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NOTICE OF PUBLIC WORKSHOP

DISCUSSION OF THE DRAFT REPORT: “AN ANALYSIS OF SUBSIDIES AND OTHER OPTIONS TO FURTHER CALIFORNIA TIRE RECYCLING MARKETS”

The California Integrated Waste Management Board’s (CIWMB) Special Waste and Market Development Committee will host a public workshop to discuss the draft report An Analysis of Subsidies and Other Options to Further California Tire Recycling Markets.  The workshop will be held Thursday August 15, 2002 from 9:30AM to 1:30PM at the Joe Serna Jr., CalEPA Building, 2nd Floor, 1001 “I” Street, Sacramento, California 95814.

Background

Assembly Bill (AB) 117 required that the CIWMB submit an evaluation of the State’s handling of waste tires.   The result was the California Waste Tire Program Evaluation and recommendations: Final Report (2001).  From this report a Five-Year Plan was developed. During workshops and discussion for the preparation of the Five-Year Plan, recommendations were made by stakeholders on the need to research the possibility of the State providing financial incentives in the form of subsidies to recyclers of waste tires.  In August 2001, a research contract for evaluating end-use incentives was awarded to the Graduate Program in Public Policy and Administration at California State University, Sacramento.  At the June 10, 2002 Committee meeting (Committee Item X, Agenda Item 62) the draft report was presented and the Committee requested that a workshop be scheduled to further discuss the options described in the draft report.

Draft Report

Under the direction of Professor Rob Wassmer, a group of eight Master’s students researched this issue throughout the fall of 2001.  

The researchers used the following problem statement as their basis for the report:

If stockpiles and landfills are not considered acceptable alternatives, the supply of scrap tires generated in the State of California in 2001 exceeds the uses for these tires by about 25 percent.  Are there solutions to this problem of excess supply, including subsidies or other end-use incentives, which are different than what the CIWMB is currently pursuing?

From the problem statement seven policy alternatives were derived: 1) maintain status quo; 2) further regulation of landfill disposal;  3) per-tire subsidy to waste tire processors;  4) per-tire subsidy to end users of waste tires;  5) further subsidize capital purchases for waste tire processors;  6) per-mile/per tire subsidy for instate transportation of scrap;  and 7) information campaigns.  The problem statement was addressed through the use of a policy-driven benefit/cost assessment.   Each option is evaluated through a listing of relevant benefit and costs that are likely to be generated.  This method allows full consideration of the costs alluded to in the AB 117 report (expensive, creation of marginal businesses that threaten existing businesses, non-sustainable, etc.), but allows for the equal consideration of potential benefits. To evaluate each alternative, five criteria were developed.   Each criterion was assigned a weight of measurement as illustrated in Table 3 (Attachment 1).   Factors used to develop the criteria-rating scale are described in Table 4 (Attachment 2).  The six policy alternatives (alternative 1 to maintain status quo was not analyzed) were evaluated based on the five criteria as illustrated in Table 8 (Attachment 3).   The analysis in Table 8 was used to assign the number values recorded in Table 9 (Attachment 4). After these total scores are calculated for each of the criteria on a given policy option, the five total scores are added together to create a cumulative rating for that alternative.  This allows each cumulative rating to be compared to similar cumulative ratings calculated for all the policy options.  The full copy of the report can be downloaded from the following website:  http://www.csus.edu/indiv/w/wassmerr/tirestudy.pdf

The report presents a technique for the Board to use in evaluating alternative methods to increase markets for recycled tire products.  Applying the technique with specific weighting factors on the criteria resulted in a recommendation for the Board to provide a $0.17 per-tire subsidy for recyclers.  Altering the alternatives considered, the criteria used, and the weighting factors could result in a different recommendation.  Staff is seeking comments on the alternatives, criteria, and weighting factors presented in the report.

Public Workshop

During the public workshop staff and the Board’s contractor will make a short presentation describing the criterion matrix used in the report.  The Committee will then discuss the options and criteria listed in the report.  Anyone wishing to address the Committee during the workshop must complete the required speaker request form.  Written comments can be sent directly to Board Members at 1001 “I” Street, P.O. Box 4025, Sacramento, CA  95812-4025.  If you have any questions regarding the workshop or the report, please contact Sally French at (916) 341-6432 or sfrench@ciwmb.ca.gov.

