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The Honorable Chris Hladick

Regional Administrator

United States Environmental Protection Agency
Park Place Building

1200 6th Avenue

Seattle, WA 98101

Dear Regional Administrator Hladick:

The Environmental Finance Advisory Board (EFAB or the Board) is pleased to submit the
enclosed report, Revenue Options for a Waste Backhaul Service Program in Rural Alaska.
The report presents our review and recommendations on a subject of significant
importance to the public health and environment of rural Alaskan communities. The
report is the final product of the first phase of our work project and we anticipate an
additional product during a second phase effort.

EPA Region 10’s waste office initiated the project by asking the EFAB to examine
revenue options for a program to backhaul waste from rural Alaskan communities. The
EPA request included:

e assessment of a range of revenue options for supporting backhaul program
operations;

e identification of possible opportunities for generating program incomethrough
materials recycling; and

e development of a business plan demonstrating how various fundingoptions
could progress in supporting operations.

To address the charge questions, the EFAB set up a Backhaul Alaska project workgroup
that convened a series of conference calls and met twice at full Board meetings to
discuss issues and formulate findings and recommendations. The discussions led to the
development of a cash flow projection model for local communities’ Alaska Backhaul
operations and the following EFAB recommendations.

1. identify and quantify the benefits and cost savings the program creates and use
that information to strongly promote the program;

2. evaluate in greater detail the co-op model and how that might work in Alaska;

3. create a stakeholder council to evaluate and develop a workable Extended
Producer Responsibility program;

4. contact computer manufacturers to gauge their interest in the e-waste that
needs to be removed;

5. partner with veteran councils to seek volunteers for program roles;

6. identify the potential savings of using GSA disposition services; and

7. further examine the potential for, and tradeoffs of, creating fee districts.



Finally, the EFAB recommends that EPA Region 10 use this report in support of its engagement with partners
in Alaska addressing backhaul program challenges. The Board recognizes that given the scope and complexity
of the backhaul issue, a cooperative effort involving federal, state, local, and non-governmental partners will
be required to advance the program.

At this time, | want to recognize the contributions of two former EFAB members to the Board’s Alaska
Backhaul project and the enclosed report. These former members are Heather Himmelberger, Director of the
Southwest Environmental Finance at the University of New Mexico, and Hope Cupit, President and CEO of
the Southeast Rural Community Assistance Project. Heather and Hope co-chaired the EFAB Alaska Backhaul
workgroup and their work on the project was essential and in the finest traditions of volunteer public service.

In closing, | hope that you and the Region find our review and recommendations valuable. Thank you for the
opportunity to assist EPA through our work on this important charge. We look forward to the next phase of
Board work in support of the EPA’s Alaska backhaul efforts.

Sincerely,

Joanne Throwe, Chair
Environmental Finance Advisory Board
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Executive Summary

EPA Region 10 requested that the Environmental Financial Advisory Board (EFAB or the Board)
assess revenue options for a program in rural Alaska to backhaul hazardous waste and other
materials from rural Alaskan communities to reduce the toxicity of landfill leachate and of
emissions from open waste burning. The EPA asked for a range of revenue options with the
potential for supporting backhaul program operations, identification of opportunities for
generating revenues through materials recycling, and development of a ten-year business plan
showing how the various funding options would progress.

Due to a unique classification system in Alaska, both permitted and unpermitted rural municipal
landfills are unlined, are typically uncompacted and uncovered, often use open burning as a
volume reduction method, and are often near-capacity. Most rural communities are not connected
by road to any urban area, nor to each other, and thus are left without a safe and economical way
to dispose of hazardous wastes or bulky materials. One of the few options available is the
backhauling of such materials. Backhaul refers to the shipping back of waste from rural Alaska
communities by airplanes and barges to larger communities, either in Alaska (such as Anchorage)
or outside of Alaska (such as Seattle). The complex and expensive logistics involved in waste
backhauling make this option onerous for individual communities, which average just under 350
residents. Backhauling is most efficient when coordinated by a regional entity, but the bulk of
communities are not served by a regional coordinative entity and there is currently no inter-
regional coordination to capture additional efficiencies through transboundary opportunities.

