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Preface�









This issue of the California Integrated Waste Management Board's (CIWMB) Quarterly Report on California's Recycling Markets debuts coverage of a new group of recyclables:  Construction & Demolition (C&D) Materials.  There are many important reasons for us to cover C&D materials in this report, including requests from our readers.


  


C&D materials represent a significant percentage of the materials disposed in California each year: 3.5 million tons in 1990, or 8.8 percent of all materials disposed that year.  The CIWMB recently identified C&D materials as one of its "priority" materials for market development in its recently published document Meeting the 50 Percent Challenge:  Recycling Market Development Strategies Through the Year 2000 (also referred to as the recycling market development plan, or “the plan”).  Major market development opportunities for C&D identified in the plan included developing specifications for reused concrete, asphalt, and asphalt roofing, and the promotion of new markets for clean drywall.





If you would like to receive a copy of the CIWMB's 1996 recycling market development plan, please call the CIWMB's Recycling Hotline at 800-553-2962 and request Publication #400-96-058.  (Outside of California, call 916-255-2296.)  





�








Integral to the development of the plan were "Market Status Reports", prepared by CIWMB staff, for the following secondary materials:  Postconsumer Recovered Paper, Postconsumer Plastics, Urban Compost and Mulch, Container and Plate Glass,  Ferrous Scrap, Inerts, Urban Wood, and Postconsumer Tires.  Each of the reports provides an overview of the recycling infrastructure and market conditions for its respective secondary material(s), identifies barriers to expanding markets, and outlines strategies for overcoming those barriers.  Additionally, staff prepared Market Status Reports on the CIWMB's "Buy Recycled" and Industrial Market Development programs, and a paper on secondary materials exports.  If you would like any of these reports, please call the CIWMB's Recycling Hotline.





Landfilling of Recovered Materials in California?


With the downturn in recycling markets for various secondary materials this year, the media highlighted incidents of recovered materials sent to landfills.  Most reports of landfilled recyclables referred to such incidents on the East Coast or in the Midwest(regions of the U.S. with limited access to overseas markets.  However, with both domestic and overseas market prices for some recyclables (such as mixed paper) near zero during the third quarter, it is conceivable that materials recovered in California were sent to landfills.  





�



�



U.S. Economic Summary:


Third Quarter 1996�






Overall, the nation's economy was moderately expanding during the third quarter of 1996, but at a slower rate than during the previous two quarters.�  Real (adjusted for inflation) Gross Domestic Product rose at an annual rate of 4.2 percent during the third quarter, 0.5 percent less than second quarter growth, but up from 2 percent during the first quarter and near zero during the fourth quarter of 1995.





The monthly economic indicators since June suggest that the pace of output expansion has moderated.  The economic indicator most telling of recycling market conditions is manufacturing production,  which decelerated to a 3.3 percent growth rate during  July-August, compared with 5.9 


percent during January-June.  





Other evidence of U.S. economic growth moderation during the third quarter included: payroll employment gains averaged 145,000 jobs per month in the �





third quarter, down from 236,000 additional jobs per month during the first six months of 1996; residential construction spending was 2 percent lower during July-August than in the previous three months; and real consumer spending in July-August increased only moderately from its spring quarter average.





Based on the University of Michigan report, the pace of annual economic growth in the U.S. dropped to 2.4 percent in the third quarter of 1996, reflecting real final sales growth of 1.5 percent annually, combined with some inventory stock-building.


Fourth Quarter Forecast


Sluggish growth in real final sales is projected for the fourth quarter.  With inventory building projected to contribute a smaller boost than during the third quarter, real GDP growth is forecast to slip to just under 2 percent.�
�



Recycling Markets: 


Third Quarter 1996�



Paper�



Introduction


This chapter covers the following six "grades" of postconsumer recovered paper:  


Old corrugated containers (OCC)


Old newspapers (ONP)


White ledger (WL)


Sorted office paper (SOP)


Mixed paper (MP)


Old magazines (OMG)


For a description of each paper grade, please see "Grade Definitions" at the end of this chapter.


Third Quarter Summary


Recovered paper markets finally ended their months-long slide during the third quarter, as supply and demand began to come into balance.  However, weak overseas demand continued to hinder West Coast markets, and there was little improvement in prices for California recovered paper throughout the quarter.    


U.S. paperboard mills slowly began to increase production, reducing their recovered paper inventories and increasing �





their purchases of the same (particularly OCC).  Generation of paper declined with 


reduced business activity during the summer months, as is customary, and less paper was recovered due to low prices paid by processors and mills.  





High grade deinking papers (CPO, WL) and SOP benefited from increased virgin market pulp prices during July, which created increased demand for deinked market pulp. Many deinked market pulp producers in the Eastern U.S. increased production during the latter part of the quarter.





Markets for ONP and OMG remained in the doldrums as North American newsprint producers continued to reduce production in a vain effort to halt spiraling newsprint price declines.  Additionally, overseas ONP demand was extremely weak in August and September.   





Mixed paper remained a grade with such low value that processors charged to accept it (except where processors were under contract with a municipality to pay a minimum price for mixed paper recovered via curbside recycling programs).     


Grade Profiles


Old Corrugated Containers


Markets for OCC improved slightly during the third quarter for all regions of the U.S. except the West Coast.  West Coast OCC markets did not improve, but did not lose ground, either, which was an improvement in relative terms to the previous several months of declining demand and prices.  





While the U.S. OCC recovery was driven primarily by increased demand at domestic mills, overseas demand continued to slide due to weak economic conditions in Asian countries, canceling the gains in domestic demand and keeping prices and demand for OCC on the West Coast down.   





Domestically, OCC demand grew due primarily to three factors:





	Production by containerboard 	(linerboard and corrugating medium) 	mills increased as demand for 	corrugated containers increased.


	Inventories of OCC at 	containerboard and other 	paperboard mills dwindled, 	necessitating increased purchasing 	of OCC.


	OCC supplies shrank due to low 	prices paid by processors, spurring 	higher prices offered by mills.


U.S. paperboard production figures for July (the most recent month available at the time of publication) increased significantly over June, and surpassed the July 1995 figure by 3.4  percent�, the first month in 1996 that surpassed the production figure for the year-previous month.





Another sign that demand for corrugated containers increased during the third quarter was that inventories of containerboard at mills and box plants were down 11.1 percent in July compared with the same month in 1995.� 





U.S. paperboard mills had built exceptionally large inventories of OCC during the latter half of 1995 as production declined.  Additionally, many mills capitalized on low OCC prices by purchasing large quantities, even though it was not needed to sustain production.  As paperboard mills began to increase production during the third quarter 1996, their OCC inventories began to decline, and there was not as much inexpensive OCC available to immediately replenish those inventories.    





Supplies of recovered OCC diminished during the first and second quarters of 1996 as prices fell.  Recovery of OCC is perhaps more price-sensitive than any other recovered paper grade.  A good deal of OCC is recovered by  "scavengers" from refuse dumpsters, by refuse firms from transfer stations, and by mixed waste material recovery facilities.  These sources increase their OCC recovery efforts when prices are high, and reduce their efforts when prices are low.  





The price paid by processors for OCC during the first two quarters of 1996 fell below $20/ton, providing little incentive for recovery of OCC from the wastestream.  Initially, the decline in recovered supply did not affect paperboard mills, as production was low.  However, when production increased during the third quarter, mills required more OCC and raised their OCC purchase prices to stimulate supply.





Increased OCC Recycling Capacity in Northwest 


Georgia-Pacific's (G-P) paper mill in Toledo, Oregon, added considerable new capacity to consume OCC during the third quarter. (Full capacity was reached on August 5.)  The installation of new recycling equipment allowed G-P to increase it's consumption of secondary fiber (over 90 percent OCC) from 500 tons per day (tpd) to 1100 tpd.  Eventually, G-P plans to increase OCC consumption to 1300 tpd.  





