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ESG Investing 
WASTE  

 

In investing, the continual search for information mispriced by or altogether missing from 

the market is often what differentiates successful investors. Investors are continuously 

trying to understand changing dynamics and the effect of externalities on companies’ 

businesses.  At GAMCO Asset Management, we view Environmental, Social and 

Governance (ESG) investing as a framework that can encompass externalities in a 

more holistic approach, enabling investors to consider additional, material information 

that may have long-term implications on a company’s future. Evaluating ESG issues 

can help identify both risks and opportunities within an industry. It is important that such 

information is considered because in most cases, it provides insight into how resource 

constraints and changing externalities are anticipated by management of a company. 

This ultimately may affect financial outcomes and shareholder value.  

For some traditional investors, it may seem difficult to think of Environmental, Social, 

and Governance beyond a feel-good investing trend. But increasingly, ESG is equated 

with a more comprehensive analysis with meaningful financial consequence. We 

believe that some of these important issues are often overlooked in investment analysis, 

which may be due to the industry’s bias to “short-term-ism.”  However, as fundamental, 

long-term investors who perform deep industry research and examine company 

fundamentals to understand both long and short-term business dynamics, ESG issues 

support active examination of interconnected factors material to a company’s business.   

Certainly, some factors are harder to evaluate than others.  But just as our global world 

has shifted in a myriad of ways, it makes sense that the world of investing evolves to 

consider important sustainable issues.  

 

Let’s take a look at one environmental factor, Waste Management.  
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Climbing Our Wall of Solid Waste  

Solid waste, as defined by the Environmental Protection Agency (EPA), is any garbage, 

refuse, sludge from wastewater treatment, water supply treatment or air pollution control 

facility and other discarded material including solid, liquid, semi-solid or contained 

gaseous material from industrial, commercial, mining and agricultural operations.  It is 

material that has no further use and must be disposed of in an approved manner, often 

locally regulated.  Solid waste is classified into five sub-categories including:  1) 

municipal solid waste (MSW - aka garbage, trash), 2) industrial waste, 3) 

construction and demolition debris, 4) hazardous waste and 5) agricultural waste.  

Within the first category of municipal solid waste (MSW) is most consumer related 

waste such as packaging, food scraps, sofas, computers, tires, grass clippings and 

refrigerators. 

The World Bank estimates more than 1.3 billion tons of solid waste is produced annually 

worldwide. This figure is expected to rise to 2.2 billion tons by 2050. The US, China, 

Brazil, Japan and Germany are the leading trash generators. Somewhat surprisingly, 

more than 50% of the world’s population does not have access to regular trash 

collection. According to the World Health Organization, only 39% of the world’s 

population has access to safely managed sanitation services. This is alarming, given 

the global impact of solid waste is growing fast and is a large source of methane, a 

powerful GHG pollutant. While China’s population is larger than that of the US, 

Americans still hold the top spot as the world’s biggest producers of waste (Exhibit1), 

with nearly 251 million tons of trash produced every year or roughly 4.4 lbs. per 

American every single day.    

Exhibit 1  

Source: The World Bank  
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It is important to understand the magnitude and impact of the growing, continual threat 

of all waste categories cumulatively on the environment, as well as our health and 

safety. Aside from methane gas, the negative impact includes pollution that seeps into 

ground water, flooding caused by clogged drains and other toxic discharges into the 

ocean and atmosphere.  Added to this, are the financial costs that cities or governments 

carry dealing with waste management issues and health related diseases. Poorly 

managed waste has an enormous impact globally. Indeed societies have been so 

wasteful that we have collectively created the “seventh continent of plastic,” also 

referred to as the Great Pacific garbage patch or Pacific trash vortex.  This is a 

vortex of waste in the North Pacific Ocean discovered in the late 1980’s which now 

covers an estimated area of nearly 1 million miles containing an estimated 80,000 

metric tons of plastic. That equates to a continent ranging somewhere between the size 

of Texas or Russia, depending upon density assumed. Mortality rates attributable to 

exposure from unsafe drinking water, sanitation and hygiene are highest in regions like 

Africa, Southeast Asia and the Eastern Mediterranean. But ultimately, cumulative waste 

affects us all. How do we begin to solve this large global problem? 

 

 

 

Trash 101 in the U.S.  

Within the US, most cities or towns only charge a flat service fee for the pickup of trash 

or recycling.  This is important to note and a significant distinction because unlike other 

utilities like gas, water or electricity, the net result is that most Americans pay very little 

attention to the actual volume of waste they generate daily.  If Americans were actually 
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required to pay for trash collection by weight or volume, aligned more with usage, could 

this be a natural deterrent to individuals generating increasing amounts of waste 

needlessly? It may put pressure on consumers to think more carefully before buying too 

many disposable products. Today there is little personal penalty in the US for 

generating too much waste  

But to really understand waste, we should understand the process for discarding waste 

in a community. The lifecycle of solid waste is separated into three main parts. Exhibit 2 

shows the path of trash:  

1) Collection at the site,  

2) Processing of the waste which includes transfer and recycling 

3) Disposal 

 

Exhibit 2 

 

 

Collection services provided to residential, commercial and industrial customers 

involve container pick-up- either cans or roll-off style containers. As it is picked up, the 

truck or waste vehicle typically compresses and compacts all waste.  

