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1. Introduction and summary 

RBB Economics has been retained by the BBC Trust to provide an economic assessment of the 

compatibility with the EU State Aid rules of the BBC Executive’s proposed transfer pricing policy 

between the BBC and BBC Worldwide, in relation to the planned new BBC branded website for the 

sale of digital content (“BBC Store”).
1
 

Although the BBC Store will be a commercial service, it will rely on some products and services used 

by the BBC to perform its public service functions – notably the BBC iPlayer.  As a result, the Trust 

needs to be satisfied that any benefit that the BBC Store derives from BBC resources is properly 

reflected in the transfer price.  The Trust has accordingly sought independent economic advice from 

                                                      
 

1
 The scope of this assessment is limited to evaluating the compatibility of the transfer price in relation to the services provided to BBC 

Store only, and not to other products/services that may be provided by the BBC to BBC Worldwide (which we assume would be 

subject to existing transfer pricing policies).  Furthermore, we only considered the transfer price from the standpoint of State Aid, and 

have not assessed the compatibility of the transfer price rules with the BBC’s Charter and Agreement, or with any other relevant 

regulations.   
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RBB on this strand of its assessment.  Specifically, the Trust has requested economic advice on the 

following matters: 

 first, whether the underpinning methodology adopted by the Executive for determining the 

transfer price is reasonable; and 

 second, whether the transfer price properly identifies and correctly values all relevant cost 

items (although we note that our remit is not to provide a cost audit, but rather an opinion on 

the methodology used to identify and determine cost items included in the transfer price). 

This paper examines each of these issues in turn.   

In the context where the proposed commercial venture is likely to attract considerable attention, the 

risk of competitor scrutiny or regulatory interest in the terms of the agreements supporting the project 

is relatively high.  We have therefore sought to provide a cautious analysis of the potential risks 

associated with the proposed transfer pricing arrangements. 

With this in mind, we suggest that the principles underlying the State Aid prohibition imply that the 

transfer price arrangements should, as far as possible, account for all potential sources of selective 

advantage to the BBC Store arising from its association with the BBC public service and should 

charge the BBC Store on arm’s length terms for any benefits received so as to minim ise the risk of 

any distortion to competition arising from the BBC Store’s use of public service resources.   

In relation to determining the appropriate level of the transfer price, the guiding principle should be the 

Market Economy Investor Principle (MEIP).  In the current context, the MEIP can be implemented by 

considering the outcome of a hypothesised commercial negotiation between the BBC and BBC 

Worldwide, as if they were independent commercial entities.  While ultimately the outcome of this 

negotiation would be determined by the relative bargaining position of the BBC and BBC Store, it is 

an extremely complex task to predict the exact result of such a hypothesised negotiation, particularly 

since there is in the current context no obvious market benchmark (such as the price the public 

service charges rival firms for the product or service to be supplied to the BBC Store) which could be 

used to inform the likely MEIP-consistent price level.
2
  As a result, we consider that an approach that 

builds up the transfer price from the key costs of services to be provided by the BBC to BBC Store, 

plus an allowance for a return on capital, is likely to be the best available methodology for calculating 

the transfer price.  However, the MEIP principle is nevertheless a useful guide as to which costs 

should be included in the transfer price: on this basis, we would recommend that the transfer price 

takes into account not only those costs that are incremental to BBC Store (i.e. the costs that the BBC 

would not occur save for the services that it is providing to BBC Store) but also an allocation of the 

common costs incurred by the BBC public service for the services which are to be utilised by the BBC 

Store.   

                                                      
 

2
 This result is in part due to the fact that for many of the services the BBC will offer to the BBC Store, in practice, editorial and brand 

restrictions will restrict the extent to which these services would be available (or indeed attractive) to BBC Store’s competitors.   
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Using this framework for determining the transfer price we have reviewed and identified the potential 

sources of selective advantage to the BBC Store and assessed whether each of these has been fully 

addressed under the current transfer pricing proposals.   

