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Environment, Climate Change and Land Reform Committee 

Deposit Return Scheme 

Written submission from Scottish Retail Consortium (SRC) 

ABOUT SRC 

1. The SRC’s purpose is to make a positive difference to the retail industry and 
the customers it serves, today and in the future. 

2. Retail is an exciting, dynamic and diverse industry which is going through a 
period of profound change. Technology is transforming how people shop; 
costs are increasing; and growth in consumer spending is slow. 

3. The SRC is committed to ensuring the industry thrives through this period of 
transformation. We tell the story of retail, work with our members to drive 
positive change and use our expertise and influence to create an economic 
and policy environment that enables retail businesses to thrive and 
consumers to benefit. Our membership here in Scotland and across the UK 
comprises businesses delivering £180bn of retail sales and employing over 
one and half million employees. 

4. In addition to publishing leading indicators on Scottish retail sales, footfall and 
shop vacancies, our policy positions are informed by our membership and 
determined by the SRC’s Board. 
 

General Comments on the Scottish Deposit Return Scheme 

5. Retailers have a strong environmental track record and are committed to 
improving recycling rates and reducing litter. We’ve consistently said a 
targeted well-designed deposit return scheme could help deliver this in 
partnership with the existing household recycling system and the future 
reforms of the packaging system.  

6. The scale of expense required for a Scottish only-DRS including glass will be 
very significant. The cost of Reverse-Vending Machines and refitting stores 
could cost up to £250 million – half of which won’t be recovered through retail 
handling fees and is therefore a direct cost to an industry already under 
immense pressure due to flat economic growth, technological change, and 
stretched consumers.  

7. We believe the introduction of a Scottish DRS is of a scale as to significantly 
influence the Scottish drinks market. How exactly the costs are paid for is very 
difficult to ascertain. But increased prices, reduced choices and potentially 
reduced service for customers are all plausible consequences of establishing 
the DRS envisaged by the Scottish Government under its current provisions. 

8. We would urge the Committee to engage with the best available evidence and 
ensure the assumptions and timeframe proposed by the Scottish Government 
are realistic.  In our view, and based on research and insight from our 
Members, it’s not possible for the DRS system envisaged by the Scottish 
Government to be established by the current date of April 2021. In fact, our 
current assessment is the physical infrastructure required for an automated 
DRS could not be planned, installed, and tested at the earliest before late 
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2022. Manual handling is not an optimal transition solution and carries 
increased costs and risks.  

 

Specific Responses to the Committee’s Enquiry 

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

• The SRC believes a well-designed and targeted DRS Scheme can help drive 
recycling improvements and reduce litter.  That scheme should be based on 
clear evidence that the costs of each material are considered in the context of 
the environmental benefits allied to the impact on consumers.   

• With that in mind the SRC is supportive of the inclusion of PET and metal drinks 
containers within the scope of the Scottish DRS. We believe all other materials 
should be excluded. The rationale is below: 

o PET – There is already a significant challenge sourcing quality PET 
recyclate for the manufacture of drinks containers. As retailers and 
producers endeavour to move away from single use plastics this demand 
will grow. In our view a well-designed DRS can help to provide a source 
of quality recycled plastic which can be reused in food and drink 
manufacture.  We would note that the access to quality useable recylate 
is one of the major benefits of the scheme.  We are less persuaded a 
DRS will have as transformational an impact on recycling rates of the 
products in scope – which already are captured at a rate above plastics. 
Nonetheless, the benefit of improved quality recylate material clearly 
demonstrates a benefit. 

o Metal – We don’t necessarily believe a DRS will lead to much higher 
recycling rates of metal drinks containers, mainly as these containers 
are comparatively easy to recover through our current waste streams. 
However, the value of the material (especially Aluminium) is a key 
funding stream to make the system more sustainable.  Without that 
revenue we believe the scheme would be deeply costly – and therefore 
its inclusion is likely to lead to a better DRS.  

o Glass – we have very significant concerns about the impact of including 
glass in the Scottish DRS. Glass is a difficult material to handle in store 
due to the bulk and weight of the material – along with the health and 
safety risks of broken glass for colleagues, both in manual handling and 
RVM solutions which also require store colleagues to empty machines 
and carry the material. 
 Due to the quantity of glass in the proposed scheme, retailers will 

need either more, or more expensive Reverse Vending Machines 
to handle the material. Alongside that they will need more space 
for container storage and will be much less likely to be involved in 
backhauling due to the quantities involved. For smaller stores, 
this is particularly acute and could well contribute to accelerating 
the decline of high streets and isolated areas that are already 
struggling. 

