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Criminal Risks to Plastic Recycling in Australia

Background

Plastic waste is one of three major environmental waste problems confronting the world
today. The others are solid waste and electronic waste. Each year, Australia generates
approximately 2.5 to 3.2 million tonnes of plastic waste. The most recent data compiled in
2023-24 estimated that 3.2 million tonnes of plastic waste was produced of which only 13%
isrecycled. An estimated 84% is sent to landfill. Plastic waste generation has nearly doubled
in Australia since 2005, and with increased demand, particularly due to population increase,
the amount of plastic waste is expected increase from 100 kg of plastic waste per person
annually to 146 kg per person by 2050.

All countries are struggling to find a permanent solution to the growing amount of plastic
waste. International efforts have stalled. A recent meeting in Geneva held to discuss the
United Nations proposed Global Instrument to End Plastic Pollution collapsed with no
agreement being reached. Known as the Plastics Treaty, if passed it will be the first treaty
to impose obligations on state parties to improve the regulation and management of plastics
across their supply chains.

Australia imports an estimated 60% of all plastic used in the country which enters as
products, packaging or raw resin, with the latter being used in local plastic manufacturing.
As a plastic importer Australia needs a robust mandatory international plastic reduction
framework if it is to combat plastic pollution and its impact on public health, non-human
species and the environment.?

But even with an international plastic pollution agreement in existence and Australian laws
regulating plastic pollution, they will be less effective unless strong crime prevention
frameworks are in place.> The absence of a comprehensive framework designed to prevent
or deter crime in the plastic supply chain will result in the creation of a problem larger than
the problem than Australia would be trying to solve.

The intention of this brief'is to alert all stakeholders involved in plastic recycling in Australia
of the current and potential criminal risks that apply to the industry. It is not intended to
be a thorough treatment of all criminal risks that could apply.

Criminal vulnerabilities

There has been little discussion about criminal risk in relation to the plastic recycling
industry in Australia. However, with the Australian Government aiming to introduce
reforms to plastic recycling and the recent announcement of the development of a new

' The term plastic recycling is a misnomer as plastic has a limited recycle lifespan and ultimately ends
up in landfill, in an industrial incinerator or the ocean.

2 There are approximately 16,000-plus chemicals in various plastics and over a quarter of them are
hazardous to human health. Most chemicals contained in plastic have never been tested for toxicity.
3 Especially fraud control and anti-bribery and corruption measures.
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plastic recycling plant in New South Wales, it is now important to generate discussion on

criminal risk and who is involved.

Criminal risks to the plastic recycling industry in Australia arise due to several factors,

including:

An extensive segmented, but connected, supply chain involving collection,
transport, sorting, material recovery, processing and reclamation, manufacturing
and reintegration of plastic waste. The supply chain can involve multiple actors
and locations which create vulnerabilities and opportunities for exploitation by
owners and managers and criminals;

Lack of capacity in Australia including technical skills to process plastic waste
together with the limited demand for recycled plastic, increases the risk of illegal
dumping in landfills, waterways, oceans, or illegally burned;

The price of recycled plastic is driven by supply and demand. This is a strong
incentive by all actors in the plastic recycling industry to evade costs and maximise
profits. Currently, recycled plastic is significantly more expensive than virgin
plastic. This together with weak demand for recycled plastic* could render current
or planned plastic recycling plants uneconomical. Organised crime acquires failing
businesses to launder the proceeds of crime. Using the co-mingling of funds
technique, proceeds of crime are mixed with legitimate income to make all funds
appear lawfully acquired. A plastic recycling business does not even have to recycle
any plastic to be seen successful on paper. Though it attracts less attention from
authorities, the public and whistleblowers if it does. The lack of traceability in
recycled plastic makes it easy for accounting records, particularly stock, transport
and sorting expenses, to be adjusted to absorb rises and falls in criminal income;’

Ownership of a business by criminal organisations results in criminals engaged in
serious crimes moving to an area where they previously do not exist or increases
their presence in that local area. It is not uncommon for criminals when they move
to a new area to consolidate the management of all their criminal activities in that
location;

International and national experience shows that as criminals acquire one aspect of
a business supply chain they learn and grow from the experience and then morph
into other components, eventually controlling most or all aspects of a legitimate

4 For example: food manufacturers and pharmaceutical companies might not be prepared to accept
any re-used plastic on health and safety grounds.

> Export firms in European countries have been accused of claiming to recycle thousands of tonnes
of plastic waste that either do not exist or are not actually being recycled. This method could be
applied together with the co-mingling of funds technique.
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business operation, which is then used for illegal purposes. In many countries,
organised crime owns and operate waste disposal companies. The simplistic nature
of many components of a plastic recycling supply chain lends itself to infiltration
and domination by organised crime groups, including international groups;

e The involvement of the federal, state, and local governments in plastic recycling
policy and management has resulted in a fragmented uncoordinated regulatory
approach that can be exploited by criminals;®

e Interaction between the public sector and private sector actors increases the risk of
passive and active acts of bribery occurring. Public sector employees captured by
corrupt elements could influence planning decisions, reports, the issue of permits
and contracts or monitoring/surveillance activities that favour criminal actors, and

¢ Limited understanding by regulatory agencies of organised crime, how to identify
it (especially when issuing permits or contracts) and combat it.

