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Efforts to Reduce Plastic Waste Could Drive 
Long-Term Shifts in Business Models 
Governments Look to Tighter Regulations and Circular Economy to Reduce Plastic Waste
 

 

 

 

 

Regulations are gradually tightening on plastics to reduce plastic 
waste, although this has a limited impact on plastic production. As 
social trends shift towards sustainability, plastic end-user sectors 
are exposed to regulatory risks. The petrochemicals sector will 
undergo long-term shifts on plastics as recycling technology and 
infrastructure improve. 

Sustainability Concerns Tighten Regulations 
Regulators are increasingly banning single-use plastics and setting 
restrictions on plastic disposal practices in response to 
environment and public health concerns. Policymakers are also 
looking to achieve a more “circular” economy, reducing the amount 
of resources needed to sustain the economy and the waste 
produced. 

Examples of such policies include investments in improving 
recycling facilities, as well as incentives to extend the lifespan of 
products through repair and refurbishment. 

The ban of imported plastic waste in such economies as China has 
disrupted global recycling practices. Many developed-market 
economies lack the ability to manage and recycle the plastic waste 
they produce, adding urgency to policies reducing plastic usage and 
investment in recycling and disposal capabilities.  

Production Little Affected by Regulations 
Plastic end-user sectors, such as consumer goods and food services, 
are most exposed to tightening regulations, driving initiatives to 
reduce plastic consumption and improve recycling practices. 
However, the coronavirus pandemic has highlighted the difficulty of 
shifting away from plastic usage. 

Fitch Ratings expects plastic demand will continue to grow in the 
next decade particularly in emerging markets, given limited viable 
alternatives. Some producers of plastic substitutes, such as paper 
and pulp packaging, have benefitted from increasing demand.  

Recyclability Will Improve  
Fitch expects improvements in recycling technology and 
infrastructure, and the development of viable substitutes, to reduce 
the demand for petrochemicals. Major petrochemical corporates 
have begun to adapt their business strategies in anticipation of this 
by investing in these more sustainable processes.  

  

“Regulations have limited impact on plastic 
production in the short term, with societal 
awareness gradually shifting towards 
sustainability. Plastic demand will continue 
to grow, particularly in emerging markets. 
Improving plastics recyclability will pose 
long-term risks to petrochemical demand by 
2050.” 

Jingwei Jia, Fitch Ratings 
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Regulations Tighten on Plastics in Response 

to Sustainability Concerns 
Global plastic production reached 368 million metric tons in 2019, 
with 57.9 million tonnes produced in Europe. Global production has 
increased by 36% since 2010, fuelled by economic growth, 
particularly in emerging market countries. China is among the 
biggest plastics producers, accounting for 31% of global production, 
according to Plastic Europe.  

 

This increase in the use of plastic has generated significant negative 
externalities to the environment and public health. Most plastic 
products have a short lifespan and are discarded quickly after use, 
leading to the accumulation of plastic waste. The disposal of plastic 
waste has driven societal concerns over the potential impact on the 
environment – such as the effect on marine life from waste that 
ends up in oceans. Plastic waste accounts for 80% of global marine 
litter. The impact on marine life consequentially poses concerns for 
human health, through the ingestion of plastics from the 
consumption of seafood. Waste-management issues are 
compounded by the low recycling rate of single-use plastics at 14%, 
far below the global recycling rates for paper (58%) and iron and 
steel (70%–90%).1  

Governments have started to tighten regulations on plastic 
production and usage. These regulations have primarily been aimed 
at reducing plastics consumption, and around disposal of waste. 
According to World Economic Forum, 170 countries have pledged 
to “significantly reduce” use of plastics by 2030, starting with rules 
or taxes on certain single-use plastics. 

Regulatory efforts are already underway in some regions. The EU 
has laid out plans to ban plastics by 2021 where there are reusable 
alternatives, particularly for single-use products such as bags, 
straws, utensils, coffee cups and water bottles.2 It aims to recycle 
50% of plastic waste by 2025 and 55% by 2030, and aims for all 
plastic packaging to be reusable or recyclable by 2030. 

