Model Studies

12

Incentive Programs
for Local Government Recycling and Waste Reduction

Overview

Local governments define the economics of solid waste in their areas. Through their policies, laws, regulations, rate structures, fees, and taxes, local governments can have a tremendous impact on what is “economic” to do in their community. The California Integrated Waste Management Act of 1989 (AB 939, Sher, Chapter 1095, Statutes of 1989 as amended [IWMA]) challenges local governments to rethink incentives in place for one-way disposal, and to redesign the system to reward and encourage waste prevention, reuse, recycling, and composting.

Program Characteristics

Incentive programs are designed to use economic and policy tools to harness the forces of the marketplace to accomplish adopted public policy goals. Many of the economic tools highlighted below are designed to reward those who decrease the amount of waste they produce, or those who reuse, recycle, or compost it. Conversely, for those who continue to waste, these tools are designed to increase their costs. People can reduce-reuse-recycle, or they can pay for the privilege of wasting.

Strategic Recycling

In her landmark book, Strategic Recycling, Kay Martin highlights the difference between past “linear systems” and the opportunity for local governments to move toward “cyclical systems” of managing solid waste and fostering recycling and waste prevention.

Major characteristics of linear systems are:

· Government rules by command and control systems.

· Major budget items for government are for waste collection and disposal (either directly provided or indirectly contracted through franchise agreements).

· Prohibits diversity and competition and requires all generators of waste to use system provided by government.

· Recycling costs are added on top of existing waste collection and disposal system; materials are pushed into an uncertain marketplace.

· Little funding for public education or waste prevention.

By contrast, a cyclical system “redefines the role of local government as the system regulator, manager, educator, intervener and facilitator” working to develop a locally sustainable recycling economy. In a cyclical system:

· Government accomplishes its purposes through its leadership in adopting policies and incentives to reward those who are achieving its goals.

· Government helps to structure the marketplace and set minimum standards for operations and reporting.

· Government influences pricing of services to reflect public policy goals.

· Government encourages diversity, competition, and innovation.

· The private sector assumes actual investments, debt service, and risk.

In fact, the IWMA recognized that local governments could accomplish their responsibilities under that law in a wide variety of ways:

“. . .programs funded or operated by a jurisdiction as franchise or contract conditions, rate or fee schedules, zoning or land use decisions, disposal facility permit conditions, or activities by a waste hauler, recycler, or disposal facility operator acting on behalf of a city, county, regional agency or local governing body, or other action by the local governing body.” (Title 14, California Code of Regulations [CCR], section 18730.)

An incentive-based approach to meeting the challenges of the IWMA would include the adoption of policies and the structuring of the marketplace for residential and commercial generators, waste and recycling haulers, transfer station and MRF operators, landfill owners and operators, manufacturers, and retailers.

Local governments can adopt policies in a wide variety of instruments, including:

· Ordinances.

· Contracts or franchises.

· Land use permits.

· Solid waste facility permits.

· Zoning regulations.

· General plans.

· Financing agreements.

Local governments can also influence the economics of the marketplace by the way they structure their:

· Garbage collection rates.

· Franchise fees.

· IWMA fees.

· Permit fees.

· Facility taxes.

One of the most powerful incentives is tax, fee, or cost avoidance. Local governments at little or no cost may adopt many of these tools. The primary cost may be in the preparation and adoption of these tools and subsequent monitoring of their outcomes. Monitoring costs can be minimized if proper reporting and evaluation requirements are included in the design and adoption of the particular tool.

The greatest difficulty in adopting these tools may be in gaining support from the existing waste collection and disposal industry. Problems with these industries can be resolved through early and continuous dialogue with all parties of affected interests. By outlining the city’s goals and keeping an open mind about the details, local governments can usually solve most of the specific concerns identified by existing waste haulers and other interested parties.

Generator Incentives

Residential: Pay-As-You-Throw. One of the best examples of an incentive that has proven its tremendous value over the past decade is the restructuring of residential garbage rates. The U.S. Environmental Protection Agency (U.S. EPA), the California Integrated Waste Management Board, and many others have documented that “pay-as-you-throw” programs can have a major impact on decreasing wastes. In a comprehensive study for the Solid Waste Association of North America, Skumatz Economic Research Associates found that such “variable rate” programs can lead to an additional 8 to 13 percentage points of diversion, even if communities already have mandatory curbside recycling and diversion programs.

Commercial Incentives. The larger the costs for waste collection and disposal, the higher the interest level for businesses in waste prevention, reuse, recycling, and composting. This is particularly true if the businesses can benefit from recycling by decreasing their waste collection and disposal services, both in number and size of bins and decreasing the frequency of pickups.

