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INTRODUCTION

The Guide’s Contents
The goal of this guide is to describe the elements of formal, carefully written business plans
specific to recycling post-consumer plastics, glass or rubber. The guide combines:

= information on how to write a business plan (Section One);

= actual business plans that have been used to launch successful enterprises
(Section Two); and

< a Resource Directory enabling you to identify the resources you will need to
complete your own plan (Section Three)

Who Should Read This Guide?
This guide is for anyone seriously interested in starting or expanding a business that recycles
plastics, rubber or glass. This could include:

* Someone new to the recycling industry but interested in the opportunities
provided by an expanding industry sector.

< A recycling business currently dealing with other commodities (paper, metals).

= A business already engaged in one phase of the processing of recycled plastic,
rubber or glass and now interested in expanding into the other phases.

* Anyone contemplating using recycled instead of virgin materials.

 Someone in local, state or federal government who wishes to understand the
industry requirements for recycling these three major feedstocks.

The following generalizations should be kept in mind:

» Recycling is, for the most part, a manufacturing industry but it also contains
elements of a service industry. The guide responds to both needs.

» Some recyclers are substantial companies but some are small businesses. All face
similar problems, and the guide gives examples from small and large companies.

e The recycling industry contains four basic components:
e Collectors
e Handlers
e Processors
e End-users
Most recycling businesses include only one, two or three of these components.

* An end-user is any business which uses a recycled feedstock, typically in a

manufacturing business, producing finished products made of recycled feedstock or

using the feedstock in a direct application.

e This guide pays more attention to plastic than to glass or rubber, because for
various reasons, it is the most complex of the three. At the end of most chapters,
there is a section of comments directed at each feedstock separately.
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Why Should You Write a Special Business Plan?

To obtain financial backing for any business, one needs to present a fully-researched, carefully-written
business plan.

Poor planning and lack of management skills are the major reasons that four out of five small
businesses fail within the first five years. Any source of financial backing wants to see that you
know your business in detail. You show your knowledge in the business plan.

A knowledgeable business plan is especially necessary in the recycling industry because of certain
characteristics of the industry itself. First, the industry experiences dramatic shifts in commodity
prices for scrap and recycled feedstock. Shifts in supply of and demand for recycled material affect
both revenues and the cost of final goods produced with recycled feedstock. In your business plan,
you need to evaluate thoroughly the potential impact of these price-changes for recycled materials.

Second, the potential of the recycling industry to reduce the pressure on municipal landfills and to
conserve resources has brought it support from all levels of government. It can be highly
profitable. However, an individual recycling business can prosper only by

» offering special quality at a competitive price,

e adding value to materials recovered from the waste stream,

* negotiating careful, appropriate contracts,

* knowing the technology thoroughly,

* knowing the market thoroughly, and

e running the business well.

Further, the recycling industry is developing rapidly, especially in technology. It is also affected by
changing regulations at the federal and local levels. In sum, you have to be savvy to make it work.
Writing a business plan forces you to identify and acquire the knowledge you need.

Post-consumer plastics, glass and rubber differ in the business
and technical problems they encounter. Your business plan must
show that you understand the specifics for your chosen material,
particularly in the areas of production and marketing.

Shortlist of Important Resources

Several industry organizations are outstanding in providing publications and information:
American Plastics Council

Association of Post-Consumer Plastics Recyclers

Glass Packaging Institute

Scrap Tire Management Council

National Recycling Coalition

Institute of Scrap Recycling Industries, Inc.

Recycler’s World

Many of these organizations have regional or local affiliates. Each industry has its own periodicals.

OoOoOooodd

The Resource Directory of this guide covers available information sources. In particular, we
recommend the following:

American Plastics Council, How to Develop a Viable Post-Consumer Plastics Handling Business, 1993.
To obtain a copy, call the Council at 1-800-2-HELP-90.

American Plastics Council, How to Collect Plastics for Recycling: Lessons from the Model Cities
Demonstration Program, 1995. A companion video is also available.
Charles S. Hughes, for the National Asphalt Pavement Association, Scrap Tire Utilization
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Technologies, 1993. For a copy, call NAPA at (301) 731-4621.

National Solid Wastes Management Association, The Cost to Recycle at a Materials Recovery Facility,
1992. For a copy, call NSWMA at (202) 659-4613.

Warren Purdy, for Inc. magazine and the ASBDC, The Service Business Planning Guide, 1996. For a
copy, contact your local Small Business Development Center.