The long-term sustainability of backhaul in Alaska is uncertain. Currently, most rural Alaska
communities use an EPA grant (the Indian General Assistance Program, or IGAP) to pay for many
or all solid waste activities such as backhaul, landfill operation, and waste collection. Eligibility to
use EPA IGAP grant funds for backhaul and other waste services was slated to end after 2020, but
the Congress acted in 2018 to permit these funds to be used without a sunset date. However, these
funds are insufficient to cover all expenses and may be needed to address other environmental
needs.

The EPA gave the EFAB the charge to develop information and analysis to help Backhaul Alaska
achieve long-term financial stability. The EFAB established a Workgroup, referred to as the
“EFAB Backhaul Alaska Workgroup,” to address the charge. The Workgroup identified three
main focus areas to meet the goals of the charge:

e Fee-Based Programs;
e Financing and Funding Options; and

e Options for Involving Outside Entities.
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These three areas help address solutions in securing revenue and job opportunities for community
residents while addressing concerns related to hazardous waste disposal.

Backhaul Alaska has the potential to significantly improve the health and environment of the rural
Alaskan communities it is intended to serve. If successful, it has the potential to create jobs and
economic development both locally and throughout the state. A number of promising finance
opportunities and ventures are conceivable and worthy of further study.

A primary potential source of revenue for the Backhaul Alaska program is revenue generated from
those who receive backhaul services. However, the structuring of these fee programs requires
Backhaul Alaska to consider multiple factors. Because local governments have the purview and
authority for setting fees on waste generators within their communities, Backhaul Alaska is tasked
with establishing the service fee amount that the community is responsible for contributing.
Additionally, Backhaul Alaska must consider how to equitably assess the fee for services for those
very remote communities with low populations.

Each rural Alaska community possesses its own unique social, geographic, economic, and
infrastructure challenges and opportunities that affect the economic viability of fee-based
programs, so it is absolutely necessary for each community or regional area to examine its needs
and capabilities when considering fee-based programs. The final decision about whether there
should be a fee, what that fee structure should be, and how it will be managed should be made at
the local level.

Supporting backhaul programs through financing or third-party resources can help alleviate cost
pressures on consumers and mitigate fluctuations in program costs. The content on
www.BackhaulAlaska.org reflects significant efforts by various parties to bring solutions that are
community-based; share responsibilities among the consumer, retailer and recycler; leverage
larger scale programs; and use a phased implementation including initial pilot programs. The
EFAB agrees that removing waste from rural Alaskan communities is an ‘everyone’ problem that
cannot be solved simply by enhancing existing governmental programs or introducing new ones.
Recurring investment by government can demonstrate to all stakeholders that the relevant
governmental entities take the problem seriously, making it increasingly likely that others, such as
recyclers and co-op groups, will be more willing to participate.

In addition to publicly funded programs, recycling can help offset overall program costs. Recycling
is well-known for its environmental benefits, which include resource conservation, energy
conservation, and reductions in water and air pollution, including reductions in greenhouse gas
generation. However, it also has significant economic benefits, which are often overlooked.
Recycling is an important segment of the national and, potentially, state economy. It can create
jobs and saves money for generators of waste. Recycling makes both environmental and economic
sense.
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The EFAB examined opportunities for funding, including exploring recycling as a commodity and
a co-op business model. The Board also developed a cash flow projection model to assist local
communities. Other funding options are possible, and all potential options should be explored.
Creative options, such as a model similar to Adopt-a-Highway programs, have been suggested by
individuals in Alaska, and should be thoroughly explored.

There are limited options to involve outside entities in the removal of hazardous waste at various
points along the process, including:

extended producer responsibility programs where manufacturers would take a more
cradle to grave approach with their products;

neutral cost incentives that would involve tax credits or other incentives to keep from
imposing an explicit fee;

involving a federal government entity such as the military to assist communities during
routine training exercises; and

involving the state government such as tapping its ability to establish fee districts.

