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Summary of Findings

e The Commonwealth currently receives approximately $71 million per year in unclaimed
deposits, as reported to the Commonwealth through beverage distributors.

e The current redemption rate for the program is 38% for 2022, and the number of
containers covered by the program were approximately 2.3 billion in 2022.

e Adding non-carbonated beverages to the program will more than double the number of
containers covered by the program.

e Legislation has been proposed (5.2104, H.3676 and H.3690) that would double the
amount of the deposit from 5¢ to 10¢ per container.

e Assuming a start date for expansion and deposit increase of 1/1/26, we project that the
program will have a 63% redemption rate in 2029. At that point, the program will cover
5.3 billion containers, and the unclaimed deposits will total $201 million per year, which is
an increase of $130 million over current conditions.

e The program results, in terms of redemption rate achieved, are highly dependent on
program operations, program enforcement, the inclusion of many beverage types and
consumer convenience, as well as the deposit value (of 5¢, 10¢ or 15¢.) Redemption rates
in neighboring states reflect the effectiveness or deficiencies of program coverage,
program enforcement, consumer convenience and deposit values: Connecticut, 45%;
Maine, 78%; New York, 70%; and Vermont, 72%. Therefore, the redemption rate and
financial estimates in this paper reflect our best estimates given the parameters in SB
2104 at this time. If additional measures are added to the bill to increase consumer
convenience and program enforcement, those measures would likely result in higher
redemption rates in Massachusetts.

Background

A beverage container deposit law, or “DRS” has been in effect in Massachusetts since 1983. Since
then, consumers have redeemed an estimated 53 billion containers: or 66% of the 80 billion beer
and soda bottles and cans sold.

When the Massachusetts DRS was first enacted in 1983, very few non-carbonated beverages
were on the market, so they were not listed in the definitions of beverages that were eligible for
a deposit. Non-carbonated beverages have grown in popularity, and now comprise more than
half (59%) of all packaged beverages sold in Massachusetts. Senate Bill 2104 seeks to rectify this

1 We have reference 3 bills: S. 2104, H.3676 and H.3690. All 3 bills contain the same key provisions that are modeled
in this financial analysis related to the beverage types covered, container types covered, and amount of deposit.
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oversight by updating the DRS to cover the nearly 3.6 billion bottles and cans containing water,
juice, sports drinks, iced tea and coffee, other non-carbonated beverages, and wine and spirits.

Notes on Beverage Sales Estimates

CRI estimates approximately 3.8 billion non-carbonated beverages were sold in Massachusetts in
calendar year 2021, per CRI’s “2021 Beverage Market Data Analysis” project; these include wine
and spirits, but do not include milk and dairy alternatives. We have made adjustments to our
estimates to reflect a few factors in Massachusetts. First, we have scaled down our estimate of
non-carbonated beverages sold based on the current underreporting of carbonated beverage
sales to the Massachusetts Department of Environmental Protection (MA DEP). Our analysis of
data from industry sources suggests that distributors may be underreporting Massachusetts sales
by 18%. Second, we used sales data provided by MA DEP through 2021 for carbonated beverages,
and projected future sales using an annual growth rate of 0.5%, consistent with the post-COVID
national average growth rate for all beverages from 2021 to 2022. Lastly, the beverage sales
estimates included in our projections do not include non-covered beverage types, such as milk
and dairy alternatives, nor do they include non-covered beverage containers, such as paper
cartons and foil pouches.

Massachusetts Redemption Rate History

The bill is also slated to raise the deposit from a nickel—as it’s been since the law’s inception—to
a dime. After peaking at 87% in 1995, the MA redemption rate steadily fell to 50% in 2019, due in
large part to inflation’s erosion of the value of a nickel. Other factors for the low redemption rate
include non-acceptance of containers by most retail locations and the narrowness of the scope of
the law itself. The COVID-19 pandemic caused the rate to sink even more: to 43% in 2020, and to
an unprecedentedly low 38% in 2021 and 2022 -- the lowest redemption rate among the 50+
beverage container deposit-return programs in the world.

Existing conditions (2022) Modernized conditions (projection for 2029)

Carbonated beverages, 5¢ deposit, 38%

* H 0, 1
redemption rate All beverages,* 10¢ deposit, 63% redemption rate

Sales & redemption Total, Sales & redemption Carbpqated Non- Total
carbonate (existing) [ carbonate

Containers (millions) Containers (millions)
Sold 2,282 Sold 2,363 3,027 5,391
Redeemed 860 Redeemed 1,482 1,898 3,380

Dollars (millions) Dollars (millions)
Deposits initiated $114 Deposits initiated $236 $303 $539
Unclaimed deposit revenue $71 Unclaimed deposit revenue $88 $113 $201
Change

Containers redeemed (million) 2,520
Unclaimed deposit revenue (millions) $130

* Excludes milk, dairy alternatives, and nutritional drinks.

