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The importance of SWA and the Scottish wholesale sector

The Scottish Wholesale Association (SWA) is the official trade association for Scotland's food and drink wholesaling businesses. 

Scotland’s food and drink wholesale sector plays an important and growing role in our country’s economy and wellbeing. 
Food and drink wholesale distributors supply and support independently-owned shops, restaurants, hotels, care homes, hospitals and schools. Often overlooked, they are a significant partner in Scotland’s food and drink success story, in efforts to re-vitalise Scotland’s high streets and towns and in initiatives to  improve the nations’ diet. 

SWA Membership

Wholesale Members of the Scottish Wholesale Association are located the length and breadth of Scotland and include single-depot, family-owned businesses as well as national wholesale companies. Many SWA members have retail interests in local convenience stores, as well as supplying thousands of independent retailers. Wholesalers provide essential cash and carry services and food service delivery to restaurants, caterers and licensed premises.  SWA Supplier Members include national and international food and drink companies as well as small, independent, Scottish-based organisations. The Association facilitates communication and understanding between the different elements of the sector and works closely with other trade associations.
SWA and its members are committed to building a stronger relationship with the next Scottish Government and Parliament. Our members are at the heart of their communities so there are a wide range of issues which impact on their businesses and their workforce. 
SWA priorities for the next Scottish Government 
1. Recognition of the importance of the food and drink wholesale distribution sector and a commitment to pro-active engagement with wholesalers

The UK wide Federation of Wholesale Distributors report, The Whole Story 
estimated that the UK sector turns over annual revenues of £30 billion, directly employs 66,000 people and generates £2.8 billion of gross value added annually. This ultimately leads to around £460 million in taxation to the exchequer each year.  Overall, over 1.1 million British jobs are supported by the food and drink wholesale distribution sector. 

In Scotland there are 78 depots and 6,900 employees generating in excess of £3Bn a year. Compared with the share of all UK sector jobs, the food and drink wholesale distribution industry is more concentrated in Scotland, the North West and Wales, and less represented in London and the South East.

2. Improvement of the business environment for the wholesale distribution sector 

We note the Scottish Government’s intention to undertake a Review of the Non Domestic Rates system. While we welcome this Review we would urge the incoming Scottish Government to acknowledge the need the food and drink wholesale distribution industry has for large distribution premises. 

We would urge the next government to make greater use of the mygov.scot framework to deliver a single platform for all transactions and public sector communications . We would welcome efforts by the Scottish Government to simplify and streamline its communications with Scottish Business. 
We would also welcome clarity on the impact of the UK Government’s Apprenticeship Levy on Scottish businesses.
SWA is currently surveying members on the impact of NLW in Scotland and on members’ views on the Scottish Government’s voluntary Living Wage and Business Pledge. 
Wholesale distribution will be among the UK business sectors worst hit by the introduction of the National Living Wage, with wholesalers’ profitability severely threatened if proposed rises go ahead over the next four years. 
A FWD report published  on 12th Feb 2016, 
 shows that 30% of food and drink wholesalers’ staff will be directly affected by NLW, adding 0.7% to employers’ wage bills when the £7.20 rate for over 25s comes in in April. Proposals to increase the rate to £9.35 by 2020 would see wages rise by between 2.6% and 3.7%, adding up to £59m to the sector’s costs, equivalent to 2,600 jobs. 

Wholesalers surveyed in the FWD report say they will also need to raise pay brackets for those above the NLW in order to maintain differentials, and will consider matching the rate for under 25 in equivalent jobs. 
Competition in the grocery market meant wholesalers surveyed were reluctant to pass on the increased cost to their retail customers and reluctant to reduce their workforce. This is likely to have a short term impact on profitability and investment however there is potential for job losses and lower job growth if subsequent rises go ahead at the rate proposed. 
FWD and other key employers in the food and drink supply chain have raised concerns at the cumulative impact of NLW.  We would welcome measures from the Scottish Government which might help to mitigate the impact of increased costs on the sector.
3. Rejection of a Scottish Deposit Return System 

SWA responded to the Zero Waste Scotland consultation on DRS.
 SWA is a member of Packaging Recycling Group Scotland, a group of 33 leading food and drink companies and industry bodies which shares the Scottish Government’s ambitions to tackle litter and increase recycling but opposes DRS.
General sector concerns

