RUNNING HEADER: ECONOMIC EFFECTS OF SINGLE USE PLASTIC 

RUNNING HEADER: ECONOMIC EFFECTS OF SINGLE USE PLASTIC







Economic Effects of Single Use Plastic 
Economics of Sustainability
(BMSP6007)
BA Business Management 
Eleri Jones 
1701278
Anthony Burns 
Assignment 2
Report 2500 Words
18/05/2020 


Table of Contents
Chapter 1 – Introduction	4
1.1	Definition	4
1.2 Production	4
Chapter 2 – Impacts of Single Use Plastics	5
2.1 Environment Impacts	5
2.2 Health and Social Impacts	5
2.3 Economic Impacts	5
Chapter 3 – Market Failure of Single Use Plastics	6
3.1 Market Failure	6
3.2 How Plastic Bags Became a Market Failure?	6
3.2 Cost and Benefit Analysis	7
Chapter 4 – Actions and Solutions	8
4.1 The New Plastic Economy Global Commitment	8
4.1.2 Aim	8
4.1.3 Vision	8
4.2 Progression	8
Chapter 5 - EU regulations	10
5.1 A European Strategy for Plastics in a Circular Economy	10
5.2 Vision for Europe’s New Plastic Economy	10
5.3 Progression	11
Chapter 6 - Conclusion	13
Chapter 7 - Reference	14





[bookmark: _Toc41323195]Chapter 1 – Introduction 
1.1 [bookmark: _Toc41323196]Definition 
Single-use plastics, commonly known as disposable plastics, mostly used for plastic packaging, and include items that are only intended to be used the once as they are then thrown away and recycled. Most common single used plastics are, grocery bags, food packaging, bottles, straws, containers, cups, cutlery and many more among them (Giacovelli, 2018).
[bookmark: _Toc41323197]1.2 Production
Production of plastic has been the most popular used material since the 1950s. A great deal of the plastic produced is designed for single use only. As a result, plastic packaging is accounted for around half of the plastic waste around the world.  Much of this plastic waste is generated in Asia, whilst the biggest producers of plastic packaging waste, per capital, comes from America, Japan and the European Union (Xanthos & Walker, 2017).
The world is unable to cope with the overwhelming plastic waste already produced. Only nine percent, out of the nine billion tonnes of plastic produced around the world has been recycled. Most of this plastic waste has ended up in landfills, dumps or in the environment. By 2050 there will be around 12 billion tonnes of plastic litter in landfills, dumps and the environment if the current consumption of plastic continues (Giacovelli, 2018).


[bookmark: _Toc41323198]Chapter 2 – Impacts of Single Use Plastics
[bookmark: _Toc41323199]2.1 Environment Impacts 
Most plastics are not biodegradable, they slowly break down into smaller fragments. The time taken for plastic bags and Styrofoam to decompose is still unclear. However, some suggest that it could take up to thousands of years, resulting in the contamination of soil and water, posing significant ingestion, chocking and entanglement hazards to wildlife on land and in the ocean (Giacovelli, 2018).
[bookmark: _Toc41323200]2.2 Health and Social Impacts 
Styrofoam items contain toxic chemicals such as styrene and benzene, which can cause future additional health problems. Several studies have shown that the toxins contained in these plastics can be transferred into our food and drinks, and the risk is even higher when these plastic containers are reheated with the food still in them (Giacovelli, 2018).
According to research findings, littering of plastic bags and Styrofoam containers can lead to perceiving ‘welfare losses’ associated for instance parks being visually destroyed as they are contaminated with litter. This indirectly increases the social cost of plastic pollution, as it cost to pay someone to clear the litter (Giacovelli, 2018).
Plastic waste and microplastics, ingested by fish or other marine life, can cause damage to human life, as these plastics enter our food chain. Microplastics have already been found in common table salt, and in both tap and bottled water. In recent years there has been an increase in research on the effects of microplastics, however the exact impacts on human life is unknown (Giacovelli, 2018).
[bookmark: _Toc41323201]2.3 Economic Impacts 
Plastic waste can be found all over the world. The economic damage caused by plastic waste is vast. In the Asia-Pacific region alone, plastic litter costs $1.3 billion per year for the tourism, fishing and shipping industry. Per year, Europe pay around 630 million in Euros to clean plastic waste from beaches and the costs. Studies suggest that the total economic damage to the world’s marine ecosystem caused by plastic amounts to at least $13 billion every year (Giacovelli, 2018). 

[bookmark: _Toc41323202]Chapter 3 – Market Failure of Single Use Plastics 
[bookmark: _Toc41323203]3.1 Market Failure
Market Failure is defined by Jim Chappelow (2020) as; 
“Market failure is the economic situation defined by an inefficient distribution of goods and services in the free market. In market failure, the individual incentives for rational behaviour do not lead to rational outcomes for the group” (Chappelow, 2020)

In other words, an individual will make the correct decision for him or herself but is proved to be the wrong decision for the group. 

