N1 BERLIN

Climate Friendly Material Platform Recycling Workshop

Realizing the value of recycling -

assessing the elements of a policy

package

SUN Xi, Climate Policy Department
Berlin, 19.01.2024




An Economic Modeling of Actor Incentives
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and material inputs
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Market Failures

Refinery plant Choosing product recyclability
and material inputs
Envi I lities £ 2. Producers not compensated for
1. Environmental externalities from choosing higher product recyclability.

manufacturing and waste disposal.

WENGCERERETC] 4 Consumer Selecting final products

Recovering valuable material

_ _ 3. Waste treatment costs are external to the
Incineration plant consumption decisions of consumer.
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Material consumption under different single policy instruments
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without Fee Production Production & Standard Rate Rate (51%)
Intervention Incineration (14.4)
Total emission  ® total PET consumption @ recycled PET primary PET
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in Million €
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Surplus allocation among consumers, recyclers and the government
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Market Advanced Carbon Pricing Carbon Pricing Minimum Minimum Carbon Pricing Carbon Pricing Carbon Pricing Social Optimum
Equilibrium Disposal Fee  on Production on Production & Product Recycling Rate on Production + on Production & on Production &
without Incineration  Standard Rate (51%) ADF Incineration + Incineration +
Intervention (14.4) ADF ADF + Product
Standard
Total emission I Government revenue Producer surplus B Consumer surplus ~ =—=Social welfare (SCC = 100)
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Change in average unit material cost allocated to variations in recycling, primary

production and product recyclability
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Material consumption under different single policy instruments
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Total emission B Reduced consumption M Shifted waste incineration B Material substitution
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