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About this document 
 

 
In February 2015, the BBC took a strategic decision to transform its  
in-house television production arm into a wholly-owned commercial subsidiary. The 
plan was granted in-principle support by the Government in its White Paper on the 
renewal of the BBC Charter, published in May 2016, which additionally proposed full 
competition for all BBC television content spend, with the exception of news and 
news-related current affairs and any exceptions on value for money grounds, by the 
end of the next Charter in 2027. 
 
Under the current regulatory framework, establishing any new BBC commercial 
service is subject to approval by the BBC Trust. We have a responsibility to ensure 
that proposals are in the best interests of licence fee payers and do not distort the 
market. 
 
The BBC is now seeking regulatory approval to establish BBC Studios (currently a 
division within BBC Public Service) as a wholly-owned commercial subsidiary of the 
BBC Group.  
 
Today we are launching an eight-week consultation on the proposals, as 
recommended by the Government in its White Paper. This document provides the 
background to the proposal and sets out the regulatory framework that we will use 
for our assessment, along with information on the consultation process and how to 
respond. The BBC’s submission (‘the main case’) is available on the BBC Trust 
website.    

 
  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/524863/DCMS_A_BBC_for_the_future_linked_rev1.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/bbc_studios/2016/bbc_submission.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/bbc_studios/2016/bbc_submission.pdf
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Background  
 
Introduction    
 
The BBC is seeking regulatory approval to establish BBC Studios (currently a division 
within BBC Public Service) as a wholly-owned commercial subsidiary of the BBC 
Group. If approved, the new subsidiary would produce programmes for the BBC and 
compete for business from other broadcasters across factual, drama, comedy and 
entertainment. News, news-related current affairs, sport and children’s programming 
would remain in the Public Service.  
 
In May, the Government published its White Paper ‘A BBC for the Future: A 
broadcaster of distinction’, which set out its recommendations for the next charter 
period. The White Paper granted in-principle support for BBC Studios to operate 
commercially subject to the following conditions: 
 

 The proposals meeting the appropriate regulatory tests and requirements 
 The adoption of full competition in content spend and the removal of the 

existing in-house guarantees (except for news and news-related current 
affairs) over the next charter period 

 Consultation with industry on the whole proposal 
 
The Trust is undertaking the regulatory assessment of the proposals for BBC Studios. 
We are also publishing more detailed information on the proposal than was available 
when we first consulted on the plans earlier this year. The full proposal also sets out 
how the BBC intends to implement the wider requirement to introduce full 
competition for all content spend (excepting news and news-related output or where 
there are exclusions on value for money grounds) over the next charter period. We 
are inviting comment on the BBC Studios proposals as part of an eight-week 
consultation (information on full competition is provided as context to the BBC 
Studios proposals and does not form part of the consultation).  
 
In the sections that follow, we set out our regulatory assessment procedure in more 
detail and provide information on how to respond to the consultation. 

  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/524863/DCMS_A_BBC_for_the_future_linked_rev1.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/524863/DCMS_A_BBC_for_the_future_linked_rev1.pdf
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The regulatory process  
 
Compliance with the four commercial criteria  
 

Under the current regulatory framework, any new commercial service proposal which 
raises matters of strategic significance for the BBC is subject to approval by the 
Trust.1 New commercial activity cannot be approved unless it meets the criteria for 
commercial services contained in the Agreement:2  
 

 It must fit with the BBC public purpose activities 

 It must exhibit commercial efficiency 

 It must not jeopardise the good reputation of the BBC or the value of its 
brand 

 It must comply with the BBC fair trading guidelines and in particular avoid 
distorting the market 
 

The Trust must therefore be satisfied that the proposal for BBC Studios meets all of 
the commercial criteria, as such it must:3 

 Fit with BBC public purpose activities 

There must be clear strategic alignment between the public services and the 
proposed activities of BBC Studios. These activities, both individually and collectively, 
must support the fulfilment of the public purposes. We will assess whether the 
proposed activities of BBC Studios both are appropriate to be carried on in 
association with the public purposes and are connected, otherwise than in merely 
financial terms, with the ways in which the BBC promotes its public purposes.  

