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The Federation of Small Businesses (FSB) is Sc ot | aeading sbusiness organisation.
Our mission is to help smaller businesses achieve their ambitions. These micro and
small businesses comprise the majority of all enterprises in Scotland (98%), employ
around one million people and contribute £68bn to the economy.

FSB welcomes the opportunity to contribute to the development of a deposit and
return system (DRS) for Scotland and respond on behalf of our members, since small
businesses will be inte gral to making the scheme a success.

FSB is concerned that at this stage in the development of the scheme there is still not
enough information available, particularly around costs, on the potential impact a DRS
will have on different types of businesses. A more detailed business regulatory impact
assessment (BRIA) is required now to fully understand the ramifications for small
firms and make an informed decision about the best way to implement a DRS.

The Scottish Go v e r n meProgramsne for Government for 2017 -18 sets out a
commitment to implementing a DRS, with a specific mention of making it work for
small businesses. Research carried out by FSB has found that small businesses have
three main concerns about the scheme;

1. The space required in premises
2. The cost of the scheme to individual businesses
3. The time it will take individual businesses to set up and administer

Throughout our response we outline measures that could help mitigate these
concerns. Specifically we believe that the Scottish Government should:

1 Exempt the smallest businesses and producers from being required to
participate in the scheme , in order to minimise both the clear practical
problems for small retailers and hospitality businesses , as well as the barriers
to small food and drink produ cers

1 Keep the system simple to use for producers, retailers, consumers and
regulators

1 Introduce a fund to support smaller businesses to adapt and comply with a DRS
to minimise the economic impact of the scheme

1 Ensure consistency and compatibility of a scheme UK-wide

It is worth noting that FSB has also found that there is little awareness of DRS
amongst the general small business population and thus awareness raising and
support for smaller businesses will have to be a critical element of the delivery plan
for DRS in Scotland.

Lastly, a growing number of potential new regulatory changes, particularly those
related to environmental and health related outcomes (e.g. reducing certain
packaging and tackling obesity), are likely to affect the same group of businesses;
small retailers, cafes, restaurants, bars and takeaways. FSB strongly urges the
Scottish Government to consider the implementation of DRS alongside the
development of these policies and not in isolation.
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Materials in Scope

Which materials do you prefer?

FSB agrees that PET plastic containers and metal cans should be included in a DRS for
Scotland which, as the consultation document states, would capture the bulk of soft
drinks containers.

Do you think the scheme should start with a core set of materials and then
be expanded as appropriate?

Yes, the scheme should have the capacity to react to the market and include more
materials if required. PET plastic and metal cans would be appropriate materials to
start with.

If yes, which materials do you think should be added later?

A case could be made for the inclusion of glass however, as mentioned in the
consultation document, glass is a bulky, heavy material. Its exclusion could simplify
the system and reduce costs. Small retailers have also highlighted concerns about its
inclusion, particularly; space to store glass bottles; safety concerns for them and their
staff handling glass bottles; and security around where the bottles are stored. If
measures could be implemented which would abate concerns then adding glass to a
Scottish DRS, perhaps after it has time to bed in, would be reasonable.

Are there any materials that you think should not be included?

Cartons and disposable cups should not be included in a DRS for Scotland. The
inclusion of so many different types of materials would make the scheme
unmanageable for Sc ot | asmall dbssinesses. Disposable coffee cups are being
considered separately by the Scottish Go v e r n meErperd Banel on Environmental
Charging and therefore may be subject to a another levy. However, the Scottish
Government should avoid unnecessary, confusing changes to the scheme at a later
date (notwithstanding the point about glass above). Coordination with the Expert
Panel is therefore important.

Do you have any views on the cost implications for local authorities?

A deposit and return scheme should be introduced without increasing costs for local
authorities. However, effective enforcement is key to good regulatory practice and
needs considered at this stage in the process . We have frequently highlighted
concerns about the significant decline in resources available to regulatory teams in
local authorities, particularly environmental health and trading standards. Again,
addre ssing these concerns 1 without passing on the cost to businesses being
regulated i1 has to be considered as part of the development of a scheme for
Scotland.
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Do you think the material the container is made from or the product it
contain s should be the key consideration for deciding the scope of the
scheme?

The Scottish Government is looking to increase the quantity and quality of the
materials captured for recycling by introducing a DRS, therefore the material that the
container is made from should be the key consideration for inclusion in most
circumstances.

