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Glossary of Terms 

AD (Anaerobic Digestion) ς a technology for treating organic waste in which it is broken 
down by micro-organisms in the absence of oxygen. This process produces a methane-
rich gas that can be combusted as a fuel source and a digestate material that can be 
used as a source of nutrients in fertiliser. 

Collection system ς the manner in which waste is collected, including types of waste 
receptacles, degree of source separation and collection frequency. 

Dry recycling ς dry materials including paper, card, plastics, glass and metals, and free of 
contamination by organics such as food or garden waste. 

Energy recovery/EfW (Energy from Waste) ς one of a range of treatment options which 
use waste as a fuel for the production of energy (of which the most common is 
incineration with energy recovery). 

ETS New Zealand Emissions Trading Scheme. 

Gate fee ς the fee paid to waste management sites for the acceptance of waste. 

GVA (Gross Value Added) - the measure of the value of goods and services produced in 
an area, industry or sector of an economy, in economics. In national accounts GVA is the 
value of output less the value of intermediate consumption. 

HWRC (Household Waste Recovery Centre) ς a site which collects a variety of different 
waste types, run by a local authority or its waste contractor. 

Incineration ς a waste treatment technology whereby waste is heated at very high 
temperatures, causing its organic components to combust. In incineration, energy from 
the waste may or may not be recovered.  

IVC (In Vessel Composting) - a technology for treating organic waste in which it is broken 
down by micro-organisms in the absence of oxygen. Composting takes place in an 
enclosed environment, with accurate temperature control and monitoring 

Landfill ς a means of waste disposal whereby waste is buried in the ground. In the UK, 
ƭŀƴŘŦƛƭƭǎ Ƴǳǎǘ ƳŜŜǘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǎǘŀƴŘŀǊŘǎΣ ŀƴŘ ƭƛƴŜŘ ΨŎŜƭƭǎΩ ŀǊŜ ǳǎŜŘ ǘƻ ƘƻƭŘ ǘƘŜ ǿŀǎǘŜ 
ǿƛǘƘ ǎȅǎǘŜƳǎ ǘƻ ƳŀƴŀƎŜ ǘƘŜ ƭƛǉǳƛŘǎ όΨƭŜŀŎƘŀǘŜΩύ ŀƴŘ ƎŀǎŜǎ ǇǊƻŘǳŎŜŘ ōȅ ǘƘe 
decomposition of waste. 

Landfill diversion ς reducing the amount of waste going to landfill and instead 
redirecting this waste to other waste management options.  

MBT (Mechanical Biological Treatment) ς a type of waste treatment facility that uses a 
number of different technologies to extract dry recyclable materials and organic waste 
from mixed residual waste. 
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MRF (Materials Recovery Facility) ς a type of waste treatment facility that separates out 
different types of recyclable materials from loads of mixed recycling (e.g. by using 
magnets to extract ferrous metals). 

OAW (Open Air Windrow) - a technology for treating garden waste in which it is broken 
down by micro-organisms in an aerobic environment 

Preparation for re-use ς activities such a repair and refurbishment which allow items 
that have been discarded as waste to be re-used.  

Recovery - any operation the principal result of which is waste serving a useful purpose 
by replacing other materials which would otherwise have been used to fulfil a particular 
function, or waste being prepared to fulfil that function, in the plant or in the wider 
economy. 

Recovery rate ς the proportion of waste recovered out of the total amount of waste 
generated, commonly expressed as a percentage. 

Recycling ς the reprocessing of waste materials into new products or materials, whether 
for their original or another purpose. 

Residual waste ς mixed waste that is not collected separately for recycling, but rather 
which is sent for recovery or disposal. 

Waste hierarchy ς an order of preference of management options for waste materials, 
with preventing waste as the most preferred option followed by (in descending order of 
preference) preparation for re-use, recycling, other recovery (e.g. energy recovery 
through incineration) and finally disposal. 

WMA Waste Minimisation Act 2008. 

Waste prevention ς reducing the amount of waste which arises in the first instance 
through policies such as designing out waste at the product design stage, improving 
systems and processes and reducing consumption. 
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1.0 Introduction 

1.1 Project Background 

A consortium of public and private sector organisations has commissioned Eunomia 
Research & Consulting to undertake research aimed at improving understanding of the 
impacts of potential changes to the structure and rate of the Waste Disposal Levy (the 
Levy). 

The Waste Minimisation Act 2008 (WMA) enables a levy to be imposed on waste 
ŘƛǎǇƻǎŜŘ ƻŦ ƛƴ ƻǊŘŜǊ ǘƻ άǊŀƛǎŜ ǊŜǾŜƴǳŜ ŦƻǊ ǇǊƻƳƻǘƛƴƎ ŀƴŘ ŀŎƘƛŜǾƛƴƎ ǿŀǎǘŜ ƳƛƴƛƳƛǎŀǘƛƻƴΤ 
and, increase the cost of waste disposal to recognise that disposal imposes costs on the 
ŜƴǾƛǊƻƴƳŜƴǘΣ ǎƻŎƛŜǘȅ ŀƴŘ ǘƘŜ ŜŎƻƴƻƳȅέΦ 

Section 39 of the WMA requires that the Minister must review the effectiveness of the 
Levy every three years, with the next review required to be completed by 1 July 2017.   

The effectiveness of the Levy is assumed to be defined in relation to the purpose of the 
Levy under Section 25, which is to raise revenue for supporting waste minimisation, and 
to increase the cost of waste disposal.  The effectiveness of the Levy is also assumed to 
ultimately be determined in relation to the purpose of the WMA under section 3, which 
ƛǎ ǘƻ άŜƴŎƻǳǊŀƎŜ ǿŀǎǘŜ ƳƛƴƛƳƛǎŀǘƛƻƴ ŀƴŘ ŀ ŘŜŎǊŜŀǎŜ ƛƴ ǿŀǎǘŜ ŘƛǎǇƻǎŀƭέ. 

International experience suggests that the rate of landfill levies or taxes is negatively 
correlated to the quantity of waste landfilled ς in other words the higher the levy rate 
the less material is landfilled.1  ¢Ƙƛǎ ǿƻǳƭŘ ǎǳǇǇƻǊǘ ǘƘŜ ŀƛƳ ƻŦ ǘƘŜ [ŜǾȅ ǘƻ άencourage 
waste minimisation and a decrease in waste disposalέΦ 

Section 27 makes provisioƴ ŦƻǊ ǘƘŜǊŜ ǘƻ ōŜ ŀ ΨǇǊŜǎŎǊƛōŜŘ ǊŀǘŜΩ ŦƻǊ ǘƘŜ [ŜǾȅ ŀƴŘΣ ǿƘŜǊŜ ƴƻ 
rate is prescribed, it mandates a default rate of $10. As no rate has been prescribed, the 
Levy has, since its inception, been applied to disposal facilities as defined under the 
WMA at the default rate of $10 per tonne.   

There is provision under Section 41(1) of the WMA to extend the Levy to different 
ŎƭŀǎǎŜǎ ƻŦ ŘƛǎǇƻǎŀƭ ŦŀŎƛƭƛǘȅΣ ǘȅǇŜǎ ƻŦ ǿŀǎǘŜΣ ŀƴŘ ǘƻ ŀŘƧǳǎǘ ǘƘŜ ΨǇǊŜǎŎǊƛōŜŘ ǊŀǘŜΩ ƻŦ ǘƘŜ [ŜǾȅ 
across these different classes of disposal facility and types of waste. 

In previous reviews of the Levy, the provisions to prescribe different rates of the levy and 
to apply the Levy across different classes of facility and types of material have not 
received detailed consideration. 

                                                      

 

1
 European Topic Centre on Sustainable Consumption and Production (2012) Overview of the use of landfill 

taxes in Europe ETC/SCP working paper 1/2012;  
Ministry for the Environment (2014) Review of the effectiveness of the waste disposal levy, 2014 
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In order for there to be informed policy decision making, there is a need to understand 
how implementation of the provisions in Section 41 could impact the effectiveness of 
the Levy.  This research seeks to address this knowledge gap, and to begin to build an 
evidence base for a rational approach to improving the effectiveness of the Levy. 

1.2 Project Scope 

In order to deliver on these intentions, the research covers the following: 

¶ Consider options for changes to prescribed rate, and applications to different 
classes of facility/types of material; 

¶ Assess potential impacts of options on diversion from disposal and on the 
economy; 

¶ Identify how the use of Levy funds could support changes to a Levy regime (for 
example supporting infrastructure provision, or improved monitoring and 
compliance); 

¶ Identify a broad preferred option that, if possible, enhances the effectiveness of 
the Levy, while optimising economic impacts, and minimising unintended 
consequences; and 

¶ Develop an outline implementation plan that would suggest how any changes 
could be phased in over time to ensure support structures are in place and 
provide certainty to the sector for planning purposes. 