 Exhibit commercial efficiency  

The Trust must be satisfied that BBC Studios is commercially viable and that the level 
of commercial risk and return is appropriate. BBC Studios should deliver a level of 
profitability and return on investment broadly in line with the level a market investor 
would expect based on UK production market norms. 

 Not jeopardise the good reputation of the BBC or value of its brand 

The BBC should ensure that it preserves its brand and reputation, both in the UK and 
overseas. BBC Studios will be subject to BBC branding and editorial guidelines and 
we will examine whether the BBC has set appropriate parameters for BBC Studios in 
this area.  

                                                 
1 Protocol 4C – Commercial Services 
2 BBC Agreement, Clause 69 
3 The Trust’s strategic framework for the BBC’s commercial services sets out in more detail the principles and 
requirements for regulating this area. 
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/commercial/commercial_framework/commercial_fram
ework.pdf  

http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/commercial/commercial_framework/commercial_framework.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/commercial/commercial_framework/commercial_framework.pdf
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 Comply with fair trading requirements and not distort the market  

The BBC must maintain appropriate separation between publicly funded BBC activity 
and its commercial services.4 This is necessary in order for the BBC to comply with 
state aid law. BBC Studios must also comply with the Trust's fair trading 
requirements and must not distort the market.5 The fair trading policy focuses in 
particular on ensuring that BBC commercial services do not gain any unfair 
advantage in the market as a consequence of their links to the BBC public service 
and so requires that there is effective separation of BBC Studios from the licence fee 
funded BBC public service (the public service). There are two different dimensions to 
this – financial separation and operational separation. 
 

Financial separation 
 
We consider the most effective way to ensure the necessary financial  
separation is through transparency around the pricing and terms of asset 
transfers and service charges. BBC Studios must not gain any unfair financial 
benefit from the BBC public service. All transactions with the BBC public 
service must be conducted at arm's length on commercial terms with 
reference wherever appropriate to market pricing. 
 
Where the BBC public service proposes to transfers assets to BBC Studios, 
others in the market must not be unfairly disadvantaged. The BBC public 
service must have in place the necessary systems and checks to ensure that 
BBC Studios will pay the market rate, benchmarked to market rates or 
otherwise tested. Similarly, where the BBC public service provides any 
services (such as property or HR) to BBC Studios it must ensure that they are 
charged at an appropriate rate.  
  
BBC Studios must operate as a separate company following the normal 
requirements in terms of preparing separate statutory accounts.  This is to 
ensure that any financial transactions that take place between the BBC public 
service and BBC Studios are properly recorded and subject to independent 
audit. 
 
Operational separation 
 
Operational separation must ensure that BBC Studios does not gain unfair 
advantage in the market as a consequence of its links to the BBC public 
service. However, this should not inhibit any strategic alignment between the 
BBC public service and BBC Studios that is considered necessary to maximise 
the benefit to licence fee payers.  
 
Operational separation is in part achieved through the requirement that BBC 
Studios operates as a separate company run by a board of directors with 
specific fiduciary responsibilities, which are distinct from the responsibilities of 
the BBC Executive Board. The BBC Studios board may include directors who 
hold posts in the BBC public service but there must be a reasonable balance 

                                                 
4 BBC Agreement, Clause 68 
5 BBC Agreement, Clause 69, http://www.bbc.co.uk/bbctrust/our_work/fair_trading_2016  

http://www.bbc.co.uk/bbctrust/our_work/fair_trading_2016
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between these directors and non-BBC directors. Careful consideration must 
also be given to any conflicts of interest that might arise. Other than at board 
level, staff should normally be clearly accountable either to the BBC Public 
Service or to BBC Studios.   

Future governance and regulatory arrangements  

As part of our assessment, we will examine the robustness of the proposed 
governance for BBC Studios. We will review plans for implementing controls, 
oversight and conflict management mechanisms to ensure that the actions of the 
BBC public service would not give BBC Studios an unfair advantage in the market.  
 
