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GMB Officer Briefing for GMB Pub Revolution Roadshow Meetings

How much money is in dispute?
On average, tied Pub Tenants are overcharged by Pubcos by at least £12,000 per annum according to the recent Office of Fair Trading (OFT) Report.

If the Tied Pub Tenants were able to add this £12,000 to their annual income it would go a long way to resolve the situation whereby, according to the House of Commons Business & Enterprise Committee (BEC) Report in summer 09, two thirds of Tied Tenants earn less than £15,000 a year.

Who are the Pubcos?
There are around 25,000 Pubs which are run by Tenants tied to the property company called “Pubcos”. There are seven major Pubcos, and these include: Admiral Taverns Ltd, Enterprise Inns, Fuller Smith & Turner, Greene King, Marston's, Punch Pub Company, S&N Pub Enterprises and Young’s. 
The Tenants are obliged to buy some or all drinks they sell in the Pubs, from the Pubcos at inflated prices. Tenants have to pay up to £60.00 more for an 11 gallon barrel of Lager, against what they could buy the same barrel for from a Wholesaler. This is mirrored across the whole of their purchases because of the tie.

What is Role of Big Brother Brulines?

The Pubcos contract a company called Brulines to install electronic equipment in the Pubs to measure the output of beer against supplies. A wireless signal is sent to a computer suite in Stockton-on-Tees every time a pint is pulled in a Pubco Pub anywhere in the UK. When, according to this monitoring system, there seems to be more beer pulled than bought, the Tenant can be fined anything up to £30,000 without the Pubco going to Court to establish a breach of contract. 

There are serious flaws with this Brulines kit. The measuring equipment can not differentiate between water cleaning the pipes and beer being pulled, which can throw up an imbalance of “sales” against purchase. It is now proven that the equipment is not calibrated, has not been approved by Weights and Measures Inspectors, and the wireless signals can vary per pint pulled.  Brulines is seen by Tenants as the ‘bully boy’ of the Pubcos. 
The fines that are imposed are often put on to the rent, so that Brulines would avoid being proved wrong in Court, Bailiffs are then sent in to collect what now would be rent arrears.

How did we get here?
During the 1980s, the then Tory Government wanted to liberalise the Pub Trade so they introduced legislation that limited any Brewery to owning no more than 2,000 Pubs, and that led to the birth of independent chains like Wetherspoons.
The unintended consequences that no one foresaw, was that the Breweries would spin off independent property companies to own their Pubs, with a “back to back” agreement that Property Company would continue to source products from the Brewery Company. So the Pub companies “as middlemen” acquired ownership of the chain of Pubs, with a requirement that each Pub run by a Tenant would in turn source all supplies from the Pubco, hence the term ‘Tied Tenant’. So we were back to square one.
The Private Equity Sector and the City soon realised that the Pubcos were sitting on a huge estate of valuable Pubs, with a steady stream of income from rents (dry rent), and the additional income for selling beer onto the Tenant from the Brewery (wet rents). They introduced “securitisation” whereby the Pubcos sold twenty billion pounds of debts to Bondholders, which was secured against the value of properties, and they were paid high rates of return on these Bonds from the guaranteed wet and dry rent income streams. The repayment of the debt and interest was then loaded onto the price of beer and supplies, making Tied Pubs uncompetitive, and the customer having to pay up to 80p per pint extra compared with Free Houses like Wetherspoons.
Rents
Dry Rents are often marginally cheaper for Tied Pubs than Free Houses, but are normally offset by other factors like the higher prices paid for supplies; the wet rents. The Office of Fair Trading found, in October 09, that dry rents were on average £12k less than Free Houses, but against that the Tied Pubs were paying £24k more for supplies of beer etc, thus leaving the Tied Tenant £12k per annum worse off.
No action by Competition Authorities

The Competition Authorities have looked at overcharging and other aspects of Tied Tenancies over 20 times in the last 25 years and have taken no action. The recent finding of OFT is typical. OFT concluded that the contractual issues that gave rise to this overcharging are matters to be dealt with in negotiations between Pubcos and Tied Tenants. The OFT position is that this is a trade dispute not a consumer matter. The House of Commons Report, referring to the above, concluded that there was a complete inequality of bargaining power between Pubcos and Tied Tenants.
How did GMB get involved?
Out of disgust and total frustration with the lack of action by the Competition Authorities, ad hoc groups of Tenants like Fair Pint and Revolution Group approached the GMB to assist them with this trade dispute. 
The GMB, through experience of representing the Hospitality Industry and leading on trade disputes, are well placed to take up the battle on behalf of Tied Tenants.

The only solution that arises from the circumstances that the Tied Tenants find themselves in is that Tied Tenants need to combine into a Democratic Trade Union and seek bargaining rights with Pubcos to remedy the overcharging.
The GMB is enabling this combination, and is offering Tied Tenants scope to organise into autonomous Local and Regional GMB Branches, that can deal with the matter in all its complexity. This will involve using all fronts to campaign for a decent deal, and does not rule out direct and other lawful action.

Adding the £12,000 to Pub Tenants’ annual income would go a long way to resolve the situation of two-thirds of Tenants earning less than £15,000 a year.  This £12,000 times 25,000 Tied Pubs amounts to a claim of £300 million per year on the main Pubcos.

The trade dispute is now the one that needs to be actively pursued. The GMB will require the Pubcos to make concessions. To settle this trade dispute the Pubcos need to hand back £300million out of the £1,500million profits that they are taking out of the industry. 

The GMB has written to 37,000 Publicans outlining the pressure on the industry through Pubcos, and encouraged all Tenants to join the Union with a view to engaging in a Trade Dispute on a collective basis, as opposed to each Tenant having to suffer in silence at the hands of the Pubcos.

Industrial Action – what form will it take?

The GMB has engaged in a series of roadshows around the country, meeting Pubco Tenants with a view to then having a ballot for industrial action. 
The form of industrial action proposed would be; 

1.
To switch off Brulines equipment. 

2. 
Arrange for Tenants to collectively buy out of tie.

3. 
Pass on up to 50% of savings to the customer (say around 25p a pint).

4. 
Embark on a massive publicity campaign to demonstrate how the Pubcos have been ripping off the Public.

Breach of Contract/ Immunity
Parliament has given Tied Tenants legal immunity in trades disputes when they are members of an Independent and Registered Trade Union. There is no doubt in our minds that Pub Tenants need to use this immunity to free themselves of the yoke of the Pubcos and their Agents like Brulines. GMB will need to take great care with the ballot to conform to legal requirements, and only those balloted will enjoy immunity.
Most forms of industrial action breaches the contract, no different from Industrial Action by the Postal Workers or employees in a Council or Hospital.

The difference here is that the proposed action will benefit the customer, the Tenant and the community.

If Tenants act together up and down the country as a united force then their action will draw the dispute to a swift and satisfactory conclusion.
ACTION CHECK LIST
1
Join GMB Pub Revolution Branch now at www.pubrevolution.co.uk or www.gmb.org.uk/join to get immunity in the event of industrial action. 
2 
Make your voice count with other GMB Pub Revolution Members on what form any industrial action should take and the timetable.

3 
Vote for lawful action in the GMB ballot.

4 
Demand cuts in wholesale prices of at least £12,000 from the Pubcos to each Tied Tenant annually. Also secure a resolution of all the myriad grievances that Tied Tenants have against Pubcos.

5 
Keep in touch with GMB Pub Revolution Branches.
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