 [ - REDACTED - ]
 3
 

 

 

 

 

 

 

The remainder of this note is structured as follows: 

 in section  2 we discuss the framework for our assessment of the reasonableness of the 

Executive’s proposed transfer pricing policy in light of the established State Aid principles; 

 in section 3 we provide a more specific commentary on what we consider to be the key 

regulatory risks associated with the current transfer pricing arrangements. 

2. Framework for assessing the transfer price  

2.1. Implications of State Aid control 

Ultimately, the most straightforward means of ensuring that the pricing of the BBC Store does not 

violate the State Aid prohibition is to determine a transfer price from the BBC to the BBC Store that 

can be shown to have a very limited effect on competition – most obviously on competition amongst 

different distributors and/or retailers of BBC content (such as iTunes, Netflix etc.).
4
  

Specifically, Article 107 of the Treaty prohibits any state-funded intervention which provides a 

selective advantage to specific companies or sectors, which may have the effect of distorting 

competition.
5
  In the current context, such a concern might arise if the price at which the BBC offers 

                                                      
 

3
 [ - REDACTED –  

 

                                                   ]. 

4
 We have not found it necessary, in the context of this assessment, to define precisely any affected relevant markets. 

5
 We note that while the funding of the BBC itself is generally regarded as State Aid, according to precedent, Article 106 provides for a 

derogation which allows for the state to fund the BBC’s public service activities.  However, this exemption does not extend to the 
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various products/services to the BBC Store is lower than might be available to alternative distributors 

in the market, which might confer an unfair advantage relative to its (equally efficient) rivals – and 

could in turn have a detrimental impact on competition in the markets in which it operates. 

Hence in light of the principles underlying the EC State Aid rules, we consider that the crucial strands 

to our assessment of the BBC Store transfer price are: 

 first, to develop a framework for identifying the potential sources of selective advantage to the 

BBC Store arising from the proposed arrangements for establishing the commercial venture 

(Section  2.2); and 

 second, where the BBC Store can be expected to benefit from a selective advantage, to 

devise a methodology for determining the appropriate transfer price (Section  2.3). 

2.2. Identifying the sources of selective advantage 

To conduct an assessment of the BBC’s proposed transfer pricing arrangements it is first necessary 

to identify all of the benefits which confer a selective advantage to the BBC Store, which would not be 

available (or would be available on worse terms) to BBC Worldwide’s competitors.   

We believe that there are four key considerations which are particularly relevant to determining 

whether the arrangements between the BBC and the BBC Store for the provision of goods and 

services confer a selective advantage to the BBC Store. 

 First, whether the BBC will make the same goods and services available to competing 

retailers. 

 Second, whether those goods and services will be made available to competitors on 

the same terms as to the BBC Store.  We understand that the expectation of the BBC Trust 

is that the products or services that are offered to other suppliers alongside the BBC Store will 

likely be the services that are offered free of charge; however should the BBC choose to enter 

into commercial arrangements with third parties also, the price of these products would be an 

obvious benchmark against which the transfer price might be judged, while charging 

competitors higher prices may be seen to confer a selective advantage on the BBC Store. 

 Third, whether for products/services offered by the BBC to third parties as well as to 

the BBC Store, (all of) the BBC Store’s competitors can avail of themselves of the BBC 

offer, or whether they are committed to an alternative service provider.  In this regard, 

our particular concern is that although incumbent suppliers may be offered the opportunity to 

make use of the services provided by the BBC to BBC Worldwide, they may be unable to do 

                                                                                                                                                                     
 

funding of the BBC’s commercial subsidiaries.  Rather, the BBC is obliged to conduct its commercial activities according to market 

conditions and to ensure that its commercial subsidiaries do not benefit from any state support.  See The EC’s Communication on the 

application of State aid rules to public service broadcasting (2009), paragraph 93 and the EC’s Memo on public service broadcasting 

and State Aid, available at http://europa.eu/rapid/press-release_MEMO-05-73_en.htm. 
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so having already committed to undertaking (higher) investments in comparable products and 

services.  These competitors may (reasonably) express a concern that – unless properly 

reflected in the transfer price – BBC Worldwide (and any competitors that could avail 

themselves of the BBC services as provided to BBC Store) would be benefitting by not having 

to undertake the same investments. 