Many communities now offer “free” collection of recyclable materials from small businesses, if the amount of materials collected is comparable to that from residents. Other communities require their franchised haulers to provide discounts for recycling services. Haulers may be required to charge businesses for recycling services offered at rates that are at least 50 to 80 percent of the costs of disposing of those materials to provide an incentive to the businesses to reduce their wastes at the source or recycle.

Haulers may also be creative in their encourage-ment of recycling. One hauler requires that a recycling bin of equal size and frequency of pickup accompany every commercial waste bin requested for service. This clearly communicates to the generators that they should be able to reduce their wastes by 50 percent if they use the companion recycling bins.

For construction and demolition (C&D) debris, some cities are now requiring deposits when residents, businesses, or contractors seek permits for C&D activities. The City of Atherton, California, requires a $50 per ton deposit for all waste estimated to be produced by that project. Contractors must show that they have recycled at least 50 percent of the waste generated, or the town keeps $50 for each ton below their 50 percent goal that was not recycled.

The City of Cotati requires posting of a $200 deposit that is refunded after proof of reuse, recycling, or attempts thereof. In a model ordinance prepared by the Alameda County Waste Management Authority, a deposit is required that is the smaller of three percent of the total project cost or $10,000.

The City of San Jose is working on adopting a C&D deposit for diversion. The city proposes to collect a deposit when a building permit is issued for construction, demolition, and remodeling projects. These deposits will be set at a level sufficient to pay for the gate fees at certified recycling facilities. To have their deposits returned, contractors will have to provide receipts showing that the project’s C&D waste has been accepted by a city-certified recycling facility. 

Franchise Hauler Incentives

Franchise Contractor Payments. Some garbage companies say they make more money in garbage collection and disposal, instead of recycling, because that’s how cities pay them. The basis of paying contractors has not changed much over the past 50 years.

Residential payments to contractors are often made on the basis of the number of households serviced. This does not provide any incentive to recycle more and dispose less. Payments per household value the speed at which garbage can be collected per household, over all other factors. This led to the compactor truck and the elimination of a well-established recycling infrastructure after World War II.

For residential payments to contractors, other ways to structure those could include payments for every ton recycled or for every ton landfilled.

By paying contractors solely on the basis of the tons they recycled, they would make more money with increases in recycling tonnage. If contractors were paid inversely to the amount they landfilled wastes, they would have an incentive to maximize both waste prevention and recycling.

In considering how to pay contractors, cities must weigh the benefits of new incentives, such as the above, versus the increased costs that will result from increasing uncertainty and risks to the contractors. Since most contractors have no experience with a garbage collection system based on these new incentives, they will need to inflate their estimates of how much they would like to be paid in order to assure that they have a sufficient cushion to account for unknowns and contingencies.

San Jose, Calif., has pioneered these types of incentive programs (see profile below). Seattle, Wash., also has explored these concepts in some depth.

In Seattle, the new integrated garbage and recycling contracts that started April 1, 2000, pay their contractors on a per-household and a per-ton recycled basis.

This is a good transition from past practices, as the contractors have the comfort of estimating the amount of revenue they can expect from payments per household. They can also reasonably project the amount of revenue they can expect from recycling tonnage. Because Seattle also changed the design of its citywide recycling program at the same time, there is some risk to the contractor about how much recycling tonnage is to be expected. Overall, the city estimates that it saved $2 million per year through the competitive bidding process it used and by integrating a variety of garbage and recycling contracts into full-service contracts for the city.

Commercial payments to contractors have historically been based on the number and size of bins serviced and the frequency of service. This provides generators with a strong incentive to recycle. However, it is in the hauler’s interest to recommend the largest number of small bins to service most frequently. The more garbage service specified (whether needed or not), the more money the hauler makes.

One of the common results of this approach is that haulers encourage generators to design their system for peak loads. Haulers will often “haul air” because they dump whatever is in a bin, even if the bins are usually half empty. This is usually only mitigated by competition. If there is little or no competition in an area (e.g., if there is an exclusive franchise or an oligopoly situation), generators will usually pay more without
knowing it.

In any comprehensive waste audit of a system (see related CIWMB model study in this series on solid waste assessments), an auditor will usually reduce the amount of garbage service regularly scheduled. This can provide significant savings to the generator.

However, commercial rates based (at least in part) on tons recycled or landfilled would be an improvement over the current system. By introducing payments for recycled tonnage or landfilled tonnage, commercial haulers would find they could make more money by reducing garbage service and increasing recycling service.

Some municipalities are exploring changing their franchise fee structures as initiatives for haulers who increase recycling. None appear to be experimenting with commercial rate structures in the way San Jose and Seattle have done with residential rates.

