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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

TIED PUBS (SCOTLAND) BILL 

SUBMISSION FROM:           PUNCH PUBS & CO 

Introduction to Punch Pubs 
 

Punch operates a varied pub estate of circa 1,300 leased, tenanted and management 
partnership community pubs with independent tenants and lessees on a range of pub 
agreements.  At the heart of our business is a genuine shared interest in sustainable 
success in order to maximise potential for our pub businesses, our publicans operating the 
pubs and the consumers using the pubs.  Established in 1997, we became one of the 
largest pub companies in the UK and have played a pivotal part in the evolution of the tied 
pub industry.  In 2017 the Punch business was acquired by Patron Capital and May Capital; 
this was coupled with the sale of 1,900 pubs to Heineken UK.   
 

With a tied pub estate of more than 500 pubs within England & Wales, Punch is a regulated 
Pub Owning Business (POB) by the passing of the Small Business Enterprise & 
Employment Act 2015 and the subsequent introduction of The Pubs Code etc Regulations 
2016 (the Code) and The Pubs Code Adjudicator (PCA).  With over 14,000 tied pubs in the 
UK we believe the benefits of the tied pub model, and the lower cost and lower risk entry 
point into the industry, help to create and maintain a very sustainable pub sector in the UK 
today.  By operating a tied business model, we contribute to the success of pubs which are 
famous throughout the world. 
 

 We continually look for mutually beneficial investment opportunities with our tied pub 
tenants (TPTs) to realise each pubs true potential creating pubs that are central to 
the communities they serve. Under the ownership of Patron Capital and May Capital, 
prior to COVID-19, we had commenced significant plans to invest over £80 million 
developing our tied pubs across a three-year period. The proposed Bill in Scotland 
has however, resulted in reconsideration of this within our Scottish estate.  

 We invest heavily in our TPTs development. We have recently invested circa 
£750,000 in building and launching our development kitchen and state-of-the-art 
training academy which includes a fully operational training cellar, two fully 
operational bars, as well as coffee and ancillary merchandising facilities. 
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 We deliver our market-leading training and Punch Progress training package at the 
Academy.  We provide some of the sector‟s best induction training and continuing 
professional development. We have just launched a mobile-friendly training console 
and app with CPL Training. We have also been recognised with a National 
Innovation and Training Award (NITA) for our Art of the Possible Training 
programme. Since opening The Academy in our head office, we have welcomed 
over 1000 TPTs and their teams for training and more than 27,000 online e-learning 
modules and courses having been completed during the last year through the Punch 
console. All of this ensures that our publicans can continually develop and grow their 
businesses through training. 
 

 We were the first pub company to launch an online ordering and information portal 
for our TPTs in 2011. We currently have more than 90% of our estate registered for 
online ordering via our award-winning Punch Buying Club which is on track to take 
its millionth order in 2020. Our portal also offers our TPTs access to food, non-
consumables, design and print service, websites and social media platforms and 
online accounting information. 

 

 We operate a mixed estate of leased, tenanted and management partnership 
businesses, enabling us to share learnings and best practice across all. We use this 
expertise to pass on to our TPTs with items like food menus and promotion 
campaigns. 

 

 We have successfully launched and continue to develop a range of innovative retail 
pub concepts, including our Champs Sports Bars, Mighty Locals and Our Local 
operations.  

 

 Our dedicated in-house food team use their expertise and our Academy 
Development Kitchen to develop innovative and on-trend menus that are relevant to 
the pub customers they serve and are perfectly suited to our various retail concepts. 
The tried and tested results are also available then offered to our leased and 
tenanted pubs with discounted food offers and fully prepared menu packages. 
 

 We provide a market-leading product range to our Publicans of circa 1,000 different 
products, including one of the broadest and most established cask beer ranges in 
the industry supplied from national brewers and a strong route to market for many 
regional family brewers.  Our drinks team work with a large number of spirits and 
craft beer companies to provide the most up to date products in a one stop shop to 
our TPTs. 
 

 Our marketing support remains unparalleled. Every week we e-shot out TPTs with 
promotions, deals, advice and provide a bimonthly magazine, available in both digital 
and print which shares industry insight that supports marketing activity for their pubs 
and provides legal and business advice and support as well as sharing Publican 
stories and best practice. 