The key issues for members who are wholesalers are  

· Lack of detail about scheme fees and costs

· increased costs of goods from suppliers

· cash flow issues

· reduced sales due to the included deposit and the fact that retail customers have less space to store stock

· potential need to use wholesale depots for clearing and compacting including potential costs of RVMs and lack of space

· inconvenience, complexity and more bureaucracy

· fraud and security

Key issues for members who are retailers are

· lack of space to store returned containers and the negative impacts of storage including the opportunity costs of using that space for returns rather than saleable stock 

·  being “out of pocket “ to refund deposits to customers – cash flow

·  the possibility of losing customers to supermarkets due to queues (German consequence)

· Cost of Reverse Vending Machines @£30k per unit

· Disputes with customers who bring items back that are not clean or are not part of the scheme

· Security /fraud issues particularly close to the Border

· health & safety implications of storing used containers in store and in the possibility of backhauling waste with other goods

· potential to be asked to contribute to cost of the scheme  

· small retailers not able to take part in the collection/transport element of the DRS meaning extra costs and extra car journeys

Key issues for members who are manufacturers/suppliers are

· being asked to contribute producers fees to cover scheme administration costs 

· the need for specific Scottish labelling/packaging and increased stock lines leading to extra costs and extra warehousing requirements

· potential for the increased costs of deposit inclusive goods to reduce sales revenue

· fraud and costs of fraud prevention measures.
A DRS is effectively a tax on people’s time but it’s a particularly great inconvenience and cost to those Scots who don’t have access to a car and the elderly and disabled. SWA are concerned that DRS will actually hit the poorest consumers hardest. Those consumers listed above are less likely to return bottles and containers to stores and more likely to forfeit deposits. 
SWA don’t agree that the proposed DRS will achieve the levels of returned containers (85-95%) assumed by supporters of this proposal. SWA supplier members AG Barr who, until recently, operated a deposit return system in Scotland for 140 years were not approached for input into the DRS feasibility report. They are well placed to highlight the pros and cons of a DRS. The return rate on their well established scheme was 54% with a 30p refundable deposit. This compares to the report’s predicted return rates of 85-95% with 10p and 20p deposits. 

Almost two and a half million beverage containers are placed on market each year. Any scheme set up to track that volume of items will place extra burdens on our members. Our members believe existing local authority schemes are effective, cover a wider range of waste and should be supported and enhanced. The set up costs for DRS would be substantial including the costs of RVMs, counting centres, administration and training. The set up costs of DRS could be better spent improving the more convenient kerbside systems. 
SWA are concerned that a DRS would introduce an unnecessary burden on business and consumers and remain to be convinced that there will be a significant increase in recycling and a decrease in litter as a result. There will, however, be extra administration and transport costs for SWA members. 
The DRS in Germany changed shopping habits.  People shifted from small convenience stores to larger retailers because small stores did not have space to install reverse vending machines and customers had to queue at checkouts to return containers manually.  Retailers would either bear the extra costs of manually dealing with returned containers albeit with a handling fee provided, or would have to find space for Reverse vending machines. Using the reports own assumptions for the machine costs this would mean an investment of £86.4 million for the 2,700 machines the report says would be needed. 

It’s likely that costs will be passed on to consumers. PRGS estimate that the cost of a can or bottle could increase by up to 40% to cover system costs - an average can of soft drink would go up from 65p to almost £1 (with only 20p of that increase refunded). This could double the cost of a 30 can multipack of soft drinks. Additional costs to set up the system and protect it from fraud would also need covered.  A number of other costs will be passed on including higher production and handling costs, provisions to deter fraud and many others.   

The report suggests two labelling options for containers with the choice of option being left to the producers (with potentially lower system fees for the Scottish specific label). The options are a Scottish DRS logo and barcode for beverages sold in Scotland only (Scottish specific label) or a Scottish DRS logo added to all beverages sold in the UK. Roughly 75-80% of brands are sold UK-wide so most will opt for this label but this would encourage people to buy drinks in England and claim deposits in Scotland.  Financial losses from fraud would get passed on to consumers. 

