; Sajn,
2019). Environmentally, the consequences of this scale are stark: approximately 5.2 million tonnes
of clothing and footwear waste are generated annually in the EU alone, equivalent to roughly 12
kilograms per person, while less than one percent of textiles globally is recycled into new products
(Duhoux et al., 2021; Kaohler et al., 2021; Sajn, 2019; Van Duijn et al., 2022). In response,
regulatory frameworks have accelerated sharply. The revised EU Waste Framework Directive,
which entered into force in October 2025, establishes common rules for extended producer
responsibility (EPR) for textiles. Member States are required to establish national EPR schemes by
2027; under which producers must fund the collection, reuse, and recycling of textiles. Separate
collection of textile waste became mandatory across EU Member States in January 2025 (European
Commission, 2025). Sweden has gone further still, setting national targets of 70 percent reduction
in textile waste by 2028, 80 percent by 2032, and 90 percent by 2036, with the same share of
collected textile waste to be prepared for reuse or recycling from 2028 onward (H2 Compliance,
2025).

Yet beneath this regulatory momentum lies a paradox that threatens to undermine the entire circular
transition: recycled textile fibers are increasingly available, but functioning markets for them are
not (Reike et al., 2023; McCauley & Jestratijevic 2023; Huygens et al., 2023). Mechanical
recycling is a mature technology that nonetheless lacks consistent market demand, while chemical
recycling, despite its considerable technological promise, currently allows only around one percent
of textiles to be reused in new textile products (Duhoux et al., 2021; Reike et al., 2023; Ribul et al.,
2021; Ellen MacArthur Foundation, 2017). This constitutes an investment paradox at the heart of
the industry: substantial capital has flowed into sorting technologies, fiber-to-fiber recycling
processes, and collection infrastructure on the assumption that expanding supply capacity would
catalyze demand (Reike et al., 2023). In practice, recycled fibers and products made from them
frequently go unsold, exposing the limits of supply-driven logic and pointing toward a persistent
mismatch between what recyclers produce and what the textile value chain and its market is willing
to absorb.

The financial and operational consequences of this mismatch are illustrated by Renewcell, a
Swedish textile recycler that developed proprietary technology to convert cotton waste into
Circulose, a cellulosic pulp for new textile fibers. Despite raising substantial capital, including 140
million dollars through a Nasdaq listing, securing H&M as a major investor, and establishing
supply agreements with brands such as H&M and Bestseller, the company filed for bankruptcy



roughly a year after its first commercial-scale facility became operational. While operational
challenges, including costly global sourcing, compressed timelines, and governance disputes,
contributed to its difficulties, the deeper issue was a misalignment between Renewcell’s value
proposition and market expectations. Circulose was positioned as a premium, environmentally
superior input, while brands continued to prioritize cost, quality, scalability, and supply security,
and public sustainability commitments did not translate into sufficient purchase volumes (Carey &
Antoshak, 2024). The consequences of such failures extend well beyond the firm itself. Financially,
capital that is frequently underwritten by governmental loans or public funding is lost when
recycling ventures collapse, representing an inefficient allocation of resources that might otherwise
support more viable pathways toward circularity. Socially, bankruptcies of this kind result in job
losses and disruption to the communities and labor markets built around recycling facilities.
Environmentally, the paradox compounds itself: textile waste that has already undergone energy-
and resource-intensive recycling processes fails to re-enter productive use, and in some cases,
waste previously exported for disposal must now be imported back for recycling, generating
additional transportation and logistical burdens rather than resolving the original problem. The case
demonstrates that technological capability, investment, scaled production and regulatory support
are insufficient when supply-side innovation is not matched by demand-side alignment (Corvellec
& Stowell, 2024).

Taken together, these developments point to a fundamental and unresolved challenge: recycled
textile materials are not being fully reintegrated into the value chain because supply and demand
remain insufficiently aligned (Reike et al., 2023; Huygens et al., 2023; Duhoux et al., 2021).
Although regulatory initiatives increasingly encourage the use of recycled fibers, and many apparel
brands publicly commit to circularity, successful commercialization depends on more than scaled
production, technological capability or regulatory support (Reike et al.,2023; Duhoux et al., 2021).
Recycling firms must also leverage the strategic capabilities required to create, shape, coordinate,
and stabilize markets for their products. This requires understanding how downstream customers
evaluate value, aligning recycled materials with their technical and commercial requirements, and
coordinating activities across a fragmented value chain. In practice, however, apparel brands
continue to prioritize cost competitiveness, consistent quality, scalability, and supply security
(Hedrich et al., 2022; Dahlbom et al., 2023), while the environmental benefits emphasized by
recyclers alone are rarely sufficient to secure long-term purchasing commitments (Carey &
Antoshak, 2024). At the same time, fragmented relationships among recyclers, manufacturers,
brands, and other supply chain actors constrain the coordination and joint development needed to
reduce uncertainty and establish stable demand (Huygens et al., 2023; Kohler et al., 2021).
Understanding how firms leverage strategic capabilities to create demand, align customer
expectations with recycled offerings, and coordinating circular supply chains has therefore become
essential not only for the viability of individual recycling firms but also for the successful transition
toward a circular textile economy.



1.2. Problem discussion

Despite the well-established supply of recycled fibers, substantial investments in textile recycling
technologies, expanding production capacity, and increasingly supportive policy initiatives,
commercially viable markets for recycled textile fibers remain underdeveloped (Reike et al., 2023;
Duhoux et al., 2021; McCauley & Jestratijevic, 2023). As illustrated by the Renewcell case,
technical capability and financial investments are insufficient if firms are unable to establish viable
markets for their products. Consequently, supply and demand remain insufficiently aligned,
limiting the large-scale commercialization of recycled textile fibers and slowing the transition
towards a circular textile economy (Sandberg & Pal, 2024; Huygens et al., 2023; McCauley &
Jestratijevic, 2023). This persistent market failure represents the central empirical problem
addressed in this thesis (Huygens et al., 2023; Reike et al., 2023).

Addressing this supply—demand misalignment requires more than technological innovation
(Sandberg & Pal, 2024; McCauley & Jestratijevic, 2023). More fundamentally, this empirical
problem can be understood through three interconnected mechanisms focusing on how firms
respond to and overcome this misalignment. Firms must first understand evolving market
conditions, identify emerging opportunities, and respond to changes in customer and industry needs
(Taghvaee & Talebi, 2023; Braunscheidel & Suresh, 2018). This is central to the Market
Orientation (MO) perspective which emphasizes the continuous generation and dissemination of
market intelligence concerning current and future customer needs (Kohli & Jaworski, 1990; Narver
& Slater, 1990; Narver et al., 2004). Moreover, understanding markets alone is insufficient
(Taghvaee & Talebi, 2023; Reike et al., 2023). Market scaling depends on understanding how
downstream actors perceive and evaluate the value of recycled textile fibers, as purchasing
decisions are influenced by multiple functional, economic, environmental, and relational
considerations (Pranta et al., 2025; Petrie, 2023; Kohler et al., 2021), a perspective captured by the
customer perceived value (CPV) approach (Sairanen et al., 2024). These customer value
perceptions constitute critical market data that firms must incorporate into their strategic decision-
making (Pranta et al., 2025; Taghvaee & Talebi, 2023). Translating market data and customer value
insights into commercial success further requires firms to align organizational activities and
coordinate relationships across fragmented circular value chains (Sandberg & Pal, 2024; Duhoux
et al., 2021; McCauley & Jestratijevic, 2023). This involves adapting products, processes, and
interorganizational arrangements to reduce the disconnect between supply and demand and create
conditions that support sustained market scaling (Duhoux et al., 2021; Sandberg & Pal, 2024).
Vertical integration (VI) as a possible organizational response and Dynamic Capabilities View
(DCV) help explain how firms may respond to fragmented value chains by reconfiguring activities,
resources, and interorganizational relationships to better align supply with market demand
(Mentzer et al., 2004; Teece, 2007; Jiittner et al., 2007).

Taken together, these empirical challenges point toward several areas that remain underexplored
in the literature, as existing research while offering valuable insights into technological (Baloyi et



al., 2024) and operational (John & Rahman, 2024; Sandberg & Pal, 2024) aspects has largely
addressed these issues in isolation (Reike et al., 2023; Sandberg & Pal, 2024). This literature has
paid comparatively limited attention to the commercial mechanisms through which recycling firms
can actively cultivate demand, shape market expectations, and enable sustained market formation
for recycled textile materials.

While circular economy research increasingly acknowledges that circularity reshapes value
creation by incorporating environmental and social considerations alongside economic ones
(Frishammar & Parida, 2019; Geissdoerfer et al., 2018; Patala et al., 2016), existing business to
business research has largely examined value from the supplier's perspective. As a result, limited
attention has been paid to how customers themselves evaluate circular textile offerings and which
value dimensions influence their purchasing decisions (Sairanen et al., 2024). Even where
circularity driven customer perceived value frameworks have been proposed (Sairanen et al.,
2024), they have not been applied to explain why brands continue to prioritize virgin materials and
fail to purchase available recycled textile fibers despite scaled production of them, technological
advances in textile recycling and increasing sustainability commitments. Consequently, the
customer's side of the supply and demand relationship remains insufficiently understood.
Transition towards circularity depends on collaboration among multiple actors whose activities
remain weakly coordinated. Dynamic Capabilities View provides a well-established explanation
of how firms integrate, build, and reconfigure resources in changing environments (Teece et al.,
1997; Teece, 2007), however, its application to textile recycling firms pursuing market
development through supply chain reconfiguration remains limited. Likewise, vertical integration
has received comparatively little attention as a strategic capability for strengthening coordination
across fragmented circular supply chains, despite its potential to reduce uncertainty, improve
information flows, and align supply with downstream market requirements (Ersahin et al., 2024;
Saccani et al., 2023).

Taken together, there remains limited understanding of how firms integrate market understanding,
customer value insights, and organizational and value chain coordination to mitigate supply—
demand misalignment and facilitate market scaling (Reike et al., 2023; McCauley & Jestratijevic,
2023).

Market failure
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Figure 1: The problem structure of supply-demand misalignment in circular textile recycling



1.3. Research purpose and research question

To better understand how textile recyclers achieve market scale, it is essential to examine how they
address supply—demand misalignment within the industry. This requires deeper insight into how
firms identify and respond to market needs, interprete the value perceived by customers, and
integrate these insights into organizational and operational practices. Accordingly, the following
research question is proposed and explored across three papers.

RQ: "How do firms leverage strategic capabilities to mitigate supply—demand misalignment and
facilitate market scaling in the circular textile recycling industry?"

This thesis aims to explain how firms mitigate supply—demand misalignment by leveraging and
integrating a set of interdependent strategic capabilities that collectively enable market formation
and market scaling in circular textile recycling. Together, the three papers address complementary
aspects of a broader and more complex process of market scaling: Paper I provides insights from
the recycler’s perspective, Paper Il advances understanding from the customer’s perspective, and
Paper III demonstrates, through an in-depth case, how these perspectives are integrated in practice,
illustrating how firms translate such insights into organizational and operational activities to
mitigate supply—demand misalignment and enable market scaling for recycled textile materials.

Theoretically, while strategic capabilities have been widely applied in prior research, limited
attention has been given to the specific strategies through which circular supply chain actors
actively stimulate and shape markets rather than merely respond to them, as well as to how these
strategies are interconnected and jointly contribute to market formation. The existing literature on
textile recycling has predominantly focused on the technical and logistical dimensions of recycling
processes, leaving the strategic capabilities that manufacturers develop across their entire supply
chain, from upstream suppliers to downstream customers, largely unexplored. This thesis addresses
that gap by offering a comprehensive understanding how these strategic capabilities are being
leveraged by firms to mitigate supply—demand misalignment and actively form and scale the
market toward greater circularity and sustainability. Practically, this matters because circularity
cannot be achieved without market scaling, and textile recycling manufacturers cannot afford to
wait for the broader ecosystem to mature before acting. They must take an active role in shaping
the market and stimulating demand for their own products. Accordingly, the objective of this thesis
is to advance the understanding about the interconnected mechanisms of MO, CPV, DCV and VI
as an integrated capability system for mitigating supply—demand misalignment which are arising
from asymmetric market knowledge, divergent value perceptions among supply chain actors, and
structural fragmentation across the value chain, and for enabling market formation under conditions
of institutional and technological uncertainty.



1.4.Scope and delimitations

This thesis examines supply—demand misalignment in the circular textile recycling value chain
from a strategic management perspective. Rather than focusing on the technical aspects of textile
recycling, the study investigates how firms can facilitate market uptake of recycled textile fibers
by developing strategic capabilities that support market formation, customer alignment, and supply
chain coordination. The theoretical scope is limited to four complementary perspectives: Market
Orientation, Customer Perceived Value, Dynamic Capabilities, and Vertical Integration. These
perspectives are used collectively to explain how firms sense market opportunities, understand
customer value, and reconfigure organizational and supply chain activities to reduce supply—
demand misalignment. The study is therefore concerned with strategic capability development
rather than technological innovation or recycling process optimization. Furthermore, the theoretical
focus is confined to business-to-business (B2B) relationships between textile recyclers and apparel
brands, excluding business-to-consumer (B2C) market analysis.

Methodologically, the thesis adopts an interpretive and qualitative research approach. The Kappa
synthesizes the findings of the three appended papers through an abductive theory-elaborating
process rather than collecting new empirical material. The empirical foundation comprises 40 semi-
structured interviews supported by desktop investigations and on-site observations. The purpose of
the research is to generate analytical and theoretical insights into supply—demand misalignment
rather than to produce statistically generalizable findings. Empirically, the study is delimited to the
circular textile recycling value chain, with particular attention to recycled textile fibers and the
challenge of establishing commercially viable markets for these materials. Accordingly, the
research focuses exclusively on textile recyclers whose input consists of textile waste and whose
output is recycled textile fibers intended for textile applications. Recycling firms that process other
waste streams, such as PET bottles into polyester fibers for yarn production, are excluded.
Likewise, the study is limited to closed-loop textile recycling and excludes downstream customers
operating in other industries that use recycled textile fibers in open-loop applications.