For the purposes of clarity, this report does not cover the following: 

¶ An analysis of environmental and social externalities associated with disposal; 

¶ Options for Levy structures, rates, or the use of revenue, that are not provided 
for in the WMA; 

¶ Analysis of the impacts of changes to the Levy at a local or regional level; or 

¶ Analysis of the impacts of changes to the Levy on individual industries or social 
groupings; 

¶ Consideration of the political and/or public response to the potential 
recommendations. 
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2.0 Waste Disposal and Recycling in New 

Zealand 

2.1 Current Situation 

2.1.1 Legislative Provisions 

This section provides a brief review of the key features of the levy that are enabled in 
current legislation. 

Part 3 of the WMA sets out the provisions for a waste disposal levy.  Section 26 enables a 
levy to be imposed on waste deposited at a disposal facility. 

A disposal facility under the act is defined in Section 7(1) as: 

(a) a facility, including a landfill,τ 

(i) at which waste is disposed of; and 

(ii) at which the waste disposed of includes household waste; and 

(iii) that operates, at least in part, as a business to dispose of waste; and 

(b) any other facility or class of facility at which waste is disposed of that is prescribed 
as a disposal facility. 

This definition means that, in practice, not all facilities that accept waste are currently 
subject to the levy.  Those that are subject to the levy essentially align with what are 
ǘŜǊƳŜŘ Ψ/ƭŀǎǎ м ŦŀŎƛƭƛǘƛŜǎΩ ǳƴŘŜǊ ǘƘŜ [ŀƴŘ 5ƛǎǇƻǎŀƭ DǳƛŘŜƭƛƴŜǎΦ2 However, Section 7(1) (b) 
does provide for different types of facility to be prescribed as disposal facilities.  This 
means that there is scope to extend the application of the levy to any type of facility. 

Section 27 makes provision for the levy to be set at a prescribed rate or, if the rate is not 
prescribed, then it defaults to $10 per tonne.  The legislation therefore enables the rate 
of the levy to be adjusted without constraints (beyond that it must be officially 
prescribed by regulation as provided for in Section 41).  There is no maximum rate 
prescribed and no constraints on the magnitude or timing of any changes in the rate.   

The income from the levy must be distributed in accordance with Section 30. In essence 
this provides for the following: 

¶ Territorial Authorities (TAs) get half of the gross levy that is collected, distributed 
on a per capita basis (As provided for in Section 31).  TAs must spend their 
allocated portion on waste minimisation in accordance with their Waste 
Management and Minimisation Plans (Section 32); 

                                                      

 
2
 Waste Management Institute New Zealand (WasteMINZ). 2016. Technical Guidelines for Disposal to Land  
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¶ The Government can retain funds to cover administration costs associated with 
the levy; and 

¶ The remainder is directed towards funding of projects that promote or achieve 
waste minimisation (As provided for under Section 38). 

¢ƘŜ ²a! ǘƘŜǊŜŦƻǊŜ ΨǊƛƴƎ-ŦŜƴŎŜǎΩ ƛƴŎƻƳŜ ŦǊƻƳ ǘƘŜ ƭŜǾȅ ǎƻ ǘƘŀǘ ƛǘ Ƴǳǎǘ ōŜ ǳǎŜŘ ŦƻǊ ǿŀǎǘŜ 
minimisation. There is no provision for income from the levy to go into the consolidated 
fund or to be used to offset other forms of government revenue. 

{ŜŎǘƛƻƴ оф ǊŜǉǳƛǊŜǎ ǘƘŀǘ ǘƘŜ ΨŜŦŦŜŎǘƛǾŜƴŜǎǎΩ ƻŦ ǘƘŜ ƭŜǾȅ Ƴǳǎǘ ōŜ ǊŜǾƛŜǿŜŘ ƛƴƛǘƛŀƭƭȅ ŀŦǘŜǊ 
ǘǿƻ ȅŜŀǊǎ ǘƘŜƴ ŀǘ о ȅŜŀǊƭȅ ƛƴǘŜǊǾŀƭǎΦ  Ψ9ŦŦŜŎǘƛǾŜƴŜǎǎΩ ƛǎ ƴƻǘ ŘƛǊŜŎǘƭȅ ŘŜŦƛƴŜŘ ƛƴ ǘƘŜ Ŏlause, 
this is therefore interpreted to be defined in relation to the purpose of the Levy under 
Section 25, which is to raise revenue for supporting waste minimisation, and to increase 
the cost of waste disposal.  The effectiveness of the Levy can also be assumed to 
ultimately be determined in relation to the purpose of the WMA under section 3, which 
ƛǎ ǘƻ άŜƴŎƻǳǊŀƎŜ ǿŀǎǘŜ ƳƛƴƛƳƛǎŀǘƛƻƴ ŀƴŘ ŀ ŘŜŎǊŜŀǎŜ ƛƴ ǿŀǎǘŜ ŘƛǎǇƻǎŀƭέ.3   

Section 39 also requires that the Minister considers the advice of the Waste Advisory 
Board, whether waste disposal has decreased, and whether waste that is reused, 
recycled, or recovered has increased. 

Section 41 provides for regulations to be made by the Minister in relation to the levy. 
This is a key section in relation to the potential for changes to the rate and application of 
the levy. Section 41 (1)(a) allows for the type of facilities to which the levy can be applied 
to be prescribed, while 42 (1)(d) and (e) enable different rates to be applied to different 
disposal facilities, classes of disposal facility or types of waste.  Together these clauses 
provide the potential to adjust the rate and structure of the levy so that it can more 
effectively deliver on the purpose of the levy and of the WMA.  It is noted, however, that 
any such changes would require new regulation.  Section 41 (2) specifically requires that, 
in making any regulations, adequate consultation must be undertaken, and that the 
costs and benefits of changes must be considered. 

2.1.2 Current Rate and Structure 

No rate for the levy has been prescribed by regulation, therefore the levy has, since its 
inception, been applied to disposal facilities as defined under the WMA at the default 
rate of $10 per tonne.   

Given the definition of disposal facilities under the WMA, the levy has effectively been 
only ŀǇǇƭƛŜŘ ǘƻ Ψ/ƭŀǎǎ мΩ ƭŀƴŘŦƛƭƭǎΦ   

                                                      

 
3
 This interpretation is supported by the evaluation framework adopted by the Ministry for the 

Environment in the their 2014 review: Ministry for the Environment. 2014. Review of the effectiveness of 
the waste disposal levy, 2014 in accordance with section 39 of the Waste Minimisation Act 2008. 
Wellington: Ministry for the Environment. 
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2.1.3 Key Waste Issues and Trends 

This section highlights a number of key issues and trends that are particularly relevant to 
consideration of potential changes to the levy regime. 

2.1.3.1 Waste Data 

One of the difficulties in establishing the true impact of the levy is the lack of a 
comprehensive, reliable dataset, particularly over time.  Since the introduction of the 
levy there has been good quality data available on the quantity of material that is going 
to levied disposal sites. However, prior to this report, there have been no attempts to 
calculate the magnitude of waste generated and treated in New Zealand by material.   

There is limited data on the quantities of material going to non-levied disposal sites 
including on-farm disposal and illegal dumping.  The studies that have been conducted 
have relied on extrapolation of information from snapshots of small study areas to 
derive national data.4    

Similarly, there is only patchy information on the quantities of material that are 
recovered.  TAs generally have good information about the quantity of materials 
recovered through their services and facilities, although this information is not 
consistent, and has not been collated into a set of national figures.  Outside of this, some 
information is gathered by industry bodies, but there is little consistency across sectors 
and in how readily available the information is.   

This situation was recognised in the last Levy review which noted: 

άNationally aggregated waste data is very limited, and a comprehensive data-
gathering exercise has not been carried out to establish a baseline from which to 
assess progress against policy objectives. As a result it is not possible to construct a 
comprehensive picture of the current situation, the situation before the introduction 
of the levy, or how this has changed. As a consequence, it is impossible to determine 
whether these outcomes have been achieved, and it will not be possible to do so until 
these gaps in data are addressed.5 

This means that, while quantities to levied sites can be tracked, it is not possible to know 
whether any changes are a result of changes in the total quantities of material generated 
(e.g. as a result of changes in population or GDP), changes in the quantities of material 

                                                      

 
4
.For example: Ministry for the Environment. 2011. Consented Non-levied Cleanfills and Landfills in New 

Zealand: Project Report. Wellington: Ministry for the Environment; Tonkin & Taylor 2014 New Zealand 
Non-Municipal Landfill Database.  Prepared for Ministry for the Environment; GHD 2014. Rural waste 
surveys data analysis Waikato & Bay of Plenty, Waikato Regional Council Technical Report 2014/55; GHD 
2013. Non-natural rural wastes Site survey data analysis, prepared for Environment Canterbury 
5
 Ministry for the Environment. 2014. Review of the effectiveness of the waste disposal levy, 2014 in 

accordance with section 39 of the Waste Minimisation Act 2008. Wellington: Ministry for the Environment. 
P 80. 
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recovered, or material changing disposal destination (e.g. from levied sites to non-levied 
sites). 

2.1.3.2 Total Waste Generation 

Historic waste generation figures to be used in the study were compiled from a variety of 
sources and are presented in Table 2-1 and Figure 2-1.  Further detail is provided in 
Appendix A.3.1.  