© Container Recycling Institute, 2024

Current and Projected Unclaimed Deposits

As the table above shows, in fiscal year (FY) 2021, the Commonwealth received $71 million in
unclaimed deposit revenues: these are the nickels that consumers voluntarily forfeit when they
choose not to redeem their containers or cannot find a convenient location to redeem their
containers. All financial estimates in this document, unless otherwise stated, are calculated in
Calendar Years (CY).

Massachusetts Estimated Unclaimed Deposits, March 2024 2



If SB 2104 passes, we estimate that the higher refund value will push the redemption rate up to
63% over the course of four years. Initially, we anticipate a 47% redemption rate and $281
million in unclaimed deposits in 2026, the first year of implementation. The redemption rate will
gradually climb as consumers grow accustomed to the new beverage containers on deposit. We
project a 63% redemption rate by 2029, with unclaimed deposits falling to $201 million by 2029.
We note that SB 2104 includes a provision that will increase the handling fee, and thus create
more favorable conditions for more redemption locations, which is a factor that leads us to
project increasing redemption rates over time.

The 63% redemption rate that we expect Massachusetts to achieve four years after the adoption
of a 10¢ deposit is also based on the percentage growth rates for redemption in Oregon in the
years following the adoption of their 10¢ deposit in 2017. Oregon’s redemption rate was 64% in
2016 before the deposit increase, and grew to 86% in 2019, before the pandemic. Because
Massachusetts is starting out with a much lower redemption rate than Oregon did before the
adoption of their dime deposit (43% in 2020 and 38% in 2021), we increased the anticipated
redemption rates by the same annual proportions that the rate increased in Oregon in the first
year of the deposit increase, as shown below (we did not replicate the Covid-related declines in
2020 and 2021). For the next 3 years, we used a growth rate of 10% (of the redemption rate),
rather than the 6% growth rate that was experienced in Oregon. The reason for the slightly
higher growth rate is the anticipation of provisions in the bill, including the handling fee increase,
that will likely lead to more redemption locations in the Commonwealth.

Actual Redemption Rates in Oregon, 2015 - 2022
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The chart below shows how unclaimed deposits are anticipated to jump from $72 million in 2025
to $281 million in 2026—assuming the dime deposit is adopted in 2026. Then, because
redemption rates are in an inverse relationship with unclaimed deposits, we foresee a slow
decrease in unclaimed deposits—to $201 million in 2029—as redemption rates climb to 63%.

Factors that Could Affect the Amount of Unclaimed Deposits Received
If consumers are more responsive to the financial incentive of the dime, then redemption rates
could be higher, pushing unclaimed

deposits lower. Revenues could also Projected Unclaimed Deposits in Massachusetts

be lower if beverage distributors
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Massachusetts beverage distributors © Container Recycling Institute, 2024

are already collectively under-reporting sales by about 18%. The array of deposit beverages is
relatively simple now, with only carbonated beverages on deposit. Adding non-carbonated
beverages will increase the complexity of the system due to the thousands of varieties of non-
carbonated beverages on the market, and many more distributors selling them. It will be more
important than ever to establish a robust auditing process so that unclaimed deposits that should
escheat to the Commonwealth do. Without monitoring and enforcement, unclaimed deposit
revenue will likely be much lower than the estimates presented herein. The experience of
California’s decades-long auditing program confirms this need; California’s program collects
millions of additional dollars of underreported deposits every year. Similarly, New York state
recently created a statewide, multi-agency effort to help prevent fraud within the system,
including recouping lost revenue and eliminating “the competitive disadvantage experienced by
companies that play by the rules.”?

On the other hand, establishing an auditing program for distributors, including large retailers that
self-distribute some beverage products, could lead to collection of unclaimed deposits that are
higher than the estimates shown herein.

Another factor that affects these estimates is the current lack of retailer participation.
Consumers are currently unable to redeem containers at the majority of retail locations. The non-
participation by many retailers creates an uneven playing field, where some retailers abide by
their legal obligation to redeem containers, while others do not. Data recently gathered by a

2 “DEC to Lead Multi-Agency Effort to Investigate Bottle Bill Fraud,” New York State Department of Environmental
Conservation, October 23,2023. Press release.
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large recycler indicates that only 23% of beverage retailers participate in redemption; the
remainder are free riders. To improve consumer convenience, the Commonwealth would need
funding (and personnel) for both distributor and retailer enforcement and might need to
promulgate new rules if existing rules are not stringent enough to compel compliance.

Unclaimed Deposit Totals at Various Redemption Rates

SB 2104 contains redemption rate targets for future years ranging from 65% to 95%. Hence, we
have also calculated unclaimed deposit totals at rates above the 63% value that is included in our

estimates. See the table below.

Deposits
initi:ted at Hypothetical redemption rates for bottles and cans
Total Container Sales 2029 10¢ with a deposit
(millions) 70% 75% 80% 85% 90%
Unclaimed Deposit Revenue At Various Redemption
5,390,529,959 $539

Rates with a 10¢ Deposit (millions of dollars)*

$162 $135 $108 $81 $54
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