1.5. Disposition

This compilation thesis comprises seven sections and three appended papers. Following the
introduction, the thesis presents the contextual frame of reference (Section 2) and theoretical
framework and strategic response (Section 3). It then describes the methodological approach
(Section 4), summarizes the appended papers and their interconnected contributions (Section 5),
integrates their findings to address the research question (Section 6), and concludes by presenting
the thesis's key contributions, limitations, and directions for future research (Section 7).



2. Contextual frame of reference

2.1.The circular economy and the textile value chain

The traditional textile value chain follows a linear model in which raw materials are extracted,
transformed into textile products through successive stages of production, distributed to consumers,
and ultimately discarded at the end of their useful life (Schumacher& Forster, 2022). This value
chain comprises product design, raw material production, manufacturing processes such as
spinning, weaving, knitting, and finishing, followed by distribution, retail, consumption, and end
of life activities including collection, sorting, reuse, and recycling (Schumacher& Forster, 2022).
While this linear model has supported the rapid expansion of the global textile industry, it has also
resulted in extensive resource consumption, waste generation, and environmental degradation
(Schumacher & Forster, 2022).

The need for this transition is driven by the textile sector's significant environmental and social
impacts (Kohler et al., 2021; Petrie, 2023). The industry contributes between 2 and 8 percent of
global greenhouse gas emissions, consumes substantial volumes of freshwater, accounts for
approximately 9 percent of microplastic pollution in the world's oceans (Petrie, 2023), and is
associated with persistent social challenges, including risks of forced labor, inadequate wages, and
gender-based exploitation, as women represent a majority of the garment workforce (Petrie, 2023).
These impacts have placed the textile sector at the center of international efforts to address climate
change, biodiversity loss, and pollution (Petrie, 2023; Manshoven et al., 2019).

Within Europe, textiles have been identified as a priority value chain under the Circular Economy
Action Plan (Kdohler et al., 2021; Huygens et al., 2023). The EU Strategy for Sustainable and
Circular Textiles sets the objective that textile products placed on the European market should be
durable, repairable, and circular by 2030 (Hedrich, 2022). In addition, the Waste Framework
Directive requires Member States to establish separate textile collection systems from January
2025, while policy instruments such as Extended Producer Responsibility and Digital Product
Passports are intended to improve traceability and strengthen producer responsibility across the
entire textile value chain (European Commission, 2025).

The circular economy offers an alternative approach by seeking to maintain the value of products,
components, and materials for as long as possible through restorative and regenerative resource
flows (Kohler et al., 2021). Rather than following a one-way progression from production to
disposal, circular systems retain materials within the economy through technical cycles such as
maintenance, reuse, refurbishment, and recycling (Schumacher& Forster, 2022). Within the textile
sector, this fundamental restructuring of the value chain so that textile materials remain in
productive use beyond their initial life cycle (Huygens et al., 2023).



Achieving circularity begins with product design (Koéhler et al., 2021). Circular design aims to
produce textiles that are durable, repairable, and recyclable while reducing the use of hazardous
chemicals and limiting microplastic release (Schumacher& Forster, 2022). Circular production
further emphasizes resource efficiency through waste reduction, improved energy performance,
and the increased use of sustainable or recycled raw materials (Kohler et al., 2021). Extending
product use also represents an important element of circularity by encouraging longer garment
lifetimes through improved care and repair practices (Kohler et al., 2021; Manshoven et al., 2019).
At the end of the use phase, reverse value chain activities, including separate collection and sorting,
determine whether textiles are suitable for reuse or should be directed to recycling processes
(Kohler et al., 2021; Manshoven et al., 2019). Closing the material loop ultimately depends on
scaling fiber to fiber recycling technologies, including mechanical, chemical, and biological
recycling methods capable of converting textile waste into high-quality fibers (Huygens et al.,
2023).

The transition towards circularity also requires new forms of value creation through circular
business models (Dahlbom et al., 2023). These models prioritize retaining the value of products
and materials rather than relying on continual resource extraction (Manshoven et al., 2019).
Examples include sharing and rental platforms, resale and secondhand markets, product as a service
arrangement, and take back schemes through which producers assume responsibility for collecting
and recycling products at the end of their useful life (Kohler et al., 2021).

2.2. Textile recycling as a circular supply chain activity

Textile recycling is a recovery operation through which waste materials are reprocessed into
products, materials, or substances for their original or alternative purposes (Huygens et al., 2023;
Ribul et al., 2021; Dahlbom et al., 2023). Within a circular economy, it represents a key circular
supply chain activity that seeks to close the material loop by returning discarded textiles to
production rather than disposal (Dahlbom et al., 2023; Kohler et al., 2021). The recycling supply
chain typically comprises collection, manual sorting to prioritize reuse, automated sorting
according to fiber composition and color, pre-processing to remove non textile components, and
material recovery through different recycling technologies (Duhoux et al., 2021). Despite growing
interest in circular textiles, less than one percent of textile waste is currently recycled into new
clothing globally (Huygens et al., 2023; Ellen MacArthur Foundation, 2017). Figure 1 illustrates
the textile recycling value chain and highlights the points at which materials are diverted from
closed-loop recycling into open-loop applications.
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Figure 2: Textile recycling value chain key processes

The effectiveness of textile recycling depends largely on the capabilities and limitations of
available recycling technologies (Duhoux et al., 2021). Mechanical recycling is the most mature
and widely applied approach, relying on physical processes such as shredding to recover fibers
(Duhoux et al., 2021). However, repeated mechanical processing shortens and weakens fibers,
resulting in substantial material degradation and the need to blend recycled fibers with virgin
materials to maintain yarn quality (Duhoux et al., 2021). Chemical recycling offers the potential to
recover fibers of virgin equivalent quality by breaking materials down to the polymer or monomer
level (Duhoux et al., 2021; Hedrich et al., 2022). Nevertheless, most chemical recycling
technologies remain at relatively early stages of development and are characterized by high energy
requirements and expensive processing agents (Duhoux et al., 2021; Huygens et al., 2023). Thermal
recycling technologies present additional limitations (Duhoux et al., 2021; Huygens et al., 2023).
Thermomechanical recycling is vulnerable to polymer degradation during melting and processing,
while thermochemical recycling currently functions primarily as an open loop process for fuel and
chemical production rather than textile to textile recycling (Hedrich et al., 2022). The expansion of
these technologies is further constrained by a circular dependency in which investment depends on
stable demand, while demand cannot be secured until recycling capacity has been established
(Duhoux et al., 2021; Huygens et al., 2023).

The performance of recycling technologies is closely linked to the quality of incoming textile waste
(Duhoux et al., 2021; Hedrich et al., 2022). Post consumer textiles are highly heterogeneous,
consisting of mixed fiber compositions, multilayer constructions, and non-textile components such



as buttons, zippers, and rivets (Kohler et al., 2021). Approximately one third of textile waste is
currently unsuitable for fiber-to-fiber recycling because of these complex material combinations
(Duhoux et al., 2021; Hedrich et al., 2022). Elastane represents one of the most significant technical
contaminants, reducing process efficiency across both mechanical and chemical recycling
technologies (Duhoux et al., 2021; Huygens et al., 2023). Other disruptors, including coatings,
laminates, adhesives, and printed finishes, further complicate material recovery (Duhoux et al.,
2021; Huygens et al., 2023). In addition, many discarded textiles contain substances that no longer
comply with current chemical regulations, creating further challenges because mechanical
recycling cannot remove hazardous chemicals that remain embedded within the fibers (Kohler et
al., 2021).

The reverse supply chain also presents significant operational challenges (Kohler et al., 2021;
Huygens et al., 2023; Van Duijn et al., 2022). Existing collection and sorting systems remain
fragmented and are primarily organized around the reuse market, which provides substantially
higher economic returns than recycling (Duhoux et al., 2021; Van Duijn et al., 2022).
Consequently, sorting for recycling often represents a negative business case in which collection
and sorting costs exceed the market value of the recovered material (Duhoux et al., 2021; Kdhler
et al., 2021). Although automated sorting technologies based on Near Infrared spectroscopy are
becoming increasingly available, they continue to face limitations in detecting elastane, dark
colored textiles, and multilayer products, while manual sorting remains unable to accurately
identify complex fiber compositions (Duhoux et al., 2021; Van Duijn et al., 2022).

The commercial viability of textile recycling is further constrained by economic and market
conditions (Huygens et al., 2023; Kohler et al. 2021). Recycled fibers generally remain more
expensive than virgin alternatives because the environmental and social costs associated with
primary fiber production are not reflected in market prices (Duhoux et al., 2021; Huygens et al.,
2023; Kohler et al. 2021). Consumer perceptions that recycled textiles offer lower quality or
durability also reduce willingness to pay premium prices (Kohler et al. 2021; Schumacher &
Forster 2022). At the same time, apparel brands typically require highly homogeneous feedstocks
with very high fiber purity, requirements that existing collection and sorting systems cannot
consistently satisfy (Hedrich et al., 2022; Dahlbom et al. 2023). This mismatch between the
characteristics of available textile waste and the expectations of downstream users remains one of
the principal barriers to scaling textile recycling (Sandberg & Pal 2024; Hedrich et al., 2022).

Information and regulatory challenges further affect the operation of circular textile supply chains
(Kohler et al. 2021; Schumacher & Forster 2022). Information relating to fiber composition and
chemical history is frequently unavailable because product labels are incomplete, damaged, or
cannot be read by automated systems (Kohler et al. 2021; Schumacher & Forster 2022; Hedrich et
al., 2022). The absence of Digital Product Passports therefore limits material traceability and
reduces recyclers' ability to produce consistent outputs (Kohler et al. 2021; Schumacher & Forster
2022). Regulatory requirements also influence the movement of textile waste (Duhoux et al. 2021;



Kohler et al. 2021). In particular, the Waste Shipment Regulation can create administrative burdens
and lengthy permitting procedures for the cross-border movement of sorted textile waste within the
European Union, limiting access to sufficient feedstock for specialized recycling facilities (Duhoux
et al., 2021).

While textile recycling continues to face technological, operational, and material-related
challenges, recyclers have developed technologies, processes, and organizational capabilities to
overcome many of these constraints and establish the production of recycled textile fibers (Duhoux
et al., 2021; Jorgensen et al., 2022). The development of recycling technologies and commercial
production capabilities has therefore increased the availability of recycled fibers in the market
(Duhoux et al., 2021; Jorgensen et al., 2022). Mechanical recycling, in particular, represents a
mature and stable method that has been established for decades and operates at an industrial scale
(Duhoux et al., 2021; Kohler et al., 2021). However, the development of production capacity has
not been matched by the development of downstream markets capable of absorbing these materials
at scale (Huygens et al., 2023; Reike et al., 2023). The availability of recycled fibers does not in
itself ensure their adoption by B2B customers, and limited market uptake can constrain the scaling
and commercial viability of textile recycling (Kohler et al., 2021; Reike et al., 2023). The problem
therefore extends beyond the ability to produce recycled fibers to the ability to develop and sustain
markets for them (McCauley & Jestratijevic, 2023; Reike et al., 2023). This creates a supply—
demand misalignment in which the development of recycled fiber supply is not sufficiently
matched by downstream demand (Reike et al., 2023; Huygens et al., 2023).

2.3. Supply—demand misalignment and market scaling in circular textile recycling

Section 2.2 showed that the expansion of recycling capacity has increased the availability of
recycled fibers without a corresponding development of downstream markets capable of absorbing
these materials at scale. The focal point in this section turns to the demand side and to the resulting
supply—demand misalignment that constrains the development and scaling of markets for recycled
textile fibers.

Demand side conditions further reinforce this imbalance (Huygens et al., 2023; Reike et al., 2023),
as although apparel brands increasingly express interest in recycled fibers to support sustainability
objectives, purchasing decisions remain contingent upon stringent technical and commercial
requirements (Reike et al. 2023; Hedrich et al., 2022). Demand is concentrated on high purity and
homogeneous feedstocks that current collection and sorting systems struggle to supply consistently
(Duhoux et al., 2021; Huygens et al., 2023; Sandberg & Pal, 2024). At the same time, concerns
regarding material consistency, process compatibility, durability, and production scalability
discourage the long-term purchasing commitments required to support investment in industrial
recycling capacity (Huygens et al., 2023; Kdhler et al., 2021; Duhoux et al., 2021). This creates a
circular dependency on which large-scale investment requires stable demand, while stable demand



depends on the availability of reliable large-scale production (Reike et al. 2023; Hedrich et al.,
2022).

The development of circular textile markets therefore depends on strategies that reduce uncertainty
and improve coordination across the value chain (Duhoux et al., 2021; Hedrich et al., 2022). Long
term off-take agreements between recyclers and brands provide greater certainty regarding prices
and volumes, enabling investment in recycling capacity (Duhoux et al., 2021; Hedrich et al., 2022).
Vertical integration and strategic partnerships reduce fragmentation by connecting activities across
collection, sorting, recycling, spinning, and manufacturing while improving material traceability
and information exchange (Hedrich et al., 2022). Market scaling also depends on creating value
beyond technical performance (Kohler et al., 2021). Branding and storytelling strengthen the
identity of recycled fibers and support customer acceptance, while expectation recalibration helps
align customer requirements with the technical capabilities of recycled materials (Pranta et al.,
2025; Duhoux et al., 2021; Jorgensen et al., 2022).