The 600 tpd increase in G-P's OCC recycling capacity is quite significant, both from an industry standpoint and for California OCC markets.  Only a few paperboard mills in California (those producing linerboard) consume more than 600 tpd of OCC.  To meet their demand for OCC, G-P imports a great deal from California:  through the third quarter, about 30 percent of G-P's OCC purchases originated in California.�





Exports Continue to Decline


Weak overseas demand for OCC largely offset increased domestic mill demand, suppressing any price gains in California.  California OCC exports fell from 67,876 metric tons in June to 57,798 metric tons in July, but rallied in August (the most recent month for which export data was available) to 65,507 metric tons.  By contrast, in July and August 1995, California OCC exports totaled 83,802 and 103,049 metric tons, respectively. Trade journals reported that exports to Asia in September were also weak.  (See the following table.)





California OCC Exports�June-August 1996 (metric tons)��
�
�
June�
July�
August�
�
�
67,856�
57,798�
65.507�
�
( from ‘95�
-34.4%�
-31%�
-36.4%�
�



Poor economic conditions in Asian countries were responsible for their weak demand for OCC (and other recovered paper grades).  Many Asian mills reportedly took extended downtime because of the lack of demand for their products.  Compounding this situation was a major increase of a tax on finished goods in China, further reducing demand for paper products and consequently reducing demand for recovered paper.  





Prices


Market prices for OCC declined slightly during September, but otherwise remained fairly stable during the third quarter, a vast improvement from the steady price decline during the previous quarter.





Median OCC market prices, as reported in Paper Recycler, began the quarter at $65/ton (unchanged from June), declined $5/ton in August to $60/ton, then remained at that level in September.  Median processor prices, as reported in Fibre Market News, increased $5/ton in July to $22.50/ton, then increased again in September to $25/ton.  (See the following table.  Also, for prices from 1992 to the third quarter of 1996, see "Historical Price Charts" at the end of this report.)  





Median OCC Prices, 


June-September, 1996 ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
$65�
$60�
$60�
$60�
�
Prcssrs�
$17.50�
$22.50�
$22.50�
$25�
�






Recovered Office Papers (Computer Printout, White Ledger, Sorted 


Office Paper) 





Of all postconsumer paper grades, markets for computer printout (CPO) and white ledger (WL) improved the most during the third quarter, due primarily to three factors:  continued gains in virgin market pulp prices, increased production by U.S. deinked market pulp mills, and a decrease in the generation of both preconsumer high grade converting scrap and postconsumer high grade papers. 


    


Virgin Market Pulp Prices Increase


Virgin market pulp prices rose significantly during the third quarter, boosting deinked market pulp prices and effectively increasing demand for  high grade deinking papers.  (See the following table.)





Median Virgin &  Deinked Market Pulp       Prices, June-September 1996  ($/mton)��
�
�
June�
July�
Aug.�
Sept.�
�
Virgin�
$471�
$528�
$520�
$535�
�
Deinked�
$438�
$438�
$448�
$448�
�



With the price of virgin market pulp as well as preconsumer “pulp substitutes” on the rise, printing & writing paper producers increased their demand for deinked market pulp (DMP).  Deinked market pulp mills responded by increasing prices and boosting production for the first time in months.  The increased production translated into greater demand for HGD(particularly WL(and sorted office paper (SOP).  Additionally, tissue producers reportedly increased their production during the third quarter, creating increased demand for WL.  





The increased demand for SOP by DMP producers was the first such increase this year.  SOP had fallen on hard times as many DMP producers encountered quality problems with the grade, including higher-than-anticipated percentages of groundwood fiber.  Additionally, some newer mills had experienced technical problems, slowing production.  As a result, many DMP producers reduced their consumption of SOP in favor of WL. However, during the slow spring and summer months, many DMP producers apparently solved some of their technical problems, and SOP suppliers worked harder at keeping groundwood paper within allowable limits.  Consequently, when DMP producers began to increase production, they increased their demand for SOP (and WL as well).





Decline in Office Paper Generation/Recovery


A decline in both the generation and recovery of office papers during the third quarter limited the available supply of such papers to paper mills, boosting prices.  The decline in generation was due to the seasonal slowdown in office-based businesses.  The decline in recovery was due to some paper collectors (notably refuse haulers) scaling back their office paper collection efforts in response to poor market conditions and the problems marketing SOP to deinked market pulp mills.  One large refuse hauler reportedly scaled back its office paper collection efforts in the Houston, Texas, area by 50 percent.�     





Prices 


Median market prices for CPO, WL, and SOP, as reported in Paper Recycler, all held steady or increased on a month-to-month basis during the third quarter.  Median processor prices, as reported in Fibre Market News, held steady throughout the quarter, with no reported change.  (See the following tables.  Also, for prices from 1992 to the third quarter of 1996, see "Historical Price Charts" at the end of this report.) 























Median Laser-Free Computer Printout Prices, June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
192.50�
215.00�
215.00�
220.00�
�
Prcssrs�
  72.50�
  70.00�
  70.00�
  70.00�
�






Median White Ledger  Prices, 


June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
130.00�
130.00�
140.00�
140.00�
�
Prcssrs�
  27.50�
  30.00�
  30.00�
  30.00�
�






Median Sorted Office Paper Prices, 


June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
55.00�
55.00�
55.00�
65.00�
�
Prcssrs�
16.25�
12.50�
12.50�
12.50�
�






Old Newspapers


Markets for ONP remained extremely weak during the third quarter, both domestically and overseas.  It was surprising, then, that prices at both the market and processor levels remained unchanged throughout the quarter. 





Newsprint Producer Downtime Continues


Demand for ONP by North American newsprint producers remained low throughout the third quarter as mills( particularly those in Canada(continued to take downtime in an effort to reverse continued newsprint price drops.  Average West Coast transaction price for 30 lb. newsprint, as reported in Pulp & Paper Week, declined during each month of the third quarter, ending at $570/metric ton.  Newsprint prices have fallen every month since April 1996, when they were $740/metric ton.





In spite of newsprint producer downtime, newspaper publishers were able to avoid any newsprint price increases during the third quarter, primarily for two reasons.  First, both publishers and producers had large inventories of newsprint on hand.  Publisher inventories averaged 44 days worth of newsprint in August,� which put them in the drivers seat when bargaining on newsprint prices.  Producers had nearly 750,000 metric tons of inventory at the end of July, the highest amount since 1991-92.�





The other reason that newspaper publishers were able to avoid newsprint price hikes was that their demand for newsprint was customarily down during the summer due to less advertisements in newspapers.  Newspaper publishers' consumption of newsprint traditionally reaches its lowest point in August.   





Exports Down


Overseas mills provided no relief for beleaguered ONP markets.  ONP exports in July and August were extremely low, while September's exports were reportedly no better.  As with OCC, poor overseas demand reflected reduced production by overseas mills due to stale economies.  (See the following table.)





California ONP #8 Exports�June-August, 1996 (metric tons)��
�
�
June�
July�
August�
�
�
52,231�
37,239�
38,141�
�
( from ‘95�
-9.8%�
-26%�
-44%�
�



Prices 


In spite of reduced domestic and overseas ONP demand, prices remained unchanged at both the market and processor levels throughout the third quarter.  The likely explanation for the steady prices was that domestic mills did not want to risk an interruption in the supply of ONP by dropping prices, which could have triggered shortages and ultimately, higher prices.


Median ONP market prices, as reported in Paper Recycler, remained at $50/ton throughout the third quarter.  Median processor prices, as reported in Fibre Market News, remained at $10/ton throughout the quarter.  (See the following table.  Also, for prices from 1992 to the third quarter of 1996, see "Historical Price Charts" at the end of this report.)





Median Old Newspaper Prices, 


June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
50.00�
50.00�
50.00�
50.00�
�
Prcssrs�
10.00�
10.00�
10.00�
10.00�
�
 


East Coast ONP Disposed 


The unfortunate consequence of municipal collection of recyclables during periods of rock-bottom markets struck ONP on the East Coast during the third quarter, as some recovered loads were reportedly landfilled or incinerated.  Even with the East Coast's high landfill tip fees, if there is not demand for a recovered material at any price, the only option for the material (other than storage) is disposal.