 

 We recruit TPTs through publican events, open days, industry events such as Pub20 
and through various online channels and are seeing applicants increasing.  At the 
end of our last financial year we had received applications from 1,706 potential 
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tenants, an uplift of over 35% since the year The Code was introduced across 
England & Wales. 
 

 All of the above culminating in being voted the Best Leased and Tenanted Pub 
Company with over 500 sites at the Publican Awards 2020.  
 

All the above is provided as part of being on a tied agreement with Punch and is often 
referred to benefits known as SCORFA (non-tangible assets provided by a pub company or 
family brewer to a TPT in running a pub in partnership with them). 
 
With our experience outlined above, our existing Scottish estate and as one of the six 
qualifying pub companies operating under the Pubs Code in England and Wales, we 
believe we are ideally placed to provide comment on this consultation. 
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Committee’s call for evidence 

 
Executive Summary 

 

 It is our opinion that the tied model offers unparalleled levels of support 
between landlord and tenant as evidenced through Punch offering tied tenants 
a 75% rent concession for July 2020 in response to the recent pandemic. The 
Bill threatens the future of this model (see Question 2 &10) 
 

 It is our opinion that the Bill represents a wholly unnecessary and bureaucratic 
burden on the Scottish tied pub sector. This is set against a severe lack of 
supporting evidence with only a single dispute being raised in the tied sector, 
through the existing dispute resolution service, since 2016 (see Question 1 & 
2). 

 

 It is our opinion that the Scottish pub market operates as a diverse and stable 
market.  The circumstances supporting the Regulation across England and 
Wales, as well as the framework of the Landlord and Tenant Act 1954, are not 
present within the Scottish pub market (see Question 1 & 6). 

 

 It is our opinion that the Bill would have the unintended consequence of 
severely devaluing the tied market. This would be through reduced 
investment, a move towards managed style operation models and shorter 
agreements with limited reward for both landlord and tenant (see Question 3, 4 
& 7). 

 

 It is our opinion that the Bill would have the further unintended consequence 
of limiting the low-cost entry into the pub market for entrepreneurs or start up 
business, which would be to the detriment of the Scottish pub market and the 
consumer (see Question 2 & 10). 

 

 It is our opinion that the existing voluntary schemes and dispute resolution in 
place are more than sufficient to maintain the stability and ensure fair 
practices within the tied sector (see Question 5). 

 

 It is our opinion that the proposed Bill is founded on shallow consultation data 
and is contrary to the findings of the more in-depth research already 
conducted (see Question 10) 
 

 It is our opinion that the Bill will disadvantage small brewers and destabilise 
their access to the market (see Question 8). 

 

 It is our opinion that the proposed Bill to regulate less than 20% of the market 
is not an efficient use of Government resource given the lack of real symptoms 
being displayed within the market (see Question 6, 9 & 10). 
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Full Response to Call for Evidence 

 
Our response to the questions raised are as follows: 
 
1. What are your views on the Bill overall? Do you think that legislation in this area 

is necessary? 
 

We believe the Bill to be an unnecessary proposition for the Scottish pub market.  The Bill 
has the potential to severely impact investment into a vital start up business model across 
Scotland, the tied pub arrangement. 
 
We are yet to see any body of evidence to support the introduction of the Bill, something 
echoed in the independent study undertaken in 2016 commissioned by the Scottish 
Government in stating:  
 

"Until the UKG indicated it would legislate on the issue, no robust representations had 
been made to Scottish Ministers by anyone operating in the tied pub sector in Scotland, 
including taking any disputes to established dispute resolution schemes (such as the 
Pubs Independent Rent Review Scheme (PIRRS) and Pubs Independent Conciliation 
and Arbitration Service (PICA))." (Research on the Pub Sector in Scotland - Phase 1 
Scoping Study, 2016)1 
 

The report referenced above was specifically instigated to consider whether legislation on 
the operation of Pub Companies in Scotland should be introduced, yet the findings of such 
do not seem to have been considered when proposing the members Bill.   
 