Policy and digital initiatives provide additional support for market scaling (Duhoux et al., 2021).
Extended Producer Responsibility schemes redistribute the financial responsibility for end-of-life
management to producers and can strengthen the economic case for collecting and recycling
textiles that cannot be reused (Huygens et al., 2023; Duhoux et al., 2021). Similarly, traceability
systems and Digital Product Passports improve the availability of information on fiber composition
and chemical content, facilitating more efficient sorting and higher quality recycling (Huygens et
al., 2023; Kohler et al., 2021; Duhoux et al., 2021). Green public procurement can also stimulate
demand by creating an initial market for recycled textile content, thereby supporting the broader
transition towards a circular textile economy (Kohler et al., 2021; Hedrich et al., 2022; Manshoven
etal., 2019).

3. Theoretical framework and strategic response

The persistent failure of markets for recycled textile fibers to develop despite substantial
investments in recycling technologies, expanding production capacity, and increasing regulatory
support suggests that supply—demand misalignment cannot be explained by technological
limitations alone. Rather, understanding this challenge requires explaining how firms develop the
strategic capabilities needed to create markets, understand customer requirements, and align
fragmented value chain activities. This thesis adopts the Dynamic Capabilities View as its
overarching theoretical lens because it explains how firms sense opportunities, seize them through
appropriate strategic actions, and reconfigure organizational and interorganizational resources in
response to unstable and changing market conditions (Teece et al., 1997; Teece, 2007). Within this
overarching framework, Market Orientation explains how firms collect and process market
intelligence and respond to current and emerging market needs by adapting their strategies and
organizational activities to navigate the uncertainties of an immature and turbulent circular market.



Customer Perceived Value complements this perspective by explaining the multidimensional value
that customers associate with recycled textile fibers and how these value perceptions provide
strategic market intelligence that firms incorporate into their decision-making to refine products,
processes, and value propositions. Rather than representing separate explanations, these
perspectives complement the Dynamic Capabilities View by providing a deeper understanding of
the market-oriented mechanisms through which firms sense market changes, seize opportunities
by aligning their offerings with customer value expectations, and continuously reconfigure
organizational and value chain activities to mitigate supply—demand misalignment and facilitate
market creation and market uptake in the circular textile recycling industry.

There is considerable overlap between Market Orientation (MO) and the Dynamic Capabilities
View (DCV), particularly in their shared emphasis on understanding changing markets and
translating market knowledge into organizational responses (Protogerou et al., 2012; Zhou & Li,
2010). MO focuses on generating and disseminating market intelligence and responding to
customers and competitors (Kohli & Jaworski, 1990), while DCV extends this logic by explaining
how firms sense emerging opportunities and threats, seize them through strategic action, and
reconfigure resources and organizational arrangements when existing configurations become
inadequate (Teece et al., 1997; Teece, 2007). This distinction is particularly relevant in the context
of circular textile recycling, where firms must simultaneously respond to existing downstream
requirements and navigate upstream supply-side uncertainties, while also addressing emerging
technologies, uncertain demand, evolving regulations, and changing market structures. Although
MO remains valuable across different environmental conditions, research suggests that the
importance and performance implications of Dynamic Capabilities increase with environmental
turbulence, while their value may be more limited under stable conditions (Wilden & Gudergan,
2015; Schilke, 2014) or structurally altered in hyper-volatile environments (Eisenhardt & Martin,
2000). Thus, rather than treating MO and DCV as competing perspectives, this thesis views them
as complementary: MO helps explain how firms generate, disseminate, and act upon market
intelligence, whereas DCV provides a broader explanation of how firms transform such insights
into strategic decisions and, when necessary, reconfigure organizational and interorganizational
resources. This broader processual scope provides the rationale for adopting DCV as the
overarching theoretical lens of the thesis, while using MO to illuminate the market-oriented
mechanisms through which sensing and responsiveness occur.

3.1. Dynamic Capabilities View (DCYV) as an overarching theoretical lens

The Dynamic Capabilities View (DCV) extends the Resource Based View by emphasizing a firm's
ability to renew and adapt its resource base in response to changing environments (Helfat & Peteraf,
2009; Teece et al., 1997). Rather than focusing on the possession of valuable resources alone, DCV
explains how firms integrate, build, and reconfigure internal and external competencies to sustain
competitiveness under conditions of continuous change (Teece et al., 1997; Helfat et al., 2009).
Dynamic Capabilities are therefore distinguished from ordinary operational capabilities, which



support the efficient execution of routine activities (Teece, 2007; Zollo & Winter, 2002). Instead,
they represent higher order capabilities that enable organizations to modify existing resources,
processes, and organizational structures as market conditions evolve (Winter, 2003; Teece, 2018).

The challenge is therefore not simply to respond to an existing misalignment between supply and
demand, but to continuously manage and reshape the conditions that produce it. Firms operating in
circular textile recycling face changing customer requirements, uncertain material supply, evolving
recycling technologies, regulatory developments, and emerging market structures, while the market
itself remains under development. Addressing such conditions requires firms to identify and
interpret emerging opportunities, mobilize resources to pursue them, and modify existing
organizational and interorganizational arrangements when they no longer support market
requirements. This makes the Dynamic Capabilities View particularly relevant as an overarching
theoretical lens, as it provides a process-oriented explanation of how firms develop, integrate, and
reconfigure resources and capabilities in response to changing conditions (Teece et al., 1997;
Teece, 2007; Helfat et al., 2009).

The Dynamic Capabilities View is commonly organized around three interrelated dimensions:
sensing, seizing, and reconfiguring (Teece, 2007; Quayson et al., 2023). Sensing refers to the
capability to identify opportunities and threats through environmental scanning, market learning,
and the interpretation of information from customers, competitors, and other external actors (Teece,
2007; Sandberg, 2021). Seizing concerns the mobilization of resources to capture identified
opportunities through investments, innovation, and the development of new products, processes,
or business models (Teece, 2007; Teece, 2018). Reconfiguring involves the continuous alignment
and realignment of organizational resources and capabilities to maintain competitiveness as
technologies, markets, and institutional conditions change (Teece, 2007; Helfat & Peteraf, 2009).
Together, these capabilities explain how firms adapt to dynamic environments rather than merely
operate efficiently within them.

The Dynamic Capabilities View has been applied across a wide range of industries, including high
technology (Teece et al., 1997), automotive manufacturing (Jajja et al., 2018), mining (Quayson et
al., 2023), logistics (Clifford Defee & Fugate, 2010), and fashion (Sandberg, 2021). More recently,
it has also been used to examine the transition towards circular economy business models and
circular supply chains (Quayson et al., 2023; Sandberg & Hultberg, 2021; Miller et al., 2025). In
these contexts, Dynamic Capabilities have been associated with organizational resilience (Wong
& Ngai, 2024), sustainability (Wong & Ngai, 2021), innovation, and the ability to scale circular
initiatives (Sandberg & Hultberg, 2021) by continuously adapting organizational resources and
interorganizational relationships.

The Dynamic Capabilities View provides an appropriate theoretical lens for understanding
strategic adaptation within circular textile supply chains. The transition from linear to circular
systems introduces substantial uncertainty regarding material availability, technological



development, customer requirements, and regulatory changes (Wong & Ngai, 2021; Miller et al.,
2025). Addressing these challenges requires firms to continuously sense market developments,
seize emerging opportunities through new business models and investments, and reconfigure
organizational resources and supply chain relationships to support circular material flows (Quayson
et al., 2023). In addition, circular textile supply chains depend on collaboration across multiple
organizations, making the ability to integrate internal and external competencies particularly
important for coordinating material recovery, recycling, and value creation within an evolving
circular ecosystem (Miller et al., 2025; Clifford Defee & Fugate, 2010; Sandberg et al., 2021).
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Figure 3: Dynamic Capabilities View (DCV) in circular textile value chain

While DCV explains how firms purposefully reconfigure and renew capabilities in response to
environmental change, sensing alone provides limited guidance on which market signals to
prioritise and how to translate them into market-aligned action (Hernandez-Linares et al., 2021;
Protogerou et al., 2012). Market Orientation complements DCV by providing the customer and
competitor focus needed to generate, interpret, and disseminate market intelligence, thereby
directing sensing and resource deployment towards changing and latent market needs (Correia et

al., 2021; Hernandez-Linares et al., 2021; Morgan et al., 2009).

3.2. Market Orientation (MO) theory and Its Application to Circular Supply Chain

Market orientation (MO) represents the organizational implementation of the marketing concept
(Kohli & Jaworski, 1990) and provides the cultural and behavioral foundation for creating superior
customer value and achieving sustainable competitive advantage (Narver & Slater, 1990). At its
core, market orientation is concerned with understanding and satisfying customer needs more
effectively than competitors by aligning organizational activities with external market conditions



(Kohli & Jaworski, 1990; Narver & Slater, 1990). Rather than focusing solely on internal
capabilities, it emphasizes the continuous generation of market intelligence concerning current and
future customer needs, the dissemination of this intelligence throughout the organization, and
coordinated organizational responsiveness (Kohli & Jaworski, 1990). In doing so, market
orientation enables firms to adapt their strategies to changing customer preferences, competitor
actions, and regulatory developments (Kohli & Jaworski, 1990).

The concept of market orientation has been developed through two complementary theoretical
perspectives (Kohli & Jaworski, 1990; Narver & Slater, 1990). Narver and Slater conceptualize
market orientation as an organizational culture comprising three behavioural components:
customer orientation, competitor orientation, and interfunctional coordination. Customer
orientation focuses on developing a comprehensive understanding of target customers to create
superior value over time. Competitor orientation concerns the systematic assessment of current and
potential competitors, while interfunctional coordination emphasizes the coordinated use of
organizational resources across functions to deliver customer value (Narver & Slater, 1990). Kohli
and Jaworski (1990) approach market orientation as a set of organizational processes consisting of
intelligence generation, intelligence dissemination, and organizational responsiveness. Together,
these perspectives describe market orientation as both a cultural orientation and an organizational
capability for sensing, communicating, and responding to market developments (Narver & Slater,
1990; Park et al., 2017). More recent developments also distinguish between responsive market
orientation, which addresses expressed customer needs, and proactive market orientation, which
seeks to identify and satisfy latent needs before they become explicit (Narver et al., 2004).

Market orientation has consistently been associated with superior organizational performance
across a wide range of industries (Narver & Slater, 1990; Narver et al., 2004). Previous research
demonstrates positive relationships between market orientation and financial performance,
including profitability, sales growth, and market share (Narver & Slater, 1990; Narver et al., 2004).
It also contributes to innovation by improving the success of new products through a deeper
understanding of customer problems and emerging market opportunities (Narver et al., 2004).
Beyond financial outcomes, market orientation has been linked to higher levels of customer
satisfaction and loyalty, while also strengthening employee commitment, job satisfaction, and
organizational cohesion (Fornell et al., 1996; Kohli & Jaworski, 1990). These outcomes provide
firms with strategic advantages through superior customer value and stronger competitive
positioning (Narver & Slater, 1990; Day & Wensley, 1988).

The applicability of market orientation extends across diverse industrial settings, including
manufacturing (Fornell et al., 1996), commodity industries (Narver & Slater, 1990), financial
services (Day & Wensley, 1988; Ranjan & Foropon, 2021), healthcare (Kohli & Jaworski, 1990),
transportation (Narver et al., 2004), retail (Narver et al., 2004), and consumer goods (Kohli &
Jaworski, 1990; Ranjan & Foropon, 2021). More recently, the concept has gained increasing
relevance in the textile and fashion industries as firms respond to sustainability challenges and the



transition towards circular business models (Dominidiato et al., 2024; Kohler et al., 2021). Within
circular textile supply chains, market orientation provides a useful theoretical perspective for
understanding and addressing supply and demand misalignment (Kdhler et al., 2021). Circular
supply chains are characterized by uncertainty regarding both the availability of recycled materials
and market acceptance of circular products and services (De lima, 2023; Sandberg & Pal, 2024).
The generation and dissemination of market intelligence enable firms to better understand evolving
customer requirements while improving coordination between upstream and downstream actors
(Kohli & Jaworski, 1990; Hartzel & Wood, 2017). Customer and competitor orientation support
the identification of changing value expectations, whereas interfunctional coordination facilitates
the integration of organizational resources required to respond to those expectations (Narver &
Slater, 1990; Day & Wensley, 1988). In fragmented circular value chains, market orientation also
supports collaboration across organizational boundaries by encouraging information exchange and
coordination among designers, manufacturers, recyclers, and other supply chain actors (Duhoux et
al., 2021; Dominidiato et al., 2024; Sandberg & Pal, 2024). Furthermore, proactive market
orientation enables firms to identify and shape latent market needs associated with circular
consumption, including demand for recycled, repairable, and durable textile products (Narver et
al., 2004; Kohler et al., 2021). By reducing information asymmetries and strengthening
coordination across the supply chain, market orientation provides an appropriate theoretical lens
for examining how firms address supply and demand misalignment within the circular textile
recycling industry (Hartzel & Wood, 2017; Sandberg & Pal, 2024; Scarpellini et al., 2020).

Although market orientation has been widely applied to explain how firms generate, disseminate,
and respond to market intelligence across industries (Kohli & Jaworski, 1990; Narver & Slater,
1990; Jaworski & Kohli, 1993; Braunscheidel & Suresh, 2018), its application to textile recycling
remains limited. Consequently, little is known about how recycling firms develop customer
orientation, competitor orientation, and interfunctional coordination to facilitate market formation
within circular textile value chains. Firms operating in an immature circular market need to
understand evolving market conditions and customer requirements, as existing demand may not
provide clear signals about emerging opportunities. Market Orientation (MO) provides a suitable
lens for examining this process because it conceptualizes market intelligence generation, its
dissemination across the organization, and the subsequent organizational response (Kohli &
Jaworski, 1990). This is particularly relevant in emerging markets, where firms may need to
anticipate rather than merely respond to expressed customer requirements. Narver et al. (2004)
distinguish between responsive market orientation, which addresses expressed needs, and proactive
market orientation, which concerns latent needs and emerging opportunities for customer value.
Moreover, Jaworski and Kohli (1993) show that the relevance of market orientation extends across
different environmental conditions, including varying degrees of market turbulence. MO is
therefore an appropriate lens for examining how firms develop and use market knowledge to
identify opportunities and respond to changing market and customer requirements, which is central
to addressing the market-intelligence dimension of supply—demand misalignment.