Table 2-1: Waste Generation and Treatment Destinations (2015) 

Waste Destination Tonnes Notes 

Class 1 Landfill 3,220,888
1
 2015 data 

Class 2 Landfill 2,575,771
2
 Estimated from 2013 data with waste growth equivalent 

to change in real GDP applied 

Class 3 Landfill 64,394
2
 

Class 4 Landfill 3,799,262
2
 

Farm Dumps 1,362,666
2
 

Recovery 4,288,743 Estimate based on data from various sources
6
 

Total Waste Generated 15,311,725  

Sources: 

1. Ministry for the Environment (2016) Monthly Levy Graph (background data), 2016, 
http://www.mfe.govt.nz/waste/waste-disposal-levy/monthly-levy-graph 

2. Ministry for the Environment (2014) New Zealand Non-Municipal Landfill Database, October 2014, 
http://www.mfe.govt.nz/publications/waste/new-zealand-non-municipal-landfill-database-report 

                                                      

 
6
 Refer to Appendix A.3.1 for further detail on the sources and methodology used to calculate recovered 

quantities. 

http://www.mfe.govt.nz/waste/waste-disposal-levy/monthly-levy-graph
http://www.mfe.govt.nz/publications/waste/new-zealand-non-municipal-landfill-database-report
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Figure 2-1: Proportion of Waste Generation by Destination 

 

 

The available data suggests that waste that is sent to levied (Class 1) disposal facilities 
accounts for approximately 21% of all waste generated.  About 28% of material is 
estimated to be recovered, while the remaining 51% goes to some form of non-levied 
disposal. 

Waste to Non-levied Sites 

The quantity of material going to non-levied sites has been a topic of concern in the 
industry and with the Ministry for some time.  The 2014 review notes: 

άΧ Řŀǘŀ ŎƻƭƭŜŎǘŜŘ ŀǎ ǇŀǊǘ ƻŦ ǘƘƛǎ ǊŜǾƛŜǿ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ŎǳǊǊŜƴǘƭȅ ǘƘŜ levy is only applied 
to an estimated 30 per cent of all waste disposed of to land. Not only does this 
relatively narrow application of the levy allow the potential for operators to minimise 
or avoid levy obligations, it also means the incentive effect of ǘƘŜ ƭŜǾȅ ƛǎ ƭƛƳƛǘŜŘΦέ7 

One of the key issues is there is little national consistency in how non-levied sites are 
regulated and monitored.  Regulation of fill sites is mandated under the Resource 
Management Act 1991 (RMA).  There are no national standards for regulation of fill sites 
and so rules are set at a regional level. All regional authorities require resource consents 
for solid waste disposal.  IƻǿŜǾŜǊ ŘƛǎǇƻǎŀƭ ƻŦ ΨŎƭŜŀƴŦƛƭƭΩ ƳŀǘŜǊƛŀƭ is either a permitted 
activity or is permitted below certain threshold quantities.8  Cleanfill definitions can vary 
at the regional level although most have adopted or referenced the 2002 Cleanfill 
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 Ministry for the Environment. 2014. Review of the effectiveness of the waste disposal levy, 2014 in 

accordance with section 39 of the Waste Minimisation Act 2008. Wellington: Ministry for the Environment. 
P 12. 
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Guidelines definitions9.  Adding to the inconsistency is the fact that, because consents 
are issued on an individual facility basis, the conditions that are applied and the 
requirements for reporting and monitoring on compliance with those conditions can 
vary by facility. In general, older consents have fewer consent conditions and varying 
definitions of cleanfill.10  This lack of consistency makes it virtually impossible to know at 
a national level the quantities of material going to these types of sites, the composition 
of the material, and to track trends over time.  There is anecdotal evidence to suggest 
that there are issues with material being disposed of into non-levied sites that does not 
comply with consent conditions or permitted activity rules.  However, there is no data on 
the extent to which this is an issue. 

Rural Waste 

Rural waste that is disposed of on farms is another similar issue that has seen increasing 
focus in recent years.  Work by the Canterbury, Waikato, and Bay of Plenty regional 
councils has attempted to quantify the issue and identify the risks associated with on-
farm disposal.  The Canterbury study concluded: 

άΧфн҈ ƻŦ ǘƘŜ ǎƛǘŜǎ ǎǳǊǾŜȅŜŘ ǳǎŜŘ ǘƘŜ Ψо.Ω όōǳǊƴΣ ōǳǊȅ ŀƴŘ ōǳƭƪ ǎǘƻǊŜ ƛƴŘŜŦƛƴƛǘŜƭȅύ 
disposal strategy. Simply speaking this means the NNRW [Non-Natural Rural Wastes] 
could eventually be detected in the streams, rivers, and groundwater of Canterbury. It 
also means that a legacy is being created in and on the land for future generations to 
ŘŜŀƭ ǿƛǘƘ ŀǎ ǿŜƭƭ ŀǎ ŀ ƭŜƎŀŎȅ ŦƻǊ ǘƘŜ ŜŎƻǎȅǎǘŜƳǎΧέ11 

Although there are available solutions which operate in different parts of the country to 
collect rural waste and recover or dispose of it within the formal waste management 
system, extending these solutions so that they are widely and economically available and 
are used by all farms is a more difficult proposition.  The New Zealand Rural Waste 
Minimisation Project run by Environment Canterbury is undertaking detailed 
consideration of the key options to determine which ones are most feasible for wider 
application.12 

Food Waste 

Food waste is identified as a specific issue in this context because it remains the largest 
single fraction of household waste (40%)13 and one of the largest sources of waste to 
Class 1 disposal.  In the UK and Europe, separate collection of household food waste is 

                                                      

 
9
 Ministry for the Environment. 2002. A Guide to the Management of Cleanfills 
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 SKM 2008. Waste Facilities Survey - Methodology and Summary of Results. Prepared for Ministry for the 
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 Environment Canterbury (2013) Non-natural rural wastes - Site survey data analysis. August 2013 
prepared by GHD 
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 Environment Canterbury (2017) New Zealand Rural Waste Minimisation Project: Milestone 4 Phase II: 
Detailed Business Cases, prepared by True North Consulting 
13

 Data from: Waste Not Consulting (2009) Household sector waste to landfill in New Zealand.  Prepared 
for Ministry for the Environment 
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widespread and well established14 but, despite the existence of proven systems to 
collect and process the material, take up of such systems in New Zealand has been slow 
and they are yet to be widely implemented15.  Although there are some technical 
barriers, the principal reason is cost: simply put, the cost of processing (allowing for 
revenue) collected food waste usually exceeds the cost of landfill disposal.  It would be 
expected therefore that increased collection of this waste stream would be sensitive to 
changes in the cost of disposal. 

Construction and Demolition Waste 

We estimate that construction and demolition type waste accounts for over half of 
material that is sent to disposal (Refer to Appendix A.3.1). Most of this is inert material 
such as rubble and concrete, the majority of which is disposed of at Class 4 facilities 
(cleanfills).  However there are also large quantities of timber waste, plasterboard, and 
metal (for more detail on estimates of the quantities and activities sources of material in 
the waste stream refer to Appendix A.3.1).  Much of the construction and demolition 
waste could be recovered, including concrete and rubble, which can be processed and 
sold as aggregate.16  However, the low cost of disposal for this material ς particularly to 
non-levied sites ς does not incentivise its recovery.  If further progress is to be made in 
respect of this waste stream then a well-structured Levy regime that takes account of all 
fill sites is likely to be important. 

Illegal Dumping 

One of the concerns in respect of increasing the cost of disposal through increases to the 
Levy is the potential for material to be disposed of illegally.  This question was 
specifically addressed in the 2011 Levy review through a survey of TAs.  The survey 
found the following: 

Of the 66 councils that responded to the WasteMINZ and Ministry for the 
Environment survey, 56 reported incidences of illegal dumping. For those responses 
comparing the 2008/09 and 2009/10 reporting periods, 20 out of 26 (77%) indicated 
a decline in the number of incidents of illegal dumping. Forty-four of the 48 councils 
(92%) that reported annual tonnages collected from illegal dumping indicated that 
they collect less than 1000 tonnes annually.17 

                                                      

 
14

 The drivers for collection of organic waste are different in these markets including restrictions on the 
quantities of biodegradable municipal waste allowed to be landfilled under the European Landfill 
Directive, incentives such as Renewable Obligations Credits for low carbon energy generation, and 
effective local authority monopoly on household waste collections. 
15

 At the time of writing, Christchurch and Timaru collect food comingled with garden waste, a food waste 
collection has been announced for Auckland and systems are being considered for roll out in, Hamilton 
and the Wairarapa. 
16

 There are successful enterprises such as Green Gorilla, Green Vision, and Ward Demolition currently 
operating that process and sell this material. 
17

 Ministry for the Environment. 2011. Review of the effectiveness of the waste disposal levy 
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There have been numerous changes over the years in respect of the cost of waste 
disposal in NZ, and there remain large regional differences in the costs of waste disposal.  
However there is no evidence to suggest that there has been a significant change in the 
incidence of illegal dumping over time, or that regions with higher disposal costs 
necessarily have higher incidence of illegal dumping.  It should be noted that a part of 
the reason for the lack of evidence may simply be a lack of reliable data ς both before 
and after changes are introduced. 