Avoided Disposal Costs. In structuring payments for landfill disposal, one of the incentives for increased recycling is the responsibility for disposal payments. If contractors are responsible for paying disposal fees out of their contract prices, they will be motivated to find ways to avoid paying those disposal fees.

Avoided Collection Costs. When tipping fees for waste disposal are less than $30 per ton (as they are in most of California today), avoided disposal costs need to be enhanced by avoided collection costs. The average costs of collection in most solid waste and recycling systems is 80 percent; usually 10 to 20 percent is the cost of processing and marketing recyclables or disposing of wastes in a landfill. With higher recycling and reuse rates, municipalities need fewer garbage collection trucks. The cost savings for each garbage truck—about $150,000—can help offset the costs of recycling services.

Revenue Sharing. One of the more popular incentives curbside programs offer to their haulers is a share in the revenue from the sale of materials (usually 50/50).

The theory behind this is that such revenue sharing provides an incentive to both the city and the contractor to improve the system. The contractors get more revenue if they:

· Collect more materials.

· Keep the materials cleaner on route.

· Process materials to higher quality standards.

The city gets more revenue if it promotes public participation in the program and increases the value of materials recycled through market development initiatives.

In practice, some haulers have viewed the 50/50 revenue sharing proposition as a penalty to the hauler. They viewed it as having to share 50 percent of the benefit with the city without the city being required to split 50 percent of the costs of achieving that benefit.

Consequently, revenue sharing is most appro-priately considered at the local level, where the city and the hauler can agree in advance on the goals of such a structure.

Penalties for Nonperformance. Penalties for nonperformance as “liquidated damages” are becoming more popular in solid waste and recycling contracts. The following situations are examples of such nonperformance at a MRF:

· Takes more than 30 minutes for contracted vehicles to enter, dump and leave.

· MRF does not achieve a minimum recycling or diversion rate.

· Facility is unable to transport residue to landfill on a timely basis.

· Contracted landfill is not able to accept residue upon delivery.

Public agencies find, and contractors agree, that it is difficult to reasonably determine the extent of damages from these and other similar problems. But substantial damage to public health and safety may result to members of the public who are denied services or denied quality or reliable service.

Such breaches cause inconvenience, anxiety, and frustration. They can also deprive individuals of the benefits of receiving recycling services in subjective ways and in varying degrees of intensity that are incapable of measurement in precise monetary terms.

The actual monetary loss resulting from denial of services or denial of quality or reliable services is impossible to calculate in precise monetary terms in most instances.

Agreements recognize that consistent, reliable services are of utmost importance to the public. Public agencies rely on the contractor’s representations regarding the company’s knowledge, experience, and commitment to quality of service when awarding the work to it. Agreements recognize that some quantified standards of performance are necessary and appropriate to ensure consistent and reliable service and performance.

Agreements also recognize that if a contractor fails to achieve such performance standards, the agency and/or residents will suffer unknown damages. As a result, liquidated damage amounts are included in agreements to represent a reasonable estimate of the amount of such damages considering all of the circumstances existing on the date of the agreement.

Other Hauler Incentives

Franchise Fees. Most of the experiments with incentives in California during the past decade have included franchise fees. Several communities have tried to use fees to encourage their exclusive and non-exclusive franchise holders to increase recycling.

The City of Santa Clara, California, charges a differential franchise fee to haulers based on whether or not they have a city-approved recycling program. All nonexclusive franchised haulers collecting waste from the industrial areas of Santa Clara must pay the city a franchise fee of 25 percent of their total gross billings. To obtain a reduction of the franchise fee to 10 percent, haulers must meet at least two of the following three conditions (see details in case study below):

1. Provide a waste audit and containers, and collect 50 percent (by weight) of customer’s recyclable materials.

2. Provide a recycling service program and a designated recycling representative to perform specified tasks.

3. Provide another certified and documentable recycling or resource recovery program that reduces the amount of waste collected by at least 50 percent.

Monrovia, in Southern California, has a similar program. The city reduces its nonexclusive commercial service agreement fees directly proportional to the amount of wastes diverted. Franchise fees are 16 percent for haulers diverting 24 percent or less, 12 percent if they divert 25 to 49 percent, and 8 percent if they divert 50 percent or more.

The average franchise fee for commercial wastes in California ranges from 10 to 15 percent of gross receipts or billings. Most communities include a specific amount for franchise fees in their collection agreements. To provide more flexibility for local governments over time, a franchise agreement may reserve the right to adjust the franchise fee at any time, or at the time of any rate adjustments approved for the hauler. This enables the community to increase franchise fees to fund the implementation of other recycling programs if needed. In San Jose, the franchise fees have increased to 30 percent of the gross receipts (see profile below).