It would appear that the proposal is looking to replicate a version of the legislation 
introduced in England and Wales despite the respective pub markets being significantly 
different in nature and need. The introduction of the Pubs Code in England and Wales 
followed extensive scrutiny via four Select Committee reviews highlighting issues within the 
20,000 strong tied market. Compare this to the lack of issues being highlighted in Scotland, 
supported by the Scoping Study referenced above, and the comparative size of the market 
being circa 750 pubs. 
 
It is our view that the proposal is looking to provide a treatment despite, even after thorough 
examination, there being no sign of symptoms. The side effects of which, through 
unintended consequences, would cause lasting irreparable damage to the Scottish pub 
industry. 
 
2. Do you think the Bill achieves its aim of improving the relationship between pub-

owning businesses and their tenants? 
 

No, we do not think that the Bill will improve the relationships between pub owning 
businesses and tenants. It is our strong belief that the Bill would ultimately be the catalyst 
for the ending of the tied landlord and tenant‟s relationship across Scotland, a vital start up 
model and low-cost entry into the pub industry. 

                                            
1 Research on the pub sector in Scotland phase 1: scoping study 
https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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The tied landlord and tenant relationship is focused on shared success as well as shared 
burden. This has been evidenced with Punch offering tied publicans a 75% rent concession 
during July 2020, as well as further concession up until November 2020, in response to the 
recent pandemic. In our opinion, no other pub operating model offers this level of support 
between landlord and tenant. 
 
It is also not our belief that the existing relationship is in any way poor, we enjoy successful 
partnerships with our tenanted estate across Scotland. These tied relationships are much 
stronger and more collaborative than any other business model we operate. It is a real 
model focused on a shared interest in sustainable success for both parties.   
 
The distinct lack of evidence supporting required improvements to the relationship is 
supported by the findings of the Scoping Study in stating: 
 

“The evidence collected did not suggest that one sector of the pub market in Scotland is 
being unfairly disadvantaged in relation to another.”  (Research on the Pub Sector in 
Scotland - Phase 1 Scoping Study, 2016)2 

 
Further support of the existing relationship is demonstrated by the sheer lack of dispute 
cases raised to the Pub Governing Body Scotland. The 3rd Annual Report published in 
November 2019 identifies no referrals to the dispute PICA-Service during the year3. In fact, 
only a single dispute case has been raised since 2016.  This does not, in our opinion, 
demonstrate a relationship requiring statutory intervention irrespective of the unintended 
consequences on investment as explored below. 
 
It is acknowledged that the pub industry can be a challenging industry to operate within and 
that the occasional dispute can arise, however, the vested interest of both parties generally 
leads to fast and effective mutual resolution. For those that cannot achieve this there is 
adequate dispute resolution services in place if required. 
 
3. Could the Bill have any impact on investment in the pub sector in Scotland? 
 
The Bill will undoubtedly have an impact on investment into the pub sector in Scotland as 
has been seen by the impact witnessed since the Bill being proposed. 
 
The Bill will create, and has already created, significant uncertainty around any potential 
return on investment into the Scottish tied pub industry. On average Punch invest over 
£1million each year into our Scottish pub estate, as a direct result of the Bill being proposed 
we paused a significant amount of this investment programme across our Scottish pub 
estate. The tied model allows pub owning businesses to invest into pubs with a return being 
partly achieved through increased tied beer sales. 
 
The proposal to allow tied tenants to move away from the tie, through Market Rent Only 
(MRO), creates uncertainty for a pub owning business planning to invest. This will inevitably 
lead to investment being focused on more secure operating models such as managed 

                                            
2 Research on the pub sector in Scotland phase 1: scoping study 
https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 
3 http://www.thepubgoverningbody.co.uk/3rd-annual-report/ 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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houses or in different markets within the UK. This is something that, prior to the Bill being 
proposed, the Scottish estate benefitted from compared to the regulated tied pubs within 
England and Wales. 
 
The Bill will also result in a changing make-up of the Scottish pub estate, with traditional 
leased and tenanted pubs being moved across to more secure operating models for 
investment. This will result in a lack of entrepreneurial pub opportunities in Scotland as well 
as devaluing whatever remains of the leased and tenanted estate.  Those pubs that do 
remain leased and tenanted will generally be let on shorter tenancy agreements with less 
investment incentive or opportunity for either party. An element of this has been witnessed 
in England and Wales since the introduction of the Pubs Code. Prior to its introduction in 
2016 the Punch estate had an average substantive agreement length of over 10 years, this 
has since reduced by circa 20%. 
 