China banned single-use and non-degradable plastic bags and 
straws in major cities by the end of 2020 and plans to expand these 
rules across the country by 2022. In the US, 16 states have enacted 
state-wide regulations around packaging waste – again, typically 
targeting single-use plastics. Canada has banned six types of single-

                                                                                       
1 The New Plastics Economy, Rethinking the future of plastics, Ellen 
MacArthur Foundation, 2016. 
2 European Strategy for Plastics in a Circular Economy, 2018. 

use plastics from 2021 – grocery bags, straws, stirring sticks, six-
pack rings, cutlery and food packaging made from hard-to-recycle 
plastics. India is working on a national policy aimed at completely 
phasing out single-use plastics by the second half of 2022 through a 
three-phased ban on the manufacture, use, sale, import and 
handling of single-use plastic items. 

Coastal and island countries have also actively tightened 
restrictions on usage of plastics, partly due to the negative impact 
of plastic waste on marine tourism that are essential for many of 
these economies. However, the impact this has on global plastic 
waste is limited due to their small consumer base. 

More countries are also starting to enact restrictions on the 
manufacturing and distribution of single-use plastics. Some 
governments are also taking steps towards a longer-term 
transformation into a circular economy, which aims to reduce waste 
and emissions as well as limit the use of resources needed to sustain 
economics systems. Examples of circular economy-focused policies 
include investments in improving recycling facilities and incentives 
to extend the lifespan of products through repair and 
refurbishment.  

The European Strategy for Plastics in a Circular Economy will levy 
non-recyclable plastics while developing mandatory requirements, 
labels, standardisation certification for recycled content, and waste 
reduction. Some countries in Europe have also introduced 
legislation on Extended Producer Responsibilities, which set 
recycling targets and create penalties for using non-recyclable 
packaging, amongst other measures. The UK will apply a plastic 
packaging tax to packaging that does not contain at least 30% 
recycled plastic from 2022. Australia’s recent legislation focuses on 
optimising the recovery and recycling of packaging, and aims for 
100% of packaging to be recyclable, compostable or reusable, and 
70% of plastic packaging being recycled or composted, by 2025. 

California became the first state in the US to require at least 15% 
post-consumer-recycled resin in plastic bottles from 2022. 
Reporting requirements will be imposed for manufacturers of post-
consumer-recycled plastics. We expect such legislation to be rolled 
out at the state level, rather than at national level, within the US in 
the future. 

China plans to release further announcements on policies to 
increase the recycling rates of plastics waste. India proposed a 
resource-efficiency policy in 2019, which focuses on the reuse and 
recycling of materials used in seven major industries. 3  Various 
states in the US have established and expanded recycling and 
processing programmes. 

Enforcement of plastic policies have varied among regions, with a 
UN report noting that implementation has been poor in some 
emerging-market economies and single-use plastics continue to be 
widely used and mismanaged despite policy efforts.4 Fitch expects 
that it may take some time for plastic regulations to fully come into 
effect in some countries as enforcement practices are established.  

3 Draft National Resource Efficiency Policy, 2019. 
4 UNEP, Single-Use Plastics, A Roadmap for Sustainability.  
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Disruption in Plastic Waste Trade Is Further 

Catalyst for Plastic Regulation 
Pressure to tighten regulations surrounding the use of plastics has 
been particularly high for countries that had managed plastic waste 
through exports. The flow of global plastic waste has grown sharply 
since the 1990s as global plastics consumption increased. 
Emerging-market economies, particularly manufacturing-heavy 
countries such as China, have been the main recipient of recycled 
plastic waste from developed market economies since the 1990s. 
Scrap plastic waste was managed and re-used in these economies to 
support industrial production. The EU-28 represents the largest 
source of export of plastic waste, accounting for around one-third 
of all exports of plastic waste from 1988 to 2016.   

China was the main importing country, with annual imports of 
plastic waste reaching 8.8 million tonnes before 2017, accounting 
for 55.7% of the world’s plastic waste. In 2017, China issued a ban 
titled “Prohibition of Foreign Garbage Imports: The Reform Plan on 
Solid Waste Import Management”, and banned the import of 24 
types of solid waste, including plastic waste. 5  The ban was 
prompted by concerns over the accumulation of plastic waste in 
China, and the resultant environmental concerns such as air and 
water pollution.  

