
Resource Efficiency and 
Circular Economy 

Davos 
Dr. Laila Iskandar 
October 14, 2015 

 



Who is the Informal Sector? 

Source: J. Sundgren, 2005 



Informal Sector-why 
•  Key in securing scrap supply 

•  Important as it is still not a regulated industry 

•  No waste separation and transfer centers  

•  No organized recycling collection schemes at municipality level 

•  They are feeding arm to the whole industry ( at least 40% 

comes from their efforts on the ground) 

•  Economic survival of the poorest of the poor  











Issues and Challenges 
•  Formal Recycling Industry is not accessing, and will not 

access, valuable resources available in waste streams, 
because current waste systems are designed to 'eliminate the 
waste' rather than ‘harvest the materials'.   









The Informal Sector Would Never Allow this  
to Happen because it’s MONEY 



Issues and Challenges 
•  Experience with large centralized systems – be they 

governmental or multinational – has failed in many cities 
in the south. Municipal systems need: 

•  A  SWM system based on SMALL to MEDIUM entities 
which operate locally and which are licensed officially by 
the government to provide the service 

•  A system that provides unemployed youths with jobs and 
increased sustainable economic opportunities 

•  A system  that enables youths to utilize new and 
appropriate technology that  is: 
–  Environmentally and industrially safe and sound 
–  Based on existing value chains 
–  Inexpensive, easy to maintain  
–  Financed by local banks and/or Social Funds/

Social Enterprises 
–  Labor Intensive 
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Primary Collectors – Expenses 

• Given the Primary collectors’ strategic position (collection access to waste material), he is able to 
achieve a high net profit margin.  However, he needs to reach a minimum volume amount to offset his 
fixed costs 

• Since the introduction of the multinationals, access to waste has been declining and, therefore, 
threatens Collector’s business 

• 84% of costs are mostly fixed costs 
• If the collector does not include the opportunity cost of the family laborers, he will assume that it is a 

more profitable business than it really is 
• Based on the Fixed and Semi-fixed costs and the average sale price, the collector needs to collect 5.1 

tons / month to break-even; or, 78% of current collection volume 

Net Profit Margin = 
17.0% 
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Primary Collectors – Revenue 
• Aluminum is 5% of volume, yet 42% of 

resale revenue 
• Of the saleable material, Plastic and 

Aluminum makeup 41% and 42% of total 
sales, respectively 

• Collectors are very vulnerable to 
minor price and volume 
movements 

• Every 5% change (- or +) in price or 
volume has an 11% impact to Net 
Profit  

• Note: if both Aluminum and 
Plastic prices fall by 5%, net 
profitability falls by 22% 

• Under the old system – door-to-door 
collection – there was a high barrier to 
entry for new entrants 

• Given recent and proposed 
changes, like pooling and the 
multinationals presence, their 
position has significantly 
weakened 
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Plastic SMEs – Trade  
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Plastics SMEs in Mokattam 

•  Of the 29% increase in workshops from 1996 -  2000, the largest increase was in 
granulating and pelletizing  

•  The turnover for capital is 1 - 7 days (69%) and 8 – 15 days (25%) 
•  Capital for recycling Enterprises  

•  60% less than LE10,000 
•  Savings – 33%;  Sale of Property 31% 

•  Profitability in the recycling sector varies a great deal according to the type of work 
performed.   Specialty dealers and crushers and end product workshop owners earned 
more than the waste pickers, even though the latter are the primary collectors 
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Secondary Collectors (Traders) - Revenue 
• Traders purchase plastic  (or other inputs) from primary collectors  

and resells to larger traders or granulators 
• On average, traders contract with 26 suppliers 
• Traders do not granulate or clean 

• Requirement to become a trader is capital and storage 
space.  Therefore, given the low barriers to entry, there is a 
large number of traders 

• 56% and 30% of the Zabbaleen are traders (primary or 
secondary) in in Ezbet EL Nakhl and Mokattam, respectively 

• Traders voiced concern over the declining volume of recyclable 
materials 

• Declining volume can be attributed to the multinationals, 
changing consumer behavior, highly competitive market, 
and the decline in commodity prices 

• As prices decline, some collectors may become less 
incentivized to collect 

• Given the large number of traders, securing volume is 
becoming more difficult 

• Traders usually resell purchased materials within a week 
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Secondary Collectors (Traders) – Expenses 

Fixed	  
1% Semi-‐Fixed

7%

Variable
92%

Fixed	  /	  Variable	  Breakdown

• 92% of a Trader’s operating cost is the purchase of input materials.  As a result, most of the cost 
structure is variable and therefore, the only skill is capital and relationships, It secures volume) 

• Given the cost structure, it is very easy to enter and exit the market 
• As a result, net profit margin is 9%, lower than the primary collector 
• A Trader is getting compensated 9% for the use of his capital, some sorting, consolidation of 
volume and his exposure to price volatility (if any) 

• If the trader does not secure a buyer for his purchased material, he is very much exposed to price 
volatility 

• The trader makes most of their money on volume 

Net Profit Margin = 
9.3% 

Material	  Costs	  
(Inputs)
92%

Labor
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Transportation
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Operating
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Total	  Expenses	  Breakdown



A major paradigm shift in our understanding of how 
waste systems work in order to capture industry 
inputs from the materials in municipal sources 
generating the waste.   
 