In the absence of investment by Pub Owning Businesses, a tenant may look to source 
funding through brewery loans as has been seen within the UK. However, this is effectively 
replacing a tie with a tie, albeit with a product range limited to a single brewer. This will 
have a detrimental impact to the range on offer to the consumer. In addition, the 
relationship will not have the benefits under the existing voluntary Scottish Pubs Code or 
the mutually shared interest in sustainable success that a tied landlord and tenant 
relationship enjoys.  
 
Aside from investing in existing businesses, Punch had also began looking at acquisition 
opportunities across the UK.  Acquisitions within the pub sector are generally accompanied 
by significant transformational investment, often breathing new life into closed pubs or 
revitalizing those facing closure.  The proposal of the Bill directly led to this activity being 
paused in Scotland whilst the review is undertaken.  
 
Given recent events, investment into the Pub market will be even more of a key factor in 
determining the survival of traditional pubs. The introduction of the Bill will prevent this from 
taking place and in turn see many businesses suffer from the inability to invest securely into 
the future of a tied pub business. 

 
4. Should the Scottish Pubs Code apply to all pub owning businesses and tenants in 

Scotland? 
 

Based on the reasons outlined within this submission, we do not believe the Bill should be 
progressed in any form. The Bill is proposing to solve a problem of which there is no 
evidence of existing and has consequences which will inevitably lead to the end of the 
Scottish tied pub model. The Bill, whilst claiming to protect the relationship between tied 
tenants and their landlords in Scotland, will most likely result in the tied relationship being 
starved of investment, restricted from growth and withering on the vine.  The proposed Bill 
is not the method to protect the existing relationship, this is easily achievable through 
existing practices as is already being demonstrated.  

 
5. Do you have any comments on the role of the Adjudicator? 
 
Without prejudice to our opinion that the Bill should not be progressed in any form, the 
potential of an Adjudicator feels like a wholly unnecessary appointment.  The role would be 
to oversee 17% (circa 750 pubs) of the Scottish pub market where there is currently a lack 
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of disputes being raised. In comparison, within the England and Wales tied pub sector, 
circa 10,000 pubs fall under the statutory regulation of the Pubs Code etc. Regulations 
2016 and circa 3,200 pubs are still governed under the voluntary Code for Pub Owning 
Businesses of less than 500 tied pubs. 
 
Given the size of the tied market and extremely low levels of dispute, the role proposed to 
be covered by an Adjudicator can easily be, and already is being, achieved through existing 
bodies such as the Scottish Pub Governing Body and through the Voluntary Code4 without 
further expense to the industry. 
 
 The existing Code has already established a set of principles for Pub Owning 

Businesses to underpin the relationship as follows: 
 To abide by the terms of the Code and to act at all times in the spirit with which the 

Code has been compiled; 
 To act with integrity and honesty at all times and conduct business in a professional, 

fair and legal manner; 
 To be transparent about their terms of business and other dealings, particularly any 

charges made, or costs passed on and the way in which rent has been assessed;  
 To offer contracts that are fair, reasonable and comply with all legal requirements; 
 To deal with complaints in good time and fairly, in accordance with a clearly defined 

internal dispute mechanism and with access to independent dispute resolution, where 
appropriate, if such a mechanism fails to resolve the complaint. 

 
6. The Policy Memorandum states that the Bill aims to adapt the 2015 Act to Scottish 

circumstances and to avoid problems experienced in implementing the Act in 
England and Wales. Do you think the Bill meets these aims? 

 
No, our opinion is that the true effect of „adapting to Scottish circumstances‟ would be the 
clear recognition that the Bill is simply not required. Scottish circumstances, such as the 
size of the market, lack of disputes and existing protection, negate the need for further 
intervention at disproportionate cost. The 2015 Act also relies on interaction with the 
Landlord and Tenant Act 1954 within England and Wales, something not applicable to the 
Scottish market. 
 
