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SUBJECT  “In-sourcing” the hauling of recyclable materials from the transfer stations managed by the Solid Waste Division, to recyclables processing facilities.

SUMMARY  The Solid Waste Division operates waste transfer stations and ‘drop boxes’ for the collection and transfer of the region’s solid waste.  The transfer stations also receive and transfer recyclable materials to private recyclables processing facilities.   Currently, the function of hauling the recyclables bins to processing facilities is done by a trucking firm under contract to the Division.  During the 2007 county budget process, the Executive proposed ‘in-sourcing’ the hauling of recyclables—having the work done in-house, rather than contracted out.  The Council, through a budget proviso, directed a closer review of this proposal, restricting the expenditure of funds pending approval of a motion releasing funds. 
BACKGROUND  The municipal solid waste transfer stations operated by Solid Waste Division provide recycling services to the public by means of placement of large recycling bins to receive recyclable paper, wood, tin, aluminum, plastics, glass, and other recyclables.  The Division contracts with a private firm to haul the recyclables bins to two recyclables processing facilities—the Rabanco facility in the SODO area, and Smurfit Stone in Renton.  The contractor hauls from a total of nine locations—six transfer stations, one staffed drop box and two unstaffed locations.  The contractor charges $196 per haul, plus the cost of expenses for hauling from Vashon Island and rental fees for recycling bins, for an average cost of $211 per haul.   In 2006, there were 5,102 trips made, totaling $1.07 million for the year.  
The Executive proposed, in the 2007 budget submittal, to take this function in-house, having it performed by Division-employed truck drivers, using Division-owned equipment.  This proposal was based on the Division’s analysis of potential operational savings from ‘in-sourcing’ this function.  

During budget review, the Council indicated an interest in reviewing this proposal more closely.  A proviso was included in the budget, as follows:  
Of this appropriation, $540,000 shall not be expended or encumbered until the council adopts by motion a report and recommendations submitted by the executive on the financial savings or policy advantages gained by insourcing of solid waste recyclable hauling work currently provided by third-party vendors. The report shall discuss alternatives to insourcing and shall include a five-year projection of insourcing-related program costs, including vehicle replacement plans, estimated employee escalation costs and other costs associated with absorbing this body of work and a five-year projection of the impact of those program costs on solid waste disposal fees.
The Executive has transmitted a report analyzing the strategy of ‘in-sourcing’ recyclables hauling.  The report notes the increasing profile of recycling as a waste management strategy, and the experience with contractors hauling recyclables from transfer facilities.  Fiscal information, including the costs to the division of contracting this service out, compared to the cost to manage it in-house, is provided.  In particular, the report indicates as follows:

	
	2008
	2009
	2010
	2011
	2012

	Cost to Division for ‘in-sourcing’
	1,552,981
	791,952
	813,256
	835,137
	857,612

	Cost to Division for contracting
	1,133,000
	1,166,990
	1,202,000
	1,238,060
	1,275,201

	Savings from ‘in-sourcing’
	(419,981)
	375,038
	388,744
	402,923
	417,589


Division figures indicate that, in the years from 2008 to 2012, a cumulative savings of $1,164,313 will be realized as a result of ‘insourcing’ recyclables hauling.  The report indicates that any impact on solid waste fees will be negligible; that through 2010, the Division’s rate forecast assumes that recyclables hauling will be in-sourced; beyond 2011, sustained annual savings could slightly reduce the increase in future tipping fees. 
The report also speaks to a policy concern about the implications of taking a body of work in-house, with specific regard to constraints on re-contracting that work at a later date.  The concern relates to court findings which limit a public body’s ability to contract out a body of work to the private sector, once that body of work has been performed by public employees. The report makes the case that there are significant advantages to in-sourcing the work, including allowing monitoring of recyclables and to dispatch hauling as needed; providing backup truck drivers for recyclables or solid waste as needed; reducing response time; and giving more control over potential labor issues.   
Proposed Motion 2007-0230 provides for the approval of the executive’s recommendation for in-sourcing the hauling of recyclables.
ATTACHMENTS: 

1. Proposed Motion 2007-0230, with attachments
a. 2007 Budget Proviso Response Report:  Insourcing Recyclables Hauling 
2. Transmittal Letter dated March 29, 2007
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