
	

ITN	submission	to	BBC	Trust	consultation	on	the	assessment	of	BBC	Studios,	a	proposed	
commercial	service	

1.0	ITN	welcomes	the	BBC	Trust	public	consultation	and	is	grateful	for	the	opportunity	to	respond	to	
what	 will	 be	 an	 important	 examination	 of	 how	 BBC	 Studios	 will	 operate	 within	 the	 independent	
production	sector.	As	one	of	the	UK's	largest	independent	production	companies	we	have	a	number	
of	core	concerns	related	to	the	launch	of	BBC	Studios	and	its	potential	impact	upon	this	vital	sector.	
These	 relate	 in	 particular	 to	possible	market	 distortion,	 transparency	of	 transfer	 pricing	 and	 cross	
subsidy	of	a	new	commercial	entity.	We	seek	reassurance	that	this	will	be	a	level	playing	field	in	terms	
of	commissioning	at	the	BBC	and	also	that	pitches	by	BBC	Studios	for	commissions	in	the	open	market	
are	conducted	 fairly	and	 transparently.	 ITN	also	 seeks	 further	clarity	around	proposals	 to	open	up	
commissioning	for	children’s	and	sports	programming	which	will	not	be	included	in	Studios.	Finally,	as	
existing	programmes	are	put	up	for	tender	issues	around	transferral	of	existing	staff	under	TUPE	need	
to	be	clarified.	

1.1	Summary	of	key	points:	

• Complete	transparency	is	required	regarding	separation	of	BBC	Studios	from	the	BBC	to	
avoid	cross-subsidy	and	ensure	fair	pricing	

• It	is	unclear	why	sport	and	children’s	programming	should	not	be	included	as	part	of	these	
proposals,	and	why	these	genres	should	not	be	opened	up	to	the	independent	production	
market		

• We	seek	an	explanation	of	what	“non-news	current	affairs”	would	include	and	whether	this	
comes	under	BBC	Studios		

• A	recent	EY	report	has	shown	the	current	commercial	subsidies	(Worldwide,	Global	News	
Ltd	and	Studioworks)	have	operated	under	inconsistent	and	poorly	recorded	transfer	pricing	
deals	–	which	sets	a	worrying	precedent	for	a	future	BBC	Studios.	We	seek	further	
clarification	of	how	this	will	be	avoided	between	BBC	and	BBC	Studios	

• Finally,	we	seek	clarity	around	transferral	of	staff	under	TUPE	on	existing	BBC	productions	
that	are	now	up	for	tender		

1.2	About	ITN:	

ITN	 has	 diversified	 its	 business	 and	 broadened	 the	 range	 of	 our	 activities,	 into	 profit-generating	
commercial	enterprises	alongside	our	core	news	contracts	for	ITV,	Channel	4	and	Channel	5,	creating	
ITN	Productions,	the	creative	and	commercial	arm	of	ITN.	In	addition	to	broadcast	programming	we	
make	television	commercials,	branded	content,	corporate	filmmaking,	and	digital	and	broadcast	news,	
entertainment	and	sports	clips	and	programmes.	Our	broadcast	output	ranges	from	current	affairs	
programmes,	factual	entertainment	and	popular	factual	programmes	to	fast-turnaround	factual.	 In	
the	last	year	we	have	made	programmes	for	every	major	UK	channel,	including	a	successful	BBC	One	
daytime	 format	 Going	 Back	 Giving	 Back	 and	 a	 specialist	 factual	 programme	 The	 Great	 Butterfly	
Adventure	for	BBC	Four.	We	have	also	had	success	 internationally,	 including	a	recommission,	Killer	
Instinct	 with	 Chris	 Hansen,	 on	 Discovery	 ID	 and	 a	 sporting	 competition	 for	 US	 veterans,	 Triumph	
Games	broadcast	on	CBS	Sports.		As	a	supplier	to	the	BBC	we	are	interested	in	opportunities	as	part	of	
a	more	open	commissioning	process	but	are	also	alert	to	any	unintended	consequences	for	the	open	
market	that	might	arise	through	the	BBC	Studios.	

Our	response	below	follows	the	themes	set	out	by	the	consultation	overview	from	the	Trust.	

2.0	Does	BBC	Studios	proposal	fit	with	BBC	Public	Purposes:	



	

It	is	possible	for	the	BBC	Studios	proposal	to	fit	with	BBC	Public	Purposes	so	long	as	there	is	no	
adverse	impact	on	the	thriving	UK	independent	production	sector.		

The	Public	Purposes	include	commitments	to	stimulate	creativity	and	cultural	excellence,	to	
represent	the	UK,	its	nations	and	regions,	to	reflect	the	many	communities	that	exist	in	the	UK	and	
to	broaden	audiences’	cultural	experiences.	In	our	view,	the	most	effective	way	of	delivering	these	
aims	is	to	commission	content	from	a	broad	range	of	different	suppliers.		

If	a	consequence	of	the	BBC	Studios	proposal	is	either	a	contraction	of	the	independent	production	
sector,	or	a	reduction	in	the	number	of	independent	production	companies	commissioned	by	the	
BBC,	it	would	be	at	odds	with	the	BBC’s	delivery	of	the	Public	Purposes.	We	repeat	calls	for	
assurances	that	these	proposals	do	not	sacrifice	the	independent	community	to	provide	the	BBC	
with	a	more	commercially	sustainable	business.		

Furthermore,	we	question	whether	the	exclusion	of	certain	genres	from	the	proposals	is	the	right	
approach.	The	Public	Purposes	require	the	BBC	to	sustain	citizenship	and	civil	society,	which	it	does	
through	the	provision	of	high-quality	news,	current	affairs	and	factual	programming.	We	see	no	
reason	why	these	genres	should	not	also	be	opened	to	the	independent	production	sector.		

