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ECONOMIC AND FINANCIAL IMPACT ANALYSIS OVERVIEW
Rigid Plastic Packaging Containers
Amendment of Regulations
I. Introduction

This overview provides additional data or clarification of the information shown on the Standard Form 399 (Std. Form 399).  A more detailed discussion of the cost impacts, analyses and methodology is presented in the attached Detailed Economic and Financial Impact Analysis of Amendments to the Rigid Plastic Packaging Container Regulations.  Note:  To assist the reader of this overview, a reference to the page containing any discussion and/or table references within the Detailed Economic and Financial Impact Analysis of Amendments to the Rigid Plastic Packaging Container Regulations is provided within parenthesis following the title of each section below.

Note: The Rigid Plastic Packaging Container Law, Public Resources Code Section 42300, et seq., requires all manufacturers (also referred to as product manufacturers) that sell products in a Rigid Plastic Packaging Container (RPPC) within California to ensure their containers meet one of seven (7) container compliance options.  A RPPC is defined as a relatively inflexible plastic container that holds between eight (8) fluid ounces or an equivalent and five (5) gallons and is capable of retaining its shape while holding a product.
While the law is called the RPPC law, the statutory language for RPPCs only impacts product manufacturers; container manufacturers are outside of the law’s authority.  Therefore, this study only looks at the cost impacts on product manufacturers.  The technical cost analysis does take into account the impact of individual container costs as they relate to the regulated products impacted by the amendments.
II. Summary of Proposed Amended Regulations (Page 3-4)
(For convenience of the reader, this summary section is repeated from the detailed analysis)

The proposed amendments to the RPPC regulations revise the definition of a RPPC, and alter the methods by which manufacturers can meet the various compliance options.  The amended regulations impact about seventeen percent (17%) of all regulated RPPCs used in California.  Fourteen percent (14%) of all regulated RPPCs would increase in costs and three percent (3%) would decrease in costs.  
· No Exclusion from the Definition of RPPC for Buckets, Tubs, Pails, Clamshells, etc.:
The RPPC statute does not specify that RPPCs be capable of multiple reclosure or that they be made entirely of plastic.  The current regulations state that a RPPC must be capable of multiple reclosure and be made entirely of plastic except for labels and printing on the container.  This means that a heat-sealed clamshell is not a RPPC, whereas the virtually identical clamshell that can be reclosed is a RPPC.  Similarly, a bucket/pail/tub/etc. with a plastic handle is a RPPC and the bucket/pail/tub/etc. with an attached metal handle is not a RPPC.  The revised definition of a RPPC will require product manufacturers to account for all clamshells and metal-handled buckets/pails/tubs/etc. by one of the compliance options, unless the product meets one of the exemption criteria.  The Department estimates that the revised definition of a RPPC will increase the number of regulated RPPCs by approximately 357.2 million containers.  These containers include approximately 21.6 million buckets, tubs, and pails and the remaining 335.6 million are clamshells.
· Post-Industrial Material Can no Longer be Substituted  for Postconsumer Material in Compliance Calculations:  
The use of post-industrial material as a substitute for postconsumer material in meeting the postconsumer material compliance option would be prohibited.  Post-industrial material is waste or extra material from the original manufacturing or fabrication of the containers.  This amendment would affect an estimated 118.3 million containers.
· Resin Switching will no Longer be Allowed to Achieve  Compliance Through Source Reduction: 
Product manufacturers could not switch from a heavier plastic resin type to a lighter weight plastic resin type to achieve compliance through the source reduction option.  An estimated 78.9 million containers would be affected by this change.

· Product Manufacturers can Achieve Compliance Through use of California  Postconsumer Material in Other Products: 
Product manufacturers would be provided a means to offset non-compliant RPPCs by using California-based postconsumer material in other products or containers.  This amendment is expected to allow product manufacturers to achieve compliance for the equivalent of 118.3 million containers.
· Retention of Records:
Clarification is provided regarding the time product manufactures must retain certain records.