IWMA Fees. Section 41901 of the IWMA authorizes local governments to raise fees specifically for the costs of implementing their waste diversion programs to comply with this law:

“A city, county[,] or city and county may impose fees in amounts sufficient to pay the costs of preparing, adopting, and implementing a countywide integrated waste management plan prepared pursuant to this chapter. The fees shall be based on the types or amounts of the solid waste, and shall be used to pay the actual costs incurred by the city or county in preparing, adopting, and implementing the plan, as well as in setting and collecting the local fees. In determining the amounts of the fees, a city or county shall include only those costs directly related to the preparation, adoption, and implementation of the plan and the setting and collection of the local fees. A city, county, or city and county shall impose the fees pursuant to Section 66016 of the Government Code.”

Section 41902 clarifies that:

“A local agency may directly collect the fees authorized by this chapter or may, by agreement, arrange for the fees to be collected by a solid waste hauler providing solid waste collection for the city or county.”

Some communities have adopted IWMA fees applying to haulers, and others have adopted IWMA fees applying to solid waste facilities in their jurisdictions. In San Jose, the IWMA fee applying to commercial haulers is 28 percent of their gross receipts. In combination with their franchise fees, commercial haulers pay 58 percent of their gross receipts to the city.

In Santa Clara County, an IWMA fee was levied at all solid waste facilities in the county. The countywide IWMA implementation fee is currently $1.30 per ton of disposed waste. These monies are distributed quarterly to Santa Clara County jurisdictions based on the total waste disposed in that quarter by a jurisdiction, as reported in the disposal reporting system. Monies for wastes from outside of Santa Clara County are distributed on the basis of each city’s share of total countywide population.

Each jurisdiction uses the countywide IWMA implementation fee monies to fund waste prevention and recycling programs. Programs funded differ by jurisdiction. Funded projects have included purchase of rolling carts for curbside collection of yard waste, purchase of recycling bins, public outreach, staffing for special recycling projects, and other IWMA-related purposes.

Other Hauler Incentives. In addition to these economic incentives, there are numerous policies that could be included in exclusive and non-exclusive franchise agreements that could assist in waste diversion, including:

· Diversion goals. Many communities are now requiring haulers to meet certain waste diversion goals as a condition of operating and maintaining their franchise. For example, in Monterey Park, all haulers doing business in the city must have a permit issued by the Department of Public Works and a business license from the city’s support services division. Commercial haulers were required to recycle 25 percent of the waste that they collect in the city by June 1998. Other communities using this system include Sacramento County, Costa Mesa, Newport Beach, El Monte, Gardena, Torrance and Bell Gardens.

· Planning requirements. Some communities require haulers to develop recycling plans, either for their own services (e.g., Bell Gardens and Costa Mesa require source reduction and recycling plans), or for businesses that they service (e.g., Portland, Oreg.).

· Promotions requirements. Most communities now require haulers to assist in providing comprehensive promotional support for recycling to residents and businesses.

· Market development requirements. Some contracts reserve the right for cities to direct materials collected by haulers to new markets as a part of the city’s market development activities. In San Jose, they reserve the right to do this for all materials. In San Francisco, they reserve the right to do it for 10 percent of any materials. Other communities reserve the right only for targeted materials.

Transfer Station, MRF, and
Landfill Incentives

Permit Requirements. The best time for incentives to be adopted as conditions of permits is at the time of siting for transfer stations, MRFs, and landfills. Local land use permits (e.g., conditional use permits [CUP]) or solid waste facility permits can include incentives as conditions. Planning departments can write local land use permit conditions, and local enforcement agencies (LEA) can write solid waste facility permits.

Some possible options for inclusion in one or more of the permits are:

· Offer source separation discounts, which allow lower rates to generators for clean, source-separated materials, to enable facilities to more easily recycle those materials.

· Provide areas for reuse and salvaging, drop-off and buyback recycling, composting, and retail sales of reused, recycled, and compost products on site.

· Require landfill operators to exceed federal pollution control design standards (especially on liners). This minimizes the risk that a site used by the city will become a “Superfund” site. U.S. EPA is now reviewing Subtitle D regulations, which may undergo significant changes in the next two to three years.

· Establish strong financial assurances (not just value of stock, as U.S. EPA allows), in perpetuity to provide for sufficient long-term care, preventive maintenance, and corrective action/cleanup costs.

· Distribute public information materials on reuse, recycling, and composting.

· Assisting the community in meeting its waste reduction goals.

Contract Clauses. Conditions could be included in long-term agreements for these facilities, such as:

· Disposal. Commit to a total capacity, not an annual amount, as in the City of San Francisco agreement with Altamont Landfill (Waste Management, Inc. [WM]). This enables the community to benefit directly by extending the life of the landfill, if it reduces the amount of wastes it brings to the facility.