 Fourth, whether the services that the BBC provides to the BBC Store but not its 

competitors are easily obtainable in the market from suppliers other than the BBC: if 

so, that might serve to mitigate against there being any selective advantage, even if the BBC 

did not offer these services to competitors. 

In light of these considerations we have set out a logical framework for identifying the sources of 

selective advantage in Figure 1 below:  

Figure 1:  Framework for assessing whether a selective advantage is conferred on the BBC Store 

 

This framework provides a means of categorising the candidate groups of products and services to be 

included in the transfer pricing scheme.  The terminal nodes of the framework provided in Figure 1 

identify four groups of products based on the criteria outlined above.  We discuss each of these 

groups in turn below.   

Group 1: This group encompasses the provision of services or products which cannot be obtained 

from alternative providers and are provided exclusively to the BBC Store.  It is possible that in the 

absence of a transfer pricing scheme the provision of products and services falling into this category 

may confer a selective advantage on the BBC Store, although the significance of the benefits 

obtained will depend on the degree to which the acquisition of the product or service in question by 

the BBC Store will increase consumer willingness to pay for the Store’s proposition.   

Is the BBC PS offering the same 
product/service offered to the BBC 
Store to competitors? 

Is the BBC PS offering the 
product/service on the same terms to 
competitors? 

Yes No 

Yes 

No 

Are existing competitors committed to 
the (higher) costs of developing 
comparable products/services? 

Can competitors purchase a 
comparable product/service (on equal 
terms) from a competing provider? 

Yes No Yes 

3 

No 

4 1 2 
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Group 2: This group encompasses the provision of services or products exclusively to the BBC Store.  

While these products and services will not be offered to competitors by the BBC they are however 

available to purchase from alternative providers (on comparable terms).  As a result, it is arguable that 

the provision of products and services falling into this category is unlikely to confer a selective 

advantage on the BBC Store, if it can be established that its competitors would have alternative, and 

as commercially viable, methods of access.  However, we have taken the conservative approach and 

have not categorised any services provided by the BBC to BBC Store in this category.   

Group 3: This group encompasses the provision of services or products which are offered to 

competing firms on equal terms and are likely to provide equal benefits to new entrants and 

incumbents.  In general, the provision of products and services falling into this category is unlikely to 

confer a selective advantage on the BBC Store.   

Group 4: This group encompasses the provision of service or products which are to be offered on 

equal terms to competitors but which competitors have already obtained from an alternative provider 

and made long term investments in.  It is arguable that in these cases the BBC Store (and other 

entrants) may gain a selective advantage resulting from the opportunity to acquire this product on 

better terms than those that would be attained by a competitor which was compelled to source the 

product from an alternative provider.  We note that were the iPlayer playout functionality to be offered 

to the BBC Store’s competitors, we consider that this service would likely be appropriately categorised 

in this group.  However, since the BBC has indicated that iPlayer playout functionality will be offered 

to the BBC Store on an exclusive basis we have not categorised any services provided by the BBC to 

the BBC Store in this category.   

2.3. Methodology for determining the level of the transfer price 

2.3.1. Pricing benchmarks based upon the MEIP 

Once any sources of selective advantage to the BBC Store are identified, it is then necessary to 

determine the level of the transfer price that would remove the risk of competitive distortion therefrom. 

Clearly, if the price charged by the BBC to the BBC Store for the provision of goods and services is 

the same as that which would be agreed in commercial transaction (that is, in the hypothetical 

scenario in which the BBC Store is entirely independent of the BBC) the risk of harm to competition 

will likely be minimised.  Accordingly, the guiding principle in relation to the level of the transfer price 

is the Market Economy Investor Principle (MEIP), which seeks to consider whether state funding to 

commercial entities is in line with how a private investor may be expected to operate, by offering 

funding on genuinely commercial terms.   