3.0	Does	BBC	Studios	proposal	jeapordise	the	good	reputation	of	the	BBC	or	the	value	of	its	brand:	

If	BBC	Studios	as	a	commercial	entity	was	found	to	be	using	public	money	to	fund	its	activities	and	to	
compete	unfairly	with	other	independent	entities	then	this	would	significantly	undermine	the	BBC's	
brand	as	a	public	service	broadcaster.	If	BBC	Studios	was	found	to	be	creating	content	that	was	not	
for	the	benefit	of	license	fee	payers,	this	could	be	detrimental	to	the	brand.	This	is	a	key	question	for	
ITN	which	supports	the	PSB	purpose	of	the	BBC.	

4.0	Does	BBC	Studios	comply	with	BBC	Fair	Trading	guidelines	and	avoid	distorting	the	market:	

ITN	 has	 significant	 concerns	 –	 mainly	 due	 to	 lack	 of	 information	 and	 transparency	 around	 the	
implementation	 of	 the	 BBC	 Studios	 proposal	 –	 particularly	 related	 to	 market	 distortion	 and	 fair	
trading.	These	are	detailed	in	full	below.	

The	proposed	commercialisation	of	BBC	Studios:	

4.1	 Under	 proposed	 plans	 to	 create	 a	 commercial	 BBC	 Studios,	 ITN	 Productions	 would	 compete	
directly	 with	 BBC	 Studios	 for	 television	 commissions	 both	 from	 the	 BBC	 and	 other	 national	 and	
international	broadcasters.	Any	commercialisation	of	BBC	TV	production	must	be	on	a	strictly	 level	
playing	field	so	as	not	to	imbalance	the	strong	commercial	media	sector	which	is	of	huge	creative	and	
commercial	benefit	to	the	UK.	

At	present	there	has	been	very	little	detail	demonstrating	how	BBC	Studios	will	be	an	independent	
commercial	entity.	ITN	requires	more	information	on	how	it	will	be	separated	from	the	BBC.	Complete	
transparency	around	this	transition	is	vital	before	the	industry	can	provide	any	truly	useful	feedback.		

The	Compete	and	Compare	strategy	for	BBC	Studios	would	replace	the	current	system	of	“managed	
competition”	using	commissioning	quotas.	As	such,	BBC	Studios	would	compete	on	the	open	market	
nationally	and	internationally	against	all	other	UK	production	companies.		

ITN	welcomes	the	proposal	of	an	open	market	and	the	opportunity	to	pitch	for	all	commissions	within	
the	BBC	–	however,	there	are	a	number	of	issues	that	this	strategy	does	not	address.	



	

4.2	Financial	separation	of	BBC	Studios	from	BBC	Public	Service:	

There	must	be	complete	transparency	around	pricing,	asset	transfers	and	service	charges	–	need	for	
commercial	terms	at	market	pricing.	This	can	be	broken	down	into	the	following	areas:	

4.3	Cross	subsidy	between	BBC	Public	Service	and	BBC	Studios:	

The	September	2015	BBC	Studios	proposal	document	states	that	it	will	be	“commercially	sustainable”	
and	as	a	private	 limited	company	it	will	be	subject	to	state	aid	and	competition	 law.	However,	the	
financial	separation	of	BBC	Studios	from	BBC	Public	Service	Group	is	far	from	clear.		

4.4	Infrastructure	(location)	

From	an	 infrastructure	perspective,	when	 talking	about	 the	 location	of	BBC	Studios	 the	 initial	BBC	
Studios	 proposal	 document	 stated	 it	 is	 “likely	 to	 build	 on	 existing	 in-house	 production	 centres	 of	
excellence	wherever	it	can”.	This	could	be	unfairly	beneficial	to	the	new	entity	for	several	reasons.		

Firstly,	 existing	 investments	 were	 made	 with	 the	 backing	 of	 the	 BBC:	 a	 well-funded	 and	 secure	
organisation	with	significant	buying	power.	It	is	possible	that	discounts	were	offered	that	would	not	
be	made	available	to	other	organisations.		

Secondly,	the	size,	longevity	and	security	of	BBC	funding	would	have	enabled	investment	in	facilities	
other	 production	 companies	 could	 not	 have	 justified.	 As	 such	 the	 range	 and/or	 specification	 of	
facilities	may	exceed	those	at	other	organisations.		

Finally,	it	is	currently	unclear	how	costs	associated	with	such	investment	would	be	transferred	to	the	
new	entity,	and	what	measures	would	be	put	in	place	to	ensure	such	transfer	was	managed	fairly.		

It	seems	likely,	therefore,	that	BBC	Studios	will	benefit	from	sharing	facilities	that	are	being	used	by	
other	elements	of	BBC	in-house	production.	Without	further	information	about	the	funding	platform	
for	BBC	Studios	it	is	not	evident	whether	the	licence	fee	payer	will	in	effect	be	subsidising	the	BBC	to	
make	content	for	commercial	gain.	

The	proposal	states	(p61)	that	BBC	Studios	“will	not	own	property,	studios	or	equipment	beyond	some	
very	limited	post-production	software	and	equipment	and	capture	assets.	The	initial	transfer	of	assets	
will	 also	 involve	 the	 transfer	 of	 significant	 liabilities.	 BBC	 Studios	 will	 have	 access	 to	 BBC	 Group	
facilities	and	assets	and	further	detail	on	how	this	access	will	be	fairly	priced	in	line	with	Fair	Trading	
principles	is	set	out	below.	The	BBC	will	not	however	be	maintaining	assets	within	the	Public	Service	
exclusively	for	the	use	of	BBC	Studios.”	

However,	there	is	very	little	information	in	the	proposal	which	gives	any	clue	as	to	how	this	would	be	
priced.	 The	 BBC	 Trust’s	 Review	 of	 Transfer	 Pricing	 Arrangements	 already	 found	 examples	 of	
inconsistency	 in	 terms	 of	 pricing	 across	 BBC	 departments.	 BBC	 Studios,	which	will	 be	 the	 biggest	
independent	production	company	in	the	UK,	is	surely	the	only	one	of	its	size	that	has	no	requirement	
to	invest	in	infrastructure	or	systems	–	relying	on	“renting”	from	the	public	service	group.	Without	full	
transparency	it	is	unclear	whether	internal	BBC	pricing	for	this	service	may	be	very	different	to	market	
prices.	

