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Abstract

An integrated representation of the concepts of circularity and sustainability and raising awareness on sus-
tainability along with circularity is one of the most important economic challenges in modern business.

The article proves that the unity of the concepts of sustainable development and circular economy empirically
implies creation of benefits from the economic, as well as social and environmental protection point of view, but
there are also contradictions between them. Improving the financial aspects of companies and maximizing profits
does not mean the simultaneous achievement of social and environmental goals. The latter is its co-result in long
run, and if social and environmental benefits are achieved by improving the financial performance of companies,
then they become mutually beneficial conditions. In the maximization of profit and efficient use of resources, an
important role is given to the technologies used in the circular economy, which hypothetically can ensure a low
cost of production with fewer and recycled resources, have less impact on the environment and can increase the
well-being of population.

The paper shows that with introduction of circular economy, conflicts with sustainability goals forms, mainly
in social and especially ecological fields, then it should be managed by the relevant labor or environmental legis-
lation, thus, in case of Georgia, small and medium enterprises suffer. Today, with succeeding development, more
and more tasks are required to the manufacturers regarding the social and environmental sustainability. Competi-
tion for consumers puts transparency of information of resources and technology on the agenda, which manufac-
turers use, especially in the supply of agricultural products as well as production of food products, where a signif-
icant effect can be achieved with strict regulations.

Implementation of circular and sustainable development concepts requires political will, strong legislative
intervention and a state strategy to rise social awareness. The formation of the circular economy fulfills the function
of an intermediary to achieve the environmental safety goals along with the economic goals. Today, if the concept
of sustainable development is essentially based on the regulatory role of the state, the rise of awareness and the
activity of civil society, are also the result of the implementation of circular economy concept. If the sustainable
development is essentially a political issue, where the importance of regulatory interventions of the state is great,
its implementation depends on the social responsibility of companies, which can only be reflected in their long-
term strategy. Circular economy is a bridge that ensures both economic profit and sustainable development. The
regulations that stimulate the circular economy simultaneously serve the goals of sustainable development. There-
fore, the emphasis on the circular economy becomes the way to achieve sustainability.
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Introduction

The challenge for every country is to implement
the concepts of sustainable and circular economies.
They create new opportunities in almost every sector
and are focused on the manufacturing of resources that
will reduce environmental impact, cost of production
and -emissions.

Recently, the problem of circularity along with the
problem of sustainable development have received a lot
of attention, and it is a subject of discussion among both
researchers and politicians. Regarding these issues, dis-
cussion is going toward their importance and mutual in-
teraction. Without circular economy, it is impossible to
achieve the sustainability of economy, which, accord-
ing to the widespread concept, involves economic, so-
cial and environmental actions ("people, earth and
profit"). In the circular economy, waste is recycled,
which significantly reduces the intensity of environ-
mental impact, and is one of the effective tools to
achieve sustainable development of the environment.
And the orientation towards sustainable development

puts new requirements on the circular economy, where,
together with technological changes, the concept and
principles of sustainable development must be intro-
duced, such as sustainable management and sustainable
marketing, compliance with safety standards, conduct-
ing “green jobs” and various social measures for im-
proving the social environment and etc.

In the maximization of profits and efficient use of
resources, an important role is given to the technologies
used in the circular economy, which can ensure the low
cost of products made with less and recycled resources,
and thus, have less impact on the environment. Based
on the application of the circular economy concept, it is
possible to ensure environmental protection, reduce en-
vironmental destruction, increase jobs, create more sus-
tainable businesses, and achieve economic, ecological
and social well-being.

It brings environmental benefits by replacing re-
sources with more energy efficient ones. It uses re-
sources (metals, minerals, energy sources, water, tim-
ber, soil, clean air and biodiversity) in limited quantities
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and minimizes environmental impact. It also generates
environmental benefits and ensures reduction of emis-
sions and environmental pollution.

The circular economy creates social opportunities
and jobs by using business models that are based on the
requirements of social responsibility.

Nevertheless, circular development, from a nar-
row point of view, is related to the recycling of waste
and is the mechanism of increasing the efficiency of op-
erations of resources. It’s true that sustainable develop-
ment is practically related largely to environmental
measures, although integration of economic, social and
environmental aspects of sustainable and circular econ-
omies creates conceptual basis for effective solution of
the development goals.

Methodology

The study of the problems of the unity of circular
and sustainable economics is based on the qualitative
and comparative analysis of the essential sides of these
concepts. The article is based on the theoretical abstrac-
tion and logical analysis of the current situation of the
problem. Research has problem-oriented character and
includes heterogeneous and empirical approaches. The
empirical basis of the research is the identification of
the difficulties of their implementation in Georgia and
the European Union, which determines the vectors of
implementation of these concepts. Models and their
comparative analysis make it hypothetically possible to
talk about their compatibility. Theoretical integration
of concepts has retroductive character, that benefits to
advance conceptual theoretical framework of develop-
ment economics.

