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16 semfam Ffrm (2022), Fo@E NEERRAT /58 ffwer, https://ec.europa.eusinfo/business-economy-euro/do-

ing-business-eu/corporate-sustainability-due-diligence_en

' smfEm e (2021), FCIERE TEer- AT 932 FEMES SAEfReR RAW FHMEE I AR W1 Te@BEE aweess 10 w6 2021
sifieE 7o fmwe, https://www.europarl.europa.eusdoceosdocument/TA-9-2021-0073_EN.html

18 e ¢ Same RS SSSRES oA/ 3STRGT @ FAEES oF 36 s @S (2022), s dessers fens 2022 https://
worldinvestmentreport.unctad.org/world-investment-report-2022/chapter-1-global-investment-trends-and-pros-

pects/

19 Schréder, P. and Raes, J. (2021) a3 ooy s o=@fifen @, swomr 7o, https://www.chathamhouse.

org,s2021,07/financing-inclusive-circular-economy

29 Scull, D. and Healy, C. (2022) fofe sfamaam a3 T frs o @R oI a: G7 @fiF Taebees Swe/aar Tmrseen
e, E3G, https://9tj40250153byww26jdkao0x-wpengine.netdna-ssl.com/wp-content/uploads/B3W-G7-Re-

port-E3G.pdf
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Plastics and plastic packaging value
chain

Employees of the Valplast recycling company in Morocco feed plastic waste into a metal detector.
Photo: Yasmina Lembachar



3.1 Plastic packaging - a
Chapter 3 in brief: global problem with circular

* The global plastic pollution problem has solutions

become so urgent that circular policies in
the sector are advancing fast, especially in
the European Union.

Plastics production is growing exponentially.
Greenhouse gas emissions from plastic production
and disposal are projected to reach over 10 per
* The EU now plans to make the global plastic cent of the total amount of carbon that can be

packaging value chain more circular by: emitted for temperatures to remain below target
limits.2! The spiraling problem of plastic pollution
of oceans and land, and the threats it poses to
human health, make plastic one of the highest

* Requiring that plastic packaging that
enters the EU is recyclable at scale.

* Making it more costly to produce virgin priorities in the circular transition. The plastic
plastics through taxes and extended value chain is incredibly linear.
producer responsibility.

° LTl PESIE e G oS elie Only 9 per cent of all the plastic waste
increasing the value of waste manage- .
ment within the EU. ever generated has been recycled, while

* Many large brands have targets to reduce 12 per cent has been incinerated and
plastic packaging, leading to premiums for, 79 per cent has ended up in landfills or

d growth in, circular solutions. .
SR I e polluted the environment.??

* Producer country governments and industry
must both prepare for the risks of upcoming

trade barriers and innovate into growing Without decisive action, the plastic pollution
circular market segments. problem will double inthe nextdecade.?* Packaging
makes up almost half of Europe’s plastics demand,

* Design for recyclability, as well as domestic
and most packaging is designed to be single use.?*

supplies of traceable and certifiable recy-
cled content, will be essential to remain

competitive. Packaging also offers significant potential for

improving circularity. Many items are excessively
packaged, offering opportunities to reduce material
use, and many packaging applications could go
from single- to multi-use if packaging formats,
distribution systems and consumer behaviour
changed. Plastics in packaging are also one of the
easiest recycling challenges to tackle, thanks to the
large volumes of waste available. Single material
packaging solutions offer the greatest potential for
closed-loop recycling.®

21 Center for International Environmental Law (2019), ‘Plastics & Climate: The Hidden Costs of a Plastic Planet’, https://www.ciel.
org/reports/plastic-health-the-hidden-costs-of-a-plastic-planet-may-2019/

22 Geyer, R, Jambeck, J. R. and Law, K. L. (2017), ‘Production, use, and fate of all plastics ever made’, Science Advances 3(7):
e1700782, doi: https://doi.org/10.1126/sciadv.1700782/

23 Borrelle, S. B. et al. ‘Predicted growth in plastic waste exceeds efforts to mitigate plastic pollution’, Science, 369(6510): 10.1126/
science.aba3656

2% PlasticsEurope (2021), ‘Plastics the Facts’, https://plasticseurope.org/wp-content/uploads/2021/12/Plastics-the-Facts-2021-web-
final.pdf