The Policy Memorandum states that the 2015 Act was used as a starting point but that the 
Act was amended „where a different approach and/or outcome was desired or considered 
appropriate‟ (para 8).  However, there appears to be a lack of evidence to quantify or even 
identify the origins of this „desire‟ or of what is „considered appropriate‟.  The Policy 
Memorandum refers to the issues experienced in England and Wales regarding 
implementation of MRO, with an open-door access to MRO policy being adopted in an 
attempt to remove some of the complexities involved.  This approach will completely 
destabilise any tied relationship, with a sword of Damocles effectively hanging over any pub 
owning business throughout a relationship. A key factor attached to the event led MRO 
process in England and Wales is that it provides both landlord and tenants a clear element 
of stability for defined periods to allow relationships to develop and grow. The periodic 
stability allows parties the time to work through any disputes together on a fixed foundation. 
The unilateral ability to disrupt the relationship at any point in a relationship does not 

                                            
4 http://www.picaservice.com/wp-content/uploads/2016/11/Code-of-Practice-Scotland.pdf 

https://www.parliament.scot/S5_Bills/Tied%20Pubs%20(Scotland)%20Bill/SPBill62PMS052019.pdf
http://www.picaservice.com/wp-content/uploads/2016/11/Code-of-Practice-Scotland.pdf
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produce a healthy business relationship and will stifle any trust before it is even able to be 
forged.  
 
The Policy Memorandum also refers to an estimation of workload for the proposed 
Adjudicator.  As was seen within England and Wales, the Adjudicators office saw significant 
workload initially requiring considerable expansion of support staff, largely down to initial 
MRO related referrals. This drive for clarity around interpretation was set against a 
backdrop of event led MRO opportunities. When considering the potential of an open-door 
access to MRO for all tied pubs, the likelihood is that any Adjudicator will see a similar wave 
of initial cases (from both curiosity and desire for clarity). This likelihood, coupled with the 
substantially lower budget would likely see a significant lack of resource 
 
In addition, the desire to fast track the MRO process is fraught with danger. Both the 
process and the decisions involved are highly complex and hold significant unintended 
consequences for all parties. In our opinion this is not a process or decision that can be 
rushed by any party involved. The complexities of this area were recently highlighted in an 
independent study completed by European Economics regarding the Impact of the Pubs 
Code in England and Wales.5 
 
The Bill simply does not address the issues presented in the 2015 Act, it simply 
acknowledges them and asks the Scottish Government to address these via the drafting 
process. The Bill effectively sets out a wish list of features derived from the 2015 Act 
provisions but fails to either substantiate the need for these within „Scottish circumstances‟ 
nor identify any solutions to addressing the wider unintended consequences being 
witnessed across England & Wales.   

 
7. The Bill proposes that tied tenants have the option to apply to their pub owning 

business for a quote for a ‘Market rent only’ (MRO) contract. Do you agree with 
this proposal and how do you think it would work in practice? 
 

It must firstly be stated that the Scoping Study in 2016 clearly identified that neither beer 
prices nor property rent formed areas of dispute with the Scottish pub market. Stating: 
 

“Despite variations in beer prices or rent across pub types, these were not identified 
as areas of dispute” (Research on the Pub Sector in Scotland - Phase 1 Scoping 
Study, 2016)6 

 
The introduction of the ability for tied tenants to apply for MRO will undoubtedly lead to 
significant changes within the Scottish pub market. The risk presented to pub owning 
business in respect of returns on any investment will lead to a significant reduction of 
investment going into tied pubs. As highlighted above, this has already been seen through 
the immediate reaction to the proposal. A clear example of this was seen within our 
business with the pausing of a significant proportion of our investment programme across 
our Scottish estate.  
 

                                            
5 https://beerandpub.com/briefings/europeeconomics/ 
6 Research on the pub sector in Scotland phase 1: scoping study 
https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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The tied pub model has offered the low cost and start-up entry into the pub market for a 
long time, with entry costs often being quoted at only 10% of the costs of taking a freehold 
property. It was also seen through the Scoping Study that entry costs were one of the most 
important factors when taking on a pub, stating: 
 

“the Fully Tied model appeared to be more preferable to those with less experience 
in the sector, who saw the model as a „low risk, low cost‟ alternative. The cost of 
entry was estimated to be around 13 times lower for the Fully Tied model compared 
to a freehold purchase.”  (Research on the Pub Sector in Scotland - Phase 1 
Scoping Study, 2016)7 

 
Pub Owning Businesses will often look to invest into growing these businesses with the 
return on this investment being seen across both property rent and through increased beer 
sales. This vested interest and method of seeing a mutually beneficial return from a 
property owners capital expenditure is significantly put at risk by the introduction of MRO. 
 
