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Background

The Packaging Forum asked NZIEBR2oy 8 A RSNJ 6 KS aAyAaidiNE F2N (KS
container return scheme (CRS) in terms of economic efficiency an@iestiveness

compared with other possible interventions that might achieve the same objectives or even

do more to shift New Zealartdwards a more circular economy for packaging.

CKS aAyAadNER F2N 0KS 9y @ANRYYSYyi(iQa LINRLRASR
Marlborough Councils, focuses primarily on the need to change consumer behaviour by
encouraging consumers to seesoheme packadgg as a borrowed rather than purchased

item through a deposit applied to each item refundable by returning the packaging to a

convenient location, and to provide opportunities for community groups and businesses to
contribute to recovery efforts throught ability to claim deposits.

The key project outcomes for the CRS are to:

1 Change the way New Zealanders see beverage containers in such a way that leads to
increased recycling and new opportunities for refilling

1 Reduce the volume of plastics and othentaner litter currently finding its way into
streams, the marine environment, public spaces and landfills

i1  Give effect to circular economy outcomes and any future priority product guidelines.
The key project guiding principles of the schéh@evelopmentare to:

1 Make it easier and convenient to return containers across New Zealand

i Design a solution that is cost effective and efficient

1 Improve the quality and therefore the marketability of recyclables

1

Assess the impact of scheme design on current keebail other collection and
processing systems

1 Create new opportunities for employment, community participation and fuaiding
for charities and social enterprises.




Key points

One of the most successful ways used internationally to achieve better recycling outcomes
and reduce litter is Extended Producer Responsibility (EHEfRFts anapproach to
environmental policyn whichthe burden of managing eraf-life productsis shifed to the
industry (which may include producers of packagingackaged goods, retailers, and
distributors)who place those products on the mark&Yell-designedEPRncentivisesand
supportsindustryto redesign productgpackagingand the recovery and processing of
materials to achieve better environmental outcomes

Efficient and effectis EPR schemes are matetialsed (not producbased) because the
product itself has little bearing on most of the recovery and recycling logistics chain and
efficiencies are achieved when a recovery scheme targets a greater proportion of material.

Europearexperience indicates thahimost casesvhere a successfabntainer return

scheme CRypoperates the CRS is one element of a broad#tRscheme andt operates
alongside significant public investment to support the triple aims of reducing, reusing and
recyclingln manycasesa CRS has been an indude initiative in response to well
designedEPR schemeaather than a mandated CRS

European experience also indicates thahiost countries with a mandated CRS, this was
introduced when no kerbside dettion schemesxisted, so the counterfactual for cest
OSYSTAG FylLfeara ¢l a EhBeentent ™ Kefobideyedycliigz b S é
collection achievable through EPR would provide an appropriate counterfactual for New
Zealand.

Financiallyincentivised EPR will deliver more efficient and effective solutions

On the basis of the evidence, we recommend that the government implemeailt-an
materials materiatbasedEPR schemieased on recycling targets and tax incentiiretead
of the proposedCRSThere arghree main reasongor this recommenation:

1 The proposed CRf&as intended to provideraefficient and coseffectivesolution to
beverage container waste. dibes neither It ignoresthe costefficiencies of combining
packaging material with other applicatiogrend results ira significantly tgher costper
containerthan a welldesigned EPR schema huge incremental cst for a modest
expected gain imutcomes

1  The proposed CR&roducesa significant burden for a narrow range of produceirs
response to a widgpread problen, creatingan unfair (not level) playingeid for
businessesEPR can be applied mdveoadlyand fairly.

91 Industry isbest positioned to identify costffectivemeans to achieving outcomes
while government is best at setting targetsdaproviding financial incentives. A
mandated ERwould bring together the relativestrengthsof both, reducing therisk of
unintended harmsand providing flexibility toadjust to new technologies changing
economiclandscapdor recyclable material andfuture decisions regardingriority
product stewardship

A mandatedEPRor New Zealandhould operate through a producer responsibility
organisation (PRO) which will oversee the collection of fees iindinstry, coordinate and
contract for material collection and processing, support product innova®well as

%



innovationsthroughout the recovery and recycling logistics chdihe RO wold work
towards the development of a strong domestic demand for recovered material. For each
material,industry should face a tagr levyrepresentative of the cost of the material going
to landfill. Thstax may be reduced as the scheme improves recycling rates and may be
ultimately belifted when target recycling rates are achievéthis approach is used
successfully in Norway

Amandated andinanciallyincentivised EPR will drivedustryto seek out efficiencies,
including the adoption ofiew scanning techalogies, new sorting technologies, efficient
transport, and contracting for efficient collection of materjalhich cold include
nationallyharmonised kerbside collectiofVhere a CRS is identified as a effftctive

solution, a PRO may implement this, but the incentive to maximise recovery will also mean
the PRO vll benefit from financially supporting councils to improve kerbside collection for
increased material separation.

The highly successful Norwegian EPR is an example of a system based on financial
incentives and targets where industry are responsiblddentifying operational solutions.