It is important to note, however, that the Government’s White Paper recommends 
significant changes to how the BBC is governed and regulated over the next charter 
period. This includes the creation of a new unitary board that will be fully responsible 
for the governance of the BBC and the appointment of Ofcom as its external 
independent regulator. While we would anticipate similar arrangements under the 
new Charter and Framework Agreement, the final form of these arrangements will be 
subject to the decisions of the Unitary Board and Ofcom. 
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The Consultation  
What are we inviting views on? 

The Executive’s proposal is structured around the criteria for commercial services (as 
set out above). Along with general comments on BBC Studios, the Trust is keen to 
seek industry views on whether the proposal meets three of these criteria:  
 

 It must fit with the BBC public purpose activities 
 It must not jeopardise the good reputation of the BBC or the value of its 

brand 

 It must comply with the BBC fair trading guidelines and in particular avoid 
distorting the market 

 
With regard to the criterion of commercial efficiency, the BBC has provided the Trust 
with a business plan and we will undertake a full analysis of this aspect of the 
proposal, with the assistance of independent economic advisers. We consider that 
the assessment of commercial efficiency is one for the Trust alone to make. 
Accordingly, we will not publish the business plan as it contains commercially 
confidential information, and its publication is not necessary to enable industry to 
understand and respond to the proposals to the extent that we are seeking 
comments.  
 
The proposal is available on the BBC Trust website. Along with general comments on 
BBC Studios, we will take due account of any evidence provided as part of our 
regulatory assessment. Please provide references to the particular pages or sections 
of the submission that you are considering as part of your response. Supporting 
information including relevant internal (non-published) material can be sent to us in 
confidence (see the confidentiality section below). 

Whose views are we seeking?  

While we welcome views from anyone with an interest in the subject, the 
consultation is aimed primarily at industry stakeholders, including independent 
production companies, representative trade bodies, Government bodies, other 
broadcasters and organisations representing the wider creative community and 
production workforce. 

 
How to respond to this consultation 

This consultation runs from 16 September 2016 to 11 November 2016. We will not 

be able to accept submissions after this deadline.  

If you would like to respond to this consultation, please email your response to 

BBCStudiosConsultation@bbc.co.uk or write to BBC Trust, 180 Great Portland Street, 

London W1W 5QZ. 

 
 
 

http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/bbc_studios/2016/bbc_submission.pdf
mailto:BBCStudiosConsultation@bbc.co.uk
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How we use your information 
 
How the BBC Trust will use your personal data 
The BBC complies with the Data Protection Act 1998. The BBC Trust will securely 
store any personal data you provide such as your name and contact details and use 
it only for the purposes of administering this consultation. You can find more 
information on the BBC’s privacy policy at http://www.bbc.co.uk/privacy  

 
Publication  
If you are responding as a member of the public, we will not publish your response 
and will treat your identity in confidence if you disclose it to us. We may refer to the 
contents in general terms, but any specific quotes used in the report will be 
anonymous.   
 
If you are responding on behalf of an organisation, please note that in the interests 
of transparency, the BBC Trust publishes the names of organisations that have 
responded, and usually publishes their responses in full when we reach our 
conclusions. Please include a confidentiality statement (see below), whether you 
make your response by post or email. We may still publish a summary of your 
response in general terms, without disclosing specific information that is confidential 
or linking it to your organisation. 

 
Freedom of Information 
The BBC is covered by the Freedom of Information Act 2000. If a request is made 
under the Act in relation to this consultation, the BBC may be required to disclose the 
information unless an exemption under the Act applies. For more information, see 
http://www.bbc.co.uk/foi  
 
  

http://www.bbc.co.uk/privacy
http://www.bbc.co.uk/foi
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Confidentiality statement 
 
If responding on behalf of an organisation, please include the following wording in 
your response. 
 
Name: 
 
Name of organisation:  
 
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. 
 
If you wish to keep some of all or your response confidential, please indicate this by 
including the relevant statement below, explaining briefly the reasons why and 
specifying sections if necessary.   
 
o I would prefer the BBC Trust to keep all of my organisation’s response 
confidential 
 
o I would prefer the BBC Trust to keep the following sections of my 
organisation’s response confidential  

 

 