Resource Recycling Magazine, The Dir




Section I:
Creating a Business Plan

This Section is divided into 14 chapters. They describe the components of a business plan for a
recycling business and identify the type(s) of information to include in your plan. They do NOT
represent a structure for your plan, simply because structures vary as writers adjust to their

particular situations. However, a comprehensive plan for your business will require virtually all the
information mentioned in these 14 chapters. W




. and Organizing the Final Document

To repeat, these 14 chapters do not represent a recommended structure for your business plan. You
should choose your structure according to the nature of your particular business.

Your Business Plan will contain at least the following elements:
I Executive Summary
. Business Description

(Overview, Objectives, Product/Service Analysis,
Pricing Policies, Management and Or




Chapter One: THE EXECUTIVE SUMMARY

he Executive Summary should appear first in your business plan. It is the first (and sometimes

the last) thing potential lenders or investors read. It presents your vision for your business and
it’s your first and maybe only chance to sell that vision to a reader. It must be brief, clear, and to
the point. It provides the minimum that enables lenders or investors to see the big picture in
terms of your financial need—and to see that you can respond to their interests and needs.
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We suggest that you first write a two- or three-page draft, then revise and correct it as you
complete the body of your business plan. The final version cannot be written until you have
completed all the rest of the plan.
THE BASICS
The challenges that a recycling business must face are the essence of the Executive Summary:
(1) what is the source of my feedstock and are supplies adequate?
(2) who are the customers for my eventual product?
(3) how do I change raw material into profitable product?
(4) what is the regulatory environment, present and future?
(5) how can | insulate my company from price volatility?
(6) how do | compete with virgin material and establish a market share?

The Executive Summary should answer the following in concise and unambiguous terms:

What are you planning to do?
(describe your business)

Why are you planning to do it?
(explain your business)

For whom are you planning to do it?
(identify your customers)

When are you planning to do it?
(timetable, schedules)

Where do you plan to do it?
(specific site selection)

Your Company’s Role

The Executive Summary should carefully define where your business begins and ends. Every
recycling industry contains four components: collecting, handling, processing, and producing an
end-use product. Any one recycling company may undertake one or more of the components, and
any of those components may be more or less complex. Especially, if there is a large overlap
between handlers and processors.
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Your Executive Summary should make clear that you know how to link all the components to
produce quality materials for resale on the open market. No component of the recycling industry
can function alone. It must work with all the other components. It must also compete with
products made of virgin materials. The shared goal of all components is to give end-users what
they want.

Management Team

The Executive Summary should describe briefly the backgrounds and experience of the
owner/managers. If you plan to have a board of directors or advisers, or if you are using
consultants, their backgrounds should also be highlighted in terms of their most relevant
experience. (You may include complete résumes in an appendix.)

Objectives

The Executive Summary should discuss your funding needs in terms of both intermediate and
longer-term goals. For example, you may plan at some point to have your plastics recycling plant
also process aluminum (soda cans, bottle caps, etc.). In sum, you should demonstrate that you
have specific objectives for the funds you want. Think about your business plan in terms of a
“project” with objectives and milestones.

Finances
The Executive Summary must state the type(s) of capital and amounts you hope to raise, and how
and when you will repay it.

You must include summarized financial projections, probably in the form
of a 3-year balance sheet, income statement, and cash-flow statement.
The lenders/investors want to know if and when they will get their
money back, and their profit. Projections are critical.

You must specify how you intend to use the loan; that is, the part it plays in your overall plan.
You should include a brief summary table showing the total project cost under such categories as
Land Purchase, Building and Improvements, Equipment, Amortizable Fees/Expenses, Working
Capital, or other appropriate headings. You should also include a table giving a three-year
projection in dollars of your repayment schedule and/or the projected return on investment. This
is your method for showing lenders when they will get back their investment and how great their
profit will be. In essence, this is “the deal.”

If you already have equity investors or large potential customers committed to the business, they
should also be mentioned, unless you have a compelling reason to keep the information
confidential.

Lenders may well propose a different financial structure for your project. However, incorporating
an intended structure of the type described allows you to emphasize the potential returns on
investment. You can make adjustments later. You can also later change the interest rate or the term
of the loan according to the lenders’ response. At this point, you give a realistic projection of the
terms of the loan and the repayment conditions in order to answer the most obvious questions
asked by any lender.