The Norwegian EPR resulted in the creation of a plastic and aluminium beverage container
CRS, while alternative systems for glass, with a strong focus on refitbaloléscreasing
kerbside collectionreflect the uniquecharacteristics of glass. Because the Norwegian EPR
is tax and targebased, the Norwegian government has created an effective and flexible
framework to support coseffective interventions that can adjust as technology evolves.

Based on glass costs, theposed CRS will result imat cost to industry of $0.21 per

container, compared with EPR based on industry financed glass separate kerbside collection
which we estimate would involva net cost per container of0$08 to $.11. This

differential could besven greater if kerbside collection costs are applied at $144 per tonne,

or 3.9c per container (instead of the assumed $235 per tonne and 6.3c per container),
resulting in a 13c per container difference between CRS and EPR.

Tablel below summarises the benefits of this approach relative to a mandated product
based CRS.




Tablel Selective producbased CRS compared with materiddased EPR

Materials-based

Recovery of

Selectiveproduct-

based CRS

EPR

Justification for rating

EPR extends recovery beyond packaging

materials Moderate Strong avoids unintended recovery loss.
Litter reduction Moderate Moderate CR®ffective butonly ona very narrow
range. EPR could finance litter collection.
Circular CRS is dependent on overseas markets. EF
Weak Moderate . L o
economy can incentivise domestic circular economy.
Cost efficiency EPR incentivises all efficiencies across the
Weak Strong L . S
logistics chain to be maximised
Fair distribution Weak Moderate CRS imposes cogts on a narrow range of
of cost producers for a widespread problem.
Unlntendeq Weak Moderate CRS may incentivise consumers and produc
harms avoided to out-of-scheme packaging
Innovation EPR can incentivise substitution touseable
. . Weak Moderate . .
incentives and costeffectively recycled packaging.
Futgreproof,_ Weak Strong Ma_mdated C_RS traps governmentllndt_lstny
flexible solution a fixed solutiorbased on old technologies
Loss avoidance Weak Moderate CostlyCRSesults in higher losses gales

GST and alcohol levy

SourceNZIER

Mandated CRS as proposed is unfair, inefficient and could be coupteductive

Relative to a financiallijcentivised EPRyitical costs and risks presented by a mandated
CRS on a selected range of produats

i1 It placesa heavy burden on a limited range of producers for a problemithkrgely
generatedby otherindugries (only4 percent of litter is bgerage containerswith only
one fifth of these being glass, and wine and spirits contaibeiisg virtually unseen in
litter).

i Itignores ad undermines existinglass recovergchemes which haveeen successful
at lifting recovery ratesisingefficiences fromthe logistics chairshared with other
recovered glass

i1 It creates additional inefficiency in the glass recovery system through the creation of
another stream for beverage bottles, while other container glass remains in kerbside
collection.

1 It threatens to makeadual stream kebside collectior(glass separatd)nancially
unviable for councildeading to glass contamination of other recyclables (including
paper) which may increase the volume of waste sent to landfill.

1 Itincentivises consumers teubstitute to larger containers, favouring plastic and
undermining health messaging about reducing portion sizes



1  The potential loss 0$407 million over ten years rising $900 million over 30 yeaiis
excise revenuéue toreduced alcohol sales will have a significant impacCawn
revenue.

Only 4% of litter items aréeveragecontainers

(Keep New Zealand Beautiful, 2018)

Ourrecommendationsfor a true circular economy approach
In light of the evidence, recommend that the government consider:

1  ANorwegianstyle EPR which isased on an incentivising framework of taxes and
targets rather than a prelesigned operational systeand ismateriatbased rather
than productbasedto avoid efficiency loss from duplicate systems for some materials
This has resulted in a cesfficientand highly successful industigd CRS for plastic
and aluminium beverage containers and effective widespread adoption of refillable
glassNorway®@ kerbside glass collectisacovers 93ercent of glass packaging and
recycles 100 percent of thiproving thatkerbside collection can be highly effective.

1 Harmonising the couneilun kerbside recycling collection schemes with at least glass
separate collectiohand requiringd K S Bdustrgroducer responsibility
organisation (PRO) to fund this along with improved labelling to support more
informed recycling

1 Requiring ouncilsto provide public infrastructure like public recycling bins, water
fountains and refill stations to reduce the need for ethe-go single use bottles

1 Implementing @mtional and local governmemrocurement policies that support the
markets for recycled material.

Our recommendations for avoiding the worst consequences of a mandatB&C
If amandatedCRS is to be implemented, we recommenalt the government:

1 Excludglassdzy G Af 20GKSNJ 2LJiA2ya KIF @S oS 8jte SELK 2 NJ
as an infinitely recyclable material, its potential for refill and refigaace capacity
constraints,andlack ofsecondary material export marke

1 Requirecouncils to provide dual streafglass separatajollection of recyclables to
prevent increased glass contamination of paper and other recyclablebat will
otherwise be increasinglgomingled collection systems.

Calculated from $698 million in excise revenue in 2018 (National Accpgnis)ing at 2.03% per annum in line with consumption
growth, and reduced by.5% in line with the expected reduction in consumption due to ai@RSed price increasaliscounted to
2020 at 6% per annum.

