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Environment, Climate Change and Land Reform Committee 

Deposit Return Scheme 

Written submission from Scottish Wholesale Association 

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

The Scottish Wholesale Association is the official trade association for Scotland's 
food drink and allied trades wholesaling businesses. SWA has been engaged with 
the proposals for more than four years and have been members of the Scottish 
Government’s Implementation Advisory Group since February 2019. 1   We are also 
members of several IAG Working Groups. IAG members have been told our role was 
to find ways to implement the design decision already taken and not to investigate 
alternative approaches or solutions.  IAG members have been told to make views 
known during this Parliamentary phase. Therefore, we have made suggestions about 
potential amendments within this written submission.  

SWA accept the general principle of a Deposit Return Scheme for plastic and metal 
however we oppose the inclusion of glass. SWA previously co-signed letters with 
IAG members highlighting our concerns about glass, timetable and the benefits of a 
UK wide approach.  2 

SWA are supportive of the concerns raised by British Glass and were signatories to 
their Open Letter to the Cabinet Secretary for Environment, Climate Change and 
Land Reform in August 2019.3 SWA have surveyed members about the cashflow 
impacts of DRS. Adding glass adds an average of 7% of capital cashflow costs.  For 
some specialist wine and spirits wholesalers glass containers represent 70% of their 
business. 

Introducing glass into DRS means consumers, shop and hospitality staff will be 
involved in more handling, transportation and storage of glass. The costs, 
complexities and timetable all increase as a result. It introduces health and safety 
issues regarding handling/storing in small convenience stores. The glass is expected 
to be stored and returned to the Scheme Administrator in plastic bags. Concerns will 
be heightened if stores have food preparation areas. Soft drop RVMs are more 
viable in larger supermarkets as they are expensive and take up more retail space.  

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 for those packaging in glass. Recent research 
gives international examples including Denmark where producer fees for glass are 

                                            
1 https://www.gov.scot/groups/deposit-return-scheme-implementation-advisory-group/ 
2 https://www.scottishgrocer.co.uk/wp-content/uploads/2019/07/Scottish-Grocer-Scottish-Gov-FOI.pdf 
3 https://www.britglass.org.uk/sites/default/files/19.08.28%20British%20Glass%20DRS%20Open%20Letter.pdf 

https://www.gov.scot/groups/deposit-return-scheme-implementation-advisory-group/
https://www.scottishgrocer.co.uk/wp-content/uploads/2019/07/Scottish-Grocer-Scottish-Gov-FOI.pdf
https://www.britglass.org.uk/sites/default/files/19.08.28%20British%20Glass%20DRS%20Open%20Letter.pdf
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14 times that of cans. 4 This will lead to producers/ consumers switching from glass 
to plastic.  It’s likely that it will also add additional cost to the price of glass packaged 
products.  

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.  

The key role of most of our wholesale members is supplying food and drink to 
Scotland’s 4962 independent convenience stores often through the symbol group 
approach. Members also own retail interests and one major wholesaler who has club 
members would be classed as a retailer. Therefore, the return to retail model 
impacts wholesalers directly and indirectly.  

Issues for SWA members who are retailers are lack of space to store returned 
containers; Health & Safety issues (glass);  opportunity costs of using sales space 
for returns rather than saleable stock ;cash flow and price increases to cover 
additional producer costs including fees ;losing customers to supermarkets who can 
purchase and house costly  Reverse Vending Machines at up to @£30k per unit 
(£120k+ for bulk feed) ; Disputes with customers over take back of Scheme articles; 
Identification of scheme articles if no Scottish specific label; changes to displays 
/invoicing and developing a compatible IT system.  

The DRS in Germany encouraged a shift in shopping habits as consumers moved 
from convenience stores to larger retailers. Small stores did not have space to install 
RVMs meaning longer queues to return containers manually. SWA staff witnessed 
such retail shift during a visit to Sweden. The introduction of a bulk feed machine in a 
supermarket disrupted the local retail environment as the neighbouring store which 
had a standard RVM lost 20% trade overnight. It’s likely that DRS will favour large 
retailers who can afford such machines and supermarkets will be able to buy RVMs 
in advance of smaller retailers.  SWA have previously advocated the potential of 
shared ‘communal’ machines so we welcome the possibility of a retailer exemption. 
However, this MUST include independent retailers and not be confined to just larger, 
brand name businesses who have greater opportunity of working collectively to run 
these machines to exclusion of smaller operators. There is a lack of detail for online 
retailers about how they will be expected to provide a free takeback service.   