4.5	Nations	and	Regions	

The	proposal	document	says	it	is	not	confirmed	whether	programmes	“solely	for	local	audiences	in	
the	Nations	would	be	best	served	by	being	retained	 in	the	Public	Service	or	becoming	part	of	BBC	
Studios	as	well”.	This	raises	the	possibility	of	in-house	production	from	BBC	regions	being	exempt	from	



	

the	open	market	strategy	of	BBC	Studios	with	more	favourable	commissioning	and	production	terms.	
ITN	seeks	clarity	on	this	point.	

4.6	Brand	Licence	Agreement	

A	October	2016	EY	report	for	BBC	Trust	found	that	BBC	Global	News	Ltd	has	not	been	paying	a	royalty	
for	 the	 use	 of	 the	 BBC	 brand,	 until	 it	 was	 corrected	 very	 recently,	 under	 the	 existing	 licensing	
agreement.	 The	 BBC	 has	 since	 agreed	 to	 determine	 a	 new	 royalty	 rate	 by	 the	 end	 of	 the	 current	
financial	year.	The	BBC	brand	is	incredibly	powerful	and	BBC	Studios	should	pay	for	the	use	of	it.	We	
would	seek	reassurance	that	a	licensing	agreement	between	BBC	Studios	and	the	public	service	group	
is	 transparent	 and	 at	 market	 rate.	 EY	 themselves	 observed	 that	 "under	 normal	 commercial	
agreements	it	would	be	unusual	for	the	owner	of	a	piece	of	intellectual	property	to	allow	continued	
exploitation	by	a	third	party	in	return	for	no	payment	over	a	prolonged	period".	The	BBC	has	also	said	
it	 will	 review	 the	Worldwide	 brand	 licence	 to	 ensure	 consistency	 of	 approach	 across	 commercial	
subsidiaries.		

4.7	Benchmarking	BBC	Studios	production	costs:	

Any	cross	subsidy	of	BBC	Studios	production	by	the	BBC	would	enable	Studios	to	undercut	external	
production	 companies.	 It	 seems	 reasonable	 to	 expect	 that	 BBC	 Studios	 will	 benefit	 from	 BBC	
infrastructure	–	accommodation,	facilities,	centralised	staffing	resources	such	as	legal,	compliance	and	
human	resources	etc.	Contribution	towards	these	overheads	should	form	part	of	the	BBC	Studios	cost	
base	and	be	reflected	in	pricing	and	tariffs.	

There	is	also	the	question	of	how	to	benchmark	the	value/cost	of	BBC	Studios	productions	to	the	BBC	
in	terms	of	the	legacy	infrastructure	that	it	may	benefit	from.	This	means	that	by	definition	BBC	Studios	
is	not	competing	on	a	 level	playing	 field	with	other	competitors.	There	would	have	to	be	absolute	
transparency	in	terms	of	pricing	so	that	it	is	clear	to	the	industry	that	there	is	no	inbuilt	advantage	or	
subsidising	for	BBC	Studios	and	that	its	costs	are	benchmarked	with	the	rest	of	the	industry.		

The	BBC	states:	“Access	to	equipment,	facilities,	technology,	archived	materials	and	core	services	in	
the	public	service	for	BBC	Studios	will	be	governed	by	the	Fair	Trading	Guidelines	and	charged	under	
the	BBC’s	existing	transfer	pricing	methodology	as	set	out	in	those	guidelines.”	The	BBC	Trust	is	due	
to	 review	 transfer	 pricing	methodology	 this	 autumn	 so	 it	 is	 not	 clear	whether	 the	 existing	pricing	
methodology	is	relevant	to	use	as	a	benchmark.	

In	a	recent	EY	transfer	pricing	report	for	the	BBC	Trust	they	found	that	there	was	insufficient	regular	
contract	 review	 amongst	 its	 existing	 commercial	 subsidiaries	 –	 Global	 News,	 Worldwide	 and	
Studioworks	which	"might	create	the	risk	of	entrenching	behaviour	that	may	not	be	consistent	with	
market	practice".i	

4.8	BBC	Studios	programmes	for	the	BBC	

It	must	be	demonstrated	there	is	no	cost	difference	between	programmes	made	for	the	BBC	by	BBC	
Studios	and	the	cost	of	programmes	made	by	BBC	Studios	for	other	broadcasters	–	ie.	that	BBC	Studios	
provides	a	cheaper	commissioning	quote	for	BBC	programmes.	

ITN	 is	 keen	 to	 understand	 how	 the	 playing	 field	 can	 be	 equal	 when	 a	 BBC	 in-house	 production	
company	(albeit	commercial)	pitches	to	its	own	broadcaster	with	which	it	shares	 infrastructure,	kit	
and	software	–	to	which	it	is	separate	but	still	intrinsically	linked?		



	

ITN	would	also	be	interested	to	explore	the	benefits	to	both	the	sector	and	to	audiences	of	a	proposed	
cap	of	50	per	cent	for	the	amount	of	BBC	Studios	programming	provided	to	the	BBC.	This	would	ensure	
a	plurality	of	output	for	the	BBC	and	maintain	a	diverse	slate	for	audiences.		

4.9	Fair	pricing	for	programmes	

The	 BBC	 Studios	 proposal	 document	 suggests	 abiding	 by	 an	 existing	 BBC	 tariff	 system	 for	 pricing	
programmes	 to	 benchmark	 the	 costs	 of	 BBC	 Studios	 programmes.	 A	 public	 tariff	 system	
demonstrating	 the	 cost	 of	 the	 BBC’s	 own	 internal	 content	 would	 enable	 external	 production	
companies	to	understand	how	the	pricing	is	set.	Absolute	transparency	is	required	here	to	see	how	
the	BBC	prices	programmes	as	well	as	how	BBC	Studios	 intends	 to	charge	 for	 them.	However,	 the	
wording	around	this	in	the	Studios	proposal	is	about	“intention”	rather	than	obligation	and	suggests	
that	Commissioners	will	not	be	required	to	publish	tariff	ranges	if	they	choose	not	to.	

