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Deposit or Levy for Disposable Cups?
A Simulation-Based Analysis of Social Welfare
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Abstract: Single-use products—over 40% of which are plastic—continue to impose
substantial environmental and social burdens. This paper evaluates the social welfare effect
of two popular policy instruments, a deposit refund system (DRS) and a non-refundable
levy, with a focus on disposable cups. Our results show that while a non-refundable levy
induces higher participation rates that climb faster, the DRS maintains higher separation
(recycling) rates in the long run. Accordingly, as regulatory coverage expanded, the DRS
demonstrated superior environmental performance compared to the levy system. However,
the private sector's economic burden was lower under the levy system, with a significant
portion being transferred into the government's revenue. We thus find the levy system to
be a more balanced approach, yet stress that its effectiveness is contingent upon broad
regulatory coverage and policy consistency.
Key Words: Single—Use Products, Deposit Refund System, Environmental Levy, Circular
Economy, Welfare Economics
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3) BBC (23 July 2022). Disposable cup levy to be introduced in Ireland. https://www.
bbe.com/news/articles/crgknw5077wo.
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