A review of international illegal dumping literature similarly showed no firm conclusions 
about the relationship between illegal dumping and other waste management 
practices18.   

In general the literature suggests that the factors that lead to illegal dumping are 
relatively complex and inter-related, and that it is likely to take a convergence of factors 
before illegal dumping becomes a significant issue. 19  Therefore while the cost of 
disposal is a risk factor, it is not sufficient in itself to drive increases in illegal dumping 
and it is possible to mitigate against illegal disposal through adequate education, 
monitoring and enforcement, and provision of convenient and cost effective waste 
management options20 

Illegal disposal sites impose a number of costs on the community including the cost of 
cleanup, loss of amenity and potentially loss of levy revenue.  Enhanced enforcement of 
illegal disposal is likely to have benefits in terms of reducing these costs to the 
community. 

The issue of illegal dumping is discussed further in A.1.7.2 

 

2.1.3.3 Waste to Disposal over Time 

As noted above, reliable time series data is only available for waste that has been 
disposed of at levied disposal sites since the introduction of the levy. This is shown in the 
chart below. 
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 As referenced in: Eunomia, 2014 Service Review: Review of Illegal Dumping. Prepared for Hamilton City 
Council) 
19

 Based on: ¦/[ Wƛƭƭ 5ŀƴŘƻ LƴǎǘƛǘǳǘŜ ƻŦ /ǊƛƳŜ {ŎƛŜƴŎŜ όнллсύ άCƭȅ-ǘƛǇǇƛƴƎΥ /ŀǳǎŜǎΣ LƴŎŜƴǘƛǾŜǎ ŀƴŘ {ƻƭǳǘƛƻƴǎέ 
available at www.defra.gov.uk 
20

 NSW Govt. NSW Illegal Dumping Strategy 2017ς20 
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Figure 2-2: Waste to Levied Disposal Sites by Year 

 

Source: http://www.mfe.govt.nz/waste/waste-disposal-levy/monthly-levy-graph 

Figure 2-2 indicates that while the quantities of material to landfill remained relatively 
constant from 2009 to 2012/13, they have climbed steadily since resulting in a 29% 
increase in disposal from 2012/12 to 2015/16.  

It is likely that some of this increase may be due to how material that is diverted after 
entering the landfill is accounted for.  The last Levy review in 2014 noted that 24 per 
cent of waste material entering disposal facilities is being classified as Ψdiverted 
materialΩ. Of this, only 3 per cent is being removed from site, while 21 per cent is being 
classified as diverted and used on site, and that the use of material on site άΦΦcontradicts 
the policy intent for the levy, which was that the levy would apply to all waste material 
disposed of at a disposal facility..έ21. It is our understanding that the Ministry has 
clarified the application of the diverted material provisions, and this may have led to a 
change in the quantity of material classified as disposed of at levied sites.   

However, while this could account for a large proportion of the change since 2014, it 
does not account for the change prior to that time.  It is likely that changes in population 
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 Ministry for the Environment. 2014. Review of the effectiveness of the waste disposal levy, 2014 in 
accordance with section 39 of the Waste Minimisation Act 2008. Wellington: Ministry for the Environment. 
P 32. 

 



 

12    30/05/2017 

and GDP are also a factor, as these indicators show a strong correlation to waste 
generation and disposal over time.22   

Another observable trend in waste management in New Zealand has been the 
consolidation of material sent to disposal from small, local (usually council owned), 
landfills to large regional facilities (usually private sector, or public/privately owned). This 
is shown in Figure 2-3. The latest available data (2016) indicates that 33 Class 1 landfills 
were in operation. 

Figure 2-3: Number of Class 1 Disposal Facilities in Operation 

 

Sources: Ministry for the Environment (2007) The 2006/07 National Landfill Census, Ministry for the 
Environment (2014) New Zealand Non-Municipal Landfill, October 2014, 2016 data compiled from TA 
Waste Assessments. 

This flow of material from numerous small to fewer larger facilities has been driven 
primarily by an increased focus on environmental performance.  This has resulted in the 
closure of many smaller (often remote) landfills and an increase in the design, 
construction and operation costs for remaining landfills.  The cost of compliance with the 
RMA has meant that smaller facilities have higher fixed costs, which necessitates higher 
pricing to ensure cost recovery.  Conversely, the larger facilities are able to have 
relatively low fixed costs in relation to their capacity.  This price differential has meant 
regional facilities are able to attract waste from a large catchment and be competitive 
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 These changes are discussed further in Appendix A.3.3 
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even taking account of transport costs.  As tonnage moves from the smaller facilities to 
the larger ones, this results in less tonnage across which the small facilities can spread 
fixed costs, leading to price pressure which has further fuelled the flow of material to the 
large facilities. 

2.1.3.4 Impact of the NZ Emissions Trading Scheme (ETS) 

The NZ ETS was introduced in 2010 and, from 2013, landfills have been required to 
surrender New Zealand Emissions Units (NZUs) for each tonne of CO2 (equivalent) that 
they produce.  Up until recently, however, the impact of the NZETS on disposal prices 
has been very small. There are a number of reasons for this: 

¶ The global price of carbon crashed during the Global Financial Crisis in 2007-8 
and been slow to recover.  Prior to the crash it was trading at around $20 per 
tonne.  The price has been as low as $2, but since in June 2015 the Government 
moved to no longer accept international units in NZETS the NZU price has 
increased markedly (currently sitting at around $17 per tonne).23   

¶ The transitional provisions of the Climate Change Response Act meant that 
landfills only had to surrender half the number of units they would be required to 
otherwise. These transitional provisions however are now being phased out and, 
between 1 January 2017 and 1 January 2019, landfills will move towards 
surrendering their full NZU liabilities.24 

¶ [ŀƴŘŦƛƭƭǎ ŀǊŜ ŀƭƭƻǿŜŘ ǘƻ ŀǇǇƭȅ ŦƻǊ Ψŀ ƳŜǘƘŀƴŜ ŎŀǇǘǳǊŜ and destruction Unique 
Emissions Factor (UEF)Ω.  This means that if landfills have a gas collection system 
in place and flare or otherwise use the gas (and turn it from Methane into CO2) 
they can reduce their liabilities in proportion to how much gas they capture.  Up 
to 90% capture and destruction is allowed to be claimed under the regulations, 
ǿƛǘƘ ƭŀǊƎŜ ŦŀŎƛƭƛǘƛŜǎ ŀǇǇƭȅƛƴƎ ŦƻǊ ¦9CΩǎ ŀǘ ǘƘŜ ǳǇǇŜǊ ŜƴŘ ƻŦ ǘƘŜ ǊŀƴƎŜΦ 

Taken together (a low price of carbon, two for one surrender only required, and 
methane destruction of 80-90%) these mean that the actual cost of compliance with the 
NZETS has until recently been negligible, particularly for larger facilities claiming high gas 
capture.  

However, the removal of the transitional provisions and the increase in the price of NZUs 
has meant that those landfills without gas capture, or with lower levels of claimed gas 
capture, are now faced with increasing costs of compliance.   

While it is early days in the removal of the transitional provisions, it might be expected 
that the increased cost of compliance would lead to increased diversion of material from 
landfill.  However, based on the fact that the current ETS policy settings are likely to 
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disproportionately impact small facilities with no (or low levels of) gas capture, our 
expectation is that the main impact from increases in the price of NZUs and the 
attendant liabilities will be to increase the flow of material from small facilities to large 
facilities with high gas capture, rather than to incentivise higher levels of recovery 
(although this may occur, we expect the impact to be small and relatively localised).  In 
other words, we expect the ETS will push prices up (to reflect increased landfill and 
transport costs) but not by the amount that is implied by the prevailing carbon price.  
The price increase will affect areas serviced by smaller landfills, which means the 
majority of the tonnage (roughly two-thirds) that goes to landfills with high gas capture 
will be only marginally affected by increased ETS costs. 

Allowing for the flow of materials to high capture facilities we calculate that if the cost of 
NZUs were to reach $45 by 202525 the net impact of the NZETS would be an average 
increase in the cost of disposal in the order of $12 - $13 per tonne (refer to Appendix 
A.3.3.3).   

The way the scheme has been structured to date also results in some inconsistencies in 
the way it is applied ς for example Class 2-4 landfills and closed landfills do not have any 
liabilities under the scheme.  Further, the default waste composition (rather than a 
SWAP) can be used to calculate the theoretical gas production, which means landfill 
owners have an incentive to import biodegradable waste, which then increases gas 
production and which can then be captured and offset against ETS liabilities.   

In brief, based on the above analysis, although the ETS may result in some increase in 
disposal costs over time, we do not expect this to be at a level that will drive significant 
diversion from landfill.  The ETS cannot therefore be relied on to achieve the same aims 
as the Levy. 

