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Two Studies on the Economic Impacts of Diversion: A Brief Review by Board Staff

Two economic studies were recently completed with financial assistance from the Board:

· Researchers at the University of California, Berkeley (UCB) conducted one study, The Economic Impact of Waste Disposal and Diversion in California.  

· The National Recycling Coalition, in association with R.W. Beck, prepared the other study, the California Recycling Economic Information Study (REI).  

This quick review attempts to point out some similarities and explain some differences between the studies; however, neither study was designed to compliment, refute, or relate to the other.  This review does not highlight the many unique findings in each study.  Each study contains a wealth of information and should be examined individually.  

Different Study Objectives

The UCB study:

· Quantified the economic impacts of disposal and diversion (mainly recycling and composting) within California consistent with the Integrated Waste Management Act of 1989 (AB939).   

· Compared the economic impacts of diversion to those of disposal.

· Showed how economic impacts from diversion in different regions within California aggregate to impact the Statewide Economy.

The REI study:

· Used a broader definition of diversion to quantify the size and makeup of the diversion industry (recycling, composting and reuse) in California and its economic impacts.  

· Compared diversion to other sectors of the economy.  

· Showed how the economic impacts from diversion in California fits within the Nationwide Economy.

Similar Study Findings

Both studies were needed because they studied different questions and pursued different goals.  While they had different goals, their findings both clearly show the economic benefits of diversion:

· Solid waste diversion is a big business, comparable with other large industries in California.

· Diversion has a bigger impact per ton on the economy than disposal.  

· The statewide economic impacts from diversion are nearly the same or higher than the impacts from disposal.
Economic Impacts Per Ton

Both studies used IMPLAN economic software to construct an input-output model of the economy.  However, each study used different assumptions, input data and methodologies.  Even with these differences, the resulting economic impacts per ton diverted are surprisingly similar.  Both studies show that the “per ton” economic benefits of diversion far exceed those of disposal.  Recycled materials stay in the economic mix longer and are handled in more economic sectors, while disposed waste often takes a relatively short one-way trip out of the economy and into a landfill.  As shown in Figure 1, diversion has a consistently higher economic benefit in the areas of sales/outlays, income, value-added and jobs.  

Averaging the results of the two diversion studies show that when material is diverted rather than disposed:

· Sales/Public Outlays more than double (212%), 

· Income increases by more than half (165%),

· Value-added nearly doubles (177%), and 

· Jobs nearly double (190%).
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Statewide Economic Impacts

The results of the two studies differ more in the area of overall economic impacts.  As shown in Figure 2, the UCB study suggests that diversion and disposal have very similar overall impacts on the California economy, while the REI study suggests that diversion has a higher overall economic impact than disposal.  In either case, diversion of solid waste has a major impact on California’s economy.  If the UCB study had included the economic impacts from reuse and other source reduction activities, then the impacts from diversion would likely have exceeded those from disposal in every case.  It is clear that even at the 37% diversion rate in 1999, California had reached the point where diversion became more important to the economy than disposal.
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Diversion Tonnage Estimate Differences

Both studies included the tonnages and impacts associated recycling and composting, and neither study included the impacts associated with most types of source reduction.  However, there were several significant differences regarding diversion tonnage estimation that affected the calculation of economic impacts.  Because of differences in definitions, sources and methods, the UCB study diversion tonnage estimate was approximately half what the REI study estimated for diversion.  While the REI study calculated the economic impacts from reuse, reuse was not included in the tonnage estimates, so it is not responsible for the difference.  Figure 3 shows some of the reasons for the difference in diversion tonnage.  
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Diversion Tonnages and Diversion Rates

Much of the tonnage difference is due to the conservative nature of California’s diversion rate measurement system.  Many other states are not as constrained and post higher diversion rates.  Neither study was designed for use in calculating a statewide diversion rate.  However, the REI study presents an alternative way of quantifying diversion.  While not consistent with the state’s official diversion rate measurement system that reports 37% diversion in 1999, this higher diversion amount would have resulted in a 54% statewide diversion rate.  Some would argue that this more accurately reflects California’s commitment to, and investment in, diverting solid waste.   The 1999 official statewide diversion rate was 37% with an estimated 22 million tons of solid waste diverted.  



Summary

Diversion is good for the economy as well as the environment.  Already exceeding those of disposal, the economic impacts associated with diversion will continue to grow as the state progresses toward the goal of zero waste.  

Figure 1.  Economic Impacts in All Sectors of the California Economy


Per Ton Diverted or Disposed


Impacts include Direct (from the primary players engaged in diversion or disposal activities), Indirect (from entities that interact with or are influenced by the primary players) & Induced (from subsequent personal and household spending).





Figure 2.  Overall Economic Impacts in All Sectors of the California Economy


For Statewide Diversion or Disposal


Impacts include Direct (from the primary players engaged in diversion or disposal activities), Indirect (from entities that interact with or are influenced by the primary players) & Induced (from subsequent personal and household spending).





Figure 3.  Tonnage Difference Between the Two Studies 








Reasons for Differences in Tonnages:


UCB study used Board estimates of diversion. REI calculated diversion based on surveys and census data.


UCB study included only waste generated within California. REI study also included materials imported or passing through.  


UCB estimates excluded materials (some inert solids & scrap metals, used oil and tires) consistent with the provisions of AB939. REI included them.


UCB study included biomass and transformation.  REI excluded all incineration and waste-to-energy.


UCB included alternative daily cover.  REI did not.


UCB study covered 1999. REI study covered 2000.
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Reasons for Differences in Tonnages:


the REI study included impacts associated with reuse and remanufacturing  


he UCB study used estimates provided by the Board for diversion of waste generated within California, while the REI study also included diversion activities related to materials imported into California and those passing through California.  The UCB estimates also excluded certain materials (some inert solids & scrap metals, used oil and tires) consistent with the provisions of AB939.
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Figure 4.  Statewide Diversion Rates using Study Data 
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