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BACKGROUND

Under contract to the California Integrated Waste Management Board, Boisson & Associates conducted two workshops to document California local government perspectives on the National Electronics Product Stewardship Initiative (NEPSI) and related issues. Held in Long Beach on May 29, 2002 and Oakland on May 30, 2002, the workshops attracted 138 participants, including:

· 98 local government representatives;

· 14 recycling company representatives;

· 10 State or federal government agency representatives;

· 7 consultants;

· 7 non-profit organization representatives; and

· 2 product manufacturing representatives.

Additional information on the workshops, NEPSI and product stewardship in general is available at http://www.ciwmb.ca.gov/Electronics/Stewardship/PSSP/.  Following are the key themes expressed by local government representatives during the two workshops. (This summary does not attempt to document the full range of stakeholder views.)

CALIFORNIA’S NEEDS ARE UNIQUE AND URGENT

California local governments have been hit with an unexpected, additional unfunded mandate – to immediately implement new recycling programs for all discarded CRTs. 

California’s situation is more urgent than other states because the Department of Toxic Substances Control (DTSC) 2001 policy clarification effectively banned CRTs from landfills and required local governments to immediately begin recycling programs. The California situation is also unique because the ban applies to all generators, including households and small businesses.

Local governments face considerable challenges in building a viable electronics recycling infrastructure.

Local electronics recycling programs are in the very early stages of development. There are few data on program performance, and there is much uncertainty over how programs should most efficiently evolve. Some of the many challenges include: The fact that local governments have no control over how products are designed or on recycling markets; A lack of clear guidelines on best management practices; Little information on processors and markets; The need to educate generators about regulations and recycling options; Concern over ensuring environmentally sound management; High potential for illegal dumping spurred by rapidly increasing disposal fees; Uncertainty over future regulations and market trends; Decreasing willingness and ability of charities and reuse businesses to handle products; Unpredictable quantities likely to be collected (especially related to stockpiled “orphan” products); and the difficulty of expanding existing funding mechanisms to cover this new requirement.

LOCAL GOVERNMENT COSTS ARE INCREASING

Several factors are driving costs up.

The volume of recycled products will increase as the public becomes aware of the issue and as programs expand.  DTSC is conducting tests and may designate additional electronics products as hazardous. A lack of domestic processing capacity, especially in the West, keeps processing and transportation costs high. Concern over export markets will drive costs up, either by eliminating the export option altogether or by causing new costs to scrutinize processors. Transportation costs will remain significant, especially for California’s remote and rural areas.  Charities and reuse businesses are less interested in accepting products for potential reuse due to cost and regulatory concerns.  Increasing user charges at recycling/disposal facilities is leading to illegal dumping and associated clean up and enforcement costs.

There is considerable uncertainty over the likely cost impacts of some factors.
The electronics processing market is evolving rapidly and will likely enter a period of consolidation. Uncertainty over regulatory changes makes prices difficult to predict and complicates long-term contracting. The extent to which stockpiled products will enter programs and participation rates is difficult to predict. There is uncertainty over the possible impacts of new electronic products and new collection and processing technologies.  It is unclear whether increasing processor competition and program experience will reduce costs to any degree; they may make recycling easier, not less expensive due to other factors that are driving costs up.  

The true magnitude of the cost burden is difficult to project – basing estimates on surveys of newly emerging programs is likely to underestimate true costs. 

In addition to the cost uncertainties listed above, long-term program efficiencies are unknown and survey respondents often apportion costs inconsistently. Managers sometimes inaccurately report little or no costs because they are “piggy backing” electronics recycling services on existing programs. Hidden costs like load checking, cleaning illegal disposal, public education, planning and tracking programs must be included. Cost estimates must also acknowledge widely different programs and local situations. While some local governments report average CRT recycling costs in the range of $15-$25, others say the true cost could be closer to $60-$75. (These concerns will be addressed in a survey of local government costs being conducted by Boisson & Associates for the CIWMB, expected to be complete in July 2002.)

THE NEED FOR SHARED RESPONSIBILITY

Assigning full responsibility to producers is preferred, but baring that, local governments need significant financial and other support for their programs.