Most of the East Coast's ONP is consumed by Canadian newsprint mills, which were those taking the most downtime during the third quarter.  Additionally, the East Coast's most accessible overseas markets -- those in Europe - were largely idle during the summer months, as is customary.  Consequently, there were times when there was simply no market for recovered ONP, and so it was landfilled or incinerated.    





Even though ONP markets on the West Coast were in bad shape during the third quarter, there were no widespread rumors of ONP landfilled in California.  (However, it is conceivable that some landfilling of ONP did take place.)       


Mixed Paper


Mixed paper markets continued to deteriorate during the third quarter, with prices paid by both domestic and overseas mills for delivered loads very close to zero, or in some cases in negative values.  The poor market conditions for OCC and ONP (in particular) were responsible for keeping demand and price for MP down.  With prices for OCC and ONP at low levels, many domestic paper mills that can consume MP opted to use cleaner, more predictable sorted OCC and ONP instead.  





Somewhat paradoxically, exports of MP from California increased substantially in July and August (see the following table), which is not suggested by the static export prices.  There are two likely explanations for the increase in MP exports: first, overseas mills were capitalizing on the rock-bottom prices for MP by building inventories.  Tough inspections of MP shipments to China, which slowed shipping times considerably, gave overseas buyers that much more leverage to offer low prices for MP.  Second, mills were likely substituting MP for ONP, suggested by the low ONP shipments during July and August. (See export table under previous "ONP" subsection.)  





California Mixed Paper Exports�June-August, 1996 (metric tons)��
�
�
June�
July�
August�
�
�
26,993�
34,951�
40,476�
�
( from ‘95�
+2%�
+71%�
+35%�
�



The relatively strong overseas demand for MP kept the material moving to markets, in spite of low prices.  California was(and 


is(fortunate to have export market outlets for its recovered MP, given that domestic mills provide very little demand for this material.  On the East Coast, landfilling of recovered MP was quite commonplace during the third quarter, due to a lack of market outlets.  It is also possible that some MP recovered through California's curbside recycling programs was landfilled during the third quarter.  





Prices


Mixed paper prices continued to tumble during the third quarter.  Market prices, as reported in Paper Recycler, dropped by 50 percent in July to $7.50/ton, then declined to $5/ton in August, remaining at that level in September.  Processor prices, as reported in Fibre Market News, dropped from $-10 in June to $-30 in July, remaining at that level through August and September.  The negative prices charged by processors reflected their costs of handling and shipping the material to market, but in fact did not entirely cover these costs, given the extremely low market prices.  (See the following table.  Also, for prices from 1992 to the third quarter of 1996, see "Historical Price Charts" at the end of this report.)





Median Mixed Paper Prices, 


June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
15.00�
7.50�
5.00�
5.00�
�
Prcssrs�
-10.00�
-30.00�
-30.00�
-30.00�
�
      





Old Magazines


Markets for old magazines neither improved nor deteriorated notably during the third quarter, reflecting the lackluster market conditions for ONP.  Old magazines are recovered as a separate grade primarily for use as feedstock in newsprint deinking plants that employ "flotation" deinking technology.    





Median market prices for OMG, as reported in Paper Recycler, remained at $50/ton throughout the third quarter, the same price as for #8 ONP.  Median processor prices, as reported in Fibre Market News, remained at $5/ton.  (See the following table.  Also, for prices from 1992 to the third quarter of 1996, see "Historical Price Charts" at the end of this report.)





Median Old Magazine Prices, 


June-September 1996  ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets�
50.00�
50.00�
50.00�
50.00�
�
Prcssrs�
5.00�
5.00�
5.00�
5.00�
�






Fourth Quarter Preview


October brought increased demand and prices for some recovered paper grades, but there were signs that those market conditions would not continue during the fourth quarter.  The U.S. economy appeared to continue its third quarter slowdown into October, and export markets remained weak.  





OCC fared well in October, with both West Coast domestic and overseas prices increasing.  However, OCC prices will likely not continue to increase during the fourth quarter, as it is traditionally a period of lower OCC prices, primarily for two reasons:  lower production by containerboard mills (following increased third quarter production to supply box plants with increased holiday inventories), and higher OCC generation due to holiday merchandise stocking at retail stores. 





Prices for all three major office paper grades either increased or remained stable during October.  Strong demand for white ledger by tissue producers(who were running strong production schedules( indirectly increased demand for less expensive sorted office paper by deinked market pulp producers.  However, business demand for printing & writing papers is traditionally slow during the fourth quarter, so it is unlikely that recovered office paper prices will increase much more during the fourth quarter.  Additionally, virgin market pulp prices, which either remained stable or improved in October, are not likely to increase much(if at all(for the duration of the year. 





ONP demand remained flat during October, as newsprint producers continued to curtail production to balance supply with demand.  Domestic ONP markets will likely remain at least stable(if not improve(during November and December.  Newspaper publishers traditionally increase their consumption of newsprint during the fourth quarter, as holiday advertising increases substantially.  If publisher newsprint inventories dwindle to the point that they must significantly increase purchases, and overseas ONP demand remains at least stable, ONP prices may increase during the fourth quarter.  





Fourth quarter market conditions for old magazines should parallel those for ONP, with any hope for improvement hinging on increased demand for newsprint by newspaper publishers.   





Demand and prices for mixed paper are expected to remain low throughout the fourth quarter.  


Grade Definitions


Old corrugated containers - the industry term for used cardboard boxes.


Old newspaper #8 - referred to in the industry as "deinked quality news" to indicate that the paper is of high enough quality to be made into �deinked pulp for the production of recycled newsprint.  Typically requires some sorting to remove unwanted materials typically found in ONP generated by curbside recycling programs.


White ledger  - white printing and writing papers such as copier paper, laser and impact printer paper, and offset paper;  typically contain printing.


Sorted office paper - a selective mixture of papers typically generated in offices, comprised primarily of white ledger but including colored ledger, carbonless forms, envelopes, and coated paper (except magazines).  [Note:  the term "sorted" is based on the fact that the acceptable mixture of papers must still be sorted from unacceptable papers such as newspapers, magazines, and catalogs.]


Mixed paper - an extremely broad mixture of papers, with few unacceptable grades.  Includes virtually all types of paper generated in offices, and a large percentage of papers generated in homes. Unacceptable paper types typically include plastic-coated papers such as frozen food packages and paper towels/tissue. 


Old magazines -  coated publications (including catalogues), printed on either groundwood or nongroundwood paper, with pages secured either by staples or a glued binding. 


�



�
Compost/Organics�
Third Quarter Summary 


After months with no change, the average sales price for bulk compost from yard trimmings in the Southwestern U.S. (including California) decreased slightly during the third quarter, while the average price for bulk yard trimmings mulch increased somewhat.  It's possible that compost was moved at bargain rates to make room at compost facilities for the vast quantities of residential yard trimmings generated during the summer.  The higher price for mulch was unexpected, and no explanation is readily apparent.


Organic Product Profiles


Yard Trimmings Compost


After months of static prices, The Composting News (CN) reported a slight decrease in the average price for bulk yard trimmings compost in the southwestern U.S. during the third quarter.  The average price for yard trimmings compost declined by 27 cents/cu yd to $15.91 in August, although the range of prices reported by CN 





remained the same throughout the quarter. (See the following table.)





Bulk Yard Trimmings Compost Prices, 


June-September 1996 ($/cu yd)�
�
�
June�
July�
Aug.�
Sept.�
�
Range�
$5-25�
$5-25�
$5-25�
$5-25�
�
Median�
$16.18�
$16.18�
$15.91�
$15.91�
�



The price decline for compost could have been a result of local oversupply, due to a surplus of feedstock.  More yard trimmings are generated and collected in the summer months, and the unusually wet spring and hot summer temperatures in most of the state likely resulted in excessive quantities of yard trimmings.  Municipal composting programs usually compost all incoming material, so supply is not always in balance with demand, especially for new programs that have yet to identify local markets for the compost produced.  Additionally, prices could have been lowered at a few locations to liquidate surplus product.