Councils operating single stream, cmingled kerbside collection may be under the illusion tiéd is a lss costly system than a
dual, glasseparate system. Studies have identified tbatl stream collection is less costly overall due to savings in processing
costs more than offsetting any additional collection costs.

A materialsbased (rather than prodtt-based) EPR would generate sufficient revenue to fund this.
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Policy goals and choices

In developinga CRS, the Ministry for the Environment and the Auckland and Marlborough
councilsare undertaking a policy exercise inaea hat is largely driven by complex
marketdynamicslt is critical that the fundamentals of good policy agplied to ensure an
optimal outcome Any poorly designed, loopholeidden EPR systemwvhether it includes a

CRS or notyould be ineffective and v&tik 1 S LINE R dzGQigaNEe Scheg wilD S NJ/ &
adhieve little by way of benefits but will result in a higleerall cost than the existing
approach to waste management

According to the OECD (201the development oproductbased economic instruments
requires glecting instruments which

1 Areappropriate to environmental problems and policy objecsive
i Arecapable of achieving the required environmental improvements

1 Pose the least cost drurdenon the economyrelativeto the environmental benefits
they offer.

The experience of OECD countiregmplementing various EPR schemes with or without
CRS indicated that these consideratians fundamental to the success of the scheme
(OECD, 2014).

Because of the costs and challenge€BiSsthe OECD considers compulsGRS schemes

to be most suitable for hazardous products such as batteries rather than for drinks

containers (OECD, 20t) 9t w 2y G(GKS 20KSNJ KFyRX A& (G4KS ho
consumer packaging. EPR schemes do not necessarily include a CRS unless a CRS is an
efficient and sustainable solutioand if this is the case, the CRS would not need to be

mandated under a welllesigned EPR

On the subject oéfficient andsustainable EP§pecifically the Institute for European

Environmental Policy advises that the development of a CRS orapkeationalscheme

F2N) I OKASGAYy3I (KS F20SNYYSyiQa SyYyBANRYYSyGl f
the responsibility ohational or bcal governmentL & | R@AaSa GKIF G GKS yI {;
role should consist of creating a policy and legislative framework to guide the development

of EPR, but not requiring specifiperationalsolutions(Watkins and Gionfra, 2019).




Problemdefinition

The poposedCRSvas conceived of as a means to reduce liftecluding litter tha finds its
way into the marine environment) and increaseycling to reduce the amount of
recyclable matdal that goes to landfill.

The problem that the proposed CRS seeks to resolve, from an economic point of view, is
one of externalities. Negative externalities are generated by the consumption of patkag
beverageglue to the price paid by the consumer not reflecting the émronmentalcost

of the packaging. This ariséx several reasost

1 Natural resources consumed to produce the virgin material used for packaging are not
always priced appropriately

1 Environmental taxes and levies imposed on the packaging producer oftentdo no
reflect the full environmental cost of the production process

1  The price paid by the consumer does not include the cost of disposing of the packaging
(to landfill, or to return to the market through recycling oruse)

1  Where landfill costs are paid,¢ly are often undepriced.

It is important to note that the problem of beverage packaging is only a small proportion of
the packaging waste issiure New Zealand

All types of ¢ass, plastics and metadscountfor only 18 percent of landfill waste in New
Zealand (se€igurel below). Only a fraction of this is attributable to beverage containers
as flat glass, other container glass, metals from construction, commercial and industrial
applications as well as othephsehold items, and plastics from bags, food containers,
other household wasteagtail and commercial waste are all included in these categories of
landfill waste.




4.1

Figurel Composition of waste disposed to New Zealand landfill
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While high rates of titer and lowrecycling ratesre identifiedasproblems that the
proposed CR&ms to address, there aditional problems thatan®be ignored in
developing acosteffective solution and a true circular economy for packaging:

i1 International markés forrecyclables havechangd ard may continue to change

i Consumer behaviour is compldeterogeneous anthfluenced even limitedby the
prevailing waste ath recycling systems

1 Producerbehaviouris simultaneously a function of incentives gmévaiing market
realities

International markets for recyclables have changed

A key driver of the problem New Zealand faces with landfill waste volumes and the
presence of recyclable material lemdfill waste is that otil recent years, New Zealand has
been able to ship recyclable material collected throlgibside recycling schemes to
overseas marketdlhis is no longer possible, due to concerns about health and safety and
the abundant supply forecyclable material being generated within overseas markets.
KAYlFIQa RSOAaAzzy (2 y2 f2y3aSNI FOOSLII (GKS
previously accepte@seeFigure2 below for plastics exampldlas meant New Zealang

along with other first world nationg must now find a way of dealing with contaminated
recyclable material.

7
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Figure2 New Zealand exports of plastic waste, scrap gratings
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SourceBeattie, 2019

Table2 below shows the impact of comingling on material value. As the market value of
recycled mateals is greatly influenced by their quality, there needs to be a focus on
properlysorted recycled materials that are free of contamination.