Many local government representatives support extended producer responsibility and call on industry to fully manage discarded electronics and other products.  Approximately 25 California local governments have adopted resolutions to that effect and some are considering ordinances to require producer responsibility if state or federal policies are not adopted. Short of full producer responsibility, there is apparently unanimous support for strong producer programs to fund and support local programs, for example though design for recycling/environment, national promotion, market development, processor certification and other information and assistance. 

Retailers need to play an active role in collection programs.

Many local government representatives emphasize the need for retailer collection services or, at a minimum, programs to educate consumers, collect front-end fees and otherwise assist local government efforts. Some point to California’s beverage container recycling program as a model, with its system of independent buy-back centers located at or near retail stores, supported by front-end funding mechanisms.

Local government representatives have a role in any shared responsibility system.

Even as many call for producer responsibility policies, local representatives acknowledge their role, including their responsibility to ensure public health and safety, to ensure appropriate management options are provided and oversight of permitting and environmental safeguards.   Many noted that citizens look to local government to ensure that appropriate recycling and disposal options exist.  One person said the goal is to shift from the role of janitor to an agent for upstream change in the product cycle.

THE NEED FOR A FRONT-END FUNDING SOURCE

Local governments have few options for increasing revenue to cover this new cost.

Because local government budgets have already been stretched for some time, raising new funds is difficult. Programs are increasingly charging participant fees and these fees are increasing. This has high potential to lead to illegal dumping, especially for televisions.  Fees vary widely in their basis (e.g., per unit, per lb., per car, per participant), amount ($0 - $25 per CRT has been reported) and in their structure (e.g., some allow a degree of recycling for free and charge for additional quantities).  
A stable, sustainable, long-term front-end funding source is needed to cover costs.

The funding mechanism should be a “front-end” fee not administered by local governments, thus placing the cost burden on the consumer and producer rather than the tax payer and local government, and the administrative burden on a state, federal or private-sector organization that oversees the system. 

The funding mechanism should reimburse local governments for the full costs of managing discarded electronics products.

Local governments must be reimbursed for the full costs of their programs, however they may evolve in any future shared responsibility system. The system should acknowledge the variability of local needs and locals must have flexibility in their types of programs. And the funding mechanism must be sufficient to cover the all costs, with no match requirement. Regardless of the products assessed a fee, funds should be able to be used for recycling all electronics products, including stockpiled and “orphan” products.  Locals shouldn’t be required to sort recycled products by brand.  Funds should flow directly to local governments (not via processors or other intermediaries).  The California used oil program and beverage container redemption act are two good models for funding local programs.

Funds should cover recycling for all residences and small businesses.

Funds should be available to cover all residences (including multi-family units), small businesses and certain institutions (e.g., schools). Large generators can handle materials themselves but rules should be considered to ensure they handle materials appropriately.

The “Base Service Level” approach being discussed within NEPSI seems acceptable in principle but must provide an adequate and realistic funding level.  

If local governments are to play a role in collecting electronics for recycling, there is strong support for a system providing a price per pound payment to cover costs for a defined “base service level.”  Most were comfortable with the concept of basing the price per pound on a drop-off program, with the understanding that each community would be free to develop programs to meet its own unique needs.  Ideally, the price should be set to cover the full cost of collection (consistent with the concerns raised above).  If absolutely necessary to compromise in order to secure significant assistance, some local government representatives acknowledged that they could accept a system whereby they are responsible for funding the operation of initial collection points, as long as all other costs were fully covered, including transportation to a central consolidation point if needed.  But, there was also strong concern voiced that, under such a two-tiered system, the public would view themselves as double-paying, and that explaining the difference between what the front-end fee covers and what local, back-end fees cover would be difficult or impossible.  

Local governments have concerns about the structure of a funding mechanism.

There is a concern that revenue from a CRT fee may decrease if they are replaced by a new technology, even while old CRTs continue to be recycled. Therefore, the funding source must be available for all electronics products.  Preferably it should be a “visible” fee to contribute to consumer education about proper disposal, to clearly disclose the fee and its use, and to encourage participation in a recycling program. Any reporting requirements must be kept very simple with no competitive process. Furthermore, although there was widespread agreement any system should encourage efficiency, some voiced concern that focusing exclusively on reducing costs might result in unsound processing practices.

The fee system should strongly encourage design for recycling and removal of hazardous components.