Table 3: Relative Weights Applied to Each Criterion Used to Evaluate Proposed Policies

	Criterion
	Weight

	
	

	Efficiency
	0.30

	Equity
	0.25

	Sustainability
	0.20

	Political/Legal Feasibility
	0.15

	Administration/Improvability
	0.10

	Total
	1.00


Table 4: Key for Interpreting Criteria-Rating Scale

	Criteria
	Interpretation of Ratings

	
	5 – Very Strong
	1 – Very Weak

	
	
	

	Efficiency
	Anticipated to achieve full policy objective (i.e., further diversion of 8 million scrap tires) within existing cost structure; impact occurs within short-term time frame.
	Not likely to improve existing diversion rates, or produces marginal improvement relative to time frame for realizing benefits.

	Equity
	With the exception of landfill operators, the benefits of the policy are distributed equally across industries; key economic players are not adversely affected relative to their situation prior to implementation. 
	Industries are differentially affected by the policy with notable extremes in impacts across key players; several key players are worse off relative to their situation prior to implementation. 

	Sustainability
	Market distortions are minimal; beneficial impacts of the policy are anticipated to extend beyond the elimination of the program.
	Benefits are not likely to be sustained once the program sunsets; intervention will require indefinite support.

	Political/ Legal Feasibility
	Board endorsement is extremely likely; and/or Board is authorized to implement all proposed policy components.
	Not likely to be endorsed by the Board and/or Legislature; and/or Board not granted authority to oversee or implement any portion of the policy; limited to advocacy role.


	Administration /Improvability
	Implementation could be achieved within existing administrative structure and costs to implement are minimal; and/or policy elements are flexible and amenable to periodic change.
	Implementation will require major administrative restructuring and administrative function is likely to be costly and difficult to manage effectively; and/or policy elements are fixed once the program has been implemented.


Table 8: Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative II:

Further Regulation of Landfill Disposal

Require that all tire material placed in California landfills are processed to a maximum 2.5-inch chip.


	Highly effective at getting waste tires out of landfills.  Increased processing costs force landfill operators to consider the social cost of landfill disposal and bear more of it if they wish to continue to bury scrap tires.  Near-zero cost to implement beyond funding initial advocacy efforts to pass legislation, but some additional costs of increased enforcement. May result in illegal dumping if alternative-use markets do not arise.
	Fair in sense that all landfill operators face higher processing regulation; but relative to other economic actors in tire market, all landfill operators are adversely affected through loss of tire revenue.  In addition, potential increases in operational cost to tire haulers if alternative-use markets are saturated or resulting higher tipping fees are not passed onto new tire consumers.  Consumer may have to pay higher disposal fee along with new $1 per-tire fee.
	Waste tires likely to flow back to landfills if regulation lifted and alternative end-use markets are not significantly developed.  Other than providing a greater flow of scrap tires to  non-landfill uses, this policy does nothing to develop the long-term sustainability of keeping tires out of landfills if the processing regulation is lifted.

	Targeting of landfill operators for new regulation is likely to raise strong opposition from solid waste management lobby.  Also potential opposition from tire haulers and retailers if they anticipate they will have to bear rising costs.

CIWMB has the legal authority to authorize. 
	Minimal administrative requirements beyond routine enforcement.

Improvability could be obtained through raising required chip size if suggested amount does not keep tires out of landfills, or lowering chip size if tires come out of landfills but too costly to tire consumers or haulers.  Improvability hindered if markets cannot absorb diverted tire volume and illegal dumping occurs.


Table 8 (continued): Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative III: Per-Tire Subsidy to Waste Tire Processors

Institute a $0.17 per-tire subsidy paid to California processors of scrap tires that originate in the state.  Paid only if processor has a contract for purchase of material by qualified end- user.


	This per-tire subsidy increases processor demand for scrap tires now going to landfills by lowering processing costs.  These lower costs are passed on to tire haulers in the form of lower tipping fees that make disposal at processor more competitive with landfill.  Rate of subsidy and market conditions determine how effective this proposal is at getting tires out of landfills.
	Landfill operators excluded from reimbursement, but this proposal does not directly target them with a new cost. Tire processors and TDF producers benefit equally under equal rate paid them. Tire haulers benefit when per-tire subsidy results in lower tipping fees for all tire disposal options.
	Requires ongoing high expenditure that could be slowed or discontinued only when end-use markets are substantially developed.  Based on experience of other states, discontinuation of subsidies could not occur in short term (5 to 10 years).
	Historically not supported by the CIWMB, but new Board representation and concerns of competition from Canadian crumb rubber producers may improve political favor. Political objections to cost mitigated by fact that CIWMB now has new resources to do it.

CIWMB has the legal authority to authorize.  
	Requires complex tire manifest system to administer that could be vulnerable to fraud if not adequately regulated and enforced.

Improvability possible by altering reimbursement rate based on observed flow of tires to processors and landfills with current rate in place.