2



Table2 Value per tonne of kerbside recycling bins:-ocangled vs sorted

(AUD, 2019)
Average makeup of a kerbside Value per tonneg co-mingled Value per tonneg sorted
bin
51.5% paper and cardboard $0 $90.56
27% glass -$8.25 $19.25
7.5% plastic (grades?) $8.25 $19.20
4% metal (aluminium and steel)  $15.05 $15.05
Up to 10%contamination -$13.00 -$1.30
Potential value (rounded nearest $2.04 $156.51
tonne)

Source: EY, 2019

Domestically, there is very little demand for comingled and contaminated recyclable
material due to the cost of sorting, cleaning and processibgiitg substantially higher
than the cost of virgin materials.

4.2 Consumer behaviour

Consumer behaviour is a critical part of the problehpackaging wast& here are three
dimensiongo this problem that the CRS seeks to influence

i littering behaviour
i1  recycingbehaviour

1 consumptionchoice

4.2.1 Littering

Il OO2NRAY3I (G2 (GKS aAyAadNR T2N GKS 9y JPANRYYSY
New Zealanders are very or extremely worried about the impacts of waste. Most New

Zealanders feel that everyone should beame responsibility for waste reduction,

including government, but nearly a third think that tgevernmentis not currently doing

enough. 55 percent of New Zealanders were highly committed to reducing the amount of

waste they generate but barriers to rading waste were identified as a lack of alternatives

to plastic packaging, the cost of reusable items, and forgetting to carry reusable items.

4.2.2 Recycling

One of the aims of the proposed CRS is to increase recycling and improve awareness of the
value of regcling amongst New Zealanders. The behaviour change and CRS design are
together expected to help to address the low rates of recycling of beverage glass, PET
plastics, and aluminium.

Most New Zealanders already value recycling, as evidenced by the Eneitahittitudes
Baseline report (2018) which found that 62 percent of New Zealand adults identify
GKSYaSt@Sa a aKAIKEE O2YYAUOGSR G2 NBOeOf Ay3
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But consumer commitment to recycling may not be accompanied by appropriate consumer
behaviour. Much of the mat@l currently collected for recycling cannot be economically
recycled due to contamination and -eningling.

While there is no doubt that improving the quality of recovered material is critical to
improving recycling rates and that the proposed CRS waiffddl a solution, the CRS treats
the problem as requiring a financial incentive for consumers.

Responsive policy would suggest that other solutions might be equally effective and

potentially less costly, given that the majority of New Zealanders do want to do the right
thing.Figure30 St 26 aK2ga K2g¢ Yz2al bSg %St ft-I yRSNER OF
OB Ofc8IBR LS S K2 | NB KAIKE& O2YYAGGSR G2 NBOecC
the system. Other important groups, based on the litter and recycling sueseits, would

be the champion recyclers and reluctant recycletsose who already do all the right

things, and those who would if it were made easy. Relatively few New Zealanders fall into

the indifferent recycler and litter bug categories where not rg@aising the value of

recycling is an issue.

The key issue is that for the majority of the population, better information supported by
reduced cemingling in the existing system has the potential to make a significant
difference to the quality and quantityf recovered material.

Only the litter bug type requires healwanded approaches such as taxes and subsidies.
Given that other options could achieve good results for the vast majority of the population,
these should be evaluated on a cadtectiveness bsis.

Figure3 Attitudes to recycling and responsive policy

Relative
population
size Type Attitudes and behaviour Policy response

Doesn’t recognise the importance of recycling or waste .
disposal. Contributes to contamination, loss of recyclable Incentives —
material, and litter. Unlikely to respond to education or tax a."d
improved systems but will if incentives are strong enough. subsidy

[ ] Litter bug

Doesn’t recognise the importance of recycling but does not
Indifferent litter. May use whatever bin (rubbish or recycling) is convenient.
recycler Contributes to contamination and loss of recyclable material to
waste. Needs education to understand importance of recycling.

Understands the importance of recycling but inconveniences Simple and easy
Reluctant are seen as significant. Could be an effective recycler if the access collection

recycler system were minimally inconvenient. Likely to resent being system
forced into a more inconvenient solution

Enthusiastic and well-meaning. Would be an effective recycler
but doesn’t understand the system. Potentially worst offender
for co-mingling and contamination. Needs clear, easy to
understand information.

Information

Understands the requirements for well-sorted, uncontaminated
Champion recycling. Uses systems effectively. Limited by system
recycler constra!nts, eg. co-mingled collection, infrastructure
constraints.

Improved
collection and
recycling systems

Source: NZIER
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4.2.3 Consumption choice

Consumers are an important part of a circid@onomy not justbecause they are critical to
material recovery efforts, but because the choices they make when purchasing goods and
services can reduce the amount of waste generated and influence producers to design
more environmentally friendly products and packaging

When consumers purchase goods and services, they do not typically take into account the

cost to society or to the environment of disposing of any associated packaging. While
O2yadzyYSNBE R2 LI} & F2NJ O2dzyOAftaQ ¢l adSisylyl 3sy
not directly associated with consumption decisions and consumers are not individually

incentivised to change consumption decisions to reduce such costs.