% Principles for Responsible Investment (2020), ‘Plastics: The challenges and possible solutions’, https://www.unpri.org/plastics/
plastics-the-challenges-and-possible-solutions/4773.article
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CHAPTER 3 | Plastics and plastic packaging value chain

Governments, businesses, investors, NGOs and
international organizations are now mobilizing
to tackle the plastics value chain. In March 2022,
175 countries agreed to develop a global treaty
to restrict plastic waste, which elevates the issue
to a similar level to preventing biodiversity loss
and tackling climate change.?® The plastics treaty
is expected to be finalized by the end of 2024,
meanwhile, ambitious policies are already being
introduced around the world. Most efforts target
plastic pollution through bans of specific plastic
items, as well as improved waste management
solutions and restrictions on the trade in waste
plastics. Collection, sorting and recycling of plastics
are expected to nearly double in the next decade.?”

The plastic packaging value chain

However, under business-as-usual,
the overall growth in plastic volumes
will far outpace growth in recycling

capacity?®

leading to even greater leakage of plastics into
oceans and on land, as well as open burning of
waste leading to toxic air pollution. Most of the
growth in plastic waste will occur in regions where
collection and recycling systems are not equipped
to deal with existing waste, let alone even greater
quantities.?®

The current linear model for producing plastic packaging in a simplified diagram. In reality, the structure
of the supply chain varies greatly by packaging type and application.

SO RRVLY ERYY|

Upstream

Plastic
converters

Raw material
suppliers

Extraction and

refining

Tier 4 Tier3 Tier2

Packaging
fillers and retailers

EU brands Waste

management

Tier1

26 UNEP (2022), ‘What you need to know about the plastic pollution resolution’, https://www.unep.org/news-and-stories/story/

what-you-need-know-about-plastic-pollution-resolution

27 S&P Global Platts (2021), ‘Global recycled plastics set for continued growth’, https://plattsinfo.spglobal.com/rs/325-KYL-599/
images/Steel%20vs%20plastics%20-%20race%20to%20sustainability.pdf?mkt_tok=MzI1LUtZTCO10TKAAAGCHKPwWOshsPnHCdI-
JWyh9Uw-41x3_vIuSOAjcdledxhGastzRPens7zhoJvf7P9zn-jUdnEolHQfq8aevsp6 Tmgl10iGvI7TCRMXjIGTC8Wausgu-Yy

28SYSTEMIQ (2022), ‘ReShaping Plastics’, https://www.systemiq.earth/wp-content/uploads/2022/04/ReShapingPlastics-v1.9.pdf
29SYSTEMIQ (2020), ‘Breaking the Plastic Wave’https://www.systemiq.earth/wp-content/uploads/2020/07/BreakingThePlas-

ticWave_MainReport.pdf
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3.2 Policy and market drivers of circularity for plastics

3.2.1 Background to EU policy on plastic
packaging

Europe has struggled with high levels of plastic
waste and pollution for several decades, and the
plastics sector has a relatively advanced regulatory
framework on circularity.

The Waste Framework Directive and Packaging
and Packaging Waste Directive have set recycling
targets and circular design requirements on plastic
packaging productsforoveradecade. Most member
states have an Extended Producer Responsibility
(EPR) scheme for packaging, several of which
have been in operation since the 1990s.3° But with
growing public concern about plastic pollution,
EU regulation on plastics circularity has gained
additional momentum in recent years. Since the
2018 launch of the European Strategy for Plastics
in a Circular Economy, action has increased, with
bans on commonly littered single-use plastic items
and a levy on member states for non-recycled
plastics.®” With a regulatory framework to build
on, and strong public support for further action
on plastic pollution, EU legislation could exert
significant pressure on global plastic value chains
to become more circular in the near future.

3.2.2 EU plastics policy is entering a new
phase

The EU now wants to move into a new phase of

more transformative policy. Upcoming reforms will

shift the economics of plastics production, control

which plastics are used in Europe, and strengthen

the management of plastic waste. These trends

are explained below, and Section 3.3 discusses Sorted plastic bottles at a sorting centre in Oum Azza,
possible consequences for producer countries. Morocco. Photo: Camille Tahon

30 Eyropean Environment Agency (2020), ‘Plastics, the circular economy and Europe’s environment — A priority for action’, https://
www.eea.europa.eu/publications/plastics-the-circular-economy-and

31 European Commission (2022), ‘Plastics in a circular economy’, https://ec.europa.eu/info/research-and-innovation/research-ar-
ea/environment/circular-economy/plastics-circular-economy_en
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Costs of the linear system are passed on
to producers

in the French EPR system, CITEO, polyethylene (PE)
and polypropylene (PP) packaging with at least 50

per cent recycled content has a 50 per cent reduced
EPR fee.®® Overall, as countries seek to shift
economic incentives towards circular packaging
options, producers and users of non-recyclable
plastics with no recycled content can expect EPR
fees and taxes to increase over time.