Table 8 (continued): Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative IV: Per-Tire Subsidy to End Users of Waste Tires

Pay purchasers of California products made from scrap tires a  content subsidy of $0.10 per tire for TDF and $0.50 per tire for all other products.  Minimum total purchase of $20,000 and 50 percent tire content required for subsidy.
	Subsidy stimulates demand for product made from California scrap tires.  In turn, manufacturers of these products demand more scrap tires and lower tipping fees, and tires are diverted from landfill disposal. Limited impact if subsidies fail to create a substantial enough increase in demand for final products.
	Direct benefits flow to only TDF and crumb rubber processors.  Though, based on established hierarchy of tire use, differences in subsidy may be perceived as unfair.  Tire haulers benefit when per-tire subsidy results in lower tipping fees in all tire disposal options.  
	Requires ongoing expenditures to maintain support for product demand.  This could only be slowed or discontinued if end-use markets are substantially developed for scrap tires that previously went to landfills, and instead go to alternative end uses without requiring a subsidy.  End uses are slightly more likely to be developed under this per-tire subsidy than previous per-tire subsidy paid to processors.
	A block variant of this proposal in the forms of playground cover, track/recreational surfaces, and green building grants are currently part of CIWMB strategy.

CIWMB has the legal authority to authorize.
	Greater administrative burden in verifying and policing subsidy applicants to make sure they are submitting an appropriate request.  Also need to determine scrap tire content in eligible products.

Potential for improvability through altering per-tire content grant.  This could be in the form of amounts and relative differences for TDF and other products. 


Table 8 (continued): Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative V: Further Subsidize Capital Purchases for Waste Tire Processors

Double the use of existing program to provide a matching grant of up to $250,000 to assist California firms in obtaining capital to increase their use of scrap tires generated from within state by at least 250,000 a year.  
	A grant to purchase tire-processing machines lowers production costs and savings are likely to be passed on to tire haulers in the form of lower tipping fees.  This will encourage the diversion of scrap tire volume from landfills.  Processing requirements must be met before grant  is given, improving efficiency.  Though requires minimum amount of tires be processed to receive loan, still less of a direct impact than per-tire subsidy program.
	Grants target all tire processors and TDF producers, but do favor new market entrants or expanding firms because a firm with existing machines has no immediate need to buy new ones.  Lower cost to purchase machines passed onto tire haulers in the form of lower tipping fees.   Product manufacturers that use processed scrap tires benefit from lower cost of material supply.  As with all policy proposals, landfill operators are worse off due to competition for tires.
	Once tire processor receives grant and purchases machine then the increased demand for scrap tires is sustainable for as long as the machine lasts (say 10 to 20 years).  But like other programs, this one is only sustainable in longer run if end-use markets develop that make the purchase of a replacement machine worth it without necessitating another subsidy.  
	Component of current waste management strategy and therefore idea already supported by CIWMB.

CIWMB has the legal authority to authorize an expansion of existing program.
	Some increase in administrative burden resulting from higher volume of grants/loan reviews and additional requirements beyond what is currently done.  But does not require new infrastructure to implement.

No potential for improvability for tire use by a firm receiving a grant once it has been given. Program allows for some refinement between funding releases.


Table 8 (continued): Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative VI:

Per-Mile, Per-Tire Subsidy for Instate Transportation of Scrap Tires

Reimburse California-based tire haulers $0.08 for transporting a California-generated scrap tire 100 miles.  
	Many scrap tires currently go to landfills, even when the tipping fee is greater than at an alternative processor, because of the cost of transportation to the non-landfill alternative.  A subsidy would overcome this misdirection and divert tires from landfills.  However, such a plan would do little in the case of a landfill and crumb rubber processor located near each other if the landfill charges a lower tipping fee.
	This transportation subsidy is available to all tire transporters, but more of it would go to rural operators or those farther away from non-landfill processors.  This subsidy would also unequally benefit processors that are farther from places where scrap tires are generated in that they would see the largest increase in scrap tire deliveries.
	Like other proposals, once this transportation subsidy was removed, the delivery of some scrap tires to processors would cease and the tires would revert back to landfill disposal.  The exception being if the program has increased end-use demand for scrap tires.  
	The Board has neither used a transportation subsidy in the past nor, to our knowledge, even discussed it.  Tire transporters are the direct beneficiaries of this program and as a group they are likely to have the least political clout.

CIWMB has the legal authority to authorize this program.
	Of all the proposed policy alternatives this is the most difficult to administer.  It requires knowledge on scrap tire origination, tire transporter origination, and distance to nearest non-landfill processors of all possible types.  Though it could be done using GIS technology, it would still be costly to implement and police.

Potential for improvability through altering amount of per-tire transportation grants.


