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Neil Bibby 
Member of the Scottish Parliament for West Scotland Region  

 

Gordon Lindhurst 

Convener of the Economy, Energy and Fair Work Committee  

By email (sent to: economyenergyandfairwork@parliament.scot) 

 

11 September 2020 

Tied Pubs (Scotland) Bill at Stage 1 

Dear Gordon, 

When I gave evidence to the Committee on 1 September, I noted that I would write 
to the Committee on several points which arose during the session. This letter 
addresses those points, and also provides clarity on a figure in the Financial 
Memorandum. 

Supporting evidence 

In my evidence, I referred to a study made by CGA Strategy in 20141. Reference to 

this study can be found in paragraphs 47-49 of the Policy Memorandum that 

accompanies the Bill. You will see that elements of the survey (including the incomes 

of tied tenants in Scotland) are specifically relevant to issues discussed when I gave 

evidence, including some which are set out below.  

I also referred to a paper prepared by Tennent Caledonian Breweries in 2015. The 

paper, “Introducing the Market Rent Option for Scottish Tenants: A Matter of 

Fairness for Scottish Publicans” sets out the case for change in Scotland. The 

introduction to the paper states: 

“This paper, focusing predominantly on Scottish tenants, adds to the 

overwhelming body of evidence that the tied model, and abuses thereof, are 

                                                           
1
 CGA Strategy (September 2014). Scottish Tied Pub Licensee Survey. Methodology & Key Findings 

Overview. Available at: http://www.protectourpubs.scot/wp-content/uploads/bsk-pdf-
manager/2017/08/Response-242-ID-61799434-Campaign-for-Real-Ale.pdf. 
(Note that this links to the CAMRA response to my consultation, and a copy of the CGA study can be 
found at Appendix 1.)  
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bad for tenanted publicans. It also outlines how Scottish publicans will be 

further disadvantaged relative to their local competitors and English tenants in 

a future where there is legislative asymmetry.” 

The paper is supported by the Scottish Licensed Trade Association and the Pubs 

Advisory Service, and I have included an electronic copy with this letter for the 

Committee’s information. 

Income and investment 

I agree with Colin Beattie that the income for many tied tenants is unacceptably low. 

There are many first-hand accounts from tenants (such as in response to my 

consultation, and the Committee’s evidence gathering) which provide clear evidence 

of that. A question was asked about comparative incomes between tied and free of 

tie tenants and, again, there is a body of evidence which indicates that tied tenants 

are significantly worse off than those free of tie. The 2014 CGA survey referenced 

above, which surveyed 200 tied tenants in Scotland, found that 10.5% had an 

income below £10,000; 54% had an income between £10,000 and £15,000; 31.5% 

earning between £15,000 and £30,000; and just 4% earning over £30,000. 74% of 

those 200 tenants considered themselves worse off as a direct result of the tie, with 

only 1.5% considering themselves better off. 99% of those 200 respondents wanted 

the Scottish Government to act to protect tied tenants in Scotland.  

These figures are supported by data about the tied model from other parts of the UK. 

Paragraph 28 of the Policy Memorandum highlighted data gathered to support 

legislation in England and Wales: 

“According to research published in 20132 by CAMRA, tied pubs often pay 

well over 50% more for products than the wholesale price, with examples 

given of 77% more for a keg of Fosters, 67% more for a keg of San Miguel 

and 55% more for a keg of Heineken. The research also showed that tied 

licensees are an average of £13,000 a year worse off than non-tied 

licensees.” 

The written evidence provided by CAMRA to the UK Government in 20133 states: 

“The real hardship caused by an inequitable business model is shown by the 

indication that 57% of large pubco tied licensees earn less than £10,000. This 

compares to only 25% of free of tie lessees earning less than £10,000.” 

In 2013, the UK Government department for Business, Innovation and Skills 

published an impact assessment4 on the proposed pubs code legislation (a 

                                                           
2
 Pub Companies and Tenants: A Government Consultation: Response from CAMRA (response 548), 

the Campaign for Real Ale, June 2013 (including CGA Strategy Licensee Survey Report). Available 
at: (the link will open up a folder from which a PDF can be accessed) 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/269
640/Interest_groups__trade_bodies_and_other_organisations.zip 
3
 See the link in the footnote above. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/269640/Interest_groups__trade_bodies_and_other_organisations.zip
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/269640/Interest_groups__trade_bodies_and_other_organisations.zip
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document referenced in the Financial Memorandum that accompanies my Bill). That 

impact assessment stated that the policy aim was to “to reduce exploitation of pub 

owning companies' licensees and increase the share of profits going to the 

licensees” and estimated the transfer in profits from pub-owning businesses to 

tenants at £102m.  

A code (with MRO and guest beer rights) and adjudicator in Scotland, guided by the 

three principles set out in the Bill, would see tenants much better positioned to retain 

a greater share of a pub’s profits, and earn an increased income. Incomes as low as 

£10,000 - £15,000 at present would be significantly increased if tenants were freed 

of the huge mark-ups on beer and cider which makes up the wet rent element of 

their tenancies at present. Tenants that remained tied would enjoy much greater 

leverage to negotiate fair and acceptable agreements for both parties, sharing the 

risk and reward, and making higher incomes a reality for pub tenants. The 

information below setting out the MRO data in England and Wales shows that 

hundreds of tenancies have been renegotiated thanks to the MRO process. 

