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T he status of beverage container recov-
ery inthe U.S. gained significant atten-
tion with the multi-stakehol der report, A Val-
ue Chain Assessment prepared for the
Multi-Stakeholder Recovery Project (MSRP),
released in January 2002 (see “ Understand-
ing Beverage Container Recycling” in the
February 2002 issue of Resource Recycling).

State governments, environmentalists,
industry officials and media are looking to
the report for answers on what the * best”
recovery system looks like. But, the report
did not recommend a particular model, nor
did it address cogtsrelated to the various ake-
holders. Canada, on the other hand, may have
some answers.

An overview

Nearly every Canadian province has under-
taken significant efforts to develop compre-
hensive container recovery programsover the

- Industry managed deposit return
- Provincial government or nonprofit managed deposit
|:| Curbside collection — municipality managed

past 10 years — with high-scoring results.
Every province hasavoluntary deposit return
program for cans and refillable beer contain-
ers, six have bottle bills covering al bever-
ages except milk, and two provinces have pro-
gramsfor soft drinks.

Severd programsare managed entirely by
the beverage industry through a nonprofit
agency representing the industry. Other
provincial programs are managed by inde-
pendent nonprofit agencies or self-funded
provincia crown agencies specifically creat-
ed to oversee provincial stewardship pro-
grams. In each case, management and
accounting for container salesand returns by
container type, versus container brand, are
done centrally.

The domestic beer industry managesits

A variety of provincial deposit programs
receive good marks for high recovery,

by Clarissa Morawski

own deposit return system countrywide and
recovers about 96 percent of its almost four
billion refillable bottles and 86 percent of its
onehillion beer cans.

Only Ontario (Canada'slargest province)
and Manitoba have chosen to have munici-
palities collect containers through curbside
programswith other materid. Ontario’scurb-
side collection program is considered one of
the most effective systems of itskind, using
innovative collection and processing tech-
nologiesand serving most of the population.

High recovery

Deposit return modelsare numerous, and pro-
gram elementsvary, such asthereturn infra:
structure: depot and/or return to retail; who
keeps the unredeemed deposits; deposit lev-
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els; and handling fees. Each program has
achieved high recovery rates, generally over
75 percent. Consistent with data from the
MSRP study, findingsin Canada show that
containers acquired viamunicipa curbside
collection have significantly lower recovery
rates. Thisisdue, inlarge part, to no eco-
nomic incentive to recycle and because recy-
cling receptacles do not exist for containers
consumed away from home, which represent
an ever-growing portion of the beverage
stream (see Figure 1).

The costs

Assessing the costs of Canadian programsis
fairly smple, since each managing agency
(with the exception of Quebec and New
Brunswick, whose dataare proprietary) pub-
lishesincome statements outlining al expens-
esand revenues collected. System costscan
be derived for five Canadian programs. The
costs are calculated with and without unre-
deemed deposits as arevenue source, irre-
spective of whether they actually areused to
help offset system costs (see Table 1).

The primary cogt driversfor Canadian pro-
gramsare handling fees (for depots) and trans-
portation. Of thefive programsreviewed, the
net cogts (without unredeemed deposits) range
fromalow of 2.2 cents per unit soldin Alber-
taand Nova Scotiato 3.9 centsin Saskat-
chewan. (Monetary figureshere and through-
out this article represent Canadian currency.)
If unredeemed deposits are applied asarev-
enue stream, the net costs drop dramatically,
for asmall surplusin Newfoundland of 1.1
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centsper container sold, to acost of 2.2 cents
in Saskatchewan.

Further review shows that increased
deposit levelsor low recovery rateswill gen-
erate higher unredeemed deposits. For exam-
ple, Nova Scotia (population 943,000), with
deposit levelsof 10 and 20 centsand arecov-
ery rate of 84 percent, generated unredeemed
deposits worth $6.4 million in fiscal year
2000-2001. Similarly, in Newfoundland (pop-

ulation 530,000), where the recovery ratewas
an extremely low 47 percent (due to low
refund levels), $6.5 millionwasgeneratedin
unredeemed depositsin fisca year 1999-2000.

Who pays what?

An dlternative and more transparent analysis
of cost looks at what various stakeholders pay
for the system (see Table 2). This“who pays
what” approach provides public policy mak-

Stakeholder costs defined

Beverage industry. Direct system-relat-
ed cost per unit sold or surplus per unit sold
to the beverage industry, including brandown-
ers or distributors.

Provincial/state government. Direct sys-
tem-related costs incurred by the provin-
cial/state governments and taxpayers.

Municipal government. Direct system-
related costs incurred by municipal author-
ities and taxpayers. Note: Container dispos-
al costs are always a cost to municipalities
and taxpayers; these costs are not identified.

Recycling consumer. Direct system cost
per unit purchased to the beverage consumer
that returns containers. These costs can be
part of an upfront nonrefundable eco-fee,
container recycling fee or the half-back por-
tion of the refund.

Wasting consumer. Additional system
cost per unit purchased to beverage con-
sumers that choose not to return the con-

tainer. These costs are generally quite high
because they are equal to the value of the
deposit. Although these costs vary from con-
tainer to container depending on the level of
the deposit, the cost per unit shown is an
average.

