Thomas A. Benoit Sr

PA 395 Green Taxes

Paper 2 October 12, 2004

Thomas A. Benoit Sr

PA 395 Green Taxes

Paper 2 October 12, 2004


SOLID WASTE TAX ANALYSIS 
Background

Prior to ACT 78 (enacted in 1987), Vermont’s Solid Waste Management law, almost every Vermont town had its own unlined landfill.  These landfills were more often than not on the least favorable ground for use.  Act 78 called for each municipality (either individually or cooperatively) to develop a waste management plan, direct waste to appropriate facilities and generate a revenue to make these self sustaining (Solid Waste tax).  

In Vermont the state solid waste tax ($6 per ton) is charged when waste is tipped at the landfill.  This tax is placed into a Solid Waste Management Assistance Fund, whose intent according to the State Auditor’s office, “is to support innovative methods of achieving the chief priorities of waste reduction, reuse and recycling.” 2
In the following paper, we will use the Northwest Environment Watch’s (NEW) guidelines, for determining a good tax from a bad tax, to rate Vermont’s State Solid Waste Tax ($6/ton).  These criteria include the Economy, Equity, Environment, and Ease Of Administration1.

Economy


In determining a good tax, NEW says’ “ Does the tax encourage or discourage enterprise, growth in productivity, and job creation?”1  If we look at Vermont’s State Solid waste tax, we see that the tax encourages enterprise, growth in productivity and job creation.  In fact according to State Auditors office, Vermont solid waste taxes levied in Vermont have  “Placed more than $60 million in state funds in four major areas: Planning grants; Implementation grants; grants to regions and organizations for innovative projects, technical assistance and education; and support for Agency internal administration.”2

The direct expenditures of these grants into these priority areas have caused a ripple affect throughout the state of Vermont.  There have been increased jobs in solid waste management, collection and disposal.  In fact, the Recycling Economic Information Study done by the Northeast Recycling Council for all of the Northeast states shows the dramatic affect of a tax on promoting an industry.  

“The key findings of the Study for the NERC region are as follows:

· 13,000 recycling and reuse establishments,

· 206,000 employed in recycling and re-use industries,

· $6.8 billion in annual payroll, and

· $44 billion in annual revenues. 3

This clearly shows that the tax creates an incentive to meet the demand for solid waste management (including all facets, such as trash disposal, recycling, reuse, and waste reduction).

Equity

Using the second NEW criteria, “Does the tax fall on people in proportion to their ability to pay?”1  We see that the State Solid waste tax is paid at the landfill, so the transporters of solid waste absorb all costs.  Of course, these costs are directly passed onto the generator of any solid waste (consumers in this case).  So there is the potential for an inequity on people.  For example, it becomes cost effective to dispose of larger amounts of waste because the costs can be spread out.  This is not the case with someone who is generating smaller amounts of waste.  Although they are paying less based on weight they are paying the same as everyone else by volume.  


In theory, the incentive is there for decreased waste generation, based on cost per ton, but if everyone pays the same for waste disposal there is a great potential for free riders.  A good example is a business verses a single household.  The business spreads the cost out to all its customers while a household merely pays the full price of disposal.  It is clearly an inequity based on the ability to pay.

Environment

The third, NEW criteria, says, “Does the tax encourage or discourage resource conservation and pollution prevention?”1  The Vermont Solid Waste tax, which funds many efforts at reducing the impact of solid waste on the environment, comes up short in ultimate environmental protection.  

According to the State Auditor’s report, “Vermont generated 346,000 tons of waste in 1988, shortly after passage of Act 78. In 1996, Vermonters generated 407,000 tons. Clearly, there has been no reduction in waste generation, the highest statutory priority of Act 78. And while there has been an increase in recycling (32 percent in 1994 as opposed to 14 percent in 1989), reuse of waste, another high priority area, had declined during the same period from 5 percent to 3 percent.”2


Although there are many examples of new or increased benefits from solid waste management due directly to the State Solid Waste Tax, I would have to agree that it has fallen short of its’ intended goal.  Vermonters are generating more and more waste every year, which is not being offset by recycling, reuse or waste reduction.  In fact, the amount of waste being disposed of is overshadowing these increases in recycling, reuse and waste reduction.

Ease of Administration

The final NEW criteria for rating a tax bad or good, “Is the tax easy to administer and enforce?”1  We can see clearly that the tax has become a burden to administer and enforce.  The State Auditors office says, “The Agency of Natural Resources has spent approximately 76 percent of the Solid Waste Management Assistance Fund for internal administration ($12.5 million). Less than 10 percent of the fund has been used for grants to support innovative approaches to solid waste.”2 This statement clearly shows that the Solid Waste Tax has become encumbered in the administration of the desired outcomes.   

In addition, enforcement is limited due to the lack of staff and resources.  As we can see, this is a catch-22.  In order to do more enforcement, more resources must be placed into staff and services.  This would clearly eat up more of the Solid Waste Tax generated.

Conclusion

Although Solid Waste Taxes in solid waste management have measurable effects on waste disposal behavior and waste disposal, there are several shortfalls to a state Solid Waste Tax. These shortfalls include that “nearly all solid waste costs are directly related to collection, handling, and disposal. Instituting waste reduction, recycling, and hazardous waste programs affected this situation in two ways: it added non-disposal costs to the equation, and it reduced disposal tonnage.” 4 
In fact, the State Solid Waste Tax needs to take “A systematic look at the solid waste financing system and the factors that affect it.”4  By addressing funding mechanisms that are cost effective, easily administered and properly funded a Solid Waste Tax can be part of an overall effective program. Solid Waste Disposal should look at alternative programs to address funding, equity, ease of administration and environmental affects.  One such example is the Pay-As-You-Throw (PAYT) program currently being advocated by the State of Vermont.  This program, in concert with the Solid Waste Tax, would drive the incentives for waste reduction, recycling and reuse, as well as cover administrative costs.

Only through a joint program, would the State’s goal of a 50% diversion be reached.  The Solid Waste Tax is still needed to help offset administration costs, while the PAYT would provide individual incentives to decrease waste disposal.
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