Since	BBC	Studios	has	not	been	implemented	at	this	point	the	only	other	separate	commercial	entity	
that	is	connected	to	the	BBC	is	Worldwide.	The	lack	of	transparency	and	poor	record	keeping	around	
transactions	and	transfer	pricing	between	the	BBC	and	Worldwide	demonstrates	the	risk	of	creating	
another	commercial	entity	that	has	inadequate	financial	safeguards	and	processes.	

A	recent	report	for	the	BBC	Trust	by	Ernst	&	Young	found	that	there	was	inadequate	record	keeping	
of	deals	and	inconsistency	of	pricing	between	BBC	Public	Service	Group	(BBCPSG)	and	BBC	WorldWide	
(BBCWW).	 This	 demonstrates	 the	 difficulty	 of	 maintaining	 transparency	 around	 commercial	
arrangements	between	a	commercial	arm	of	the	BBC	and	the	Public	Service	parent.	This	underlines	
the	 utmost	 importance	 of	 all	 financial	 transactions	 between	 both	 BBC	 Studios	 and	 BBCPSG	 being	
recorded	and	independently	audited	–	as	well	as	any	transactions	between	BBCS	and	BBCWW.	

In	the	executive	summary	of	the	Review	of	Transfer	Pricing	Arrangements	BBC	Trust	Report,	based	on	
the	findings	of	E&Y,	it	states:	"there	would	be	merit	in	improving	record	keeping	and	in	transfer	pricing	
activity	 being	 tracked	more	 systematically	 by	 the	 Fair	 Trading	 Team".	 It	went	 on	 to	 say	 "in	 some	
circumstances	 different	 approaches	 have	 been	 applied	 to	 similar	 transactions	without	 providing	 a	
clear	explanation	as	to	why	a	consistent	approach	has	not	been	used".		

The	review	also	stated:	"While	the	Fair	Trading	Guidelines	state	that,	under	the	cost-based	pricing	
approach,	 "an	 appropriate	 contribution	 for	 reinvestment	 in	 the	 BBC's	 Public	 Service	 Activities	 is	
required",	there	is	currently	very	little	guidance	as	to	what	level	this	"margin"	should	be."		

It	concluded:	"The	reasoning	behind	setting	the	rate	for	BBC	WW's	brand	payment	is	not	clear,	and	
there	is	a	theoretical	risk	that	some	forms	of	rights	deals	by	Worldwide	may	inhibit	the	transparency	
associated	with	the	pricing	of	individual	programmes."	

All	of	these	red	flags	in	the	report	show	that	there	is	precedent	for	an	ad	hoc	approach	to	financial	
practice,	record	keeping	and	accountability	already	between	the	BBC	and	its	commercial	arms.	We	
would	seek	reassurance	and	process	that	this	would	not	happen	with	a	new	BBC	Studios	–	with	all	
transfer	pricing	transactions	recorded	centrally.	

4.10	Discrepancies	and	different	 interpretation	of	Fair	Trading	guidelines	are	evident	 in	 the	way	
content	 is	 paid	 for	 between	 Global	 News	 Ltd	 (GNL)-commissioned	 content	 and	 BBC	 News	
commissioned	content,	as	well	as	co-commissioned	content	–	see	p18		

• a)	 	For	GNL-commissioned	content,	BBC	News	makes	a	payment	 to	GNL	via	a	discount	 for	
overheads	and	margin	based	on	the	secondary	value	BBC	News	derives	from	it.	 

• b)		For	BBC	News-commissioned	content	the	GNL	payment	is	set	at	incremental	cost.	 



	

• c)	 	 For	 the	 co-commissioned	programmes	analysed,	 it	 appears	 that	BBC	News	pays	all	 the	
overheads.	 

This	inconsistency	does	not	set	a	positive	precedent	for	commissioning	of	content	from	different	
sources	from	the	BBC	or	by	BBC	Studios.	

Likewise	re	WW	

• For	the	purchase	of	rights	by	BBC	Worldwide,	EY	note	(case	study	12)	that	some	payments	are	
for	 bundled	 rights,	 in	 order	 to	 secure	 access	 to	 content.	 However	 they	 believe	 that	 this	
practice	 could	 create	 negative	 competitive	 effects	 in	 the	market	 for	 this	 content,	 possibly	
pushing	prices	above	competitive	levels,	or	restricting	further	access.	EY	state	that	this	could	
become	a	particular	issue	if	this	type	of	strategy	becomes	more	prevalent.	 

	

4.11	 The	 EY	 report	 recommends	 the	 possibility	 of	 a	 regulator	 or	 the	 BBC	 to	 publish	 an	 annual	
monitoring	report	on	the	arm's	length	agreements	between	BBC	public	service	and	its	subsidiaries	
to	 review	 whether	 they	 are	 in	 line	 with	 the	 Fair	 Trading	 Guidelines.	 We	 would	 endorse	 this	
recommendation	and	for	it	to	include	BBC	Studios.	This	recommendation	has	not	been	accepted	by	
the	BBC	Trust	and	we	would	call	for	the	Trust	to	re-examine	this	option.		

	

5.0	Operational	separation	of	BBC	Studios	from	BBC	Public	Service	

The	BBC	Trust	allows	for	"strategic	alignment"	between	BBC	Studios	and	BBC	Public	Service	Group	
while	maintaining	operational	separation.	ITN	is	concerned	that	some	examples	of	this	"alignment"	
could	lead	to	bias	or	commercial	incentives	to	commission	in	a	specific	way.	

