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In recent years recycling advocates have increasingly embraced the concept of product stewardship.  This overview was prepared to promote a common understanding of product stewardship issues and to update readers on one particular effort -- the National Electronics Product Stewardship Initiative (NEPSI).  The overview addresses six topics: 

· Defining product stewardship;

· Promoting product stewardship;

· Establishing goals;

· Assigning responsibility;

· Who pays and how; and

· Implementing product stewardship systems.  

The following sections briefly summarize each topic, list associated issues, cite examples of how certain product stewardship initiatives have addressed the issues and briefly summarize how the issues are being handled in the NEPSI dialog.  This is not a comprehensive guide.  As an overview of issues, it is necessarily limited in scope and intentionally raises many unanswered questions.  A companion piece, the Product Stewardship Resource Guide, lists select Internet web sites providing vastly more information.  Both documents are available online at http://www.ciwmb.ca.gov/Electronics/Stewardship/PSSP/default.htm.

Disclaimer:  This document strives to present product stewardship issues in a balanced way that respects the range of stakeholder perspectives. Since the government and non-profit sectors have most actively framed and promoted these issues, they are most frequently cited herein.  

DEFINING PRODUCT STEWARDSHIP

While the term product stewardship is sometimes used haphazardly to invoke any number of environmental concerns, a more consistent use of the term has recently emerged.  Definitions vary, but most government and non-profit groups promoting product stewardship emphasize the need for national, industry-wide systems addressing two fundamental requirements: (1) The need for all parties involved in producing and consuming products to share responsibility for (2) minimizing environmental impacts throughout the product’s lifecycle. As a practical matter, advocates typically accept reuse and recycling goals as a surrogate for more complex life-cycle measures.  And within the shared responsibility framework, advocates emphasize the need for producers in particular to assume a degree of physical or financial responsibility for achieving goals.  (Some advocates prefer another buzzword, extended producer responsibility, and insist that producers take full responsibility for managing waste associated with their products.)  Advocates argue these two points – producer responsibility and minimizing life-cycle impacts – provide a framework for long-term, sustainable progress in materials management.  

Industry representatives, on the other hand, are more likely to champion specific, business-oriented practices adopted by particular companies as hallmarks of product stewardship, and may or may not be interested in efforts to establish national, industry-wide systems with narrowly defined, date-certain goals.  Debate over these two product stewardship visions is the foundation for the many issues outlined in this overview. 
Issues 
Should the term product stewardship be reserved for initiatives seeking long-term national, industry-wide solutions? Does this ignore company-specific efforts involving waste prevention, design for the environment or reducing emissions from their facilities? Is there a danger of product stewardship being co-opted to include virtually any action related to environmental issues? What degree of producer responsibility is implied by the term product stewardship?

An Example

According to the Minnesota Office of Environmental Assistance: “Product stewardship means all parties with a role in designing, producing, selling or using a product assume responsibility for the environmental impacts of that product throughout its life. In particular, product stewardship requires manufacturers to share in the financial and physical responsibility for collecting and recycling products at the end of their useful lives.” 

	National Electronics Product Stewardship Initiative

Definitions

NEPSI participants have not formally defined product stewardship but have agreed to seek agreement on "a system, which includes a viable financing mechanism, to maximize collection, reuse, and recycling ... while considering appropriate incentives to design products that facilitate source reduction, reuse and recycling; reduce toxicity; and increase recycled content."


PROMOTING PRODUCT STEWARDSHIP

As this overview illustrates, product stewardship involves addressing many issues that pit the divergent interests of one stakeholder group against another, a process typically handled through facilitated dialogs or legislative processes.  In addition to these two channels, advocates have promoted product stewardship through local government resolutions, shareholder resolutions introduced by socially responsible investment funds and activist approaches that “put pressure” on targeted firms and other groups.  While product stewardship is often associated with voluntary agreements, legislation has been a driver for many industry-wide systems satisfying the definition of product stewardship given above (especially abroad but also in the US). And, even some industry stakeholders acknowledge that voluntary efforts may require some type of legislation to codify agreements, implement any government obligations and address the so-called free-rider issue (the potential for some firms to avoid responsibilities their competitors may undertake).  Some environmental activists argue that voluntary, multi-stakeholder dialogs undercut the potential for more enforceable legislated solutions.  One key interest of industry stakeholders, on the other hand, is to secure voluntary national solutions that avoid the potential for a state-by-state legislative patchwork. 