The MEIP asks us to consider the outcome of a hypothesised commercial negotiation between the 

BBC and BBC Worldwide, as if they were independent commercial entities.  However, bargaining 

theory can support a wide range of plausible outcomes of such a negotiation, from a situation where 
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the BBC is willing to accept any contribution to its costs, to the situation where the BBC is able to 

extract all of the surplus from BBC Worldwide (to reflect the price just below which the BBC 

Worldwide would not be able to purchase the service and remain profitable).
6
  In the current context, it 

is very difficult to determine where on the spectrum the arrangement may be reached, since both 

parties have a lot to gain from the transaction: 

 On the one hand the BBC public service has a strong incentive to reach an agreement with 

the BBC Store for two key reasons: 

– first, the BBC has incurred sizeable fixed costs in the provision of public services such 

as the iPlayer and therefore any contribution that the BBC Store is prepared to make 

towards these costs is likely to be preferable than the scenario in which no contribution 

is made at all;
7
 and 

– second, the BBC Store proposition is likely to contribute to the fulfilment of the BBC 

public service remit: to the extent that this contribution might be valued by the BBC this 

would likely be reflected in the price the BBC is willing to accept. 

 Equally, though we note that the BBC Store may be unable to purchase many of the products 

and services it intends to acquire from the BBC from an alternative provider and the 

alternative to it may be the cost of building its own capability to replicate what the BBC 

provides to it.  However (as a further complicating factor), it would also (as a purely 

commercial provider) likely not choose to do so on the scale (and/or to the quality standard) 

that the BBC has undertaken for its public purposes. 

Normally to abstract from the complexities associated with deriving the range of potential outcomes 

from pricing negotiations using economic theory, economists would seek to find a competitive 

benchmark against which to assess the chosen transfer price. 

The MEIP suggests two potential candidate benchmarks for the competitive price resulting from 

pricing negotiations between the BBC and BBC Store: 

 First, the price that the BBC would be prepared to accept from an independent third party for 

the provision of an identical service offered to the BBC Store (“price to competitors”); 

 Second, the price that BBC Worldwide (or an equally efficient competitor) could obtain for the 

same service on the open market (“market rate” approach). 

                                                      
 

6
 We note that we are not in a position to speculate as to the magnitude of the range of possible outcomes as we do not have access to 

information on the internal profitability of retailers of digital content and, furthermore, even if such evidence were available it would be 

difficult to draw any firm conclusions regarding the size of the surplus to be divided: low profit margins could indicate either that the 

surplus to be divided is small or that the retailer holds a weak bargaining position relative to suppliers.   
7
 These include both on-going running costs and development costs. 
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However, for most of the services provided by the BBC under the transfer price, the BBC is the sole 

supplier and the BBC Store the sole purchaser and thus such benchmarks simply do not exist.
8
  In 

light of these considerations it would appear necessary to revert to an alternative pricing benchmark.   

2.3.2. “Cost plus” transfer pricing 

A pricing approach that is used frequently in accounting and economic applications is to determine 

the transfer price with reference to the costs associated with producing the services supplied, with an 

appropriate mark-up (reflecting the opportunity cost of capital).  However, the exact method adopted 

will vary according to the types of costs which are included in the transfer price. 

[ - REDACTED - ] 

 

 

 

 

 

 

 

Following from the above, we consider that some allocation of the costs which are common to the 

public service and BBC Store output is necessary to attain a transfer price which is justified from a 

State Aid point of view. 

At the other extreme to incremental cost pricing is fully allocating any common costs of production 

(including both development and fixed costs) to the BBC Store.  The aim of doing so would be to 

emulate the costs the BBC Store would need to undertake to obtain a product or service of a similar 

market value to that offered by the BBC.  In the context of the provision of services such as iPlayer 

playout functionality to the BBC Store this “stand-alone cost” approach is likely to be the most 

palatable allocation to competitors such as iTunes which, making their purchases on the open market, 

have incurred considerable costs to develop their own playout functionality.   