[bookmark: _Toc41323204]3.2 How Plastic Bags Became a Market Failure?
Initially, plastic bags where introduced during the 1950s for packaging items such as loaves of bread. During the 1970, production of plastics was utilized and went mainstream, creating products such as carrier bags, replacing paper bags (Lange & Wyser, 2003). At the time, plastic bags were considered as an environment saviour as paper bag shortages was a concern. For years, demand raised as plastic bags offered consumers a “one and done” product usability (Al-Salem, Lettieri & Baeyens, 2009). For retailer’s plastic bags came at a marginal cost, preserving zero costs to the consumer of the product. However, this led to the Tragedy of the Commons (2016), as there was no market restrain on the production and consumption of plastic. The use of plastic bags spread globally. The negative externalities of plastic began to emerge as there was growing reports of littering, lack of biodegradability in landfills, ocean contamination and many more reports concerning environmental pollution. An intended good quick solution turned into a non-disposable consumer good (Phillips, 2011).

At first, attempts where made to create a market in property rights, in order to control the impacts of plastic bags on the environment such as recycling programs created by retailers, to encourage consumers to bring their bags back, some even offered an award, such as a deposit refund. However, consumers didn’t take to this new reform, as they just don’t recycle their plastic bags (Al-Maaded, Madi, Kahraman, Hodzic & Ozerkan, 2012). Without the market of plastic bag recycling, plastic bags became a common good that was over-exploited by the consumer and supplier without proper disposal. Plastic bags became a market failure (Phillips, 2011).
[bookmark: _Toc41323205]3.2 Cost and Benefit Analysis 
[image: ]

Figure 1 Cost and Benefit Analysis
Figure 1 demonstrates a cost – benefit analysis to determine the strength and weaknesses for choosing an approach or solution to and issue with the ideal outcome is to achieve the highest level of benefits.  Plastic was produced as a solution for paper bags (Eriksen, Lebreton, Carson, Thiel, Moore, Borerro & Reisser, 2014). However, plastic bags have caused an unexpected externality effect on third parties, such as the cost to clean plastic waste from the beaches and coast.  The graph would demonstrate that they external cost of plastic bags is greater than the level of benefits, therefore plastic bags is a market failure ("External Costs of Pollution from Plastic | Economics | tutor2u", 2020). 




[bookmark: _Toc41323206]Chapter 4 – Actions and Solutions 

[bookmark: _Toc41323207]4.1 The New Plastic Economy Global Commitment
The New Plastic Economy is led by the Ellen MacArthur Foundation. It is underpinned by the principles of the circular economy, to bring key stakeholders together, in order to restructure the creation and use of plastic, to create and build a plastic system that works (Saitta, 2019).
[bookmark: _Toc41323208]4.1.2 Aim 
The New Plastic Economy Global Commitment aim to unite businesses, governments and other organisations to work together to reach a common goal, which is to address the use of plastic waste on pollution ("About - New Plastics Economy (en-GB)", 2020).
[bookmark: _Toc41323209]4.1.3 Vision
Their vision is for a circular economy, which ensures that plastic never becomes waste. They intended to eliminate all problematic an unnecessary plastic items. Innovate to ensure that the plastics we do need are reusable, recyclable, or compostable. To circulate all the plastic items, we use to keep them in the economy and out the environment ("Global Commitment - New Plastics Economy (en-GB)", 2020). 
[bookmark: _Toc41323210]4.2 Progression 

1. Elimination of the most problematic or unnecessary plastic packaging is happening at scale, driven by business and governments. With brands, retailers and packaging producers are or have plans to use reusable, recyclable and compostable plastics in their operations. Most governments around the globe are also implementing legal an or fiscal measures to phase out similar items, such at straws, single use bags etc (Morlet & Anderson, 2019). 

2. Several major packaging goods companies, packaging producers and retailers are currently engaging in testing and piloting reuse business models across different markets and product types, with some already having a reuse model in place at a large scale. Governments are also attempting to accelerate the shift towards reuse, through the use of Extended Producer Responsibility Legislation and Public awareness Campaigns (Morlet & Anderson, 2019).

3. Several companies are using plastic packaging that is 100% reusable, recyclable, or compostable by design. The highest percentages are found with in companies that have large shares of rigid plastic packaging and particular PET bottles, in their portfolios (Morlet & Anderson, 2019).

4. Recycling companies have committed to quadruple the amount they process by 2025. Governments are also currently making substantial investments in infrastructure required to achieve this targeted increase and response to increase demand for post-consumer recycled content (Morlet & Anderson, 2019). 

5. Businesses around the world have made efforts to use plastic that is fully decoupled from the consumption of finite resources. With companies like Unilever (50%) and Mars, Incorporated (25%) to set 2025 targets to reduce their overall use of virgin plastic in packaging, with PepsiCo doing the same for its beverage business (20%) (Morlet & Anderson, 2019). 