Issues
What is the most effective approach to promote national, industry-wide product stewardship initiatives?  Can the tension between legislative and voluntary approaches be resolved? Is it reasonable to expect voluntary, multi-stakeholder dialogs to achieve long-term, sustainable results? Which organizations are best positioned to convene and facilitate multi-stakeholder dialogs? Should voluntary efforts seek consensus among many diverse stakeholders or focus (at least initially) on more narrow commitments involving a small number of “market leaders?”   Can companies find competitive advantage by pursuing product stewardship goals? 

What products and/or industries should be priorities for product stewardship promotion efforts?  How much weight should be allocated to the different criteria for establishing priorities that have been suggested by advocates (e.g., focusing on products that are a high percentage of the waste stream, that contain toxic materials or that are particularly challenging or costly to existing, local-government run recycling programs)? Should promotion efforts target broadly defined industry sectors (e.g., all packaging) or more narrowly defined sectors (e.g., beverage containers)?

An Example

The Midwestern Workgroup on Carpet Recycling was launched in early 1999 by state agencies in Minnesota, Wisconsin and Iowa, with support from US EPA. The workgroup ultimately grew to over 40 participants, including additional states, the Carpet and Rug Institute (representing 92% of US carpet production), retailers, recyclers and environmental organizations. The initial objectives included securing commitments to achieve specified recycling targets by all stakeholders. In January 2001 participants signed an MOU that led to the next stage in the process, the formation of a third party organization to negotiate outcomes and implement programs.  In January 2002 this process culminated in the formation of the Carpet America Recovery Effort (CARE), an organization with multi-stakeholder oversight funded by the carpet industry and charged with achieving a landfill diversion goal of 40% by 2012 (a significant increase upon currently very low recycling rates).  These goals are viewed as first steps toward fulfilling a long-term commitment by the carpet industry for the eventual elimination of land disposal, incineration, and incineration with energy recovery (waste-to-energy) of waste carpet.
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Overview of the NEPSI Process 

NEPSI is a national dialog involving some 45 stakeholders representing government, manufacturers, environmentalists and others. NEPSI was spearheaded by US EPA, the Minnesota Office of Environmental Assistance and other government and non-profit organizations. Retailers have been notably absent, although efforts are underway to bring them to the table.  The dialog is organized as a multi-stakeholder consensus process, with the University of Tennessee’s Center for Clean Products and Clean Technologies acting as facilitator. Several sub-groups are working on the details of key issues, including financing, recycling infrastructure, regulatory issues, evaluating the need for a third party organization to administer the system and developing an action plan to implement it. The “road map” agreed to by participants for the dialog involves a series of five meetings over one year, with the final meeting currently scheduled for Fall 2002.


ESTABLISHING PRODUCT STEWARDSHIP GOALS

Most agree that product stewardship programs should include clear, measurable goals, track progress over time and adjust programs accordingly as warranted.  Generally, environmental organizations push for very aggressive, date-certain goals, while industry stakeholders often argue for more broadly-defined goals or date-certain objectives that are clearly shown to be attainable and justified based on business interests. Government stakeholders have often bridged this gap by promoting negotiated outcomes balancing these positions. 

Issues

How aggressive should goals be? Should goals be set at levels thought to be attainable given current technologies and market conditions, or should goals be established to drive innovation beyond what is currently thought possible?  Is it desirable to formally establish visionary goals like “zero waste” that can serve to shift paradigms, even though all stakeholders may agree they may be approachable only in the distant future?