To help arm the Backhaul Alaska Program with the financial tools and information required to
ensure success, the following areas need further study, development, and analysis:

1.

identification of options and tradeoffs for moving program fee payments from rural
Alaskan communities to the program;

further identification and detailing of financing options possible for the program,;

options for organizational governance structure, including a feasibility analysis for a
potential co-op association;

further development of the program cash flow projection;

development of a model optimizing regional and rural Alaskan village storage
infrastructure for future metals, e-waste, and battery market highs with construction,
maintenance, and land space constraints;

the role of federal agency-funded rural development programs in paying local solid
waste programs fees to cover disposal of waste from infrastructure projects;

an assessment of how rural Alaska communities can best leverage their EPA Indian
General Assistance Program Grant funds and any other potential grant funding to make
funding for backhaul go further; and

Page 3



United States Environmental Protection Agency
Environmental Financial Advisory Board

8.

while estimates of rural Alaskan communities-level scrap metal, electronics, and
batteries are available, further study is needed to understand the metals market futures
that would bring net revenue to the program over and above the cost for construction
of village and hub infrastructure to store metals during times of recession.

A few of the recommendations that were developed out of the Board’s efforts are presented below:

1.

7.

identify the full scope of potential benefits and cost savings related to health and environment
engendered by Backhaul Alaska, including a quantitative range where possible, and use the
information to promote the value of the Backhaul Alaska program;

evaluate seriously and in greater detail the possibility of a co-op model and how that might
work in Alaska;

develop a stakeholder stewardship council for environmental and economic strategic planning
that would evaluate and create a workable extended producer responsibility program;

reach out to computer manufacturers to inquire if they would be interested in the e-waste that
needs to be removed;

identify the detailed procedures and potential of how the use of GSA disposition services could
result in cost savings specific to the infrastructural needs of Backhaul Alaska;

seek out and partner with various interested veteran councils that may provide skilled
volunteers for a variety of roles; and

delve further into the potential for, and tradeoffs of, backhaul/solid waste fee districts.

The EFAB recommends that the EPA, particularly the EPA Region 10, utilize this report to engage with
partners in Alaska regarding the removal of backhaul from remote rural Alaskan communities. The Board
recognizes that this issue is one that cannot be solved at or by only one level of government. An issue this
complex and challenging will take a strong commitment by federal, state, local, and non-governmental
partners to address.
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1 EPA Charge Questions

The first activity of the EFAB was to discuss the charge in detail, breaking it down to several
fundamental questions that could be evaluated based on importance to the EPA and best fit to the
expertise of the EFAB members and the timeframe of the project. After much deliberation between
the EPA, EFAB members, and expert witnesses, the charge questions were grouped under three
distinct areas including: fee-based program options, financing and funding options, and involving
outside entities in supporting backhaul activities. These areas and their associated charge questions
are described in more detail below.

1.1 Fee Based Programs

What are the best metrics to assess a service fee knowing the unique circumstances and
constraints of the backhaul program?

1.2 Financing and Funding Options

Are there other financing or funding options that should be considered beyond a fee? This
can include exploring recycling as a commodity, creating a business model or a shared
cooperative system.

1.3 Options for Involving Outside Entities

Are there opportunities to involve outside entities, such as the federal government,
industry, or product producers, in paying for backhaul?

What might these opportunities look like?

How might these activities best be leveraged?

2  Summary of Problem

2.1 Background

There are approximately 200 rural, isolated, and small Alaska communities that are not on the
state’s road system and must be accessed by small plane service from one of the state’s rural hub
cities, which may also have limited or no road access or by boat or barge through waterways. Due
to the transportation logistics, these communities are unable to make use of regional waste
processing and storage facilities and must autonomously manage their full waste stream, which is
economically and administratively burdensome. Whether or not they have been permitted by the
State, all rural Alaska community landfills are unlined, face numerous consolidation and cover
challenges, are often at or over capacity, and allow open burning. Moreover, these remote landfills,
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designated as Class III under the state’s unique delegated classification system, were not designed
to safely accept hazardous wastes.

One of the few options for managing hazardous waste is to backhaul such materials, which is the
practice of shipping waste from Alaska’s remote communities by airplane or barge for disposal or
recycling to an appropriate facility in Fairbanks or Anchorage, or another outside of Alaska (such
as Seattle). The complexity of backhaul logistics make this option onerous for individual
communities. For example, while many villages may be serviced by barge one to five times each
summer, some are not, and most of these villages are not connected with any other village by road.
In the winter, the villages may be able to use ice-roads to connect to a regional hub, but these types
of roads are not reliable and only serve some of the villages. The only reliable, year-round
transportation method for goods, services, and people to and from these communities is by small
plane and the schedules for even that method are frequently disrupted by weather. In addition to
the transportation difficulties, the waste materials must be packaged according to strict
requirements or the haulers and end-facilities will not accept them.