Additional background information concerning proposed RPPC regulation changes can be found at: www.calrecycle.ca.gov/Laws/Rulemaking/RPPC/default.htm.
III. Economic Impact Statement Standard Form 399 (Std. Form 399) Review  
Due to the nature of the amendments being proposed, and to assist the reader, the following overview has been prepared.  The overview follows the order of each section on the Standard Form 399 (Std. Form 399) and provides a brief explanation of the responses provided on the form.  
The cost analysis provides estimates of the economic and financial impacts on California manufacturers of products contained within a RPPC that will result from the proposed amendments to the RPPC regulations.  These estimates were also used to provide cost estimates for California businesses and individuals (residents), who collectively are referred to as “users” throughout this study, and who consume products packaged in RPPCs. 
Estimated Private Sector Cost Impacts (Std. Form 399 Section A)
A 1.  Impacted Group(s) (Page 4-9, Table 2-3)
The amended regulations impose a cost impact on businesses, small businesses, and individuals (residents).  Specifically the proposed amendments impact product manufacturers.  There is also a cost impact on all RPPC users (businesses and individuals who consume products packaged in RPPCs) in California.  The analysis of the impacts is based on the waste characterization studies conducted by the Department which estimate that nearly 37 percent (37%) of all regulated RPPCs are consumed by businesses and 63 percent (63%) are consumed by individuals.
A 2.  Number of Businesses Impacted (Page 8-10 and 14, Table 4)
The Department estimates that the total number of product manufacturers (in California and elsewhere) impacted by the proposed amendments is 256 product manufacturers.  
The product manufacturers are primarily from the Paint, Coating, and Adhesive Manufacturers (North American Industrial Classification System (NAICS) 3255).  Other sectors that are impacted include: Computer and Electronic Product Manufacturing (334); Motor Vehicle Parts Manufacturing (3363); Petroleum Lubricating Oil and Grease Manufacturing (324191); Soap, Cleaning Compound, and Toilet Preparation Manufacturing (3256); Cutlery and Handtool Manufacturing (3322); Machine Shops, Turned Product, and Screw, Nut, and Bolt Manufacturing (3327); and Other Miscellaneous Manufacturing (3399) which includes toys, games and office supplies.

Small Business Impact (Page 29-30, Table 17)
The definition of a small business (California Government Code (GC) section 11342.610) is that the business is independently owned and operated, not dominant in its area of operation and, if a retailer makes less than $2 million in annual gross sales.  
Using the GC definition and data from more than 1,000 RPPC certifications from 1996 to 2005 it is estimated that the number of small businesses impacted by the proposed amendments is seven percent (7%).  
A 3.  Businesses Created or Eliminated 
The analysis conducted for this economic impact statement identified minimal cost impacts that would not affect either the creation or elimination of businesses within California as it is related to Rigid Plastic Packaging Containers (RPPC).

A 4.  Geographic Impact (Page 1)
The geographic impacts of the proposed amendments are statewide.

A 5.   Jobs Created or Eliminated
The analysis conducted for this economic impact statement identified minimal cost impacts that would not affect California’s job market by either creating or eliminating jobs as it is related to Rigid Plastic Packaging Containers (RPPC).
A 6.  Ability of California Businesses to Compete with Other States 

The analysis conducted for this economic impact statement did not identify any impacts affecting the ability of California businesses to compete with other states by making it more costly to produce goods or services within California.  The proposed regulations are intended to create a level planning.  Product manufacturers outside of California which sell product into California will also have to comply with the regulations.
B Estimated Costs (Std. Form 399 Section B)
B 1. Estimated Total Statewide Dollar Costs (Page 19-33, Tables 7-19) 
It has been estimated that the amended regulations will impose a total cost of $3,491,000 per year on all product manufacturers and users that consume RPPCs in California for the next five years.  The five year total cost is estimated to be $17,455,000
The total statewide costs were developed by determining the increased costs for all impacted RPPCs.  The calculated total of all product manufacturers’ costs were then apportioned between California-based businesses and non-California businesses with 25 percent (25%) of the cost being assigned to California-based businesses.  The percent cost was determined based on the RPPC certification data available from the 1996 to 2005 cycles.  This data indicates that about 25 percent (25%) of all product manufacturers selling RPPCs in California are located within California. 