The	BBC	Studios	proposal	references	an	as-yet	unpublished	Commissioning	Framework	for	the	BBC	
which	will	 apply	 to	all	 suppliers	 including	BBC	Studios.	 ITN	 looks	 forward	 to	 seeing	 this	document	
which	will	be	key	in	terms	of	providing	guidance	for	how	the	entire	independent	production	market	
interacts	with	the	BBC.	There	should	also	be	a	full	and	public	audit	of	programmes	commissioned	by	
the	BBC	after	one	year	to	assess	what	proportion	of	programmes	have	been	commissioned	from	non-
BBC	production	companies.	This	assessment	should	be	conducted	on	an	ongoing	basis	–	and	published	
externally	–	 so	 that	 there	 is	 full	 transparency	of	 the	extent	 to	which	BBC	and	non-BBC	production	
companies	win	commissions.		

	

5.1	Relationship	between	BBC	Worldwide	and	BBC	Studios	

The	BBC	Studios	proposal	states:	

• The	success	of	BBC	Studios	is	critical	to	the	success	of	BBC	Worldwide.	BBC	Studios	will	have	
a	strategic	partnership	but	not	an	exclusive	relationship	with	BBC	Worldwide	(6.5.3	and	7.4.5)ii	 

There	is	a	question	over	whether	there	is	a	financial	incentive	for	the	BBC	to	commission	internally	
due	to	the	flow	of	funds	through	the	organisation.	At	present	funds	flow	from	BBC	Public	Service	to	
Commissioners	 to	 In-House/Studios	 to	WorldWide	 and	 finally	 back	 to	 BBC	 Public	 Service.	 Unless	
proper	 controls	 are	 introduced	 in	 the	 choice	 of	 distribution	 provider,	 it	 is	 likely	 BBC	 Studios	 will	
distribute	via	WorldWide	and	therefore	there	will	be	inherent	benefit	for	Commissioners	to	choose	



	

Studios	as	their	production	providers	(since	the	BBC	benefits	from	the	secondary	revenue	generated	
by	WorldWide).		

At	the	most	recent	Royal	Television	Society	Conference	in	September	2016	Director	General	Tony	Hall,	
director	of	strategy	and	digital	James	Purnell	and	BBC	Worldwide	Director	Tim	Davie	all	stressed	how	
vital	retaining	IP	is	for	the	long	term	health	of	the	BBC.	Indeed,	if	IP	is	fundamental	to	the	strength	of	
the	organisation	maintaining	the	flow	of	funds	within	the	organisation	would	be	the	obvious	way	of	
maximising	profit	and	stability	of	income.	

As	 an	 external	 production	 provider	 BBC	 Studios	 would	 be	 free	 to	 target	 commercial	 channels.	
Potential	 market	 impact	 includes	 disrupting	 the	 business	 ecology	 of	 independent	 production	
companies	 but	 also	 the	 third	 party	 distribution	 market	 if	 WorldWide	 plays	 a	 significant	 role	 in	
distributing	BBC	Studios	content.		

As	the	BBC	Proposal	states:	“When	BBC	Worldwide	generates	secondary	revenues	from	BBC	Studios’	
programmes,	 the	 BBC	 Group	 retains	 100%	 of	 the	 net	 profit,	 compared	 to	 typically	 15%	 where	
programmes	are	made	and	exploited	by	external	suppliers.”	(p21)	

“A	BBC	owned	in-house	production	arm	has	always	been	central	to	BBC	Worldwide’s	business	model,	
enabling	it	to	build	channels	and	brands	in	order	to	compete	globally	on	behalf	of	the	UK.	The	BBC	
sees	a	return	from	this	activity	both	directly	and	indirectly;	directly	through	dividends	and	indirectly	
through	investment	in	content,	which	is	then	seen	on-screen	by	licence	fee	payers.	This	commercial	
revenue	 stream	has	become	even	more	 important	given	 reductions	 in	 the	BBC’s	overall	 spending.	
Alongside	 this	 direct	 financial	 benefit,	 ownership	 of	 intellectual	 property	 has	 also	 built	 valuable	
commercial	assets	of	scale	that	are	owned	by	licence	fee	payers,	like	BBC	Worldwide	itself	–	a	£1bn	
turnover	media	business	and	the	largest	British-owned	international	distributor.”	

Indeed,	given	the	above,	it	seems	that	rather	than	being	“strategically	aligned”	BBC	Studios	and	BBC	
Worldwide	will	be	intrinsically	linked.		

5.2	Development	spend	for	BBC	Studios	

According	to	the	BBC	Studios	proposal,	“BBC	Public	Service	will	allocate	development	spend	between	
external	producers	and	BBC	Studios	on	a	fair	basis	appropriate	for	the	relevant	commission.	Beyond	
this	 BBC	 Studios	 will	 be	 expected	 to	 fund	 development	 on	 a	 commercial	 basis.”	 Further	 detail	 is	
required	 as	 to	 how	much	 development	 spend	 will	 be	 provided	 and	 its	 distribution,	 as	 this	 could	
unfairly	distort	the	market.	Providing	development	spend	from	the	Public	Services	budget	appears	to	
be	a	clear	example	of	the	cross	subsidy	that	the	BBC	claims	it	will	ensure	it	avoids.	

5.3	Production	margins	

As	a	not-for-profit	division	of	the	corporation,	BBC	in-house	productions	did	not	include	a	traditional	
production	fee	in	the	same	way	that	independent	producers	do.	

BBC	Studios	has	so-far	refused	to	comment	on	whether	it	will	factor	in	margins	into	its	tenders,	and	
this	ambiguity	has	caused	consternation	in	the	sector.	If	BBC	Studios	does	not	factor	in	production	
margins	it	will	make	it	impossible	for	other	non-BBC	production	companies	who	must	do	so	to	
compete	on	an	equal	footing.	Clarity	is	required	on	how	these	margins	will	be	implemented	to	
ensure	a	level	playing	field.	