2.1.4 Revenue and Use of Levy Funds 

The total revenue closely tracks the total tonnages to landfill ς as would be expected.  
The main difference between Levy revenue and tonnes disposed of at levied sites is due 
to situations where a waiver of the Levy has been applied.  This is enabled in the 
legislation and can be applied in circumstances such as waste from natural disasters.  

As of the last Levy review in 2014 the Ministry reported that $114,781,966 of Levy 
revenue had been raised since its introduction, equivalent to the Levy being paid on 
approximately 98% of the tonnage to levied sites.  If this is applied to the most recently 
available tonnage figures (May 2016) this would suggest that in the order of $190 million 
has been raised by the Levy to that point. 
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 Mid range scenario used by central Governement in: Ministry of Business Innovation and Employment 
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The distribution of Levy funds as of the last review is shown in the graphic below: 

Figure 2-4: Allocation of Levy Revenue (to 2014) 

 

Source: Ministry for the Environment. 2014. Review of the effectiveness of the waste disposal levy, 2014 in 
accordance with section 39 of the Waste Minimisation Act 2008. Wellington: Ministry for the Environment. 

The data provided suggests that 49% of levy funds have gone to TAs, 45% to Waste 
Minimisation Fund projects and 7% to administration. 

TA Spending 

Data from the 2014 review suggests that nationally, Levy revenue has resulted in an 
increase in spending by TAs on waste minimisation.  However, it also noted that about 
30% of the allocated funds were unspent, and that nearly half of the revenue allocated 
to TAs is spent on existing services.  While spending on existing services is not expressly 
prohibited under the WMA, it is considered inconsistent with the policy intent.  The 
review concluded that spending on existing services άΦΦƛƴŘƛŎŀǘŜǎ ǘƘŀǘ ǎƻƳŜ ŎƻǳƴŎƛƭǎ Ƴŀȅ 
be using levy money to offset the cost of running existing waste minimisation services 
(such as kerbside recycling), with no additional net waste minimisation benefit resulting 
ŦǊƻƳ ǘƘŜ ŀŘŘƛǘƛƻƴŀƭ ƭŜǾȅ ŦǳƴŘƛƴƎΦέ26 

While there is provision in the WMA for the Minister to set performance standards for 
TAs (Section 49), this provision has not been utilised to date.  Reporting on Levy 
spending is currently voluntary, and the quality of data available makes it difficult to 
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judge whether Levy spending by councils has been effective in promoting and achieving 
waste minimisation.   

Under the WMA half of the levy revenue must be allocated to TAs, therefore, how that 
money is spent will be critical to determining the overall impacts from Levy expenditure. 
There could be some concern therefore that, if the revenue increases substantially (as it 
could under a higher rate of Levy), the money allocated to TAs may not be spent 
effectively.  Thus, there may be an argument to suggest that, if substantially higher 
revenues are received, performance standards should be put in place that align spending 
with national strategic objectives. 

Waste Minimisation Fund 

The Waste Minimisation Fund allocates approximately 45% of the Levy through a 
contestable process.  The criteria for the fund are set by the Minister.  To date the 
allocation of funds has not been well aligned with strong strategic waste minimisation 
goals. The 2014 review noted that:  

άWMF funding appears to have been predominantly applicant-driven, with funding 
decisions based on general assessment criteria and without targeted priorities. This 
has resulted in an ad hoc range of funded projects. While it was always intended that 
WMF funding should be available as a catalyst for new and innovative waste 
minimisation initiatives, there is scope to operate the fund in a more strategic way, 
ŜƴǎǳǊƛƴƎ ŦǳƴŘƛƴƎ ƛǎ ŀƭǎƻ ŀǾŀƛƭŀōƭŜ ŦƻǊ ǇǊƻƧŜŎǘǎ ǘƘŀǘ ǎǳǇǇƻǊǘ ǘƘŜ bŜǿ ½ŜŀƭŀƴŘΩǎ ǿŀǎǘŜ 
minimisation priorities.έ27  

The Ministry has more recently made efforts to put a stronger strategic focus on the 
WMF.  In 2013, the Ministry developed a framework for assessing waste streams by 
priority. Under the framework waste types are assessed against three criteria ς risk of 
harm, quantity of waste, and benefits from minimisation.  The WMF then prioritises 
applications that deal with the highest ranking waste streams.  In addition, in previous 
rounds, the WMF has targeted funding at particular types of projects.  For example, in 
2015 it opened a second round of funding for projects specifically focussed on securing 
markets for end-of life tyres and, in 2016 sought projects that address litter.  

The tonnages reported as diverted through WMF funded projects are shown in the 
figure below: 
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Figure 2-5: Tonnes of Waste Minimisation Reported from WMF Projects 

 

Source: Ministry for the Environment. 2014. Review of the effectiveness of the waste disposal levy, 2014 in 
accordance with section 39 of the Waste Minimisation Act 2008. Wellington: Ministry for the Environment. 

The Ministry notes that ά5ŀǘŀ ƻƴ ƭƻƴƎ-term processing tonnages from WMF projects is 
limited due to the fact that there is currently no established system for capturing 
ƛƴŦƻǊƳŀǘƛƻƴ ŀōƻǳǘ ǇǊƻƧŜŎǘǎ ŀŦǘŜǊ ǘƘŜƛǊ ŦǳƴŘƛƴƎ ŘŜŜŘǎ ŜȄǇƛǊŜΦέ 

Conclusions 

There is an overall lack of a clear strategic focus for the both the WMF and TA spending 
of levy revenue.  However, this is perhaps attributable to the lack of clear actions that 
arise from the New Zealand Waste Strategy 2010 (NZWS).  The NZWS sets two high level 
goals: to reduce the harmful effects of waste, and; to improve the efficiency of resource 
use.  However, it does not provide a road map for how action is to be taken to achieve 
these goals.  There is no identification of key issues, gaps, and of the roles of the central 
and local government and the private and community sectors in addressing these.  If 
Levy income is to be spent effectively in the future, then a clear strategic framework will 
be important to enable this.28   

2.1.5 Outcomes of Previous Reviews 

There have been two reviews of the effectiveness of the Levy, an initial review in 2011 
and the last review in 2014.  It is noted that the current review of the Levy is in process, 
and conclusions from this review are not reflected here. 
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2.1.5.1 2011 Review 

This review took place two years after the introduction on the Levy and was substantially 
focused on whether the administrative structures were in place and functioning 
correctly.  The review concluded that it was too early to determine whether WMF 
funded projects were successful, or whether the cost of waste disposal had been 
increased to recognise that disposal imposes costs on the environment, society and the 
economy.29 

2.1.5.2 2014 Review 

The 2014 was more comprehensive and provided a range of recommendations. 

The review noted that there were a number of issues with respect to the structure of the 
Levy, in particular that it only applied to facilities that accept household waste (disposal 
facilities under the WMA), and that there has been inconsistent application of the Levy 
ǘƻ ΨŘƛǾŜǊǘŜŘ ƳŀǘŜǊƛŀƭǎΩΦ  Lǘ ŎƻƴŎƭǳŘŜŘ ǘƘŀǘ άThe priority is to ensure the levy is being 
applied in a fair and effective way before any consideration is given to increasing the rate 
ƻŦ ǘƘŜ ƭŜǾȅέ30. 

The recommendations from the review were: 

1) Investigate options to clarify the legislation so that the levy is consistently applied 
at disposal facilities. 

2) Investigate making additional waste disposal sites subject to the levy obligations. 
3) Investigate options for setting rules on how territorial authorities spend levy 

funds. 
4) Investigate options to require reporting from territorial authorities on levy 

spending and outcomes in relation to their broader responsibilities to encourage 
effective and efficient waste minimisation under the Act. 

5) Continue investigating options to operate the Waste Minimisation Fund in a 
more strategic way, ensuring funding is available for projects that support New 
½ŜŀƭŀƴŘΩǎ ǿŀǎǘŜ ƳƛƴƛƳƛsation priorities. 

6) Undertake targeted data collection of key waste minimisation infrastructure and 
services in New Zealand to establish a baseline against which improvements can 
be measured. 

7) Develop a framework and agreed metrics to evaluate the medium- and long-term 
outcomes of levy funding, including considering the wider environmental, social, 
economic and cultural benefits of waste minimisation funding. 

8) Investigate options to require Waste Minimisation Fund recipients to report on 
the ongoing outcomes of projects after funding ceases. 
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9) Undertake further work to better understand how factors such as cost and 
convenience are influencing disposal patterns and consider options to make 
alternatives to disposal more attractive than landfill. 

10) Consider ways to support user-pays pricing systems for waste disposal that would 
allow waste disposers to better respond to price signals. 

11) Investigate options to establish the ongoing data collection required to evaluate 
long-term waste minimisation outcomes. 

Most of the above recommendations appear very sensible, although there is a 
ǇǊŜŦŜǊŜƴŎŜ ŦƻǊ ΨƛƴǾŜǎǘƛƎŀǘƛƴƎΩ ǊŀǘƘŜǊ ǘƘŀƴ ǘŀƪƛƴƎ ŀŎǘƛƻƴΦ  While investigation is a 
necessary precursor to action, there does not appear to have been a consistent work 
programme in place to address the above recommendations.  The recommendation that 
we would consider is missing from the above list is essentially the subject of this report: 
to investigate the potential impacts of changes to the rate and structure of the Levy and 
to identify an appropriate rate and structure that will most effectively deliver on its aims. 