While Market Orientation enables firms to understand and respond to customer needs and market
conditions, it provides less insight into how customers assess the value of an offering. Customer
Perceived Value complements this perspective by examining how customers evaluate the benefits
and costs that shape their acceptance of circular products.

3.3.Customer perceived value (CPV)

Customer perceived value (CPV) refers to the customer's overall assessment of the utility of a
product or service based on the benefits received relative to the sacrifices incurred (Ranta et al.,
2020; Zeithaml, 1988). In business-to-business markets, it is commonly understood as the
perceived worth of an offering in monetary terms, reflecting the technical, economic, service, and
social benefits obtained in exchange for the price paid relative to competing alternatives (Woodruff,
1997; Kirchberger et al., 2020). Within a circular economy, this perspective extends beyond
conventional value dimensions by considering how recycling, reuse, and resource efficiency
reshape customer expectations and create new forms of value associated with sustainability and
circularity (Sairanen et al., 2024).

Customer perceived value is widely recognized as a strategic source of competitive advantage
because it enables firms to develop offerings that better address customer needs, strengthen long
term business relationships, and support customer satisfaction and loyalty (Sairanen et al., 2024;
Woodruff, 1997). It also provides the foundation for developing effective customer value
propositions and value-based pricing strategies (Geiger & Naacke, 2023; Sairanen et al., 2024). In
circular supply chains, understanding customer perceived value enables firms to align circular
offerings with customer objectives throughout the product life cycle, thereby supporting value
creation while reducing uncertainty associated with circular products and services (Van Boerdonk
etal., 2021).

Recent research identifies seven interrelated dimensions of customer perceived value in circular
business to business markets. Economic value captures cost savings, revenue opportunities, and
financial stability. Functional value concerns product performance, reliability, safety, and customer
specific utility. Relationship value reflects collaboration, joint development, and transparency
between supply chain partners. Identity value relates to the contribution of circular offerings to
corporate image and sustainability positioning. Ethical value reflects the perceived environmental
and social benefits of the offering. Strategic adaptation value captures the ability of firms to prepare
for future regulatory developments and changing market requirements. Finally, systemic value
reflects the contribution of circular offerings to broader industry transformation and the
establishment of new sustainability practices (Sairanen et al., 2024).

Customer perceived value has been applied across a range of business-to-business industries,
including manufacturing (Ranta et al., 2020; Sairanen et al., 2024), healthcare (Van Boerdonk et
al., 2021; Sairanen, 2022), information technology (Lapierre, 2000), construction (Ranta et al.,



2020; Sairanen et al., 2024), energy (Ranta et al., 2020; Sairanen et al., 2024; Sairanen, 2022), and
textiles (Ranta et al., 2020; Sairanen et al., 2024; Sairanen, 2022; Ta et al., 2022). In these contexts,
research distinguishes between transactional and relational value (Mencarelli & Riviére, 2014),
desired and received value (Woodruff, 1997), and value in exchange and value in use (Eggert et
al., 2018; Sairanen, 2022), reflecting the different ways in which customers evaluate products,
services, and long-term business relationships.

Customer perceived value provides an appropriate theoretical perspective for understanding
demand within circular textile supply chains (Sairanen et al., 2024). The adoption of recycled
textile materials depends not only on technical performance but also on how customers evaluate
their economic, functional, environmental, and strategic benefits (Sairanen et al., 2024). Circular
textile offerings, including recycled materials, take-back systems, and closed-loop services, may
require customers to reconsider conventional purchasing criteria (Ranta et al., 2020; Sairanen et
al., 2024). CPV conceptualises these evaluations as multidimensional and context dependent,
capturing how business customers assess offerings across functional, economic, relational, identity,
ethical, strategic, and systemic dimensions. This is particularly relevant for recycled textile fibers,
where perceived value depends on product performance and price, fit with customers’ processes,
contribution to sustainability and brand objectives, availability of reliable and transparent
information, and potential to support longer-term strategic objectives (Sairanen et al., 2024; Pranta
et al., 2025; Petrie, 2023; Kohler et al., 2021). CPV therefore provides a basis for examining how
downstream actors evaluate recycled fibers across these dimensions and how these evaluations
influence adoption and willingness to pay, making it particularly relevant to the customer-value
(demand) dimension of supply—demand misalignment.

While Customer Perceived Value clarifies the benefits and costs that shape market uptake of
circular products (Zeithaml, 1988; Ranta et al., 2020), Vertical Integration shifts the focus to how
firms organize activities across the value chain to deliver these value requirements (Nogueira et al.,
2023; Lin et al., 2014). It therefore provides an organizational mechanism through which identified
customer value can be supported by greater control over critical upstream and downstream
activities (Beal Partyka & Laureano Paiva, 2024).

3.4. Vertical integration as the strategic operationalization of DCV's reconfiguring
dimension

Having established how firms generate market intelligence through Market Orientation and
interpret customer requirements through Customer Perceived Value, the remaining question is how
these insights are translated into organizational action. Within the Dynamic Capabilities View,
reconfiguring involves realigning resources, organizational structures, and interorganizational
arrangements in response to changing conditions (Teece, 2007; Helfat & Peteraf, 2009). In circular
textile supply chains, this requires firms to modify how resources and activities are organized and



coordinated in response to market signals and customer value requirements. Against this
background, this thesis conceptualizes Vertical Integration as an organizational mechanism
through which firms can enact such reconfiguration, rather than as a separate theoretical lens (Liang
et al., 2022; Calzolari et al., 2023).

This conceptualization follows from the organizational characteristics of Vertical Integration,
which enables firms to alter organizational boundaries by internalizing activities and increasing
control over resources across adjacent value-chain stages (Beal Partyka & Laureano Paiva, 2024).
These changes are particularly relevant to circular textile recycling, where fragmented activities,
uncertain feedstock, limited information exchange, and weak coordination can constrain supply—
demand alignment (Kohler et al., 2021). By bringing selected activities under common ownership
and control, VI can facilitate closer coordination of upstream and downstream resources and
activities and support the restructuring of value-chain configurations around market and customer
requirements (Ye & Lau, 2026; Bimpizas-Pinis et al., 2022).

Vertical integration refers to a corporate strategy through which a firm extends ownership and
control across adjacent stages of the supply chain (Liang et al., 2022; Beal Partyka & Laureano
Paiva., 2024). By consolidating two or more supply chain tiers within a single organization,
transactions that would otherwise take place through the market become internal organizational
activities (Bimpizas-Pinis et al., 2022; Beal Partyka & Laureano Paiva., 2024). This reduces
dependence on external actors while increasing control over critical resources, production
processes, and distribution channels (Nogueira et al., 2023; Beal Partyka & Laureano Paiva., 2024).
The strategy may involve upstream expansion through backward integration or downstream
expansion through forward integration, depending on whether firms seek greater control over input
supply or market access (Nogueira et al., 2023). Integration may also be total, encompassing the
entire value chain, or partial, covering selected activities only (Nogueira et al., 2023).

The primary rationale for vertical integration lies in the coordination of advantages created through
common ownership (Beal Partyka & Laureano Paiva., 2024). Unlike contractual collaboration
between independent organizations, vertically integrated firms align incentives through ownership,
enabling centralized decision making and closer coordination of activities across the supply chain
(Liang et al., 2022; Shi et al., 2021). Internalizing transactions also reduce information asymmetries
and opportunistic behavior while allowing firms to make investments in specialized assets tailored
to their production processes (Hansen & Revelio, 2020).

Vertical integration has been associated with several operational and strategic benefits. It can
reduce supply chain uncertainty by securing access to critical inputs and distribution channels,
improving quality control through greater oversight of production activities, and mitigate supply
risks arising from market volatility (Beal Partyka & Laureano Paiva., 2024; Ersahin et al., 2024).
Integrating adjacent supply chain stages also reduces coordination costs and eliminates double
marginalization, thereby improving overall supply chain efficiency (Shi et al., 2021; Lin et al.,



2014). Furthermore, firms with integrated operations often possess stronger capabilities for
developing radical innovations because knowledge generated across different stages of the value
chain can be more readily combined and exploited (Beal Partyka & Laureano Paiva., 2024;
Bimpizas-Pinis et al., 2022).

The strategy has been widely adopted across manufacturing and service industries, including
textiles and fashion (Lin et al., 2014), automotive (Shi et al.,2021), electronics (Hansen & Revelio,
2020; Shi et al., 2021), steel (Printo & Diemer, 2020; Beal Partyka & Laureano Paiva., 2024), food
production (Bimpizas-Pinis et al., 2022), logistics (Nogueira et al., 2023; Beal Partyka & Laureano
Paiva., 2024), and healthcare (Nogueira et al., 2023). In the textile and fashion industry, vertically
integrated firms use the strategy to improve responsiveness to changing customer preferences,
strengthen quality control, and secure access to strategically important raw materials (Lin et al.,
2014; Beal Partyka & Laureano Paiva., 2024).

Within circular textile supply chains, vertical integration represents a strategic response to supply
and demand misalignment (Calzolari et al., 2023). Circular systems require the coordination of
forward production flows with reverse activities such as collection, sorting, recycling, and material
recovery (Shi et al., 2021; Bimpizas-Pinis et al., 2022). Integrating these activities under common
ownership helps align incentives across actors that traditionally operate independently, thereby
facilitating the closing of material loops (Hansen & Revelio, 2020; Shi et al., 2021). Backward
integration enables firms to secure access to secondary raw materials and exercise greater control
over feedstock quality, while forward integration improves responsiveness to market demand and
customer requirements for sustainable products (Shi et al., 2021; Lin et al., 2014). Internalizing
collection, recycling, and manufacturing activities also reduce coordination costs, improve material
traceability, and create direct feedback between recovery operations and product design (Hansen
& Revelio, 2020). In this way, VI can help address the fragmentation, resource uncertainty,
information gaps, and coordination challenges that contribute to supply—demand misalignment in
circular textile recycling (Calzolari et al., 2023; Hansen & Revelio, 2020).

4. Methodology

This section outlines the methodology adopted in this thesis. It begins by presenting the scientific
approach underpinning the study, followed by research design and the methods used to collect and
analyze the empirical material. The section concludes with a discussion of how the research
question is addressed through the appended papers and reflections on the quality of the research.

4.1. Scientific approach and research design

The three appended papers are exploratory in nature, each seeking to develop an understanding of
a distinct aspect of supply and demand misalignment within its empirical context. The qualitative



and interpretive stance remains unchanged throughout the thesis, while the level of analysis moves
from exploring individual phenomena to explaining the mechanisms that connect them through an
abductive theory-elaborating synthesis (Timmermans & Tavory, 2012).

The research is qualitative and interpretive in nature, with particular emphasis placed on
understanding how industry actors perceive, interpret, and construct value and strategy (Busetto et
al., 2020; Easton, 2010). It adopts an interpretive epistemology by seeking to understand
organizational phenomena through the meanings participants assign to them within their specific
contexts, with these accounts interpreted through iterative engagement between the empirical
material and theory (Busetto et al., 2020; Easton, 2010; Pope and Mays, 1995). A qualitative
approach is considered appropriate for investigating how firms leverage strategic capabilities and
why particular structural choices, such as vertical integration, are made, since the research seeks to
explain the operational mechanisms through which strategic capabilities contribute to supply and
demand alignment rather than to measure their frequency or incidence (Busetto et al., 2020; Easton,
2010; Ghauri & Firth, 2009). Since purchasing decisions and value assessments are shaped by the
subjective and often divergent perceptions of different supply chain actors, the complexity of this
fragmented, multi-actor value chain, where technical, commercial, and regulatory factors are
closely intertwined, makes it necessary to study the phenomenon within its real-world context
(Eisenhardt, 1989; Busetto et al., 2020; Easton, 2010; Ghauri & Firth, 2009; Yin, 2013)and to
capture the heterogeneous ways in which these actors construct and evaluate value. This flexibility
also allowed the theoretical focus to be adjusted as empirical insights emerged, as illustrated in
Paper 11, where the analytical focus shifted from a supplier-dominated perspective to a customer-
oriented one once the data revealed that apparel brands prioritized factors such as material purity
and traceability (Eisenhardt, 1989; Dubois and Gadde, 2002; Busetto et al., 2020). In addition, the
qualitative design facilitated rich descriptions of organizational practices, thereby supporting
transferability by enabling other circular initiatives to assess the applicability of the findings within
their own contexts (Busetto et al., 2020; Sofaer, 1999; Meyer, 2001; Yin, 2013).

The compilation thesis adopts an abductive theory elaborating synthesis to develop an integrated
explanation from the findings of the three appended papers (Ketokivi & Choi, 2014). For instance,
whereas Market Orientation theory conventionally defines the construct as a firm's responsiveness
to existing, expressed customer needs (Kohli & Jaworski, 1990; Narver & Slater, 1990), the
empirical findings across the papers revealed that recycling firms actively shape and create demand
rather than merely respond to it, prompting a reconceptualization of MO as a market-forming rather
than a reactive capability (Hoon, 2013; Ketokivi & Choi, 2014; Timmermans & Tavory, 2012).
Similarly, while Paper I identifies vertical integration as a market-oriented strategic choice, the
findings of Paper III reveal it operating as a capability-level microfoundation, requiring the
theoretical positioning of vertical integration to be adjusted according to the level of analysis at
which it is examined (Ketokivi & Choi, 2014; Timmermans & Tavory, 2012; Hoon, 2013). Rather
than analyzing new empirical material, the synthesis reinterprets the findings of the appended
papers to examine how the capabilities and mechanisms identified in each study relate to one



another (Hoon, 2013). This shifts the level of analysis from understanding individual phenomena
within separate empirical settings to explaining the mechanisms that connect them, resulting in a
coherent theoretical explanation of how firms leverage strategic capabilities to mitigate supply and
demand misalignment and facilitate market uptake (Ketokivi & Choi, 2014; Hoon, 2013).

