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Friday, 30 March 2012

To the COAG Standing Council on Environment and Water 
Packaging Impacts Consultation Regulatory Impact Statement

The Australian Council of Recycling (ACOR) welcomes the opportunity to comment to assist Government in making a significant policy reform to move the Australia onto a more sustainable footing in the management of its resources.

INTRODUCTION
ACOR is the peak national industry body for the recycling industry in Australia. 
Its overarching mission is to advocate for improved levels of resource efficiency at the national and state levels and represent all businesses in the value chain of resource recovery and recycling. Its core business is to engage with and advise governments on the practical implications of policy and regulation needed to promote delivery of the business infrastructure necessary to achieve major improvements in the recovery and reapplication of resources, particularly material resources, into the productive economy. 
ACOR seeks to support governments and the community to make the transformation from an inefficient, wasteful linear economic system (where products and materials are disposed of at the end of their productive life) to a closed loop sustainable materials economy.
While the policy framework of the ‘waste hierarchy’ has served as a useful starting point, measures necessary to make the transition to a more sustainable economy require a move away from the out-dated conceptual framework of ‘waste management’ framed in isolation and without reference to the broader context of resource management and sustainability. 
With resource recovery as the desired goal, then the policy, legislative and regulatory settings that direct how to deal with resources that are the by-products of production and consumption must serve an overarching goal of ecological sustainability. This entails a number of core principles:
1. That all resources are inherently limited and should be conserved by making the most efficient use of the resource necessary to provide the product or service for which the resource is deployed
2. The by-products of the production and use of such products and services both before and after consumption should not be wasted but recovered for reuse or recycling within the productive economy, and
3. There must be a presumption that every by-product is a resource (to be redeployed) rather than a ‘waste’ (to be disposed of) until all economic options for making use of the resource are exhausted.

In addition, Waste Hierarchies used in various Australian jurisdictions often omit the remanufacturing" step which recognises the additional benefits (including domestic jobs and investment) that can accrue from utilisation of recyclate in the manufacturing sector as illustrated in Table 1 below. Recyclability should be primary objective of sustainable product design, as resources are inherently finite and valuable.  Greater source separation leads to greater value and greater recovery. The development of the recycling industry by way of government industry policy should be commenced as a priority creating clean, green, labour and knowledge intensive employment.
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In assessing the Packaging Impacts Consultation Regulatory Impact Statement (PICRIS) options ACOR notes that the Australian Packaging Covenant has a proven track record of funding many worthy projects contributing to resource collection infrastructure, including some projects with benefits beyond packaging. It should be noted that ACOR is also a member of the National Packaging Covent Industry Association (NPCIA) and has had input into the NPCIA submission.  To the extent that there are differences between these submissions, it is the result of differing perspectives.




OPTIONS 1-3
As noted in the PICRIS, options 1 and 2 (b) involve relatively low costs and benefits and result in small net costs to the economy, whereas options 2 (c) and 3 involve higher costs and benefits and result in larger net costs.
 
With the resource recovery as the desired goal, all options increase recycling with options 2(c) and 3 having the highest overall recycling rate in 2035 (86.4 per cent). These options also have by far the highest willingness to pay (WTP) values.  Notably, Options 4(a) and 4(b) having the highest beverage container recycling rates, reaching 85% by 2025.  
Excluding non use values clearly leads to a partial analysis as the willingness of the community to pay for non market values will be central to government consideration of the options.  The comparison of CBA results to WTP intervals results in substantial net benefits under options 1-3 inclusive.  Specifically, Options 2 (c) and Option 3 would achieve much more positive CBR ratios if WTP was included as the WTP estimates are much higher than for any other options (PICRIS pp 63). In addition, Options 2(c) and 3 provide the greatest opportunities for resource recovery in packaging alone. However, ongoing industry engagement and development is central to further resource recovery and therefore Option 3, (a Mandatory ADF to be collected by the Commonwealth) is not supported and is also not viewed as politically sustainable at present.  However, an ADF on specific problematic packaging where recyclability is deliberately not selected in packaging design could be usefully considered.