As also identified above, the introduction of MRO will see a shift in the make-up of pub 
estates with the tied leased and tenanted estate effectively being devalued through 
changing operating models (switching traditional leased and tenanted pubs to managed 
operations) and becoming a significantly less attractive investment proposition by pub 
owning businesses. 
This shift can be seen by the respective movement in operating models witnessed in 
England and Wales since the introduction of the Pubs Code, with managed pub numbers 
being the only area showing growth since the introduction of the Regulations.8 
 

 
 
Within the Punch estate we have seen a shift from only 2.4% of our estate in England & 
Wales being managed style operations prior to the introduction of the Pubs Code in 2016 to 
currently being 19.5% of our estate as of 2020. 

 

It is our opinion that this shift will inevitably lead to the demise of the tied leased and 
tenanted model operating in Scotland, at an accelerated rate than that witnessed in 

                                            
7 Research on the pub sector in Scotland phase 1: scoping study 
https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 
8 CGA Data 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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England and Wales due to the blanket availability to access MRO.  In turn this will lead to 
significantly fewer opportunities for entrepreneurs or small to medium business owners 
entering the Scottish pub market and will stifle innovation. Aside from the lower cost entry 
into the market offered by the tied model, the commercial and financial support and 
assistance offered by pub owning businesses is often vital to assisting new entrants into the 
market in developing their skills and running a successful business. The Bill has the 
potential to significantly reduce these opportunities in Scotland. 
 
Neil Bibby highlights the lack of MRO option within the existing Voluntary Code as being a 
key flaw. However, it must be stressed that the Voluntary Code ensures that open market 
lettings are transparent about the opportunity being presented, including the impact of the 
tie, therefore allowing prospective tenants to shop around and assess all opportunities 
available to them across the pub market. In addition, when operating a tied agreement, any 
periodic review of the rent allows a tied tenant to pursue low cost dispute resolution to set 
the rent on the tied terms at an independently assessed level – via PIRRS.  This is set 
against a backdrop of a pub market where the proportion of free of tie opportunities is vastly 
higher at 64% of the market than those seen across England and Wales at 45% as 
demonstrated below.9 
 

 
Source: SBPA/BBPA data 

 
8. The Bill proposes that tenants should have the right to stock at least one guest 

beer at any time, irrespective of the terms of their contract. What impact would 
this have? 

 
It is our understanding that the intention of this provision is to promote local small brewers 
and provide an easy access to market through the guest beer lines available. However, the 
clear danger that this provision creates is that the door to market becomes open to any 
brewer within the market. Whilst intending to provide access to the local small brewers, the 
provision has the potential to force them to commercially compete with much larger 
competitors. Given respective scales and flexibility over pricing, this is an area where small 

                                            
9 Source: SBPA Data 
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brewers simply cannot compete. This could therefore potentially have the direct opposite 
effect to what we understand to be the intention. 
 
There already exists a successful scheme in preserving small brewers‟ access to market, 
as operated by Society of Independent Brewers Association‟s (SIBA) for tied pubs via their 
Beerflex scheme. In addition, the very nature of the tied model through shared interests in 
driving sales and consumer offer will always look to provide a range of products best suited 
to meeting the consumers demands. If such demand calls for more local sourced products, 
then it is inherently in the interest of all parties to develop this into the consumer offer for 
that business.   

 
In addition, research conducted by the SBPA found 
that on average, leased and tenanted pubs 
generally have a wider range of beers on offer than 
free house operators. 
 
The introduction of the guest beer provision across 
the board would open the door to larger brewers 
and significantly undermine schemes such as SIBA 
Beerflex. The result of this will reduce the 
opportunity for smaller brewers‟ routes to market 
rather than expand them. 

 
 

 
Source: SBPA data 
 

9. The Bill proposes that the office of Pub Code Adjudicator will be funded through a 
levy on pub-owning companies in scope of the code. The Financial 
Memorandum estimates that annual costs for pub-owning businesses will be 
around £6,000 to £86,700 depending on size. The Committee would welcome any 
views of these estimates (and the assumptions around the volume of work for the 
office of the Pub Code Adjudicator) and the funding model. 

