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Environment, Climate Change and Land Reform Committee 

Deposit Return Scheme 

Written submission from Coca-Cola European Partners 

Summary  

Coca-Cola European Partners (CCEP) makes, distributes and sells soft drinks for both 
The Coca-Cola Company and other brand owners. As a business, we are proud of our 
strong, historic links with Scotland through our manufacturing presence and our 
positive contribution to the local economy. Our factory in East Kilbride employs 155 
highly-skilled colleagues and continues to benefit from ongoing investment, including 
£23m in new production lines this year. We also employ 70 colleagues in field sales 
roles in Scotland, providing business development and category advice to 11,000 
independent outlets. 

Through our sustainable packaging strategy we have long championed reform of the 
current recovery and recycling systems across Great Britain and have supported the 
introduction of well-designed Deposit Return Schemes (DRS). As a supporter of DRS, 
we wish to raise a number of concerns about the draft regulations. We want to see a 
well-designed system for Scotland which creates the best outcomes for businesses, 
consumers and the environment. We feel the draft regulations do not address risks in 
some critical areas, all of which will impact the successful functioning of any DRS in 
Scotland:  

• Tackling fraud – We believe a Scotland-only DRS, within a highly interdependent 
UK grocery supply chain, combined with the proposed high deposit value, will 
encourage significant levels of fraud which will undermine the effectiveness of any 
scheme. At the very least, the regulations must be strengthened (particularly with 
regards clear requirements for labelling, the movement of stock into Scotland, 
enforcement and penalties) to mitigate this risk. 

• Extended Producer Responsibility: We are concerned that the draft regulations 
fail to protect producers from being caught within the existing (or future) producer 
responsibility rules. This means producers face the very real prospect of having to 
pay twice to meet their packaging waste obligations, creating a £600m burden on 
industry. 

• Application of VAT to deposits: To date, there appears to be no agreement with 
HM Treasury that the deposit charged will be exempt from VAT. This will create 
further unnecessary cost and complexity to producers, retailers and shoppers for 
the proposed scheme.     

• The role of the Scheme Administrator: Best practice from other markets 
demonstrates that a single, producer-led Scheme Administrator should run the 
DRS. And it should exercise many of the powers currently reserved for Scottish 
Ministers. More work is required to clarify the role of the Scheme Administrator and 
Ministers to ensure the future success of the DRS. 
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• Timings of implementation: Our preference is that complementary DRS solutions 
are implemented in Scotland, England and Wales to create a single approach 
across Great Britain. Irrespective of that happening, our experience suggests that 
industry would require at least 21 months from legislation being passed before any 
scheme could go live in Scotland – not the 12 months currently envisaged.   

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

excluded and any specific issues. 

We agree that glass collection rates should be improved but we are not convinced that 
DRS is the best solution given that it will add significant costs and complexity to the 
DRS.  

However, our main concern lies in the failure of the draft regulations to ensure that 
producers are not caught within the existing (or future) packaging waste producer 
responsibility obligations. Obligated containers within the scope of the DRS should not 
fall within existing or future packaging waste producer responsibility obligations and, 
for clarity, we highly recommend that such exemption is enacted in legislation effective 
from implementation of the scheme. Any failure to prevent producers from paying twice 
to discharge their producer responsibility obligations would be contrary to the model 
envisaged by the Scottish Government and would create a £600m hole in the Full 
Business Case developed to support the draft regulations. This issue is urgent and 
can only be addressed through partnership with the Westminster Government. 

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.  

We agree that all retailers selling products within the scope of the regulations need to 
act as return points. However, we are strongly of the belief that any additional return 
points, or retailer exclusions, should be approved by the Scheme Administrator rather 
than the Scottish Ministers. 

In addition, as a step to reduce the risks of fraud to the system, we highly recommend 
retailers (as well as wholesalers and other distributors) should have a clear 
requirement under legislation to ensure all the products they sell, which fall within the 
scope of the DRS, have had the deposit applied and are carrying the approved deposit 
logo. There must be clear sanctions for selling non-deposit bearing articles which are 
actually obligated. Such steps are necessary to protect the DRS from fraud and also 
to ensure that legitimate retailers are not put at a competitive disadvantage by those 
outlets prepared to sell drinks without a deposit. 