OPTIONS 4(a) and 4(b)
As the PICRIS conclusion notes the assessment of Options 4(a) and 4(b) does not include co-benefits, specifically, increased recycling of other materials, litter reduction, CO2 reduction (particularly in the aluminium supply chain from mine to retailer), avoided resource costs, avoided costs of contaminated mixed waste, greatly improved value of recovered resources and non resource recovery benefits, e.g. opportunities for community groups and the socio-economically disadvantaged.  Ideally, these and other economic,  social and environmental costs and benefits identified by stakeholders should be included in the analysis and quantified or additional qualitative analysis around the scope and potentials for co-benefits articulated in accordance with the COAG Third Principle of Best Practice Regulation ‘adopting the option that generates the greatest net benefit for the community’.  
In addition, there is no substantive analysis of the South Australian model being rolled out nationally, particularly as the South Australian model has no reverse vending machines which drive up the cost of CDS in the analysis. Using South Australian data would also clarify the impact of CDS on kerbside recycling business model.
The issue of the level of a deposit system incentive is not directly addressed (i.e. the higher the deposit the higher the collection rate ceteris paribis). In addition, the provision of an incentive to recover more packaging does not inhibit design factors being taken into account. 
PWC’s own report “Reuse and Recycling Systems for Selected Beverage Packaging from a Sustainability Perspective” strongly supports CDS and the Decision RIS should reconcile the dramatically different conclusions of this report and the PICRIS to have credibility amongst all stakeholders.  

Some ACOR member companies strongly favor CDS as a way of securing secondary raw materials at a lower cost (e.g. aluminum recyclers). However, other member companies which operate material recovery facilities and packaging manufacturing businesses as part of their recycling business can provide economic analysis to demonstrate that continued use of this system is cost effective. Many of these businesses are major Australian employers and manufacturers who, have substantial sunk investments and financial interests in this supply chain and whose remanufacturing underpins municipal recycling in Australia. Similarly, operators of landfills may have a financial interest in keeping materials directed to landfills to maintain economies of scale in the operation of the landfill. The costs and benefits to Councils, ratepayers and collection contractors are likely to be variable and detailed analysis should be undertaken and incorporated in the Decision RIS. 

