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Response to October 6, 2016 CIF Blog:  
“Understanding How Program Costs and Recovery Have Changed Over Time” 

By Neil Menezes 
Senior Consultant, Reclay StewardEdge, nmenezes@reclaystewardedge.com  

 
The recent article by Dr. Calvin Lakhan, Understanding How Program Costs and Recovery Have Changed Over 

Time (the Article), discusses how various factors, including the changes to the packaging mix have affected 

municipal Blue Box program costs. It relies on tonnage data and the cost to manage individual materials 

(material specific costs) from Stewardship Ontario’s Pay-in-Model (PIM), while adjusting for inflation.  

While the author has raised some good points related to the changing packaging mix, and the increased cost to 

manage these materials, the analysis fails to consider several key contextual factors that have driven these 

changes over the years. As a result, we look to build on the discussion started by Dr. Lakhan and provide the 

necessary context to understand how these factors have impacted program costs and recovery related to the 

Ontario Blue Box Program.  

Incremental Costs vs. Average Costs 

The Article proposes a hypothetical Blue Box system cost containing only “core” Blue Box materials, as defined 

by the author. However, the figures used in the analysis are based on Activity Based Costing (ABC) studies that 

allocate the entire system cost, capital and operating costs, to all of the materials managed. While the removal 

of “non-core materials” may eliminate some operating costs (e.g. processing operating costs) it would not 

eliminate large portions of the capital and operating costs that are necessary for delivering the service to 

Ontario residents, regardless of the materials managed. For example, the material specific costs include costs 

allocated for the collection truck and the salary of the driver. These costs do not disappear, or even decrease 

significantly, when a “non-core material” is removed as that truck and driver still need to drive to each house on 

the collection route.  

As a real life example, the City of Toronto decided to add Plastic Film to the Blue Box program in 2015. This 

decision was recognized in a 2015 City of Toronto Public Works and Infrastructure Committee1 document which 

stated processing costs would be around $115/tonne and the added benefit of  additional revenues from the 

sale of film, reduced landfill costs, and increased stewardship funding would more than off-set the cost to collect 

and process the material. In addition, the City indicated the addition of film would have no impact to collection 

costs. The City also anticipated that by adding this material, a projected 3,500 additional tonnes would be 

recycled and diverted from landfill, resulting in an increased Blue Box diversion by 2%.  

Reported Costs vs. Negotiated Costs 

The Article uses 2006-2016 PIM data and correctly adjusts for inflation. However, the analysis fails to consider 

that the material specific costs within the PIM are based on the total Blue Box stewards’ obligation. So as the 

steward obligation changed annually, so did the material specific costs, without actually assessing whether costs 

to manage specific materials had changed2. Between 2006-2013, the steward obligation was negotiated 

between Stewardship Ontario (SO) and municipalities and has been historically 5-10% below reported costs. For 

the 2014 Steward obligation year and subsequent years, SO and municipalities were unable to reach a 

settlement and necessitated an arbitrator to resolve the dispute. Consequently, the arbitrator ruled the steward 

                                                           
1 http://www.toronto.ca/legdocs/mmis/2015/pw/bgrd/backgroundfile-77928.pdf 
2 Stewardship Ontario conducted Activity Based Costing (ABC) studies in 2004, 2008, and 2012 to determine the material 
specific costs for fee-setting purposes. 
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obligation would be set to the reported net cost. Therefore, the large increase in costs reported for 2014 in the 

Article is not a direct result of the cost to manage the materials becoming more expensive, but rather an 

arbitration decision that affected the steward obligation and increasing the cost to manage the materials. As a 

result, a comparison of the costs from 2006 to 2016 is not an apples-to-apples comparison.  

Municipal Costs: Blue Box vs. Recycling 

Finally, the Article paints a fairly bleak picture as to the growth in Blue Box costs, but doesn’t provide any 

insights as to growth in costs for waste disposal. Removing materials from the recycling stream would merely 

transfer costs for municipalities from their Blue Box stream to their (100% municipally funded) garbage stream, 

thereby reducing the lifespan of the landfill, removing any potential for revenue related to those materials, and 

likely reducing the local diversion rate.     

While it’s important to understand the relationship between Recovery and Blue Box Program costs at a 

provincial level, the conversation must consider all factors that have an impact, rather than consideration of the 

program in isolation. The decision to add or remove material should not be based on solely the lowest cost to 

the Blue Box program but rather on the overall impact to a municipality’s or the total province’s solid waste 

program. Furthermore, municipalities will need to consider the potential impacts to their program as the 

Ministry of Environment and Climate Change (MOECC) continues to introduce new regulations relating to the 

Waste Free Ontario Act. 

 