Biosolids Compost


Bulk biosolids compost prices, as reported in CN, remained flat during the third quarter, with $6.60 the average price.  Prices continued to range from a low of $4.00 to a high of $8.00.  (See the following table.)  





Bulk Biosolids Compost Prices, 


June-September 1996 ($/cu yd)�
�
�
June�
July�
Aug.�
Sept.�
�
Range�
$4-8�
$4-8�
$4-8�
$4-8�
�
Median�
$6.60�
$6.60�
$6.60�
$6.60�
�



Yard Trimmings Mulch


Average prices for bulk yard trimmings mulch in the Southwest region, as reported by CN, rose $1.23/cu yd in August to $6.83/cu yd after remaining at $5.60/cu yd throughout the first seven months of 1996.  The high and low ends of the price range reported didn't change.  (See the following table.)





Bulk Yard Trimmings Mulch Prices, 


June-September 1996 ($/cu yd)�
�
�
June�
July�
Aug.�
Sept.�
�
Range�
$0-12�
$0-12�
$0-12�
$0-12�
�
Median�
$5.60�
$5.60�
$6.83�
$6.83�
�



The reported price increase for yard trimmings mulch came as a surprise, with the reasons for the increase unknown.  A price decrease in California would have been more likely because of the surplus of green material redirected to compost and mulch operations due to the closure of biomass energy facilities.  





Yard trimmings mulch(also referred to as "clean green" mulch(is usually screened or chipped, and can be used as feedstock for composting or applied directly on the soil for farm and orchard applications.  Mulch aids both water retention and weed suppression. In addition, recent research indicates some plant diseases may be suppressed through the use of mulch.  It is possible that demand for mulch is increasing as news spreads about the benefits of mulch, resulting in higher prices in some areas.





Local Program News


Through the third quarter, California had 173 curbside collection programs for yard trimmings,� with more on the way.  


Sacramento County, which has been conducting a pilot program for automated collection of yard trimmings, announced plans to implement county wide pickup over the next few years.  Variable-can rates are a part of the final plan, which will use the existing 90-gallon refuse cans for yard trimmings, and offer residents a choice of 90-, 60- or 38-gallon cans for refuse.  Residents will be charged the current monthly rate for the 60-gallon refuse can, more for the 90-gallon can and less for the 38-gallon can.  Up to 40 percent of the waste stream in Sacramento County is green waste, so diversion of yard trimmings via this collection program will play a major role in this county's effort to reach 50 percent diversion by the year 2000.  





A few composters in Central and Northern California reported a slight increase in yard trimmings compost prices for September. One city in Northern California raised prices by $1/cu yd for its locally produced yard trimmings compost and mulch after a city council member contended that the products were underpriced.


Composting Capacity Update


The number of composting facilities and operations in California continues to grow.  During the third quarter, local enforcement agencies issued three new “standardized” composting facility permits, with CIWMB concurrence.  The standardized permit tier is for facilities that have more than 10,000 cubic yards of feedstock and/or finished compost on site at any one time.  One of the new facilities has reportedly been in continuous operation since 1985, (prior to the requirement for any solid waste facility permit). 





Unprocessed Yard Trimmings 


Unprocessed yard trimmings (UYT), also referred to as "clean green" and "yard waste," are collected from urban residences and are commonly used as feedstock for composting. Recycling Times continued to report UYT prices at -$5.60/cu yd during the third quarter.  This negative value reflects the fees charged by processors to accept the material.  Processor fees are usually considerably lower than landfill disposal fees, so offer a cost-beneficial alternative to landfilling for UYT generators.





Wood Waste


Wood waste was covered in the Compost/Organics section of previous issues of this report because many composters are also wood processors.  However, the new Construction and Demolition (C&D) section in this issue covers markets for "urban wood debris."  


As noted in the C&D section, urban wood debris includes wood debris from C&D activities, wood generated during the manufacture or processing of wood products, and wood pallets. It excludes tree trimmings, grass clippings, leaves, and the residuals of raw woody crops; these materials will continue to be addressed in this Compost/Organics section.


Organic Farmers


Growth in organic farming, including the conversion by some large conventional farmers to sustainable growing methods, is creating new demand for urban compost.  Organic farmers tend to be more familiar with compost(and more willing to use urban compost products(than their counterparts in conventional agriculture.  


A recent survey by the Organic Farming Research Foundation indicates that the number of organic farms is increasing:  39 percent of the respondents from this survey began working on conventional farms and later made the transition to organic farming. Almost half of the respondents intend to increase their organic acreage over the next 2(3 years.  Only 4 percent intend to decrease acreage.  





Fourth Quarter 1996 Preview  


Agricultural Outreach


The CIWMB's efforts to develop new markets in California agriculture for compost derived from urban green materials and other feedstock will continue. CIWMB staff will present compost information at farm shows from November 1996 through February 1997.  Introducing farm show attendees to the benefits of using compost and mulch and promoting the CIWMB compost and mulch agricultural demonstration projects are important parts of this effort. The five agricultural compost and mulch demonstrations which began three years ago are winding down(CIWMB support ends in March 1997.  New CIWMB support of an agricultural demonstration project using yard trimming mulches on avocado groves will begin soon.





Legislation


Markets for organic material may be impacted by two bills passed during the third quarter.  Assembly Bill 1647 (Bustamante, Chapter 978) states that beneficial reuse in the construction and operations of a solid waste landfill, including use of alternative daily cover, constitutes diversion through recycling.  The CIWMB will adopt rules and regulations that establish conditions for the use of alternative daily cover.  AB 1647 becomes effective January 1, 1997. 





AB 1890 (Brulte, Chapter 854) may affect the biomass industry, which has the potential to consume a considerable amount of California's green material.  AB 1890 provides the foundation for restructuring the regulatory framework for California's electric power industry.  The bill requires the Secretary of the California Environmental Protection Agency (Cal/EPA) to report to the Legislature on public policy strategies to shift costs from existing utility ratepayers to alternate sources that benefit from biomass-generated electricity.  The bill is an urgency measure and became effective on September 24, 1996.





Organics Markets on the Web


The World Wide Web is providing new marketing opportunities for organic products.  CalMAX, the California Materials Exchange, has long listed soil amendment and raw organic materials among the available and wanted materials in its  publication and bulletin board.  Now CalMAX is on the Web.  This provides a way for businesses to make connections for beneficial reuse of "waste" material.  CalMAX is online at:  


http://www.ciwmb. ca.gov/ mrt/ calmax/calmax.html.





Another organics-related site is Recyclers' World, with free listings to buy, sell, or trade organic materials.  Several categories are listed for differing types and grades of material.  The “organic” and “food waste” sections have categories for home composting, central composting (large scale), rendering and protein wastes, and processed and packaged food wastes.  The address is:  http://www.recycle.net/recycle/organic/


central/index.html.


�
Construction and Demolition Materials�
�PRIVATE ���PRIVATE ��This is the first issue of the Quarterly Report on California's Recycling Markets to review construction and demolition materials markets.  The information provided in this introductory section is of a general nature, rather than quarter-specific, to provide a knowledge base for our readers.  Over time, we will expand the information presented and the materials included.  We would like your suggestions and comments to focus our research.  Please contact Marylou Taylor at (916) 255-2463 to let us know what information you want included in this report, other materials which we should add in the future, and possible sources of data we could analyze to make this section more useful for you.
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�
Introduction


Construction and demolition (C&D) materials loosely define the waste materials resulting from construction and demolition activities of buildings, highways, and other structures.   





Unlike the other recyclable commodities covered/ in this report, this section does not 





include quarterly price tables and historical price charts, since C&D prices are not reported in trade journals or other publications.  Information in this section was compiled from reports, periodicals, and conversations with C&D industry professionals. 





This section reviews the following three types of materials: 


     •	Aggregate (mainly reclaimed 	concrete and asphalt)


     •	Urban wood debris


     •	Gypsum from drywall





The C&D  materials covered in this report are not necessarily the most valuable, nor do they represent the largest percentage of the C&D waste stream; they were selected because they are the materials with the greatest amount of market-related information available.  Subsequent issues may include additional materials as more markets information becomes available.