Some communities have been able to leverage economies of scale by combining backhaul
shipments. This combination of shipments requires a complex planning effort and has worked most
efficiently when coordinated by a central regional entity in the area. However, there is currently
no cross-regional coordination to capture additional efficiencies possible in the trans-boundary
opportunities presented statewide. Additionally, there are large tracts of the state where no regional
coordinating entity exists in practice.

To address the problems associated with waste disposal and backhaul, EPA Region 10, the Alaska
Department of Environmental Conservation (DEC), the Solid Waste Alaska Taskforce (SWAT),
rural Alaska communities, industry, and other leaders have contributed to a plan to develop a
statewide backhaul service program, called Backhaul Alaska. This program seeks to coordinate
the transportation of backhaul freight in Alaska and relies on efficiencies gained through
collaboration to reduce the costs of backhaul. Ultimately, the program’s goal is to serve the many
public and private entities that create waste in rural Alaska by establishing the capacity for a waste
handling and backhaul coordination service. This service would not only assure that unwanted
wastes are brought out of communities safely and efficiently, it could also provide a source of
program revenue by charging service fees.

However, options for generating revenue from recyclable material may be limited due to China’s
National Sword Policy. Enacted in 2018, the policy bans mixed paper and mixed plastic recycled
material from import and establishes strict contamination requirements on inboard loads of
recyclables. These restrictions coupled with increased costs to sort materials at material recovery
facilities contribute to the current economic downturn for domestic waste and scrap material.
Alaska, like other states along the west coast, is more reliant on Chinese recycling markets than
are other states which further limits the revenue potential of recycled material. One alternative
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option for Alaskan communities is to explore a recycling program that captures high-value
commodities with relatively stronger domestic markets such as used aluminum beverage cans,
copper, and scrap metal.

2.2 The Problem

The long-term sustainability of Backhaul Alaska is uncertain. Currently, most rural Alaska
communities use an EPA grant (the Indian General Assistance Program, or IGAP) to pay for solid
waste disposal activities such as backhaul. However, the EPA IGAP funding is not sufficient for
the vast majority of villages to carry out a full backhaul program and for many villages, it is not
sufficient to carry out any backhaul. Even with the streamlining envisioned by Backhaul Alaska,
it is clear that additional funds from waste producers, consumers, processors, and/or from third
parties must be sought in order to sustain the program.

A current pilot project to assess cost variables and other factors for the program is taking place
through fiscal year 2020. Additional information and analysis are needed to ensure Backhaul
Alaska achieves long-term success and financial stability.

EPA Region 10 requested that the Environmental Financial Advisory Board (EFAB or the Board)
assess revenue options for a program in rural Alaska to backhaul hazardous waste and other
materials to reduce the toxicity of remote landfill leachate and of emissions from open waste
burning. Listed below are the activities related to Backhaul Alaska that the Board deemed most
applicable:

1. evaluate a range of revenue options and determine their capabilities and potential for
supporting backhaul program operations, including opportunities for revenue
generation through material recycling (for example, high-end scrap metal.); and

2. develop a ten-year business plan that incorporates a range of revenue sources and
outlines the work needed to make the program solvent and/or quantifies the gap
between program revenue and program costs.

3 Fee-Based Programs

A primary potential source of revenue for the Backhaul Alaska program is revenue generated from
those who receive backhaul services. However, the structuring of these fee programs requires
Backhaul Alaska to consider multiple factors. Because local governments have the purview and
authority for setting fees on waste generators within their communities, Backhaul Alaska is tasked
with establishing the service fee amount that the community is responsible for contributing. As
part of this already challenging task, Backhaul Alaska must consider how to equitably assess the
fee for services for those very remote communities with low populations.
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Each rural Alaska community possesses its own unique social, geographic, economic, and
infrastructure challenges and opportunities that affect the economic viability of fee-based
programs, so it is absolutely necessary for each community or regional area to examine its needs
and capabilities when considering fee-based programs. The final decision about whether there
should be a fee, what that fee structure should be, and how it will be managed should be made at
the local level. To assist the communities in making these decisions, EFAB presents several fee
options in Appendix A for local communities to consider.