 The consequence of those factors is we believe the inclusion of 
glass will require an extra £50-60 million per year in retail handling 
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fees to compensate for the extra machines, the extra labour, and 
the extra rental value of the space required1.   

 Glass, as the Scottish Government business case acknowledges, 
is a relatively low value item. The sale of material is only expected 
to generate £1.5 million per year2.  

 As the Scottish Government intends to modulate the producer 
fees by the material cost, we expect this will make glass 
containers more expensive than PET and metal containers to 
place on the market. That may well have implications for which 
containers producers place on the market and may lead to an 
increase in plastic use. 

 We would also note we have serious questions about how 
practically retailers will be able to take back glass containers in 
food to go and online environments. We remain concerned the 
food safety risks of glass around fresh food will require guidance 
from the Scottish Environment Protection Agency and from Food 
Standards Scotland on the potential risks. 

o Tetrapak. These containers are generally not included in a DRS system 
as they are low value and most RVMs struggle to take them back. There 
is a risk some producers could shift to these containers as the Scottish 
DRS won’t be aligned with wider Extended Producer Responsibility 
measures which could mitigate that risk. Plastic pouches and other 
materials also fall into this category.  

o Disposable Cups. Cups are not included in other DRS schemes due to 
their low value. We believe if the Government wishes to take action on 
disposable cups a specific approach should be taken, rather than 
inclusion in a DRS.  

 
 
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 accept there is a necessity for full coverage of the Scottish DRS in order to ensure 
accessibility for all consumers. However, we think there needs to be a sensible 
approach to ensure accessibility doesn’t require redundant return points, which could 
be a waste of resources and emissions in their manufacture and ongoing running. 
Where there are a number of retailers within close proximity we don’t believe every 
retailer should have to act as a return point. Instead we would like to see them 
collaborate with other obliged return points for a single point within that area. 

We think this approach applies to High Streets, Shopping Centres, Retail Parks, and 
travel hubs.  We believe the regulations should be altered to create the criteria to allow 
this to be clearly laid out – creating a presumption in favour of these ‘community’ return 

                                                           
1 BRC Research into the costs of a DRS Scheme 2018 
2 Scottish Government Stage One Business Case p116 



  DRS060
  

 

4 
 

points.  Retailers who opt out in this way would be expected to contribute to the set-
up costs of the return points.  

We also think there is a strong argument to exclude quick service restaurants from 
taking back glass containers if they don’t sell them. Handling glass in food preparation 
areas is generally prohibited to ensure there is no risk of glass contamination in fresh 
food. We think this is a sensible exemption from the scheme. 

Finally, we have concerns about the inclusion of online retailers in the scheme. We 
don’t believe the regulations provide any clarity on what an online system should look 
like. The SRC is currently working with Members to understand how the regulations 
could be implemented, but even with our expertise it’s very difficult to understand what 
the model would look like.   

There are several outstanding questions: 

• How retailers who operate third party logistic systems will be able to realistically 
fulfil their obligations? 

• The potential cost implications of refitting vehicles to comply with waste transfer 
and food safety regulations? 

• What the carbon impact of the extra journeys will be? We don’t believe this has 
been accurately modelled yet. 

• What impact the cost of online takeback will be on the viability of certain online 
delivery services. Where the extra cost makes services unprofitable it will be hard 
for retailers to justify deliveries. 

• We would note that if retailers are obliged to take back glass containers online that 
will add significant cost (as well as health and safety considerations) to retailers.  

We believe there are plausible and practical solutions to these issues. However, it will 
not be straightforward to deliver an online system for a Scottish DRS and the likely 12-
month implementation period could only begin once a model had been fully 
developed3.  

