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Environment, Climate Change and Land Reform Committee 

Deposit Return Scheme 

Written submission from the Federation of Wholesale Distributors 

Introduction 

The Federation of Wholesale Distributors (FWD) is the member organisation for UK 
wholesalers. Our members make a significant vital contribution to the British economy 
and generate annual revenues of £29bn, employ 60,000 people and generate £3bn of 
gross value added to the UK economy annually. 

Food and drink wholesale distributors supply up to 330,000 food service businesses 
and 72,000 retail grocery stores, supporting local high streets and small independent 
businesses across the United Kingdom. Including the whole value chain, the food and 
drink wholesale distribution sector supports 1.4 million jobs; nearly 2.5 times as many 
as Tesco and more than the next four largest supermarket chains combined. 

We work closely with the Scottish Wholesale Association as our partner organisation 
representing our members’ interests in Scotland. 

We are particularly concerned that the proposed timeline of 2023 for England would 
allow for two  potentially different DRS solutions being implemented across the UK. 
By the time DRS comes into force in England, Scotland’s model will be outdated. It is 
essential that there is a single DRS system across Britain because a separate scheme 
will increase operational costs, reduce efficiency and increase the likelihood of fraud 
by creating a trading border between Scotland and the rest of the UK and the EU.  

1. Scope (materials) – the types of container proposed to be covered and 
excluded and any specific issues. 

FWD do not support the inclusion of glass in the proposed DRS. Including glass 
represents a health and safety challenge for: retailers, particularly small convenience 
stores, due to a lack space; online retailers, who will be obliged to take back glass 
containers; and potentially wholesalers in terms of Section 11 and the back hauling of 
returned materials.  

The inclusion of glass will also increase the operational costs of the DRS for 
wholesalers, the supply chain and the Scheme Administrator due to the greater weight 
and lower material sale value of glass. Glass compatible Reverse Vending Machines 
(RVMs) are more expensive than standard RVMs and take up more retail space. This 
means they are more likely to be utilised by supermarkets, leaving small convenience 
stores to accept returned glass manually, putting them at a commercial disadvantage.  

A RVM can only hold 200 glass bottles at a time, which means they must be emptied 
frequently. FWD believe the DRS represents an economically inefficient way to collect 
and recycle glass as a result. A standard RVM holds three times as many PET bottles 
or aluminium cans.  FWD are concerned at the disruptive influence the inclusion of 
glass will have on the drinks supply chain and on existing local authority glass 
collections. 
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Additional Scheme Administrator costs involved in the transportation of glass; higher 
retailer handling fees to cover its collection and low material revenue value will lead to 
higher differentiated producer fees.  

This will potentially lead to higher prices of glass packaged products for wholesalers, 
retailers and consumers if the producer is being charged more.  

2. Scope (retailers) – implications of the scheme applying to all retailers selling 
single-use drinks containers, including online retailers, and exclusion of businesses 
such as pubs and restaurant that sell drinks for on-site consumption.  

No response provided. 

3. Costs and operational impacts – costs anticipated for your business, service 
or sector and the appropriateness of the proposed financing model (that the scheme 
will be funded via unredeemed deposits, revenue from the sale of materials and a 
producer fee).  

FWD believe the early implementation of a DRS in Scotland will lead to increased 
costs and disrupted trade for wholesalers. DRS will impact on 3-4,000 Stock Keeping 
Units (SKUs) on average for wholesalers. Wholesalers are a critical element in the 
Scottish and UK grocery supply chain, with 80% of the retail market being supplied by 
a wholesale channel that operates UK wide. 

FWD have been consulting with DEFRA and UK Government on the proposed DRS 
for England. We are concerned that the DRS proposed by the Scottish Government 
will have a significant and detrimental impact on wholesalers in Scotland and the wider 
UK. The Scottish DRS would set up an internal beverages market within the UK with 
a trading border between Scotland and the rest of the UK and EU.  

Until now, wholesalers, producers and retailers have been able to trade beverages 
throughout the UK without commercial restriction and without knowing the final 
destination of the beverages. The administration involved in swapping/forecasting 
appropriate rest of UK stock, to service the fluid but significant demand from non-
Scottish customers will result in operational and cost inefficiencies.  

Differing treatments for stock holding and sales will effectively create a “hard border” 
until a UK wide DRS might be adopted. This is similar to bonded alcohol stock, which 
also has stock segregation requirements due to the differing treatment applying on 
export and domestic stock. It’s imperative that Scottish wholesalers retain the ability 
to service both the UK and Scottish markets. We would recommend, in line with 
alcohol duty rules that  the DRS Regulations provide DRS “drawback relief” whereby 
any stock originally attracting a DRS deposit but later sold into the rest of the UK will 
have the deposit element refunded to the wholesaler by the Scheme Administrator.  