Plastics production and pollution have staggering
environmental costs, but the EU and member
state governments have previously done little
to address this through fiscal measures. With
increased attention to the problems caused by
plastics, incentives are now gradually shifting,
strengthening the price competitiveness of
recycled options, especially for plastic packaging.
Following an EU levy on member states for non-
recycled plastic packaging waste, more European
countries, including Poland, Spain, Italy and the
Netherlands, are expected to introduce plastic
packaging taxes imminently.?? The United
Kingdom, which is not a member of the EU, also
introduced a tax of £200 per tonne on plastic
packaging with less than 30 per cent recycled
contentin April 2022, boosting demand for recycled
polymers for the UK market.

The main mechanism for passing costs of waste
management onto consumers and producers in
Europe is through EPR schemes. However, these
have failed to fully recover the costs of plastic
waste management and have not appropriately
incentivized packaging re-design for circularity.
Many schemes also contain loopholes that allow
producers to ship collected plastic waste abroad
for processing or recycling, without having to
show proof that it was actually recycled, thereby
encouraging waste dumping abroad.?33* To deal
with these issues, plastic waste trade is becoming
restricted, and several EU member states are
starting to use EPR fee differentiation (or ‘eco-
modulation’) as a tool to incentivize circular
polymer choices and packaging designs over those
that create a greater waste burden.® Forexample,

Plastic waste going on a conveyor belt at a sorting centre
in Oum Azza, Morocco. Photo: Yasmina Lembachar

32WTS Global (2022), ‘Plastic Taxation in Europe’, https://wts.com/global/publishing-article/20220406-plastic-taxation-in-europe~-
publishing-article?language=en

#nstitute for European Environmental Policy (2017), ‘EPR in the EU Plastics Strategy and the Circular Economy: A focus on plastic
packaging’, https://ieep.eu/uploads/articles/attachments/95369718-a733-473b-aabb-153c1341f581/EPR%20and%20plastics%20
report%20IEEP%209%20N0v%202017%20final.pdf

34 Geyer, R., Jambeck, J. R. and Law, K. L. (2017), ‘Production, use, and fate of all plastics ever made’, Science Advances, https://doi.
org/10.1126/sciadv.1700782

35 Leal Filho, W. et al. (2019), ‘An overview of the problems posed by plastic products and the role of extended producer responsibil-
ity in Europe’, Journal of Cleaner Production, https://doi.org/10.1016/j.jclepro.2018.12.256

% OECD (2021), ‘Modulated fees for extended producer responsibility schemes (EPR)’, https://www.oecd.org/officialdocuments/
publicdisplaydocumentpdf/?cote=ENV/EPOC/WPRPW(2020)2/FINAL&docLanguage=En
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Circularity is becoming a requirement
for EU market access

The EU is increasingly using access to the internal
market as leverage for the greening of value chains.
This has led to bans on certain single-use plastics,
such as cutlery, plates and expanded polystyrene
food containers. Requirements that packaging be
designed for reuse and recycling are also being
enforced through the Packaging and Packaging
Waste Directive, and a Commission proposal
expected at the end of 2022 will strengthen these.?”
The EU has also indicated that the Ecodesign for
Sustainable Products Regulation could introduce

mandatory requirements on recyclability,
recycled content and hazardous substances.®®
Circular solutions will need to meet tough quality
requirements. For example, the EU has issued
detailed guidance on chemical and mechanical
recycling processes that can produce recycled
polyethylene terephthalate (PET) for use in food-
contact materials - a quality assurance system
that will apply to plastics imported into the EU.*°
Guidance will also be issued on the conditions
under which bio-based and biodegradable
packaging is desirable.

All plastic packaging for the EU market must be recyclable by 2030

g

Single-material items with minimal colouring

and contamination will be favoured. Widely

recyclable polymers such as PE, PP and PET

may grow in use.