The Ministry has rightly identified that, if the structure of the Levy is not correct, and 
that if there is inadequate monitoring and enforcement, raising the rate of the Levy 
could lead to unintended consequences such as more material going to non-levied sites 
or illegal disposal.  However, we do not subscribe to the view that this means that 
consideration cannot be given to the rate of the Levy in advance of having the right 
structures in place.   

Our view is that it is necessary to first understand what an effective Levy regime should 
look like, which includes consideration of the rate of the Levy as well as appropriate 
enforcement, and then to map a sensible pathway to implementation of that regime. 

2.2 Problems with the Current Situation 

Setting aside issues regarding the lack of good quality data, which makes the impact of 
the Levy hard to evaluate, there are a number of key issues with the current Levy 
regime.  These are discussed briefly below: 

2.2.1 Levy Set Too Low to Influence Levels of Disposal 

There is no evidence to suggest that the introduction of the Levy at its current rate of 
$10 per tonne has led to a decrease in waste to disposal.  As noted from the most 
recently available data, quantities of waste sent to landfill have actually increased in the 
last few years (although the drivers for this are uncertain).  This finding is consistent with 
our knowledge of similar instruments introduced elsewhere which indicate that there is 
usuŀƭƭȅ ŀ ΨǘƘǊŜǎƘƻƭŘΩ ƭŜǾŜƭ ŀǘ ǿƘƛŎƘ ǎƛƎƴƛŦƛŎŀƴǘ ŘƛǾŜǊǎƛƻƴ ŦǊƻƳ ƭŀƴŘŦƛƭƭ ǎǘŀǊǘǎ ǘƻ ƻŎŎǳǊΦ31 
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 For example: Review of Solid Waste Levy, Zero Waste SA. Report prepared by Hyder Consulting, 2 
February 2007.  The threshold can be expected to relate to the net effect of different thresholds for key 
materials.  In this regard, the thresholds for the largest components of the waste stream that can be 
readily diverted (e.g. organic waste, C&D type waste) would be expected to drive the overall threshold. 
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With the rate set at its current level it is apparent that it is too low to influence key 
strategic waste management decisions in respect of recovery.  This is particularly the 
case for key waste streams such as food waste and C&D waste.  Until the Levy is set at a 
higher level it is likely that its main impact will continue to be to simply accumulate funds 
that can be applied to waste minimisation activities. 

2.2.2 Application of the Levy Only to Class 1 facilities 

One of the key constraints on the effectiveness of the Levy is that it is only applied to 
sites that handle an estimated 30% of waste sent for disposal.  This narrow application of 
the Levy means that there will be an incentive for waste to migrate from levied sites to 
non-levied sites.  Not only does this avoid the Levy and any associated incentive for 
waste minimisation, but the material is generally going to sites that have lower levels of 
monitoring and environmental controls, and hence there is potential for negative 
environmental outcomes. Thus, at lower levels the levy would appear to incentivise 
waste to seek cheaper forms of disposal but, because recovery still appears relatively 
expensive, significant recovery is not incentivised. 

2.2.3 Inconsistent Monitoring and Enforcement of Non-levied Sites 

There is substantial inconsistency in the monitoring and enforcement of disposal at non-
levied sites, including on farms.  Not only does this mean a paucity of reliable data on the 
actual quantities and composition of material being disposed of, but it means that there 
is limited ability to ensure that material is going to the most appropriate form of 
disposal.  Without improvements in how sites other than Class 1 disposal facilities are 
regulated, any changes to the rate of the Levy could potentially result in unintended 
consequences. 

2.2.4 Use of Levy Funds 

Although there have been some recent improvements in the strategic focus of the Waste 
Minimisation Fund, over all there is a lack of a clear strategic approach around how the 
Levy funds can best be applied to achieve outcomes consistent with its intent. This 
applies not just to WMF projects but also to the spending of Levy income by TAs.  Ideally 
there would be a clear strategic plan of action set at a national level, with the Levy funds 
providing resource to carry out the plan of action, and clear roles for central and local 
government as well as the private and community sectors.  For example, funding could 
be directed towards some of the areas identified here as necessary to improve the 
functioning of the Levy, such as enhanced monitoring and enforcement, addressing data 
gaps, providing infrastructure and services in rural areas, or investing in recovery 
services and infrastructure to ensure there is sufficient alternative capacity (that is cost 
competitive with disposal) to process recovered materials. 32 
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 Alternatively, although it is outside of current legislative provisions and outside the scope of this report 
to consider, a longer term option for revenues from the Levy that are not spent within the sector is for 
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2.3 Cost of Disposal and the Waste Hierarchy 

The internationally recognised waste hierarchy is shown in the following chart. 

 

The intention of the hierarchy is that actions at the top of the hierarchy should have 
preference over those at the lower levels.  While there is widespread agreement that 
this is a useful guide for action from an environmental perspective, the reality is that 
waste management decisions are influenced by considerations of cost, and the costs do 
not always support implementation of the hierarchy. Fundamentally, if disposal costs are 
low, then the activities in upper tiers of the hierarchy, whose financial/commercial 
rationale rests on the avoided costs of disposal, are less likely to be taken.33  

                                                                                                                                                               

 

them to be transferred to the Treasury for use in financing expenditures within the national budget. For 
ŜȄŀƳǇƭŜΣ ǊŜŘǳŎƛƴƎ ƭŀōƻǳǊ ǘŀȄŜǎ ŀǎ ǇŀǊǘ ƻŦ ŀ ǎǘǊŀǘŜƎƛŎ ΨǘŀȄ ǎƘƛŦǘΩ ǇǊƻƎǊŀƳƳŜΦ  ¢Ƙƛǎ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ŀ ŎƘŀƴƎŜ ǘƻ 
the WMA. 
33

 A goal of the New Zealand Waste Strategy is ǘƘŜ ΨŜŦŦƛŎƛŜƴǘ ǳǎŜ ƻŦ ǊŜǎƻǳǊŎŜǎΩΦ  wŜǎƻǳǊŎŜ ǳǎŜ ƛǎ ƳƻǊŜ 
efficient at the higher levels of the hierarchy. 
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Thus, in order to divert waste from a lower level of hierarchy (e.g. disposal at landfills) to 
a higher level (e.g. recycling), it is necessary to provide regulatory measures (e.g. landfill 
ban) or economic instruments (e.g. landfill levy or subsidies). However, economic 
instruments are often preferred over regulatory measures, as the former is generally 
more efficient than the latter. Regulatory measures such as landfill ban could divert 
waste from landfill to incineration instead of recycling if cost of incineration is lower than 
recycling. On the other hand, a carefully designed economic instrument, for example, 
the combination of landfill levy and incineration levy, could make recycling more cost-
effective than disposal to landfill or incineration. 

The OECD makes the following comment about efficiency of economic instruments:34 

άThere are good theoretical reasons to believe that economic instruments offer the 
potential for substantial static and dynamic efficiency gains, compared to traditional 
command and control regulation. Economic incentives offer two important 
ŀŘǾŀƴǘŀƎŜǎ ƻǾŜǊ ǘǊŀŘƛǘƛƻƴŀƭ άŎƻƳƳŀƴŘ ŀƴŘ ŎƻƴǘǊƻƭέ ǊŜƎǳƭŀǘƛƻƴΦ CƛǊǎǘΣ ǘƘŜȅ ŀƭƭƻǿ 
business and others to achieve regulatory goals in the least costly manner. Second, 
market incentives reward the use of innovation and technical change to achieve these 
goals.έ 

In addition, subsidy schemes are difficult to ensure the money is spent in the most 
efficient way and in the right places, and market support activities (e.g. renewable 
energy, recycled content) would not necessarily ensure high diversion from landfill. 
Perversely, supporting renewable energy may support continued landfilling as landfill 
gas can be used to generate renewable energy. 

2.3.1.1 Waste Disposal and Recovery 

Waste disposal costs (i.e. bulk rates at the landfill) can vary significantly ($20- $190), but 
the average in New Zealand is determined to be in the order of $75 per tonne for active 
waste, and $10 per tonne for inert (cleanfill) waste (refer to Appendix A.4.4.2). 