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).  

Wholesalers are not a homogeneous group. As well as providing cash and carry and 
delivered services for Scottish retailers, wholesalers provide foodservice deliveries to 

                                            
4 
https://www.britglass.org.uk/sites/default/files/Recycling%20DRS%20in%20Scotland_OHL%20report_Final.pdf 

https://www.britglass.org.uk/sites/default/files/Recycling%20DRS%20in%20Scotland_OHL%20report_Final.pdf
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restaurants, the hospitality sector, public contracts and sales to licensed premises. As 
part of this differentiation we also have members who manufacture and supply their 
own brand beverages. While we have specialist wholesale businesses, including wine 
and spirits importers, who will be more exposed commercially to significant negative 
impacts as a result of a Scotland only DRS. 

Wholesalers are concerned about  – dual stock costs; restriction on free 
trade/movement and on current business practice; cashflow impacts; reduced sales 
due to the impacts of DRS on retailers: Implications of backhauling waste including 
glass with other goods ; new ICT /invoicing requirements and costs of fraud 
prevention measures including the choice to be made by  importers of manual 
labelling of imported stock from suppliers or payment of additional producer fees or 
reduction of stock lines.  

All of our members will be legally obligated and commercially affected directly or 
indirectly by DRS. Some SWA members who import from outwith the UK will be 
specifically obligated under the Regulations as Producers/Importers (Regulation 6) 
and some as Retailers (Regulation 18(1))  “Wholesaler” is defined in Section 2 to 
mean “a person other than a producer that markets, sells or offers to sell a scheme 
article in Scotland other than by way of retail sale” and is covered by Regulation 5(2) 
which states “any person who markets ,offers for sale or sells a scheme article in 
Scotland must (a) include a deposit in the sale price (b) clearly display information in 
any place where the scheme article is displayed for sale by that person indicating (i) 
that the articles is a scheme article to which an obligation to charge a deposit under 
these Regulations applies and (ii) the amount of the deposit”  

Regulation 11 is also of significance in relation to wholesalers. It requires a directly 
registered producer to accept the return by a retailer or wholesaler of any scheme 
packaging that was sold by the producer to the retailer or wholesaler and at 11(2)(d) 
to pay a sum equal to the deposit to a retailer or wholesaler for each item of scheme 
packaging returned. The regulations are silent on how the contents of the scheme 
packaging is to be disposed of. We would welcome clarity.  

Criminal sanctions are also imposed under regulation 31 (1) (b) on any person who 
doesn’t include a deposit in the sale price. This includes wholesalers.  

The Scottish Government’s BRIA identifies in the section discussing the impact of 
the DRS on competition that both drinks retailers and wholesalers selling onto the 
Scottish market “have the potential to be affected directly (downstream) and 
indirectly (upstream) by the introduction of the DRS”.5 It concludes, without 
explanation, that no, or no significant competition impacts are anticipated.  

                                            
5  Scottish Government, ‘A Deposit Return Scheme for Scotland: Full Business and Regulatory 
Impact Assessment’ (July 2019); available at https://www.gov.scot/publications/deposit-return-
schemescotland-full-business-regulatory-impact-assessment/. 

https://www.gov.scot/publications/deposit-return-schemescotland-full-business-regulatory-impact-assessment/
https://www.gov.scot/publications/deposit-return-schemescotland-full-business-regulatory-impact-assessment/
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SWA would ask the Committee to consider the following points:  

(1) The Proposed Regulations potentially raise an issue in terms of EU law, 
specifically Article 34 of the Treaty on the Functioning of the European Union (TFEU) 
and Article 7 of Directive 94/62/EC, which protect the free movement of goods within 
the EU and require barriers to trade to be avoided in conformity with the TFEU 
respectively. We would question whether the EU law impact of the DRS has been 
considered by the Scottish Government. We note that the BRIA doesn’t address the 
potential impact of the DRS on EU trade.  