But consumers do not necessarily need to face costs to change behaviour and there are
numerous examies of noncostbased interventions that have led to significant behaviour

change, including such interventions as simply raising awareness, providing inforroation,
making it easier for consumers to choose the preferred behaviour.

Most New Zealanders wato do the right thing. For examplepoim 1 July 2019, singlgse
plastic bags were banned in New Zealand, but consumers had been slowly converting to
reuseable bags for months, reflecting a growing discomfort with unnecessary use of
throwaway plasticsgeeFigure4 below).

Figured4 Reuseable bag usage by New Zealand households
100% :
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SourceBeattie 2019

Despite growing volumes of packaging waste, it is likely that many households are making

efforts to reduce purchases of packaged items or purchase items in recyclable packaging.
Unfortunately, i KS alkYS 101 2F ¢ NBySadongdbouti | FTFSOI
NEOe Ot Ay3a gAfft faz2 I FFSOGU GKSANI RSOA&A2YyaA |
know what can be recycled, then recyclability cannot factor into purchasing decisions.

With council recycling collection being a patchwork of differerftesnes, changing over
time with little information provided to households, consumers have lacked much needed

2



4.3

guidance to inform purchasing decisions. Again, most consumers probably want to do the
right thing, but this has not been facilitated by the exigtsystems.

Producer behaviouand market realities

Consumer commitment and awareness is not enough by itself to generate high recycling
rates. There are a number of challenges that keep recycling rates low in New Zealand that
are not directly related to consumer behaviour. eenclude:

1  The low price of virgin material and lack of incentive for producers to use recycled
material in packaging, resulting in a weak secondary market for recycled beverage
container materials.

1 A higher volume of imported than exported beverages Hasg in a greater volume of
material in the New Zealand market than can baabsorbed by New Zealand
producers.

1 Lack of a ready market for ndreverage containgproductswith sufficient demand
for the current volume of recycled material.

1 bSg %St f hogRamPpotartkalzoieiseas secondary markets for recycled
material.

The first of these issuesthe lack of incentive for producers to choose recycled material
when raw materials are low costis easily addressed. Other countries have addressed this
problem with raw materials taxes, packaging taxes that adjust to reflect recycled content,
and mandated recycled content minima.

But even if a system change can address the producer incentive, the other challenges
remain. These challenges apply to many maternigsed to produce many different goods,
and the responsibility for overcoming them should not be disproportionately placed on a
small group of producerfecycled material from beverage containers could find an
appropriate usein the manufactureof other products, but if the manufacturers of those
products have no incentive to use recycled material and face layinviraterial coststhis
market will never develop.

The governmenturrertly does less than many governments oversealselp create a
secondary market for recycled materiaks lack oprocurement policiegocussing on
recycled materialsepresents a lost opportuty for government tosupport a strong and
stable secondary market.

Finally, New Zeala®@l distance from potential oveess secondary markets for recycled
material poses a challender recovered material. Shipping glassaisgelyuneconomic and
other material still faceghe difficulty d competing on price when transpiocosts are
added.




The counterfactual is critical

5.1

5.2

The decision to adopt a new system has to be made based on the costs and benefits of the
new system relative to a counterfactuakither thestatus quo, or if an alternative
improvement is possible, then the alternative scheme should be the counterfaCiast.

benefit analysisGBA results identify whether the intervention represents an improvement
relative to the counterfactual.

The Europea CRShave been implemented in a different context

According to a UNESCO repdéitilfana i Palmegt al, 2017) the common contextual
features of European CR&e:

1 A CRS for singlese packaging implemented in addition to an existing widespread CRS
for reuseablérefillable packaging.

1 Alack of any other generalised model for recovering single use packagjngde
kerbside recycling collection).

The counterfactuals in European decisions, therefore, rarely included kerbside recycling or
any system where drancements of kerbside recycling might offer a more -ef&tctive

a2t dziA2y® bSs »SIHflyRQa O2yGSEG A& Of Sk NI @
areas, and improvements to these could potentially offer eeféctiveimprovements to

recyding rates.

A mandated EPR offers the best counterfactualdonandated CRS

A potential alternative to a mandated CRS isandatedEPR based on financial incentives

The key difference between a mandated EPR and mandated CRS is that the former creates
a legal and financial framework to drive industry to identify and implement effective
solutions across the life cycle of recyclable and-remyclable materials, whereas the latter
dictates an operational level solution and imposes it on indusiryhe assumtion that it

will achieve the desired results.

The UNESCIed ARIADNA Projedtifllana i Palmer, et aR017)provides an analysis of
mandated CRS when the counterfactual is a financial incexrtased EPR. It found that
both the mandated CRS and theRERould be net beneficial to society, but that the CRS
resulted in higher collection costs and more environmental damage associated with
inefficient collection of materials. Household costs of the CRS were also found to be
significantly higher than undehé EPR.

The existence of an almost natievide kerbside recycling scheme and credinhalysis
indicating thatEPRapproaches are more casffective, are strongly suggestive that New
Zealand should not rush into a CRS, but rather expand the scope afrtie@tgproject to
consider alternatives, such as EPR schemes.