In comparison, recovery of putrescible material (e.g. food waste) can cost between $80-
$160 per tonne, and processing of construction and demolition materials can cost 
between $5-40 per tonne (refer to Appendix A.4.4.2).  Recycling of some materials can 
be cheaper than disposal due to the value of the materials, however, when recycling 
markets are low material may not have sufficient value to make their recovery 
economically viable. Other materials can be more expensive to recycle due to the low 
material values, or the most complex collection and/or sorting operations that are 
required to ensure high capture rates. The collection costs are also an major part of the 
overall costs of waste management. This is important in New Zealand where 
transportation can be costly due to the nature of the geography. These costs are also 
included in the model. 
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 https://www.oecd.org/gov/regulatory-policy/35260489.pdf  

https://www.oecd.org/gov/regulatory-policy/35260489.pdf
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2.3.1.2 Incineration 

There is no large scale incineration or other forms of energy from waste (EfW) in New 
½ŜŀƭŀƴŘ ŀǘ ǇǊŜǎŜƴǘΣ ŀƭǘƘƻǳƎƘ ƘƛǎǘƻǊƛŎŀƭƭȅ ǘƘŜǊŜ ǿŜǊŜ ŀ ƴǳƳōŜǊ ƻŦ ΨŘŜǎǘǊǳŎǘƻǊǎΩ ǘƘŀǘ 
burned municipal waste35.  Although the option of incineration has been considered 
from time to time, no modern EfW facilities have been established.36  The principal 
reason appears to be the relatively high cost compared to large scale landfill.  In 2012 
Auckland Council commissioned a report into Energy from Waste as a possible option for 
the City.  The report concluded that άΦΦǘƘŜǊŜ ƛǎ ƴƻ ŎƭŜŀǊ ƛƴŘƛŎŀǘƛƻƴ ŀǘ ǘƘƛǎ ǎǘŀƎŜ ǘƘŀǘ 
economic drivers are in place to ensure viability of WTE [Waste to Energy] in the 
!ǳŎƪƭŀƴŘ ǿŀǎǘŜ ƳŀǊƪŜǘΦέ37. 

The study identified that combined capex and opex costs for a 200,000 tonne per annum 
incinerator would range between $140 and $210 per tonne.  Taking account of income 
from electricity generation this would indicate gate fees of between $100 - $170 per 
tonne (average $135) would be required.38 A facility of this size or larger is likely to be 
necessary to be economic viable, and as such it would need to be located near to a large 
population centre to be able to ensure sufficient feedstock (i.e. Auckland). We have 
assumed in this study that the average cost of landfill disposal in NZ are around $75 per 
tonne, however the costs for the large facilities serving Auckland can be as low as $35-
$40.  Assuming a cost for incineration of around $135, this would suggest that if levy 
rates were to increase to around $90 - $100 per tonne then incineration could become 
an economically viable disposal option as a replacement for existing disposal facilities. 

2.3.1.3 Costs of Collection 

Estimated average costs of collection are shown in Appendix A.4.4.3. The average costs 
of collection (together with the average costs identified for processing and disposal) 
were used as the basis for a cost modelling exercise39.  The aim of the exercise was to 
determine the impact of increasing levy on status quo diversion versus high diversion 
(increased recycling plus organic waste collection) collection scenarios.  The exercise 

                                                      

 
35

 For example Auckland (closed 1960s), Otahuhu (closed 1965) Wellington (closed 1946) and Christchurch 
(closed 1947) all had facilities for burning municipal waste. From: Ministry for the Environment (2014) 
Incorporating Waste Minimisation Act Data into New Zealand Greenhouse Gas Emissions Estimates.  
Prepared by Eunomia Research & Consulting and Waste Not Consulting 
36

 For example Olivine had a proposal to build an incinerator at Meremere, Waikato District in the late 
1990s.. The ex-Holcim cement works site in Westport is under consideration as a location for establishing a 
large scale EfW facility that would import waste, post-sorting, for treatment.  However, the project is not 
yet confirmed, and whilst some financial figures have been quoted publicly, given that the facility is some 
way from being financed or constructed, the figures quoted are not considered reliable at present. 
37

 Campbell MacPherson (2011) Waste to Energy for Auckland Discussion Paper.  Prepared for Auckland 
Council 
38

 https://www.transpower.co.nz/system-operator/security-supply/wholesale-pricing. A wholesale price of 
$0.05 - $0.06/kwh is assumed  
39

 ¢ƘŜ Ŏƻǎǘ ƳƻŘŜƭƭƛƴƎ ŜȄŜǊŎƛǎŜ ǿŀǎ ŎƻƴŘǳŎǘŜŘ ǳǎƛƴƎ 9ǳƴƻƳƛŀΩǎ ǇǊƻǇǊƛŜǘŀǊȅ ŎƻƭƭŜŎǘƛƻƴ Ŏƻǎǘ ƳƻŘŜƭ ΨIŜǊƳŜǎΩΦ  
Further explanation of the cost modelling is provided in Appendix A.4.4.6 

https://www.transpower.co.nz/system-operator/security-supply/wholesale-pricing
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indicated that with the current cost of landfill (assumed to be an average of $75 per 
tonne), high diversion collection systems are more expensive than the status quo 
systems.  High diversion is therefore unlikely until the levy reaches around $80 -$90 per 
tonne at which point it starts to become cheaper to collect food waste, and dry 
recyclables from more challenging areas, for recovery than to dispose of it. This rate 
represents a threshold level where more significant diversion would occur, which is a 
different concept from elasticities of demand which represent a smoother relationship 
between price and demand. 
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3.0 Options for Changes to the Levy 

3.1 Expectations based on International Experience 

As discussed in Appendix A.1.0, the landfill levy is being used as an economic instrument 
for stimulating waste reduction, and increase reuse and recycling in many European 
countries as well as in Australia. A properly designed landfill levy could be used to 
achieve and/or create incentives for the following: 

¶ Waste disposal to landfills is minimised to the extent possible; 

¶ Resources are recycled bringing them back in to the circular economy, waste is 
minimised; 

¶ The waste sector provides additional jobs; and  

¶ Economic growth and gross value added (GVA) is maximised. 

However, it is important to recognise the potential perverse effect of the levy (see 
Appendix A.1.7), and ensure that: 

¶ Waste is not diverted to EfW instead of recycling; 

¶ Waste is managed appropriately in the formal sector; 

¶ Unregulated disposal of waste in minimised; and 

¶ A proper monitoring and enforcement system is in place.  

Different countries adopt different levy rates, structures, and supporting policies to 
when designing and implementing a landfill levy. Figure 3-1 depicts the current levy rates 
for different countries (in NZ $). It can be observed that most countries have a 
significantly higher rate than NZ, with UK having the highest levy rate of $162. 

Figure 3-1: Levy Rates for Active Waste in Different Countries, NZ $ 
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Review of levy structures in other countries shows the following main variants: 

¶ High rate for active waste and low rate for inert waste; 

¶ High rate for hazardous waste and low rate for non-hazardous waste; and 

¶ High rate for metropolitan areas and low rate for rural areas, as well as other 
regional variations in the levy rate. 

Setting different rates for active and inert waste is most common in the EU countries, 
where the levy rate for inert wastes are set at a much lower level than the rate for active 
wastes. This is because the environmental damages from landfilling inert waste are 
much lower than landfilling active wastes. Moreover the large quantities and low 
disposal costs result in significant marginal changes, even at low levy rates. 

Some of the countries in EU also implement different rates for hazardous wastes and 
non-hazardous wastes. However, it might not be ideal to regulate hazardous wastes 
using economic incentives as this can lead to illegal disposal with major environmental 
consequences. 

Setting different rates for metropolitan areas and rural areas, and/or other regional 
variations in rates are usually observed in large countries, such as Australia, where the 
transport cost is usually higher than the rate differentials due to lengthy distances. 
However, this type of variation, especially for small countries, will lead to Ψwaste 
tourismΩ if the rate differentials are higher than the costs of transporting waste from 
high rate areas to low rate areas, limiting the overall impact of the tax. 

3.2 Possible Changes under NZ Legislation 

The following changes are possible under Section 41 of the WMA: 

¶ Changes to the class of facilities that the Levy is applied to  

¶ The ability to apply the Levy to different classes of waste 

¶ Changes to the rate of the Levy and their application to different disposal 
facilities, classes of disposal facility or types of waste. 

Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ǳƴŘŜǊ {ŜŎǘƛƻƴ ол ǘƘŜ ²a! ΨǊƛƴƎ-ŦŜƴŎŜǎΩ ƛƴŎƻƳŜ ŦǊƻƳ ǘƘŜ Levy so 
that it must be used for waste minimisation. There is no provision for income from the 
Levy to go into the consolidated fund or to be used to offset other forms of government 
revenue. 

3.3 Modelling the Options for Changes to the NZ Levy 

Reflecting on the above discussion, our proposed waste disposal levy structure for NZ 
incorporates two distinct levy rates based on type of waste, rather than destination 
landfill class. These are: 

¶ Standard rate ς any waste not specified below; and 

¶ Lower rate ς this includes inert manufactured materials (concrete, brick, tiles) 
and natural materials soils, clays, gravel and rocks. Material that is not chemically 
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inert but is an aggregate-type material, e.g slag from the steel industry and ash, is 
also included here. This category effectively includes all waste categorised as 
rubble. This category excludes material from the VENM wastes from mining 
activities, for which it is assumed that no levy will be applied. 

It should be noted that the modelled levy rate differential based on materials disposed 
to landfill will have some additional monitoring and enforcement cost, which can be 
funded by the increase in levy revenue from higher levy rates. Detailed discussion on this 
can be found on Section 5.0. 