However, in the context where there are considerable common costs associated with the services 

supplied by the BBC this approach does not appear to us to be reasonable.  For example, it does not 

seem to us to be sensible for the transfer price to the BBC Store for iPlayer playout functionality to 

include the standalone cost of developing the iPlayer as: 

                                                      
 

8
 This result is in part due to the fact that for many of the services the BBC will offer to the BBC Store, in practice, editorial and brand 

restrictions will restrict the extent to which these services would be available (or indeed attractive) to BBC Store’s competitors. 
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 First, the BBC Store would likely not invest in a product as developed as iPlayer if it were to 

source a service to meet its needs on the open market, i.e. the BBC Store would never 

choose to match the ubiquity of the platform that the BBC has chosen for its public service. 

 Second, the BBC Store has invested in its own playout functionality on top of which the use of 

the BBC’s offering simply provides an additional benefit in terms of the incremental reach 

obtained – i.e.  the services from the iPlayer may not be absolutely integral to the BBC Store 

offer (even though they clearly substantially improve its offering). 

 Third, it also does not appear to us appropriate to assume that the outcome of a bilateral 

negotiation (with no ‘outside option’ for the BBC) – were it purely commercial – would be so 

loaded in the BBC’s favour. 

Thus it appears to us that the stand alone cost method is unlikely to provide an accurate measure of 

the market price for the products and services the BBC Store is to acquire. 

We therefore consider that a reasonable approach to the transfer price will lie somewhere between 

these extremes – including a reasonable allocation for the common costs of production in addition to 

the incremental costs incurred by the BBC, and attributing a mark-up reflecting the opportunity cost of 

capital to these costs to reach an estimate of the appropriate market price – would be a sensible 

framework.  

Of course, this approach still leaves open the questions as to the appropriate mark-up rate, and the 

appropriate means by which to distribute the common costs of production.   

[ - REDACTED - ] 

 

In relation to the appropriate allocation of common costs, when allocating the fixed costs of running 

iPlayer one option might be to allocate these to the BBC Store according to the number of times the 

iPlayer is used to view BBC Store content while another might be to allocate these according to the 

number of BBC Store customers which use the iPlayer to view content.  In practice the appropriate 

allocation mechanism is likely to vary on a case by case basis – however it is our opinion that in 

general a sensible approach would be to focus on cost causation and base the allocation on whatever 

is the closest measure of the driver of the fixed costs in question.   

3. Risk assessment 

We have utilised the framework provided in section  2 to review and identify the key potential sources 

of selective advantage which we consider may not have been fully addressed under the current 

transfer pricing proposals.  [ - REDACTED -  
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                               ]  These are: (i) use of the BBC iPlayer playout functionality, (ii) use of the BBC 

brand, (iii) the inclusion of commercial linkages to the BBC Store on the BBC iPlayer website, and, (iv) 

the negotiation of secondary rights by the BBC public service on the BBC Store’s behalf. 

[ - REDACTED - ] 

 

 

3.1. Potential risk that the transfer price does not fully compensate the BBC 

public service for the use of the BBC iPlayer functionality 

3.1.1. Exclusion of the development costs of iPlayer from the transfer price 

We note that a potential risk in relation to the current transfer pricing arrangements is that the 

exclusion of the development costs incurred by the BBC to establish services that will also be used by 

the BBC Store may be found to convey a selective advantage on the BBC Store.  In particular, we 

note that the methodology adopted by the BBC excludes the common development costs of iPlayer.
9
  

[ - REDACTED –  

                                                                                                                              ].
10

 

Equally, however, we understand there are grounds for concluding that this line of reasoning provides 

an extremely limited basis on which to contest the BBC’s transfer price arrangements.  In particular: 

i. We understand that the BBC Store is currently developing its own playout functionality.  As a 

result, the BBC Store has, along with competitors, incurred substantial development costs for 

its playout functionality. 

ii. We note that since the BBC Store will attain its own playout functionality, the benefit it attains 

from the use of the BBC iPlayer service is limited to the additional reach it will obtain over and 

above its existing commercial footprint which is granted by the ubiquity of the iPlayer platform.   

iii. We consider that it would be extremely difficult to isolate the portion of the iPlayer 

development costs which are attributable to the presence which the iPlayer technology 

                                                      
 

9
 We note that the reason stated for this approach is that these development costs, and the costs competitors have incurred in 

developing their playout functionality, are sunk and therefore should not determine current market pricing levels.  However, we 

consider that current market prices will be affected by the sunk cost of development in so far as entry into the market is affected by the 

expectation that such costs must be incurred to operate in the market.   