 

Many developed countries that were large producers of plastic 
waste did not have the recycling capacity to manage this waste 
internally. These countries consequently re-directed plastic waste 
to countries with fewer restrictions, mostly in southeast Asia. 
Malaysia became the largest importer of plastic waste in 2018. 
However, these countries have also now begun tightening 
restrictions of plastic imports in response to environmental 
concerns. Malaysia announced a ban of plastic scrap imports and a 
crackdown on factories that process such waste illegally in October 
2018. Thailand made similar announcements to ban such waste 
from 2021, and we expect China extend its ban to eight more 
categories of solid waste from 2021.  

Amendments introduced in 2019 to The Basel Convention on the 
Control of Transboundary Movements of Hazardous Wastes and 
Their Disposal further tightened restrictions on cross-border 
plastic waste trading. The amendment expanded restrictions to 

                                                                                       
5 Notice of the General Office of the State Council on Issuing the 
Implementation Plan for Promoting the Reform of the Solid Waste Import 
Management System for Prohibiting the Entry of Foreign Waste, 2017. 

most types of plastic scrap and waste, both hazardous and non-
hazardous. This expansion took effect on 1 January 2021.  

These restrictions have caused a structural shift in the global plastic 
waste recycling system. The world’s total plastic waste trade flow 
decreased by 45.5% in 2018 in response to the ban, with Japan, US 
and several European economies seeing a sharp decrease in 
exports. With regulations banning accepting plastic waste being 
imposed, export countries deal with the issue through burning, 
sending materials to incineration, or gradually improving recycling 
rates. Fitch expects plastic bans to push many countries to 
undertake policies to reduce plastic consumption, invest in 
recycling management and facilities, and take a more circular 
approach to consumption and production.    

Regulations Have Limited Impact on Plastic 

Producers in the Short Term 
Corporates with high consumption of single-use plastics are more 
exposed to risks from tightening plastics regulations. Packaging, 
textile and consumer goods are the biggest end-use markets for 
plastics globally by far – food services and fast-moving consumer 
goods (FMCG) in particular. Retailers from these sectors have to 
bear the additional costs for using plastics, or find more sustainable 
substitute materials, such as paper, cotton, or recyclable plastics. 
Some of this additional cost could be passed to consumers, 
depending on the pricing power of different businesses and 
industries.  

 

Consumers themselves could shift towards more sustainable 
products as awareness of the sustainability and costs of plastics 
grow, particularly by younger consumers that appear to be more 
conscious of environmental concerns. Corporates are increasingly 
launching initiatives to highlight their commitment to sustainability. 
McKinsey & Company’s research shows that almost all the top 100 
FMCG companies have made sustainability pledges, such as 
achieving greater recyclability, reduction of plastics usage, and 
innovation and promotion of change in the use of packaging.6 Fitch 
does not expect these practices to affect credit ratings in the near-
term, but could influence company strategies and longer-term 
competitiveness.  

 

6 The drive toward sustainability in packaging-beyond the quick wins, 
McKinsey& Company, February 2020.  
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The pandemic has highlighted the challenges economies face when 
trying to move away from single-use plastics. The demand for food 
packaging, cleaning and hygiene products, and medical items rose 
sharply in 2020 due to the societal behaviour shifts resulting from 
the pandemic. Consequently, the price of polyethylene used for 
packaging consumer goods has grown rapidly since the beginning of 
2021. This is likely to persist in the near future as the vaccine 
programmes are rolled out, and social distancing practices will 
probably remain for some time even as economies reopen.  

 

The paper and pulp industry has benefitted from the shift towards 
sustainable packaging. More innovative companies are working on 
creating lighter and stronger packaging board that offers a lower 
carbon footprint, or developing flexible paper-based packaging 
with water-based coatings that can act as barriers for vapour, 
oxygen, and oil to replace plastics in packaging. 7  This increase in 
demand has positively affected some entities, although the near-
term credit impact is limited by the difficulty in finding cost-
effective substitutes to replace plastic usage in the near term.  