Linkages with Other Sections of the Plan

At this point, you cannot go into great detail. Instead, refer to other sections of the plan which
present the details. For example, you may state in the Executive Summary that your operational
plan is specifically designed “to overcome the many problems experienced in the XYZ industry.”
Then, refer the reader to the sections describing your business or your marketing plan, etc. At this
point, you acknowledge that there are problems and responses.

Writing Business Plans for Recycling Enterprises ‘ 11
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PITFALLS

The major problems with most Executive Summaries are that they are too long, lack focus, and fail
to garner the enthusiasm of the reader.

An Executive Summary should occupy only one or two pages. Remember, everything in this
section will be explained in detail in some other part of the plan, so focus on the opportunity for
good returns that your business presents.

Too many Executive Summaries fail to present the information potential lenders or investors want
to see at a glance. You may not yet have met the person who will read your plan, and it will be
read by others who do not know you (e.g. financial analysts, loan committee members). Write the
Executive Summary from their viewpoint. It is like a sales presentation.

SOME EXPERT ADVICE:

“Attention to detail is important. I’'m a form person as well as a content person. If | see poor wording, bad
spelling, and lousy punctuation, it suggests that the writer does things sloppily. If the Executive Summary —
something that’s pretty important — is sloppy, maybe the business will be run that way, too. I’ll read the
whole plan, but my expectations will be much lower.”

—Holly Thomas, Vice President, FirstUnion National Bank of Florida, Tampa, Fla.
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Executive Summary: SPECIFICS FOR PLASTICS RECYCLERS

At this point, you need to tell the reader exactly what components of the recycling process your
business will include, and also perhaps why you have chosen those components.

Plastics Collectors
They collect plastics from consumers, industries, waste storage sites and other sour



Do not simply reprint the sources’ information about the industry. It needs to be incorporated
into your business plan at various points. Each uniqueness in the glass industry represents a
special problem to a local glass recycler. A problem, for instance, may lie in collection (these days
emphasizing rural and small-town areas), or the proportion of colored glass (of less value than
clear glass), or the transportation distance to a processor or end-user. Your business plan needs to
show as it goes along that you see the problems and have anticipated solutions for them.



EXECUTIVE SUMMARY: A REAL-WORLD EXAMPLE
(recycling post-consumer plastics)

Summary
Gr



Chapter Two: BUSINESS DESCRIPTION

To keep your Executive Summary brief, you will need to write an immediately subsequent
chapter that gives an overview of your company. Be careful not to be repetitive and
redundant.

If the products or services you plan to provide are unique or unusual, or if you are starting a
business that has complex product or service offerings to multiple target markets, you must use a
Description of Business section to give readers a full understanding of your target markets.

Further, each recycling industry — plastics, glass and rubber — has some special pitfalls, discussed
later in this section, which you need to address early in your business plan. You may wish to
create a Description of Industry sub-section which shows precisely how your business plan responds
to the special issues in that industry.

The readers of your business plan may or may not understand the unique nature of your portion
of the industry. If in doubt, ask someone experienced in the recycling industry or a prospective
lender to comment on your clarity and completeness.

THE BASICS

Here are some of the situations in which you may find it useful to include one or more of the
following sections:

Buying an Existing Business

If you are planning to purchase an existing business, this section is a good place to include its
business history: when it was founded, how it was financed, how it was organized, how successful
it has been, and why the current owners want to sell. You will need a separate Historical Financial
Analysis. In addition, you should explain how you plan to carry out the transition from the
current owner’s management to yours in a way that maximizes customer goodwill. Often, the
current owner provides services (such as working along with you) after you have purchased the
business for a fixed length of time on a contract-for-services basis.

Expanding an Existing Business

You will need to present the same information as above if you are expanding your own business.
This is your chance to highlight why the expansion will have a beneficial effect on operations. In
the case of existing businesses, whether you own the business or acquired it, you may be frank
about past errors or weaknesses, and you may boast about successes. You are in a much better
position than the lender to explain historical results.

New Product or Service

If your type of product or service either is new to the marketplace or deviates significantly from

the way products or services are being offered and/or distributed by competitors, you should

provide additional detail to ensure that those evaluating your plan don’t simply discard it as just

“one more business doing the same old thing.” For exafoll825 1 Tf12 00 12 82 463.29 TmM0O001 k0 Tc0.035 T



into highway sign posts, railroad ties, fence posts, and door and window frames that won’t rot,
warp, split, or give off toxic fumes. The process by which these items are manufactured is unusual
because the composition of Bondomass can be altered to meet the demands of each particular
application. Using more fibers, and fewer polymers, Bondomass becomes more lightweight yet
maintains its strength, which is equal to standard wood products. The new technology means that
Xymax 2001 will need to include in a Description of Business section details about its very
innovative product.