The second step was to calculate the increased costs to the users of products contained in RPPCs.  This process required applying “mark-up” factors to the product manufacturer costs in step 1. The factors, when applied to the cost of production of the RPPCs impacted by amendment number 1  result in a statewide cost for RPPC users that is slightly more than double the production cost of those containers.  The mark-up rates were developed based on discussions with container and product manufacturers that responded to the 2008 manufacturer survey conducted by the Department in addition to US Bureau of the Census data, and internet searches.
The cost impacts were measured over a five-year period.  The majority of the product and container manufacturers that responded to the Department's 2008 RPPC survey indicated that the proposed amendments to the regulations would not require any capital expenditures or new equipment to comply with the new requirements.    Based on this the Department determined  that the equipment most likely to be purchased would be jigs, dies and molds (class #30.21) which has an asset life of three and a half (3½) years. 

Table 1 provides estimated annual and five-year cost impacts due to the amended regulations for small and typical business, and for an individual impacted 

Table 1
Estimated Annual and Five-Year Program Costs 
for California Product Manufacturers and Individuals
	
	Total Statewide Cost 
	Total Cost for a Typical Product Manufacturer
	Total Cost for a Small Product Manufacturer
	Total Cost for An Individual 



	Total Annual Cost Impact of All Regulation Amendments
	$3,491,000
	$1,749
	$196
	$0.09

	Total Five Year Cost of All Regulation Amendments
	$17,455,000
	$8,745
	$980
	$0.45


B 1a. Cost Impact on (California-Based) Small (Product) Manufacturers (29-30, Table 17)
The definition of a small business (GC section 11342.610) is that the business is independently owned and operated, not dominant in its area of operation and, if a retailer makes less than $2 million in annual gross sales.  
Using the GC definition and data from more than 1,000 RPPC certifications from the 1996 to 2005, it is estimated that the number of small businesses impacted by the proposed amendments is seven percent (7%).  
The amended regulations do not require small product manufacturers to acquire new equipment or processes.  Because of this there are no initial compliance costs.  

The regulations do impose an annual on-going cost to achieve compliance.  The cost impact for a small business was estimated based on the certification data submitted to the Department for the 1996 to 2005 RPPC certifications by four businesses in three representative industry segments.  The four businesses reported selling from 15,000 to nearly 1.4 million containers per year.  The cost analysis assumes that all of the containers had been originally manufactured without any postconsumer material.  
Table 2 provides the summary of data reported to the Department by the four businesses in the three representative industry segments impacted by the proposed amendments.  

Table 2

Estimated Annual Cost Impact on California-Based Small Product Manufacturers

	Manufacturer’s Products/Industry Sector
	Number of Containers
	RPPC Compliance Cost($/Year)
	Annual Gross Sales($/Year)
	Compliance Cost As Percent of Annual Sales

	Company #1:      Petroleum Lubricating Oil and Grease 
	1,366,000
	$ 714
	$ 3,400,000
	0.02

	Company #2:           Paints, Coatings and Adhesives
	46,000
	$ 5
	$ 7,900,000
	>0.0001

	Company #3:             Soap, Cleaning Compound, and Toilet Preparation
	16,000
	$ 57
	$ 900,000
	0.01

	Company #4:           Paints, Coatings and Adhesives
	20,000
	$ 6
	NA
	NA

	Annual Averages
	362,000
	$ 196
	NA
	NA

	Five-Year Total
	1,810,000
	$980
	NA
	NA


B 1b. Typical California-Based Product Manufacturer (page 31-32, Table 18)
The cost impact for a typical product manufacturer was estimated from product manufacturer certification data for four businesses in different industry segments.  The four manufacturers sell from more than 870,000 to 6 million containers per year.
The amended regulations do not require typical businesses to acquire new equipment or processes.  Because of this there are no initial compliance costs.  