Further Study: Explore tradeoffs for designing the Backhaul Alaska village fee
program to ensure it aligns with the overall program goals and serves
participating communities equitably while supporting local jobs.

Further Study: Assess how rural Alaska communities can best leverage their

EPA Indian General Assistance Program Grant funds and any other potential

grant funding to make funding for backhaul go further.

3.1 Can a backhaul program improve environmental conditions and public
health?

Protection of the public health and the environment, including subsistence grounds and waters,
will be increased with the removal of the hazardous wastes. Extending backhaul services beyond
hazardous waste to municipal waste could further improve local health and environmental benefits.
Over half of Superfund sites today are former municipal solid waste landfills, which points to the
dangers of disposing of household waste in unlined and lightly managed rural landfills. Previous
studies examining rural Alaskan landfills indicate similar health risks to those faced by
communities living near hazardous waste sites in developing countries.

Site cleanup is enormously expensive in rural Alaska due to equipment mobilization and
demobilization costs, covers, liners, and management travel. However, the public health and
environmental benefits may outweigh the total costs related to proper waste management in rural
Alaska. An accurate description of the societal costs and benefits of the program may provide
evidentiary support for greater partnering and leveraging opportunities from a wider range of
agencies, foundations, and corporations.
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Recommendation: Identify the full scope of potential benefits and cost savings
related to health and environment engendered by Backhaul Alaska, including

a quantitative range where possible, and use the information to promote the

value of the Backhaul Alaska program.

3.2 What is the most efficient use of the community contribution and how
should it flow from local to regional?

The money generated by communities as their contribution to Backhaul Alaska can be channeled
to one or a combination of functions.

e Locally — the funds generated locally would support local programs.
e Hub — the funds could support hub functions.

e State-Level — The funds could support state-level coordination, such as logistics
coordination.

e Vendor — The funds could support hauler or recycler fees.
e Program — The funds could support non-designated program shortfalls

It is quite possible that funds need to move from local to regional to state to cover various
expenses, but this movement is complex, raises many questions, and is beyond the current
expertise of the EFAB.

Further Study: The question of how community revenue should be used and
moved is primary for the Backhaul Alaska program and EPA Region 10.
Revenue will be generated from the communities served and local, regional,

and statewide backhaul program costs need to be covered. Whether and how

funds are moved from the community and back again is a complicated
question and may be outside the expertise of EPA Region 10 and Backhaul
Alaska stakeholders.
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4 Financing and Funding Options

Supporting backhaul programs through financing or third-party resources can help alleviate cost
pressures on consumers and mitigate fluctuations in program costs. The content on
www.BackhaulAlaska.org reflects significant efforts by various parties to bring solutions that are

community-based; share responsibilities among the consumer, retailer and recycler; leverage
larger scale programs; and use a phased implementation including initial pilot programs. The
EFAB agrees that removing waste from rural Alaskan communities is an ‘everyone’ problem that
cannot be solved simply by enhancing existing governmental programs or introducing new ones.
However, recurring investment by government can demonstrate to all stakeholders that the relevant
governmental entities take the problem seriously, making it increasingly likely that others, such as
recyclers and co-op groups, will be more willing to participate.

In addition to publicly funded programs, recycling can help offset overall program costs. Recycling
is well-known for environmental benefits including resource conservation, energy conservation,
and reductions in water and air pollution, which may involve reductions in greenhouse gas
generation. However, it also has significant economic benefits, which are often overlooked.
Recycling is an important segment of the national and, potentially, state economy. It creates jobs
and saves money for generators of waste. Recycling makes both environmental and economic
sense.

Recommendations regarding backhaul should be at least cost neutral. Any unfunded program,
regulation or new factor that creates additional incremental costs cannot be borne by local
consumers without regressive effects and the creation of disincentives. Any proposed solution
imposing additional cost burdens would likely be ignored and would ultimately fail, benefitting
neither consumer nor public health and environment. Exploring recycling is one option to help
make the Backhaul Alaska program successful, as it could potentially generate revenue instead of
simply costing the program money.