6. Large scale businesses around the world, such as Danone, Nestlé and The Coca-Cola Company has gone beyond to make their packaging to be free of hazardous chemicals, and the health, safety, and rights of all people involved are respected (Morlet & Anderson, 2019). 


[bookmark: _Toc41323211]Chapter 5 - EU regulations
[bookmark: _Toc41323212]5.1 A European Strategy for Plastics in a Circular Economy 
The EU Commission has adopted and EU Action Plan for the circular economy, that focuses on the use and production of plastic (Stahel, 2016).  The EU is committed to ‘prepare a strategy addressing the challenges posed by plastics throughout the value chain and taking into account their entire life-cycle’. The Action Plan main goal is to ensure that all plastic packaging is recyclable by 2030 (Mrowiec, 2018).
[bookmark: _Toc41323213]5.2 Vision for Europe’s New Plastic Economy  
1. To produce plastics that are designed to be reused and recycled.  By 2030, the EU aim for its market to only contain plastic packaging that can be reused and recycled in a cost- effective manner (European Commission, 2018).

2. To change production and design of plastics to create an efficient recycling system. By 2030, the EU aim for more than half of plastic waste generated in Europe is recycled. There will be separate collections for plastic waste (European Commission, 2018).

3. To modernise and extended the capacity for EU plastics recycling. By 2030, the EU aim to create of 200 000 new jobs in recycling, spread all across Europe19 (European Commission, 2018).

4. To phase out poorly sorted waste plastic through, improved and separate collection of plastic waste. Investing in innovation, skills and capacity for upscaling recycling systems in order to feedback recycled plastics to industries, both at home and abroad (European Commission, 2018).

5. To integrate the chemical industry and plastic recyclers to work together in order to phase out the substance hampering in the recycling process (European Commission, 2018).

6. To increase demand for recycle plastic in Europe, providing a stable flow of revenues for the recycling sector and job security for its growing workforce (European Commission, 2018).

7. To reduce Europe’s dependence on imported fossil fuel and cut CO2 emissions, in line with commitments under the Paris Agreement. This will be done through the improved recycling system (European Commission, 2018).

8. To create innovated material and alternatives for plastics, that are more sustainable compared to the non-renewable alternatives (European Commission, 2018).

9. To improve Europe’s sorting and recycling equipment and technologies. Exports rise in lockstep with global demand for more sustainable ways of processing end-of-life plastics (European Commission, 2018).
[bookmark: _Toc41323214]5.3 Progression

European Parliament has approved a new law banning single-use plastic items (HOGE, 2018). 

The following products will be banned in the EU by 2021:

· Single-use plastic cutlery (forks, knives, spoons and chopsticks)
· Single-use plastic plates
· Plastic straws
· Cotton bud sticks made of plastic
· Plastic balloon sticks
· Oxo-degradable plastics and food containers and expanded polystyrene cups
· The legislation also stipulates that labelling on the negative environmental impact of throwing cigarettes with plastic filters in the street should be mandatory, as well as for other products such as plastic cups, wet wipes and sanitary napkins.
(Watkins & Schweitzer, 2018).

Lead MEP Frédérique Ries (2019) said: “This legislation will reduce the environmental damage bill by €22 billion (the estimated cost of plastic pollution in Europe until 2030).
Europe now has a legislative model to defend and promote at international level, given the global nature of the issue of marine pollution involving plastics. This is essential for the planet.”

According to the European Commission, more than 80% of marine litter is plastics. The products covered by this new law constitute 70% of all marine litter items (Boffey, 2018). Due to its slow rate of decomposition, plastic accumulates in seas, oceans and on beaches in the EU and worldwide. Plastic residue is found in marine species – such as sea turtles, seals, whales and birds, but also in fish and shellfish, and therefore in the human food chain ("European Parliament Approves Law To Ban Single-Use Plastics", 2019). 


[bookmark: _Toc41323215]Chapter 6 - Conclusion

In conclusion, plastic has caused detrimentally effects on the environment, economy and society. The economic impact of plastic is immense. The economy has lost billions worth of money due to the damage plastic had caused to the marine ecosystems, in relation to the economic costs to clean- up and remove litter from beaches and oceans.  The majority of plastic ends up in landfills, where it remains indefinitely, causing chemicals to pollute soil and water, harming the environment. The harmful chemicals found in plastics has also had its effect on the health of people within out societies.  
As a result, there was a need for businesses and governments around the globe to work closely together as a circular economy in order to make efforts to reduce the impact plastic is having on the environment, economy and society. Businesses and governments are currently making vast improvements in their operations, through innovation and alternatives, to reduce the amount of pollution on the environment, caused by plastic waste. However, their efforts may be too late and too little as the world is already suffering from its impact, as we are now facing the unknown implications of Global Warming. 
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