Material Profiles


Aggregate


Recycled aggregate is made of previously used concrete and asphalt.  The reclaimed material is generally delivered to the processor in chunks, where heavy equipment crushes it into aggregate.  


A crushing plant may also remove contaminants, such as metal rebar and wood.  Some equipment is portable and is used on site for immediate in-place recycling.  





According to the CIWMB’s current information, over 100 producers of recycled aggregate are located in California,� mostly in or around urban areas.  An increasing number of rock quarries have enhanced their operations by processing reclaimed asphalt and concrete.   As their virgin materials deplete at the site, they find that recycling helps extend the life of the quarry.  


The main use for recycled aggregate is road base (the first layer beneath the pavement) and sub-base (the layer below the base). 





Factors Influencing Use of Recycled Aggregate 


Specifications


With most construction projects, contract specifications control the types of materials that are used.  Many municipalities and contractors continue to specify virgin aggregate, either out of habit, inexperience with or distrust of recycled material, or unawareness of new specifications that allow recycled aggregate for certain applications, such as road base and sub-base.  Such specifications are published in both the California Department of Transportation's (Caltrans) Standard Special Provisions and in the Greenbook (developed by the southern California chapters of the American Public Works Association and the Associated General Contractors of California).  The Greenbook is used by most municipalities in Southern California for roadway specifications; Caltrans' Standard Special Provisions is used by Northern California communities. 


Prices


In general, recycled aggregate costs less than, or is comparable to, virgin aggregate. Processors invariably charge a tipping fee to accept concrete or asphalt from demolition projects; their fees are dependent on the price they receive for the recycled aggregate they produce.  





Cost Incentives


High costs for transporting heavy concrete and asphalt provide incentives for both generators and processors to process the material on site or in a nearby area.  Some municipalities are also creating cost incentives to recycle used concrete and asphalt through bans and/or graduated tipping fees for the materials at landfills.  


A construction project replacing an existing structure can avoid the costs of transporting and landfilling demolition material if the material can be recycled nearby.  Crushing the old concrete and using it as base under the new parking lot, for example, also lowers the costs of buying and transporting virgin material to the site.  However, air pollution control equipment is required at mobile sites, making many smaller jobs cost-prohibitive. 


Construction and Demolition Activity 


Caltrans projects often require large volumes of material, which can inadvertently limit the use of recycled aggregate.  Some stationary recyclers are too small to supply large quantities at one time.  Without adequate space to stockpile, these smaller processors require steady demolition activities to replenish their feedstock supplies.  Earthquake-damaged structures and military base demolition can create large supplies of feedstock to produce recycled aggregate.


Current Demand for Recycled Aggregate


Primary purchasers of recycled aggregate include contractors for Caltrans, local public works agencies, and private developers.  Information on demand is not widely available, but many construction projects do specify recycled aggregates in their projects.





The California Department of Conservation, Division of Mines and Geology, which periodically publishes regional aggregate report updates, has begun to include aggregate recycling information in some of the updates.  The latest updated report covers the South San Francisco Bay Production-Consumption Region� that currently has 27 producers of recycled aggregate, ten of which are located at active or inactive mining operations.  An estimated 2.3 million tons of Class 2� aggregate base was produced from recycled concrete and asphalt in 1994, about 11 percent of the total aggregate consumed in that region.


Urban Wood Debris


The broad subcategory of "urban wood debris” includes wood debris from C&D activities,  wood generated during the manufacture or processing of wood products, and wood pallets.  Urban wood debris excludes green waste, such as tree trimmings, grass clippings, leaves, and the residuals of raw woody crops (these materials are addressed in the "Compost/Organics" section of this report).





By far, the largest market for urban wood debris in California is fuel for the biomass industry, although that market has shrunk considerably in recent years.  (See the following subsection.)   Smaller markets include mulch and plant bedding, fiberboard manufacture, and reuse and remilling (for salvageable lumber). 





Factors Influencing Use of Urban Wood Debris 


Downsizing of the Biomass Industry


In response to the 1970s energy crisis, Congress passed the Public Utility Regulatory Policy Act (PURPA) in 1978 to reduce dependence on non renewable resources for electricity supply.  As a result, biomass plants (facilities that burn organic materials such as wood debris to produce electricity and often steam or heat) expanded California's energy supply, and the majority of the state's wood debris processors sold at least a portion of their material to the biomass industry.  





Over the past two years, half of California's biomass plants have closed because of uncertainty about deregulation and the expiration or buy out of PURPA-mandated utility contracts that guaranteed the plants above-market prices for the electricity that they generated.  Over the last two years, the two million tons of wood debris that were previously consumed by these plants were processed in primarily three different ways:





Premium and clean wood was used to produce fiberboard and 	high-quality mulch.


Residential green material was used to produce compost and mulch.


Orchard prunings and other agricultural waste were most likely burned.


It is unknown how much material was landfilled that was previously consumed at biomass plants.


Legislation


California legislation that proposed to create incentives for renewable energy in the state's electrical power generation infrastructure did not pass during the 1996 session.  Assembly Bill 1202 (Woods), mentioned in the last quarterly markets report,�  would have required all retail sellers of electricity to purchase a minimum of 10 percent from eligible renewable generators, including at least 1.5 percent from biomass facilities.   The bill became inactive in the Senate Energy, Utilities and Communications Committee, so it did not become law. 





The Governor signed Assembly Bill 1890 (Brulte) this past September, which will deregulate California’s electricity services market in an effort to create a more competitive environment.  One component in this complex piece of legislation seeks to "preserve California's commitment to developing diverse, environmentally sensitive electricity resources."  The bill allots a total of $540 million in funds from 1998 through 2001 for existing and new renewable energy technology and related programs.  Dispersion of the funds will be determined by the California Energy Commission.  Until these funds are designated, the direct effect of this legislation on the biomass industry is unknown.





Another provision of AB 1890 is the requirement that Cal/EPA submit a report to the Legislature by March 31, 1997, that will:





Quantify the benefits of the biomass industry (e.g., fire suppression, water and air quality). 


Recommend options to shift the revenue needs of the biomass industry from utility ratepayers to other non-energy beneficiaries.  


The CIWMB will conduct a workshop on December 19, 1996, to receive the comments of interested parties.





The Governor also signed Assembly Bill 3345 (Bustamante) requiring the CIWMB to conduct a feasibility study on expanding the use of agricultural and forest waste in the production of commercial products.  The report, to be completed by December 31, 1998, will include:





An analysis of the available technologies for using agricultural and forest waste as feedstocks and the commercial products that could be reasonably manufactured.


An analysis of the potential impact that the diversion of agricultural and forest waste into manufactured products might have on landfills, especially in agricultural and forestry�dependent counties.


If you are interested in participating in the review process of this report, please contact Scott McFarland at (916) 255-2613.  You will receive a draft copy of the study when it is complete.





Current Demand for Urban Wood Debris


As more wood debris generators are pushed to find alternatives to biomass plants, the surplus of wood materials is saturating existing markets.  As a result, end users and processors are requiring cleaner and higher quality wood.  More processors are starting to realize they can find sufficiently high quality material in C&D, if enough effort is put into removing contaminants.   





Gypsum (from drywall)


Drywall� is made of 75 percent or more gypsum (calcium sulfate dehydrate).  The gypsum core is chemically and mechanically bonded to a paper facing and a paperboard backing, and the drywall is used in interior walls in residential and commercial buildings.  





According to the CIWMB's current information, ten producers of recycled gypsum operate in California.  Most are located near agricultural areas, as farmers are the greatest consumers of recycled gypsum.  Processors crush drywall scraps and remove the non-gypsum components, which can be contaminants in the recycled gypsum, depending on the end use.  The reclaimed gypsum is typically in the form of powder or pellets, some containing drywall paper.  The material has a number of potential uses, but the largest current market is for soil amendments or additives. Smaller markets include use in new wall board and line markings on athletic fields.