The key elements of an EPR are:

1 A PRQ potentially one umbrella PR@anagingnultiple materialg or productbased
PROg isformed by industry to collect fees fromdustry, finance the schents), fund
innovations at all stages, and report to government against targets. The formation of a
PRO can be mandated as part of the EPR legislation.
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91 Industry, via theelevantPRO, contracts with collectors and/or councils to recover
materials from houseblds and businesses. The involvement of councils can be left to
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to councils) or can be mandated (e.g. to ensonaterial and geographicoverage).

Figureb below shows how reporting, contracting, financial and other relationships between

government agencies, local government and industry would be altered by an umbrella PRO.

Figure5 Regulatory, reporting and financial relationships an EPR
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The PRO would use fees collected friotustryto fund collection of materials either

through kerbside recycling collection or industegd CRS. In the Norwegian system, the
beverage industry implemented a CRS for PET amdigium cansThis system, designed,
operated and funded by industry, was then formalised in regulation to ensure that
appropriate support systems such as labelling and accessible return/collection points could
be establishednd that industry membershipra contributions would be ensured

Originally, glass was included in the Norwegian CRS but it was later removed as industry
identified alternative solutions as more cesffective Aass is now being increasingly
collected through couneilun kerbside codiction in recognition of the highenaterial

recovery rates that this allow®apineschi et al, 2019)

An EPR does not psappose what methods of collection work best and does not lock
industry into a particular system, but supports multiple approactesel on the particular

challenges of recovering and recycling each material. These challenges evolve over time, so

the EPR provides the flexibility to respond accordingly.

Figure6 below shows how material andoney flow through an EPR system in which local
councils are funded by the PRO to undertake separate collection of recyclable material,
potentially alongside an industgesigned CRS8Vhile separate kerbside collacoh is costly

to councils, PROs will be able to fund such collection for many materials due to the higher
material value obtained and the financial incentive bunitb the EPR.
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5.2.1

Figure6 EPR flows of materials and money

Separate collection

E% Ble =

MREF (lightweight materials)
/ Beneficiation (glass)

Households P app—
andbusineses
Local councils
ﬁ O — ° Collection
payment
Consumers ' )
(o]

Residual waste
collection

Private sector (potentially including
but not limited to CRS)

Ales

Sorting Landfill

payment

; Private activities
sorting/collection

Packaging and recycling innovauon

—

Producer

i//

responsibility
organisation (PRO)

> E'\[% Aley —

MREF (lightweight materials)
/ Beneficiation (glass)
Collection, recovery, sorting,
logistics and material recycling|
innovation

Sale of sorted materials

EPR fee

Producers

— Material Flow

Source NZIER, adapted froRullana i Palmer, et al. (2017)

EPR schemes such as this offer the best solution

Producer responsibility oraanisation (PRO) costs
Producer responsibility organisation (PRO) incomes

-.’

Recyclers

for glass especially due to the use of glass

in non-beverage containers and the role of glass in the contamination of other materials
collected througtkerbside schemes. When glass is included in CRS for beverage containers,
there are two systems for household glass and kerbside volumes are too low to justify
separate collection. When glass is covered by EPR and the PRO funds separate kerbside
collection the efficiency of glass recovery is enhanced and the value of other kerbside

recycling is increased.

Industry collaboration should be &ey objective

a! t£tS@St L leAy3a FASEIR GKIFIG RNAGSa O2ftfl 62NY
scheme that was highlighted as driving effectiveness in a report by the Office of the Prime
aAyAaidSNRa / KAST {OASYyOS ! ROA&A2NI 6W2Y 23 HaMmG

The Norwegian EPRWASS & A 3y SR 0 &

AYRAAGNE Ay NBaLRyasS i

target-based approach to waste minimisation. Under the Norwegian scheme, all plastic
bottle-using producers must pay an environmental tax unless the industry as a whole
achieved a 95 percent rgcling rate on plastic bottles. The Norwegian government left the
design and running of a system to achieve the target up to industry. In response, the

industry:

1 Created an industry body to develop and operate a-@fctive system to ensure
high rates éreturn, recovery and recycling, and to run public education and

awareness campaigns to support this.

1 Implemented a container return scheme
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1 Introduced standardised packaging materials and components to reduce the cost of
recycling and facilitate repeaecycling of packaging

This difference is critical because the tax is adjusted to reflect the recycling rate, so that the
more successful the industry is, the less tax its members pay, up to the target of 95 percent
recycling of plastic bottles at which iob there is no tax.

Because the tax system rewards and punishes collectively, producers are incentivised to
collaborate. This means industry leaders help to bring laggards on board, and innovation
that is costeffective gets widespread takgp. 99 percenbf Norwegian plastic bottkeising
producers have opted into the scheme. Together they have introduced an industry
designed CRS, industisd collection systems, and improvements to enable the highest
plastic bottle recycling rates in the world, includstgndardisation of materials, from

bottle plastic to labels, tops and even glue.