· Preprocessing. Require that all wastes be processed for reuse, recycling, and/or composting before landfilling. This is particularly important for the larger, more distant “mega-landfills” increasingly being developed by the larger garbage companies. This requirement could be structured to require landfill operators to arrange for wastes to go to MRFs prior to shipping them to their landfills, or it could be done on site, depending on market and space considerations.

· Source separation. Require that targeted materials be source-separated before accepting at facilities, or provide strong economic incentives through design of rates for facilities.

Lease and Financing Conditions. Local governments could require some of the above clauses as part of a lease or financing agreement, if the city is assisting on financing or leasing a site to a project developer.

Facility Fees and Taxes. Communities could establish fees or taxes on solid waste facilities to help fund their programs, in addition to those noted above as IWMA fees.

Measure D in Alameda County in 1990 established by referendum a $6-per-ton surcharge on landfills in the county. That surcharge, and other waste import mitigation fees at the Altamont, Vasco Road, and Tri-Cities landfills fund the Alameda County Waste Management Authority.

San Jose has a $13 per ton disposal facility tax that generates revenues for the city’s general fund.

Transfer station, MRF, and landfill fees and taxes have the beneficial effect of also encouraging more waste reduction. The higher the cost of waste disposal, the more attractive reuse, recycling, and composting become.

Manufacturer and Retailer Incentives

Many policies and economic incentives can impact business decisions regarding waste management, including:

· Recycling planning requirements.

· Waste diversion requirements.

· Source separation requirements.

· Product bans.

· Landfill bans.

· Procurement requirements.

· Takeback requirements.

· Deposits.

· Advanced recycling fees.

· Land use permit conditions.

· Zoning issues.

These are discussed in detail in a companion model study in this series, “Business Recycling Plans and Policies.”

Impact of Proposition 218

Voters passed Proposition 218 on November 5, 1996. This proposition, the “Right to Vote on Taxes Act,” detailed many situations in which the public is required to be consulted, or participate in, decisions regarding the enactment of a wide variety of fees and taxes. Proposition 218 became effective July 1, 1997.

Because many of the economic incentives outlined above address fees and taxes enacted by local governments, city attorneys need to consider whether Proposition 218 applies. Unfortunately, many disagree about when and how Proposition 218 applies. As a result, each city’s attorney must evaluate the language of the California Constitution amended by Proposition 218 and interpret how it may apply for a given proposal.

CIWMB counsel believes that Proposition 218 does not appear to affect fees collected through direct billing, tipping fees, franchise fees, or similar methods. IWMA fees (as described above) are not necessarily covered by Proposition 218 because they do not have to be charged upon parcels, nor as an incident to property.

If fees are collected through the property tax bill, there may be some impact. However, a majority of attorneys in the field believes that Proposition 218 does not cover these fees because the fees are for services, not fee property. If the municipality set the fee at a reasonable amount, then a challenge may be less likely. 

If a fee is charged on the property tax bill, the following factors may be relevant in determining if Proposition 218 applies:

· Does the agency rely on parcel maps to set the fee?

· Must the fee be paid simply because of property ownership, or must a service be requested?

· Does the property owner have the opportunity to “opt out” of the fee by declining the service?

· Is the fee based on size of the parcel, amount of service requested, or are all bills the same?

· How is the fee applied to multi-residence parcels?

· Is the fee secured by a lien at the outset of its imposition?

Case Study: Santa Clara 

The City of Santa Clara, Calif., charges a differential franchise fee to haulers based on whether or not they have a city-approved recycling program. All non-exclusive franchised haulers collecting waste from the industrial areas of Santa Clara must pay the city a franchise fee of 25 percent of their total gross billings (including bin and rental charges). To obtain a reduction of the franchise fee to 10 percent, haulers must meet at least two of the following conditions:

1. For industrial customers who regularly set out more than nine cubic yards of refuse per week for collection, the contractor must provide containers for and collect 50 percent (by weight) of a customer’s recyclable materials. An initial waste audit for each of these customers is required. If a customer has an in-place recycling program that reduces its wastes by at least 50 percent, the contractor would not be bound to provide containers and collect materials there. The contractor would only need to submit annual certified documentation of that program. A customer may also be exempted from this requirement.

2. Provide a recycling services program and a designated recycling representative to perform these tasks:

· Contact each of their industrial customers at least once every year to discuss the various types of recycling possibilities available for the customers.

· Work with each new customer concerning recycling options.

· Keep written documentation of customer contact and any recycling options implemented. Maintain in contractor’s office for city review.

· Submit a quarterly report to the city documenting the amount of recycled materials collected by weight and type, and the number of recycling customers in the city.

· Maintain a list of customers serviced by name and service address for city’s review.