Are there any product categories that should be excluded from the
scheme?

Small businesses have expressed caution about including milk in the scheme. At the
forefront of these concerns is whether or not storing empty milk bottles is hygienic,
particularly in those premises where food is prepared. Milk is a product that is mainly
consumed within the home and therefore could still be effectively recycled within the
current kerbside scheme. Furthermore milk is an essential product that should not be
subject to additional costs. Many current deposit schemes, including those operating
in Norway and Sweden, do not include dairy.

Do you think that the deposit return scheme should be limited to fi o the
g o only?

It would be difficult to implement an A o the g o only scheme; this type of system
would be more likely to cause confusion for consumers and businesses alike.

Should any dairy products be excluded from the system?

As stated above milk should not be included within the system. Other systems around
the world not only exclude milk but other dairy based drinks; the Swedish system
excludes products that consist of 50% or more dairy. Whilst this may be an
appropriate option for Scotland it could over -complicate the scheme. Thought would
have to go in to how this would work easily for small producers of dairy based drinks
as well as how it would be clearly communicated to consumers.

Return Locations

Which option for return location do you prefer?

In order for a Scottish DRS to wor k as efficiently as possible return locations need to
be convenient for consumers. Therefore FSB advocates a mixture of both 6t akac k 6
to a place that sells drinks and designated drop -off locations.

Transport terminals, schools, sports clubs and other civic spaces should all have
facilities for consumers to return their empty drinks containers. We are particularly
keen to ensure that such locations are accessible and do not drive footfall to out -of-
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town locations. Empty units in town centres, for example, could also be brought back
into use by being turned in to designated drop off points for communities.

In any model involving return to retail, are there any types of retailer that
should be excluded?

Small retailers, particularly convenience stores, will be crucial in making a return to
retail DRS work. In many of these stores space is at a premium and, considering the
range of practical concerns of the smallest businesses, we strongly recommend that
premises under 200sgft should be exempt from being required to take back returns
(though there would be nothing to prevent those who wished to participate form doing
S0).

Restaurants, bars and other sit-in only hospitality businesses should also be exempt
from taking back returns and should instead only manage the bottles and cans sold
within their premises. The drinks containers sold within these businesses are unlikely
to leave the premises, particularly in restaurants and bars as in Scotland you cannot
take an open container of alcohol out of a licenced premises. Taking this into
consideration, it may be sensible to exempt these businesses from charging their
customers a deposit on the bottle altogether, instead letting them (instead of the
customer) become the consumer in the DRS supply chain.

Furthermore it may not be practical for small cafes who do both sit-in and take -away
to take back large numbers of bottles, they too should be included within the 200sqft
exemption.

Retail return locations may need to adapt their premises in order to participate in the
scheme, a fund should be available to assist with the costs of this.

Do you agree that online retailers should be included in the scheme?

Online retailer s should be included within the scheme to ensure regulatory
consistency.

Financing Models

Do you agree that deposit return should be seen as a form of producer
responsibility?

Yes, DRS should be seen as a form of producer responsibility.

If yes, do you think deposit return would impact on other producer
responsibility?

The introduction of a Scottish DRS is likely to have implications for other forms of
producer responsibility.  Businesses that will pay the producer fee in a deposit scheme
should not be subject to other producer levies, in line with the European Commission
Communication 2009/C107/01 which stat es that there should not be fi a onjustified
doubling of participation c¢ h ar g &hsowould also be comparable with how other
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systems work, for instance the Norwegian system has removed environmental taxes
on cans and bottles for members of their DRS with appropriate return rates.

Do you think it is appropriate for the scheme administrator to maintain
ownership and income from sales of the material?

The scheme administrator should maintain ownership and income from sales of the
material as long as it is kept within the system to deliver improvements. This will

ensure that producer costs are kept to a minimum and that the system is as efficient
as possible.

If the scheme administrator maintains ownership of the material, should it
prioritise  maximising profit from sales or should it seek to achieve
additional benefits?

As said above FSB would like to see any profits going back into the scheme to ensure
it works well for businesses and consumers. The system administrator should also

maintain a budget for sustained marketing to provide relevant information about the
scheme to the general public.

Should any excess funding or unredeemed deposits be ringfenced for the
continued maintenance or improvement of the system, or do you think it
would be appropriate to divert funding to other purposes?