In any well-designed system, it is clear that the methodology for determining the 
“reasonable handling fee” should be determined by the Scheme Administrator, not 
Government Ministers, nor retailers themselves. The Scheme Administrator should 
seek to ensure that this handling fee properly compensates retailers only for the costs 
they incur in handling packaging returns. Further, the term “infrastructure” within this 
context needs further clarification over what should be included within the proposed 
handling fee. 
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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).  

As we explain elsewhere in this submission, the prospect of producers paying twice to 
discharge their packaging waste obligations, and the risk of VAT being applied to 
deposits, will have a significant, negative, impact on the operation of DRS in Scotland. 
These issues need to be addressed.   

Based on our experience of best practice in other countries, we agree that 
unredeemed deposits and revenues from the sale of materials should remain within 
the scheme, and the Scheme Administrator should be responsible for setting any 
producer fee, in order to fund the considerable set up and running costs of a DRS for 
Scotland. However, the Full Business Case suggests that unredeemed deposits will 
not be accessible by the Scheme Administrator until year six of the DRS coming into 
operation. This needs revisiting. Well-designed DRS in other countries demonstrate 
that obligated articles are unlikely to be returned twelve to eighteen months after they 
enter the market. We would, therefore, advocate that unredeemed deposits should be 
released to the Scheme Administrator within 12 months.  

We strongly recommend that the Scheme Administrator should be able to set the 
producer fee and, critically, it should be free to use activity-based costing to reflect the 
true costs of collecting the different materials and their value to reprocessors. This will 
ensure producers pay according to the materials they put on the market.  

We would challenge some of the assumptions and modelling contained in the Scottish 
Government’s Full Business Case and Full Business and Regulatory Impact 
Assessment, such as the £1bn disamenity benefit of litter reduction. In particular, we 
feel that the risks of fraud to the functioning of a Scotland-only DRS have been 
significantly under-estimated in these documents. In addition, we feel that producers 
would face significant and disproportionate costs to introduce new packs for the 
Scottish market with deposit marks agreed with the Scheme Administrator. Such 
packs will be required to indicate that a deposit has been paid and also to reduce 
fraud, and the full costs of this duplication of labelling, and the ongoing complexities 
of making duplicate lines, as well as the systems changes required of us and our 
customers to manage shipments, are not reflected in the Scottish Government’s 
assumptions.   

In terms of operational impacts, the draft regulations fail to reflect the realities and 
complexities of how products are made and supplied into the Scottish market, as well 
as its vulnerability to fraud.  The Scottish soft drinks market is worth £1.3bn and 
accounts for approximately one billion bottles and cans. The following diagram 
provides a simple illustration of the multiple routes to market for our products in 
Scotland, England and Wales: 
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Source: CCEP and industry data 

The regulations assume that when a producer sells a soft drink to a UK retailer, 
wholesaler or distributor they know that the container is to be sold in Scotland. This is 
seldom the case. Accordingly, we question the feasibility of the requirement that 
producers report actual sales of their products in Scotland. Once a drink leaves a 
producer’s own supply chain, they have no visibility (or legal right to demand to know) 
where this drink goes. This responsibility is far better placed with the retailers which 
actually conduct these sales (as well as wholesalers and distributors shipping product 
into Scotland). Producers should only be required to report on what they have sold 
with a deposit. Further, those moving stock into Scotland should be required to report 
that to the Scheme Administrator and pay the associated deposit value. Producers 
cannot be held responsible for the failure of third parties to report stock moved into 
Scotland, as is the case in the regulations. 

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 would expect that a well-designed DRS would lead to an increase in the collection 
and recycling of packaging materials, as well reducing litter and the financial burden 
on local authorities. From our experience in other countries, we know that DRS can 
lead to high recovery rates as well, but would question the ambitious timings of the 
recovery targets set out in the draft regulations. We agree with the ambition to hit 90% 
over time. However, with the Scottish Government’s Full Business Case for DRS 
reporting collection rates of around 50% at the moment, making a leap to 70% in the 
first year of DRS and to 90% within three years is not realistic; in our experience more 
time will be required to achieve these targets. 
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5. Level of deposit – implications and appropriateness of a charge being a 
uniform 20p. 

We disagree that a deposit level of 20p – or any deposit level – should be defined in 
the regulations themselves. The deposit level should be within the Scheme 
Administrator’s remit to adjust in order to achieve the collection targets set by the 
regulations and/or the Scottish Government. 