The regulations do impose an annual on-going cost to achieve compliance.  The cost impact for a typical product manufacturer was estimated based on the certification data submitted to the Department for the 1996 to 2005 RPPC certifications by four product manufacturers in three representative industry segments.  The four product manufacturers reported selling from 870,000 to nearly 6 million containers per year.  The cost analysis assumes that all of the containers had been originally manufactured without any postconsumer material.  
Table 3 provides the summary of data reported to the Department by the four (4) product manufacturers in the three (3) representative industry segments impacted by the proposed amendments.  

Table 3
Cost Impact on a Typical California-Based Businesses
	Manufacturer’s Products/Industry Sector
	Number of Containers
	RPPC Compliance Cost ($/Year)
	Annual Gross Sales
($/Year)
	Compliance Cost As Percent of Annual Sales

	Company #1:                 Paints, Coatings and Adhesives
	1,798,000
	$1,565
	NA
	NA

	Company #2:                Soap, Cleaning Compound, and Toilet Preparation
	1,134,000
	$484
	$ 3,700,000,000
	>0.0001

	Company #3:                Soap, Cleaning Compound, and Toilet Preparation
	6,000,000
	$1,830
	$ 900,000
	0.01

	Company #4:              Paints, Coatings and Adhesives
	872,000
	$3,115
	NA
	NA

	Averages
	2,451,000
	$1,749
	NA
	NA

	Five-Year Total
	12,295,000
	$8,745
	NA
	NA


B 1c. Cost Impact for Individual (Residents) RPPC Users (Page 32-33, Table 19)
The cost impact for an individual was calculated by dividing the total statewide annual costs of $3.49 million by the California Department of Finance’s January 1, 2009 population estimate of 38.3 million residents.  This results in an average impact of about 9 cents ($0.09) per individual per year.
B 1d. Other Economic Costs 
The analysis conducted for this economic impact statement did not identify any other economic costs that may occur.  

B 2.  Share of Total Costs for Impacted Industry Groups (Page 8-9, 14-15, Table 4 & 5)
The amended regulations impact a large number of industry groups.  The paint, coating, and adhesive manufacturers are the industry segments which are expected to see the largest number of containers impacted and experience the largest cost impacts.  It is estimated that this industry segment will share 33 percent (33%) of the total costs to implement the proposed amendments.  

Soap, cleaning compound, and toilet preparation manufacturing is the second largest group impacted with a 21 percent (21%) share.  Next are the collective group of computer and electronic product manufacturing; machine shops, turned product, and screw, nut, and bolt manufacturing; cutlery and handtool manufacturing; motor vehicle parts manufacturing; and other miscellaneous manufacturing that use clamshell packaging.  This group is estimated to have a 32 percent (32%) of total costs. Finally, all others industry groups comprise a share of 14 percent (14%).
B 3.  Do the regulations impose reporting requirements, if so what are the annual costs for a typical business. (Page 28-29, Table 16)
The amendments do not impose any new reporting requirements.  However, the Department estimates that a typical impacted product manufacturer that did not need to comply with the RPPC program under the current regulations, could spend $100 per year to satisfy the existing requirement to maintain certain records.  This estimate is based on an average bookkeeper needing 4 hours at a wage of $25 per hours to maintain and update the records. 

B 4.  Will the regulation directly impact housing costs?
The amendments will not impact housing costs.
B 5.  Are there comparable Federal Regulations (Page 2)
Containers that are subject to current federal laws and regulations are exempt from the RPPC regulations.

C.  Estimated Benefits (Std. Form 399, Section C)
C 1.  Briefly summarize the benefits (Page 36, Table 22)
The benefits that may result from the regulations include: increased recycling of plastic containers and materials, a reduction in the total number of plastic containers being disposed, a reduction in total greenhouse gas emissions, and finally a reduction in total litter throughout California.  
C 2.  The benefits the result of specific Statutory requirements 
Public Resources Code section 41780 requires California cities and counties to reduce the disposal of solid waste and increase recycling.  Public Resources Code section 42300- 42340 require manufacturers of RPPCs to use more postconsumer material in the containers and or reduce the weight of plastic materials used in a container used to package a product.