For example, Stora Enso Oyj has an ESG Relevance Score of '4[+]’ 
for "Exposure to Social Impacts" due to the group benefitting from 
the shift in social preferences towards more sustainable products 
and solutions. This has a positive impact on the credit profile and is 
relevant to the ratings in conjunction with other factors. Stora 
Enso's products are renewable and recyclable and sustainability is 
high on the company's agenda. 

Despite tightening regulations, Fitch anticipates overall plastics 
consumption will continue to rise in the medium term, supporting 
the demand for oil. Income and population growth, particularly in 
emerging markets, should drive demand for plastic even as 
developed economies attempt to reduce per-capita use of plastics. 
The lack of a commercially suitable substitution to many uses of 
plastics limit the scope of regulation and the overall impact on 
petrochemical demand. 

As plastic demand growth is mainly from emerging economies 
where recycling infrastructure is less developed, it is also unlikely 
that the global recycling rate will improve materially in the next 
decade. 

                                                                                       
7 The drive toward sustainability in packaging—beyond the quick wins, 
McKinsey& Company, February 2020. 

Recyclability Will Improve Over Time, Pressure 

on Long-Term Petrochemical Demand 
Fitch expects that ESG trends will have a more material impact on 
the petrochemicals sector in the long term, if recycling improves and 
technological developments drive more viable plastic substitutes. 
Fitch’s Vulnerability Score (ESG.VS) for the petrochemicals sector 
gradually increases to a score of 50 in 2050, indicating that ESG 
considerations might bring material changes to the production and 
demand for the industry by that point.  

The evolution of recycling practices is a key driver of long-term 
petrochemical vulnerability. Recycling plastics is currently costly, 
energy-intensive and unachievable for many plastic types. The 
global collection rate is estimated to be around 15% and mainly 
takes place in developed countries. Only 35% to 40% of the virgin 
material value of plastics collected for recycling is retained for the 
next use cycle, meaning that there is much potential for 
improvement in the collected-for-recycling rates, with actions to 
improve recycling quality and economics needed. The top three 
major recovery and reuse routes of post-use plastics are landfill 
disposal (40%), incineration (25%) and mechanical recycling (16%). 

The plastics that get recycled are mostly mechanically recycled into 
lower-value applications. Only limited types of used plastics can be 
mechanically recycled into the products for which they were 
originally produced, and the quality of plastics declines through the 
recycling process. Chemical recycling, on the other hand, enables 
recycling of a wider range of waste plastics by turning them into a 
material similar to crude oil. 

The plastics and chemicals created through chemical recycling are 
of higher quality than those created through mechanical recycling, 
but also more energy-intensive, with greater greenhouse gas 
emissions. However, chemical recycling is fairly untested on a large-
scale economic basis despite its benefits, and companies will need to 
invest capital to create facilities capable of doing so. UBS research 
expects chemical recycling not to be economical until 2030. Fitch 
believes the current recycling solutions are not available at large-
enough scale and are not economically viable. It will take long-term 
investment to develop and improve recycling capacities gradually. A 
number of governments have targeted infrastructure investment 
through policies supporting chemical recycling, such as the EU. 

Fitch views sustainability issues as an opportunity for the plastic 
industry rather than a threat. Downstream consumption sectors in 
particular, such as packaging and construction, now have the 
opportunity to innovate their product portfolios. Several Fitch-
rated companies are taking steps to arrange the collection and 
sorting of various types of plastics. For instance, LyondellBasell 
Industries N.V., BASF SE and Ineos Quattro Holdings Limited have 
formed partnerships to either build recycling plants or develop 
chemical technologies. Petrochemical companies have also started 
acquiring plastic recycling companies to expand their offering of 
recycled resins. These petrochemical companies will need to find 
cost-effective solutions to increase production of recycled plastic as 
customers shift away from virgin resin.  
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The growing substitution of virgin polymers will pose long-term 
risks for the petrochemical and oil sectors. Natural gas liquids could 
serve as a substitute of oil for feedstock, with less emissions for 
plastic production. The impact on oil demand is still limited due to a 
lack of investment in new processing facilities and limited refinery 
capacity for crude oil-based feedstock. Natural gas will probably be 
significant in replacing crude oil in plastic production in the long 
term. Bio-based feedstock could also replace virgin fossil feedstock, 
but the process is still in the early stages of development.  
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