Only the most recyclable plastic
packaging formats can be sure
to pass through the funnel of
EU's recyclability requirements,
as these restrictions tighten over
time.

37 European Commission (2022), ‘Reducing packaging waste - review of rules’, https://ec.europa.eu/info/law/better-regulation/
have-your-say/initiatives/12263-Reducing-packaging-waste-review-of-rules_en
38 European Commission (2022), ‘Sustainable products initiative’, https://ec.europa.eu/info/law/better-regulation/have-your-say/

initiatives/12567-Sustainable-products-initiative_en

39 European Commission (2022), ‘Commission adopts new rules to enhance safety of recycled plastics used in contact of food’,
https://food.ec.europa.eu/safety/chemical-safety/food-contact-materials/plastic-recycling_en
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The EU is strengthening its own capacity
to valorize plastic waste

There is a strategic push to deal with more plastic
waste on EU soil. Following decades of high
reliance on exporting plastic waste outside the
EU, the EU updated its plastic waste shipment
regulationsin 2021. This made shipments of hard-
to-recycle plastic waste to non-OECD countries
subject to prior notification and consent by the
recipient country, similar to Basel Convention
Amendments.*® The scaling-up of the European

plastics recycling industry is stimulated through
taxes on incineration and landfill, harmonized
labelling of plastic materials, and investments
in collection and sorting.*" Despite this, much
of the plastic waste will likely continue to go to
incineration, which is still a fast-growing treatment
option across Europe.*? And plastic waste exports
will continue at least in the medium term, but
only for plastics with reasonable recyclability and
to destinations that can provide proof of sound
management of the traded waste.

Plastic packaging waste treatment in the EU 2007-2019

The recycling rate for plastic packaging waste has increased steadily in the last decade, but the availability

of sorted plastic waste inhibits further progress.

Percentage of plastic packaging
waste generated in EU-28

50%

40%

30%

20%

10%

The reported EU recycling rate for
plastic packaging has gone
from 28% in 2007
to 41% in 2019

6,300,000 tonnes of plastic packaging
was recycled in 2019.

In 2019 the European recycling industry had
capacity to recycle

8,600,000 tonnes.

Availability of sorted plastic waste continues to
be a challenge for the European plastics recy-
cling industry.

2007 2008 2009 2010 2011 2012 2013

@ % of waste recycled

2014

2015 2016 2017 2018 2019

% of waste recovered through other methods -

mostlv incineration

(Sources: Eurostat, Plastic Recyclers Europe)

% European Commission (2021), ‘Plastic waste shipments’, https://ec.europa.eu/environment/topics/waste-and-recycling/

waste-shipments/plastic-waste-shipments_en

*1 Confederation of European Waste-to-Energy Plants (2021), ‘Landfill taxes and bans overview’, https://www.cewep.eu/wp-con-

tent/uploads/2021/10/Landfill-taxes-and-bans-overview.pdf

2 Eurostat (2021), ‘Packaging waste by waste management operations’, https://ec.europa.eu/eurostat/databrowser/view/env_

waspac/default/table?lang=en
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3.2.3 Voluntary approaches to tackle
plastics are ramping up

The plastic problem is not only a worry for
policymakers, it has also received a lot of attention
from an increasingly concerned public, NGOs and
industry. This has resulted in an array of voluntary
commitments and partnerships that promise, if
delivered, to reshape the plastic packaging value
chain. The Ellen MacArthur Foundation’s Global
Commitment and Plastic Pact Network has united
companies behind commitments to source recycled
content, reduce virgin plastics use, and ensure 100
per cent recyclability, reusability or compostability
by 2025. Companies representing 20 per cent of
all plastic packaging produced globally have
committed to these targets and begun replacing
virgin plastics with recycled content or bio-based
polymers. That demand is driving investment and
innovation in recyclable, reusable, compostable
and bio-based solutions, which are growing rapidly
in use.** Major companies have also joined forces
ininitiatives like the Alliance to End Plastic Waste**
to promote collaborative investment in strategic
projects for closing plastic loops.

