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T 
he waste industry is both 
fascinating and frustrating. 
It encompasses almost 
all that life has to offer – 
anything from elation to 
despair. It can be muck and 

bullets, very technical, highly political 
and the law is never, ever far away. It can 
be centralised and highly planned and at 
another level, very dispersed and almost 
dysfunctional.  It can be socially very 
responsible, but then anti-social to the 
point of criminality.  At a government 
level it is both fish and foul, sitting 
equipoised between three government 
departments – DEFRA, DECC and BIS.  
No one of them taking responsibility or 
even wanting to acknowledge everything 
this industry involves.

Of course DEFRA was the traditional 
home for waste management, being 
associated as it was with the protection 
of human health and the environment. 
Disposing of waste in a hole in the 
ground needed to be brought under 
control and the laws passed in the early 
nineties started to do this.  Climate 
change impacts then became an issue 
and both recycling and energy from 
waste (EfW) became the preferred means 
of dealing with it. Targets came in and 
infrastructure started to be built, and as 
this happened, waste management had 
its own industrial revolution with waste 
being treated in factories, called MRFs, 
anaerobic digesters and EfW plants.  

Landfill tax was introduced in 1996 
by the now Lord Deben, and it was this 
that brought about the revolution – but 
not overnight. What was expected to be 

a boom in recycling and energy from 
waste facilities just did not happen. As 
landfill tax increased year-on-year, local 
authorities merely passed on the cost 
to the council taxpayer and continued 
to send their waste to the landfill. 
Meanwhile, the commercial& industrial 
(C&I) waste collectors had no incentive 
to do anything different. So didn’t. 

Government could do nothing about 
the private sector, but faced with targets 
imposed by Brussels and potential fines 
if they did not achieve them, the Landfill 
Allowance Trading Scheme (LATS) was 
introduced, limiting the quantities of 
waste that local authorities could send 
to landfill. Following the principle of 
both stick and carrot the private finance 
initiative (PFI) was also introduced that 
provided local authorities with financial 
support to their budgets, enabling them 
to invest in infrastructure. Meanwhile, 
landfill tax was increased year on year 
until today, where it sits at £82.60 per 

tonne.  The result of this created an 
acceleration in the growth of waste 
treatment infrastructure, building up to 
a frenzy of contract negotiation, with 
a cohort of financial and legal advisors 
creating an industry of their own. 

In December 2012, however, the 
bubble burst. Treasury took the decision 
to end PFI and early in 2013, the 
aftermath hit the waste industry with 
the cancellation of three northern local 
authority projects. All of a sudden the 
boom was over and the industry faced a 
very different scenario.

It did, however, give us the fleet of 
EfW plants we have today, but, with a 
couple of exceptions, they are all built 
or being built dependent upon public 
contracts and accepting mostly - and 
some exclusively - municipal waste. C&I 
waste operators still had no place to go 
other than recycling what they could 
and then either exporting the waste in 
the form of RDF or landfilling it. In 
consequence, despite over thirty energy 
from waste plants in the country coming 
into being over the last 20 years, there 
is still around 15 million tonnes of C&I 
waste being sent to landfill. With a 
growing population, this figure is likely 
to increase. The problem is that landfill 
capacity is shrinking, and as landfills 
close, the cost of transportation increases.  
Whilst landfill tax is now unlikely to 
increase above inflation, it is unlikely to 
decrease, so the cost of disposal to the 
C&I waste collectors continues to rise.  
Recycling is at best an uncertain business 
and in recent months has seen drops in 
commodity prices that have left a number 
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large number ACT projects brought 
forward into development and to a large 
extent, this has kept the EfW sector in as 
dynamic a shape as it has ever been.