Complex Product or Service Offerings
If your business has a number of product or service offerings, a variety of distribution strategies,

and multiple target markets, a Description of Business section can be used to describe them in detail.

A real-life example is Turnaround, Inc., a company that purchases outdated or unrepairable
computers. Workers at Turnaround, Inc. separate the computer components into plastic, glass,
circuit boards, and metal filings. The company then pelletizes the plastic casings for reuse. It also
sells the circuit boards to a company that strips the metals to build new computers. The glass is
crushed (along with the ceramics from the resistors), and the metal components are recycled by a
business that melts items from a variety of sources for use in automobile manufacturing. Almost
93% of each computer that comes into Turnaround is recycled.

Because Turnaround, Inc. has such a broad array of services and potential clients, they included a
Description of Business section in their plan to provide adequate detail on their financial needs and
market estimates for a prospective investor or lender. So did AllTires, a collector and handler of
scrap tires with multiple end-users over a large geographic region. In their business plan, they
included a map showing the location of and mileage to their major suppliers and customers. This
was done because haulage of various types of products played a very significant part in their later
financial projections.

PITFALLS

Balance

You need to strike a balance between necessary and unnecessary detail. In the example of Xymax
2001, Inc., the Description section should not include a technical discussion about how plastic
lumber is actually created but rather explain what makes it unique, what customers use it for, and
how and why Xymax makes high quality material.

Expert Knowledge

On the other hand, don’t assume that those evaluating your plan have high levels of expertise
about your proposed business. There is nothing worse than a plan that’s filled with jargon such as
“polyethylene terephthalate,” “melt-flow indices,” or “magnetic separation systems.” If the
audience for your proposal doesn’t have a clear understanding of what you are trying to do
because they don’t understand the language you are using, there is a high probability that your
business plan will not be taken seriously.
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Business Description: SPECIFICS FOR PLASTICS RECYCLERS

There are long-term problems with recycling plastic, such as:
e lack of a mature infrastructure for collecting durable goods,
e lack of economical methods for dismantling durable goods,
e difficulties identifying plastics within durables,
e lack of economical technologies for sorting plastics,
e conflicts between product design objectives and recyclability,
e volatility of commodity markets; and
e competition with virgin resins.

Some forms of plastic (and some resins) are widely recycled, while others are rarely recycled. Since

the situation is made unstable by the commodities market and by rapidly developing technologies,

plastics recyclers need to show in their Description of Business section that they are very well-

informed about the technical details and potential of the overall industry, rq1i 0 7924 0b.242 0 uu 612 -790etw
informed about the technica.e 0O tetails1.044 potential(Seinsu



Business Description: SPECIFICS FOR RUBBER RECYCLERS

The rubber recycling industry consists almost entirely of the recycling of scrap tires. In most (but
not all) states there is an overabundance of scrap tires. There are also several major and well-tested
uses for them. Opportunities for recycling rubber from other sources exist, including butyl rubber
scrap, PDM scrap, silicon rubber scrap, latex rubber, rubber belting and rubber hose. In this guide,
we have focused on scrap tires. The Resource Directory in Section Three will lead you to detailed
information on the other kinds of rubber.

The major uses for scrap tires are:

e as an energy resource, replacing traditional fuels;

e in civil engineering, such as for embankments and barriers; and
e as part of rubber-modified asphalt or as rubber matting.

In the first two cases, the collector/handlers may need to supply only whole tires to the end-user.

Or they may need to supply them to a processor, who may shred, chop, dewire or grind them for
the end-user.

The major problems facing the rubber recycling industry are:
e locations of the sources of supply of scrap tires;

e consistency in providing a supply to customers;

e high capital or initial costs;

e non-standardization of air permit regulations.

These problems vary considerably state by state, and it is essential that your Description of Business
section respond to the needs and requirements of your state and your location within that state.

Writing Business Plans for Recycling Enterprises ‘ 19
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Business Description: A Real-World Example
(recycling medical waste)

“[Our] proposal is to establish a facility in Utica, New York that would process red bag
waste in a manner that would first sterilize the waste using microwave technology and
then sort the waste using various sorting technologies.