Formal industries need to connect with traditional 
collectors and recycling SME's in well designed 
partnership models.  The waste of the city is the 
feedstock of industry.   
 
The current vehicle for this resource reaching 
industry is the informal sector.  They need to be 
formalized, upgraded and drawn into new, formal 
structures to keep the materials flowing to the 
industry and reduce reliance on costly, unnecessary 
imports, as well as reduce green house gases and 
global warming from having to extract these 
materials anew. 

We Need 



We Need 
 
§  To understand that Resource efficiency means doing 

important things for the poor people in a country 
through a re-conceptualization and re-design of the 
SWM sector and the circular economy 

§  The incorporation of the IS has achieved a measure 
of success in some countries (e.g. Brazil, Egypt, 
Turkey) 

§  There is a world wide increase in the acceptance of 
the IS in SWM (international cooperation agencies, 
governments) 

§  Strong interdependency of the informal and formal 
sector 









االلإإططاارر االلععاامم للللإإسستتررااتتييججييةة االلووططننييةة للللممخخللففااتت 
االلصصللببةة 

ننممووذذجج ممححططةة ووسسييططةة للللممففررووززااتت ففىى ننووببييعع – ججممععييةة 
	ححممااييةة  
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Hard Plastic 
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shape 

 
Sorted by Color 
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Orientation to:  
-  Ext. Producer Responsibility 

- Resource efficiency 
- Urban mining 

- SW as a secondary resource 
- Climate change 

                                       ……….. 

Poverty Reduction, Gender, PSP, MDGs, Environment, Health 

§  IS contributes to resource efficiency 
§  Urban mining 
§  IS promotes the use of recyclables as a secondary resource 
§  IS contributes to the limitation of Climate Change 

Changing Focus in SWM 

Traditional SWM 
as a Service  
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-Source segregation 
-Doorstep collection-wastepickers 
cooperative  
-Recycling of recyclables 
-Transport of residue in closed 
containers 
-Decentralised processing of organics 
-Diversion of limited non recyclables 
to sanitary landfill  
-National policy integrating 
wastepickers in SWM 
 



Informal Sector - Circular 
Economy Actors  

-Decentralised 
-Low Cost 
-Energy Efficient 
-Labour Friendly 
-High resource recovery 
-Operationally Sustainable 



Municipal Support 

-Financial support for 
Cooperative 

-Promote Recycling- 
-Protect space for recycling, 

sorting and trade 
-Subsidise costs of recycling 

‘non recyclables’ 
-Low value items 



Decentralised processing 
 

-Training 
-Enforcement 

-Tax benefit, incentives 



Citizen attitude and behaviour 

-Segregation 
-Change in NIMBY  
-Willingness to pay 

-Enforcement 
-Awareness generation  



Landfill site 

-Economic and 
environmental cost of 

maintaining landfill 
-Reject incineration based 

technology:big, 
aggressive vendors 

-Offer remediation to 
landfill affected 

persons 
CARBON CREDITS 









Ankara 
Recycling 

Association 

TURKEY 

Hamit Temel 
Eloïse Dhuy 

 

First World Conference of 
Waste Pickers, Bogotá 

1-2-3-4/03/2008 

Photograph: Zeynep Ömür Yılmaz 



In Istanbul’s outskirts Photograph: Jean-François Pérouse 



In Istanbul’s outskirts Photograph: Jean-François Pérouse 



Photograph: Zeynep Ömür Yılmaz 



Warehouses in Türközü before their destruction by municipality in 2003 

Photograph: Zeynep Ömür Yılmaz 



Press conference June 9th 2007 to 
protest against violence exerced on 

waste pickers 
 

Photographs: Eloïse Dhuy 



n  Founded in 2005 
n  First waste picker organization created in Turkey 

n  Official tool for recognition and visibility 
n  Preparatory step for the creation of a cooperative 

n  55 members, mostly men 
n  Works for the recognition of waste pickers by the local authorities 

 
 

 

 

 

 

 

ANKARA RECYCLING ASSOCIATION 