To capture the impacts of changes in the levy rate by different magnitudes, we have 
modelled 4 scenarios with the aforementioned levy structure covering all 4 classes of 
landfills. These are: 

¶ Scenario 1: Low improvement scenario ς The levy is set at a low rate with an aim 
to generate enough revenue for supporting enhanced inspection and 
enforcement requirements under the new levy structure; 

¶ Scenario 2: Enhanced recycling scenario ς The levy is set in the region where the 
business case to invest in quality recycling services is made, including biowaste 
collections; 

¶ Scenario 3: Minimal waste disposal scenario ς The levy is set to a very high rate 
which drives majority of waste from landfill, but also stimulates diversion to EfW; 
and 

¶ Scenario 4: Maximum recycling scenario ς The levy rate is same as scenario 3 
with an additional levy of $40 per tonne on EfW, which is driving a high level of 
recycling performance. 

The potential impacts under each scenario on waste disposal, recycling, employment, 
GVA, etc. are discussed in Section 4.0.    
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4.0 Impacts from Changes to the Levy 

4.1 Modelling the Impacts 

To evaluate the impacts of potential changes to the levy, we have developed a New 
Zealand specific landfill levy model in Excel© from first principles. A detailed description 
of the model can be found in Appendix A.2.0. The primary aim of the model was to 
ascertain the effectiveness of any of the proposed landfill levy rises against a baseline 
scenario in which the levy remains at its current rate. For this, we have modelled 4 
scenarios, which include different rates of the levy. These are presented in Table 4-1. 
Further details on various assumptions related to the modelled scenarios are discussed 
in Appendix A.4.0. 

It should be noted that the changes modelled are at the national level only.  It is 
recognised that there may be differences at the local and regional level which may be 
different in magnitude and even direction of impact from what is modelled here.40 
HoweverΣ ǿƘƛƭŜ ŀǎǎǳƳƛƴƎ ŀƴ ΨŀǾŜǊŀƎŜΩ ƴŀǘƛƻƴŀƭ ǊŀǘŜ ŀǎ ǿŜ ƘŀǾŜ ŘƻƴŜ ǿƛƭƭ almost 
certainly underestimate the impact in some areas and overestimate it in others, it is 
outside the scope of this report to model the local and regional impacts.  

The structure and the levy rates were rationalised in the previous section.  

Table 4-1: Modelled Scenarios 

# Scenario Maximum levy rate ($ per tonne) Incineration Levy 

Standard Inert  

1 Low improvement scenario $20 $2 - 

2 Enhanced recycling scenario $90 $10 - 

3 
Minimal waste disposal 
scenario 

$140 $15 - 

4 Maximum recycling scenario $140 $15 $40 

 

Changes in levy rate under each scenario were modelled using a tax escalator over a 7 
year period because it takes around 5-8 years to make infrastructural changes to the 
collection system to support increased recycling rates as a result of the levy increase. For 
each scenario, the Levy increases at a slow rate for the first three years, and then 
increases at a faster rate for the next four years to the proposed level to make the 
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 Refer to Appendix A.4.4.2 for further detail on gates fees and assumed ranges. 
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adjustment easier for the industry. The Levy rates for each year based on this escalator 
structure are provided in Table 4-2. 

 

Table 4-2: Modelled Levy Rates ($ per tonne) 

# Tax band 2017
1
 2018 2019 2020 2021 2022 2023 2024

2
 

1 
Standard $10 $11.67 $13.33 $15.00 $16.25 $17.50 $18.75 $20.00 

Inert $0 $0.33 $0.67 $1.00 $1.25 $1.50 $1.75 $2.00 

2 
Standard $10 $13.33 $16.67 $20.00 $37.50 $55.00 $72.50 $90.00 

Inert $0 $0.67 $1.33 $2.00 $4.00 $6.00 $8.00 $10.00 

3 & 4 
Standard $10 $15.42 $20.83 $26.25 $54.69 $83.13 $111.56 $140.00 

Inert $0 $1.00 $2.00 $3.00 $6.00 $9.00 $12.00 $15.00 

Notes: 

1. Current levy rates 
2. This rate is applied for all future years 

 

The model estimates the following impacts of changes to the Levy under different 
scenarios: 

¶ Change in the waste flows; 

¶ Change in revenue from the landfill levy; 

¶ Change in employment (i.e. the number of jobs associated with waste 
management activities); 

¶ Change in Gross Value Added (GVA); and 

¶ Change in material revenue from increased recovery. 

These are presented and discussed in the following sections. Impacts are presented by 
both a single year and over time (from 2015 to 2030). 2025 was chosen as the single 
year, as this represents a future year by which time the changes in the Levy considered 
under each scenario could realistically be expected to have taken effect, assuming they 
are announced in the near future. In addition, an estimated timeline of the impacts 
based on the modelled rate of changes in the levy is presented for each of the above 
impacts. 

4.2 Change in Waste Flows 

The change in waste flows are shown in Figure 4-1. Under scenario 1 the change is 
significantly smaller than under the other scenarios, due to the low rate of the Levy and 
the less cost effective alternatives available at this rate. Scenario 3 shows some diversion 
to EfW as the levy tipping point for this treatment type to become cost effective is 
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considered by the project team to be around $100 per tonne. So when the levy is $140 
per tonne some diversion to EfW could be expected. Under scenario 4 a levy of $40 per 
tonne on incineration is also included, which is assumed to price out EfW. Some of this 
waste will now be diverted to recycling under this scenario, as recycling is more cost-
effective option for these materials with increasing cost of incineration. Thus, the highest 
recycling rate will be achieved under scenario 4.   

Figure 4-1: Change in Waste Flows, thousand tonnes (2025) 

 

 

Figure 4-2 shows the changes in recovery rates under the modelled scenarios along with 
the baseline recovery rate between 2015 and 2030.41 The baseline rate is assumed to be 
constant at 35% throughout the entire period. The highest recovery rate of 60% is 
achieved under scenario 4. 
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 Recovery rates have been calculated after excluding the VENM wastes from the total waste generation, 
as the VENM waste cannot not be recycled due to their composition, and therefor skew the rates.  
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Figure 4-2: Recovery Rates over Time (2015 ï 2030) 

 

 

Table 4-3 shows the recycling rates by activity source for the four scenarios. The highest 
rates are for ICI and residential, as these are already at higher levels. The most significant 
relative changes are for waste streams with higher proportions of standard rate wastes, 
as the increase in price for these waste streams are much more significant than for inert 
wastes. 

Table 4-3: Recycling Rate by Activity Source in 2025, % 

Activity Source 1 2 3 4 

Domestic Kerbside 26% 48% 56% 69% 

Residential 56% 69% 73% 80% 

ICI 63% 73% 77% 82% 

Landscape 36% 48% 56% 61% 

C&D 30% 44% 55% 57% 

Special 4% 28% 43% 50% 

Rural 2% 4% 5% 6% 
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4.3 Change in Revenue from the Levy 

Additional revenue is expected to be obtained from increasing the levy, which is 
depicted in Figure 4-3. It can be observed that the significant increase in revenue occurs 
when switching from scenario 1 to scenario 2 (from about $50 million to over $200 
million), due to the large change in the levy rate (from $20 to $90 for the mixed active 
waste and $2 - $10 for the inert waste). Also scenario 3 and scenario 4 shows a decrease 
in levy revenue from scenario 2, which suggests that impact of reduction in waste 
landfilled on levy revenue outweighs the impact of increase in the levy rate.  

Figure 4-3: Change in Revenue, $ million (2025) 

 

 

The change in levy revenue under baseline and the modelled scenarios from 2015 to 
2030 are depicted in Figure 4-3. It can be observed that the increase in revenue is 
moderate under all scenarios for the first three years, which is consistent with the levy 
escalator structure. After that the levy revenues increase rapidly for scenario 2, scenario 
3 and scenario 4. 
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Figure 4-4: Annual Levy Revenue over Time (2015 ï 2030), $ million 

 

 

4.4 Change in Employment 

The total change in employment under each scenario is shown in Figure 4-5. Significant 
numbers of jobs are created once levy rates drive significant levels of change, most of 
which can be attributed to higher collection and reprocessing. Employment could 
increase by about 9,000 jobs per annum under Scenario 4. It should be noted that the 
reported figures include direct, indirect and induced effects on employment, estimated 
using an employment multiplier. Further details on the multipliers used are provided in 
Appendix A.5.0.  



 

34    30/05/2017 

Figure 4-5: Change in Employment, number of jobs (2025) 

 

 

Employment could increase further if increases in the amount of material collected for 
recycling stimulated the development of national reprocessing infrastructure (where 
materials are currently being exported), for example, for plastics, metals and textiles. 
Figure 4-6 shows the additional employment that could have been generated by 
reprocessing all materials in NZ. 
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Figure 4-6: Lost Employment from Export, number of jobs (2025) 

 

 

Figure 4-7 shows the change in employment over time under each modelled scenario. 
Highest growth in employment can be observed under scenario 3 and scenario 4, while 
the growth of employment under scenario 1 is close to zero. 

Figure 4-7: Change in Employment over Time (2015 ï 2030), number of jobs 

 

   






























































































































































