Excess funding should be ringf enced for the continued maintenance or improvement
of the system.

How would you define a producer ?

A producer should be defined as the business who places the product that is covered
by a DRS on the market, retailers should not be included in the definit ion of a
producer. In order to avoid placing an excessive burden on the smallest producers, or
start -ups, a threshold below which businesses do not pay the producer fee, for
example, exempting start -up businesses for a set period of time, or exempting below
a certain production threshold should be implemented. Consideration should be given
to how a producer fee would affect this important sector of the Scottish economy.

Consumer Information
Do you agree that producers should be required to put deposit return
scheme -related information on each container?

In order for the scheme to work, with both manual and automatic returns, producers
will need to be include some information related to DRS on each container.
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Consideration will have to be given to how businesses can be given support and lead -
in times to factor in any necessary changes.

If yes, should those putting small amounts of material onto the market in
Scotland be exempt from this labelling requirement?

The smallest producers should be exempt from this labelling requirement, however
please refer to our comments above about considering these regulatory costs in the
round and working with the food and drink sector to introduce changes with minimum
disruption to this vital sector.

Rather than be exempt, should small importers be required to put a label
with deposit return -related information onto the existing packaging?

Additional labelling for small importers may be a deterrent to selling into the Scottish
market. An exemption for those importing the smallest amounts would be the most

preferable option however if a sticker could be provided, at minimal cost, for small

importers to place on products being sold into Scotland, then this could serve as a

solution.

Fraud Prevention

Which option for labelling do you believe offers the best balance between
reducing potential for fraud and managing costs to producers and
retailers?

A Scotland specific barcode would be the best option to balance costs to producers
and retailers and reducing fraud. During the implementation period of the scheme a
fund should be set up to help businesses, particularly small, craft producers, with the
costs of complying with the DRS, this could help mitigate the expenses related to
changing their labels and any of the other potentially unexpected costs which may
arise.

Are there other security measures we should be considering, for instance
height ened security measures at key return locations?

With the materials included in the DRS now having a defined monetary value, extra
security will need to be considered to avoid theft. Small retailers may need to invest
in secure storage if they opt for a manual return system, the costs of which should be
covered by the system or by the fund mentioned above . Where Reverse Vending
Machines (RVMs) are used security similar to that used in the Lithuanian system,
where RVMs are kept in kiosks that can be locked to avoid theft or damage, should be
considered for the Scottish system.
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Do you have a preference for what level the deposit should be set at?

The deposit level should be no more than 20p. A higher deposit level would negatively
impact on business cash flow and may be too much for consumers, particularly those
on low incomes, to bear.

Do you think that certain types of drinks containers should carry a
different deposit?

There should be a flat deposit level for all materials and products included in the
scheme to make it as easy as possible to understand and operate.

Infrastructure and logistics

Which sorts of take back do you think the system should include?

The take back system should consist of predominantly RVMs with manual take back
available to those businesses who think this would work best for them. It is worth
noting that at a small retailer workshop on DRS many of the businesses attending felt
that manual returns would be unworkable due to time and safety concerns.

Small retailer s have also raised concerns about the cost and maintenance of RVMs.
Many are open to accommodating a machine within their store or on their st or e 6 s
property, they do not want to be responsible for the upkeep of the machine. Therefore
FSB recommends that the system operator should own and maintain the RVMs,

renting out floor space from the businesses who have them within their store.

How should the handling fee paid to retailers be calculated?

The handling fee paid to businesses should be calculated based on the proportion of

time and space a DRS takes up within each business. Allowing for small businesses to
be compensated through a larger handling fee as a DRS will have a larger impact on

their business.

Handling fees and returned deposits should be retu rned to businesses as quickly as
possible. The deposits businesses return to customers should be refunded to them
within seven days.

Additional benefits

Do you think a deposit return scheme for Scotland should pursue any
additional benefits?

Consumers should have the option to donate their returned deposits to charity.
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Which option do you think offers the best system ownership model to
ensure the primary goals of a deposit return system are met?

FSB believes that the best system ownership model would be public ownership.

How much emphasis should be placed on the system administrator
achieving secondary benefits like ensuring Fair Work practices are
followed and that the material collected is reprocessed in Scotland?

To a certain extent this depends upon the model chosen to deliver these services.
However, fair work (and other important outcomes) issues are considered as part of
the public procurement process, which is likely to be used in the process of setting up
delivery aspects of the scheme.