Non-system-related costs. Several pro-
grams in Canada use environment handling
charges, container recycling fees or half-
back schemes that may generate addition-
al revenue. Although this revenue is gen-
erated from the beverage consumer, it does
not necessarily mean that it is being used
to offset the costs associated with operat-
ing the program that year. Excess revenues
may be used to build up a reserve fund for
operating deficits in other years, fund oth-
er environmental initiatives, or fund nonen-
vironmental initiatives. These consumer
costs, therefore, are referred to as “non-
system-related costs.”



ers with a comprehensive overview of who
bears the costs (or surpluses) and the ability
to assessthe overall equity of the system.

In Canada, the andysis showsthat the bulk
of program costs are incurred by the “wast-
ing consumer,” who has chosen to incur the
cost asaresult of not redeeming the contain-
er. Theaverage cost to the wasting consumer
varies depending on the vaue of the forfeit-
ed deposit. The same analysis showsthat the
“recycling consumer” — one who redeems
the container — usually incurs no cost to sup-
port the system. Industry, too, incursaslittle
asno cost to 0.5 cents and 0.6 cents per unit
sold in Quebec and Alberta, respectively.

Table 1 recovery programs (1)
British
Columbia  Alberta
Without unredeemed
deposits 2.7 2.2
With unredeemed
deposits 0.8 0.6

System costs for Canadian beverage container

Cost per unit sold (2) |

Nova
Saskatchewan Scotia Newfoundland
3.9 2.2 2.5
2.2 -0.3 -1.1

(1) Data for last reported year, 2000/2001; Newfoundland data for 1999/2000.

(2) In Canadian cents.
Source: CM Consulting, 2002.

Tahle 2 stakeholder costs for beverage container recovery in Canada (1)

British Columbia Alberta Saskatchewan Manitoba Ontario Quebec Nova Scotia Newfoundland
per unit sold per unit sold per unit sold per unit sold — per unit sold per unit sold per unit sold
Beverage industry -0.6 (2) 0.6 = = = 0.5(3) = -0.17 (2)
Provincial government = = = = $5 million = = =
Municipal government = = = 20% of the 100% of = = =
net costs of the net
recycling  costs, minus $5
million for liquor
bottle recycling
Recycling consumer 0.76 — 3.9 2 — — — —
Wasting consumer 7.2 0.6 19 = = 5.1 15 6.7
Non-system-related
consumer cost 0.6 = 3.8 Not available (4) = = 3.8 29

(1) In Canadian cents. Data for last reported year, 2000/2001; Newfoundland data for 1999/2000.

(2) Indicates a surplus.

(3) In Quebec, the soft drink industry pays half a penny to its program operator, Boisson Gasseuse Environment, on each container sold. This does not
include revenues associated with material sales or costs incurred from transport, storage and processing. Depending on material revenues, the soft drink
industry’s total cost may be higher or lower than the 0.5 cent per unit. These additional cost and revenue data were not available for this analysis.

(4) In Manitoba, part of the revenue generated from the two-cent levy on beverage containers subsidizes recovery of other materials in the municipal waste
stream. The portion of the revenue dedicated to beverage container recovery is unavailable.

Source: CM Consulting, 2002.

The most controversial costs are those
charged to consumers but not used to offset
operational program costs. Sometimes
referred to asa“thirst tax,” these programs
have been designed to generate revenues for
non-system-related costs. For example, bev-
erage container sales in Saskatchewan carry
an “environmental handling charge” from
three to seven cents per container. About two-
thirds of the revenue generated is used for oth-
er environmental or nonenvironmental ini-
tiativesinthe province. Similarly, theAtlantic
Provinces redeem only half the deposit (called
“half-back” programs). In Nova Scotia, a
large part of the half-back revenueisused to
help municipalities fund curbside collection
programsfor other recyclables, initiate mar-
ket development, and fund public education
and awareness campaigns.

In British Columbia, the beverage indus-
try, through its nonprofit operating agency,
decided to offset its system costs by charging
consumersa“container recycling fee” at the

point of purchase. Thisfeewascalculated to
reflect the net system cost after unredeemed
deposits and material revenue of managing
that container. These fees ranged from one
cent for aluminum cans to seven cents for
large glassbottles. Dueto circumstancesthat
cannot beforecasted, such ascommodity rev-
enue swings, the operating agency collected
about twice the amount required to offset the
system cogts. Now, these fees have been low-
ered and the surplusfundswill be used to pay
for thisyear’sforecasted system deficit.
While some may debate the merits and
fairness of using the beverage consumer to
subsidize non-beverage-rel ated environmen-
tal initiatives, onething isundebatable— the
public and consumers alike approve of the
deposit return systems. A 1998 study by
Angus Reid, titled The Deposit Programin
British Columbia: Attitudes and Behavior,
reaffirms this support. It reads, “ Thereisa
highlevel of support for the deposit program
across the province of B.C. Almost al (96

percent) of British Columbians think the
deposit program isagood idea. The main
reason for their support of the programisthat
the program gives people an incentive to recy-
cle. Theinconvenience of returning contain-
ersfor the deposit appearsto be only aminor
concern.”

The Canadian experience has shown that
many different waysexist to expand adeposit
return program, achieve high recovery, keep
system costsrelatively low and maintain sup-
port from both the public and consumers. RR

The author’sfull report discussing beverage con-
tainer recovery can be downloaded from the
Resource Recycling Web site at www.resource-
recycling.com.
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