4.2. Sample selection

Sample selection was carried out in three stages, corresponding to the three complementary
perspectives through which this thesis examines supply—demand misalignment in the circular
textile recycling industry. The three samples were therefore selected to address different but
interconnected aspects of the same problem rather than to examine three separate research
problems. The first sample comprised textile recycling firms and provided a firm perspective
through which to examine Market Orientation and how firms develop and use market-oriented
capabilities to address supply—demand misalignment. The second sample comprised apparel brands
and fabric manufacturers, representing the B2B customer side of the recycler—customer dyad, and
provided a customer perspective through which to examine Customer Perceived Value and
understand how customers evaluate and perceive the value of recycled textile fibers. The third
sample consisted of a single vertically integrated textile recycling company and provided an
organizational and supply-chain perspective through which to examine Dynamic Capabilities and
the role of vertical integration in coordinating activities across the value chain. Together, the three
samples reflect the three mechanisms examined in this thesis and are necessary for developing an
integrated understanding of supply—demand misalignment in circular textile recycling.

For the first paper, a database containing 118 textile recycling companies worldwide, along with
the contact information of their representatives, was already available. Firms listed in this database
were subsequently contacted via email and LinkedlIn, targeting the most informed contact persons
within each organization. Of the firms approached, 22 confirmed their participation and were
interviewed online, with each interview lasting approximately one hour. For the second paper,
sample identification was more time-consuming, as no pre-existing database of relevant apparel
and clothing brands and fabric manufacturers was available; a dedicated database was therefore
compiled independently for this study. The sample was further complemented by the two
supervisors, who contributed additional brands drawn from their own professional networks,
resulting in a final sample of ten companies spanning diverse geographical contexts, including
Sweden, India, Sri Lanka, and the United States. For the third paper, a single case company was
purposefully selected from among the firms that had participated in the primary data collection of
the first paper. This company was chosen due to its distinctive, vertically integrated position within
the textile recycling value chain, which made it particularly suitable for an in-depth, exploratory
case study.



4.3. Collection of empirical material

The empirical foundation of this thesis draws on four distinct methods of data collection, deployed
in varying combinations across the three appended papers. Semi-structured interviews constitute
the primary method throughout, complemented by secondary data, follow-up communications, and
on-site observations. The use of multiple data sources within and across the papers serves the
purpose of data triangulation, a strategy widely recognized as strengthening the credibility and
trustworthiness of qualitative research by allowing findings to be corroborated from more than one
angle (Denzin, 1978; Patton, 2014). Semi-structured interviews were chosen as the principal
method across all three papers because they allow the researcher to pursue a predetermined set of
thematic questions while retaining sufficient flexibility to probe emergent issues, follow up on
unanticipated responses, and capture the nuanced, experience-near accounts of informants
(Brinkmann & Kvale, 2015; Bell et al., 2022). This flexibility is particularly valuable in an
empirical field such as textile recycling, where practices, terminology, and organizational
arrangements vary considerably across firms and are not yet well codified in the literature.

Table 1: Overview of methods for collecting and analyzing empirical material

Paper Source of data Empirical material Methods for collection | Methods for | Analytical level
analysis
Paper 1 Most informed | Interviews Semi-structured online | Qualitative Firm/organizational level —
company interviews thematic textile recycling firms
decision Industry information, analysis
makers-Textile firm profiles Desktop investigation
recycling firms
Corporate
websites, grey
literature Conceptual insights, | Literature review
(industry methodological
reports),  and framev.vor.ks, evidence-
secondary based insights
sources
Scientific
articles
Paper 2 Most informed | Interviews Semi-structured online | Qualitative Firm/organizational level —
company interviews thematic apparel brands and fabric
decision analysis manufacturers (B2B
makers- Apparel customer)
brands, fabric
manufacrurers Industry  information,
firm profiles Desktop investigation
Corporate o ) )
websites, grey Conceptual insights, | Literature review
literature methodological
(industry frameworks, evidence-
reports), and based insights
secondary
sources




Scientific
articles

Paper 3

Most informed
company
decision makers
(Innovation,
Production,
Knitting,  and
Spinning

Interviews

Operational data, process
maps

Semi-structured online
interviews

On- site observations

Qualitative
thematic
analysis

Organizational

and

interorganizational levels —

vertically
company and
network

integrated  case

its supply

Managers) at the
case company | Validated supply chain
"TexRec" maps and technical
sorting/recycling details

Follow-up email

communications

Innovation
Manager  and
Kanitting
Manager

4.3.1. Interviews (primary empirical data)

The primary source of empirical material consists of semi-structured interviews. This method is
well suited to exploratory research as it enables the collection of rich, in-depth data while allowing
flexibility to adapt questions during the interview and tailor discussions to the specific context of
each participant (Galletta, 2013; Yin, 2012). By encouraging participants to draw on their own
experiences and perspectives, semi-structured interviews also facilitate the emergence of new
insights that may not have been anticipated at the outset of the study (Brinkmann & Kvale, 2015).
Each interview guide was grounded in a distinct theoretical framework matched to its paper's
research question. Paper 1 drew on Market Orientation theory, organizing questions around its
three components of customer orientation, competitor orientation, and inter-functional
coordination. Paper 2 was built on the Customer Perceived Value framework, extended into
circularity-driven CPV, and covered value dimensions including economic, functional, relational,
identity, ethical, strategic adaptation, and systemic value. Paper 3 relied on the Dynamic Capability
View, following Teece's (2007) account of Dynamic Capabilities as a firm's ability to sense, seize,
and reconfigure resources under changing conditions, with questions directed at vertical integration
led capabilities across the product process, supply network, and relationship levels (see Appendix
A, B and C).

Across the three papers, a total of 40 interviews were conducted. Paper I draws on 22 interviews
selected from an initial pool of 118 textile recycling firms engaged exclusively in textile-to-textile
recycling and operating in either or both mechanical and chemical recycling. Within each
participating firm, only the most informed respondent, typically a CEO, founder, or sustainability
manager, was interviewed, on the basis that this person held the clearest overview of business
strategy and the authority to speak to organizational challenges. This criterion mattered for data
richness. These interviews were conducted online between August 2024 and January 2025, each
lasting between 30 and 60 minutes, and were audio recorded with participants' consent before being



transcribed and manually checked against the recordings for accuracy. Paper 2 is based on 10
interviews with senior decision makers at apparel and clothing brands and manufacturers in
Sweden, India, Sri Lanka, and the United States. Respondents were again selected at the decision-
making level, since the study needed people positioned to judge how recycled fibers are evaluated
and adopted within their organizations. These interviews were also conducted online, during June
to December 2025, and lasted around an hour on average. Paper 3 differs in design, relying on eight
interviews within a single case company, TexRec. Five of these were repeated conversations with
the Innovation Manager over three years, chosen for her central role in and detailed knowledge of
the firm's recycling processes and capability building, while the remaining three interviews, with
the Production, Knitting, and Spinning Managers, were included to capture perspectives from each
function involved in the vertically integrated operation. This combination gave the paper both
longitudinal depth from one informant and cross functional breadth from several, which the other
two papers, built on single conversations with a larger number of firms, could not offer in the same
way. At least part of this data collection took place in person, during a field visit to TexRec's facility
in Morocco, where interviews were complemented by direct observation of operational practices
and by field notes.

4.3.2. Desktop investigations (secondary empirical data)

A second source of empirical material was generated through the review and evaluation of publicly
available digital documents, including grey literature, company websites, and industry reports, to
elicit meaning and develop empirical knowledge. This method, referred to as desktop
investigations, is a non-reactive approach that focuses on the selection of social facts recorded
without researcher intervention, providing an efficient means of contextualizing findings and
addressing gaps where traditional academic scholarship is limited (Bowen, 2009; Adams et al.,
2017). Desktop investigations, also described as rigorous document analysis (Bowen, 2009) and
grey literature review (Adams et al., 2017), were conducted to complement the primary data
sources and provide methodological triangulation (Denzin, 1978).

The approach served as a preparatory step for developing contextual understanding, informing the
research design and interview guide prior to primary data collection, and enhancing triangulation
and research credibility. In Papers I and II, desktop investigations consisted of a systematic review
of industry reports and were undertaken prior to the interviews. This included examining each
company's portfolio through corporate websites and publicly available industry and company
reports. In Paper III, desktop investigations supported data triangulation and strengthened research
credibility as part of a multi-method approach combining interviews, on-site observations, follow-
up communications, and secondary documents, including company websites, published videos, and
company reports (Lincoln & Guba, 1985). Company websites were reviewed to gather information
on the organization of supply chain activities and processes, while published videos and company
reports were examined to develop an understanding of company operations and supply chain
organization as part of the secondary empirical material.



4.3.3. Literature review (conceptual and theoretical foundation)

A literature review extends beyond summarizing existing studies by critically engaging with the
literature to inform the research process. It establishes the research context, justifies the research
problem, supports the development of research questions and theoretical framing, and positions the
study within the existing body of knowledge (Hart, 2018). By synthesizing evidence across
multiple studies, it identifies established knowledge as well as gaps requiring further investigation
(Snyder, 2019). An effective literature review is concept-centric, organized around key concepts
and theoretical frameworks rather than as an author-by-author summary of individual studies
(Webster & Watson, 2002).

The literature review across the three papers served several purposes. It began with the literature
on the circular economy and textile recycling to establish the research context and identify gaps in
existing knowledge. In Papers I and II, the review also informed the formulation and refinement of
the research problems and research questions. Relevant studies were examined to understand how
similar research problems had been addressed, which theoretical lenses had been applied, whether
the textile recycling context had previously been investigated, and what methodological approaches
and samples had been used. This process provided a broader understanding of the research problem
and helped position the studies within the existing body of knowledge. Given the limited business
research on textile recycling and the relatively small body of literature on the circular economy in
this context, the review for Papers I and II was extended to studies on recycling industries such as
plastics and metals. Examining how similar challenges had been addressed in these contexts
provided valuable insights and inspiration for the development of the studies, although these
broader reviews are not explicitly reflected in the papers themselves. In all three papers can be
observed that a narrative, theory-driven literature review organized around the central concepts
underpinning each study was employed. The reviews synthesize relevant conceptual and empirical
literature to establish the theoretical foundation and identify the research gap. For example, Paper
I demonstrates that market orientation has been widely applied to address supply and demand
misalignment in other industries but remains unexplored in textile recycling. Similarly, Paper III
shows that the role of vertical integration in circular supply chains is both theoretically
underdeveloped and empirically unexplored, thereby justifying the study through the lens of
Dynamic Capabilities.

4.3.4. On-site observations (third paper only)

A field visit (or on-site observation) enables researchers to move beyond a single method by
directly examining how activities are carried out in their natural setting. Combined with interviews
and documentary evidence, they contribute to methodological triangulation, strengthen the
credibility of the findings, and reduce reliance on potentially incomplete or inaccurate accounts
provided through interviews or documents alone (Patton, 2014).



In Paper III, an on-site observation was conducted through a three-hour field visit to TexRec's
production facility in Morocco. During the visit, the sorting and production processes were
observed firsthand and documented through systematic field notes. Direct observation of this kind
is a well-established means of gaining access to operational routines and tacit practices that
informants may not fully articulate in interviews alone and is considered particularly valuable in
single-case research designs (Eisenhardt, 1989; Yin, 2018).

4.4. Analysis of empirical material

Across the three appended papers, the empirical material was analyzed using thematic analysis
following a two-stage coding process, beginning with inductive open coding and followed by a
theory informed round of coding guided by market orientation in Paper I, customer perceived value
in Paper I, and the Dynamic Capabilities View in Paper III. In Paper III, this process was applied
to interview, observational, and documentary material as an integrated dataset to support the case
study design and data triangulation.

Thematic analysis is a qualitative method used to identify, analyze, and interpret patterns of
meaning across a dataset (Braun & Clarke, 2006; 2022). Rather than being tied to a particular
methodological tradition, it is a flexible analytic method that can be applied within different
theoretical and epistemological perspectives, provided that these are clearly articulated and remain
consistent throughout the research process (Braun & Clarke, 2006; 2021). Its primary aim is not
simply to summarize the data but to develop themes that capture shared patterns of meaning
relevant to the research question and support the construction of a coherent analytical account
(Braun & Clarke, 2013, 2019). Owing to its flexibility, thematic analysis can be applied to a wide
range of qualitative materials, including interviews, observations, documents, and secondary
qualitative data, making it particularly suitable for studies that seek to integrate evidence from
multiple sources while maintaining methodological coherence (Braun & Clarke, 2006, 2014).