Are reuse and recycling goals appropriate surrogates for the broader environmental goals product stewardship advocates seek?  Given the complexity of life-cycle analysis studies, is it practical for product stewardship initiatives to adopt broader environmental goals rather than recycling goals (e.g., reduced energy use, reduced use of toxic materials or reduced air and water emissions)? Are reuse and recycling goals consistent with source reduction goals? Given that most stakeholders acknowledge the waste prevention benefits of reuse, should reuse be emphasized over recycling? Is it possible to promote waste prevention in a recycling-focused system? Should incineration be allowed to “count” toward recycling goals? 

To what extent should economic measures like program cost and effectiveness be adopted as goals?  How can cost data be gathered on a real time basis, given concerns over proprietary business data? How can information on best practices be shared, given concerns over establishing competitive advantage?

What should be the consequences of not achieving goals? Is there a need for some type of enforcement mechanism? Must viable enforcement mechanisms involve legislation? Can positive incentives serve as a sufficient enforcement mechanism? How can data collection systems be established that are widely trusted and accepted?  Who should administer such tracking programs? Who should authorize program changes as conditions change over time?

An Example
The Multi-Stakeholder Recovery Project (MSRP) was initiated by Businesses and Environmentalists Allied for Recycling, a project of Global Green USA to identify strategies that could achieve an industry-wide recycling rate for beverage containers of 80%.  The project adopted a strategy of pursuing multi-stakeholder consensus through facilitated discussion among a relatively small 14-member task force that included at least one representative of each of the following stakeholder groups: beverage producers, container producers, recycling and waste management companies, end-users of recycled plastics and other containers, local and state government and environmental organizations. A 25-member advisory committee provided broader stakeholder representation. While all Task Force members agreed to identify strategies that would achieve the 80% goal (among other guiding principles), this proved to be a major issue as the dialog unfolded. Many viewed the 80% goal as “code” for deposit systems, which most stakeholders acknowledged were the only proven way to achieve such a high recycling rate. And industry stakeholders remained steadfastly opposed to deposit systems.  In its first stage, the MSRP emphasized collaborative research to agree on the costs, benefits and effectiveness of alternative recycling programs, culminating in the joint release of a detailed report in January 2002.  Shortly after the report’s release, stakeholders engaged in a bitter, public debate over one particularly controversial aspect of the report (the relatively low unit costs reported for the California Beverage Container Redemption Program).  Negotiations are currently underway to initiate stage two of the MSRP process.
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Discussions over Goals

A NEPSI subgroup is discussing the establishment of specific metrics and timetables for measuring progress.  As noted above, the goal of the dialog process itself is to agree on a system to “maximize collection, reuse, and recycling ... while considering appropriate incentives to design products that facilitate source reduction, reuse and recycling; reduce toxicity; and increase recycled content.”


ASSIGNING RESPONSIBILITY

Assigning roles and responsibilities is one of the two most fundamental product stewardship issues (along with funding, described next). A range of responsibilities must be assigned, including contracting for and/or operating recycling collection services, transportation, processing, marketing, market development, product design, public education, tracking, oversight and making program adjustments as conditions change.  Product stewardship calls into question the status quo allocation of these responsibilities (whereby local governments usually have primary responsibility for achieving recycling targets) and asks all stakeholder groups to assume new types of responsibilities in a way that will best achieve long term goals throughout the system.  While government and non-profit advocates emphasize the need for producers to assume some degree of financial or physical responsibility for achieving recycling goals, industry stakeholders typically view municipal governments as having primary responsibility, while acknowledging a role in helping to support and encourage municipal efforts.

Issues

Who should be responsible for implementing and administering product stewardship programs?  What degree of responsibility should producers have in implementing recycling programs? Should responsibility for supporting recycling collection be explicitly assigned (e.g., market development, design for recycling, public education, etc.)?  Can a shared responsibility framework adequately incentivize producers and others to support recycling collection efforts? 

How can industry and other groups work together to implement programs? How can issues like anti-trust concerns, sharing proprietary data, diffusing information on best recycling technologies be overcome? 