Industry development, programmatic and funding interventions under any option need to reflect the structural adjustments required.  Legislative implementation would need to consider transitional issues (possibly nullifying existing kerbside contracts to enable renegotiation of terms and conditions). The transaction costs (time and resources) required to undertake this task would be very substantial indeed and should be reflected in the Decision RIS.  If these options are pursed a long transitional lead time for implementation is strongly advised.
PACKAGING DESIGN FOR RECYCLABILTY 
As the PICRIS correctly notes on page 19, current choices in packaging are inhibiting recyclability (e.g. film plastics and pouches). The single largest barrier to increased recycling rates is packaging design, not collection infrastructure or necessarily even governance arrangements. The increasing and completely unnecessary complexity of packaging driven by manufactures marketing in consumer packaging profoundly undermines supply chain alignment and resource recovery.  Through design for recycling and recovery dramatic improvements in the economics of recovery and recycling can be achieved.
For example, simple beverage containers are principally designed to compete for consumer preferences and minimise cost, with complex composites and fixtures contaminating the resource stream and constraining the achievement of government recycling targets.  There is no financial reason beyond competitive advantage between marketers for this to occur.  
Furthermore, light weighting of glass beverage containers reduces the consumption of resource inputs, but had the perverse impacts of large volumes of glass fines going into landfill due to breakage. For example, costs between plastic and aluminium beverage containers are comparable (approximately 14 cents per unit), with aluminium being 100% recyclable if not contaminated with fixtures of other material types.  Equally plastics are a high value use of hydrocarbons and are effectively 100% recyclable, however the dominance of inter-firm competition and indeed infra firm tensions between designers and marketers, as well as production and transport cost minimisation leads to recovery levels of less than 40% because of mixed plastics and fixtures (depending on which data source/jurisdiction is selectively referenced).  
Under any option all beverage containers and packaging should be required to be recyclable. While ACOR’s Recycling Guides for Manufacturers Marketing in Consumer Packaging are referenced in the Australian Packaging Covenant Sustainable Packaging Guidelines and the guidelines are downloaded from the ACOR website by hundreds of stakeholders per year, compliance is entirely voluntary.  A governance mechanism which enforces or incentivises compliance with the guidelines, either through Covenant Signatories or co-existing with any other PICRIS option and regulatory arrangement would dramatically increase the recycling rate of all packaging. 
The further development of this initiative is timely as the guidelines currently being updated (with funding support by the Australian Packaging Covenant), with new modules being produced in the 2012 version (e.g. expandable polystyrene).  Future updates will naturally deal with the emergence of new packaging materials and emergent recycling industry practice and technologies and complexities. “Innovation” in packaging is a significant challenge which can only be dealt with through design for recovery. Importantly, the current update will consult with stakeholders at all stages of the packaging and recycling industry supply chain as a mechanism to gain supply chain alignment and information symmetry.   
In addition, utilising industry standards as quasi regulatory instruments aligns with COAG Principle six requiring that regulation remains relevant and effective over time because industry standards can be much more responsive and adaptable than legislation or regulations.  While the current guidelines are out of date (they were last updated in 2006), in future they will be updated bi-annually.
Furthermore, ACOR is working towards making a contribution to the issue of globalised production and consumption chains by having the next iteration of ACOR’s Material Specification Guidelines translated into Simplified Chinese.  It is anticipated that later versions will be multilingual and multichannel (e.g. computer application and web based). If compliance with the guidelines can be incentivised (e.g. Covenant Signatories) or mandated then perpetual updates and supply chain alignment for recyclability can be achieved. ACOR sees no reason why the Australian Government should have its resource recovery strategies dictated to by foreign packaging manufacturers any more than it permits admission/sale of products to meet other domestic national standards.
In addition, there has been a great deal of discussion, but no meaningful action on product labelling for recyclability.  The principal reason for inaction is that brand owners, packaging companies and retailers individually and collectively, have sought to devise labelling systems as “green wash” in complete isolation from the recycling industry, the only industry capable of determining with any credibility the recyclability or otherwise of packaging in Australia.  A substantial potential co-benefit for using ACOR’s own guidelines as the basis for packaging design is that brand owners that adhere to the guidelines would be able to make claims in relation to the recyclability of products creating competitive advantage and consumers would have the information they need to make informed choices in the purchase and disposal of packaging.
Without design for recyclability the recycling targets outlined in the PICRIS under any option may not be achievable. Packaging design for recyclability may well achieve recycling rates comparable with Options 2(c) through 4 (b) inclusive at a very small marginal cost.
ADDITIONAL COMMENTARY

The focus of any regulatory model should remain on recycling and resource recovery.  Any move to weaken the focus to whole of life impacts will result in increased resource inefficiency and negative externalities. For example, degradable plastics degrade into petrochemical dust and do not biodegrade.  Biodegradable products made of organic biological materials emit carbon and/or methane. Both petrochemical plastics biodegradable packaging made of organic material can be recovered for use as either compost or resource derived fuels/energy from “waste”. 
The trend for online shopping is largely overstated in the public debate with the percentage of retail purchases at (4.9%[footnoteRef:1]) and is largely confined to non perishable light weight consumer items. The percentage of packaging originating from this source is insignificant and will remain a very small proportion of total packaging for the foreseeable future.   [1:  National Australia Bank's (NAB) Online Retail Sales Index 2012] 

The PICRIS acknowledges the federated nature of the regulation of the recycling and waste industries in Australia.  At present all mainland Australian states have a levy of waste going to landfill, each with its own distinct features and a proportion or 100% of levy revenue going into industry development programs and/or funding CDS schemes.  A decision RIS should incorporate these levies, state policies and their related programs for a more comprehensive analysis and to facilitate jurisdictional support for a RIS Decision. Nuanced, combinations of options should also be considered as the abolition of the existing jurisdictional CDL schemes is considered unlikely.  

CONCLUSION

ACOR commends the EPHC on the consultative policy process as a positive move towards a more sustainable Australia and stands ready to assist and advise Government on the formulation of effective policy.  We look forward to the opportunity to make a positive contribution to the enhanced formulation packaging policy and governance in due course.
Yours sincerely

Rod Welford

Chief Executive
 (
>>>>    Sustainable Materials Management for a Sustainable Future    
)
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