 
We are strongly of the belief that the proposed Bill would create an unnecessary financial 
burden on Scottish Government at a time where Government spending should be focusing 
on areas of most need.  As outlined above, we do not believe there to be a body of 
sufficient, in-depth evidence that demonstrates a clear requirement for this costly proposed 
Government intervention. 
 
Our expectation is that the set-up costs will be similar in nature to those witnessed in 
England and Wales given the desire to replicate the 2015 Act within Scotland.  The costs 
across England and Wales were assessed at £540,000 and so we believe the assumed 
set-up costs for Scotland are vastly understated within the Financial Memorandum.  
 
Ultimately the impact of further cost burdens on the industry will eventually filter through to 
the end consumer.  It is also our strong belief that it is categorically not the time to be 
further burdening the pub market with additional costs and/or administrative obligations, 
especially off the back of a proposed Bill that is unfounded in need and unresponsive with 
solutions to the unintended consequences witnessed within England and Wales.  

https://www.parliament.scot/S5_Bills/Tied%20Pubs%20(Scotland)%20Bill/SPBill62FMS052020.pdf
https://www.parliament.scot/S5_Bills/Tied%20Pubs%20(Scotland)%20Bill/SPBill62FMS052020.pdf
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10. Do you have any other comments on the Bill? 
 
The Bill proposes three main principles as its fundamental aims in addressing the 
relationship between the circa 750 tied pubs in Scotland and the POB‟s: 
 
1. That there is fair and lawful dealing by pub owning businesses in relation to their tied 

pub tenants 
 
It is our opinion that the Voluntary Code and dispute mechanisms, via PICAS and 
PIRRS, already provide the framework for delivering this principle. It is also considered 
that there isn‟t sufficient evidence within the Scottish tied pub market that this principle 
needs further enforcement. This is evidenced by the lack of disputes being raised.  This 
is clearly distinguished from the position within the England and Wales tied pub market 
prior to statutory intervention being introduced and following four select committee 
enquiries. 
 

2. That tied pub tenants should not be worse off than they would be if they were not 
subject to any product or service tie 
 
The measure of a „no worse off‟ principle stretches to more than simply the property rent 
and cost of beer supply. The benefits referred to in the introduction above, known as 
SCORFA benefits, are also to be considered. The Scoping Study conducted indicated 
that “Fully and Partially tied outlets undervalued SCORFA and there was a lack of 
understanding regarding all the potential benefits available”10. This study suggests that 
tied tenants‟ perception of the benefits of the tie arrangement with their pub owning 
business may not reflect the reality, with the true value only being realised when viewed 
from the outside. This is supported by the respective value attached to SCORFA 
benefits by differing types of tenants within the Scottish pub market as set out below. 
 

                                            
10 Research on the pub sector in Scotland phase 1: scoping study 
https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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Source: Research on the pub sector in Scotland phase 1: scoping study 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/ 
 
The above shows a clear indication of the value attached to operating a tied relationship 
compared to operating an independent free trade pub. 
 
The same Scoping Study also found that a healthy balance existing within the Scottish 
pub market with no “one sector of the pub market in Scotland being unfairly 
disadvantaged in relation to another”. The proposed Bill has the potential to significantly 
disrupt this. The mechanism proposed to allow tied tenants to transition to free trade via 
MRO at any point will result in POB‟s moving away from the tied leased and tenancy 
model in favour of more secure managed style operating models.  This will result in less 
opportunities within the pub market for entrepreneurial operators or those looking for a 
low-cost entry to taking on a start-up pub business.  
 

3. That the tied agreements offer a fair share of risk and reward to both parties 
 

As outlined above, the Bill proposes a set of desired outcomes for the tied industry without 
actually substantiating the need or quantification of the proposals. The consultation 
undertaken by Mr Bibby seemingly lacks any depth or interrogation, instead adopting short 
multiple-choice questions. In our opinion this is largely founded on simple opinion rather 
than quantifiable or qualifiable evidence. This is in direct contrast to the scoping study 
referenced within this submission which involved in depth interviewing of seasoned pub 
tenants. 
 