Industry collaboration is a welcome development
for circularity, but not without caveats. Some of the
Ellen MacArthur Foundation Global Commitment
targets, such as ensuring plastics are recyclable in
practice and at scale, are practically impossible to
achievein many developing countries before 2025.
As a result, many brands prioritize attainment
of plastics circularity targets in countries with
mature collection and recycling systems, over
developing countries where packaging cannot
become recyclable at scale and recycled content

Image reproduced from the Ellen MacArthur
Foundation’s ‘The Global Commitment 2021 Progress
Report’*?

is less available. Global Commitment signatories
are also heavily skewed towards consumer-facing
companies in the Global North.*> Meanwhile,
most firms in the plastic packaging value chain
are not reporting publicly on material footprints
or circularity.*® Without stronger regulation and
financial incentives, companies will struggle to
drive the use of recycled and recyclable materials,
which are often more expensive than virgin or non-
recyclable options.

*3Ellen MacArthur Foundation (2021), ‘The Global Commitment 2021 Progress Report’, https://ellenmacarthurfoundation.org/

global-commitment/overview

** Alliance to End Plastic Waste (2022), ‘We are working together to end plastic waste’, https://endplasticwaste.org/
5 Mah, A, (2021), ‘Future-Proofing Capitalism: The Paradox of the Circular Economy for Plastics’, Global Environmental Politics

21(2): pp. 121-142, doi: https://doi.org/10.1162/glep_a_00594)

¢ Minderoo Foundation (2022), ‘Identifying the sources of plastic pollution’, https://www.minderoo.org/no-plastic-waste/news/

identifying-the-sources-of-plastic-pollution/
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The Ellen MacArthur Foundation Global Commitment: where are signatories based?

Number of private sector signatories per country in 2022, based on where company headquarters are

located.

0 1 2 3 4 5]

6 7 8 9 10 11 or more

Circularity in the plastic packaging value chain
is also heavily influenced by rapid technological
innovation in several areas, not least material
substitution. Innovations in industrial
biotechnologies offer potential for local sourcing
of bio-based plastics, high-barrier PE films now
provide a recyclable alternative to multi-material
laminates, and a suite of biodegradable polymers,
likepolylacticacid (PLA) and polyhydroxyalkanoates
(PHA), are growing in use.*” Waste management
options are also improving rapidly. Plastic waste
sorting is becoming increasingly automated, and
85 companies are now trialing digital watermark
technologies to improve this further.*®

Advanced recycling technologies are growing in
use worldwide and offer the possibility of keeping
more plastics in play.*® Many advanced recycling
technologies can reduce greenhouse gas emissions
relative to incineration or landfill, but not as
much as mechanical recycling.®® Furthermore,
digital innovations create new possibilities
for transparency over, and certification of,
recycled resources. The trend towards greater
transparency is accelerated by consumer demand
for more sustainable products.®' Plastic packaging
producers should be ready for new possibilities, as
well as new demands, thanks to continued rapid
innovation.

*" Ellen MacArthur Foundation (2021), ‘Upstream Innovation: a guide to packaging solutions’, https://plastics.ellenmacarthurfoun-

dation.org/upstream

8 Holy Grail 2.0 (2021), ‘Pioneering digital watermarks for smart packaging recycling in the EU’, https://www.digitalwatermarks.eu/
9 Closed Loop Partners (2021), ‘A Landscape Mapping of the Molecular Plastics Recycling Market, 14 January 2022, https://www.
closedlooppartners.com/research/advancing-circular-systems-for-plastics/

50 Broeren, M., Roos Lindgreen, E. and Bergsma, G. (2019), ‘Exploratory study on chemical recycling. Update 2019’, https://cedelft.
eu/publications/exploratory-study-on-chemical-recycling-update-2019/

5" Herrmann, C., Rhein, S. and Stréter, K. F., (2022), ‘Consumers’ sustainability-related perception of and willingness-to-pay for food
packaging alternatives.” Resources, Conservation and Recycling, 181, 106219, https://www.sciencedirect.com/science/article/pii/

50921344922000672
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3.3 Implications for plastic producing countries trading with

the EU

3.3.1 Circular strategies will help developing countries to stay competitive

Strong regulation, voluntary commitments and industry trends are all accelerating momentum towards
circularity in the plastic packaging value chain, but what does this mean for non-EU producers? Below
are a set of strategies that producer countries must consider if they are to stay competitive:

Prioritize recyclability to access the EU market

As part of the Green Deal, the EU is using the internal market and the bloc’s trading
relationships as leverage to green supply chains, notably through the upcoming Ecodesign
for Sustainable Products Regulation and a reinforced Packaging and Packaging Waste
Directive. Recyclability in practice and at scale will become a mandatory requirement
for more and more packaging formats in the near term. For many producers, this means
packaging designs, adhesives, inks, and polymer choices must be revisited and aligned
with design for recyclability guidelines.