Table 8 (continued): Qualitative Alternative-Criterion Matrix for Waste Tire Management Alternatives

	
	Criterion 1:

Efficiency


	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criteria 4:

Political/Legal

Feasibility
	Criteria 5:

Administration/

Improvability

	Alternative VII: 

Information Campaigns

Spend up to $4 million per year on information campaigns on the benefits of TDF, rubberized asphalt, and other end products that use scrap tires as a primary input.  
	The efficiency of an information campaign is very uncertain.  It depends entirely on how the public and government agencies respond to the information given them.  If current lack of demand for products produced from scrap tires is not caused by wrong information or lack of it, and it is more driven by cost considerations, then this program will be highly inefficient at achieving the diversion of tires from California’s landfills.
	No real issue of fairness arises here with the possible exception of the decision regarding where to target theinformation campaign.  In interest of fairness, we would suggest one-third divisions of information budget on issues relating to TDF, crumb rubber, and rubberized asphalt.
	By definition, if this program succeeds at permanently changing peoples’ and governments’ perceptions on the further non-landfill applications of California scrap tires, then it will be the most sustainable of all the policy alternatives.   
	Political opposition to documented information being more widely distributed should be limited.  Exceptions could come from those in the traditional asphalt industry worried about losing market share and environmentalists fearful of increased use of TDF (no matter what the scientific evidence says). 

CIWMB has the legal authority to authorize this expansion of the current program.
	By the very nature of this proposal, nearly the entire cost of this program is administrative.

Potential for improvability is high given that a certain form of information campaign can be tried and if it fails to divert the necessary amount of scrap tires from California’s landfills it can be changed or abandoned and a new one put in place.


Table 9: Qualitative Alternative-Criterion Matrix for Waste Tire Management in California

Ratings: (1) very weak, (2) somewhat weak, (3) moderate, (4) somewhat strong, and (5) very strong.

	
	Criterion 1:

Efficiency
	Criterion 2:

Equity
	Criterion 3:

Sustainability
	Criterion 4:

Political/Legal

Feasibility
	Criterion 5:

Administration/

Improvability
	Total Score

	Alternative II:

Further Regulation of Landfill Disposal


	Rating: 5

Weight: 0.30

Total: 1.50
	Rating: 2

Weight: 0.25

Total: 0.50
	Rating: 1

Weight: 0.20

Total: 0.20
	Rating: 1

Weight: 0.15

Total: 0.15
	Rating: 5

Weight: 0.10

Total: 0.50
	2.85



	Alternative III:

Per-Tire Subsidy to Waste Tire Processors


	Rating: 4

Weight: 0.30

Total: 1.20
	Rating: 4

Weight: 0.25

Total: 1.00
	Rating: 2

Weight: 0.20

Total: 0.40
	Rating: 3

Weight: 0.15

Total: 0.45
	Rating: 3

Weight: 0.10

Total: 0.30
	3.35



	Alternative IV:

Per-Tire Subsidy to End-Users of Waste Tires


	Rating: 4

Weight: 0.30

Total: 1.20
	Rating: 3

Weight: 0.25

Total: 0.75
	Rating: 3

Weight: 0.20

Total: 0.60
	Rating: 3

Weight: 0.15

Total: 0.45
	Rating: 2

Weight: 0.10

Total: 0.20
	3.20

	Alternative V:

Further Subsidize Capital Purchases for Waste Tire Processors


	Rating: 3

Weight: 0.30

Total: 0.90
	Rating: 3

Weight: 0.25

Total: 0.75
	Rating: 3

Weight: 0.20

Total: 0.60
	Rating: 4

Weight: 0.15

Total: 0.60
	Rating: 4

Weight: 0.10

Total: 0.40
	3.25

	Alternative VI:

Per-Mile, Per-Tire Subsidy for Instate Transportation of Scrap Tires
	Rating: 3

Weight: 0.30

Total: 0.90
	Rating: 3

Weight: 0.25

Total: 0.75
	Rating: 2

Weight: 0.20

Total: 0.40
	Rating: 2

Weight: 0.15

Total: 0.30
	Rating: 1

Weight: 0.10

Total: 0.10
	2.45

	Alternative VII:

Information

Campaigns


	Rating: 2

Weight: 0.30

Total: 0.60
	Rating: 4

Weight: 0.25

Total: 1.00
	Rating: 3

Weight: 0.20

Total: 0.60
	Rating: 4

Weight: 0.15

Total: 0.60
	Rating: 4

Weight: 0.10

Total: 0.40
	3.20


California Environmental Protection Agency

Printed on Recycled Paper

The energy challenge facing California is real. Every Californian needs to take immediate action to reduce energy consumption. For a list of simple ways you can reduce demand and cut your energy costs, see our Web site at http://www.ciwmb.ca.gov/.
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