Producers (or importers bringing products into Scotland) must decide if it makes 
commercial sense for them to produce separate Scottish production runs with Scottish 
labelling and bar codes. The likelihood is that larger producers such as the major soft 
drinks companies will choose to take this approach. However, smaller producers will 
find this prohibitively expensive. It appears as if they will be given the option of having 
a UK wide or international label while paying a higher system fee to cover the potential 
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fraud costs of their non obligated products sold in England being sold in Scotland or 
redeemed in Scotland to claim a deposit which has not been paid by a consumer. 
Approximately 75-80% of brands are sold UK wide so most small producers will opt 
for this second option. 

If producers decide to produce a Scottish label this will mean there will be more SKUs 
for wholesalers who supply drinks to both Scottish and English based customers, 
leading to a significant increase in the number of SKUs which they would have to hold. 
There is a danger of non-deposit paid stock being sold into Scotland and vice versa 
due to stock pick and fill processes not taking account of differing treatment. Therefore, 
wholesaler management and order processing would also require stock segregation, 
which is likely to require a significant increase in warehouse space which wholesalers 
currently don’t have. Different options include extending current premises or re-
locating to new premises. This would have cost impacts in relation to warehousing, 
rent, rates, utilities, staff and ICT system requirements. These additional costs are not 
matched by additional income or profit.  

Our Scottish partner organisation, the Scottish Wholesale Association have surveyed 
members and found that some members estimate their additional warehousing 
requirements could cost in the region of £500k to £3m. 

The setting up of an internal trade border in the beverages market will also lead to 
additional distribution problems for wholesalers, producers and retailers, would 
increase logistical and administration costs and potentially reduce consumer choice if 
producers restrict the ranges they place onto the Scottish market or wholesalers 
restrict ranges they sell to save on warehouse space and additional costs.  

Wholesalers sit in the middle of the supply line and will have to react to decisions taken 
by producers, retailers, the Scheme Administrator and others about what products will 
have Scottish SKUs and which will not and what consequential costs might be added 
by producers as a result.  If producers do decide not to put a Scottish identifier on 
containers, they will have to pay an additional fee however we don't know what that 
fee might be at this stage. A lack of a Scottish label will mean difficulties for retailers 
and consumers in identifying containers which have deposits on them. 

Wholesaler Handling Fee  

Wholesalers, who carry the burden of delivering DRS within the independent retail 
sector and foodservice market, get no recompense for any of the costs they face in 
‘handling’ and delivering DRS. The financing model requires review and consideration 
of the wholesale/distribution model. 

ICT technology costs (both hardware and software), arising directly due to DRS should 
be reimbursed by producers/scheme administrators. This would reflect the nature of 
these costs as being part of producer responsibility to affect the collection of their 
articles. 

Stock segregation costs should also be reimbursed, due to solely being incurred as a 
result of early implementation. In line with the retailer handling fee, this would be based 
on the rental value of the floor space utilised. It might also be appropriate to ensure 
the costs paid at least match the opportunity cost of the foregone floor space which 
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has been “lost” to segregation requirements. Wholesalers will also face higher 
insurance costs based on the additional money ‘tied’ in stock. 

FWD are concerned that wholesalers will be the only operators within the beverage 
supply line who are obligated and impacted but not compensated for their role in DRS 
implementation. FWD would urge the Committee to support the establishment of a 
wholesaler/distribution handling fee within the Regulations which acknowledges, 
recognises and mitigates the costs incurred by wholesalers as a result of the 
implementation of a Scotland only DRS. 

Cash Flow and Reverse Charge Mechanism 

Wholesalers have highlighted the additional cash flow implications they will face as a 
result of relevant stock including 20p per scheme article as well as any additional price 
added by producers to cover their costs.  

There are different impacts on different wholesale groups, with wine 
wholesalers/importers seeing an average additional weekly cash flow of £61k required 
to hold the same amount of stock. For traditional cash and carry members the figure 
grows significantly mainly due to a 30-50% rise in the proportional cost of soft drinks 
and beer. 

FWD would urge the Committee and the Scottish Government to investigate ways in 
which the cash flow impacts on wholesale businesses can be reduced or removed. 
The simplest way would be to implement DRS as part of a UK wide approach. 
Alternatively, we would ask the Committee and Government to amend DRS to follow 
a “reverse charge” mechanism. 

To reduce the cash flow, impact a reverse charge on intermediary transactions would 
work as follows: 

• Producers continue to make payment of the deposit to the scheme 
administrator; 

• The sale of articles from producers to wholesaler is not subject to the deposit 
charge but the invoice notes the stock is treated as deposit paid stock; 

• Onward sale by wholesalers to retailers mirrors step two, with no actual charge 
of the deposit but the invoice noting the stock being deposit paid stock; 

• Sale of the articles by retailers to consumers attracts the deposit charge, with 
consumers being refunded this deposit on return of the empty articles to 
retailers/other return point providers; 

• Retailers would then make payment of the deposits charged on consumer sales 
to scheme administrators on a quarterly basis, however this would be net of the 
reimbursement due for collected articles and the reasonable handling fee 

Amending the operation of steps two and three benefits both wholesalers and retailers 
as they do not suffer considerable cash outflows on their purchases of stock as a result 
of DRS. The change to the scheme mitigates the double cash outflow for retailers 
under current DRS, as the only outflow remains the refund of the deposit to 
consumers. Step four remains the same, therefore influencing consumer behaviour as 
before. The key difference is step five, which requires retailers to account for the net 
amount of deposits charged to scheme administrators. The information necessary to 
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prepare the retailer returns is already collected via general accounting records. We 
would suggest the scope of the reasonable handling fee is widened to include these 
administration costs.  