This theme was repeatedly and strongly voiced.  While many expressed strong support for a variable fee that differentiates the recyclability and harzardous nature of a product, others felt this would be too complex and the system should in some way provide a simpler and stronger financial incentive for beneficial design practices.

CONCERNS OVER REGULATIONS

The California CRT ban was instituted too quickly – any future hazardous product designations should be tied to a funding source and implementation plan or, at least, implemented through a phased approach.

The CRT ban was unexpected and immediate, and it triggered a period of confusion among facility operators and vendors. Some existing electronics recycling programs were temporarily curtailed, even as all local governments evaluated their new mandate to properly dispose or recycle CRTs. Future designations should ideally be linked to a funding source and a plan for developing infrastructure. At a minimum, they should be phased to allow local governments and processors time to prepare and/or tied to minimum content or other requirements for producer support.

DTSC should re-evaluate the procedures and standards used to designate products as “hazardous.”

Some acknowledge a poor understanding of the process used to designate products hazardous, and some voiced skepticism that CRTs truly merit the designation. It may be time to re-evaluate California and national standards and testing procedures for such designations.  At a minimum, DTSC should better explain the science and approach used to justify designations.

Regulations should assist local governments to ensure that recycled electronics are handled in an environmentally sound manner.

Some feel DTSC should ban exports of hazardous products altogether. Another option raised is to require that materials be managed in North America or in OECD nations. At a minimum, there is strong support for DTSC processor certification or at least identifying qualified processors.  All stakeholders should accept a somewhat higher cost in order to ensure sound management practices and the objectives of any national system should include this, not solely adopting a least cost approach.  Materials flows should be tracked and documented through site visits and audits.  There is a need for additional domestic plastics processing capacity to reduce exports.

BOTTOM LINE – WHAT IS THE SOLUTION?

The CIWMB and DTSC should aggressively promote shared responsibility solutions and provide as much assistance as possible to local governments.

Needed support includes full funding, market development, identifying processors, market information, education and promotion, training, promoting design for recycling/environment and promoting retailer involvement in collection efforts. CIWMB should explicitly give AB 939 credit for electronics diversion programs.  DTSC’s time limit for storage should be extended as it increases costs for small programs that cannot generate sufficient quantities.  There is a need for information to clarify appropriate management practices. (CIWMB has contracted with Santa Clara County to develop best management practices.)

There is skepticism whether and when NEPSI can succeed, and somewhat more confidence that State legislation can provide relief sooner.

California local governments emphasize the need for assistance immediately, and many say they can’t wait for NEPSI and that it may not be relevant to the state’s needs for this reason. There is concern that retailers are not involved and may not support solutions, and that NEPSI stakeholders haven’t yet agreed to implement a front-end fee. The federal legislation required to implement a NEPSI fee system might take many years to implement and could reduce the chances of state legislation.  Without a strong enforcement mechanism, there is also concern over how long a voluntary system can be sustained. Some point to precedents like multi-stakeholder dialogs involving plastics and paint that did not produce results. And, there is skepticism that the concerns above about funding and shared responsibility may not be addressed. Further, there is concern that a national system may require a huge and costly bureaucracy to implement. Although there are also concerns about proposed California legislation, many local government representatives feel it offers better prospects for short-term relief.

There is a need for more local government representation as the NEPSI process proceeds.

NEPSI should add local government representatives or form an advisory committee to ensure adequate input and coordination with local programs.

Local governments are increasingly advocating for producer responsiblity and industry support for recycling programs.

About 25 California local governments have adopted resolutions calling for electronics industry producer responsibility, and at least one is considering an ordinance that would require EPR in the absence of state or federal programs.  Some call for regional efforts among multiple local governments. A few local representatives said consumer activism is probably needed to successfully promote EPR.  

Even if NEPSI cannot produce the most vital result – a stable funding source – it should at least provide some degree of support for local programs.

If nothing else, NEPSI can produce agreements to at least support local programs, for example, information on efficient programs, market development support, promoting design for recycling and reduced hazardous materials and consumer education. NEPSI can also begin to build the institutions required for long-term success, like an third-party organization to track statistics, provide support and potentially to ultimately fund operations and infrastructure development.  Such an organization could also help to broker future agreements and legislation.

Listening to Local Governments Workshops

Page 1
September 1, 2003