These steps are explained below:

Sterilization - recently New York State approved the use of microwaves to sterilize medical
waste - these microwave machines first shred the medical waste and then pass the waste
through a series of microwaves to kill any infectious bacteria. These microwave machines
are made by ABB Sanitec, a European firm that has offices in Connecticut. These machines
cost approximately $650,000 per machine and can process approximately 1,000 pounds
per hour. Detailed information on this machine is available in Appendix 1.

Sorting - the discharge from the microwaves will then pass through a series of sorters.
i. Magnetic sorting - the discharge from the microwave will first pass through



Chapter Three: MARKETING PLAN

he Marketing Plan section of your business plan is extremely important. It comes early in a

business plan. It describes the market and defines precisely how you intend to operate in it. It
must convince potential lenders and investors that there is enough demand to justify another
business entering the marketplace.

The high failure rates of small businesses and recycling businesses are the basis for skepticism that
lenders and investors often express. Your ability to describe your market and its potential for you is
probably the most important tool you have to contest their skepticism.

Marketing is a comprehensive activity that includes determining:
e what






THE BASICS

The Marketing section of your business plan should include information about the following:

The Size of the Market

The first thing you must describe is your prospective market, including its size. You can assume
that the reader of your business plan knows very little. Start with national and regional markets.
Follow with information about your local market.

For instance, the computer recycling business in our earlier example knows that demand for their
products and services will derive from advances in computer technology, the increasing
obsolescence of older computers, and growth in the number of households that own computers.
Therefore, the way to start the analysis would be to determine the precise predicted size of each of
these factors, using sources identified in the Resource Directory.

In another example, the glass manufacturing industry is limited in the number of manufacturers
and they are linked fairly tightly by contracts with recyclers, so that your local market must be
shown as a very specific part of the national (and international) web of manufacturing and
recycling businesses.

This national-market approach does not mean that your business has to be “big.” You can show,
instead, that small businesses of your type have succeeded in other locations, then compare the
size of your local market with their local markets.

Trend Analysis
Related to the size of the market are the industry’s growth trends. The future market potential for
your business is an area that stakeholders evaluate very carefully. Recycling markets are volatile
because of changes in:

e supply and demand

e prices for virgin material

e legislative initiatives

e price volatility on the commodity markets

e environmental concerns

e technical innovations.

Often you’ll find trend data in the same resources you used to establish market size, but you may
have to investigate further. Your information must be based on growth projections from your state
and local agencies. Your goal is to demonstrate a positive growth trend in your specific industry in
your market-area as well as nationally. It is not enough to say that “a lot of these types of
businesses are already out there” as justification for offering another one.

The best sources for trend data for specific businesses are
e periodical indices,
e industry trade associations,
e franchise literature,
e state and local economic development and marketing agencies; and
« the National Recycling Coalition.

Be aware that in all three industries — plastics, glass and especially rubber — scientific
investigation into new uses is currently extensive. Some investigations may have to be long-
running (i.e. the recycling of rubber asphalt, the development of uses for glass bead, etc.). Some
may prove unsuccessful or the product is too costly. Others may represent very significant
opportunities that have not yet been determined. One glass recycling company, for example,
included in its business plan a series of overlapping phases extending over ten years. Each phase
represented the company’s extension into a new application for cullet, with time allowed for
research and market development as well as production. Thus, having researched trends, they
included a response to these trends in their “marketing” section.

Writing Business Plans for Recycling Enterprises ‘ 23
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Many local governments develop their own recycling programs and Materials Recovery Facilities,
and operate them independently or by contracting with outside vendors. To compete, a
prospective recycler must offer a service with advantages over the existing system. You need to
work with a community to provide cost-effective services that can be sustained through innovative
contractual arrangements (i.e. user-fee based systems, enterprise zones, franchised agreements).
Your business plan should emphasize these matters.

The American Plastics Council points out that local governments and the plastics recycling
industry have different goals. Local governments want to reduce the need for disposal facilities or
landfills and to respond to public (political) demands. Recyclers add the desire to make a profit out
of the business. These diverging interests can cause misunderstandings about the causes, costs and
benefits of recycling. A prospective recycler should discuss the issues thoroughly and often with
local government officials. In terms of marketing, you want to be seen as acting in the
community’s best interest.