5.4	Children's,	Sport	and	non-news	Current	Affairs	programming	



	

The	government’s	white	paper	specifically	recommended	that	children’s,	sport	and	non-news	current	
affairs	programming	should	no	longer	be	ring-fenced	and	be	opened	up	fully	to	the	market.	There	is	
no	mention	of	this	requirement	in	the	BBC	Charter	published	this	autumn.	

The	BBC	Studios	submission	to	the	BBC	Trust	from	August	2016	states	that	the	"in-house	guarantee"	
for	children’s	and	sports	programming	will	be	opened	up	by	2019	in	order	“introduce	competition”.	
However,	 these	genres	will	not	be	part	of	BBC	Studios	and	 there	 is	no	 reference	 to	“100	per	cent	
competition”	as	there	is	regards	programmes	that	fall	into	BBC	Studios	programme	remit.		

The	proposal	states:		

“It	 is	 acknowledged	 that,	 whilst	 all	 areas	 of	 the	 BBC	 which	 commission	 content	 will	 work	 to	 the	
principles	set	out	in	this	[Commissioning]	Framework,	the	individual	processes	and	procedures	may	
vary	across	departments	dealing	with	Sport,	Children’s,	news-related	Current	Affairs	and	non-network	
commissioning,	 and	 any	 specific	 details	 for	 those	 areas	 will	 be	 provided	 separately	 on	 the	
Commissioning	website.”	(p12)	

There	are	several	issues	here:		

• Does	removal	of	the	in-house	guarantee	equate	to	100%	competition? 
• Why	are	children's	and	sport	programming	not	part	of	BBC	Studios	and	subject	to	a	separate	

commissioning	process? 
• Where	does	non-news	current	affairs,	as	specified	in	the	government	white	paper	and	in	the	

BBC	Studios	document,	reside	–	in	BBC	Studios	or	alongside	Children’s	and	Sport? 

The	consultation	did	not	specify	how	much	these	genres	(currently	ring-fenced)	would	be	opened	up	
under	 this	 plan	–	which	 is	 currently	outside	of	 the	BBC	Studios	 implementation	 strategy.	 Surely	 it	
would	make	sense	for	sports	and	children’s	to	be	subjected	to	the	same	rigour	and	process	as	all	other	
genres	being	opened	up	 for	100%	competition.	 	Keeping	sports	and	children’s	separate	makes	 the	
process	of	opening	up	this	commissioning	and	tendering	process	opaque	at	best.	

5.5	Meanwhile,	the	government	white	paper	recommends	that	“non-news	current	affairs”	be	opened	
to	 the	market.	 It	 is	not	clear	what	 is	meant	by	 this	definition	–	we	would	ask	 for	examples	of	 this	
programming	to	clarify	what	type	of	programmes	this	includes.		

It	 is	not	clear	whether	non-news	current	affairs	will	also	be	outside	of	BBC	Studios	and	kept	within	
BBC	in-house	production.	

The	proposal	states:	“The	BBC	Studios	proposal	will	not	result	in	any	significant	changes	to	the	BBC’s	
News	and	Current	Affairs	capabilities,	funding,	and	teams.”	(p37)	

If	that	is	the	case	then	is	the	assumption	that	all	current	affairs	will	reside	outside	of	BBC	Studios	–	
even	if	it	falls	into	this	“non-news”	category?	

	However,	 the	 BBC	 Studios	 proposal	 specifies	 that	 its	 remit	 would	 include	 "hard	 hitting	
documentaries"	 (p4).iii	 It's	 not	 clear	 how	 the	 BBC	 intends	 to	 divide	 non-news	 current	 affairs	 and	
documentaries.	There	is	also	no	mention	in	the	BBC	Studios	proposal	of	opening	up	non-news	current	
affairs	to	100%	competition	(even	outside	of	Studios)	as	there	is	with	children	and	sport	programming.	
ITN	seeks	clarity	on	this	point.		

Current	affairs	can	only	benefit	from	a	competitive	process	by	which	the	best	stories	and	the	most	
impactful	 journalism	 is	 provided	 to	 licence	 fee	 payers.	 This	 year	 ITN	 Productions’	 Dispatches	
programme,	Children	on	the	Frontline:	the	Escape,	won	a	string	of	national	and	international	awards.	



	

ITN	regularly	creates	award-winning	current	affairs	programming	 through	collaboration	with	other	
independent	production	companies	and	would	welcome	the	opportunity	to	collaborate	further	for	
current	affairs	programming	for	the	BBC.	This	year	a	Channel	4	News	investigation	into	Macedonia	
kidnap	gangs	won	an	RTS	Award.	It	was	made	in	collaboration	with	another	indie.	Meanwhile,	Escape	
from	ISIS,	a	Dispatches	programme	which	David	Cameron	referenced	in	a	speech	on	extremism	in	July	
2015	was	made	with	two	other	production	companies	–	 it	was	awarded	an	 International	Emmy	 in	
September	 this	 year.	 It	was	described	by	The	Spectator	 as	 ranking	with	 “footage	of	British	 troops	
liberating	Belsen”	in	terms	of	its	importance.	

The	 BBC	 includes	 “co-productions”	 in	 its	 list	 of	 potential	 funding	 arrangements	 (p43)	 in	 the	 BBC	
Studios	proposal	and	ITN	would	seek	further	information	as	to	how	these	collaborations	could	take	
place	–	particularly	in	areas	such	as	current	affairs	and	other	factual	programming.	

5.6	 ITN	Productions	 is	 increasingly	establishing	 itself	 in	 the	 sport	 space	with	a	 recent	deal	 to	 film,	
produce	and	edit	footage	for	all	Football	League	matches	for	the	next	three	years.	There	is	no	clear	
benefit	for	sports	production	for	the	BBC	to	take	a	protectionist	stance	towards	sports	programming	
–	and	indeed	sports	 infrastructure	and	technical	support.	 	 ITN	Productions	has	demonstrated	in	 its	
recent	 Football	 League	 deal	 that	 introducing	 a	 new	player	 to	 the	market	 leads	 to	 innovation	 and	
greater	efficiencies.	We	have	invested	substantially	in	our	technological	capabilities	which	has	enabled	
a	faster	edit	turnaround.	