What do you see as the main roles for a scheme administrator?

Some of the main roles for the scheme administrator should be:

1 Collecting materials for recycling from businesses and return points; this should
be done quickly and without cost to the businesses involved in the scheme

Maintaining RVMs
Returning deposits to businesses and administering handling fees
Selling the recycled materials

=A =4 =4 =

Effective marketing of the DRS and providing information and support to
businesses

System regulation

Which option for regulating producers do you think is most appropriate?

Given the nature of the regulation, there is likely to be a substantial inspection and
enforcement role for local regulatory services, such as environmental health or trading
standards. However, similar to other waste legislation, ultimately, SEPA is proba bly
best -placed to be the main regulator for the regulations.

Which option for regulating return sites, including retailers, is most
appropriate?

As above, regulation of return sites, including retailers, should again be undertaken by
an existing regulatory body such as councils or SEPA. Regulation falling to existing
organisations limits the amount of agencies businesses have to interact with and will
allow for DRS and other waste regulation and enforcement to be integrated.
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What level of regulatory power do you think is appropriate for the system
administrator?

The amount of regulatory power held by the system administrator would depend on
the ownership model of the scheme, however FSB recommend that it is kept to a

minimum and regulatory power remains with established bodies such as local
authorities or SEPA. We do not support the establishment of a new regulatory body.

In particular, do you think the administrator should have arole in
approving products that go on sale to make sure they are compatible with
the scheme?

The system administrator should not have a role in approving products that go on sale
to make sure they are compatible with the scheme. This role should be reserved for
the government.

Do you agree that the Scottish Government should be responsible for
regulating the system administrator?

Yes, the Scottish Government should be responsible for regulating the system
administrator and addressed by regulation as and when appropriate .

If yes, should this be done via SEPA?
Yes, this could be done by SEPA.

Example systems

FSB do not endorse any of the proposed examples for a Scottish DRS. Instead a more
tailored approach striking the right balance between ease of operation for industry
and for consumers should be found. FSB have outlined within this response measures
to ensure that small businesses are not disadvantaged or overly burdened by
participation in a Scottish DRS.

UK wide system

Do you think being part of a UK-wide system would be beneficial for
deposit return in Scotland?

There is substantial concern from the small business community about a DRS
operating in Scotland only, particularly if different schemes were to be introduced
elsewhere in the UK. A UK wide -scheme would ease pressures on a range of
businesses as well as solving key issues such as producers creating Scottish specific
labels. Complying with a single, rather than multiple, systems, would be much easier
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and more cost effective for businesses who operate UK wide. The threat of fraud from
bottles entering the system from other parts of the UK would be removed.

Do you think having compatible but separate systems would achieve the
same effect as a single system?

FSB would prefer a single UK-wide system, however a compatible system might be
able to address some of these concerns .

Can you identify any risks with being part of a UK system?

A UK-wide system could potentially take the profits and economic benefits of the high -
value recycled materials outside of Scotland and would require different regulators
(e.g. SEPA and the EA) to consistently regulate a single scheme.

Can you identify any risks with not being part of a UK system ?

The main risks of not being part of a UK system are:
Extra costs to businesses creating Scotland specific labels
Cross -border fraud

Small producers who sell to wholesalers may not know where their product will
end up and therefore be unsure as to whether they need to comply with a
Scottish DRS or not

Small businesses who source stock from wholesalers based in England may
have to change supply chains to guarantee products have the appropriate
Scottish labels

Businesses having to comply with multiple DRS legislation
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Further Information

For furt her information please contact Laura McKelvie at laura.mckelvie@fsb.org.uk
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The FSB is Scotland & largest direct - membership  organisation. |t
campaigns for a better social, political and economic environment in
which to work and do business. With a strong grassroots = structure
and dedicated  Scottish staff to deal with Scottish institutions,  media
and politicians,  the FSB makes its members ovoices heard at the
heart of the decision -making process. It is therefore recognised as
one of Scotland & most influential business organisations.  The FSB
also provides a suite of services (0 help our members reduce the
cost and risk® of doing good business I from legal and tax protection
to business banking.

74 Berkeley St Glasgow, G3 7DS
t: 0141 221 0775

e. Scotland:policy@isb.org.uk
W, www.fsb.org.uk/scotland
Twitter:  @FSB Scotland



