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The Broadcasting Entertainment Cinematograph and Theatre Union has roughly 28,000 mem-
bers in the media and entertainment industries, with almost 5,000 of them working directly for,
or for contracted service providers to, the BBC. Our members work in a wide variety of roles in
production, technical, and support activities within the BBC, and we represent staff acrosss the
departments that would form BBC Studios Limited.

A large number of our members are freelancers, working for a variety of engagers including the
BBC, which is one of the largest single users of non-permanently employed workers in the
increasingly casualised film and TV production sector. This indicates the scale of production
activity the BBC conducts via its in-house programme-making departments.

The union has expressed many concerns over the creation of BBC Studios Limited as an incorpo-
rated, wholly-owned, BBC subsidiary since the proposal was first mooted. We worry that the
new company may struggle commercially, the breadth and depth of its programme-making may
be diminished, and that subsidiary status may simply be a prelude to privatisation of a signifi-
cant, publicly-owned and publicly-directed, UK producer, committed to serving the UK audience,
and not just chasing ratings and profits.

BECTU is also concerned about the impact of this initiative on the BBC staff who will be affected,
firstly by anticipatory job losses in advance of the expected drop in production levels, and
secondly by the predictable impact on terms, conditions, and employment, as a consequence of
early commercial difficulties the company will experience in a mature and tough market for
commissioned TV programming.

We accept that there are two possible outcomes: on one hand the fledgling company could
prove to be a commercial success, winning commissions both from the BBC and from other
broadcasters; on the other hand, BBC Studios could struggle with the challenge of adapting its
legacy culture to a new commercial environment, and the complexities of operating a profit-led
entity within the suffocating constraints of BBC fair trading policies and public accountability.

Both outcomes are bad for viewers, and the infrastructure of TV production in the UK: BBC
Studios as a roaring success would inevitably provoke accusations of unfair competition from
the commercial market,with calls for restraint; commercial failure would strengthen the argu-
ment of the BBC’s opponents that the Corporation is less nimble than its privatised competitors,
and the new company could be left to wither, gracefully but tragically, on the vine, leaving a
gaping hole in the UK’s cultural sector.

The history of the BBC’s previous sorties into profit-making subsidiaries suggests that the latter
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outcome, a slow demise, is more likely than the former, based on BECTU’s experience of three
large incorporations in recent years, one of which, now BBC StudioWorks, has literally been
decimated in size, while BBC Technology and BBC Broadcast have been privatised.

Our detailed comments are as follows:

Business setup

BBC Studios Limited will start life with practically no equity in the form of shareholders’ funds.
The only investment by the BBC in its new subsididary will be the value of the small inventory of
post-production software that is used by the departments which form the company, and is
officially described as “very limited”. The BBC acknowledges that “BBC Studios will be an asset-
light entity with very few fixed assets at launch”. One inevitable consequence of this is that the
company will need to raise significant debt to provide the substantial working capital it will need
to operate in a stand-alone commercial environment.

All of this debt will be provided at market rate by BBC Commercial Holdings Ltd, the BBC’s
principal vehicle for ownership of subsidiaries, with no clear indication of what exactly this rate
will be. A lender assessing the creditworthiness of a new untested company, with no assets, and
an order book which is already being canibalised by its only existing customer, might conclude
that its highly-geared call for debt funding merited a high risk premium when setting the inter-
est rate. It will be hard for BBC Commercial Holdings to avoid this logic when advancing a loan
to BBC Studios, putting a major debt burden onto the new subsidiary from its first day of trad-
ing, with an impact on its pricing strategy, given the need not only for a commercial profit
margin, but the servicing costs of its debt.

Operating inside the BBC

Previously-established BBC subsidiaries have had to struggle with a major impediment to com-
petition with other providers, in the form of the on-cost of running a for-profit entity inside the
Corporation. They have been compelled to make use of central BBC services ranging from IT, to
security, and professional services like payroll and HR, as well as occupying BBC premises at
rents based on internal calculation of costs, rather than the lower market rates for equivalent
space.

Executives of BBC subsidiaries have often complained about being prevented from negotiating
lower, and more realistic, prices for a wide range of business costs, either with the BBC, or with
more competitive independent providers. The have also faced the on-cost of installing proc-
esses and staff to act as “border guards” policing the relationship between subsidiaries and the
BBC to meet the requirement for demonstrable fair trading, genuine arm’s length operation,
and diligent observation of state aid rules.

Furthermore, the new company, in order to satisfy the many obligations incumbent on it as a
publicly-owned entity, will be obliged to make transfer payments to its owner in respect of its
use of the BBC brand. These will be set at a fair market price, which given the BBC’s positioning
as one of the world’s top-ten brands, is unlikely to be cheap.

All of the above represent costs that BBC Studios’ competitors do not have to bear, and the
company starts at a serious disadvantage.
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There will also be a financial disadvantage to the BBC, especially in its Nations and Regions,
where staff and resources are spread across activities that will fall under BBC Studios Ltd, and
those that remain in the BBC’s Public Service group.