The reverse charge mechanism is already used within VAT legislation to reduce the 
opportunity for fraud within supply chains, as there is no payment of tax (deposit in this 
instance) until the transaction with the final consumer. 

4. Environmental impacts – whether the proposed scheme will have the desired 
impact on increasing recycling rates and reducing littering, and how that impact can 
be maximised. What key environmental risks need to be considered and mitigated? 
Will the scheme incentivise producers to change or modify materials/packaging?  

We urge the Scottish Government and the UK Government to work together to tackle 
the climate emergency in a manner which minimises the impact on businesses and 
consumers and would recommend the uniform implementation of a DRS for PET and 
metal across the UK. 

5. Level of deposit – implications and appropriateness of a charge being a 
uniform 20p. 

The deposit should be set at a level which minimises the negative impacts on 
wholesalers, retailers and producers; encourages consumers to return containers; 
does not incentivise fraud or have an overly detrimental impact on consumers, 
particularly those who are on low incomes.  

FWD believe a level 20 pence deposit fee will drive producers and consumers to re-
examine their ranging choices, possibly switching from multi pack cans to larger 
containers. The Government should minimise the costs on consumers by excluding 
multipacks.  

The Government should consider the affordability of products once a deposit has been 
applied. For example, a 20p deposit would have a significant impact on wholesalers. 
It would add £14,976 to the cost of buying just one truck of any type of 330ml soft 
drinks cans. Multiplying that across how many pallets of PET or canned juice a 
wholesaler might purchase in a week would represent a major impact on cash flow. A 
typical wholesaler purchasing 70k cases per week will face initial costs of more than 
£300,000. As such, the deposit should not rise above 10p. 

The public rather than producers pay for this DRS scheme. At 80% return rate the 
public are paying for 84% of the Scheme costs. We would ask the Committee to 
investigate the benefits of a UK wide DRS rather than a Scotland only DRS.  

DRS is also particular inconvenient to the elderly, those with mobility issues and those 
who don’t have access to a car. 

6. Consumer and social impacts or risks – accessibility to consumers and what 
impacts are anticipated on different groups, including those with disabilities, those 
without private transport, and those living in rural areas. 

No response provided. 
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7. Local authorities – implications of the proposed scheme for local authorities, 
including impacts on kerbside collections.  

No response provided. 

8. Timing - implications of the proposed timeframe (a minimum 12-month 
implementation period from the passing of legislation).  

FWD do not believe that a commencement date of April 2021 is achievable given the 
progress made to date and the complexity and commercial dependencies within the 
DRS model. Wholesalers, our partners in the beverage supply chain and the Scottish 
Government cannot deliver a DRS by April 2021.   

All parties to the DRS require to make a number of critical decisions many of which 
will not be made until the Scheme Administrator is set up in 2020 and sets key 
parameters such as producer fees and what is expected in terms of labelling, retail 
exemptions and RVM specifications.  

Wholesalers who require additional warehousing space are facing difficulties finding 
sites. If they need to extend premises, they face planning, building control and other 
regulations and lead in times of a year. The DRS commencement date should be 2023 
with a reasonable sell through period of two years. ICT technology will be required to 
deal with the differing stock treatments across the UK. Previous regulation requiring 
integrated IT systems have suffered notable delays e.g tobacco Track and Trace. 
Scottish wholesalers will incur administration and compliance costs two to three years 
ahead of English competitors making Scottish wholesalers uncompetitive.   

9. Governance – how the scheme should be administered, and appropriateness 
of the proposal for scheme administrator that is industry-led, privately owned and 
operated on a not-for-profit basis. 

Our members believe the day-to-day operation of the system should be managed by 
the DMO.  

This is an important way for the system to maintain a focus on cost effectiveness and 
efficiency. Stakeholders, including the wholesale sector should be included in a 
partnership framework which supports and advises the scheme operators.  

The DMO should be responsible for achieving targets, informed by objective evidence 
and agreed with the Government. The DMO should therefore have responsibility for 
determining the number and type of collection points, administration, and the value of 
deposit. 

10. Broader waste policy context – will the scheme achieve its intended purpose 
in isolation, or does its success depend on the performance of broader measures? 
How should the scheme cooperate with any other proposed schemes in the UK? 

No response provided. 

11. Any further issues or views not falling under the above areas.  

No response provided. 