The advantage of private recyclers is their ability to offer extended services in addition to
collecting and handling services, which have long been municipal functions. The fact that you are
part of a “recycling industry” gives you both a practical and a political advantage, suggests the
American Plastics Council, displayed in terms of knowledge about markets, market specifications,
commodity pricing, rfectniques and j 5.696 0 Tfe
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For the collector, the market is the handler. Handlers increase the value of the material through
sorting and densification, then market either to a reclaimer or an end-user. Reclaimers, with the
task of transforming materials into feedstock, keep attention on the market of end-users
manufacturing new products from post-consumer plastic or glass or rubber. End-users sell to
manufacturers or retailers (depending on the product), and they must understand the markets for
virgin feedstocks.

Ultimately, the customer buying from the end-user is the market for everyone. The task is to
match the end-user’s specifications back to the processing capability of the reclaimer which
ultimately affects both the handler and the collector. In terms of the overall process, each
component of the recycling industry markets all the other components, with the end-user as the
ultimate arbiter. It is imperative that all components understand developments and markets for
virgin feedstocks as well as recycled feedstocks. Changes in regulations, commodity prices and
technology can impact your competitive advantage (or disadvantage).

To make matters more complex, the recycling industry is expanding as researchers find more uses
for recycled products. A principal way for all functional components of the industry to expand is
to market new uses. This may require the development of new methods and equipment by the
reclaimer, the handler and the collector. In summary, you must pay constant attention to existing
and new markets as well as new products when considering the recycling industry.

The Supply Problem

“Establishing and maintaining a reliable and consistent source of recycled ‘raw materials’ is a key
step in ensuring the success of a recycled products manufacturing business.” This advice comes
from A Business Guide to Recycling Market Development by the Minnesota Office of Environmental
Assistance, and it cannot be over-emphasized. It should also be considered in both local, national
and international terms.

Although the recycling industry now exists throughout the country, its nature and quality vary
from area to area, depending on many factors. This creates a need for you to examine the supply
situation in your own area very carefully. Your aim is a stable supply of raw materials from known
sources willing to respond to your needs, which may change according to factors over which you
have no control.

Vermont, Connecticut, Minnesota and Wisconsin have already developed uses that consume most
of the scrap tires generated within their own states. Another example is in the province of British
Columbia where from 1990-1993, the percentage of scrap tires that were being recycled (or re-
used) rose from 15% to 95%.

The State of Minnesota recommends the following: “Specific
strategies to source recyclable materials should be a key
component of your business plan. Many businesses designate
a full-time staff member to source recycled feedstock.”

26 ‘ Writing Business Plans for Recycling Enterprises
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The most significant problems you can encounter while developing a case for your market
probably fall into one of the following categories:

Unbridled Optimism

Don’t overstate your case. Be sure that your market data reflects demand for your products or
services as closely as possible. For example, if you’re planning to open an injection molding
business that makes home and garden watering jugs and plant pots, don’t simply use data that
establishes that the average household with a certain income level will spend X dollars on lawn
and garden supplies each year. The issue here is plastic watering jugs and plant pots, and if you
researched a little further you could find a breakout of garden supplies in your area by material
type (This may cause you to find an altogether different market: consumers or businesses that
want to recycle their existing plant pots but can find no collector).

Your knowledge of trends, both national and international, can be made an advantage as you
show your preparations for what the next few years are likely to produce in terms of markets. Do
not engage in wild-eyed optimism or generalizations. These trends must be real, not speculative.

Stale Data

Be sure that your references are as up-to-date as possible. For example, the U. S. Census is
conducted only once every 10 years, so the farther removed you are from the first year in each
decade, the less reliable the data becomes. However, portions of the census are updated more
frequently, and you can update it yourself by combining it with state or municipal government’s
estimates of population changes over that period. Good sources for current information are state
demographers and economic development authorities.

Your data needs to be the most recent available. In the cullet industry, for example, the number of
processors, the volume of recycling and the organization of the industry has shifted from one year
to the next—even from one quarter to the next. As another example, a few years ago it was
thought that through the use of pyrolysis, scrap tires could become a source of oil. Thirty-four
projects started up, proving the process feasible. No projects exist today, because the product was
too expensive, and yet the situation might reverse itself if and when an increase in tipping fees is
mandated.