4.1 Exploring Recycling as a Commodity

Recycling commodities came about due to the public awareness of the value and importance of
recycling to reduce the use of raw materials in the production of the world’s goods and services.
EPA estimates that scrap recycling in the United States saves the carbon dioxide (CO2) equivalent
of 410 million tons of greenhouse gas emissions annually. In addition, electronic scrap recycling
is one of the most dynamic and fastest growing segments of the scrap recycling industry. It
generated an estimated revenue of more than $5.2 billion to the U.S. economy in 2010, employed
more than 45,000 people (30,000 full-time), and collected and processed domestically more than
3.5 million used and end-of-life electronics.

To generate revenue, the backhaul program could stockpile high-end metals and recycle the
material at a time when metal markets are most favorable. If scrap is drained of fluids and toxic
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products and left in place, it does not present the health risks the Backhaul Alaska program
prioritizes. However, the logistical challenges associated with stockpiling material may outweigh
its pricing benefits. Indeed, one reason Backhaul Alaska started is because villages had no place
to put their hazardous wastes or scrap metal. Additional storage facilities and designed salvage
pads are too costly, or the required land not available. Conditions are very cramped in rural Alaskan
communities because of the high construction costs. Building a new road costs a minimum of $1.5
million per mile. The equipment to manage stored materials and the construction of a pad
impervious to climatic permafrost melt raises costs substantially.

E-waste recycling should also be considered as a resource for generating revenue to cover the
expense of backhaul. Consolidating materials at regional hubs will likely be the most advantageous
method of improving recycling rates for e-waste. Consolidation provides the economy of scale that
may generate revenue for some materials for which recyclers will not otherwise pay. Generally,
recycling e-waste avoids the costs of disposal in addition to the direct value of e-waste materials,
making it beneficial from both standpoints. However, it should be noted that there is currently no
avoided disposal cost in rural Alaskan communities because there are currently no user fees, no
practical enforcement of proper landfill closures, and new landfills are grant-financed or not built
at all. Backhaul items, other than scrap that need not be landfilled, are not a large percent of the
waste stream (all household hazardous wastes combined comprise between 1% to 5% of typical
municipal waste streams).

4.1.1 Recycling Industry Jobs

The Institute of Scrap Recycling Industries (ISRI) produces periodic reports detailing information
on the state of the U.S. scrap recycling industry. ISRI estimates 460,000 jobs are supported by the
recycling industry in the U.S. and that the industry contributes $90 billion in annual economic
benefit. The organization also tracks jobs created by exporting scrap material to overseas markets,
where scrap plastics, paper and metal are refined and processed before re-entering the
manufacturing stream. According to a study conducted by John Dunham and Associates for ISRI,
U.S. scrap exports directly and indirectly support some 162,000 U.S. jobs while having generated
$30 billion in export sales in 2010, helping the U.S. trade balance.

It is important to note that the scrap recycling industry already provides jobs in Alaska and has the
potential of generating additional revenue. There are an estimated 778 jobs supported by the
recycling industry in Alaska that pay average wages and benefits of $79,300 per year. In addition,
the scrap recycling industry in Alaska accounts for $21.23 million in federal, state and local taxes.
Partnering with Backhaul Alaska may present an opportunity for recycling entities (businesses,
NGOs, non-profit organizations) to increase the quantity and impact of recycling in Alaska. This
increase, if achieved, would also provide economic benefits to the parts of Alaska most in need —
rural Alaskan communities. This opportunity should be explored further, including whether there
is any potential funding that could help implement recycling programs to achieve these benefits.
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4.1.2 Scrap Metal Potential for Revenue

The scrap recycling industry’s total economic impact in Alaska is $195.03 million. When all scrap
materials are considered, the scrap recycling industry accounts for 0.38 percent of Alaska's total
economic activity. See Appendix D on pages 67-68 for a full report from ISRIL

It should be noted that Alaska’s scrap metal activity is currently urban-based. It relies on the
State’s road system and rail belt along with some hub activity. Scrap-metal companies in Alaska
have evaluated the potential for generating revenue from scrap in rural Alaskan communities and
have thus far determined it is not worthwhile. However, the consolidation of materials in a hub,
barge sponsorship, and opportunistic transportation of materials all may help to tilt the balance in
favor of generating adequate revenue.