While	ITN	calls	for	Sport	to	be	opened	up	to	the	commercial	market	our	experience	so	far	with	BBC	
Sports	commissioners	is	that	there	are	significant	boundaries	regarding	current	ad	hoc	commissioning	
processes	 in	 Sport.	 The	 Invitation	 to	 Tenders	 (ITTs)	 presented	 to	 ITN	have	all	 required	production	
companies	to	be	qualifying	independents	(ITN	is	40%	owned	by	ITV	and	does	not	qualify).	This	is	not	
subject	to	any	commissioning	quota	or	requirement	and	seems	unnecessary	given	the	BBC	is	hitting	
its	overall	qualifying	independent	quota.	To	the	extent	that	this	covers	live	sports	programming	such	
programmes	are	not	“quota	qualifying	programmes”.	We	would	call	for	sports	production	(filming	live	
sporting	events	and	editing)	as	well	as	producing	sports	programming	to	be	opened	up	as	part	of	the	
commissioning	process.		

Meanwhile,	ITN	Productions	looks	forward	to	seeing	the	Draft	Commissioning	Framework	which	will	
inform	all	 independent	production	 interaction	with	 the	BBC,	 including	BBC	 Studios.	We	hope	 that	
there	will	be	specific	reference	to	children’s,	sport	and	non-news	current	affairs	commissioning	within	
this	document	since	these	genres	are	not	being	approached	in	the	same	way	through	Studios.	

5.7	News-related	current	affairs	

ITN	 welcome	 the	 implementation	 of	 the	 arrangement	 agreed	 with	 PACT	 regarding	 news-related	
current	affairs	that	40	per	cent	of	hours	will	be	reserved	for	external	suppliers	and	a	further	20	per	
cent	open	to	competition.	However,	we	would	seek	clarity	regarding	what	is	defined	as	“news-related	
current	affairs”	vs	“non-news	related	current	affairs”.	

5.8	Need	for	an	independent	review	

The	BBC	Trust	has	been	tasked	with	“rigorously	examining”	arrangements	for	financial	and	operational	
separation	 between	 the	 BBC	 Public	 Service	 and	 BBC	 Studios	 and	 to	 impose	 safeguards	 where	
necessary	as	part	of	a	 regular	 “ex-post	 review”.	Clearly	 it	 is	now	down	to	Ofcom	to	scrutinise	any	
separation	of	 the	two	entities	as	part	of	any	 initial	oversight	of	separation	but	also	ongoing	yearly	
reviews	to	make	sure	that	there	is	no	“scope	creep”.	



	

The	BBC	proposal	states	(p17)	that	“The	BBC	will	publish	progress	in	its	commitment	to	competition	
on	 an	 annual	 basis.	 This	 will	 show	 how	much	 of	 the	 existing	 in-house	 guarantee	 has	 been	made	
available	to	competition.”	This	seems	the	correct	way	to	ensure	that	process	is	being	followed.	

We	agree	with	the	BBC	proposal	that	there	should	be	regular	reviews	by	the	BBC’s	regulator	Ofcom	
regarding	the	arrangements	for	securing	separation	between	BBC	Public	Service	and	BBC	Studios,	the	
pricing	and	terms	given	by	the	BBC	to	BBC	Studios	in	comparison	to	other	external	suppliers	and	the	
operation	of	the	commissioning	framework.	

6.0	Online	content	commissioning		

ITN	Productions	has	a	growing	online	content	strand	and	for	this	reason	ITN	is	paying	close	attention	
to	the	evolution	of	online	commissions	at	the	BBC	and	how	they	are	open	to	the	independent	market.	
At	present	it	is	unclear	whether	online	content	for,	eg.	BBC3	would	be	covered	by	BBC	Studios	or	in-
house	production	and	also	whether	it	is	also	to	be	opened	up	under	the	new	compete	and	compare	
strategy.	

The	BBC	Studios	proposal	states:		

“Like	any	modern	production	company	of	scale,	BBC	Studios	will	support	and	develop	digital	content	
for	the	BBC	and	third	parties.	New	online	video	and	digital	content	providers	in	the	market	are	rapidly	
increasing	 their	 budgets	 for	 original	 content,	 and	 BBC	 Studios	 will	 have	 some	 dedicated	 digital	
capability	to	test	new	ideas	and	talent,	and	explore	new	formats	such	as	virtual	reality,	and	interactive	
storytelling.”	(p36)	

The	latest	BBC	Studios	proposal	document	notes	“we	expect	BBC	Studios	to	grow	its	capability	in	this	
area	gradually	over	time	as	the	level	of	demand	increases	and	the	BBC	and	other	commissioners	move	
towards	a	digital	future”.	This	is	yet	another	area	where	BBC	Studios	could	compete	with	commercial	
content	producers	–	both	creating	content	 for	 the	BBC	and	 for	 third	parties	 -	 creating	unintended	
negative	market	impact.		Since	BBC3	is	now	operating	solely	as	an	online	channel	it	seems	compelling	
to	create	a	specific	commissioning	strategy	for	online	content	that	is	separate	to	programmes	that	are	
aired	on	television	–	or	to	make	clear	that	this	content	falls	under	the	same	compete	and	compare	
strategy	of	100%	competition	for	commissions.		

ITN	calls	for	an	entirely	open	commissioning	strategy	for	online	content	–	in	line	with	that	of	broadcast	
content.	 This	 would	 go	 beyond	 the	 tentatively	 proposed	 60-70%	 of	 online	 spend	 being	 open	 for	
competition	by	the	end	of	the	next	Charter	period.	(This	does	not	include	what	might	be	described	as	
back-end	technical	services	such	as	creating	apps	and	websites	although	it	would	seem	fair	to	increase	
implement	a	cap	or	target	of	possibly	50%	for	commercial	producers	in	this	area).		