3. Contractor has another certified and documentable recycling or resource recovery program that reduces the amount of industrial waste being collected by at least 50 percent. Contractor needs to document waste flow for processing and disposal to all facilities and landfills. Certified quarterly reports must be submitted to the city with specific waste flow detail and documentation.

Contractors must pay the 25 percent franchise fee each quarter for all generators with greater than 50 percent recoverable waste in their refuse set out for collection and disposal until less than 50 percent is achieved. The contractor may submit a new waste audit to the city at any time, to reduce the franchise fees paid for those customers that achieve less than 50 percent recoverable wastes.

The waste audit must be performed and certified by a qualified individual or firm experienced in the waste audit process. Typical qualifications of an individual would be a four-year degree in civil engineering or environmental waste management with experience in preparing waste audits or with equivalent education and experience approved by the city. A consulting engineering firm experienced in preparing waste audits would also be appropriate.

The city reviews and determines the adequacy and completeness of the waste audit reports. Comments are submitted to the contractor for response, revision, update, and re-submittal of the report until it is approved by the city.

Santa Clara has authorized fifteen haulers under its non-exclusive franchise system to collect waste from the industrial areas of Santa Clara. All of the haulers have been certified to obtain the reduced franchise fee.

Case Study: San Jose

San Jose has long been a pioneer in the use of economic incentives to achieve its waste reduction goals. The city has adopted rates, fees, and taxes that are structured to encourage waste generators to reduce their waste as much as possible and to recycle or compost the rest.

Residential System. San Jose implemented its “Recycling Plus!” system for integrated solid waste, recycling, and yard waste collection services in the residential sector on July 1, 1993. This system has been tremendously successful, achieving a 60 percent waste diversion rate for single-family households. Overall, the city has achieved a 47 percent waste diversion rate.

Since the start of the Recycling Plus! system, 86 to 87 percent of San Jose residents consistently have paid $13.95 per month for a 32-gallon garbage cart and unlimited recyclables collection. Another 13 percent pay $24.95 per month for a 64-gallon cart, and 1 percent pay $37.50 per month for 96 gallons of service. Residents may buy extra trash stickers for $3.50 each to attach to 32-gallon trash bags set next to their normal garbage cart when they have extra wastes. The city instituted this aggressive pay-as-you-throw rate structure along with a citywide yard waste collection service and added a wide range of other recyclable materials to its curbside collection program. (See details in 
Cutting the Waste Stream in Half , a U.S. EPA study listed at the end of this study.)

Of particular note in the Recycling Plus! system is the structure of contractor payments. San Jose told bidders that it wanted them to make their profit on this contract from recycling, not garbage, and the city structured its payments to contractors to accomplish that.

San Jose actually capped the amount of costs that bidders were to recover from fees per household at 80 percent of their estimated total system costs. Proposals varied significantly in how they responded. Western Waste (now WM) proposed $6.64 per household per month and $58.38 per ton for every ton they documented they recycled. GreenTeam of San Jose proposed $5 per household per month and $270.10 per ton recycled. These “recycling incentive fees” have escalated over time to the current $60.02 per ton for WM and $277.80 for GreenTeam.

The recycling incentive fees have provided a strong incentive to maximize recycling to the haulers. In addition, contractors must pay their own disposal fees for wastes not recycled (about $30 per ton), encouraging them further to minimize landfilled wastes. Finally, the city lets the contractor keep all the revenues from the sale of recyclables (which has varied between $50 to $60 per ton average for all the materials recycled).

Commercial System. In 1993, the commercial sector generated about 65 percent of the total waste stream in San Jose. As a result, the city adopted a number of policies, rates, fees, and taxes to encourage businesses to increase their waste diversion efforts. San Jose actually eliminated the exclusive franchise it had for commercial garbage (putrescible wastes) collection, to encourage greater experimentation by entrepreneurial waste and recycling firms in composting of food wastes and the recycling of all commercial wastes.

San Jose adopted non-exclusive commercial franchise fees for all commercial haulers consisting of 30 percent of gross receipts on all commercial solid waste set out for disposal to landfill. An additional IWMA fee is levied on generators and included on bills provided to customers from commercial haulers of 28 percent of gross receipts. The total hauling fees paid to the city are 58 percent of hauler gross receipts. These levels were set to generate sufficient revenue to cover the costs of city programs and to encourage businesses to avoid these costs by recycling.

No franchise fees or IWMA fees are paid on source-separated recyclables. As a nonexclusive system in the commercial sector, generators can select any franchised or permitted hauler. In addition, businesses generating less than one cubic yard of material for disposal per week can apply for residential garbage and recycling service.