10
 [ - REDACTED –  

                                                                                                  ] 
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currently holds, particularly given that the link between many of the historic development 

costs incurred to establish and advance the iPlayer technology and the functionality of iPlayer 

today is likely to be limited given that iPlayer is now in its 4
th
 generation. 

iv. In light of these considerations, we suggest that in the context of the hypothesised bilateral 

negotiation framework outlined in section  2 above, the BBC Store would be unlikely to accept 

a transfer price that included any substantial allocation of the development costs of iPlayer to 

the BBC Store. 

3.1.2. Exclusion of a subset of the costs associated with running iPlayer from the transfer 

price 

As outlined in section  2.3 above, we consider that the most appropriate and defensible valuation of 

the services supplied to the BBC Store is one which provides for an allocation of the common costs of 

production based on the BBC Store’s resource consumption.   

Accordingly, we consider that there is a potential concern that the allocation of the £[ - REDACTED - ] 

directly attributable costs of running the iPlayer does not capture the full range of BBC expenditure on 

the iPlayer which the BBC Store will benefit from.  Rather, we understand that there are a number of 

common costs included in the programmes-on-demand (POD) budget which cover resources which 

are utilised by the iPlayer service.   

However, we understand that the BBC is to update the methodology for determining the transfer price 

for the iPlayer playout functionality that the BBC Store is to benefit from to include an allocation of 

these common costs. 

3.2. Potential risk that the transfer price does not fully compensate the BBC 

public service for the use of the BBC brand 

A second key area of service offered by the BBC to BBC Store is its brand.  

We note that the Trust has previously expressed concerns regarding the methodology adopted for 

valuing the benefits the BBC Store will obtain from the use of the BBC brand.  Valuing these benefits 

(over and above those that relate to programming which will be obtained by BBC Worldwide as well 

as other distributors) is extremely difficult without detailed information on, for example, customer 

perceptions: we are therefore not in a position to comment on the appropriateness of the valuation of 

the brand contribution as [ - REDACTED - ]% of revenues.  [ - REDACTED - ].  
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[ - REDACTED - ]
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3.3. Potential risk that the BBC Store will gain a selective advantage from the 

inclusion of commercial linkages on the iPlayer website 

[ - REDACTED – 

 

 

                                 ]. However, we note that the scope for the BBC Store to gain a substantial 

advantage from the ordering of the commercial links is likely to be minimal, particularly in the context 

where the consumer is faced with only two links to choose from and in which the brand names of 

competitors are clearly stated (e.g.  iTunes, Netflix etc.).  Furthermore, we understand from Annex E 

to the BBC’s submission that the BBC is aware that the potential for unfair prominence arising from 

this set-up will need to be monitored and accordingly the BBC will review the situation on a regular 

basis.
12

   

                                                      
 

11
 [ - REDACTED –  

                                                                                            ]. 
12

 See Annex E: Assessment of BBC Store against BBC’s Fair Trading Guidelines on Separation, page 6. 
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3.4. Potential risk that the BBC Store will gain a selective advantage from the  

negotiation of secondary rights terms by the BBC public service on its 

behalf 

We finally identify a further potential risk is that the BBC Store / BBCW may be found to have gained 

a selective advantage in the process of sublicensing secondary rights resulting from its connection 

with the BBC public service which has not been included in the current proposals for the transfer 

price. 

We understand from Annex A to the BBC’s submission that as part of the new Terms of Trade 

framework for BBC public service commissioning the flow of secondary rights will take the form shown 

in Figure 2 below.  This figure illustrates that the secondary rights for content provided by independent 

producers will be licensed to the BBC’s commercial arm at the same time as primary rights are 

granted to the BBC public service. 