C 3.  What are the total statewide benefits from the regulation over the lifetime (Page 36, 
Table 22)
Table 4 is a summary of the Department estimates of benefits related to the regulations.  Included in the benefits is a 9,700 tons per year of additional postconsumer material diverted from California landfills.  This provides a savings to California individuals of nearly $2,500,000, in five years, in reduced disposal costs.  

Another benefit is the reduction in greenhouse gases.  Based on US EPA’s factors the amended regulations would reduce greenhouse emissions by about 4,350 tons of carbon equivalents.  This is equal to removing about 5,000 automobiles from California highways each year.  Because of the wide range of per ton prices/costs for carbon equivalents, this analysis does not calculate an economic value for greenhouse gas reductions. 

Other benefits include a reduction in the amount of litter in California.  Since local governments and businesses are not required to report the costs for litter reduction; and only a portion of litter is RPPCs; this analysis does not provide a monetary value for this benefit.

Table 4
Summary of Estimated Statewide Benefits and Costs from Amended Regulations
	
	Benefits
	Costs

	
	Number of Containers

(Millions)
	Reduced Disposal ($/Year)
	Greenhouse Gas Reduction: Carbon Equivalents (Tons)
	Reduced Litter Clean-up
	Total Annual Costs ($/Year)
	Total 5-Year Costs

	All Amended Regulations
	672.7
	$486,000
	4,350
	N/A
	$3,491,000
	$17,455,000

	Alternative 1:  No Post-Industrial Material Ban
	554.4
	$399,0000
	3,575
	N/A
	$2,006,000
	$10,030,000

	Alternative 2:  Resin Switching Permitted
	593.8
	463,000
	4,150
	N/A
	$2,752,000
	$13,760,000


D.  Consideration of Alternatives to the Amended Regulations (Std. Form 399, Section D)
D 1 & 2 What are the alternatives considered and the total statewide costs and benefits of the regulations? (Page 33-34, Table 20-21)
Two alternative approaches were examined in lieu of implementing the proposed amended regulations.  Table 4 is a summary of the Department’s estimates of costs and benefits related to the regulations.  
The first alternative was to allow product manufacturers to switch resin types in containers as a method of source reduction.  This alternative would impose a total annual statewide cost of $2.01 million on all users of RPPCs and a $259,000 per year cost on California-based product manufacturers.
The second alternative was to continue allowing post-industrial material to be substituted for postconsumer material.  This alternative would impose a total annual statewide cost of $2.75 million on all users of RPPCs and a $346,000 per year cost on California-based manufacturers.
Finally, there is an unquantifiable reduction in the volume of litter and the associated litter control aspects for plastic containers throughout California.

D 3.  Quantification issues that are relevant to a comparison of estimated costs and benefits for the regulation or alternatives. (Page 12-14, 33-36, Table 20-22)
The Department identified quantification issues related to the economic values of greenhouse gas emission reductions and litter control and abatement.  Both of these issues have undeterminable monetary values.
D 4.  Consideration of Performance Standards
The statue is a performance standard and provides a level of flexibility to the regulated community.  
E. Major Regulations
The Department is exempted from this requirement

IV. Fiscal Impact Statement Standard Form 399 (Std. Form 399) Review  
A. Fiscal Effects on Local Government 
No fiscal impact exists because the regulations do not affect any local entity or program.
B.  Fiscal Effects on State Government

It is estimated that the Department will have an additional expenditure of approximately $1000 within the current State Fiscal year.  It is anticipated that the Department will be able to absorb these additional costs within the existing budget and resources.

C.  Fiscal Effects on Federal Funding of state programs

No fiscal impact exists because the regulations do not affect any federally funded State agency or program.
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