As a final point, we don’t believe Scottish ministers should be responsible for 
exemptions. That should lie with the Scheme Administrator, who is after all obliged to 
recover the materials and is therefore best placed to decide on whether a return point 
is required and will have the data and reporting evidence to make these decisions.  

 
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).  
 

                                                           
3 We understand the current regulations are based on the Norwegian DRS model – which of course excludes 
glass containers.  
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Last year the BRC had research prepared on the costs of a Deposit Return scheme 
for the UK – including analysis of a Scottish scheme4. That report found that the cost 
of a Scottish DRS scheme would be between £100 and £120 million per year – which 
includes the cost of the Reverse Vending Machines amortised over seven years.  
 
That Report deliberately did not include two elements. Firstly, the initial cost of refitting 
stores which will be borne by retailers, which could well be over £100 million. Secondly, 
it didn’t include the extra scheme costs required to develop a Scottish only DRS. That 
will require producers (many retailers are own-brand producers) to spend tens of 
millions to develop Scottish-specific labelling. It will require warehouses to be refitted 
and IT and logistic systems to be altered to create separate product streams in an 
otherwise integrated and cost-efficient supply chain, which has had additional 
environmental benefits of minimising carbon and water emissions usage. It’s worth 
noting retailers will have to handle two billion containers a year in this manner, which 
is both complex and costly. 
 
This will have several consequences.  Firstly, retailers will have to assess operational 
models, including on a store by store basis for high streets and out of town centres, to 
ensure they are still economically sustainable once these costs are considered. That 
may mean changing what retailers sell, where they sell from, and how individual stores 
are managed to remain profitable. Retail profit margins are already low, and therefore 
the costs which are not covered by the handling fee will be paid for by changes to 
retailer’s business models – which we don’t believe are modelled or anticipated in the 
current business case.  
 
Retailers will face a varying range of costs per location depending on their business 
model, store format and geographical locations, and the handling fee is a flat fee. The 
costs are potentially of such a scale, and the potential for disruption so significant, that 
it’s very hard to predict exactly how retailers will individually or collectively respond. 
However, it’s unlikely the current model of store and range provision will continue after 
the DRS comes through – and the more costly and complex the model the greater the 
likelihood of significant changes affecting stores and high streets across Scotland. In 
particular we remain concerned the handling fee anticipated is too low for RVM 
returns, is very low for manual returns (which can be very labour intensive) and there 
will need to be a different handling fee and compensation structure for online returns.  
 
In addition, running a Scotland only scheme including glass may well bring forward 
several unanticipated and undesirable consequences. The strategic way to reform our 
waste system would be to complete the process of Extended Producer Responsibility 
first, and then to build a DRS system after that.  By not doing that, we fear producers 
and retailers will be double charged in the first few years of a Scottish DRS. That’s 
because retailers already pay PRN fees on products in Scotland and will now face 
DRS producer fees on top of that.  That of course makes selling to the Scottish market 
much more expensive than the rest of the UK.  As we anticipate modulated fees which 
match the cost of the DRS collection that will make glass containers very expensive 
to place on the market in Scotland. We don’t believe that is the intent of the scheme, 
but it remains the probable outcome.  
                                                           
4 The BRC research was provided to the Scottish Government in March of this year. A copy of the report is 
available here https://brc.org.uk/media/597230/brc-drs-research-2018-final-report.pdf 

https://brc.org.uk/media/597230/brc-drs-research-2018-final-report.pdf
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There remain a myriad of issues where we don’t have clarity on what the costs will be.  
The Scottish Government can’t confirm whether PRN fees will apply, whether the 
deposit will attract VAT, and whether retailers will face Non-Domestic rate increases if 
RVMs are considered environmental improvements to their stores. If the latter is 
applied that could see retailers be pushed out of the small business bonus scheme or 
into the large business supplement band – therefore adding a large rates bill on top of 
these other costs. 
 
Finally, we would note the lack of detail on these issues, along with the fact retailers 
have never had to separate the Scottish drinks market from the UK as a whole, means 
it’s very hard to anticipate the full extent of the costs or complexity.  We think it is 
unlikely we are overestimating the impact.   
 