The provisions proposed by the Bill will not result in a fair share of risk and reward. It is our 
opinion that the proposals will result in an undue ongoing risk to a pub owning business due 
to the open-door access to MRO as outlined above. The ability for the tenant to unilaterally 
end the tied relationship at any point effectively provides a significantly lower risk for a 
tenant compared to a pub owning business. The Bill will also stifle any opportunity for 

https://www.gov.scot/publications/research-pub-sector-scotland-phase-1-scoping-study/
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parties to grow the potential reward in the relationship due to the impact on investment 
outlined above and as already seen through the initial reaction within the industry since the 
Bill was first proposed. 
 
The Policy Memorandum document also refers to Neil Bibby‟s assertions that the industry 
has not seen any effective action being taken to address the challenges within the pub 
sector. This seemingly ignores the industry initiatives announced in February 2019, 
specifically focusing on the following four areas: 
 

1. Strengthening and promoting tenant rights through the creation of the voluntary 
Scottish Pubs Governing Body (under the auspices of the Pub Governing Body) 

2. Supporting Scottish Communities by putting pubs at the heart of them 
3. Offering tenants greater flexibility to sell local beers and ales 
4. Funding the research and publication of an annual independent State of the 

Nation report on the Scottish pub sector 
 
In addition, the Bill will undoubtedly create a significant burden on Scottish Government 
resources whilst looking to address perceived issues lacking in quantifiable supporting 
evidence.  This seemingly contradicts the supportive intentions outlined by all Government 
parties and the view that the main issue currently facing the industry being increasing 
financial and regulatory burdens. 
 
In addition, it is noted that in his letter to the Committee dated 4th May 202011, Neil Bibby 
makes reference to “the continued extraction of rent from pubs which are unable to trade, 
exposing the unfairness in the tied model and is an illustration of why reform of the tied pub 
sector is necessary”.  It must be stated that the issue of rent obligations during closure is 
not an issue solely impacting the tied pub sector. This issue, the result of COVID-19 
enforced closures, impacts all leased and tenanted businesses across Scotland in the 
retail, hospitality and leisure sectors. This was one of the main reasons respective 
Governments introduced the support Grants to prop up the business infrastructure during 
the period of closure.  
 
In fact, the reaction from pub owning businesses witnessed across the tied pub sector 
compared to the reaction from purely commercial pub landlords clearly demonstrates the 
collaborative nature of the tied relationship.  To highlight the issue of addressing rent 
obligations as an indication of issues within the tied pub sector is, in our opinion, 
disingenuous. Since the enforced closure of our pubs in Scotland we have offered a full 
deferral of all rent payments and associated charges. We have continued to have regular 
communication with our publicans to discuss bespoke financial and commercial support 
packages for their businesses. In addition, as we now enter the period for reopening, we 
have introduced a tapered rent relief package to allow our pubs to rebuild their trade, 
starting with 75% off their rent in July and tapering off until November.  This support is 
significantly higher than anything we have seen from our commercial landlords across the 
UK and demonstrates the closer working relationship and shared interest in sustainable 
success that the tied model creates. 
 

                                            
11 https://www.parliament.scot/S5_EconomyJobsFairWork/Inquiries/20200504_NB_To_EEFW.pdf 

https://www.parliament.scot/S5_EconomyJobsFairWork/Inquiries/20200504_NB_To_EEFW.pdf
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The supportive and collaborative nature of the leased and tenanted relationship also serves 
well to prevent increasing pub closures. With recent SBPA data highlighting that fewer pub 
closures occur in leased and tenanted relationships than in the free house sector.  
 

 
Source: SBPA data 

 
This evidences that a shared interest in supporting sustainable success creates a more 
robust and stable business model, an ethos epitomised by the tied pub sector. 
 
Punch will always welcome political interest in the pub sector where the genuine intention is 
aimed at improving trading conditions for our publicans.  However, we do not feel that the 
proposed Bill represents or provides this. The pub market is a difficult market in normal 
conditions, with conditions becoming increasingly difficult considering the recent pandemic. 
The introduction of further cost and regulatory burdens, as well as the potential unintended 
consequences of the Bill, provide a very real threat to a vital low-cost entry into an industry 
at the heart of many Scottish communities. 
 