San Jose’s source reduction and recycling element (SRRE) outlined a phased approach for San Jose commercial waste reduction policies:

1. Information. City guides and technical assistance to businesses and recyclers sharing information with the city about how much they recycled.

2. Incentives. Economic and policy incentives to encourage businesses to reduce waste and recycle.

3. Mandates. Requiring all or portions of the commercial waste stream generators to do more to recycle. Options include landfill bans for particular commercial materials (e.g., corrugated paper), requirements to recycle at certain levels of diversion, and/or requirements to plan for recycling.

4. City services. If all the above failed, then the city would consider whether it had to reinstitute an exclusive franchise system for commercial wastes or provide some or all of the commercial solid waste and recycling services needed to increase waste diversion in this sector.

To date, the city has decided only to work on the first two levels of this strategy. Staff is working to provide information and technical assistance and encouraging business waste reduction through economic and policy incentives.

Other San Jose Incentives

Disposal Facility Tax. In 1987 San Jose revised its business tax for landfills to better reflect the type of business activity at the landfill. Rather than charging the operators on the basis of the number of employees (as it did with most other businesses), the city decided to charge landfills in San Jose on the basis of the amount of garbage buried in the landfills. The city initially set the charge at $2 per cubic yard, measured by annual aerial surveys. After problems the first year with the volumetric measurement, the city changed the tax basis to $3 per ton and required all landfills to provide scales. Now called the disposal facility tax, the charge is $13 per ton.

Although established to raise money for the city general fund, this tax has also encouraged businesses and residents that haul their own materials to the landfills to further reduce their wastes. In addition, the disposal facility tax is structured to provide an incentive to the landfill operators to maximize their waste diversion on-site. All materials recycled or beneficially used are deducted from the tax obligation of the landfills to the city.

Landfill Permit Conditions. San Jose has four landfills operating within its borders: Zanker Road Landfill (independent), Newby Island Landfill (BFI/Allied), Kirby Canyon (WM) and Guadalupe Mines Landfill (was independent, now WM). Solid waste facility permits written for three of the four landfills in the 1980s required them to assist in meeting the city’s waste reduction goals as a condition of their permits. The fourth facility had grandfathered permits but was required under its disposal agreement with the city to help meet the city’s waste reduction goals.

Permit conditions contained in one or more of the permits included:

· Source separation discounts. Landfills were required to offer lower rates to generators for clean source-separated materials to enable landfills to more easily recycle those materials.

· Using compost for cover material.

· Providing areas for salvaging, drop-off recycling, and composting on site.

· Distributing public information on recycling.

· Assisting the city’s solid waste program to meet its waste reduction goals.

Conditions included in the 30-year disposal agreement for the Newby Island Landfill are:

· Providing a recycling center at least 7.5 acres in size.

· Using compost as cover material.

· Allowing the city to unilaterally decrease its put-or-pay commitments to the landfill by 25 percent in response to recycling and waste reduction initiatives.

· Providing a process for negotiating even lower waste flow commitments by mutual consent.

One of the landfills in San Jose (Zanker) particularly embraced the goals of these permit conditions and researched alternative technologies to implement at their facility. Zanker’s permits restrict it to receive only nonputrescible wastes. Over the last five years, Zanker diverted 94 percent of all wastes entering its facility.

Local Government Challenges
and Opportunities

Local governments define the economics of solid waste in their areas. Through their policies, laws, regulations, rate structures, fees, and taxes, local governments can have a tremendous impact on what is “economic” to do in their community.

The IWMA offers local governments an opportunity to change all facets of the old solid waste management system. This law will transform the old system that produced wasteful throwaway products and focused on the quickest and easiest way of burying garbage in a landfill. The IWMA challenges local governments to rethink the incentives in place for this one-way disposal orientation and redesign the entire system to reward and encourage waste prevention, reuse, recycling, and composting.

One of the dilemmas for local governments is where to start. There are many opportunities to make changes, such as:

· Rate reviews.

· Permit requests.

· Contract change requests.

· New contracts or requests for proposals (RFP).

When a hauler requests something of the community, it is reasonable to ask for something in return that will help the community. The ideal time to make significant changes is when communities renegotiate contracts with their haulers or develop an RFP for competitive proposals.

The IWMA intended local governments to tailor their programs, policies, and incentives to make this type of incremental progress. As more and more communities experiment with the types of incentives noted above, there will be a clearer understanding of what will work best for different situations. For now, communities should pick and choose those incentives of greatest interest, network with other municipalities, then adapt the ideas to their own local needs for continued improvement of these concepts and tools.

Tips for Replication

· Review current policies and economics, including fees, taxes, contracts, ordinances, and permits.

· Identify two to three of the best ideas from the above menu and convene a meeting of key stakeholders in your community to get their input and suggestions about those ideas.

