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Environment, Climate Change and Land Reform Committee 

Deposit Return Scheme 

Written submission from The Federation of Small Businesses (FSB) 

Introduction 

The Federation of Small Businesses (FSB) is Scotland’s leading business organisation 
and aims to help smaller businesses achieve their ambitions. These micro and small 
businesses compromise the majority of all enterprises in Scotland (98%), employ 
around one million people and contribute £68bn to the economy.  

We welcome the opportunity to contribute views on the Draft Regulations for a Deposit 
and Return Scheme (DRS) for Scotland and respond on behalf of our members, since 
small businesses will be integral to making the scheme a success. We have worked 
constructively with the Scottish Government as DRS proposals have developed. 
However, there is scope to improve aspects of the proposed regulatory framework to 
ensure Scotland’s smallest businesses are not unfairly shouldering the responsibility 
of making a DRS scheme work.   

Small businesses continue to have three main concerns about the scheme: the space 
required in premises; the cost of the scheme to individual businesses and; the time it 
will take individual businesses to set up and administer. While we will comment on the 
regulations in more detail, we have highlighted six key ways to ensure the scheme 
works better for smaller businesses: 

• Appropriate representation for small businesses on the board of any deposit 
return system operator to be essential if SEPA is to approve their operational 
plan. 

• Provision (at the system operator's expense) of safe and environmentally 
friendly equipment for retailers to collect and store empty drinks containers, 
such as secure reusable crates for glass. 

• Where small retailers apply for, and are granted, an exemption from collections, 
the alternative return arrangements for the public in that area should be 
established by the system operator, not that individual small retailer. 

• Frequent and predictable collections of empty drinks containers, including 
options to provide extra ad hoc collections if required, either over the phone or 
via an app. 

• No detriment to small businesses taking part in the deposit system from other 
parts of the tax system, such as VAT and non-domestic rates. 

• The proposed flat registration fee for producers to be replaced by a tiered 
system to avoid disproportionate costs for small Scottish drinks manufacturers. 

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

FSB has been cautious about including glass and in response to previous 
consultations called for it to be excluded from the scheme due to it being a bulky, 
heavy material that would cause difficulties for small businesses, particularly around 
safety and storage.  
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However, as the Scottish Government has opted to include glass, we want to minimise 
the associated risks. These particularly relate to the potential for breakages and thus 
the need for safe storage in small spaces. As such, we suggest that safe and 
environmentally friendly equipment for retailers to collect and store empty drinks 
containers, such as secure reusable crates, should be provided to the smallest 
operators at the outset. This should be done by the scheme administrator to minimise 
the set-up costs to business because while a handling fee may cover future practical 
costs, it will not cover initial costs.  

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.  

Exemptions  

FSB welcomes the inclusion of circumstances for exemptions. We have continually 
argued that the very smallest businesses, having no capacity for either storage or 
vending machines, and selling low volumes of drinks containers, should be exempted 
from mandatory participation in the scheme (this would still allow voluntary 
participation). Not only would this be more practical, it would comply with the 
proportionate and targeted principles of better regulation. We therefore recommended 
that premises under 200sqft should be given an exemption in the regulations.  

Despite indicating that it was sympathetic to these concerns, the Scottish Government 
felt that inclusion of all retailers, regardless of size, was required to ensure wider 
geographic coverage of return facilities. This is because many of the retailers in large 
parts of rural Scotland are very small businesses, so to exclude them would leave 
large areas without a return facility. In other words, successful operation of the 
proposed scheme across Scotland relies upon on a small number of the smallest 
businesses.   

We agree people living in all parts of Scotland should be able to make returns and 
receive their deposit. This means we need to look beyond retailers in certain areas; 
thus, it needs to be straightforward to establish alternative return points, such as RVMs 
in community facilities. However, it is not reasonable, in our view, to expect the small 
businesses in such areas to take sole responsibility for delivering alternatives. There 
must be a stronger enabling and supportive role for either the Scottish Government or 
the scheme administrator (or other relevant organisation e.g. local authority).  

In some areas the smallest businesses might seek an exemption because they face 
practical challenges but there is good provision of alternative return points e.g. town 
or city centre. Again, it is not reasonable to expect small businesses to have to reach 
an agreement with another named retailer – particularly where such a retailer is likely 
to be a very large business. We cannot practically see how small businesses would 
go about this without any support. Again, there must be a stronger role for the scheme 
administrator or Scottish Government to take some responsibility for ensuring and 
delivering good coverage of return points across Scotland.  

