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The BBC’s general principles for setting transfer prices 

The BBC Group, including the BBC Public Service and commercial subsidiaries, must always 

act in the best interests of the licence fee payer. Goods and service are provided within the BBC 

Group in the interests of efficiency and to maximise economies of scale. The BBC’s regulatory 

framework recognises these potential efficiencies and permits the BBC to share services across 

the group, within the principles Ofcom has set out for the supply of goods and services. 

The BBC has developed an approach for pricing in line with Ofcom’s requirements. This 

approach is based on the overarching principle that the BBC’s commercial subsidiaries should 

receive no unfair advantage as a result of their relationship with the BBC Public Service.  

Approach to setting prices 

For all goods or services provided by either the BBC Public Service or one of the BBC’s 

commercial subsidiaries the BBC seeks in the first instance to establish a market-based price. 

The BBC determines this by either: 

 Using the price the BBC pays to third parties who provide services to the BBC following 

a competitive tender process.  The BBC tenders for services like IT or HR.  

 Using the price the BBC has paid for obtaining wider services in the market. The BBC 

does not exist in isolation and competes with third parties to obtain services, outwith a 

formal competitive tender exercise. For example, if the BBC buys commercial property 

it has to compete in the wider property market and pay a ‘market’ price.  

Where it is not possible for the BBC to use a price directly determined in the market, or where 

the BBC wants to verify the accuracy of market prices it has paid previously, the BBC uses 

benchmarks to set a transfer price. This is based on: 

 The BBC’s regular internal benchmarking exercises known as ‘Compete or Compare’ 

where the BBC seeks to ensure it achieves value for money by using competition 

wherever possible, and external benchmarking where available to drive up standards 

and drive down costs. 

 Where the BBC benchmarks prices, benchmarking typically provides a range rather 

than a single point estimate. The BBC then compares its costs against this range, to 

determine how prices compare to an appropriate point, considering the scope of the 

service. This ensures the BBC can set a transfer price that is based on an appropriate 

market based benchmark.  

 In some instances the BBC benchmarks a price for a particular good or service; in others 

it benchmarks the component prices of the inputs that comprise that service. The BBC 

considers this is a robust and practical approach given the principles of benchmarking 

to determine market prices and the range of services provided between the BBC Public 

Service and the BBC’s commercial subsidiaries. 

 In the case of staff, the BBC Public Service and its commercial subsidiaries compete in 

the market to hire staff; the BBC therefore considers that these internal staff cost bases 

reflect the market price. The BBC also benchmarks its remuneration package to verify 

the accuracy of its pay and conditions and ensure they continue to be aligned with the 

market.  

Where it is not possible to either run a market process or use benchmarking to determine 

costs, then the BBC uses a cost based approach. The BBC determines this based on the costs of 

providing a service, including the costs that can be directly attributed to a good or service, and 
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relevant overheads. The BBC Public Service does not have a profit or market-based cost of 

capital so the BBC does not consider it appropriate to include profit or a return on capital 

charge within these costs.   

 

Approach to apportioning prices 

Once a price is established for each good or service traded between the BBC Public Service and 

a commercial subsidiary, the BBC then charges this transfer price based on the use of the good 

or service provided. For example, if a commercial subsidiary uses BBC Public Service IT 

services, the BBC determines the market price for this based on the terms of BBC’s contract 

with its third party provider, and then allocates this to the commercial subsidiary based on the 

level of service and extent to which the commercial subsidiary uses the service. Where 

possible the BBC tries to charge such third party costs directly back to the ultimate recipient so 

that the actual costs are charged, rather than allocate these at BBC group level. These 

principles are reflected in detailed Service Level Agreements (SLAs) and property licenses the 

BBC has put in place.  

A number of services involve people employed by the BBC Public Service doing work for a 

commercial subsidiary. This is either through people employed by the BBC Public Service who 

work solely with a commercial subsidiary, or people who occasionally work with the 

commercial subsidiary. In either case the BBC allocates the price based on the time spent 

working with the commercial subsidiary, as a percentage of the employee’s total time available 

under their contract of employment. The SLAs express this either in terms of full time 

equivalent (FTE) or time (e.g. hours).   

Consistency of our approach 

Where the BBC Public Service provides a good or service to both the BBC’s commercial 

subsidiaries and to third parties the BBC will use the same methodology and expect to charge 

the same prices, if the service is comparable. The BBC only expects to provide services to third 

parties that are not widely available in the market, for example use of BBC Archive services. 

The BBC does not expect, for example, to provide access to services like BBC HR outside the 

BBC Group. 

The BBC takes the same approach to transfer pricing between the BBC Public Service and all of 

the BBC’s commercial subsidiaries. The BBC also takes the same approach in setting transfer 

prices for services provided from its commercial subsidiaries to the BBC Public Service, except 

where the BBC is buying a service that constitutes the core commercial activity of the 

subsidiary (e.g. BBC Studioworks providing production facilities to the BBC Public Service).  

Where this occurs, the BBC’s commercial subsidiaries contract with the BBC Public Service on 

the same terms as they would with any third party in the market and these goods or services 

are charged at the market price.  

The Group Trading Manuals for each commercial subsidiary provide further details on our 

approach to transfer pricing for those entities.  

Ongoing assurance 

The Fair Trading Committee will implement a process for resolving any internal disputes 

about transfer pricing, and assist where appropriate with resolving any external complaints 
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about transfer pricing. As set out in the BBC’s complaints framework1 the BBC will do 

everything it reasonably can to resolve regulatory complaints within the BBC, including 

complaints about transfer pricing.  

The BBC will keep these arrangements under review. The BBC will conduct an annual external 

Fair Trading audit. This will provide ongoing assurance that the arrangements in place are 

robust and working as intended. 

The BBC will also continue to publish a new version of each commercial subsidiary’s Group 

Trading Manual each year. Where the BBC makes any material changes to the transfer pricing 

methodologies, either the general approach or details of the arrangements for each subsidiary, 

the BBC will publish details of the change(s) with an assessment of their potential impact.  

                                                

1
 https://ssl.bbc.co.uk/complaints/forms/assets/complaintsnew/resources/BBC_Complaints_Framework.pdf  

https://ssl.bbc.co.uk/complaints/forms/assets/complaintsnew/resources/BBC_Complaints_Framework.pdf