 


Factors Influencing Use of Recycled Gypsum


Purity  


For most uses, drywall paper is a contaminant in recycled gypsum, except in agriculture where it assists with water absorption.  Clean construction drywall also contains certain additives from the manufacturing process, such as boron, which can be a detriment or a benefit depending on the amount of boron already in the soil and the type of crops being grown.  Demolition drywall can be contaminated with nails, tape, joint compound, and paint, so is typically used for nonagricultural purposes only.


Transportation


Since gypsum is a fairly low-value commodity, agricultural consumers do not find it cost-effective to purchase recycled gypsum because of transportation costs, unless the processor is reasonably close.


Permits and Regulations


Because drywall recycling produces dust, processors are required to control dust emissions, especially near residential areas. At times, C&D processors are reluctant to recycle gypsum because these restrictions reduce the cost effectiveness of processing the material.





�Current Demand for Recycled Gypsum


California receives much of its virgin gypsum from Utah and Nevada; therefore, agricultural consumers near those borders pay less for the virgin material than consumers in other areas of the state.  The demand for recycled gypsum tends to increase as the distance from virgin gypsum producers increases.  In the Sacramento area, for example, prices for virgin gypsum are higher than in Nevada; therefore, demand for less-expensive recycled gypsum is high, and in fact exceeds supply. 





Agricultural demand for recycled gypsum also depends on the type of crop grown and existing soil conditions.  As acceptance of recycled gypsum grows among farmers, demand is expected to increase.


  


�



Plastics


�
Third Quarter Summary


Markets for postconsumer polyethylene terephthalate (PETE) containers, flake, and pellet weakened during the third quarter, due to an overabundant supply of virgin PETE resin.   





On a more positive note, markets for postconsumer, natural (noncolored) high density polyethylene (HDPE) flake and pellet picked up during the third quarter, driven by price increases for virgin HDPE resin.  (Prices for flake and pellet increased, but container prices remained unchanged.)





Prices for pellets from postconsumer low density polyethylene (LDPE) film remained flat during the third quarter, despite the fact that prices for virgin LDPE resin (film grade) increased during the quarter.





Price changes and market factors for specific plastics during the third quarter are discussed in the following section.  Prices for virgin resin, postconsumer pellet and postconsumer flake are duplicated from Plastics News ; prices for postconsumer containers(at both the market (baled) and processor (loose) levels(are duplicated from Recycling Times.


Postconsumer Plastics Profiles


Polyethylene Terephthalate (PETE #1)


Prices for postconsumer PETE continued to decline during the third quarter of 1996.  Processor prices for loose PETE containers (exclusive of California Refund Value) between June and September 1996 dropped from approximately 2-3 cents/lb to 1 cent/lb, while market prices for baled containers declined from 25 cents/lb to 11 cents/lb.  The price for postconsumer PETE flake fell from 47 to 28 cents/lb, and the price for postconsumer PETE pellet fell from 50 cents/lb to 32 cents/lb.  (See the following table. Also, for prices between 1992-1996, see “Historical Price Charts” at the end of this report.)  


 


�Median Postconsumer PETE Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Pellet�
49.9�
44.1�
37.5�
31.9�
�
Flake�
46.8�
40.5�
34.0�
28.5�
�
Cntnrs -Markets�
25.0�
25.0�
14.5�
11.0�
�
Cntnrs -Prcssrs�
  2.3�
  2.0�
  2.0�
  1.0�
�



A major decline in the price for virgin PETE resin, which fell another 13 cents/lb during the third quarter(from 63 to 50 cents/lb(was responsible for the price declines for postconsumer PETE resin.  Between January and September 1996, the price for virgin PETE resin dropped by a total of 25 cents/lb! 





Widespread availability of virgin PETE resin resulting from new production capacity accounted for the sharp price decline for the resin.  The increase in production capacity was based on anticipated increases in demand as more product manufacturers were switching to PETE containers.  However, through the third quarter, demand had not increased to the point where it was in balance with available supply, and consequently, prices for virgin PETE were pressured downward.  





With virgin PETE prices depressed, postconsumer markets suffered.  Specifically, container and product manufacturers purchased widely available, inexpensive off-spec virgin resin instead of postconsumer resin.  This in turn resulted in fewer PETE reprocessors buying postconsumer material.  According to Resource Recycling's Container Recycling Report (September 1996), plastics industry representatives believe the number of firms in the U.S. buying postconsumer PETE has declined by two-thirds to twelve and that this number may drop to six by the beginning of 1997.  By the end of the third quarter, the only outlets for postconsumer PETE containers recovered in California were export markets in the Far East and domestic reprocessors with pre-existing purchase contracts.  





High Density Polyethylene (HDPE, #2)


During the third quarter, processor prices for postconsumer natural HDPE containers (loose) held steady at around two cents/lb, while market prices for baled containers continued to hover around 10 cents/lb.  Prices for postconsumer HDPE flake increased from 23 to 26 cents/lb and post-consumer pellet declined slightly from 33 to 27 cents/lb to begin the 3rd quarter, then rebounded to 34 cents/lb by the end of the quarter.  (See the following table.  Also, for prices between 1992-1996, see “Historical Price Charts” at the end of this report.)





�Median Postconsumer HDPE Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Pellet�
32.5�
26.5�
33.3�
33.7�
�
Flake�
23.0�
23.0�
24.1�
25.5�
�
Cntnrs -Markets�
10.5�
10.8�
10.8�
10.8�
�
Cntnrs -Prcssrs�
2.3�
2.5�
2.5�
2.5�
�



Increased prices for virgin natural HDPE resin were primarily responsible for the third quarter price increases for postconsumer natural HDPE flake and pellet.  Between June and September 1996, prices for virgin natural HDPE resin increased from 41 to 46 cents/lb.





Strong demand by plastic bag and container manufacturers was the driving force behind the price increases for virgin natural HDPE  resin during the third quarter.  In addition, these same manufacturers bolstered demand for postconsumer resin since some of their products contain both virgin and recycled resin.  Finally, manufacturers of HDPE pipe used in agricultural and plumbing applications provided strong demand for postconsumer colored HDPE resin.  





California's Rigid Plastic Packaging Containers Law


As reported by some postconsumer resin producers, recent developments in California's Rigid Plastic Packaging Containers law may slow demand for postconsumer HDPE containers as well as postconsumer containers made from other plastic resins.   





California's RPPC law requires that manufacturers who sell products in California after 1995 meet one of five compliance options for their rigid plastic packaging containers (of any resin type), including containing at least 25 percent postconsumer resin.  The RPPC law also requires that the CIWMB annually approve an "all container" plastic recycling rate.  While the CIWMB has yet to approve an all container recycling rate for 1995, it has begun the development of a less costly method to calculate the rates for 1996 and beyond.





Another bill affecting the RPPC program is Senate Bill 1155 (Maddy and Costa, Chapter 754), signed into law on September 21, 1996.  SB 1155 permanently exempts all food and cosmetic containers from the RPPC Program.  The significance of this change is unknown at this time as these containers were originally granted a waiver from the Program until January 1, 1997, and so were never regulated. 





Low Density Polyethylene (LDPE, #4)


Prices for postconsumer LDPE resin remained unchanged during the third quarter, despite price increases for virgin LDPE.  Prices for baled LDPE film remained in the 0-5 cents/lb range, depending on quality (i.e. food contamination, amount of incompatible resin types, percentage clear vs. colored, etc.).  Prices for colored LDPE flake remained at 10.5 cents/lb, while clear LDPE pellets held steady between 29-30 cents/lb.  Prices for virgin LDPE pellet (clear film) increased from 47 to 52 cents/lb.  (See the following table.)





�Median Postconsumer LDPE Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Clear Pellet�
29.5�
29.5�
29.5�
29.5�
�
ColoredFlake�
10.5�
10.5�
10.5�
10.5�
�



The main factors driving the markets for postconsumer LDPE resin were increased demand by domestic trash bag manufacturers, agricultural and construction film producers, and to a lesser extent, exports to Latin America and China.  According to industry sources, use of postconsumer resin was based mainly on its price advantage over virgin, but in addition, the minimum-recycled-content requirement for plastic trash bags sold in  California was also a factor.