An Example

The German Ordinance on the Avoidance and Recycling of Packaging Waste, enacted in 1991, places a legal obligation on retailers and manufacturers to take back and recycle transport, secondary and sales packaging. The ordinance provides a strong incentive for producers to participate in an industry-funded recycling corporation by exempting those that do from company-specific obligations to take back packaging that would otherwise come into force.  The ordinance led to the establishment of Duales System Deutschland AG (DSD). DSD developed the green dot emblem that now appears on packaging throughout Europe and increasingly, in other countries as well. DSD’s green dot is licensed to member companies who pay a fee based on the number of packages sold, with the funds used to underwrite an extensive recycling collection and processing infrastructure. Government accepts the green dot as proof of compliance with the ordinance. In recent years an organization called Pro-Europe was established to license the use of the green dot emblem in other countries (the Canadian group, Corporations Supporting Recycling, has recently acquired rights to its use).  The Packaging Ordinance sets aggressive goals for the collection and recycling of different types of packaging, with producers required to submit detailed data to measure progress. Many aspects of the program remain controversial, and it is subject to periodic amendments. The German Packaging Ordinance directly set the stage for the European Union’s Directive on Packaging and Packaging Waste, which requires similar programs in all member states.
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Discussions on Allocating Responsibility

NEPSI participants have yet to agree on a specific scheme for allocating responsibility. While they are likely to evolve in an unpredictable way, discussions have focused to date on a front-end financing mechanism that would be paid by consumers and passed along either by retailers or producers to a third party organization responsible for administering the system, with recycling collection services potentially provided through a combination of local governments, private recycling companies and/or retailers. Government and industry participants have each prepared short documents summarizing the range of responsibilities they currently undertake, and the range of new responsibilities they are prepared to consider. Many issues related to allocating responsibility remain unresolved.


WHO PAYS AND HOW?

Along with the question of allocating responsibility, funding is one of the most controversial and critical of product stewardship issues. The issue is not only who pays but how, since the structure of funding mechanisms directly impacts whether financial incentives exist for producers and other groups to support recycling and the willingness of stakeholders to accept the program.  In general, government and environmental groups favor “front-end” funding mechanisms that place the financial burden on producers and consumers (who have direct control over how products are produced and consumed).  Industry stakeholders typically favor “back-end” financing mechanisms like recycling service fees and other locally-administered mechanisms.

Issues
Should fees be assessed at the front end or back end of the product cycle?  If a front-end fee is established, should it be paid by retailers or producers? If producers pay the fee, will they be able to pass it on to retailers and consumers, or do retailers exert sufficient negotiating leverage to force producers to internalize the fee through their bottom line? Should the fee be visible to consumers through a product label or receipt, or should it be internalized into a product’s retail price? How do these decisions impact the price signals the system sends to various players? 

What is the most effective, fair and equitable funding mechanism?  How is it possible to ensure that all entities are affected equally (e.g., including Internet and catalog sales)? Should fees be based on the volume, weight or number of units sold? Should fees be based on the actual cost to recycle products or other environmental impact factors? Can fees be structured to directly provide incentives for design for recycling, waste prevention, use of recycled content or other environmental goals? Is it practical to implement complex fee structures striving to provide these incentives? Who should administer the fee system and who has authority to adjust it over time? 

How should funds be disbursed? Who should be eligible for funding (e.g., local governments, private recyclers or retailers)? Should the fund administrator contract with a few recyclers or seek to reimburse a wide range of different recycling firms? Should funds cover all stages of recycling or only a portion?  How can entrepreneurial collection firms be encouraged to innovate progressively more efficient and effective programs?