· Review proposed policies with the CIWMB Office of Local Assistance to get the latest examples of other communities who have implemented those tools.

· Contact other communities who have implemented the two to three tools and ask them detailed questions about how those were designed, implemented, and are working today.

· Reconvene a meeting of your local stakeholders to review your research. Brainstorm ways to address concerns identified.

· Work with your attorneys to draft language.

· Circulate draft language widely for review and comment by stakeholders, residents, and businesses. Involve the media to solicit input from the public-at-large. Meet with the editorial board of the local paper before bringing the policy forward for adoption.

· Arrange for elected officials to consider the policy in the most open of forums, either a public hearing, informal committee meeting, or other method to avoid surprising anyone.

· Revise your proposal based on input from these forums, redraft, and recirculate for review and comment.

· Go slow to build the greatest consensus possible. Keep your goals in mind and be flexible when implementing these tools in your community.

· Draft your final proposal, identify any concerns remaining for elected officials, and then submit for consideration and adoption.

For more Information

CIWMB Publications

Many CIWMB publications are available on the Board’s Web site at: www.ca.gov/Publications/.

To order hard copy publications, call 1-800-CA-Waste (California only) or (916) 341-6306, or write:

California Integrated Waste Management Board
Public Affairs Office,
Publications Clearinghouse (MS-6)
1001 I Street
P.O. Box 4025 (mailing address)
Sacramento, CA 95812-4025

Other Publications

League of California Cities, Proposition 218 Implementation Guide, 1998, (916) 658-8200, www.cacities.org.

Martin, Kay. Strategic Recycling. Ventura, California: Darkhorse Press, 1996.

Skumatz, Lisa. Achieving 50% in California: Analysis of Recycling, Diversion and Cost Effectiveness. Seattle: Skumatz Economic Research Associates, Inc., 1999. Prepared for Solid Waste Association of North America, California chapters. Excerpted in Resource Recycling, August 1999 and September 1999.

———. Nationwide Diversion Rate Study—Quantitative Effects of Program Choices on Recycling and Green Waste Diversion: Beyond Case Studies. Policy Study No. 214. Los Angeles: Reason Foundation, Inc., 1996. www.rppi.org/environment/ps214.html.
Cutting the Waste Stream in Half. Washington, D.C.: U.S. Environmental Protection Agency, 1999. Prepared by the Institute for Local Self-Reliance for U.S. EPA. www.epa.gov/
epaoswer/non-hw/reduce/r99013.pdf, 
EPA-530-R-99-013.

Contacts

CIWMB Contacts

For more information about local government recycling models, contact the Office of Local Assistance at CIWMB, at (916) 341-6199.

Elliot Block, Attorney, CIWMB (regarding Proposition 218), (916) 341-6080, Eblock@ciwmb.ca.gov.

Other Contacts

Dr. Jeffrey Morris, Sound Resource Management, 1477 Elliott Avenue W., Seattle, WA 98119-1304. (206) 352-9565, ZeroWaste@aol.com, www.soundresoure.com/.

Lisa Skumatz, Skumatz Economic Research Associates, SERA, Inc., 762 Eldorado Drive, Superior, CO 80027. (303) 494-1178, Fax: (303) 494-1177, skumatz@serainc.com.

Barbara Stevens, ECODATA. (203) 454-1700, BJEcon@aol.com.

Rick Mauck, City of Santa Clara, Public Works Department, 1500 Warburton Avenue, Santa Clara, CA 95050. (408) 615-2099, rmauck@ci.santa-clara.ca.us.

Margaret Rands, County of Santa Clara, Integrated Waste Management, 1735 N. First St., San Jose, CA 95112. (408) 441-1198, Margaret.Rands@pln.co.santa-clara.ca.us.

Lou Ippolito, Americlean, 779 West 19th Street, Suite J, Costa Mesa, CA 92627. (949) 462-9442, aescorp99@aol.com.

Gary Liss and Associates, 4395 Gold Trail Way, Loomis, CA 95650. (916) 652-7850, gary@garyliss.com

Kay Martin. (805) 654-2472, Kay.Martin@mail.co.ventura.ca.us

Credits and Disclaimer

Gary Liss & Associates prepared this study pursuant to contract IWM-C8028 ($198,633, included other services) with the University of California at Santa Cruz for a series of 24 studies and summaries.
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The statements and conclusions in this summary are those of the contractor and not necessarily those of the California Integrated Waste Management Board, its employees, or the State of California. In addition, the data in this report was provided by local sources but not independently verified. The State and its contractors make no warranty, express or implied, and assume no liability for the information contained in this text. Any mention of commercial products, companies, or processes shall not be construed as an endorsement of such products or processes.

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 www.ciwmb.ca.gov.