Thematic analysis was selected because of its flexibility and suitability for identifying patterns of
meaning across qualitative datasets while accommodating different theoretical perspectives (Braun
& Clarke, 2006; 2017). It is also well suited to studies involving multiple interviews and diverse
qualitative materials (Braun & Clarke, 2014). Following Braun and Clarke's (2006) six phase
approach, the analysis began with familiarization with the data through an iterative process of
literature review, manual transcription, and verification of interview transcripts. The empirical
material was then coded hybrid; it started inductively to remain open to themes generating from
the data, consistent with the exploratory purpose of the appended papers (Braun & Clarke, 2006;
2019). A second round of coding was subsequently informed by the theoretical framework adopted
in each paper, namely market orientation in Paper I, customer perceived value in Paper II, and the
Dynamic Capabilities view in Paper III (Braun & Clarke, 2006; 2021). Qualitative analysis
inevitably involves both inductive and deductive elements, since researchers cannot interpret



empirical material independently of their prior knowledge and theoretical understanding (Braun &
Clarke, 2021b). The resulting codes were reviewed and generated into themes, which represented
patterns of shared meaning a central organizing concept (Braun & Clarke, 2013; 2021). Throughout
the analytical process, coding decisions and theme development were discussed among the authors
to enhance the credibility of the analysis. The final stage involved integrating the themes with
quotes and evidences to produce an analytical narrative that moved beyond description to interpret
the meaning and significance of the findings (Braun & Clarke, 2022). Across all three papers, an
essentialist (realist) perspective was adopted, assuming that participants' accounts provide
meaningful access to organizational phenomena and that strategic capabilities, customer value
dimensions, and organizational practices can be identified and interpreted through qualitative
analysis (Braun & Clarke, 2022).

4.5. Research quality

Research quality was established through a combination of methodological rigor, triangulation,
and transparency throughout the research process (Mays & Pope, 2000; Tracy, 2010; Braun &
Clarke, 2022). The theoretical constructs underlying each paper were operationalized by
systematically aligning the interview questions with the key components of Market Orientation,
Customer Perceived Value, and the Dynamic Capabilities View. This approach helped ensure that
the empirical material reflected the relevant aspects of each theoretical construct and thereby
strengthened the construct validity of the study (Yin, 2013). Across all three papers, the empirical
material was analyzed using Braun and Clarke's (2022) six phase thematic analysis, progressing
from inductive open coding to theory informed coding guided by the respective theoretical
framework of each study. Coding decisions, theme development, and interpretations were
discussed among the authors throughout the analysis to strengthen analytical credibility. All
interview transcripts were manually transcribed and verified against the original recordings to
ensure the accuracy of the empirical material and provide a transparent audit trail (Mays & Pope,
2000; Tracy, 2010). Research quality was further strengthened through criterion based expert
sampling, targeting the most knowledgeable informants in each study, and through broad variation
in organizational contexts, recycling methods, firm characteristics, and geographical settings where
relevant (Mays & Pope, 2000). Paper III further enhanced credibility through methodological
triangulation by integrating interviews, on site observations, follow up communications, and
documentary material (Mays & Pope, 2000; Tracy, 2010), while interpretations were discussed
with company representatives to verify the accuracy and plausibility of the findings (Tracy, 2010).
Collectively, these procedures enhanced the credibility, rigor, transparency, and relevance of the
research (Mays & Pope, 2000; Tracy, 2010).

5. Summary of appended papers



Accordingly, the purpose of this section is to summarize each of the three appended papers and to
clarify how their respective findings contribute to answering the thesis's overall research question.

5.1.Papar I: Exploring the Role of Market Orientation in Aligning Supply and Demand
in the Textile Recycling Value Chain

Authors and title

Daneshzad, G., Pal, R., & Dissanayake, K. (Unpublished manuscript/ Manuscript under review).
Exploring the role of market orientation in aligning supply and demand in the textile recycling
value chain.

Status of manuscript

An earlier version of this paper was presented at the 10th International Conference on New
Business Models (NBM 2025), held in Reykjavik, Iceland, on 25-26 June 2025, and published in
the conference proceedings as: Daneshzad, G., Pal, R., & Dissanayake, K. (2025). Exploring the
role of market orientation in aligning supply and demand for textile recycling (p. 608). Proceedings
of the 10th International Conference on New Business Models.
https://doi.org/10.33112/TYEU6589.

Research focus and methodological approach

The purpose of this paper is to explore how market orientation (MO) can be applied to resolve
supply—demand misalignment in the textile recycling value chain. The study draws on MO theory,
specifically the three-component framework of customer orientation, competitor orientation, and
interfunctional coordination developed by Narver and Slater (1990) and Kohli and Jaworski (1990),
operationalizing these components within the circular supply chain context to examine how
recycling firms sense and respond to market signals. An exploratory qualitative design was
adopted, with empirical material collected through semi-structured interviews with 22 textile
recycling companies across Europe, Asia, Africa, and Australia. Participants were the most-
informed decision-makers within each firm, including CEOs, founders, and sustainability
managers. Interviews were conducted between August 2024 and January 2025 and analyzed
thematically.

Key findings and contribution to the overarching thesis



The findings identify nine MO strategies spanning all three components of the framework.
Customer orientation is shown to shift from passive demand identification toward active demand
co-creation, achieved through mechanisms such as pre-market validation and expectation
recalibration. Competitor orientation moves beyond price-based positioning toward differentiation
grounded in legitimacy, compliance capability, and process reliability. Interfunctional coordination
emerges not as a supporting function but as the foundational architecture through which technical,
commercial, and regulatory knowledge is integrated across actors and geographies. Collectively,
these findings reconceptualize MO as a systemic, market-forming capability rather than a set of
reactive firm-level behaviors. In relation to the thesis, Paper I provides the empirical instantiation
of the sensing dimension within the Dynamic Capabilities framework: it demonstrates how firms
detect and interpret market-side signals under conditions of profound uncertainty, thereby
establishing the empirical foundation on which Papers II and III build.

5.2. Paper 1I: Understanding Customer Perceived Value in Circular Products Uptake in
the Textile Industry

Authors and title

Daneshzad, G., Pal, R., & Dissanayake, K. (Unpublished manuscript). Understanding Customer
Perceived Value in Circular Products Uptake in the Textile Industry.

Status of manuscript

An earlier version of this paper was presented at the 11th International Conference on New
Business Models (NBM 2026), held in Toulouse, France, on 29 June- 1July 2026, and published
in the conference proceedings as: Daneshzad, G., Pal, R., & Dissanayake, K. (2026).
Understanding Customer Perceived Value in Circular Products Uptake in the Textile Industry. (p.
608).

Research focus and methodological approach

The purpose of this paper is to examine how customer perceived value (CPV) shapes the uptake of
recycled textile fibers among B2B customers, and how misalignments between supplier offerings
and customer value perceptions perpetuate the broader supply—demand gap. The study is grounded
in established CPV theory, drawing on Woodruff (1997) and Anderson and Narus (1998), and
extends this foundation through the circularity-driven CPV model of Sairanen et al. (2024), which
identifies value across economic, environmental/ethical, technical/operational, symbolic/brand-



related, and strategic dimensions. A qualitative exploratory design was used, with data collected
through semi-structured interviews with senior decision-makers across apparel brands, fabric
manufacturers, and fiber producers spanning several geographies, and analyzed thematically to
surface patterns across respondents.

Key findings and contribution to the overarching thesis

The findings show that perceptions of value are heterogeneous across actor types: smaller
manufacturers emphasize direct cost advantages, while larger global brands foreground financial
viability and scalability; technical and operational value centers on virgin-quality performance,
traceability, and regulatory readiness; environmental and ethical value is tied to demonstrable
impact reduction rather than the recycled label itself; symbolic value arises through storytelling
and brand authenticity; and strategic value is co-created through long-term, trust-based supplier
relationships. In relation to the thesis, Paper II occupies a distinctive theoretical position: rather
than constituting a dynamic capability in its own right, CPV functions as the interpretive substrate
between sensing and reconfiguring. It is what firms' sensing mechanisms (Paper I) must interpret,
and what their reconfiguring mechanisms (Paper III) ultimately act upon, thereby explaining why
market signals sensed by firms do not automatically translate into aligned supply and demand.

5.3. Paper I1I: From Fragmentation to Integration: The Role of Vertical Integration in
Mitigating Supply-Demand Misalignments in Textile Recycling Supply Chains

Authors and title

Pal, R., & Dissanayake, K., Daneshzad, G. (Unpublished manuscript). From Fragmentation to
Integration: The Role of Vertical Integration in Mitigating Supply-Demand Misalignments in
Textile Recycling Supply Chains

Status of manuscript

The manuscript has not yet been submitted for publication.

Research focus and methodological approach

The purpose of this paper is to examine how a vertically integrated textile recycler develops and
deploys Dynamic Capabilities to mitigate supply—demand misalignment in an otherwise



fragmented recycling supply chain. The study combines vertical integration (VI) theory with the
Dynamic Capabilities View (Teece, 2007), the latter offering a lens through which VI is understood
as a purposeful reconfiguration through which firms sense opportunities, seize them through
strategic investment and partnership, and reconfigure resources to sustain alignment under
uncertainty. An in-depth, single-firm qualitative case study was conducted in TexRec, a fully
vertically integrated textile recycler. Data were collected between 2022 and 2025 through semi-
structured interviews with key operational managers, a site visit, field notes, and company
documentation, and analyzed by combining open coding with the DCV framework as an analytical
overlay.

Key findings and contribution to the overarching thesis

The findings show that VI-led Dynamic Capabilities operate across three interconnected levels:
product-process, supply network, and relationship. Three theoretical propositions emerge: vertical
integration mitigates supply—demand misalignment and coordination failures in fragmented
circular supply chains; a hybrid structure combining internal integration with selective strategic
partnerships enhances resilience; and vertical integration enables recyclers to reposition themselves
from waste processors to value-creating producers. In relation to the thesis, Paper III provides the
empirical account of reconfiguring, the third element of the sensing—seizing—reconfiguring arc. It
demonstrates how the market understanding generated through sensing (Paper I) and interpreted
through CPV (Paper II) is translated into structural action, thereby completing the thesis's
integrated capability system for mitigating supply—demand misalignment and facilitating market
uptake.

Table 2: Overview of appended papers

Paper Purpose Empirical Material Main findings How does each paper inform

the Kappa?

Paper 1 Explores how the strategic | Interviews, Industry | Identifies nine MO | Identifying Market
application ~ of  market | information, firm profiles, | strategies textile | Orientation (MO) as a
orientation  can  resolve | Conceptual insights, | recyclers use for S-D | wparket-forming and market-
persistent  supply-demand | methodological —frameworks, m%f‘a 11%_11 ment d Ket stabilizing capability" that
misalignments within the | evidence-based insights rfglrrlngi?l;n and marke moves beyond mere
textile recycling value chain MO reconceptualized as | responsiveness to actively

a  market shaping | construct circular markets
strategy/capability

rather than a set of

reactive firm-level

behaviors

Paper 2 Investigates how customer | Interviews, Industry | Heterogeneity of | Positioning the management
perceived  value (CPV) | information, firm profiles, | perceived value in | of Customer Perceived Value
among apparel brands and | Conceptual insights, | recycled  fibers & | (Cpy)as the critical factor for

. . circular practices across . .
manufacturers influences the | methodological —frameworks, the supply chain; commercial adoption
market uptake of circular | evidence-based insights Five dc;mina nt
products and the alignment dimensions of values:
of supply and demand in the economic,
textile recycling sector environmental/ethical,

technical/operational,
symbolic and strategic.




Paper 3

Examines how  vertical
integration, conceptualized
as a form of dynamic
capability, facilitates the
mitigation of supply-demand
misalignments by
synchronizing upstream and
downstream activities in a
fragmented recycling supply
chain

Interviews, Operational data,
process maps, Validated supply
chain maps and technical
sorting/recycling details

VI-led Dynamic
Capabilities operate
across three
interconnected  levels:
product-process, supply
network, and
relationship;

VI reduces S-D
misalignment through

improving coordination

Informs the structural and
operational elements of RQ
by conceptualizing Vertical
Integration (VI) as a form of
dynamic capability

5.4. Synthesis of the Papers’ Theoretical and Strategic Contributions

Although each appended paper draws on a distinct theoretical lens, the three studies are not
independent inquiries into supply—demand misalignment but conceptually interconnected,
interdependent components of a single explanatory argument. Table 3 summarizes how the three
papers provide complementary theoretical and strategic insights into mitigation of supply—demand

(S-D) misalignment. Paper 1 draws on Market Orientation (MO) to examine market-intelligence
activities, particularly how firms generate, disseminate, and respond to knowledge about customers
and market conditions. This primarily informs the sensing dimension of the Dynamic Capabilities
View (DCV) by explaining how firms identify and interpret market opportunities and changes.
Paper 2 uses Customer Perceived Value (CPV) to examine how customers evaluate the value of
circular textile products, thereby complementing sensing by specifying how market knowledge is
interpreted through customer value perceptions and informing firms’ ability to identify value gaps
between supply and demand. Paper 3 focuses on Vertical Integration (VI) as a strategic response,
showing how firms coordinate and internalize activities across the value chain to translate market

and customer insights into action. This complements the seizing and reconfiguring components of
DCYV by enabling firms to align resources, activities, and relationships across fragmented value-

chain stages.

Table 3: Papers’ insights for the DCV framework and supply—demand alignment

Papers Theory Activity/Mechanism How it informs DCV Contributions to mitigate
/strategic S-D misalignment
response

Paper 1 MO Explains the market- | Customer orientation and competitor | Reduces demand

understanding mechanism. | orientaiton inform market-sensing; uncertainty
interfunctional ~ coordination  informs
reconfiguration

Paper 2 CPV Explains the customer value | Informs sensing/ customer-oriented section | Reduces customer-

mechanism. of market orientation supplier value gaps;
reduces market rejection
risk

Paper 3 VI/DCV VI  explains one concrete | Provides an organizational mechanism | Reduces supply

structural response to | through which reconfiguration can be | uncertainty
fragmentation; enacted

DCV explains the broader process

of  sensing, seizing, and

reconfiguring




6. Analysis and discussion

This section integrates the findings of the three appended papers through the Dynamic Capabilities
framework to develop an explanation of how firms mitigate supply—demand misalignment (Teece
et al., 1997; Teece, 2007). Paper I, explains how firms generate and use market knowledge to
identify and shape market opportunities, while Paper II explains how customer perceived value
reveals the requirements that shape demand for recycled textile fibers. Paper III then shows how
firms translate these market and customer insights into organizational and value chain
arrangements through vertical integration.