After a collection truck is full, it will travel to a transfer/processing station or it might 

travel directly to a landfill.  The waste that has been compacted is then dumped into 

processing.  Waste and recyclables will be further sorted, condensed and then 
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transferred onto long haul vehicles or rail cars.  The long haul rail or truck then 

transports and disposes of the waste at a landfill, a waste to energy facility, or a 

composting/anaerobic facility. The difference between composting vs. anaerobic 

digestion is that one occurs with oxygen in open air (composting) while the other is 

without oxygen in an enclosed structure (anaerobic). Anaerobic additionally produces 

biogas but the important end result is that they both help keep waste out of landfills 

ultimately.  

When thinking about waste and the environment, the clear prioritization of goals would 

be to prevent as much waste from being generated as possible to begin with.  In order 

of options, the priority ranges from prevention to disposal, with disposal clearly having 

the most negative environmental consequence as shown in Exhibit 3. 

Exhibit 3  

 

   

 

A few states such as California and Hawaii have instituted a ban on single-use, non-

biodegradable plastic bags to encourage consumers and retailers to waste less and 

shop with their own personal bags. Other cities and counties have imposed plastic bag 

fees to incentivize customers to use their own reusable bags.     
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State of Waste Facts 

Approximately 30% of the waste stream is paper related products. This would include 

old corrugated cardboard, old newspapers, etc.  Other types of recyclable commodities 

are scrap metal, plastics, and glass. More complex goods like batteries or computers 

require special disposal and handling. The most difficult to dispose of solid waste in the 

US is produced by a few select industries including: mining, agriculture and industrial. 

Going back to 1960, the total volume of MSW has more than doubled in the U.S. as 

shown in Exhibit 4.  

 

Exhibit 4 

 

Source: Waste360  

 

For all companies, waste has a clear cost.   Management must not only consider the 

waste produced in any manufacturing process, but also the packaging waste discarded 

when goods are shipped or consumed, hazardous waste that carries potential liabilities 

and of course the cost of disposal of any waste collected from the company by those in 

the waste management industry. If a company can reduce or mitigate the production of 

waste by-product in its manufacturing processes and its packaging, there are multiple 

benefits to the company, its customers, to the environment and society as a whole.  

This is one of many reasons why more and more companies today take the time to 

evaluate the waste they produce, analyze the product lifecycle from “cradle to grave” 

and undergo extensive packaging analysis to try to identify where packaging can be 

reduced to the end consumer and leverage recyclability wherever possible.  Indeed, 

some companies make a “zero net landfill” target a cornerstone of their sustainability 
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efforts. All such effort contributes not only to reducing local waste, but helps magnify the 

global benefit of slowing waste accumulation.    

As shown in the diagram below in Exhibit 5, more than half of municipal solid waste 

(MSW) of the US ends up in a landfill, with approximately 34.6% recycled and 

composted.  The EPA has estimated that recycling efforts annually reduces 186 million 

tons of carbon dioxide equivalent emissions which is comparable to annual emissions of 

over 39 million passenger cars. With already 2,000 landfills and waste to energy 

facilities located throughout the US, it is clear that minimizing waste ending up in 

landfills needs to become a priority for every company and person. Management of 

waste with the objective of minimizing what ends up in landfills will have the most 

positive future impact.  

 

Exhibit 5 

Management of MSW in the U.S. 

 

 

Source: Environmental Protection Agency 

Currently, the US has one of the more advanced waste disposal infrastructures and 

systems in the world. Within our country, less than 10 of the largest waste companies 

account for nearly 50% of the industry’s revenue. There are 20,000+ collection and 

processing companies. This collectively represents approximately 376,800 employees 

and $75 billion in revenues each year.   Americans produce a lot of garbage and pay for 

companies to manage it for us.   
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So what do we exactly pay for?  

- Waste Collection (regular pick up of garbage) is 55% of industry revenue  

 

- Waste Treatment & Disposal (handling of waste after collection) is 20% of 

industry revenue. This includes composting, incineration, landfills, recycling. 

 

- Remediation is 15% of industry revenue and is perhaps the most dramatic 

part of waste disposal process as it includes any clean-up of oil spills, ground 

contaminates, removal of asbestos or lead paint, restoration and processing 

of hazardous waste materials.  

 

-  

 

 

Since all waste has a negative impact on the environment and causes pollution, it is 

hard to underscore the importance of recycling, from the most simple of products 

individuals throw away to the most complex solid waste materials companies discard.  