Required labelling would mean more Stock Keeping Units (SKU) The report makes no mention of the effect that a significant increase in Stock Keeping Units would have on the packaging line efficiency of producers’ manufacturing plant.  It would also create stockholding and distribution problems for wholesalers and retailers, would increase costs of goods and potentially reduce choice.
Putting a new identifiable monetary “value” on drinks containers could lead to fraud on a number of levels -  from small scale bin scavenging to large scale cross border trafficking between Scotland and the rest of the UK. 

SWA believe that wholesalers are already playing their part in tackling illicit trade in alcohol and tobacco. A DRS would set up yet another potential illicit trade which would have to be dealt with by HMRC, Trading Standards, Police Scotland, the courts and other agencies at some additional costs. Illicit trade would also hit lawful businesses.
SWA are keen to work with the Scottish Government to reduce the bureaucracy  which confronts businesses. This DRS proposal increases  administration costs and introduces new complexity into the food and drink supply line at every step. Businesses seek clarity in relation to scheme costs. So far, such clarity is lacking from this proposal. 
A DRS which will see millions of beverage containers being returned to retail outlets every year has the capacity to de-stabilise the food and drink sector and existing local authority re-cycling schemes, increase costs and administration for businesses and hit the poorest consumers hardest. 
4. Delivery of a proportionate, consolidated alcohol licensing regime

Wholesalers support efforts to stamp down on illicit trade in alcohol and tobacco and would support increased investment in efforts to tackle this. We welcome the Alcohol Wholesaler Registration Scheme which is due to come into effect in April 2017. As responsible distributors of alcohol and tobacco products, SWA members collect millions of pounds in duty on behalf of the Treasury.
We are supportive of attempts to discourage under age sales however we don’t support further efforts to restrict legitimate alcohol advertising aimed at adults or to restrict sponsorship of sport and other leisure events.
We share the view of many licensed traders that Scottish licensing legislation is too complex and should be consolidated. We would welcome the introduction of a consolidating Licensing Act.  

While we appreciate that local Licensing Boards have an important role in our communities SWA members with convenience stores and other licensed premises  are concerned at the significant policy differences which exist in different Board areas particularly in respect of interpretation of over provision. 
5. Responsive Responsible Public Procurement

SWA members supply food and drink to Scotland’s public sector. Despite efforts to streamline the procurement journey members still report that they are required to fill in one size fits all procurement documents and supply documents and policies which are not relevant to the tender or to their business. This is particularly true for our small business members.
Members are keen to play their part in efforts to tackle obesity but are concerned that despite procurement including requests for heathier options tenders continue to be won by those providing less healthy options at cheaper cost. 
Members seek to work constructively with National Procurement and wish to investigate future training opportunities to improve the procurement partnership between the food and drink wholesale sector and public procurement.
6. Tackling Skills shortages affecting the wholesale sector 
Members are currently reporting an acute recruitment and retention problem in respect of delivery Drivers across the sector. Road Haulage Association figures suggest a shortage of 11,000 drivers. Members report recruitment difficulties, significant training costs of £3k  per driver and subsequent difficulties in retaining trained drivers. 
We note that Skills Development Scotland are due to consult on the driver shortage and would urge SDS to engage with the SWA and our members in the food and drink wholesale distribution sector  on this key issue for the food and drink supply chain.
7. Commitment to Capital infrastructure investment 
SWA members , in common with other Scottish businesses are affected by investment in key policy areas such as transport infrastructure and broadband.. We know that every £1 cut in local roads budgets costs the local economy £1.67. 

The recent closure of the Forth Road Bridge was a timely reminder of the impact infrastructure has on the wholesale industry.  Member companies experienced delays, additional driving hours and additional financial costs in paying driver overtime that would not previously have been required. Members lost several thousands of pounds at the busiest time of year.

eCommerce is now at the heart of the wholesale sector. Next generation broadband access is a business necessity. Broadband should be considered the fourth utility and the next Scottish Government must commit to universal access as a crucial factor in improving Scotland’s rural and urban economies.  
8. Appointment of a new Cabinet Secretary for Business 

With new fiscal responsibilities being assumed by the Scottish Parliament , the wide remit of the Cabinet Secretary for Finance will increase even further. SWA would welcome the appointment of a Cabinet Secretary for Business. The Business Secretary’s total focus should be on economic growth and support for Scotland’s businesses. 
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