 
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 note that creating a Scottish DRS which is based on the costs of takeback 
ahead of the development of the new UK-wide Extended Producer Responsibility 
Scheme risks creating cost differentials and perverse incentives for producers.  
Resolving the input material costs and then considering how to use a DRS within that 
strategic framework would be the sensible way to approach this work.  
 
We hope the full Scottish Government environmental impact assessment will analyse 
in detail the impact of consumer and logistics journeys resulting from the DRS. We are 
concerned the scheme may lead to more vehicles on roads as people transport their 
bottles to return points, and those bottles are in turn collected and distributed to 
counting centres and then recycling facilities. The latter will be in addition to council 
rubbish collections as the public will still be putting other plastic bottles, glass jars and 
tin cans in their home recycling bins for household collection.  
 
Similarly, the extra journeys required for online deliveries, and the extra collection 
journeys from retailers need to also be considered.  We would note the presumption 
that there is spare backhauling’ capacity in the retail logistics chain needs to be 
strongly tested. In our experience the vast majority of retail logistics vehicle journeys 
are optimised for both environmental and economic efficiency reasons.  
 
We’d also note the environmental assessment needs to consider in detail the full 
carbon and materials impact of the construction of the physical infrastructure for the 
scheme. Alongside the creation of new counting centres, there will be thousands of 
new reverse vending machines to be manufactured, shipped, and installed. Stores, 
vehicles, and distribution hubs will all need refitted.  Not including these impacts 
significantly weakens the environmental case for the scheme.  
 
 
5. Level of deposit – implications and appropriateness of a charge being a uniform 
20p. 



  DRS060
  

 

7 
 

 
We are content with the initial deposit being 20p. We are very concerned the Scottish 
Government intends to control whether the deposit can be varied in the future. We 
believe that the deposit is the key tool to vary consumer behaviour, and therefore the 
Scheme Administrator should have the power to vary the deposit, not Scottish 
Ministers.  
 

 
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. 

It’s essential for the Scottish DRS to succeed that all consumers across Scotland can 
access return points, and we recognise return to retail provides a strong mechanism 
to do that.  

We would note that whilst accessibility is vital, as explained elsewhere that should not 
be confused with redundancy. We would like to see clear guidance from Government 
on what an acceptable distance in different settings is which would allow retailers to 
collaborate on single return points on: high streets, in shopping centres, and travel 
hubs. 

We would also note that rural areas, where retail businesses already struggle, are at 
much greater risk of not having a retail return point. We would note that online retailers 
may not be able to fill this gap if the system is too complex or costly.  In those areas 
provision may need to be made by community groups or local authorities. 

We would also note that island communities may have very different challenges than 
elsewhere. In those instances, a single return point at the travel hub (airport/ferry 
terminal) may be more practical than asking retailers to use limited store space.  

More broadly, we would note the high costs of a DRS scheme, may well lead to 
changes in range or product price, which would be more likely to impact on less 
affluent consumers.  

Finally, we remain concerned at the risks of very significant investment in infrastructure 
at a time where customer behaviour is shifting very significantly. In five years’ time the 
retail market may look very different, and therefore the high investment made by 
retailers now may end up being redundant. This of course is another reason to go with 
a more targeted approach to the DRS.  

 

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

We are not best placed to comment on the impact on local authorities.  We would note 
that the DRS will remove PET plastic and Aluminium containers from local authority 
waste collection streams which will, presumably, impact on their recylate sales.  
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Our concern is that lost revenue could impact on the ability of local authorities to 
provide the remainder of their waste collection and household recycling services. This 
would of course be significantly ameliorated if EPR reform took place before the 
introduction of a DRS.  

 

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

We believe the current timeframe enormously underestimates the time required for 
industry to build the physical infrastructure required for a Scottish DRS. Below is a 
short account of the steps required for a Scottish scheme, along with our current 
estimate of the timeframe.   

System Administrator: The SA cannot be legally comprised before April 2020 under 
the current regulations. Due to the significant concern over the current regulations, it’s 
hard to see industry capitalising that body ahead of incorporation, even assuming 
agreement can be found between the obligated businesses.   