This arrangement exists in order to achieve efficiencies by fully utilising resources, and as a
result staff can often find themselves working on multiple projects during the working day.

After separation, resources will either have to be allocated to BBC Studios or the BBC itself, with
a likely reduction in efficiency, or charging mechanisms will need to be introduced to ensure
appropriate transfer payments between the two, with an added adminstrative and bureaucratic
on-cost.

Intellectual property

All existing IP is intended to remain with the BBC’s public service group, while newly-created IP
in future projects, all done on a “work for hire” basis, will be vested in the BBC, but with the
Studios subsidiary granted an exclusive licence for secondary exploitation, presumably at a
market rate. As a non-qualifying independent producer, BBC Studios will not benefit from any
statutory ownership rights to the IP it creates.

While this arrangement is sensible from the BBC’s point of view, maintaining the integrity of its
valuable content archive,and ensuring a flow of rights payments from future productions, it is
not a promising model for BBC Studios.

It has correctly been acknowledged that future productions made by the company will need a
higher proportion of investment raised from third parties and foreign sales, than many BBC
productions currently have to raise. While these investors are traditionally used to dealing
directly with the principal rights holder, often with a distributor in the mix, the arrival of a
production company as an intermediary in the chain of title, rather than principal IP owner, may
cause commercial difficulties, not least the possibility that prices may be set by the BBC, rather
than BBC Studios, the party ostensibly negotiating the value of secondary rights.

Legacy culture

Processes established between the BBC and its programme-making departments for commis-
sioning of projects do not accurately reflect practice in the commercial sector. Commissions
from in-house producers typically require less investment than a commercial independent
would sink into costs like: research and development of a new project; securing on-screen talent
in advance; production of full-budget pilots; design and marketing of sell-through and merchan-
dising channels; and identification of third-party finance, often tied into exploitation of second-
ary rights.

In some cases BBC producers do some, or all, of these preparatory tasks in support of an in-
house programme pitch, but not to the level of sophistication, or cost, that is standard in the
commercial production sector.

This poses two legacy issues: firstly, awareness and experience of the commercial pitching
process will need to be rapidly built up if BBC Studios is to have any chance of securing commis-
sions in a competitive environment. Extra time and resource, which is not currently factored
into staffing arrangements, will need to be allowed for more sophisticated pitches to be pre-
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pared. Secondly, sufficient working capital will be needed to meet the considerable sunk cost of
commercially-viable programme pitches, which will stretch the finances of a company which, as
above, will start life living off debt. BBC Studios will also have to accommodate the reality that
some pitches are never successful, and the sunk cost of those will need to be written off.

If any genres within BBC Studios suffer the same loss of commissions as has occured with in-
house one-off dramas, there will be a reduction in diversity of supply, and competition.

Value for money

With an obligation to make respectable returns on its trading activity, it seems inevitable that
once a profit margin, and the increased on-costs of pitching, have been factored into pricing,
programming costs to the BBC will increase. This will not offer value for money.  Additionally,
the cost of failure with new projects will most likely push the company into a greater number of
sure-fire safe projects, and the need to seek third-party financing will introduce new editorial
pressures as investors try to influence the look and feel of programmes. The BBC’s commitment
to the UK licence-paying audience could be undermined by a growing focus on satisfying foreign
audiences as well.

By putting BBC Studios at arm’s length in the competitive UK production market, the BBC will
have surrendered its ability to use its significant in-house production capacity to prevent prices
in the open market rising unreasonably. BBC Studios would have no business interest in holding
down prices to assist the BBC as market rates rise. Licence payer value for money would suffer.

As a commercial entity BBC Studios is less likely to take risks, putting a wide range of niche and
experimental programming at risk. The company is likely to focus on programming with a broad
appeal rather than specialist content, limiting  breadth and diversity of output.

The BBC may see some genres drop below critical mass if they fail to win commissions, depriv-
ing the corporation of adequate in-house expertise in all genres.

Economies of scale may be lost, raising the price of the low-budget, archive-based, program-
ming currently made in-house at extremely low cost per hour, for example a significant propor-
tion of content on BBC4.

The current arrangements for funding of TV production offer the Licence Fee payer better value
than any paid-for or subscription services available in the UK. Thanks to economies of scale and
the financial ability to take risks, the BBC offers audiences a mix of world-class popular enter-
tainment, news coverage with depth and integrity, and specialist programming provided by few
other broadcasters, due in large part to its integrated in-house production capacity.

Over many years, cost-saving initiatives have cut the BBC’s production budgets to a point where
staff are working at spectacular levels of productivity, and using immense ingenuity, to get
programmes on air despite the paucity of cash, illustrating that in-house production, with
guaranteed levels of demand, is an effective model.

Training of the UK production workforce

In BECTU’s experience, the first casualty in newly-created BBC subsidiaries is in-house training.
In this case, both production and technical training could be reduced as the company inevitably

4



cuts costs. This will remove a large proportion of employer-sponsored training in the sector,
leaving many individual workers in a position where they have to fund their own training, as-
suming they can find suitable trainers and can afford the costs.