(2) The Proposed Regulations potentially raise an issue in terms of the rights of 
wholesalers to peaceful enjoyment of possessions as protected by Article 1 of 
Protocol 1 of the European Convention on Human Rights (ECHR) on the basis that 
wholesalers are being required to participate in and commit expenditure towards the 
administration of the scheme, without compensation. The Regulations also 
potentially raise an issue in terms of the prohibition on discrimination in Article 14 
ECHR, on the basis that all other participants in the supply chain are recompensed 
to some degree for their participation in the scheme, without any obvious justification 
being given for the difference in treatment and despite express recognition in the 
BRIA that wholesalers are directly affected.  

(3) There are several points where the implication of the Regulations on wholesalers, 
producers and retailers are still unclear. Some of these may stem from the Scottish 
Government’s lack of powers under the Scotland Act 1998. One example of 
vagueness is in relation to labelling which remains a reserved matter. The example, 
in relation to the identification of scheme packaging affects producers, on the basis 
that they are subject to criminal sanctions for any failure to provide information about 
the number of scheme articles and scheme packaging and yet no provision is made 
in the Regulations for the methods by which such returnable packaging is to be 
identified.  
 
 (4) There are certain apparent inconsistencies between the Proposed Regulations 
and the enabling legislation. In particular, the Regulations include wholesalers within 
the category of persons who may be required to include a deposit in the price of 
articles placed on the market by them (in circumstances where the Climate Change 
(Scotland) Act 2009 imposes that obligation only on “retailers” and “producers”), but 
fails to include them within the category of persons who might be entitled to 
compensation (whereas the 2009 Act recognises an equivalence between those two 
categories). SWA believe if it’s reasonable for the Scottish Government to include 
our members in the first category it seems reasonable to suggest that they should be 
included in the second. We will continue to investigate these matters with the 
Scottish Government but would welcome the Committee’s exploration of these 
matters and support for a wholesaler handling fee. 
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SWA Members survey: Cross Border Trading and Cash Flow  

SWA commissioned a member’s survey consisting of a questionnaire and template 
cash flow impact calculation in September 2019. This was designed to provide 
qualitative and quantitative data on the implications of DRS on cross border trading 
and cash flow impacts and has been reviewed and analysed by Scott Moncrieff.  

Cross Border Trading 

Many Scottish based wholesalers sell products throughout the UK, primarily into the 
North of England. One Scottish based respondent noted this accounted for 8% of 
their annual turnover. Wholesalers envisage DRS will lead to producers having 
separate on-pack labelling and barcodes (SKUs) to differentiate Scottish stock from 
rUK stock. This could potentially split all beverage products into two distinct variants. 
100% of survey respondents who sell into England believe relevant product lines will 
need to be segregated in order to correctly process orders. Otherwise 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.  

Segregation is likely to require a significant increase in warehouse space which SWA 
members currently don’t have.  Amongst those who quantified the costs of extending 
premises the costs ranged from £500k to £3m per wholesaler. If re-location was 
required, there would be significant cost and timetable issues with one member 
commenting it would require a minimum of 24 months to re-locate, based on their 
recent experience of securing an industrial site. Lack of supply was the key 
contributor to the time cost.  

Scotland accounts for c10% of UK beverage market. UK national wholesalers 
currently operate Regional Distribution Centres allowing for mass storage and cost 
efficiencies. The RDC releases stock to smaller depots around the country. SWA 
members envisage English based RDCs will no longer be able to service Scottish 
depots until such time as DRS is implemented UK wide, as relevant articles will not 
be deposit paid. National wholesalers are expecting to experience higher stock 
holding costs for Scottish depots as deposit paid stock will require to be retained on 
site. This would impact on Scottish jobs, generating higher carbon footprint and ‘food 
miles’ due to increased complexity in distribution of beverage containers within 
Scotland and ultimately increasing the final consumer cost. 

The Regulations, as currently drafted pose a problem for the fulfilment of cross 
border sales as all stock will be deposit paid unless wholesalers are able to evidence 
to producers the intended retail sale is outside Scotland. ZWS have suggested that 
Scottish wholesalers will not be able to reclaim the deposit on any articles which are 
subsequently sold in England. 