Perception of concepts and its contradictions

It is not indisputable that circularity contributes to
a more sustainable world, but not all initiatives for sus-
tainability promote circularity. Circularity focuses on
renewing and restoring resources, while sustainability
is more broadly related to people, the planet and the
economy (11).

The circular economy is also a means of achieving
the Sustainable Development Goals (SDGSs). In partic-
ular, there is a link with SDG 6 (clean water), SDG 7
(affordable and clean energy), SDG 8 (jobs and eco-
nomic growth), SDG 12 (responsible consumption and
production) and SDG 15 (life on the land). Aspects of
the circular economy, such as the recycling of house-
hold waste, e-waste, and wastewater, represent a
“toolbox” for meeting the SDGs (8).

The terms circular and sustainable economy are
often used together and imagined - somewhat inter-
changeably, which, according to some authors, "unfor-
tunately confuses and diminishes the importance and
value of actions related to either of them.-- is unfortu-
nately confusing and dilutes the importance and value
of the actions related to either one* (11).

There is also an opinion that sustainability is an
"umbrella” for the circular economy, with the emphasis
that "Sustainable development is development that
meets the needs of the present without compromising
the ability of future generations to meet their own
needs". Any activity or process that strives to meet this
vision has a place under this umbrella. Circularity and

the circular economy define a clear place "under the
umbrella” about how to manage the transition (11).

One of the important problems that the circular
economy faces when implementing the principles of
sustainable economy is the belief of companies about
the economic and social benefits. The connection be-
tween the circular and sustainable economy is defined
by the fact that the implementation of the circular econ-
omy is presented as a condition of sustainability. In
general, companies implementing circular concepts en-
sure sustainable development, although the opposite
action is also allowed. There are many circular econ-
omy strategies where circularity can reduce harmful en-
vironmental impacts, but as the literature shows, circu-
larity does not always ensure sustainable impacts (1).
Hypothetically, there are contradictions and the possi-
bility of incompatibility between these two concepts.

Although the circular economy lowers the price of
raw materials, introduction of sustainable management
increases the cost of its operation. The sustainable man-
agement principles in business activities requires addi-
tional expenditures for staff training, for continuous
monitoring of partner companies in the supply chain,
for preparation and distribution of sustainability re-
ports, as well as for raising public awareness. Accord-
ingly, its usefulness, which is finally reveals in the com-
pany's image and reputation, is manifested only in the
long term in return for the loss of low-budget custom-
ers, increase in costs and decrease in profits. Its expla-
nation by neoclassical approaches, demand-supply the-
ory, is not fully possible.

Companies that operate in the circular economy
also plan organizational sustainability strategies, alt-
hough the requirements of sustainable development can
be abstract, not flexible and real (9). As an example,
according to the research carried out under the auspices
of the United Nations in Georgia, small and medium-
sized entrepreneurs in all surveyed municipalities de-
clare environmental measures as a priority, but imagine
it abstractly and conceive resources as limitless enough
and plenty. For the practical implementation of tasks to
reduce resources, use alternative energy sources, etc.,
they do not have any strategic plans (10).

Sustainability goals are not specific in nature, so
they are not clearly defined in the concept of circularity
(3). In general, empirical studies are not widely devel-
oped, and the study of the relationship between the con-
cepts of circularity and sustainability is in an embryonic
state. There are also no complete statistics on circular-
ity and sustainability indicators. So far, no country has
a database of circulation indicators in the national ac-
counting system. Some assessments of various scenar-
ios are made by the experts provisionally.

As for sustainability indicators, the questions of
who should define sustainability, what should be sus-
tainable, for what purpose, for whom and when, may be
different in each specific case (2). The global sustaina-
bility goals of the United Nations are the starting point
for determining the sustainability indicators for coun-
tries (6).

Perception that sustainability is broader concept
than circularity is widespread. If we consider that the
latter is part of it, then circularity measures should be
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evaluated according to the same sustainability indica-
tors.

Circularity is a condition for realizing sustainabil-
ity also. Practically today, their relationship can be read
from a social point of view, as the formation of a circu-
lar economy contributes to the creation of new jobs.
The formation of new jobs in the circular economy is
relatively predictable, which was especially demon-
strated by the example of the EU countries. According
to different resource recycling scenarios, EU countries
have determined that the transition to a circular econ-
omy can increase outcomes in differentl sectors by 3 to
7 percent. Based on the increase in energy efficiency
and the use of renewable energy, as well as the im-
provement of organization in manufacturing through
efficient use of production resources, an additional
75,000 jobs will be created in Finland, 100,000 in Swe-
den, 200,000 in the Netherlands, 400,000 in Spain, and
approximately 500,000 jobs in France (6).

According to another study, improving the EU’s
resource productivity by 2% could help creating two
million additional jobs in 2030. It is also estimated that
improvements of 2-2.5% in resource productivity could
also have a small but positive net impact on EU GDP;
however, any further improvements in resource
productivity would entail net costs to GDP since abate-
ment options become more expensive (6, 20-21).