This undermines the BBC’s obligations, and stated objective, to train for the industry, and not
just itself. However, it is hard to see how a profit-led BBC Studios, already burdened with many
financial challenges, could afford, let alone justify, the cost of training industry workers beyond
the barest needs of the company itself. Public corporations can afford to be philanthropic in this
respect, but a limited company cannot.

The TV and film industries benefit greatly from the BBC’s long history of training staff who,
during their careers, will work for other employers, and this is just as true for production staff as
it is for the many thousands of ex-BBC technical and creative workers who are now freelancers
in the general industry.

The success of the independent sector is, in part, due to the experience many workers gain at
some point in their careers by working at the BBC in an environment where skills are nurtured.
A commercially-driven BBC Studios is less likely to offer these opportunities.

Few producers other than the BBC conduct any serious, large scale, training of workers in the
sector, and the predictable fall in production and other training currently offered by in-house
departments would be blow for the entire TV and film sector. This would come at a particularly
unfortunate time as the enormous increase in High-end TV production, thanks to tax relief,
coincides with the gradual reduction of an ageing workforce as they reach the end of their
working lives, and producers struggle to replace them.

Skills shortages in TV production are currently a major cause of concern, and the likely with-
drawal of a commercialised BBC production arm from training provision could undermine the
UK’s position as a world-class centre for production activity.

Employment levels,terms, and conditions

As a trade union committed to maintaining proper working practices and pay levels in the
industry, BECTU is concerned at the loss of permanent and fixed term contract posts that has
already occurred as the BBC slims down already overworked programme-making departments
in advance of TUPE-transferring staff to BBC Studios Limited. In doing so, it has shrunk one of
the last remaining large pools of stable employment in the sector. Assuming that production
activity in BBC Studios falls by only the 10% or so envisaged by the BBC, this implies that future
levels of temporary and precarious employment in the company will increase. It is not antici-
pated that the Studios subsidiary will replace, on a permanent basis, any of the secure jobs that
are being shed before the transfer occurs.

Terms and conditions will predictably come under pressure if the company struggles to com-
pete. Already, many production staff are working excessive hours on a regular basis, often on
pay rates that are, in real terms, lower than they were five or even ten years ago. In BECTU’s
experience of BBC subsidiaries after incorporation, it will be only a matter of time before BBC
Studios begins revising down terms and conditions to save costs, with one incidental conse-
quence of deterring staff with parental or caring responsibilities, or their own disabilities, from
working in the sector.
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One of the only antidotes to a trend towards extreme flexibily of working time in the production
sector is the existence of employers with a critical mass of jobs offering more controlled terms
and conditions. The BBC is one of those employers, but the commercial pressures on BBC Stu-
dios may cause it to join the industry rush to create a low-cost, long-hours, workforce, in contra-
diction of the BBC’s own commitment to diversity and work/life balance.

A London-centric tendency

There is a likelihood that BBC Studios’ production could become as London-centric as the exist-
ing independent production sector, where nine of the 10 largest producers are in the capital.
This will undo the BBC’s steady move towards commissions being more evenly spread across
the UK.

A competitive BBC production arm would find it impossible to ignore these geographic effects,
and had the command economy not been in force, it is hard to envisage how the growth of the
BBC’s production base in cities like Cardiff and the North-West would have occurred, had deci-
sions on distribution of projects and resources been in commercial hands.

FUNDAMENTAL CONTRADICTIONS

BBC Studios will find that many aspects of its operation are at odds with the BBC’s public
purposes, principles, and practices:

An obligation of commercial efficiency, and profit-production, will conflict with the need for
programme-makers to take risks in the interests of range and diversity, rather than backing
sure-fire hits.

The company’s presence as a commercial entity within the BBC’s structure will expose it to
many on-costs that competitors either don’t carry, or pay less for.

Public obligations like providing training for the whole industry and achieving employment
diversity, are at odds with the practical financial realities of the sector in which BBC Studios
will have to compete.

Fulfilling the public purposes incumbent on the BBC - including citizenship, education and
learning, stimulating the UK’s regions, and delivering new technology to the public - can only
be delivered by BBC Studios if it incurs costs that none of its competitors have to carry.
_______________________________________________________________________________
Name: Tony Lennon
Name of organisation:  Broadcasting Entertainment Cinematograph and Theatre Union

DECLARATION
I confirm that the information I have submitted is a formal consultation response. It  can be
published in full on the BBC Trust’s website, unless otherwise specified, and I  authorise the BBC
Trust to make use of the information in this response to meet its legal requirements. If I have
sent my response by email, the BBC can disregard any standard e-mail text about not disclosing
email contents and attachments
For further information about BECTU’s position on the creation of BBC Studios Ltd, please
contact Tony Lennon 020 7346 0900 tlennon@bectu.org.uk
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