MRO data in England and Wales 

Given the discussion around the MRO provisions in both this Bill and the England 

and Wales legislation, the Committee may find it helpful to see the latest MRO data 

relating to the 2015 Act5, from its implementation in July 2016, to earlier this year: 

Total number of MROs applied for 1101 (of which 182 were rejected and 
10 were withdrawn) 

Total number of successful MROs 122 (114 by new tenancy, 8 by deed of 
variation) 

Total number of new tied agreements 482 (54 new leases, 428 other new 
agreements) 

Total number of tied tenant departures 74 

Total number of other outcomes 38 

Ongoing MRO applications: 189 

Note that these are the published figures, however there are 4 MRO cases unaccounted for. 

MRO: rent assessments 

Andy Wightman asked about the rent assessment process, and whether an assessor 

would take account of investment that had been provided to date by a pub-owning 

business.  

The Bill states that, where an MRO offer is made, the rent should be agreed between 

the parties (via a process to be set out in the code), but that if no agreement can be 

                                                                                                                                                                                     
4
 UK Government Department for Business, Innovation and Skills (April 2013). Pub Companies and 

tenants: Impact assessment. Available at: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/367
039/bis-13-738-pub-companies-and-tenants-impact-assessment.pdf 
5
 The latest published MRO data is accessible here: https://beerandpub.com/briefings/mro-data-

summary-of-results/. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/367039/bis-13-738-pub-companies-and-tenants-impact-assessment.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/367039/bis-13-738-pub-companies-and-tenants-impact-assessment.pdf
https://beerandpub.com/briefings/mro-data-summary-of-results/
https://beerandpub.com/briefings/mro-data-summary-of-results/
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reached, that the “market rent” will be payable. “Market rent” is defined in the Bill6, 

and the code can require a rent assessor to be appointed to set that rent. As I 

mentioned in evidence, I would expect that, in considering what the market rent of a 

property would be, an assessor would consider elements such as any investment 

and improvements which had been made to the property. Further information may be 

included in the code, or in guidance subsequently published by the adjudicator, and 

disputes regarding the process may be referred to the adjudicator if appropriate.  

Financial Memorandum 

It has come to my attention that there is an error in a table in the Financial 

Memorandum which summarises the figures in the rest of the document. Page 20 of 

the Memorandum, under the title “Summary of Estimated Costs Associated with the 

Bill”, sets out a summary of costs in Table 8. In that table, the estimated total 

Scottish Government costs are shown as £200,000. This should in fact show a total 

of £268,000. This is made up as follows: 

 £210,000, reflecting the figure shown in Table 5 on page 13, based on the 
Scottish adjudicator’s office being located in Scottish Government office 
space; 

 £50,000, as set out in paragraph 52, for the annual salary of the adjudicator; 
and 

 £8,000, as set out in paragraph 21, relating to administrative recruitment costs 
for staff.  

These costs, as detailed in the Memorandum, aside from the £8,000 (where the 

Scottish Government has the option whether to absorb the costs or make them part 

of the loan to the adjudicator), are costs which will be ultimately funded by the levy. 

Therefore, please note that the asterisk text by the £200,000 figure in Table 8 should 

read “*Costs, including the Year One loan but potentially excluding the £8,000 

administrative costs, which will be reimbursed by the levy”.  

The latter is an important point to be clear on. As is set out in the rest of the 

Memorandum, any year one costs that are not directly recouped from the levy are 

expected to be funded by a loan from the Scottish Government, which will be paid 

back by the adjudicator from subsequent levy payments. The costs to the Scottish 

Government are therefore minimal.  

Conclusion 

                                                           
6
 Schedule 1, paragraph 5(4) of the Bill defines “market rent” as the estimated rent which it would be 

reasonable to pay in respect of the occupation of the pub under a tenancy, assuming that the pub 
continues to be a pub, and that the hypothetical tenancy is entered into: on the date the estimate is 
carried out; in an arm’s length transaction; after proper marketing; and between parties who are all 
acting knowledgably, prudently and willingly. 

https://beta.parliament.scot/-/media/files/legislation/bills/current-bills/tied-pubs-scotland-bill/introduced/tied-pubs-scotland-bill-as-introduced.pdf
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I hope this letter provides helpful further clarity for the Committee as it considers its 
stage 1 report on the Bill. I look forward to reading that report, and to debating the 
general principles of the Bill at stage 1.  

I would be very happy to engage with the Committee, or individual members of the 
Committee, on any further questions you may have. The Committee may also wish 
to pursue other points you raised about the lack of data and transparency from pub-
owning businesses in areas such as the extent of churn in their tied tenancies, and 
the average income of their tenants, directly with them, or with the Scottish Beer and 
Pub Association.  

Yours sincerely,   

  

Neil Bibby MSP 

M1.11 

The Scottish Parliament 

Edinburgh 

EH99 1SP  

Telephone: 0131 348 6385 

Email: Neil.Bibby@parliament.scot 
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