Further, there is little detail about criteria for these exemptions, as well as ensuring the 
associated processes are designed around their needs and can be easily 
communicated. Similarly, the ability of businesses to make reasonable refusals of 
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returns, for example, the ability to take returns proportionate to their size and/or 
unexpected peaks of activity, needs clarification.  

Pubs and restaurants  

We are pleased to see the exclusion of hospitality businesses, such as pubs and 
restaurants that sell drinks for consumption onsite, from being required to take back 
containers not sold in their premises. We understand that drinks containers sold within 
these businesses are unlikely to leave the premises due to restrictions on taking open 
containers out of licensed premises. Running a closed-loop system therefore makes 
sense for the consumer and business alike.  

Online Retailers  

Again, FSB welcomes the inclusion of online retailers in the regulations because we 
need to ensure parity between how retailers (whether large or small) comply, however, 
the practical details of how this will work needs more clarity.  

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).  

Producers  

The costs and operational impacts of the Scottish DRS will place a particular burden 
on producers, many of whom will be start up or micro firms in one of our most important 
industry sectors. In order to avoid placing an excessive burden on the smallest 
producers, or start-ups, we would suggest a threshold below which businesses do not 
pay the producer fee, for example, exempting start-up businesses for a set period, or 
exempting below a certain production threshold.  

Notwithstanding some breathing space for the smallest firms, we believe the producer 
fee should also be a tiered system to avoid disproportionate costs for the smallest 
producers. A similarly proportionate approach should be used for the proposed flat 
registration fee for producers. Such an approach if often used in charging regimes to 
ensure proportionality e.g. licence application fees are tiered.  

Handling Fee  

FSB is pleased to see the inclusion of a “reasonable handling fee” included in the 
regulations, which takes into account a number of factors including rental value of floor 
space for DRS and staff time dedicated to the scheme. However, as previously called 
for, we would like to see a minimum service level agreement for a quick return to 
retailer of both the handling fee and the deposits they have refunded to customers, 
preferably a seven-day turn around.  

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?  

No response provided. 
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5. Level of deposit – implications and appropriateness of a charge being a 
uniform 20p. 

We agree that, overall, for ease of operation for both consumers and businesses, the 
same deposit level for all materials and products included in the scheme is the best 
way for the system to operate.  

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. 

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).  

We are concerned that, when compared to the development and introduction of similar 
large-scale regulatory changes, a commencement date of 1 April 2021 seems 
particularly optimistic. This is notwithstanding the expected net cost to business of 
£384m (as set out in the BRIA) at a time of exceptional economic uncertainty.  

Whilst we understand the environmental need for the swift implementation of new 
recycling measures, the 12-month time-frame is incredibly tight for small businesses 
to prepare. We would urge the Scottish Government to consider the scale of 
awareness raising, advice and support, that will be required and to ensure such 
support is adequately resourced.  

We would stress that if a no-deal Brexit occurs on the 31st October, the 12-month 
implementation period must be delayed.  

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. 

In a privately-owned, industry-led model, we need to ensure that the interests of the 
smallest businesses - which will comprise the majority of premises but only a small 
amount of containers (the BRIA refers to independent retailers being responsible for 
only 4% of containers sold) - are well reflected in the governance and operation of the 
scheme administrator. Protecting the level of service offered to rural and remote 
communities will be particularly important.  Such matters must be addressed before 
SEPA approves the operational plan.  

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? 
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The scheme should be compatible with other schemes that may operate throughout 
the UK to avoid cross-border fraud and to allow businesses that operate across the 
UK to do so seamlessly.  

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

Collections 

We would like to see the scheme administrator provide frequent and predictable 
collections of empty drinks containers, including options to provide extra ad hoc 
collections if required, either over the phone or via an app. This will ensure that return 
locations are able to manage the return of scheme materials adequately. It is worth 
considering the likely fluctuations in demand for this service, for example is areas 
which have a seasonal tourism sector, or when large-scale events are taking place in 
a community.  

Rates  

We want to ensure small businesses avoid any detriment arising from other parts of 
the tax system, such as VAT and non-domestic rates. Specifically small businesses 
should not have their non-domestic rates bill increase, or reliefs lost, if they chose to 
have a reverse vending machine within their business. Thus far, there has been no 
clarity regarding the implications of DRS on the rateable value of premises.  

Transition 

In a transition period we are keen to ensure small businesses are supported (and not 
penalised) by their waste collectors. For example, it will be key to raise awareness 
about likely changes to waste contracts (because collection of certain recyclate such 
as glass will no longer be required) to avoid businesses being locked into a year-long 
waste contract in January 2021 when a DRS will be operational months later.  

 

 

 

 

 

 

 

 