Polystyrene (PS, #6)


Processor prices for loose postconsumer polystyrene (PS) remained between 3-7 cents/lb throughout the third quarter, as they have for the entire year.  Market prices for baled postconsumer PS also remained unchanged throughout the quarter, ranging between 5-10 cents/lb.  Median prices for postconsumer PS flake remained at 33 cents/lb during the third quarter, unchanged from the previous two quarters.  In addition, median prices for postconsumer PS pellet remained unchanged from the previous two quarters, remaining at 44.5 cents/lb.  (See the following table.)    





�Median Postconsumer Polystyrene Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Pellet�
44.5�
44.5�
44.5�
44.5�
�
Flake�
33.0�
33.0�
33.0�
33.0�
�
Cntnrs - Mkts�
7.5�
7.5�
7.5�
7.5�
�
Cntnrs -Prcssrs�
5.0�
5.0�
5.0�
5.0�
�



Prices for postconsumer polystyrene remained stable during the third quarter in spite of a fair amount of fluctuation in the price of virgin PS resin.  Virgin PS pellet began the quarter at 49 cents/lb, fell to 43 cents/lb in August, and then climbed back to 47 cents/lb by the end of September.





The stable prices for postconsumer polystyrene during the third quarter(and throughout the year(in spite of fluctuations in virgin resin prices, indicate that supply and demand for postconsumer PS resin are well balanced.  





Fourth Quarter Preview


Prices for postconsumer PETE will likely erode further during the fourth quarter, due to the oversupply of virgin PETE resin.  This condition is likely to persist well into 1997 as manufacturer inventories of virgin PETE �resin will be full and new supplies will be ample for some time to come.  





As a result of the ready availability of inexpensive virgin PETE resin, demand for postconsumer PETE material will likely decline and some recovered material may be landfilled, since there are few market outlets for it.  One estimate published in an industry trade journal is that one out of every four pounds of collected PETE material could be disposed.  





The third quarter postconsumer PETE market imbalance will likely be compounded in the fourth quarter, since processor inventories of postconsumer containers are expected to be high.  Inventories swelled during the third quarter as generation and recovery of such containers increased with the warm weather, while at the same time there were insufficient market outlets for the recovered material.





Regarding postconsumer HDPE, prices are not likely to continue increasing during the fourth quarter, as demand for virgin HDPE by major end users such as agricultural and plumbing pipe producers is expected to seasonally decline.  The decline in demand for virgin HDPE should bring down prices and exert downward price pressure on postconsumer HDPE resin.  In addition, export markets have usually built up pre-holiday production inventories of postconsumer material by the fourth quarter, which should further weaken postconsumer HDPE demand.


�



Aluminum Used Beverage Containers�
Third Quarter Summary


The U.S. market for aluminum used beverage containers (UBC) remained in the �doldrums during the third quarter, although California markets improved slightly during August and September.


�
UBC Market Profile


In July, August, and September, can sheet producers, reacting to dwindling supplies of UBCs from recyclers, bid up prices to boost recovery.�  The U.S. market price for UBCs increased to $0.53/lb in August, a 3 cents/lb increase over July's figure.  The U.S. price was, however, 19.5 percent lower than the corresponding price of one year earlier.





Western Region market prices for UBC, as listed in Recycling Times, were between 45-55 cents/lb in July, 45-53 cents/lb in August, and 45-54 cents/lb in September.  These prices were virtually unchanged from the 45-55 cents/lb price for the month of June.





Western Region processor prices, as listed in Recycling Times, remained between 25-35 cents/lb during the months of July, August, and September.  This range was down slightly compared to a range of 30-42 cents/lb during the month of June.  (See the following table.  Also, for prices between 1992-1996, see “Historical Price Charts” at the end of this report.)  





�Aluminum Used Beverage Container Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Markets�
45-55�
45-55�
45-53�
45-54�
�
Prcssrs�
30-42�
25-35�
25-35�
25-35�
�



The continued weakness in UBC markets, both for California and nationwide, appeared to be primarily the result of a low LME (London Metals Exchange) cash price for primary aluminum.  During the third quarter, the price fluctuated between 66 and 68 cents/lb, about 16 percent less than prices during the same period last year.�  The LME cash price for primary aluminum in September was at a two-year low.  Prices for UBC parallel LME primary aluminum prices, and LME primary aluminum prices parallel those for copper, as copper competes with aluminum in some industrial applications.  





Weakness in the copper market, attributable to a large sell-off of copper in the commodities market, contributed to the downturn in the LME price for aluminum.  As of late September, copper prices had fallen about a third since early May, when Sumitomo Corp., the giant Tokyo corporation, disclosed the loss of about $1.8 billion in copper futures trading.  The copper trading scandal occurred as a Sumitomo employee attempted to corner the copper market and incurred copper trading losses over a number of years.  After the announcement, Sumitomo sold many of its copper contracts, causing the international price of copper to fall.�  





In spite of weak U.S. UBC markets, California UBC market prices increased slightly during the third quarter. The California market price for UBC, as listed in Recycling Manager, was 47 cents/lb in late September, a 12 percent increase from the late July price of 42 cents/lb.  The September price improvement reflected increased purchasing of UBCs by can sheet producers during the last two months of the third quarter.





UBC Recovery


It appears that the 1996 U.S. UBC recycling rate may not reach 60 percent for the first time since 1988.�  (1995 was not a stellar year for UBC recovery either, with the recovery rate reaching only 62 percent.)  Through August 1996, consumption of UBCs by aluminum can sheet producers was down 7 percent over 1995 levels, yet beverage can shipments were ahead of last year's pace.  


Recycling experts point out numerous reasons for the reduction in the national UBC recycling rate, including:





Reduction in the number of small recycling centers.


Increased curbside collection programs (the participation and capture rate of curbside programs may not be as effective as recycling centers for recovering aluminum cans).


Greater use of aluminum cans instead of paper cups at large events (such as sporting events) where recovery levels are very low.


Less media time sponsored by the aluminum industry promoting the recyclability of aluminum cans.


Fourth Quarter Preview


Markets for UBCs in California during the fourth quarter in will most likely remain flat, although there is an outside chance that �there will be a slight improvement, if worldwide economic conditions improve.





Tony Bird of Anthony Bird Associates (Surrey, United Kingdom) is optimistic that increased demand will soon create tight markets for aluminum.  According to Mr. Bird, the leading economic indicators in the U.S., Japan and Germany signal an economic upturn which will accelerate aluminum orders in 1997.22





Steward Spector, publisher of The Spector Report (Hewlett, New York) indicates that worldwide primary aluminum production and prices should increase during the fourth quarter and into 1997.23





Because markets and prices for UBCs in California are closely tied to U.S. and international demand for primary and secondary aluminum (which in turn is influenced by both domestic and worldwide economies), the performance of California's UBC markets will hinge on the performance of those economies.�



Glass Containers�
Third Quarter Summary


Markets for cullet from glass containers in the Western U.S. remained stable during the third quarter, preserving the gains made during the second quarter.





Glass Container Market Profiles


Markets for California glass containers remained stable during the third quarter, reflecting the ability of glass container and fiberglass manufacturers to consume all the containers recovered within the state.  





In general, end user and processor prices for cullet and glass containers remained unchanged during the third quarter.  The following tables show a decline in the lower end of the range of prices paid by end users for clear and brown glass cullet during the month of July.  Most likely, the lower price reflected that of one end user, rather than several, and could be considered a sampling variation. Prices are those reported in Recycling Times, then adjusted using information provided by contacts in the glass processing industry.  (See the following tables.  Also, for prices between


______________________


22Resource Recycling’s Container Recycling Report, July 1996.


23Resource Recycling’s Container Recycling Report, July 1996.


1992-1996, see "Historical Price Charts" at the end of this report.)