6.1. Addressing the challenge of creating demand and generating market knowledge in an
emerging market

The findings of Paper I show that the supply—demand misalignment in textile recycling cannot be
understood solely as a problem of insufficient demand. Rather, the challenge lies in the absence of
a sufficiently developed market for recycled textile fibers. In emerging circular markets, firms
cannot rely on existing demand signals because customer preferences, quality expectations, and
purchasing routines are still evolving. Consequently, market formation requires firms to move
beyond responding to demand and instead actively participate in creating and shaping it.

Market Orientation provides a theoretical perspective for understanding how this process occurs.
Rather than viewing market orientation as a reactive capability centered on identifying existing
customer needs, the findings demonstrate that it also enables firms to influence market
development through continuous interaction with customers and other value chain actors (Kohli &
Jaworski, 1990; Narver & Slater, 1990). This extends the role of market orientation from
responding to markets to participating in their formation.

The findings identify several complementary mechanisms through which this market-forming
process takes place. First, firms reduce uncertainty through collaborative product development.
Instead of developing recycled fibers independently and introducing them to the market once
production is complete, recyclers involve customers throughout the development process. New
materials are tested, evaluated, and refined jointly before commercial production begins. This
iterative process allows technical solutions to evolve alongside customer expectations while
reducing the commercial risk associated with introducing unfamiliar materials.

Second, the findings show that firms actively recalibrate customer expectations. Recycled materials
often differ from virgin fibers in appearance or performance, creating a gap between technical
feasibility and customer expectations. Rather than treating this gap as a technical limitation alone,
firms employ communication strategies that translate complex production characteristics into
understandable narratives. By explaining the opportunities and limitations of recycled materials,
firms gradually align customer expectations with what can realistically be delivered.



Third, firms engage directly with potential customers through exhibitions, industry events, and
international roadshows. These activities provide opportunities to present recycled materials,
obtain immediate feedback, and incorporate customer responses into subsequent product
development. Rather than functioning solely as promotional activities, these interactions become
mechanisms for generating market intelligence while simultaneously increasing customer
familiarity with recycled textile fibers.

Finally, the findings highlight the importance of strategic partnerships throughout the value chain.
Collaboration with upstream suppliers improves understanding of future material availability,
while downstream collaboration with brands provides insight into evolving market requirements.
These partnerships reduce uncertainty for both recyclers and customers by supporting shared
planning and facilitating more informed investment decisions.

Taken together, the findings suggest that demand creation in circular textile recycling is an active
rather than passive process. Firms do not simply identify existing customer needs; they contribute
to developing the conditions under which demand can emerge. Market orientation therefore
functions as a strategic capability that enables firms to generate market intelligence, engage
customers in market development, and reduce uncertainty through collaboration. However,
creating demand also depends on understanding what customers actually value when evaluating
recycled textile fibers. Identifying these value dimensions therefore becomes the next step in
explaining how supply—demand misalignment can be addressed, which is examined in the
following section through the customer perceived value perspective.

6.2. Addressing the challenge of understanding customer value & market knowledge in
circular textile recycling

The findings presented in Paper II demonstrate that creating demand for recycled textile fibers
depends on a clear understanding of how customers evaluate circular offerings. While Paper 1
showed that firms must actively participate in market formation, the findings also indicate that such
efforts cannot succeed unless they are grounded in an understanding of the value criteria that shape
purchasing decisions. The second empirical challenge therefore concerns identifying what
downstream customers perceive as valuable when considering recycled textile materials.

Customer Perceived Value provides the theoretical perspective for addressing this challenge.
Rather than treating demand as a function of technical product characteristics alone, the findings
show that purchasing decisions are based on a broader evaluation in which technical, commercial,
relational and strategic considerations are assessed simultaneously (Woodruft, 1997; Anderson &
Narus, 1998). Understanding demand therefore requires understanding how customers define value
within the context of circular textile sourcing.



The findings identify seven interrelated dimensions that together constitute circularity-driven
customer perceived value: economic value, functional value, relationship value, identity value,
ethical value, strategic adaptation value, and systemic value (Sairanen et al., 2024). These
dimensions demonstrate that customers evaluate recycled textile fibers using multiple criteria
rather than considering sustainability in isolation. Circularity contributes to value creation, but only
when it complements the broader objectives and operational requirements of the customer.

Among these dimensions, functional values emerged as the primary prerequisite for adoption.
Apparel brands consistently emphasized that recycled fibers must satisfy fundamental performance
requirements, including material strength, color consistency and high fiber purity. These
characteristics function as non-negotiable requirements rather than competitive advantages. When
recycled materials fail to satisfy these expectations, the environmental benefits associated with
circularity are insufficient to compensate for perceived deficiencies in product performance.
Consequently, sustainability does not replace functional quality but depends upon it.

The findings further demonstrate that customer value increasingly incorporates future-oriented
considerations. Strategic adaptation value reflects customers' efforts to prepare for emerging
regulatory requirements, while relationship value highlights the growing importance of
transparency, collaboration and information sharing across the supply chain. In particular,
anticipated requirements associated with Digital Product Passports increase the importance of
traceability and reliable information regarding material composition (Kohler et al., 2021; Duhoux
etal., 2021). These findings indicate that customers evaluate recycled materials not only according
to their current performance but also according to their ability to support future regulatory
compliance and long-term business objectives.

The analysis also shows that value extends beyond economic and technical considerations. Identity
value and ethical value influence how firms position themselves within the transition towards
circularity. Customers perceive value when circular sourcing reflects a broader organizational
commitment rather than an isolated sustainability initiative. Circularity therefore becomes more
than an environmental attribute of the material itself; it represents an expression of corporate
identity and strategic direction. Similarly, systemic value demonstrates that some customers
perceive value through their contribution to wider industry transformation by supporting the
development of circular textile systems.

Taken together, the findings show that demand for recycled textile fibers cannot be understood
solely through price or technical specifications. Customer evaluations are multidimensional,
requiring firms to understand how functional performance, economic outcomes, relationships,
organizational identity, ethical considerations, strategic adaptation and broader system change
interact in purchasing decisions. Customer Perceived Value therefore provides the evaluative



framework needed to explain why some circular offerings are accepted while others fail to gain
market acceptance.

Although identifying these value dimensions enables firms to better understand market demand,
understanding alone is insufficient. Recyclers must also possess the capabilities required to
consistently deliver the quality, traceability and coordination that these value dimensions require.
Addressing this final empirical challenge therefore depends on how firms develop and deploy
strategic capabilities through Dynamic Capabilities and vertical integration, which is examined in
the following section.

6.3. Transforming knowledge into market creation & market scaling

The third empirical problem identified in this thesis concerns the fragmented structure of the
circular textile value chain and the limited strategic capabilities required to coordinate it. While
papers I and II demonstrate how markets can be shaped and how customer demand can be
understood, these insights alone are insufficient unless firms possess the capability to translate
them into coordinated supply chain activities. The findings of Paper III show that meeting demand
require firms to develop strategic capabilities that enable them to sense bottlenecks across the value
chain, seize opportunities for coordination, and continuously reconfigure organizational resources
and relationships. In this respect, the Dynamic Capabilities perspective provides an explanation of
how firms adapt to changing market conditions (Teece et al., 1997; Teece, 2007), while vertical
integration represents one structural mechanism through which these capabilities can be
operationalized (Liang et al., 2022; Beal Partyka & Laureano Paiva., 2024).

The findings first demonstrate that the ability to sense opportunities and constraints extends beyond
market intelligence to include visibility across the entire circular supply chain. Firms with greater
control over upstream and downstream activities were better able to identify operational
bottlenecks that remained hidden in fragmented supply chains. One example concerned the
limitations of manual sorting, where inaccurate material identification reduced the availability of
high-quality recycling feedstock and constrained the ability to satisfy customer requirements for
material purity and consistency. By integrating collection, sorting, and recycling activities, firms
developed a more comprehensive understanding of how operational decisions at one stage affected
performance throughout the value chain. Rather than viewing recycling as a sequence of
independent activities, sensing became a capability for identifying interdependencies that
influenced the quality, traceability, and availability of recycled materials.

The findings further show that sensing alone does not resolve supply—demand misalignment unless
firms are able to seize identified opportunities through coordinated investments and organizational
decisions. Vertical integration enabled firms to mobilize resources across organizational
boundaries and invest in technologies that directly addressed customer requirements. Investments



in automated sorting technologies, including near-infrared scanners, improved the identification of
fiber composition and enabled the production of higher-purity feedstocks that better matched
downstream quality expectations. Rather than responding incrementally to isolated operational
problems, firms coordinated investments across multiple stages of the supply chain to reduce
uncertainty and improve the consistency of recycled material production. These investments
therefore represented strategic responses that linked technological development with market
requirements identified through earlier market-oriented activities.

The capability to reconfigure organizational resources also emerged as a central mechanism for
adapting to evolving market conditions. The findings illustrate that firms continuously modified
both their internal operations and their product portfolios through collaboration between technical
specialists, production personnel, and innovation managers. Such joint experimentation enabled
firms to redirect development efforts toward products where higher recycled content could be
achieved without compromising performance requirements. Rather than treating recycling
technologies or existing product portfolios as fixed, firms continually adapted organizational
resources in response to new technical knowledge and customer feedback. Reconfiguration
therefore represented an ongoing process of aligning technological capabilities with commercial
opportunities rather than implementing one-time organizational changes.

Beyond operational improvements, the findings indicate that vertical integration fundamentally
altered the strategic role of recycling firms within the value chain. By internalizing activities such
as collection, sorting, recycling, and, in some cases, manufacturing, firms reduced dependence on
fragmented external actors and assumed greater responsibility for material quality, traceability, and
process coordination. This repositioning transformed recyclers from suppliers of waste-processing
services into producers capable of delivering verified circular materials supported by transparent
production processes. The resulting improvements in traceability and accountability strengthened
customer confidence and facilitated the establishment of long-term relationships based on
predictable quality and supply.

6.4. Integrated synthesis: Supply-Demand misalignment mitigation, market creation and
market scaling

The findings across the three papers show that persistent supply—demand (S—D) misalignment and
the resulting market failure arise from three interconnected mechanisms: lack of market
knowledge, lack of shared understanding of customer value, and lack of integration and
coordination across the value chain. The three theoretical perspectives provide complementary
explanations of how firms can address these mechanisms rather than treating them as separate
problems. Market Orientation (MO) enables firms to sense and interpret market knowledge by
engaging customers in collaborative product development, recalibrating expectations around
recycled materials, generating market intelligence through exhibitions and roadshows, and



developing upstream and downstream partnerships that facilitate shared planning and reduce
uncertainty (Kohli & Jaworski, 1990; Narver & Slater, 1990). Customer Perceived Value (CPV)
complements this market-sensing process by explaining how firms determine whether their
offerings actually correspond to what customers value (Sairanen et al., 2024; Woodruff, 1997;
Anderson & Narus, 1998). The findings show that customer evaluations of recycled textile fibres
are multidimensional, encompassing functional and economic performance as well as
relationships, organisational identity, ethical considerations, strategic adaptation, and broader
system change. This provides firms with the evaluative basis to identify and close value gaps that
otherwise prevent circular offerings from gaining market acceptance. However, sensing market
demand and understanding customer value are insufficient if firms cannot translate these insights
into coordinated supply-side action. Vertical Integration (VI) therefore provides the coordination
mechanism through which firms gain supply-chain visibility, identify hidden operational
bottlenecks, mobilise investments such as automated sorting technologies to meet downstream
requirements, and continuously reconfigure operations and product portfolios (Liang et al., 2022;
Beal Partyka & Laureano Paiva, 2024). In this integrated process, MO and CPV strengthen firms’
ability to sense emerging demand and understand what constitutes customer value, while VI
enables firms to seize these opportunities and reconfigure resources and activities to deliver value-
aligned offerings (Teece, 2007; Teece et al., 1997). Thus, the three perspectives are not additive
but mutually reinforcing: market knowledge informs customer-value understanding, customer-
value insights guide operational and investment decisions, and integrated coordination enables
these decisions to be implemented and adapted across the value chain. Collectively, this process
reduces S—D misalignment by simultaneously improving firms’ ability to sense, seize, and
reconfigure, thereby moving beyond simply responding to existing demand toward actively
constructing markets, increasing market acceptance, and scaling circular offerings.

Market knowledge gap Customer value gap Coordination gap
Demand signals unclear Unclear value criteria Fragmented value chain
Market orientation Customer perceived value Vertical integration
Senses market demand Aligns customer value Coordinates value chain
J X J .
Sensing and interpreting Seize and reconfigure
Market orientation and perceived value Vertical integration

l |

Mitigates supply—demand misalignment
Enables market creation and scaling

Figure 4: Supply—demand misalignment mitigation to market creation and scaling framework

7. Conclusion and future research



This chapter concludes the thesis by presenting its theoretical and practical contributions. It further
discusses the limitations of the study and identifies opportunities for future research.

7.1. Conclusions

The transition towards a circular textile economy has increasingly been recognized as a necessary
response to the environmental challenges associated with the textile industry (Reike et al., 2023;
European Commission, 2022). Although considerable progress has been made in developing
recycling technologies and improving reverse logistics systems, the large-scale commercialization
of recycled textile materials remains limited. As illustrated by the case of Renewcell, technological
capability alone is insufficient to ensure commercial success when recycled materials fail to
achieve sustained market uptake (Carey & Antoshak, 2024). This thesis therefore addressed the
central problem of supply—demand misalignment in circular textile recycling by examining how
recycling firms can develop the strategic capabilities required to create demand, understand
customer value, and coordinate fragmented supply chains.