Figure 2:  Flow of secondary rights 

 

[ - REDACTED - ] 

 

 

 

 

 

 

 

 

Source: BBC Submission, Annex A: BBC Store Proposal, Figure 10, page 16. 

Consequently, we consider that in the absence of a transfer price arrangement there is a risk that the 

BBC Store could be found to receive an implicit subsidy in the price it attains for licencing rights for 

these titles for two reasons:  

 First, if licencing terms are commonly agreed [ - REDACTED -                                                                         

REDACTED] there may be an argument that an element of the (contracting) costs should also 

be apportioned to BBCW – i.e. the legal and contracting services that the BBC Public Service 

is effectively providing to BBC Store. 
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 Second, to the extent that the BBC Store gains a selective advantage from the strength of the 

BBC public service’s negotiating position it may be necessary to include this benefit in the 

transfer price. 

In relation to the first of these factors, we have not seen any data which would allow us to estimate 

the effect of this benefit, but we would not expect it to be substantial. 

As to the second consideration, we note that the existence of the BBC public service Terms of Trade 

framework may drastically limit the scope for the BBC to use its negotiating position as a 

commissioner of primary rights to extract favourable terms for secondary rights.  Rather, the Terms of 

Trade framework the BBC has agreed with independent producers effectively provides a (price) floor 

to the terms which the BBC can negotiate with independent production companies.   

Since the Term of Trade framework needed to be agreed with as broad a selection of independent 

producers as possible, given the BBC Store’s public mission to host as wide a range of content as 

feasible, this framework will likely represent the very best offer that the BBC was prepared to make 

and will thus provide a fairly stringent limit to the surplus the BBC public service can extract from 

independent producers on the BBC Store’s behalf.   
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A.1 Annex 1: Identification of key areas of potential risk 

Table 1: Analysis of whether a selective advantage is conferred to the BBC Store which is not accounted for in the transfer price (areas of potential risk highlighted in yellow) 

Product/Service 

Type 

Product/Service 

Description 

Is the BBC PS offering 

the same 

product/service offered 

to the BBC Store to 

competitors? 

Is the BBC PS offering 

the product/service on 

the same terms to 

competitors? 

Have existing competitors 

already incurred the (higher) 

costs of developing own 

comparable 

products/services? 

Can competitors 

purchase a comparable 

product/service (on 

equal terms) from a 

competing provider? 

Group Fully 

accounted 

for in the 

transfer 

price? 

Notes 

Content 

BBC Public Service 

content collation, 

management and 

delivery Y Y N N/A 3 N 

It is assumed that access will be 

provided to competitors on similar 

terms. 

Content 

BBC Public Service 

content (mezzanine 

level) storage Y Y  N N/A 3 N 

It is assumed that access will be 

provided to competitors on similar 

terms (although we note there is some 

uncertainty regarding the exact 

arrangements following the withdrawal 

of the DMI initiative).   

Playout iPlayer playout 

functionality N N/A Y N 1 N See section 3.1. 

Rights 

Acquisition Secondary rights – 

In-House Y Y N N/A 3 N 

It is assumed that access will be 

provided to competitors on similar 

terms. 

Rights 

Acquisition 

Secondary rights – 

Independent 

Producers N N/A N/A N 1 N See section 3.4. 
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Consumer 

Services 

Digital locker service 

– integration with 

iPlayer N N/A N/A N 1 Y 

It is assumed that any costs 

associated with integrating the digital 

locker with iPlayer will be included in 

the transfer price and that any 

additional benefits associated with this 

functionality will be included in the 

transfer price for playout. 

Consumer 

Services Authentication and 

identity N N/A Y N 1 Y 

The costs associated with BBC ID are 

included in the transfer price 

arrangements. 

Branding 
BBC Brand N N/A Y N 1 N See section 3.2. 

Marketing 
Link to iPlayer Y N N/A N 1 N See section 3.3. 

 

 