Clear Glass Cullet/Container Prices, 


June-September, 1996 ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets (Cullet)�
41- 85�
35-85�
35-85�
35-85�
�
Prcssrs (Cntnrs)�
0-40�
0-40�
0-40�
0-40�
�






Brown Glass Cullet/Container Prices, 


June-September, 1996 ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets (Cullet)�
41-70�
31-70�
31-70�
31-70�
�
Prcssrs (Cntnrs)�
0-40�
0-40�
0-40�
0-40�
�






Green Glass Cullet/Container Prices, 


June-September, 1996 ($/ton)�
�
�
June�
July�
Aug.�
Sept.�
�
Markets (Cullet)�
15-70�
15-70�
15-70�
15-70�
�
Prcssrs (Cntnrs)�
0-20�
0-20�
0-20�
0-20�
�



As was the case during the second quarter, a source from a California glass processor indicated that demand for clear, brown, and clear beneficiated cullet by California glass container manufacturers exceeded his company’s ability to supply the material.  The company continued to import cullet from out-of-state to meet demand.  





Three-Color Mix Glass


Marketing of three-color mix (3-mix) glass in California continued to be challenging during the third quarter.  Although 3-mix comprises a relatively large share of the glass recovered in California, market options are still few.  Municipal curbside collection programs recover the majority of 3-mix in California.   





The following table illustrates the respective amounts of clear, green, brown, and 3-mix glass recovered in California between July 1994 and June 1995. 24  While 1995-96 figures are not available, it is likely the 


respective percentages are similar to 


1994-95.    





�PRIVATE ���PRIVATE ��Color�
Tons Recovered�
Percent of


Recovery �
�
Clear�
259,141�
37%�
�
3-Color Mix �
184,245�
27%�
�
Brown�
148,828�
21%�
�
Green�
102,773�
15%�
�
Total�
694,987�
100%�
�
�seq Text_Box  \* Arabic�2�





There are only two principal markets for 


3-mix in California:  Gallo Glass in Modesto, which uses it to produce dark green wine bottles, and the four fiberglass producers in the state.  Because of limited markets for 


3-mix and because a considerable amount of processing is required before 3-mix can be used by either Gallo or by fiberglass producers, the market price municipalities receive for 3-mix is very low: between $0 and $10 per ton.





Although the market price of 3-mix is very low, the Department of Conservation (DOC) beverage container redemption program enables municipalities to receive a price for 3-mix well above the market value. 





Municipalities participating in  the DOC program receive a processing fee of approximately $23.66/ton for commingled25 3-mix and a redemption fee of $36.00/ton for a total receipt of about $59.66/ton.  Thus, after transportation charges, municipalities typically receive between $45 and $50/ton for 3-mix.





Glass Containers Lose Market Share


Glass containers continue to lose market share to other container material types.  Soft drink and food product manufacturers are increasingly substituting aluminum and plastic containers for glass.  As of the end of May 1996, year-to-date glass container production was down 2.9 percent from the previous year.25


�Fourth Quarter Preview


Markets and prices for glass containers and cullet should continue to remain relatively stable in the western U.S. during the fourth quarter.  Seasonal demand for cullet by color and the cost of transportation will continue to result in some fluctuations in prices.


�



Steel Cans





�
Third Quarter Summary


Markets for recovered steel cans in California remained weak during the third quarter, due to a continued softening of the ferrous scrap market.  The primary factors which contributed to the weakness in ferrous scrap markets were:





Weaker overseas demand (due in part to a stronger U.S. dollar and a depressed Japanese economy).


A decline in domestic and international steel production.


A decline in the price of copper.  


Steel Can Market Profile


The California market price for steel can scrap remained unchanged during July and August, but decreased $5.00 per ton in September due to weaker domestic and international ferrous scrap markets.  As of October 1996, U.S. steel production was up by 2 percent compared with the same period in 1995, yet domestic steel mill consumption of ferrous scrap through the second quarter was less than year-previous


_____________________________





26Resource Recycling’s Container Recycling Report, July 1996


levels.  U.S. steel mills were largely substituting pig iron, imported from Russia 


and Brazil, for ferrous scrap.  The downward trend in scrap consumption most likely continued into the third quarter, although actual figures were not available at the time of publication.    





The price paid for steel can scrap in California is based on the composite regional price index for #1 heavy melting 


steel published in Iron Age Scrap Price Bulletin.27  Iron Age's composite index is based on surveys of western ferrous scrap processors and exporters.28 





Market prices for steel cans in the Western Region, as reported by Recycling Times, declined in July, but then remained stable throughout the remainder of the quarter.  Processor prices also declined in July, but then returned to their June level in August and remained unchanged in September.  As with California steel can prices, weaker domestic and international ferrous scrap markets were the main reason for the lower prices in the Western Region.  (See the following table.  Also, for prices between 1992 - 1996, see "Historical Price Charts" at the end of this report.)





�Postconsumer Steel Can Prices


June-September, 1996 (cents/lb)�
�
�
June�
July �
Aug.�
Sept.�
�
Markets�
40-55�
30-55�
30-55�
30-55�
�
Prcssrs�
5-30�
5-25�
10-25�
10-25�
�



A decline in the international price of copper also contributed to lower prices for steel can scrap during the third quarter.  Steel cans are used to extract copper ore from mined earth.  Approximately two pounds of steel cans are required to extract one pound of copper ore. 





The price of copper determines the amount copper producers will pay for steel cans.  The international price of copper declined by about a third between early May and �September after it was disclosed that a rogue copper trader at Sumitomo Corp., the giant Tokyo corporation, attempted to corner the copper market.  After the announcement, Sumitomo sold many of its copper contracts, causing the price to fall.   (See also the information provided in the previous section of this report on "Aluminum Used Beverage Containers.")  


Fourth Quarter 1996 Preview


The fourth quarter picture for steel can scrap markets in the West is unclear.  While some end users reduced their price for steel cans by $5/ton in October, others held the line on prices.  At the time of publication, the reason for the October steel can price reductions by some end users was not known, nor was it known whether those reductions would continue during the fourth quarter. �
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Historical Price Charts 


1992 - 1996
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FIRST CLASS


�The information in this economic summary is derived from a forecast published on October 10, 1996, by the Research Seminar in Quantitative Economics  (RSQE), an economic modeling and forecasting unit of the Dept. of Economics at the University of Michigan.





�Pulp & Paper Week, September 30, 1996, p.3.


�See previous footnote.


�Ken Enderle, Regional Manager, Fiber Procurement and Development, Recycling Operations, Georgia-Pacific Corp; personal communication, 10-17-96.





�U.S. Department of Commerce Report EM 545: Exports of Domestic and Foreign Merchandise; March-April, 1996; figure derived.


� Pulp & Paper Week, various issues between March & June 1996; virgin market pulp prices are based on a combination of 65 percent hardwood pulp prices and 35 percent softwood pulp prices.


�Fibre Market News, Sept. 20, 1996, p.7.


�Pulp & Paper Week, September 23, 1996, p.2


�See Footnote 7.


�See Footnote 7.


�  See Footnote 7.


�California Department of Conservation, Division of Recycling.


�For a copy of CIWMB'‘s Construction and Demolition Recyclers � Processors and Receivers  (P ub #431�96�017), call the Recycling Hotline (800) 533-2962.





�Includes the counties of San Francisco, Alameda, Contra Costa; most of San Mateo County and part of Santa Clara County, including the city of San Jose.


 �As specified in Caltrans' Standard Special Provisions.


�See "wood debris" in the “Compost/Organics” section.of the  Quarterly Report on California's Recycling Markets: Second Quarter 1996, p13.


�Other common names are wallboard, plasterboard, and gypsum board.


�American Metal Market, September 25, 1996.


�Resource Recycling’s Container Recycling Report,  July 	   1996.


 �American Metal Market, September 20 ,1996.


�Resource Recycling’s Container Recycling Report,  July 	   1996.


24 Department of Conservation, Division of Recycling


25 "Commingled" glass containers refer to non-CA refund value containers that are mixed with CA redemption value containers.


27 Chilton Co., Metals Publishing Group, Carol Stream, Ill.


28 Ted Kuster, Iron Age, Personal  Communication, September 1996.
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