An Example
Although enacted long before the term product stewardship emerged, the California Beverage Container Recycling and Litter Reduction Act (AB 2020) is an example of a statewide product stewardship initiative that allocates responsibility among producers, distributors, retailers, recycling collection firms, consumers and government agencies. The program also includes innovative and highly controversial funding mechanisms. Under the California Department of Conservation administered program, distributors pay the state the redemption value for beverage containers sold, and the state distributes these funds to certified recyclers (including retailer-affiliated “convenience zone” recycling centers and independently operated recycling facilities) who pass the redemption amount back to consumers participating in recycling services.  A portion or unredeemed redemption payments is also passed on to operators of municipal curbside programs based on estimates of the number of covered containers they collect. Additionally, producers pay a processing fee based on the estimated actual net cost of recycling each type of container, and these funds are used to subsidize recycling collection and processing efforts. Surplus funds are used to support recycling collection through public education, market development and other activities.  In 2000 the program was significantly expanded to cover virtually all types of beverage containers, making it by far the most comprehensive program of its type in the US.  The program is highly controversial and has triggered an annual stream of legislative proposals and litigation since its enactment in 1986.
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Funding Issue Discussions

Like other issues being discussed by NEPSI participants, many issues related to funding have yet to be resolved and the proposals now under discussion may evolve considerably.  After its March 2002 meeting, NEPSI participants publicly announced they would work toward the development of a front-end financed system, and that this system may be managed by a third-party organization.  Participants also agreed to work together as part of the NEPSI process to develop draft federal legislation or a consensus about other implementation elements by the end of the  NEPSI process (currently scheduled for Fall 2002). Issues still unresolved include: how funds would flow; whether and how the fee would be visible to consumers; whether the fee would be structured to provide incentives for design-for-recycling or to achieve other environmental objectives; the exact product types covered and how funds would be disbursed and used to achieve program goals.  Some NEPSI participants have stressed that they have not yet agreed to a front-end fee; they have only agreed to focus future discussions on the design of such a fee system to determine whether it is feasible and can be supported by consensus.


IMPLEMENTING PRODUCT STEWARDSHIP SYSTEMS

Even after the above issues have been addressed, there remain a variety of implementation issues critical to a product stewardship program’s overall feasibility. Most fundamentally, institutions are required to ensure that the actions agreed to are in fact undertaken and sustained over the long-term. Options for program administration include an industry consortium, a multi-stakeholder organization, government agencies and any number of variations on these themes.  Perhaps because there is little experience with these types of institutions in the US, stakeholders have not articulated as strong of positions as they have on other issues. 

Issues

What institutions are required to implement product stewardship programs? How much authority should administering institutions be vested with (e.g., designing funding mechanisms and recycling programs) and how much should be determined in advance through the product stewardship promotion process?  Who should have oversight of such institutions – is there a role for multi-stakeholder involvement?

What issues constrain the formation of product stewardship institutions?

Do regional and global trade agreements have provisions that affect the establishment of industry consortia? Do US anti-trust laws inhibit industry’s ability to work together? Do interstate commerce rules come into play?  Will small recyclers be able to compete for contracts under the program with large recycling companies? 

Is there a need for legislation to codify the program and ensure that all players participate in an equitable manner?  What regulations are required to ensure that materials are handled in an environmentally safe manner? How can enabling legislation be as simple and effective as possible – should it proscribe broad performance goals or specific details of product stewardship agreements? What enforcement mechanisms should be included?

An Example

British Columbia (Canada) has enacted three landmark product stewardship programs: one covering beverage containers, one covering paint and a third program that covers solvents, flammable liquids, gas, pesticides and pharmaceuticals. While program details vary, each requires brand owners to submit stewardship plans to the government for approval that demonstrate such things as: how the products will be recovered and managed in an environmentally responsible manner; how industry-operated depots or other collection systems will be made convenient to consumers in all areas of British Columbia; how specified recycling targets will be achieved (the target for beverage containers was an 85% recycling rate within two years of the program’s implementation); how brand owners will report progress to Government administrators; and how programs will be funded.  
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Discussions of Implementation Institutions

NEPSI participants have formed subgroups to discuss many implementation details, such as the potential need for and structure of a third party organization, an action plan for promoting enabling legislation and other implementation steps and the possible need for regulatory revisions at the federal and/or state levels.  No agreement on these implementation steps has yet been achieved and their resolution directly depends on how assigning responsibility, funding and other issues are ultimately handled. 
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