The proposed solution

6.1

The proposed CRS attempts to addrdses problem of litter and recyclables going to landfill
by imposing on producers of googdackaged in targeted materials three fees:

1 A deposit fee, expected to be passed through in full to retail and then the consumer,
which is fully refunded to the consumer when the container reaches a return facility

1 A scheme fee to reflect the average co$tecycling a container through the CRS
(landfill costs associated with containers returned but not able to be recycled will be
reflected in this fee)

1 An advanced material recycling adjustment to reflect the additional (or lower) cost of
recycling the secific packaging type

The CRS is expected to force producers to change the packaging they use to favour
reductions in material used, increased recyclability, and increased recycled content or
reuseability, or else increase prices to consumeéhere are two important considerains
for the likely costeffectiveness of an intervention that apply in this context: Market
efficiencyfor a socially optimal allocation of resourcasd targeting efficiencto get the
best results for thecost

Market efficiency

The most efficienappraach to dealing with negative externalities is what economists refer
to as a Pigouvian taXhe aim of a Pigwian tax is tancrease theprice of the goodso that

it fully reflects thesocial marginal cosif the good. The resulting demand and supply
equilibrium will then reflect the mossocially efficient allocation of resourcé&he

mechanics of the tax will generally result in consumers paying some amount more than
they would have without the taand the producer receiving some amount less than they
would have without the taxthe exact balance dependiran the price elasticity of demand
YR GKS LINE RdzOS Ntheidaxantd Eohshmyei yeSsaszabsaridng Bde & a
Figure7 below.




6.2

Figure7 Pigouvian tax
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The proposed CRS attempts to offer consumers a Pigouvian tax on packaging consumption
and a Pigouvian subsidy recyclingBut a Pigouvian tax and subsidy only result in optimal
outcomes when they perfectly reflect costs and benefits. In markets where values vary
significantly over time (for exampléhe value of recycling is lower when there is weak
demand forrecycled material or when low cost landfill is available for a material that

causes little environmental harm), a Pigouvian tax and subsidy approach offers no
guaranteed advantage over other approaches and should, therefore, be evaluated against
other policy options.

The key issue for the proposed CRS is that although it attempts to take a Pigaxvéant-
subsidy approach to a problem of externalities, it will be unable to produce a socially
optimal outcome because the fixed fees are too blunt for a mlétmaterials market
where values change frequently.

Targetingefficiencywith respect to the litter problem

The Keeping New Zealand Beautiful Litter Behaviour Report (20#&8}jfied thecommon
types of littered items andentified cigarettes and accessoridils (presumably plastic lids
off takeaway cups), food and chewing gasthe items most likely to be littered, with
proportion littered ranging from around 10 percent to over 50 qamit. In contrast,
beverage containers are littered relatively infrequently at less than five pe(sest

Figure8 below).



Figure8 Ratio of bimed to littered items by category in New Zealand
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The report found that, of items littered nationally, beverage containers made up 4 percent
of the problem (as measured by number of itemWljthin this, glass madep only one fifth

of littered beverage container®.8 percent overall)Jandwine and spirits containensere
almost unseen (0.01 percent overall)

Figure9 Items littered nationally
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Glass/Cup/Plate 1% B Utensil 1% Lid 0.4%

. Accessories (serviette,straw) 4% Cigarette & Accessory 78%.

SourceKeep New Zealand Beautif2D18
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6.3

Based on these findings, even a scheme that is 100 percent successful at eliminating
beverage containers from litter will have very little impact on tb&l amount of litterd L (i Q &
also important to note that not all beverage containers areluded in tle proposed CRS:
Beverages in pouches are excluded and probably represent some proportion of the four
percent of litter that isbeverage containers.

Furthermore the proposed CRS does not purport to offer sufficient incentive to prevent

any consumer fromttiering, but rather it expects that it offers sufficient incentifige some
consumesto pick up litter with a deposit value attachédiven that some littering of
beverage containers is still expectadd may lie around for some time before being picked
up, and that litter may blow into inaccessible places, or into waterways where they may not
be retrieved bydepositrefund-seekersthe real benefit associated with any litter reduction

is likely to be triviahnd any expected savings in litter collectame likely to be unrealistit

The targeting efficiency of the proposed CRS is, therefore, weak giveih dioas not
address most of the litter that is identified in its problem definitidm initiative targeting
more significant sources of littdike cigaretteor waste from takeaways (wrappers, lids,
straws, serviettes) or targetingcommonlocations for litterby providing more rubbish and
recycling bindmight be expected to achieve bettegsults

Targeting efficiency with respect to the recycling problem
With regards to recyclinghe proposed CRS equally poorly targeted.

Accordingo WasteMINZ (20203n audit of the kerbside rubbish and recyclio§867
households in New Zealamevealed that PET (#1) drink containers have one of the highest
recycling rate®f any plastic containers on the market, second onlARPE (#2) dairy
containers (76percentcompared with 82ercent seeTable3 below).

Some types of plastics may not be placed in kerbside recydili@go exclusions from
council recyclig schemes. HowevePET is collecteat kerbsidefor recyclingacross most
of New Zealandvith no restrictions on the type of container. Neverthelassn-drink
containers made of PET (#1gve a significantly lower recycling rate than PET drink
containers (52% compared with 76%ee below)That is, almost half afalad dressing
bottles, biscuit trays, salad domgseanut butter containers, etc. are thrown into rubbish
bins and bags despiteeing made of a highly recyclable material supporteddénpside
collection.