The System Administrator will then need to recruit a Management Board, and start 
planning for its offices, counting centres, building an IT system to track the billions of 
containers, approving container and RVM specifications, and preparing contracts for 
backhaul and logistics.  The process of data collection, establishment of handling fees, 
and determining how often there are retail collections significantly impact on the store 
design decisions retailers will take.  We would anticipate building the counting centres 
alone would take eighteen months once planning is included.  As retailers aren’t 
obligated to take back materials without a collection system in place, that means that 
implementation in 2021 is highly risky.  

Even taking that, generous assumption, retailers wouldn’t be ready to take back 
containers in all stores. Stores taking back large quantities of material will need to refit 
their stores to incorporate Reverse Vending Machines.  In some stores this will be 
challenging, but only involve redesigning part of the store.  However, in hundreds of 
stores there will require major refits, including extending the premises and changing 
the entire store configuration. Those changes will be needed in stores of all sizes, and 
across the whole country.  

Retailers will need to assess their Scottish estate. They will need to redesign the 
stores, and assess what work is needed.  If major work is required then retailers will 
need to get planning permission, building warrants, and licensing changes. That work 
alone will take beyond April 2021. The stores will then need the actual refit work – 
constrained by the number of fitters and tradesman available as well as the businesses 
own design and property teams.  In total, we don’t believe the work can be completed 
before Autumn 2022.  We therefore would urge the committee to strongly consider not 
starting the 70% target period before January 2023, rather than the current date of 
2022.  



  DRS060
  

 

9 
 

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. 

We have consistently called for an industry-led non-profit scheme administrator to 
lead the Scottish DRS system. However, whilst the regulations make allowance for 
this approach, the reality is Scottish Ministers have taken control over almost all of 
the major levers of the administrator.   

Without control over the deposit level, the scope of the scheme, retailer exemptions, 
the timeframe, or the scheme design, there is a real risk industry is going to be given 
a scheme which they cannot effectively influence.  

This is exacerbated by the presence of legally binding targets which come with 
criminal penalties. Industry faces being placed in the invidious position of facing 
sanctions for failing to deliver collection targets which we cannot effectively 
influence.  

Our view is if the Government wishes to constrain the system in this manner, they 
should take on the risks.  We don’t see any other circumstance in which a good faith 
failure to deliver government policy leads to criminal prosecution.  Scottish Ministers 
urgently need to revisit this element of the scheme and come forward with a 
mechanism which actually allows industry to operate the scheme. If it is unwilling to 
do that then they should consider taking on the costs and liabilities themselves.  

 

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 we have explained elsewhere, we believe attempting to design and deliver a 
Scottish-only DRS ahead of the wider UK-wide review of Extended Producer 
Responsibility is fraught with risk.  This is a separate issue from a single UK-wide DRS 
(which remains our preferred option in conjunction with a reformed EPR).  The issue 
is that EPR will set material fees, as will DRS.  At present, those selling drinks in 
Scotland will be obligated to pay both DRS fees and EPR fees, at least until 2023. It’s 
the uncertainty for businesses which makes setting up a Scottish element of this in 
one category so risky.   

For example. We agree the Government was right to exclude HDPE containers from 
the DRS system. However, we don’t know whether HDPE would attract a lower PRN 
fee in the future or a lower DRS producer fee. That will be particularly true with glass.  
In our view, the costs of collection and disposal of glass should be handled in line with 
its costs as a direct externality – rather than offsetting it through a DRS system (which 
as explained above it fundamentally unbalances).   

As we have consistently said, DRS will only succeed as part of a wider EPR reform, 
and alongside an effective household recycling system.  It’s very concerning that whilst 
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other nations, such as Wales, have high household recycling rates due to a single 
approach to collections, in Scotland six years after the launch of the Household 
Recycling Charter we don’t have a single approach, and recycling rates are falling5.  
DRS will impact on one small element of this system – but it’s not a silver bullet to 
resolve the much wider issues – issues we feel Government could perhaps focus more 
attention upon.  

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

No response provided. 

 

 

                                                           
5 https://www.sepa.org.uk/media/469650/2018-household-waste-commentary.pdf  

https://www.sepa.org.uk/media/469650/2018-household-waste-commentary.pdf