7.0	TUPE	

There	are	already	question	marks	over	TUPE	staff	transfers	as	the	first	BBC	shows	are	put	out	to	
tender.	Shows	like	Holby	City	that	make	around	50	episodes	per	year	mean	that	existing	BBC	Studios	
staff	are	likely	to	be	assigned	to	the	production	year-round.	This,	coupled	with	the	fact	that	the	BBC	
has	made	continuity	a	major	tenet	of	the	tender	criteria,	means	that	commercial	suppliers	are	likely	
to	be	liable	for	these	existing	employees.	

TUPE	legal	specialists	have	indicated	that	the	legislation	would	likely	apply	–	this	would	make	the	
tendering	process	untenable	for	the	majority	of	production	companies	who	could	not	absorb	that	
sort	of	cost	–	particularly	for	long	term	employees	who	may	have	final	salary	pensions	that	are	also	



	

passed	over	to	new	employers.	As	such,	producers	will	be	forced	to	offer	existing	staff	the	same	
employment	terms	and	conditions,	including	pay	and	benefits,	as	they	had	under	BBC	Productions.	

It	is	not	clear	whether	TUPE	will	apply	for	A	Question	Of	Sport	Contract	or	Songs	Of	Praise,	because	
continuity	is	less	central	to	the	tender	documents	for	those	shows.	Getting	clarity	over	how	and	
whether	BBC	staff	are	transferred	if	BBC	shows	become	external	commissions	is	one	of	the	key	
issues	when	commercial	production	companies	respond	to	tender.	It	is	disingenuous	of	the	BBC	to	
say	that	it	is	making	these	shows	available	to	the	market	if	the	conditions	attached	to	them	make	
the	prospect	economically	prohibitive.		

8.0	Core	recommendations:	

In	order	 that	 the	BBC	become	more	 transparent	and	accountable	 in	all	 its	dealings	 ITN	makes	 the	
following	core	recommendations:		

• That	every	proposed	new	BBC	service	–	such	as	BBC	Studios	-	should	be	subject	to	a	rigorous	
approvals	process,	including	a	market	impact	test	conducted	by	Ofcom 

• Removal	 of	 BBC	 broadcast	 commissioning	 quotas	 to	 create	 an	 open	 market	 –	 subject	 to	
clarification	about	how	BBC	Studios	will	compete	both	externally	and	internally	–	with	a	cap	
of	50%	of	BBC	programmes	by	the	BBC	to	ensure	plurality 

• Open	up	the	genres	of	Children’s,	Sport	and	Current	Affairs	within	the	BBC	enabling	non-BBC	
production	companies	to	compete	and	add	plurality	of	output	–		provide	further	clarity	around	
the	commissioning	processes	of	these	genres	 

• Publish	 an	 annual	monitoring	 report	 on	 the	 arm's	 length	 agreements	 between	BBC	public	
service	and	its	subsidiaries	(including	BBC	Studios)	to	review	whether	they	are	in	line	with	the	
Fair	Trading	Guidelines 

• Re-examine	online	commissioning	guidelines	and	in	light	of	increased	demand	for	online-only	
content 

• Provide	clarity	around	TUPE	laying	out	the	BBC’s	expectations	for	the	transferral	of	existing	
staff	for	programmes	put	out	to	tender 
	

9.0	Conclusion:	
	
ITN	is	a	strong	supporter	of	the	BBC	as	an	important	institution	as	well	as	a	key	player	in	the	British	
and	global	media	landscape.	However,	we	strongly	urge	the	BBC	Trust	to	make	sure	that	in	this	swiftly	
evolving	media	environment	that	the	BBC	is	not	permitted	to	expand	beyond	its	remit	and	distort	the	
commercial	production	market	to	the	detriment	of	commercial	businesses	in	this	sector.		
	
The	 ecology	 of	 the	 UK	 media	 landscape	 has	 created	 a	 flourishing	 industry	 and	 to	 disrupt	 it	 by	
subsidising	 commercial	 enterprises	 such	as	BBC	Studios,	 using	 licence	 fee	payers	money,	 is	 to	 the	
detriment	of	both	audiences	and	the	media	industry	–	an	industry	which	thrives	here	and	overseas.		
	
ITN	welcomes	the	BBC’s	proposal	to	open	up	commissioning	quotas	for	BBC	programming	under	the	
“compete	and	compare”	strategy.	However,	since	this	is	part	and	parcel	of	the	BBC	Studios	proposal	
we	require	far	more	transparency	from	the	BBC	in	terms	of	BBC	Studios	pricing	and	implementation	
plans	 to	 separate	 Studios	 financially	 from	 the	BBC	Public	 Service	without	 it	 benefiting	 from	cross-
subsidy.		
	
We	echo	the	recommendations	made	by	Ernst	&	Young	specific	to	BBC	Studios	implementation	
	



	

1. Document,	 articulate	 and	 communicate	 transfer	 pricing	 procedures	 and	 outcomes	 to	
stakeholders,	in	order	to	ensure	transparency	and	address	industry	concerns;		

2. Be	able	 to	demonstrate	 the	 reasoning	behind	particular	 individual	decisions	–	 for	example	
why	a	specific	value	has	been	used	in	setting	payments;		

3. Continue	 to	 place	 great	 importance	 to	 the	 benchmarking	 analysis	 and	when	 possible	 use	
tendering	process;	and		

4. Identify	trigger	points,	or	put	in	place	a	formal	review	process	for	long-term	contracts.		

The	BBC	has	 committed	 to	a	 group	 trading	manual	 for	April	 2017	 for	 clear	 and	 consistent	 trading	
principles.	This	should	provide	further	clarity	and	transparency	related	to	BBC	Studios	and	should	be	
made	publicly	available.	
	

i	
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/transfer_pricing/bbc_transfer_pricing_trust.p
df	p3	
ii	http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/bbc_studios/2016/bbc_submission.pdf	p9		
	
iii	http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/bbc_studios/2016/bbc_submission.pdf	p4	

																																																													