Members believe they would need to estimate these sales in advance in order to 
ensure enough non-deposit stock is held. Due to the fluid nature of demand from the 
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rUK, members regard such forecasting to be impossible. Normally, orders are 
fulfilled easily as there is no differentiation between whether stock is sold to a 
Scottish or English customer. These considerations will increase lead times and 
admin/logistics costs. Cross border trading is seen as a further complication for ICT 
systems which all respondents expected to require upgrading as a result of DRS. 
One member expected additional costs of £50-60k. 

It’s imperative that Scottish wholesalers retain the ability to service both the rest of 
the UK and Scottish markets from the same stock.  We would recommend, in line 
with alcohol duty rules, DRS legislation provides a DRS” back relief” or “duty 
drawback” whereby any stock originally attracting DRS deposit and producer fee but 
later sold into the rest of the UK, will have these elements refunded to the wholesaler 
by the Scheme Administrator. 

Cash Flow Impact 

All respondents provided a cash flow impact on the proposed DRS. The average 
additional cost of including 20p deposit for a week is £228k which represents a 14% 
increase in cash flow. The percentage increase is greater for holdings of soft drinks 
with an increase of 40% in the cash flow requirements in Soft (On the go) stock 
holding. When additional average costs of 3.3p per article are included the 
percentage, increase rises to 46%. 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 to an additional £481k per week mainly 
due to a 30-50% rise in the proportional cost of soft drinks and beer.  

SWA would urge the Committee and the Scottish Government to investigate ways in 
which the cash flow impacts on businesses can be reduced or removed. The 
simplest way would be to implement DRS as part of a UK wide approach. If not, 
SWA and our sister organisation the Federation of Wholesale Distributors (FWD) 
would ask that the Regulations be amended to allow a “deposit reverse charge” 
mechanism which would avoid the deposit being charged at each step in the supply 
chain.(For detail see FWD submission) 

The suggested mechanism reflects that DRS is meant to be a form of extended 
producer responsibility by reducing the impact on other businesses within the supply 
chain. The reverse charge mechanism is already used within the construction sector 
and 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.  

Wholesaler Handling Fee 

DRS is classed as a form of extended producer responsibility for the waste articles 
they create, however producers have the benefit of offsetting their costs under DRS 
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through increased prices and the main funders of the DRS are the public through 
unredeemed deposits. It would not be equitable for wholesalers to be the only 
organisation within the supply chain to incur cost and not be recompensed. SWA 
advocate the establishment of a wholesaler/distribution handling fee within the 
Regulations. ICT technology costs (both hardware and software), similar to Track 
and Trace, arising directly due to DRS should be reimbursed by producers/scheme 
administrators. 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 would also 
be appropriate to ensure the costs paid at least match the opportunity cost of the 
floor space “lost” to segregation requirements. 
Wholesalers will also face higher insurance costs based on the additional money 
‘tied’ in stock as well as cover required to extend further terms of credit offered to 
customers. Initial capital cashflow requirements will need funding until steady-state. 
This will require extended borrowing from financial institutions.  

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. 

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

We retain concerns about the 20p level due to the cash flow implications outlined. We 
are concerned that the DRS deposit fee acts in a regressive manner as far as 
consumers in lower and fixed incomes are concerned.  We believe the deposit value 
should be left to the Scheme Administrator to determine so they can maintain dynamic 
control of fees based on experience. 
 

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. 

A DRS is a tax on people’s time. Members of the public will have to walk past their 
kerbside recycling bins to take containers back to shops. DRS is a particular 
inconvenience to the elderly, those with mobility issues and those who don’t have 
access to a car. Those consumers listed above are less likely to return bottles and 
containers to stores and more likely to forfeit deposits. The DRS is not a true 
producer pays scheme. It’s a consumer pays scheme. At 80% return rate the public 
are paying for 84% of costs while they are also paying council tax to cover local 
authority schemes. This added to the extra point of sales costs, due to the in built 
deposit and extra admin costs and producer fees, means that a DRS would hit the 
poorest and most disadvantaged consumers most.  
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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).  