Deposit level is one of the key levers for a DRS operator to achieve the agreed targets. 
If the Scheme Administrator is to be tasked with achieving high collection targets it 
should be in control of the key design factors of the scheme, including the deposit 
value. Given that we expect there to be time lag between the introduction of DRS in 
Scotland and England and Wales, it is important that the Scheme Administrator is able 
to set deposit levels in a way that can also help to mitigate against any risks of fraud 
to the system. 

The draft regulations need to be clarified to ensure that any deposit amount is reflected 
separately to the sale price as the deposit levy, partly to reduce consumer confusion 
at point of purchase and to provide clarity for the trade (particularly when deposits are 
introduced or the levels change).  

It is critical that the deposit amount is also not subject to VAT, a position which is 
supported by the Scottish Government’s Full Business and Regulatory Impact 
Assessment. The draft regulations provide no clarity on this matter and we are 
concerned that more work is required with the HM Treasury to ensure that VAT is not 
applied to deposits 

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. 

We do not anticipate any adverse impacts. 

7. Local authorities – implications of the proposed scheme for local authorities, 
including impacts on kerbside collections.  

We do not anticipate any significant implications of the proposed scheme. 

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

From the date the regulations are published, our experience of DRS suggests that 
industry would require at least 21 months before any scheme could go live in Scotland. 
Setting a firm implementation date of 01 April 2021 is overly ambitious and risks 
creating otherwise avoidable difficulties which we fear will undermine the effectiveness 
of the DRS. 

Our recommendation is based on the following: 
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• From the date on which the regulations are made, the Scheme Administrator will 
need at least two months to prepare its proposal, including the scheme rules and 
five-year operational plan; 

• The Scottish Government then has a month to approve this application (within the 
regulations);  

• Once its application is approved, a Scheme Administrator would then require a 
period of at least 18 months to build a management team which will be tasked with 
key activities such as leasing facilities, setting up IT systems and procuring waste 
handling services.  

• This will also allow producers sufficient time to register, provide packaging 
specifications to the Scheme Administrator and introduce new labelling on packs; 

• Retailers will need at least 18 months to procure or lease Reverse Vending 
Machines (where appropriate) and to conduct the associated refits for their stores 
or storage areas in order to site these machines and to handle returned packaging.  

In addition, all obligated products placed on the market for retail sale in Scotland 
following the implementation of the regulations would need to comply with the scheme. 
Given that production will take place before the regulations come into force, and a 
DRS is fully operational, a phase in/sell-through period should be afforded to 
producers to avoid the unnecessary disposal of product.  

As stated above, the phasing of the recovery targets for the DRS is also ambitious and 
almost certainly not achievable. 

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. 

As in other markets with successful schemes in place, we agree that the DRS should 
be run by a single Scheme Administrator, which is a producer-led, privately-owned 
and not-for-profit company limited by guarantee. Once approved by the Scottish 
Government, this Scheme Administrator should be responsible for exercising many of 
the powers envisaged for Ministers in the draft regulations – such as setting deposit 
levels, defining the “handling fee” and approving exemptions – and have a clear 
objective to work with industry to meet the agreed recovery targets for packaging 
materials. Although not clear in the draft regulations, it is important that the Scheme 
Administrator should be responsible for other important operational aspects of the 
DRS such as defining detailed labelling requirements and approving the deposit logo, 
setting a producer fee, managing unredeemed deposits and selling collected 
materials.        

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? 

As explained elsewhere in this response, we would argue that any DRS should exempt 
producers from current, and future, extended producer schemes to avoided 
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businesses from paying twice to discharge their packaging waste obligations. Without 
such an exemption, the Scottish Government’s Full Business and Regulatory Impact 
Assessment suggests producers face additional costs of more than £600m. We highly 
recommend that such an exemption is enacted in legislation effective from 
implementation of the scheme, while recognising that this issue must be addressed 
through partnership with the Westminster Government.  

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

We urge Parliament and the Scottish Government to strengthen all avenues to prevent 
fraud against the scheme, which we believe could cause widespread disruption for 
industry and undermine the successful implementation of DRS in Scotland. The Full 
Business and Regulatory Impact Assessment seriously under-estimates the full risks 
of fraud for both producers and the DRS itself. In particular, we believe that the 
deterrents to fraud contained in the regulations need to be applied to their fullest and 
be more robust – for instance, with unlimited fines on indictment rather than a £10,000 
cap for moving products without scheme registration – and SEPA must have stronger 
enforcement powers, such as the ability to seize vehicles involved in activities which 
are intended to circumvent the lawful operation of the DRS.  

 