To address this problem, the thesis investigated the role of market orientation, customer perceived
value, Dynamic Capabilities, and vertical integration in supporting the commercialization and
scaling of recycled textile materials (Kohli & Jaworski, 1990; Narver & Slater, 1990; Sairanen et
al., 2024; Teece, 2007). Rather than examining these perspectives independently, the three papers
collectively explored how they contribute to different but interrelated aspects of the same
challenge. Together, they provide a more comprehensive understanding of how supply—demand
misalignment can be addressed within the circular textile value chain.

The findings demonstrate that the barriers to scaling textile recycling are primarily strategic and
commercial rather than technological (Sairanen et al., 2024). The research shows that successful
commercialization of recycled textile materials depends on the ability of firms to actively create
markets instead of relying on existing demand. Developing recycled materials alone does not
guarantee market acceptance; firms must also engage customers, communicate the capabilities and
limitations of recycled materials, and collaboratively shape market expectations.

The findings further demonstrate that understanding customer demand requires a deeper
understanding of how apparel brands evaluate recycled textile materials. While environmental
performance contributes to the attractiveness of circular offerings, purchasing decisions continue
to be strongly influenced by functional performance, material quality, consistency, traceability, and
the ability to integrate recycled materials into existing production systems (Zeithaml, 1988;
Woodruff, 1997). Consequently, sustainability alone is insufficient to overcome supply—demand
misalignment if these fundamental requirements are not met.



Finally, the thesis shows that understanding market demand must be complemented by the
organizational ability to deliver it consistently. The fragmented structure of the textile recycling
value chain creates coordination challenges that cannot be addressed through technological
improvements alone. The findings indicate that strategic capabilities supported by Dynamic
Capabilities and vertical integration enable firms to better coordinate activities across collection,
sorting, recycling, and production, thereby improving information flows, reducing uncertainty, and
aligning recycled material supply with downstream market requirements.

Taken together, the findings provide an integrated understanding of how supply—demand
misalignment can be addressed in circular textile recycling. Rather than viewing technological
innovation, customer demand, and supply chain coordination as separate challenges, this thesis
demonstrates that they are closely interconnected and must be addressed simultaneously. The
commercialization of recycled textile materials therefore depends not only on technological
advances but also on firms' ability to create markets, understand customer value, and strategically
coordinate the circular supply chain. Through this perspective, the thesis contributes to a broader
understanding of how textile recycling can evolve from a technically feasible activity into a
commercially viable component of a circular textile economy.

7.2. Theoretical contributions

Table 4: Theoretical gaps and contributions of the thesis in circular textile value chain

Theoretical gaps Theoretical contributions

Limited application of Market Orientation (MO) in textile recycling | Reconceptualization of MO as a market forming strategy
industry

Supplier-centric bias in perceived value research in CE Shift to customer-oriented perspective

Limited application of DCV in how recycling firms pursue market | Extension of DCV to explain how firms leverage strategic capabilities
scaling for market creation and scaling

Limited attention to organizational mechanisms for coordinating | Positioning VI as a strategic mechanism for coordinating and
fragmented circular value chains reconfiguring value-chain activities to mitigate S—D misalignment

The theoretical perspectives are interconnected and collectively necessary to explain how firms
mitigate supply—demand misalignment in circular textile recycling. MO provides the market-
sensing foundation by enabling firms to generate and interpret knowledge about changing market
conditions and customer needs; CPV builds on this knowledge by explaining how customers
evaluate the value of recycled textile offerings and where value gaps between supply and demand
arise; and DCV explains how firms translate these market and customer insights into strategic
action and reconfiguration, including through vertical integration. These perspectives are therefore
not independent explanations: firms cannot effectively respond to market misalignment without
first sensing the market, and market knowledge alone is insufficient without understanding how
customers perceive value or how firms can organize and reconfigure resources to respond. Their
interdependence provides the basis for explaining the full process through which firms address S—
D misalignment and facilitate market scaling.



This thesis contributes to the literature by extending the application of four complementary
theoretical perspectives to the context of circular textile recycling and, more specifically, to the
problem of supply—demand misalignment. Rather than examining market orientation, customer
perceived value, Dynamic Capabilities, and vertical integration as separate concepts, the thesis
demonstrates how they collectively explain different but interconnected aspects of the same
phenomenon. First, the thesis contributes to the market orientation literature by reconceptualizing
Market Orientation as a market-forming strategy within emerging circular markets (Kohli &
Jaworski, 1990; Narver & Slater, 1990). Rather than viewing Market Orientation primarily as a
means of responding to existing customer needs, the findings demonstrate that textile recyclers
actively engage customers, shape market expectations, and facilitate the development of demand
for recycled materials. This extends the application of Market Orientation beyond market
responsiveness toward the strategic creation and development of new markets in the context of
circular textile recycling. Second, the thesis contributes to the customer perceived value literature
by applying a customer-oriented perspective to circular textile recycling (Sairanen et al., 2024;
Woodruff, 1997; Anderson & Narus, 1998). While previous research has largely examined circular
value from the supplier's perspective, this thesis highlights how downstream customers evaluate
recycled textile materials and demonstrate that functional performance remains the primary
condition for adoption, with sustainability adding value only when fundamental quality
requirements are fulfilled.

Third, the thesis contributes to the Dynamic Capabilities literature by showing how firms operating
in circular textile recycling develop strategic capabilities to respond to changing market conditions
(Teece et al., 1997; Teece, 2007; Teece, 2018). The findings illustrate how sensing market needs,
interpreting customer requirements and using them as data to feed organization, and reconfiguring
organizational processes support firms in addressing uncertainty within emerging circular markets.
Finally, the thesis contributes to the literature on organizational mechanisms, particularly vertical
integration by positioning it as a strategic capability that enables firms to overcome fragmentation
within circular textile supply chains (Liang et al., 2022; Beal Partyka & Laureano Paiva., 2024).
Rather than viewing vertical integration solely as a structural governance arrangement, the findings
demonstrate its role in improving coordination, reducing information asymmetries, and aligning
upstream recycling activities with downstream market requirements. Taken together, these
contributions provide a more integrated theoretical understanding of how supply—demand
misalignment can be addressed in circular textile recycling. The thesis demonstrates that market
formation, customer value creation, and supply chain reconfiguration are interdependent processes
that are best understood through the combined application of these complementary theoretical
perspectives.

7.3. Practical contributions



This thesis provides several practical contributions for textile recyclers and other actors seeking to
establish commercially viable circular textile markets. First, the findings demonstrate that
expanding recycling capacity alone is insufficient to ensure market uptake. Rather than relying on
existing demand, recyclers need to actively engage customers throughout product development,
validate recycled materials before large-scale production, and continuously recalibrate customer
expectations. Such practices reduce the risk of market rejection and support the commercial
adoption of recycled fibers. Second, the research highlights the importance of aligning recycled
products with the value priorities of apparel brands. While environmental benefits remain
important, they do not compensate for deficiencies in product performance. The findings show that
functional attributes, particularly consistent quality, purity, strength, scalability, and supply
reliability, represent the minimum requirements for market acceptance. Consequently, recyclers
should prioritize meeting these commercial requirements when developing and positioning
recycled materials. Third, the findings demonstrate that fragmented value chains increase
uncertainty and hinder the commercialization of recycled textiles. The research shows that vertical
integration offers a practical means of improving coordination across collection, sorting, recycling,
and manufacturing. By reducing dependence on external actors and improving material
traceability, integrated operations enable more reliable material flows and better alignment with
downstream customer requirements. Finally, the thesis addresses the circular dependency that
characterizes the textile recycling industry, where investment depends on demand, while demand
depends on reliable large-scale supply. The findings suggest that this challenge can be mitigated
when recyclers develop the strategic capabilities required to integrate sensing, seizing, and
reconfiguring activities across the value chain. In doing so, recyclers can move beyond the role of
waste processors and become value-creating producers capable of providing the consistency,
transparency, and accountability required to secure long-term purchasing commitments and
support the commercial scaling of textile recycling.

7.4. Limitations and future research

This thesis has several limitations that should be considered when interpreting its findings. First,
the relatively short data collection period for individual papers, constrained by the four-year
duration of the PhD project, limited the possibility of examining how firms' market strategies,
customer value perceptions, and strategic capabilities evolve over time in response to regulatory
developments and changing market conditions. As the circular textile industry continues to
develop, longitudinal studies would provide a more comprehensive understanding of how these
processes unfold and how supply—demand alignment changes over time.

Second, although the first paper included textile recycling firms that differed in recycling
technology, organizational scale, and geographical context, these firms were analyzed within a
common analytical framework. Consequently, the study did not examine how these characteristics
influence the application of market-oriented strategies. Future research could compare mechanical



and chemical recyclers, firms at different stages of organizational development, and firms operating
in different institutional environments to investigate how strategic responses to supply—demand
misalignment vary across contexts.

Finally, while this thesis demonstrates how market orientation, customer perceived value, dynamic
capabilities, and vertical integration contribute to addressing supply—demand misalignment, future
research could examine how these strategic capabilities develop over time as circular textile
markets mature. Such research would provide further insights into how recycling firms adapt to
evolving customer requirements, regulatory changes, and industry conditions while scaling
commercially viable circular business models.
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Appendices
Appendix A- Interview guide Paper |

Market orientation study: Interview guide

Purpose: Explore the role of market orientation in scaling-up the textile recycling value chain
operations.

Opening question:

. * Could you briefly tell us about your company and its value chain? (what are your core
activities and operations, what products you sell and to whom, how does your supply chain look
like, what are your main partnerships and collaborations, such aspects)

Questions related to market orientation:

1. How do you identify and evaluate your customers’ needs, value, and satisfaction? (Do you have
any ways to measure it? Or do you use any tools?)

2. How do you respond to the customers’ feedback? (Do you change certain product features or
processes? Any specific adaptations?)

3. How do you assess your service quality? (such as on-time delivery, product delivery, and
traceability?)

4. What are your market expansion strategies? or how do you assess market expansion for your
company? (e.g. by the number of customers, diversification, product and app growth, volume per
customer, geographies, or market branding)

5. How do you maintain your competitive edge in your target market?

6. What are your SWOTSs compared to your competitors?

7. How do you follow up that in your organization? Do you see potential collaborators who could
enhance these efforts?

8. How do you organize yourself internally to respond to the external environment? (Through
internal coordination and knowledge sharing?)

9. How have external factors impacted your business? (e.g. regulations, bailouts, tariffs,
specifications and standards, taxes and subsidies?)



Appendix B- Interview guide Paper II

Customer Perceived Value study: Interview guide

Purpose: Understanding Customer Perceived Value in the Uptake of Circular Products in
the Textile Industry

Opening question:

* Could you briefly tell us about your company and its value chain? (e.g., what are your core
activities and operations, what products do you sell and to whom, what does your supply chain
look like, what are your main partnerships and collaborations?)

Customer Perceived Value Questions:

1. Economic value:

e What are the main economic considerations your company evaluates when integrating recycled
textile fibers (e.g., cost/time savings, lifecycle cost, financial predictability, price sensitivity, new
revenue)?

e Why are these financial aspects important to your organization?

2. Product performance:

e How do you perceive the quality and technical performance of recycled fibers compared to virgin
materials? Have these perceptions changed over time (streamline process, attributes, function
results)?

e Why do you think those particular changes occurred?

3. Product performance: In terms of production and supply chain, how well do recycled fibers
integrate into your existing operational systems (e.g., compatibility, operational efficiency, waste
management, suitability for use, reliability, product features)

4. Service value:

e To what extent do factors like supplier flexibility, responsiveness, and ease of information
sharing influence your decision to work with recycled fiber suppliers?

e Why does/did this level of support matter in your decision-making or satisfaction? (Consider
aspects such as customization.)

5. Symbolic/ ethical/ emotional value:

e How do these values influence your decision to adopt recycled textile inputs?



e How important is it for your organization to communicate these values externally as part of your
brand image?(e.g., status, identity linked with consumption, environmental impact, moral
satisfaction, sense of sustainability responsibility)

6. Strategic alignment:

e How does the use of recycled fibers align with your brand’s broader strategic goals or innovation
roadmap?

e Are there examples of co-created initiatives with suppliers or partners?

e Why do you see this solution as strategically aligned (or not)? (Consider shared goals, co-
creation, expanding offerings.)

7. Relationship value:

e How has your relationship with the solution provider evolved over time?

e Why is that relationship important in your procurement decisions? (e.g., trust-building, long-
term partnerships)

8. Customer fit:

e How do your customers perceive products made with recycled fiber?

e Have you observed any differences in perceived value or willingness to pay? (Consider
transparency and communication.)

9. Challenges:

e What are the main challenges you’ve encountered when sourcing or integrating recycled fibers?
o What would make this process more valuable or seamless from your perspective?



The transition to a circular textile economy depends not only on
technologies that convert textile waste into recycled fibers, but
also on the ability to create and scale markets for these materials.
Despite growing recycling capacity, investment, and policy
support, demand for recycled textile fibers remains limited. This
thesis examines how firms can mitigate this supply—demand

misalignment and facilitate market scaling in the circular textile
recycling industry.

Adopting the Dynamic Capabilities View (DCV) as an overarching theoretical lens,
the thesis integrates three complementary perspectives on market creation and
scaling in circular textile value chains. It shows how firms leverage distinct but
complementary strategic capabilities to mitigate supply—demand misalignment and
facilitate market scaling. Using an interpretive qualitative approach, the thesis
synthesizes three exploratory papers through an abductive theory-elaborating
process. The empirical foundation comprises 40 semi-structured interviews with
textile recyclers, apparel brands, and fabric manufacturers, complemented by
desktop investigations, follow-up communications, and on-site observations. The
findings show that supply—demand misalignment stems not only from technological
constraints but also from asymmetric market knowledge, divergent perceptions of
value, and fragmentation across the value chain. Market scaling therefore requires
firms to understand and shape demand, align offerings with customer value
perceptions, and coordinate activities across organizational and supply-chain
boundaries.
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