The fact is, the UK has a substantial 
gap emerging between the demand and 
supply of energy and this is likely to 
mean that at least 5 GW of generation 
is required over the next decade.  Even 
if every bit of waste produced in the UK 
was used for energy recovery, the amount 
produced would only be around 2 GW. 
So energy from waste cannot be the 
solution to the UK’s energy problems and 
it is hardly surprising that DECC keeps 
attention focused elsewhere. If we are also 
honest with ourselves, the incentives are 

there to implement energy policy.  What 
is happening in our industry is that they 
are being used to subsidise the gate-fees 
of waste management companies. That is 
not what they are there for.

Since the 2015 General Election, 
decision making in DECC has not hung 
around. Ed Davy was barely out the door 
and Amber Rudd, the new Secretary of 
State, ended support for onshore wind 
and solar, reduced the Green Deal, 
removed the Climate Change Levy 
exemption, removed guaranteed subsidy 
for biomass, delayed the next auction 
round for the CfD, and accelerated 
planning on fracking.  The removal of 

of businesses struggling. On the surface, 
export looks to be an attractive option, 
but not all is as it seems. The warm 
summer on the continent and low energy 
prices depressed the demand for RDF fuel 
and a number of off-takers postponed 
deliveries. The waste industry comprises 
5 or 6 large companies and around 3000 
SMEs.  The SMEs cannot base their 
businesses on such an erratic marketplace. 
Stability is required. Where better to find 
that than through EfW, which deals with 
the entire non-recyclable waste stream and 
receives an income from something always 
in demand?  Energy.

And that is what has happened. Over 
the last 3-4 years, merchant projects 
have developed, but on a different basis 
to those PFI projects.  These new plants 
need to work in a competitive market, 
and whilst it is not necessarily reality, the 
perceived competition has been the cost 
of export rather than the price of landfill. 
In consequence, rather than matching 
the landfill price, to secure a waste supply 
sufficient to finance the plant, gate-fees 
have been offered to match export – 
typically around £30/t less than the cost 
of landfill and as much as £60/t below 
the most expensive public sector EfW 
plants. To do this, advantage was taken 
of the incentives available under the 
Renewables Obligation and applied to 
the biogenic content of the waste fuel. 
Hence Renewable Obligation Certificates  
(ROCs), the Renewable Heat Incentive 
(RHI), and now the Electricity market 
Reform Contract for Difference (CfD) 
bolster the profit line of the plants to 
maintain the investor return in the face of 
lower gate-fees.

In the case of Advanced Conversion 
Technologies (ACT) – primarily 
gasification, but also pyrolysis - the RO 
with its double ROC fitted the bill well. 
Thus, in recent times there has been a 
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CCL exemption hit the bottom line of all 
renewable energy producers by over £5/
MWh, including the combustion EfW 
plants.  The delay in the CfD auction has 
meant that new development relying on 
the renewable incentive is delayed until 
the next auction takes place – now not 
likely until next year and even then we 
can expect different rules to the game.

The problem with subsidies is that 
businesses start to rely on them and even 
when the incentive is a windfall, the extra 
revenue becomes internalised into the 
normal profit & loss of the business.

So yet again the future of waste 
to energy now hangs in the balance. 
The question is not whether it will 
survive – there is more than enough 
waste still going into landfill to ensure 
that, and baseload energy will be in 
demand for many years to come. What 
is now uncertain is the pace of future 
development. The difference in revenue 
streams from electricity sales from ACT 
and combustion EfW will narrow and 
the revenue for both will be lower (due 
to the removal of LECs). The returns 
demanded by investors will not reduce, 
however, so the difference must be made 
up by the gate-fee.  If waste collectors 
(after recycling what they can) are to 
differentiate themselves in the in the C&I 
waste market, they either have to export 
or find capacity within an EfW plant. 
The ability to export is limited, so EfW 
seems to be the only long-term option. 
But opportunity for bargain basement 
gate-fees is gone. It will take time for 
this realization to dawn, but it will, and 
EfW will live to fight another day.  What 
was that Chinese curse?  May you live in 
interesting times!

In recent times there has 
been a large number ACT 
projects brought forward into 
development and to a large 
extent, this has kept the EfW 
sector in as dynamic a shape 
as it has ever been.