Further Study: Estimates of rural Alaskan communities-level scrap metal,
electronics, and batteries are available. Further study is needed to understand
the metals market futures that would bring net revenue to the program over

and above the cost for construction of village and hub infrastructure to store

metals during recessional times.

4.2 Co-Op Business Model

The EFAB was tasked with researching other business models. One such approach is developing
a cooperative (co-op) business model that brings communities and others together to remove the
waste in rural Alaskan communities. The cooperative form of business is a distinctive model that
has been broadly used worldwide to help groups of people obtain goods and services that would
otherwise not be available to them, and to do so in a fair and equitable way. It is, perhaps, the only
major business model that is associated with a specific set of principles and values. Properly
understood, these principles provide key insights about how to powerfully and sustainably use the
cooperative business model.

Not surprisingly, there can be some misunderstanding about how a group can best go about the
process of starting a co-op. The Board’s vision of a cooperative economy is of an interdependent
dense network of rural communities that allows them to meet their needs through principled
democratic ownership of the business, and that provides care for the communities involved,
combats injustice and inequity, and promotes conscious self-governance. The cooperative
economy is embedded within and helps create a cooperative society aware of its place in a
cooperative ecology.
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A co-op provides its members the ability to improve their bargaining power by utilizing the
principle of strength in numbers. Co-ops are owned and controlled by the members, a community
of people with common interests, who in turn benefit from the convenient format. Frequently, co-
op businesses are formed to obtain better prices on local food or common products. However, other
types include consumer, worker, producer, and purchasing co-ops. Before starting a co-op, it is
highly recommended that the following documents are prepared.

1. Feasibility analysis
2. Business plan
3. Incorporation of co-op group

Recommendation: Evaluate seriously and in greater detail the possibility of a

co-op model and how that might work in Alaska. The Workgroup strongly
encourages contacting the U.S. Department of Agriculture Rural Development
Office in the state of Alaska or the National Cooperative Business Association
to connect with someone familiar with establishing cooperatives in the area.
Also contacting the Secretary of State to procure literature on the state laws
affecting co-ops is a helpful resource.

4.2.1 Feasibility Analysis

The Board recommends conducting a feasibility analysis to determine the financial impact from a
decrease or increase in changes in backhaul waste volume or operating costs. The analysis should
include factors such as facilities, logistics, equipment, expected operating costs, labor needs, cash
flow requirements, up-front capital, debt capital, debt maintenance, and whether the co-op will
operate via stock or non-stock cooperative. The analysis and business plan should then be
presented to potential members and agreed upon according to rules established by the cooperative.

Further Study: A detailed feasibility analysis of Backhaul Alaska operations is

needed so that potential co-op members understand their fees (or stocks) for

which they are responsible.

4.2.2 Business Plan

A model business plan has been developed by the EFAB that can be used by the Backhaul Alaska
group. The model narrative and assumptions are provided in Appendix B. The Board’s goal is to
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ensure that this document is flexible enough to use among the many groups involved. It is the
belief of the Board that each Alaskan community will be unique.

The Board suggests that Backhaul Alaska develop a business plan and determine how to secure
financing. Although some of the financing will come from members via stocks or membership
fees, the group may be able to procure funding from financial institutions with co-op experience.
The local Rural Development Office or the National Cooperative Business Association are good
resources for exploring and implementing this process.

Further Study: Backhaul Alaska must determine their options for securing
financing. A completed business plan is needed to help identify these options
and pursue them.

Recommendation: Although some of the financing will come from fees and

other as yet unidentified mechanisms, Backhaul Alaska may be able to procure

funding from financial institutions that work specifically with co-ops. Contact
the local Rural Development Office or the National Cooperative Business
Association to start off in the right direction.

4.2.3 Incorporation of co-op group

The Board suggests that the communities incorporate a co-op. The co-op group should determine
which members would benefit from the type of co-op that is established. This can be done by
contacting neighbors, posting flyers on bulletin boards, and contacting local news outlets and radio
stations. Once interest is initiated, then it will be necessary to convene the group. Potential
members can discuss what a co-op is, the need for it, solutions, potential benefits, initial financial
investment, tax implications and potential financial risks. Based on these discussions and decide
if and how to participate.