Secure access to recycled polymers to ensure industry resilience

The drastic increase in global commitments to source recycled plastic content means
demand for recycled polymers is currently outstripping supply, particularly for food-grade
recycled PET (rPET).** While the EU will not mandate recycled content for packaging
immediately, it probably will do for some packaging formats by 2025. Incentives for
producing recycled plastic packaging will improve: not only will buyers pay a premium,
but some markets will give recycled plastics a lower EPR fee or packaging tax exemptions.
For producer countries outside the EU, plastic waste from overseas will not be a reliable
feedstock as trade tightens. Therefore, a recycled polymer supply from domestic collection
and recycling of plastic waste will give plastic packaging manufacturers most resilience.
For recycled plastic packaging for food-contact applications, alignment with new norms
on food safety and quality assurance will be essential to ensure products are exportable
to the EU. Efforts to build capacities for high-quality recycling must begin soon, as the
EU is already scaling up its own plastics recycling, with high environmental and social
standards. Producer countries will face the double challenge of meeting market access
requirements as well as increasing competition from within the EU.

Circular packaging segments offer significant growth potential
Considering the high demand for plastic packaging with recycled content, producers who
take a lead in the circular transition can expect to tap into rapidly growing and high value
markets. Demand for biodegradable and bio-based plastics is also expected to continue
growing quickly, as well as for mono-material films and widely recycled high-density
polyethylene (HDPE), PP and PET packaging.>® >*

°2 Packaging Insights (2022), ‘Recycled plastic prices soar as rival industries dip into beverage producer’s supply’, https://www.
packaginginsights.com/news/recycled-plastic-prices-soar-as-rival-industries-dip-into-beverage-producers-supply.html

3 Cision (2021), ‘Rigid Recycled Plastics Market Size to grow by 623.86 thousand MT’, https://www.prnewswire.com/news-releases/
rigid-recycled-plastics-market-size-to-grow-by-623-86-thousand-mt--17-000-technavio-research-reports-301447870.html

4 European Bioplastics (2021), ‘Bioplastics market development update 2021, https://docs.european-bioplastics.org/publica-
tions/market_data/Report_Bioplastics_Market_Data_2021_short_version.pdf
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More customers will demand traceability and impact measurement

' D—|§ As the EU demands more circular-relevant product information, and strengthens the need
' . forintegrity of green claims and due diligence, plastic packaging producers will need to
s improve impact measurement and information management through the adoption of

digital innovations. As requirements on third-party assurance of sustainability become
more common, recycled plastic content may not be acceptable if these flows are not fully
traceable and verified. Life cycle assessments (LCA) are growing in use, and European plastic
packaging users may more frequently ask producers for LCAs, or simpler assessments of
environmental impacts at a facility level, as environmental claims must be substantiated
to consumers and investors.

Both industry and policymakers in producer countries will need to take concerted action to invest in
new equipment and skills and develop an enabling policy framework. This will be key to take advantage
of green market segments and reduce exposure to growing regulation and risk around linear models -
such as companies refusing to buy virgin plastics and more countries taxing plastic packaging without
recycled content.

Drivers of circularity in the plastic packaging value chain

Policy measures and voluntary approaches are both driving producers to adopt circular strategies

] X
Za oy
EU po[lcy Costs of the Circularity is becoming a More recycling within EU

linear system are passed on requirement for market and restrictions on plastic
trendS to producers access waste exports

to go circular and
stay competitive
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CHAPTER 3 | Plastics and plastic packaging value chain

3.3.2 The circular economy is only
one market trend among many in the
plastics sector

Producers that take a lead on circular solutions
may be more resilient towards emerging EU
environmental regulations and changing demand
from multinational buyers, but their business
model is still subject to substantial risk. Turmoil
in the market in recent years demonstrates this
well. During the COVID-19 pandemic, fears over
contamination put reuse initiatives on hold, and
there was a dramatic increase in the use of single-
use plastics.®>® Another source of uncertainty is
that virgin polymers compete with recycled ones
when oil prices are low. Since Russia’s invasion
of Ukraine, the sector has also been facing a
combination of rising freight, energy and raw
material costs.>®