The emission benefits of systematic collection, recycle and reuse efforts add up 

significantly.  Some examples of such GHG benefits of such recycling and composting 

efforts are listed in Exhibit 6, estimated by the EPA.  
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Exhibit 6 

GHG Benefits associated with recycling/composting of specific materials (in 

millions of tons recycled and composted, MMTCO2E and in numbers of cars  

 

Source: Environmental Protection Agency, Advancing Sustainable Materials Management 2014 Fact Sheet 

 

So how should investors think about waste, or waste management in the context of 

companies and their management of such an ESG risk?  
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Connecting the Dots – Waste and ESG Investing 

Environmental, Social and Governance (ESG) investing is a framework that considers 

environmental, social or governance issues and recognizes the impact of such issues 

as risks or constraints in a company’s business. Waste is just one factor within 

environmental issues to consider by any company. Companies that are proactively 

measuring the amount of waste produce across their business are taking the first step 

to understand their processes in order to target reduction.  At the extreme, there are 

some companies which aim to reach a zero waste target, meaning they aim to achieve 

zero waste to landfill.  These include several global companies which reuse everything 

from packaging to staff food scraps.  Some companies estimate that with disciplined 

processes, they save millions in addition to identifying inefficiencies. As investors, we 

can benefit by carefully understanding which industries and companies have the most 

direct financial impact from waste management issues, as well as which are better at 

managing it within their business operations. In essence, it broadens the definition of 

the true “cost” of goods produced when one considers waste output and long term 

impact to the environment or society.  ESG considerations can help inform which 

industries should pay particular attention to waste, while considering that all industries 

benefit from generating less waste.  

According to the Sustainability Accounting Standards Board (SASB) which guides 

investors on materiality of ESG issues, the industries most financially exposed to waste 

related risks are detailed in Exhibit 7:  

Exhibit 7 

 

 

HealthCare Transportation Resource Transformation 

Biotechnolocy Automobiles Chemicals

Pharmaceuticals Auto Parts Aerospance & Defense

Medical Equipment & Supplies Marine Transportation Electrical & Electronics

HeatlhCare Delivery Containers & Packaging 

Technology Services Renewable Resource & Alternative Energy

Electronic Mftg & Services Restaurants Solar Energy 

Semiconductors Cruise Lines

Non Renewable Resource Consumption Infrastructure

Oil & Gas Refining Meat, Poultry, Dairy Electric Utilities

Oil& Gas Services Food Retailers & Distributors Waste Management

Coal Operations

Iron & Steel Producers

Metals & Mining

Construction Materials

Source: Sustainability Accounting Standards Board, Materiality Map TM
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As long term investors, we can be better informed by considering waste management 

as we consider a company’s operations.  Those global companies who recognize waste 

as an important cost to their business and set targets to evaluate, track, manage and 

reduce their overall waste produced will become more efficient.  

Some are able to reduce wasted material in manufacturing by redesigning processes, 

while others in consumer product categories have gone to great lengths to reduce 

packaging and shipping material. Large industrial waste is some of the most toxic and 

any reduction of such decrease a company’s liability and potential penalites.   While 

reducing waste generated is not easy, it can contribute to higher profit and sustainability 

of the underlying businesses that achieve it. We have seen companies restructure their 

operations so they can leverage recycled materials more as components in production 

or become sustainability leaders with net zero landfill or zero waste targets.  

Decades ago, this did not matter to investors. But accelerating population growth makes 

the need to focus on waste more clear now. Many companies have still not established 

formal processes to consider such sustainable issues when developing business 

operational plans. However, we believe sensitivity to waste produced and management 

of waste is an externality of increasing importance.  Connecting the dots between 

environmental, social and governance issues is critical to evaluating both the risks and 

opportunities as long-term investors. We further believe it differentiates businesses 

which consider relevant factors to their industries.  

 

Investment Opportunity  

In addition to paying attention to the risks related to waste, there are also clear 

investment opportunities for companies directly involved in the ecosystem that manages 

global waste processing.  This is an area that we have closely examined and invested in 

for some time. Dynamics and long term trends in the waste industry were initially 

addressed in our report “Waste -101” Gabelli & Company, Inc., 2012.   

In that report, we highlighted the stable, largely recurring cash flow that companies in 

the waste management industry generate, the important work and the trends in 

commodity pricing and advances in waste to energy trends. Waste will always be 

produced as the population grows. It is an attractive industry with barriers to entry. 

Increased population provides a strong incentive for governments around the world to 

create well thought out waste management infrastructure.  We highlighted several US 

companies in that report involved in waste management that we felt were interesting 

investment opportunities.  
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Why Gabelli & ESG?  

GAMCO has been involved in responsible investing since 1987. Our fundamental, 

bottom up long term approach focuses on investing in industries where we have 

accumulated, compound knowledge. Considering material ESG issues, such as waste, 

provides us with additional insight. However, we believe there is a lot of information in 

these areas which is still evolving. This necessitates both experience and active 

judgment to best consider such issues.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For more information on ESG investing: 

Christina L. Alfandary (914) 921-5101, ESG & Sustainable Investments  
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