The co-op will have to establish bylaws, which should detail membership requirements, member
duties, reasons for member expulsion, meeting protocol, elections of officers, term lengths and
dissolution of the cooperative. At a minimum, the group should ensure that those engaged can
handle the responsibility of managing the co-op. An important part of the process is that members
will need to sign a contract that everyone agrees to.
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Future Recommendation: If the feasibility analysis, and the sociocultural,
political, and infrastructure implementation considerations, indicate a co-op
model is best, incorporate the co-op and develop the necessary paperwork for

membership. The contract should detail when and how much money is due,
when products need to be picked up and the notice required for opting out of
the co-op.

4.3 Summary of Financing and Funding Options

Other financing strategies are possible with a more detailed evaluation and should be outlined to
ensure the correct set of strategies is selected. For example, Backhaul Alaska was originally
conceived by Alaska U.S. Senator Lisa Murkowski as being similar to the Adopt-a-Highway
system: in which private corporations could sponsor a barge. The framing group for Backhaul
Alaska additionally envisioned the ability of private corporations to sponsor a region or village(s).
These options are worth further evaluation, particularly given the number of resource development
investors and rural Alaskan corporations in the State.

Further study: The suite of financing mechanisms and models for Backhaul
Alaska has yet to be identified. This research is necessary to ensure the
greatest chance of program success.

Regardless of the long-term financial structure for Backhaul Alaska, given the developmental
nature of this project, funding opportunities for startup, infrastructure, and planning costs are
possible through foundations.

Recommendation: Assess whether there are opportunities to partner and
potentially receive funding from the Bill and Melinda Gates Foundation,

Google.org, or other foundation which focuses on economic opportunity,
provides tools, and financial assistance. Assess becoming a World Bank
member to gain support and awareness of the needs for backhaul in Alaska.
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S Options for Involving Outside Entities

The Board acknowledges that rural Alaskan communities may have additional initiatives that fit
their cultural and social structures better than traditional financing and commercial approaches.
However, this report explores whether there are opportunities to involve outside entities, such as
product producers, industry, the federal government, or state government in paying for backhaul.
If there are opportunities, this section explores what some of those opportunities may look like.

5.1 Extended Producer Responsibility

As stated earlier, the Solid Waste Alaska Taskforce (SWAT) is exploring whether a producer
responsibility initiative would be possible in Alaska. A producer responsibility initiative is one
where manufacturers of products would take on a cradle-to-grave responsibility and cover some
portion of the cost of backhaul. The SWAT is also looking at programs that might influence
consumers to alter purchasing practices or other behaviors that could reduce the volume and/or
costs of backhaul.

Currently, Alaska has no extended producer responsibility (EPR) laws. The types of EPR laws
already implemented in other states have product categories that include appliances that contain
refrigerants, auto switches, batteries, carpet, cell phones, electronics, florescent lighting,
mattresses, mercury thermostats, paint, pesticide containers, pharmaceuticals, and other items that
may require special disposal. Establishing an initiative of EPR guidelines would have sustainable
economic, health, and air quality benefits.

EPR requirements may encourage manufacturers to eliminate the amount and toxicity of materials
during the development of its product to minimize the complexity and cost of final disposal or
reuse. Showcasing data from other companies on their increased performance and revenues as a
result of reducing waste can incorporate the practice of Extended Producer Responsibility as a
systemic core culture. Actions and activities that could be enacted are stated in the article
“Extended Producer Responsibility: Making Green from Green” and includes increasing a
company’s competitive edge, their business process, and efficiencies (Attinger, 2000).

An EPR program could potentially create significant revenue and environmental benefits for
Alaskans through a recycling program. The companies engaging and participating in this strategic
opportunity would save money by creating a partnership between the state, the government,
community and the consumer (Kaye, 2012). In addition, by working directly with the communities
negatively impacted by the waste and environmental issues, environmental concerns could be
curtailed, and environmentally friendly waste management practices could be developed and
implemented. The start of “cradle to grave” producer practices 