Amid other market forces, many policies in
the CEAP 2.0 have yet to be implemented, and
proposals may be watered down following
consultations with member states and industry.
For example, previous experience shows that
recycled content thresholds could face resistance
by packaging producers and petrochemical
companies.®”

Meanwhile, investment in virgin

polymer production remains strong,

with $400 billion committed to
growing production capacity for

Therefore, most signs point to continued growth
in linear plastic packaging, possibly because the
market has yet to correct for stranded assets.®®

Even if the regulatory signal from the EU is strong,
it will not affect all producer countries equally.
Empty plastic packaging has a low value relative
to its volume and therefore high transport costs,
so packaging production and filling operations
are often located together. Domestic regulation
is therefore most important to packaging
manufacturers, followed by legislation in the most
significant export markets. In some markets, the
EU’sdemand for circular packaging will not strongly
influence plastic production, but restrictions on
plastic waste exports will. There are signs that in
many Asian markets, reduced plastic waste trade
coupled with volatility in plastic scrap prices has
led to a reduction in plastic recycling rates.*®
Nonetheless, in the long term, EU legislation can be
expected to have a significant influence on global
markets, as the region’s environmental policies
often affect environmental performance among
key trading partners.®°

2020-2024.

55 OECD Forum (2021), ‘The Plastic Pandemic’, https://www.oecd-forum.org/posts/the-plastic-pandemic

% Recycling International (2022), ‘Plastic prices still high but trade issues remain’, https://recyclinginternational.com/plastics/pric-
es-still-high-but-trade-issues-remain/48861/

5" HM Revenue & Customs (2020), ‘Plastic packaging tax: Summary of responses to the policy design consultation’, https://assets.
publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/934566/Plastic_packaging_tax_-_summa-
ry_of_responses_to_the_consultation_on_policy_design.pdf

%8 Carbon Tracker Initiative (2020), ‘The Future’s Not in Plastics: Why plastics demand won’t rescue the oil sector’, https://carbon-
tracker.org/reports/the-futures-not-in-plastics/

9 |bid.

60 Prakash, A. and Potoski, M. (2016), ‘The EU effect: does trade with the EU reduce CO2 emissions in the developing world?, Envi-
ronmental Politics, 26(1), https://www.tandfonline.com/doi/abs/10.1080/09644016.2016.1218630
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CASE STUDY

Establishing Morocco’s first PET bottle-to-bottle recycling process

Plastics represent around 10 per cent of Morocco’s
household waste, with only 17 per cent being
recycled according to industry estimates. The
EU is a critical trade partner for the Moroccan
plastics industry: in 2020 the country exported
71,000 tonnes, worth $763 million, to the EU. This
represents 87 per cent of the country’s plastic
exports by value.®' Therefore, the Moroccan plastic
industry must respond decisively to emerging EU
incentives and requirements for circular plastics.
The EU and Morocco agreed to enter a Green
Partnership in 2021.%2

One of the largest recyclable plastic waste
streams in Morocco is polyethylene terephthalate
(PET) packaging. Moroccan citizens consume
approximately 1.2 billion PET bottles a year.
Collection of PET is largely done by the informal
sector at landfills orin urban centres. The number
of informal waste pickers in Morocco is estimated
as between 10,000 (official figures) and 34,000
(estimated by the Zero Zbel Association). Waste
pickers live close to the poverty line and work
in environments with poor health and safety
conditions. Roughly a third of the plastic they
collect comes from landfills, and this, combined
with the absence of plastic sorting systems,
means that the quality of the materials collected
is generally low. High degrees of contamination
make recycling into high-value products difficult.

Which countries are most dependent on
the EU for their plastics exports?

Exports to EU as a proportion of all plastics

exported, by country, in 2020

Cabo Verde

Luxembourg

Morocco

Bosnia and
Herzegovina

Albania
Slovakia
Poland
Netherlands
Slovenia

Czechia

Source: UNCTAD®!