We do not believe that a commencement date of April 2021 is achievable given 
progress to date and the complexity and commercial dependencies within the DRS 
model. From surveying members, the wholesale timescales, would require at least 2 
years from inception of a Scheme Administrator (SA). We’d recommend that the 
laying process for new deposit bearing stock was implemented as a phased 
approach over at least a 12-month period to reduce cashflow impacts. 

Given ZWS and IAG partners’ critical path timelines we believe it’s reasonable to 
suggest implementation will take two years from the setup of the Scheme 
Administrator. The Regulations will pass through Parliament in Spring 2020. The 
Scheme Administrator (SA) is the legal entity operating the Scheme and they will 
make decisions which will impact on the critical path and supply chain decisions. 
They will need to construct counting centres, hire staff and develop IT and logistics 
systems as well as securing financing for themselves and possibly others in the 
supply chain. Producers will make ranging and pricing decisions. Wholesalers sit in 
the middle of the supply chain and are impacted by decisions taken by the Scheme 
Administrator and by thousands of producers and retailers. 

Over 80% of UK’s retail market is serviced by wholesalers who operate on a national 
UK wide basis. They might invest in additional warehousing to accommodate the 
additional SKUs by extending their building or move premises or lease additional 
warehousing. This final option is difficult currently not only due to Brexit but the latest 
property market reports by Saville’s and Christie’s report a lack of warehouse space 
suitable for food & drink wholesale.  There will also be external constraints such as 
timescales required for planning, building warrant and licensing applications, taking 
at least 2 years from inception to completion. 

The cost of removing an RDC’s ability to service both markets freely, has been 
calculated to cost one member £10k per week. While such strategic and logistical 
operations decisions would typically take between 6 months and 2 years to 
implement and plan for. 

There is also a risk that an English or UK wide DRS might be introduced in 2023 and 
any investment in additional space to deal with the immediate dual SKU requirement 
will have been unnecessary. This risk may lead to Scottish wholesalers deciding to 
reduce stock lines instead of investing in additional space. This will impact on 
consumer choice.   
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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. 

SWA agree that the DRS should be governed by industry with the caveat that all 
partners in the supply chain have an effective voice and there is a dispute 
mechanism to deal with disputes about the setting of retailer, producer and, 
potentially, wholesaler handling fees.  

Within the IAG SWA have raised concerns inception that wholesalers have not been 
recognised as being obligated within DRS, have no Scheme Administrator position 
or recognition of financial recompense. Based on the proposed SA governance 
presented by ZWS so far our sector would be excluded. Although wholesalers tend 
not to be included on SA Boards in other jurisdictions, the Scottish situation is 
unusual with the wholesale channel accounting for £2.9Bn sales and 1/5th of the 
Scottish grocery market.  

There is a concern that wholesalers will be significantly impacted by decisions made 
by Producers and Retailers on the Scheme Administrator Board but have no say in 
that process. If the Regulations are not amended to include a wholesaler handling 
fee at this stage it’s unlikely the SA Board of Producers and Retailers would pursue 
this further, as it represents an additional Scheme cost.  

It may be worth the Committee considering the need for a second tier Forum which 
allows relevant non-Scheme Administrator members to meet with the SA in a 
scheduled regular meeting to raise issues and give feedback. There is industry 
concern that there could be more than one SA, leaving participants open to multiple 
costs, confusion and ultimately a potential reduction in recycling. We trust the 
Committee will investigate the potential for a single national scheme administrator. 

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? 

We believe the UK wide Extended Producer Responsibility reforms represent a 
solution to many of our concerns and could play a part alongside a Scottish DRS in 
capturing non-DRS material, including glass. The UK could have two different 
schemes. Given a 2023 start date in England this would allow for a more advanced 
DRS solution. This might include blockchain technology or the RFID chip solution for 
kerbside collection rejected by Scottish Government in “A DRS for Scotland, 
Strategic Outline Case” as being too costly for a Scotland only DRS. It would cost 
significantly less if implemented in England/UK wide scheme. 

11.       Any further issues or views not falling under the above areas.  
 
No response provided. 