Too Little Documentation

Provide very specific references to give the reader confidence that credible sources were used to
support your findings. In some cases, you may rely on footnotes. In other cases, you may want to
include as appendices specific pieces of information, such as trade association studies or articles
from business periodicals.
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Marketing Plan: SPECIFICS FOR PLASTICS RECYCLERS

General Information
In the plastics recycling industry, marketing is crucial:

 Recycled plastic is a commodity, and its price varies almost contract by contract.
I5RS



Polyethylene (PE)



For example, one processor may require only mixed plastics baled by the handler. Another may
have requirements for product purity of resin type and color with little or no contamination,
which requires the handler to sort and bale.

The demand for different plastic materials differs according to contamination levels, material
uniformity, and material characteristics such as heat color and tolerance. Clear PET has a greater
value than green PET because it can be made into products of any color. Again, the value of a bale
of natural HDPE will be affected by the degree of contamination. In all these matters, the handler
must respond to the quality specifications of the processor.

Plastics Processors

According to the American Plastics Council, processed post-consumer plastics should be seen in
terms of a spectrum of quality. “At the high-end of the spectrum, there are plastics that have been
sorted, baled and/or custom-ground and are contaminant free. At the low-end of the spectrum,
they are loose or baled mixed plastics with a relatively high level of contamination.” Some
reclaimers work with only one resin type. Others take many resins. Obviously, the processor’s
entire operation will be determined by the specifications of the end-user.

In transforming recycled plastic to match the end-users’ specifications, the processor may use a
variety of methods and equipment: washing and drying, custom-blending, extrusion, pelletizing,
grinding, shredding and granulating (For further information, see How to Develop a Viable Post-
Consumer Plastics Handling Business, pp. 13-14).

The major difficulty here is the swift change of technology in the plastics recycling industry,
which, together with changes in the end-user market, may require you to make large investments
in machinery and equipment. It may even outdate your existing equipment!

A useful publication, though slightly outdated, is The Cost to Recycle at a
Materials Recovery Facility (National Solid W

Plastics End-Users

The major marketing task of the end-user is to identify markets for finished goods which can
utilize recycled plastic feedstock (typically by resin-type) that can be used as a substitute for virgin
feedstock. The end-user must also constantly re-examine what is available through the handling
and processing phases, so that they can evaluate markets for finished products.

In some cases, the end-user can sell the final recycled product back to the original manufacturer
(Automobile batteries are a prime example). In other cases, the end-user will be a product
manufacturer who is choosing between different materials for his product. Because of fluctuating
commodity markets, this choice can be very difficult for a product-manufacturer as the prices of
both recycled plastics and alternative materials fluctuate. Price instability creates difficulties for
end-users. For example, is it advantageous or even possible to establish long-term supply
contracts? Or is it better to rely on short-term agreements that allow price flexibility?



Marketing Plan: SPECIFICS FOR GLASS RECYCLERS

General Information

The glass recycling business primarily involves collecting and processing cullet for eventual re-use
by the bottle-manufacturing industry, but more and more uses for processed cullet are appearing
and many of them are already viable:

. 90 percent of the cullet used in the U. S. is consumed by container producers.
There are fewer than 20 glass-container producers in the country, and the four
largest producers control 80 percent of the market. Most container production
facilities are located in five states: California, Illinois, Indiana, New Jersey and
Pennsylvania.

. For some 15 years, the container production industry saw declines in profitability,
changes in prices, consolidations and closures. In 1995, only 73 facilities remained
in operation. Successful companies responded by modernization and increased
efficiency, and the market they offer for cullet seems to have stabilized.

. Other uses for cullet include as a paving material (glasphalt, glass cement, trails and
road base), as construction aggregate, as insulation in the form of fiberglass, in
construction (tile, panels, bricks, synthetic marble), in paint (as glass beads), as
blasting material, abrasives, etc. It should be noted that many of these uses have
been developed by a single business or agency — this means that there is great
opportunity for disseminating the product by developing markets in other
geographical areas. A major source for information is the Glass Packaging Institute
(Washington, D.C.).

. The market for cullet is increasingly international.

. In one project, researchers reported the main advantages of cullet to be as follows:
e cullet compacts well, even in wet weather;
e s an excellent additive to natural aggregate in static loading situations;
e does not degrade under repeated loading;
e is highly permeable; and
* has no adverse environmental effects.