100.00%

88.28%

86.69%

86.58%

85.96%

83.40%

81.75%

80.69%

80.56%

80.32%

61 UNCTAD, 'Plastics trade by partner, annual’, https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx?Reportld=208091, 9
October 2022

2 EU (2022), ‘The EU and Morocco launch the first Green Partnership on energy, climate and the environment ahead of COP 27,
https://neighbourhood-enlargement.ec.europa.eu/news/eu-and-morocco-launch-first-green-partnership-energy-climate-and-en-
vironment-ahead-cop-27-2022-10-18_en
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To help address these challenges, the SWITCH2CE
project is working with European and Moroccan
stakeholders to pilot Morocco’s first PET bottle-to-
bottle recycling process. The professionalization
and empowerment of informal waste pickers will be
key to ensuring consistent high-quality collection
of PET. The pilot will seek to address social
justice issues facing informal workers including
(i) lack of formal legal recognition, which results
in stigmatization and limits their ability to collect
waste directly from householders; (ii) lack of access
to land to legally conduct collection and sorting
operations; (iii) unequal power relationships with
waste traders; (iv) exposure to the volatility of the
recycled PET market; (v) lack of worker safety and
training; and (vi) limited supply chain traceability
and transparency.

Success of the project relies on overcoming a
number of policy-related challenges, including
conflicting waste policies and waste governance,
a ban on the sale of food-contact packaging with
recycled content, the lack of formal recognition of
waste pickers, and the lack of bottle sorting and
cleaning infrastructure.

Promisingly, the Moroccan Government, with
several Ministries, has shown clear ambition to
improve the situation and move towards a circular
economy. Several donor initiatives, such as the
EU-funded Water and Environment Support in
the ENI Southern Neighbourhood Region®® and
the World Bank’s Littoral Sans Plastique (Plastic-
free beaches)®* project have been launched in
the past few years to tackle plastic waste through
innovative and inclusive models. With these
promising initiatives, and learning developed
from the SWITCH2CE project, there is hope that
national recycling and waste collection targets
can be achieved in Morocco, and that Moroccan
producers will be able to meet the circularity

standards required by the EU and keep their Man sorting plastic waste in Casablanca, Morocco.
position as a key supplier to thisimportant market.  photo: Mark Draeck

83 Water and Environment Support (WES) in the ENI Southern Neighbourhood Region (2022), ‘Environment activities: Morocco),
https://www.wes-med.eu/environment/activities/morocco/

& World Bank (2022), ‘Plastic Free Coastlines: A Contribution from the Maghreb to Address Marine Plastic Pollution’, https://docu-
mentsl.worldbank.org/curated/en/099840405192226019/pdf/P170596007a62909b09b97093cc82dd1f01.pdf
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The base-case scenario refers to a situation where 50% of EU-27 and Switzerland’s postconsumer household textile waste is collected, up from today’s 30—35%.
°The 2030 upside case refers to a situation where 80% of EU-27 and Switzerland’s postconsumer household textile waste is collected. *Refers to the collection
rate of postconsumer household waste. Total collection rate is slightly different due to other waste streams having other collection dynamics. “There are different
ways of defining what share of textile volume is “available to recycling.” This paper uses the term to describe textile waste that is collected and does not have an
alternative use with a higher value that is further up in the waste hierarchy (for example, resale). Of the share that is available to recycling, there may be fiber
fractions that technically are not eligible for fiber-to-fiber recycling. Our base-case scenario with allocated textile waste to the different recycling technologies
assumes—based on our analysis of forward-looking feedstock purity requirements by recycling technologies—that 70% of what is available to recycling can
technically be recycled. °Can either be open-loop recycled products like cleaning rags, or thermo-chemical recycling to create syngas. °Here defined as
fiber-to-fiber recycled volume divided by total gross waste. The rate reflects the estimated full potential of fiber-to-fiber recycling of 70% of what is available to

recycling. This number excludes open-loop recycling.

Source: Deloitte European Market Study for ETSA, 2014; Ellen MacArthur Foundation; European Commission Joint Research Centre (JRC), 2021; Eurostat
Prodcom; expert interviews; Higher Institute for Environmental Protection and Research, Italy reports #1 and #2, 2021; Humana Annual Report, 2020; Intecus,
Germany report, 2020; JRC Technical Report, 2021; Le Figaro, 2019; Modare, Spain country report, 2021; Nordic Council for Ministers Baltic Countries report,
2020; Rebel, Netherlands report, 2021; ReFashion, France report, 2020; unweltbundesamt, Austria report, 2022
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