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Waste 2017 Abstract Submission
Is it worth regulating the circular economy?


My presentation is relevant to the following topic area(s). 

  Circular economy	  Overseas experiences
  Collection (inc MUD’s, transient population areas)	  Problem/Hazardous waste (inc asbestos, clinical &
  Container Deposit Schemes 	medical, ocean plastics, paint, tyres etc)
  Economics (inc business cases, data gathering,	  Product Stewardship 
monitoring performance)	  Regional issues
  Education (inc community engagement)	  Recycling (inc CRC’s, collection)
  E-Waste		Regulations and levies
  Grants (outcomes and processes)	  Social enterprise
  Infrastructure (inc major waste grants, EfW, organics)	  State based issues (eg. Fit for the Future NSW)
  Innovative projects (case studies preferred)	  Technology 
  Landfill (inc operations, regulations)	  Tenders and contracts
  Litter and/or illegal dumping (inc litter initiatives)	  Other					    Organics (inc collection, processing)
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Presenter email address: mike@mraconsulting.com.au
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Biography 

Mike Ritchie is the Director of MRA Consulting group and has 25 years experience in environmental policy in waste, resource recovery and carbon.
Prior to MRA, he was National General Manager - Business Development and Marketing with SITA, General Manager of Services at WS NSW and State Manager of VISY. He has worked in local government as senior advisor to the Mayor of Brisbane and as a Director of Liverpool City Council. 
Mike was also National Vice President of WMAA, a sessional Commissioner of the NSW Land and Environment Court and a member of the Victorian Ministerial Advisory Council on waste governance.    

Abstract Summary 

[bookmark: _GoBack]The idea of waste as a resource has been around for decades. However it is struggling to get onto the mainstream agenda.

Nonetheless, we are starting to hear more and more about the circular economy, an approach that keeps recourses away from waste and brings them back into the productive economy. It rejects the status quo "take-make-dispose" linear economy in favour of cycling biological and technical materials and influencing product design, logistics and the entire value chain.

Mike Ritchie explores the higher-level market failure of the current system and discusses the necessity of the broader field of vision that governments and strategic actors have.


Abstract 

Putting materials out for recycling is well accepted; reincorporating those materials into the productive economy has languished. Designing products so that, at the end of their life, their materials can be reincorporated into new products is even less common. And costly. As an example, the impacts on the environment from plastics are substantial. About 95% of the value of plastic is lost to the economy after a single use, representing $80-120 billion lost annually.

The notion of a circular economy was perhaps most famously articulated by the "cradle to cradle" thinking of William McDonough and Michael Braungart. The idea has gained momentum with the work of the Ellen MacArthur Foundation, which along with the World Economic Forum (WEF) and McKinsey & Company developed "Project MainStream".

Project MainStream aims to deal with global material flows and look at "systemic stalemates that are too big or too complex for an individual business, city or government to overcome alone". It’s a big aim and one that needs the assistance of significant business players. Project MainStream is led by the chief executive officers of nine global companies: Averda, BT, Tarkett, Royal DSM, Ecolab, Indorama Ventures, Philips, SUEZ and Veolia.

Although expected to expand, project MainStream has initially concentrated on three distinct initiatives
1. Global eco-design rules for paper products that can then be translated into local regulation;
2. Incorporating circular economy into the Internet of Things as a powerful enabler of the circular economy; and
3. Transitioning plastic packaging into the circular economy.

A key solution to these challenges lies in developing robust end markets through a "concerted, global, systemic and collaborative initiative". In general terms, such a protocol would consider questions like how to design waste systems that are not fragmented at a local or regional level, but still achieve optimal scale and economics.

Market dynamics
But how will this shift come about? Our economy is still built around take-make-dispose, and economists will hesitate to describe such a situation as "market failure". Insofar as they consider the problem at all, they look at the decisions of each of the actors in the marketplace and consider these decisions to be rational. If cheaper than landfill, it is economically rational to extract resources through mining rather recover waste. Similarly, if landfill costs less than, then the decision to landfill reflects an efficient market at work. Just because you don't like the outcome, it doesn't mean that the market has failed.

The Australian Government's inquiry into Waste Generation and Resource Recovery (Productivity Commission, 2006) adopted this reasoning arguing that the market should be left to determine whether resources are sufficiently valuable to recover or not. Government intervention would interfere with market efficiency by creating price distortions.

Was the Productivity Commission wrong?
How, then, can the WEF (a forum of business leaders, politicians and economists) take the opposite view and support a circular economy for its economic benefits?

The WEF argues that although local rational market decisions make sense, in aggregate they can destroy the market. Garrett Hardin's famous Tragedy of the Commons article described how self-interested individuals are able to make self-interested, rational decisions that lead to their own profit at the expense of the collective. In the absence of regulation, the end-point is the collapse of the market. Hardin used this theory to describe North Sea’s devastating cod over-fishing, while the theory has been used to describe the logic of pollution in general.

A blind faith in unconstrained, unregulated markets is a very limited view. It is not a true picture. The true picture requires a broader field of vision, a vision that only governments (regulators) and strategic actors (e.g. WEF) have, or are empowered with.
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