. Specifications for unpr






Glass End-Users

As we have said before, 90 percent of cullet goes to glass container manufacturers so most cullet
producers will deal with the existing network within that industry. There is a general feeling in the
industry, however, that various secondary markets for cullet have been insufficiently explored, and
is now expanding. More than 70 non-container applications exist for cullet, though many are still
in the experimentation stage (The Clean Washington Center has published a technical assessment
of non-container applications. Call (206) 464-6282 for a copy).

In examining your market, it would be wise to explore these secondary markets, especially in
alliance with your state and local authorities. They are particularly interested in the commingled
or colored cullet which has less interest for the container industry. The regional offices of the Glass
Packaging Institute can also provide invaluable information.

With an oversupply of some forms of cullet, legislators are also exploring new uses for cullet, and
the overall trend in the United States is to follow the European trends, which show recovery rates
as high as 70 percent — double the American rate.

Marketing Plan: SPECIFICS FOR SCRAP TIRE RECYCLERS

General Information

In 1991, scrap tire stockpiles contained 2 to 3 billion tires, and some 240 million tires each year
were added to stockpiles, landfills or illegal dumps. During the years since, a whole series of new
uses for scrap tires have been implemented. Government and private industry have cooperated
closely. The result is that the Scrap Tire Management Council can now report that, “Legitimate
markets for scrap tires are growing, and that, in a few years, concern over [stockpiled] scrap tires
may be a thing of the past.” In 1995, 69 percent of the scrap tires generated that year were
recycled, an increase of 26 percent over 1994.

The main uses for scrap tires are:
e as an energy resource, burned especially in cement kilns and electric
utilities or in special tires-to-energy facilities;
* in civil engineering uses, such as embankments, drainage layers, retaining
walls and breakwaters;
e in rubber-modified asphalt.

In addition, many dozens of consumer products are now made from recycled scrap tires.
Two marketing problems in the rubber recycling industry need special mention:

[l the situation determining supplies and markets varies very widely from state to
state. In some states, almost all scrap tires have already found a market, whereas
other states still allow their disposal in landfills.

[l the legislative and regulatory environment varies considerably from state to state,
and it is unclear in some matters at the federal level (e.g. mandates for rubber-
modified asphalt).

The result is that the generally optimistic picture for scrap tire recycling may not be visible in your
area. This could change your marketing strategy completely. Your description of The Market in
your business plan must therefore be localized.
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Scrap Tire Collectors

Nearly all states now regulate scrap tires, and some impose very strict laws and regulations. The
usual pattern is for the purchaser of a new tire to leave the scrap tire with the tire retailer, paying a
tipping fee (usually state- or local-mandated) to cover subsequent handling costs. Other tires come
from auto-dismantles. In this way, 95% of tires are now collected through the commercial
mainstream.

Scrap Tire Handlers

Many handlers sort and inspect scrap tires, with the goal of determining whether they have
enough tread to be resold as used tires or whether they are sound enough to be retreaded. There is
a large industry in retreads, which are not included in the category of “scrap tires.”

For further information on retreaded tires, contact the American Retreaders
Association, the National Tire Dealers and Retreaders Association, The
Retread Information Bureau, the Rubber Manufacturers Association, or the
International Tire and Rubber Association, which are listed in the Resource
Directory in this guide. Remember, also, the resources of Recycler’s World
and the Institute for Scrap Recycling Industries, Inc. on the internet.

The remaining tires are trucked either to a scrap tire processing plant or directly to an end-user.
Tire haulers may often have to be permitted, and, according to state and local regulation, they
may have to utilize manifests to move scrap tires.

The sorting process means that a handler is not simply a hauler. The prices a handler receives for
used tires, tires for retreading and scrap tires varies considerably (and locally), so this is an area
where a handler may spend profitable time examining his market in more detail. Sorting into
these categories, however, will require a facility that includes a sorting floor and storage space.

Some end-users use whole rather than processed tires. Most civil engineering uses, for example,
involve stacked whole tires, which are impermeable and or resistant to water corrosion. Some
handlers therefore deal directly with the end-user — typically a contractor to a county or
municipal engineer. Normally, this is an intermittent market as projects begin and are completed,
but in some states, whole scrap tires are so widely used that the projects provide a steady flow of
business. It is a worthwhile market for a handler to investigate both locally and statewide.

Scrap Tire Processors
Scrap tires may be subjected to many kinds of treatment (other than burning). They may be
chipped, shredded, crumbed, dewired, cut, stamped, powdered, and/or blended physically or
chemically with another material. The casing, the lining and the tubing may all be reused
separately. The choice of process will depend on:

e contracts w