Practically, in the narrow sense, the concept of cir-
cular economy is essentially related to the topic of re-
cycling of waste. Many countries' policies are focused
on recycling, re-using and preparing for re-use of
wastes, which requires introducing of innovative tech-
nical and technological changes. Countries that have re-
cently started to implement circularity are focused on
the recycling of waste of specific products, and more
developed countries, along with it, on reducing of emis-
sions. In addition, the laws of the countries are aimed
at reducing of emissions, not consumption, and busi-
ness models and economic systems are basically linear.
However, as experts confirm, awareness on circularity
is still very low among both consumers and producers
and the mentality of manufacturers is focused mainly
on sales (5).

From the analysis of experience of various coun-
tries and scientific literature, it follows that the transi-
tion to a circular economy in general has a positive im-
pact on macroeconomic outcomes. Its starting point is
the application of principles of circularity in production
of most important products for the economy, in indus-
try sectors, and in some cases in cities and municipali-
ties, while the implementation of principles of sustain-
ability is determined mainly by the targeting indicators
that refer to the countries macroeconomic develop-
ment. Individual companies are focused on demonstrat-
ing sustainability and social responsibility through pro-
gress made in reducing the use of resources, improving
energy efficiency and decreasing usage of some health-
damaging components in operations.

There is a discussion in the scientific literature
about the extent to which circularity and sustainability
can be related to each other and which can become the
main "umbrella” in the integration of these concepts (7,
733).

The unity of the concepts of sustainable develop-
ment and circular economy empirically implies crea-
tion of benefits from the economic, social and environ-
mental protection point of view, but contradictions be-
tween them arise when improving the financial aspects
of companies and maximizing profits do not support the
simultaneous achievement of social and environmental
goals. The latter should be the consequent result of
technological improvement of companies’ operations,
and if social and environmental benefits are achieved
by the improving of companies' financial and techno-
logical achievements, then they become mutually sup-
portive conditions.

In bringing the concepts of circularity and sustain-
ability closer together, it is important to present them in
an integrated way through indicators and to determine
the compatibility of indicators of sustainability with
circularity. Accordingly, the question arises whether
sustainability should be prioritized in accordance with
the principles of the circular economy. For example, the
extended producers responsibilities (EPR), which in the
European Union and associated countries (including
Georgia) is recognized and regulated by the legislation,
the collection, processing, recovery and recycling of
waste production with defined quantitative and qualita-
tive indicators, include environmental measures as
well, which make the producer responsible for the con-
sumption of their products after consumption (4, 23).

Should sustainability indicators be determined for
companies for the production of special types of prod-
ucts at the state level, or should it be established
through the mechanism of market competition? Today,
extended requirements are placed on the manufactur-
ers. Competition for consumers puts transparency of in-
formation of resources and technology on the agenda,
which manufacturers use, especially in the supply of
agricultural products as well as production of food
products, where significant effect can be achieved with
strict regulations.

In the circular economy, sustainability as a conse-
quent result, does not require special regulations, and if
the implementation of the circular model conflicts with
sustainability, mainly in social and especially in eco-
logical (construction, mining, etc.) aspects, then it
should be managed by the relevant labor or environ-
mental legislation, thus, sometimes especially small
and medium enterprises suffer. For example, in Geor-
gia technical standards by the national legislation on
production of cheese, dairy products and other foods,
and also protection measures for keeping and caring of
animals in farms, make complications to small and me-
dium size farmers. Its implementation is impossible due
to lack of technical and financial resources, well-edu-
cated HR and competences of farmers.

At present in the policy agenda of Georgia is to
develop related legislation, to reduce consumption, and
to stimulate the use of not only end-of-life products, but
also secondary raw materials, to improve of related
technologies, and the growth of competences. Chang-
ing consumer buying styles and manufacturing meth-
ods are very important. All this measurements with the
emphasis on the environmental problems comprise the
development of total value chain and is to be supported
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by the interventions of business, civil society and gov-
ernmental actions. The forming integrated indicators at
the national, as well as at the companies and regional
levels, is the cornerstone of the implementation of cir-
cularity and sustainability concepts.

Conclusions

Integrated implementation of the concepts of cir-
cular and sustainable development requires political
will, strong legislative intervention and a strategy to in-
fluence people's awareness. The formation of the circu-
lar economy fulfills the function of an intermediary to
achieve the environmental safety goals along with the
economic goals. If the concept of sustainable develop-
ment is essentially based on the regulatory role of the
state, the awareness and the activity of civil society, its
achievement is also the result of the implementation of
the concept of circular economy. If the management of
sustainable development is essentially a political issue,
where the importance of regulatory interventions of the
state is great, its implementation depends on the social
responsibility of companies, which can only be re-
flected in their long-term strategy. Circular economy is
a bridge that ensures both economic profit and sustain-
able development. The regulations that stimulate the
circular economy simultaneously serve the goals of
sustainable development. Therefore, the emphasis on
the circular economy becomes the way to achieve sus-
tainability.
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