Criminal actors

The waste industry generally, of which plastic recycling is but one component is attractive
for criminals because it is high profit activity with a low risk of detection. The plastic
recycling industry in Australia is vulnerable to exploitation by:

e owners and/or managers of plastic recycling plants that are struggling to survive
financially or are simply seeking to maximise their profits by engaging in illegal
waste disposal;

e supply chain operators either individual contractors or employees or managers of
organisations contracted to collect, transport and sort plastic waste might decide to
lower costs and increase profits by dumping waste that they are contracted to collect
and transport, and

© Annastasia Bousgas and Hope Johnson from Queensland University of Technology’s School of Law,
concluded in their 2023 paper that the Australian Government’s central response to plastic packaging
the Australian Packaging Covenant is significantly flawed. According to Bousgas and Johnson the
“regime contains large ambiguities and loopholes that mean industry actors can, if they choose, mostly
avoid having to address plastic packaging in any meaningful way. It also lacks effective transparency
and accountability mechanisms — including, but not limited to, its exclusion of external stakeholders,
especially civil society”. Bousgas, A., Johnson, H., 2023. Australia’s response to plastic packaging:
towards a circular economy for plastics. Sydney Law Review 45, 305-336.
https://openjournals.library.sydney.edu.au/SLR/article/view/19173/16086 Plastic packaging
constitutes approximately 39% of total plastic waste in Australia. If the claims made by Bousgas and
Johnson map across to other types of plastic waste, particularly the lack of effective transparency and
accountability mechanisms then the criminal risk to plastic recycling in Australia due to poor
government legal and regulatory frameworks is substantial.

PAGE 3


https://openjournals.library.sydney.edu.au/SLR/article/view/19173/16086

Criminal Risks to Plastic Recycling in Australia

e national and international crime groups engaged in serious and organised crime
seeking opportunities to expand their operations into new areas and use different
methods to launder the proceeds of their crimes.”

Criminal methods

The handling, treatment or disposal of plastic waste has the potential to provide corrupt
actors and organised crime significant financial returns. Methods used to prevent discovery
include:

e Mislabelling or concealing the nature of plastic waste particularly waste that
requires special or unique treatment;

o Illegal dumping or illegal burning causing toxic air and water contamination;

e Transport of waste to state or territories of Australia with less strict environmental
standards or enforcement;

e False information provided and records kept on waste processed including
description, amount, the capacity of the plant, quality of output, and disposal
methods used for unrecyclable waste;

e Forging or issuing of false test results;
e Use of false invoices and false transport and storage documents, and

e Use of duplicate records. One set of records contains false information which is
presented for examination by regulators and the other contains accurate
information on the financial position of the plastic recycling plant.®

Criminal impact on plastic recycling

The impact criminal behaviour in the plastic recycling industry can be severe and far
reaching:

e policy decisions involving plastic waste management are corrupted, leading to the
establishment of recycling plants in inappropriate locations increasing the risk to
human and non-human health and the environment;

7 Section 54B of the Australian Crime Commission Act 2002 defines serious and organised crime to
mean a federal offence that may have been committed, may presently be being committed, or may
in future be committed, in circumstances involving 2 or more offenders; and substantial planning or
organisation; and the use of sophisticated methods and techniques.

% Where the co-mingling of funds technique is employed, it is common for the proceeds of crime to
be recorded in the books of account but disguised using a code. For example, in a car parts recycling
business the sale of a specific type and quantity of a narcotic might be recorded as exhaust systems.
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e contracts for lucrative plastic waste management contracts are obtained by bribery
and corruption, resulting in unskilled or poorly trained people managing,
transporting, storing and disposing of plastic waste;

¢ officials are bribed to bypass regulations, turn a blind eye to criminal behaviour (e.g.
illegal dumping) or to obtain licenses or permits to transport plastic waste, if
required. Left unchecked, criminal influence in the plastic recycling industry will
increase vertically and horizontally with many segments becoming corrupted and
honest participants in the waste recycling industry generally being influenced to
engage in similar illegal conduct;

e organised crime infiltration of local communities not previously infected by serious
criminal behaviour where a plastic recycling plant or plastic logistics hub are
located;

e increase in illegal waste disposal activities including dumping, resulting in
contamination of the environment including water catchment areas, local rivers and
the ocean;

e rise in violence between different criminal groups as they gain control of various
segments of the plastic waste disposal industry.® Incidents of that nature, if they
occurred, would cause significant damage to buildings, particularly surrounding
premises, and pose a very high danger to nearby residents and first responders due
to the burning of plastic containing toxic chemicals;

e increase in fraud including tax evasion and money laundering, and

e potential for transnational organised crime groups to form relationships with
national crime groups involved in plastic waste disposal leading to the illegal
dumping of internationally sourced plastic waste in Australia.”
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