The sameomparison is true for HDPE containers. HDPE drink containers m82e a
percent recycling rate, while HDPE rdnink containersonly have a 58 percent recycling
rate.

The proposed benefits even include providing an income source to low income New Zealanders. The government does not appear to

have consulted low income New Zealanders aboutabeeptability of deriving small amounts of income from picking up other

LS2LX SQa ¢l adiSe ¢KSNBE Ad | f & eekiny behaibuadan Idagts iBoreased liter (SallpA 1Y OS G K I
Even if substantial reductns in litter were acieved, litter collection is largely a labeintensive activity, the cost of which is more

likely to be a function of geographic area covered and speed, rather than volume or weight of litter.

In the UK, MacDonalds alone contribute'8 of all litter.
(https://www.telegraph.co.uk/news/earth/earthnews/4223106/McDonaldgaste makesup-largestproportion-of-fast-food-litter -
on-streets.html)

An Australian study found that there are concentric rings of litter around fast food outtitps.://www.abc.net.au/news/201706-
01/circlesof-rubbishring-fast-food-restaurantssaysriverkeeper/8578876




Table3 Plastic containers in kerbde rubbish and recycling collection

Per annum
Plastic containers  Tonnes Tonnes Total Percent of Reduction in
in kerbside collected as collected as tonnes total collected kerbside rubbif
collection kerbside kerbside collected as recycling tonnes if recycling

rubbish recycling rate raised to 76%

Drink containers #1 4,042 13,003 17,045 76% n.a.
Other containers #1 6,744 7,194 13,938 52% 3,399
Dairy containers #2 1,757 7,861 9,618 82% n.a.
Other containers #2 3,305 4,506 7,811 58% 1,430
Containers #3 49 84 133 63% 17
Containers #4 78 160 238 67% 21
Containers #5 4,947 5,169 10,115 51% 2,519
Containers #6 1,073 642 1,716 37% 661
Containers #7 196 395 591 67% 54
Unidentifiable 3,565 2,171 5,736 38% 2,188
containers
Bottle tops and lids 1,411 1,087 2,498 44% 811
(loose)
Total plastic 27,166 42,272 69,438 61% 10,501

container items

*Same recycling rate as drink containers made of BEJ (
SourceNZIER, adapted froitVasteMINZ (2020)

If nondrink containers made of PET had the same recycling rate as PET drink containers,
nearly as much PBWould be prevented frongoing to landfill (3,399 tonnes) as a 100
percentrecycling rate on PET drink containers (4,042 tonrtedending the drinkontainer
recycling rate to nosairy containers made of HDPE (#2), would reduce kerbside rubypish
a further 1,430 tonnes, for a total reduction 4829 tonnes of plastic.

This reduction in plastics to landfill could be achieved simply with improvedration to
households

How can we be sure that that a reductiontie amount of other plastics placed in kerbside
rubbish is achievablePhe number one reason given for plastics going to landfill in the
2 3G6SaLb% NBLR2NI A& aLIAaGAO O2yFdzaAaA2yEyY

1  Only 40percent of consumers know what the recycling symbols mean
1 5,736 tonnes (182 millioitems) of plastic containers have no plastic code on them

The WasteMINZ reporecommended that manufacturers and government investigate
adopting a nationalabelling system such as the Australasian Recycling Label.

The WasteMINZ report also higgtited the importance of other plasticé/hile PET (#1)
and HDPE (#2) are collected by mO2 dzy OAf 4 Q | SNDbaARS O2ftftSOGA2Y
refuse to acceppolystyrene and expanded polystyrei6 and #7)and no more than two

thirds accepPVQ#3), LDPENd LLDPE4)and PR#5).
23 %



A CRS targeting PET drink containers only is targeting a container type that is already
achieving a better recovery rate than other items and financially penalising producers who
are using easily recyclable material.




Uncertainty and risk

A major issue féecting the credibility of a single proposed solution being considered is the
presence of extreme uncertainty across almost every aspect of the proposed CRS.

Even the problem definition is subject to uncertainty because it is not really known:
1  What propation of landfill waste is specifically beverage container material
1 Why beverage container material ends up in landfill

1  What currently prevents consumers from recycling more beverage containgran(a
caring, a lack of information, a lack of recyclmgs when orhe-go).

1  What reduction in litter is necessary to make a meaningful impact on New Zealanders,
on marine life, and on the environment more generally

Quantification of the problem is particularly subject to uncertainty, as illustrated by

Figurel00 Sf 29> RSLIAOGAY3 | GGSYLIia o& GKS hTFAOS
Advisor at quantifying material flows of plastics in New Zealand. kblssice estimates

are equally fraught and this applies to glass and aluminium as well.

Figurel0 Uncertainty in quantifying plastics in New Zealand

Source Office of the Chief Science Advisor

The presence of extreméncertainty has a number of important implications for how the
government should proceed in identifying solutions. Ti&n implication being extreme
caution due to the potential for unintended harm.
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