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Executive summary 

 

Pact welcomes the BBC Trust’s framework to provide greater clarity and 

transparency around the BBC’s commercial services. 

 

In general, Pact considers this framework to be both appropriate and proportionate. 

 

However there are a few areas in which Pact urges the Trust to amend the draft 

framework in order to provide greater transparency to licence fee payers and others 

in the market about the financial and operational efficiency of BBC commercial 

services and their impact on the market. 

 

Firstly, we consider that it is important that the BBC Trust should formally approve all 

BBC commercial services prior to their launch. The length of the consultation period 

should be tailored to the potential market impact and risk of the proposed 

commercial service so as to avoid regulatory burden. However, we do not support 

the proposal in the draft framework that: “strategies and business plans deemed by 

the Executive Board to comply with all regulatory and legal requirements and to 

comply with the requirements set out in the strategic Framework set by the Trust are 

deemed to be approved by the Trust.” 

 

Next, Pact urges the Trust to include a requirement in the framework that all co-

developing, co-production, co-funding or first look deals between the BBC Executive 

and third party companies – whether wholly owned by the BBC or not - should be 

competitively tendered, according to European tendering rules. This is crucial to 

provide transparency and fair access for all to opportunities related to the publicly-

funded BBC. 

In order to enable licence fee payers to see that they are getting value for money 

from BBC commercial services, it is important that all revenues generated from these 

activities are transparent, and that it is made clear in the BBC Annual Report how the 

money sent back to BBC from its commercial activities are accounted for in terms of 

content production. 

In order to satisfy itself that the BBC's commercial activities are financially efficient, 

we urge the Trust to conduct regular benchmarking exercises between the BBC's 

activities and those of other similar companies in the market.   

We agree with the Trust's statement that the BBC commercial's subsidiaries do not 

need to be profitable every year. However, if they are not, then given the determinant 

to the licence fee payer who would be deprived of the possibility of a gain from the 

commercial service had it been profitable, we consider that it would be appropriate to 

introduce a requirement for the Board of the commercial subsidiary to be 

accountable to the Trust to provide an explanation on why it had not been profitable 
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that year. If the Trust was not satisfied with the explanation, there should be a clear 

process through which this could be addressed within a certain period of time, and if 

the BBC’s commercial subsidiary continued to make a loss then the BBC Executive 

should be required to cease its operations and seek other mean to procure the 

service/product concerned. 

Pact considers that the BBC must always pay the market rate for the content and 

services that it uses, and these should be benchmarked against comparable market 

rates. 

Pact calls on the BBC Trust to consider setting a limit for the maximum number of 

BBC Executive representatives who can sit on the Board of a BBC commercial 

service, or the Board of BBC Commercial Holdings.  

In our opinion, it is appropriate and proportionate that the BBC Trust approves the 

commercial strategy set by the Executive. This provides a greater level of 

transparency for others in the market who potentially could be affected by these 

activities. 

Pact understands the need to avoid regulatory burden and unnecessary delays, but 

we suggest a system of checks and balances whereby should someone wish to raise 

a concern about an aspect of the BBC's commercial activities, they would have the 

opportunity to do so within a certain time frame, after which the BBC Trust would 

asses the issue prior to approving the activity.   

Finally, Pact strongly welcomes the BBC Trust’s commitment to reviewing the 

Commercial Framework periodically, in the same way as for service licences.  The 

regular review of BBC service licences (at least every 5 years) provide an important 

opportunity for external companies to provide feedback and comments to the BBC 

Trust about the impact of BBC services in the market and we welcome the extension 

of this regulatory process to cover BBC commercial services.  
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Introduction 

 

1) Pact is the UK trade association representing and promoting the commercial 

interests of independent feature film, television, digital, children's and 

animation media companies. 

 

2) The UK independent television sector is one of the biggest in the world. 

Despite the difficult economic climate, independent television sector revenues 

have grown from £1.3 billion in 2005 to nearly £3.1 billion in 2013.1 

 
3) In 2013, the BBC spent £476 million on commissions from UK independent 

producers. This was a decrease from £507m in 20122. The BBC 

commissioned 36% of eligible television content from external producers3. 

 

4) Pact is a supporter of the licence fee and recognises the important role that 

the BBC plays in British broadcasting. 

 
5) Pact welcomes the Trust’s proposal to introduce a strategic framework for the 

BBC’s commercial services. Included in this response are some proposals of 

how it could be further strengthened in order to ensure that the BBC’s 

commercial services are transparent in the benefit which they deliver to 

licence fee payers and that processes are in place to ensure that the effect 

which these services have on the external market. 

 

6) For further information, please contact Pact’s Head of Policy, Emily Davidson, 

at emily@pact.co.uk or on 020 7380 8232. 

 

  

                                                 
1
 Pact Census Independent Production Sector Financial Census and Survey 2013, by Oliver & Ohlbaum 

Associates Ltd (July 2014) 
2
 Pact Census Independent Production Sector Financial Census and Survey 2013, by Oliver & Ohlbaum 

Associates Limited (July 2014) 
3
 BBC Annual Report 2013-14 

mailto:emily@pact.co.uk
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Consultation questions 

 

1. Whether the proposed framework represents an appropriate and 

proportionate approach to setting the level and nature of Trust oversight 

for the BBC’s commercial services 

 

1.1 Pact considers that it is appropriate that the BBC Trust has oversight of BBC 

commercial services, and that is has established a framework which provides 

greater transparency of how this is achieved.  

1.2 Given that BBC commercial services are established in order to generate a return 

on investment to licence fee payers, it is important that the way in which they 

operate is transparent, and that the management of these commercial services is 

accountable for its actions to the BBC’s regulatory body.  

1.3 Pact supports the BBC Trust’s proposal to simplify and clarify the way in which 

BBC commercial services are governed by establishing a clear framework set out 

in one document - rather than a series of different regulatory tools as is currently 

the case. 

1.4 Overall, we consider that the framework is proportionate. However, there are 

certain areas in which we believe that the Trust should go further in order to 

ensure that the BBC's commercial activities are transparent, do not distort the 

market and are open to fair competition. 

 

2. Whether the framework will help in establishing clarity of roles and in 

Trust expectations/requirements 

 

1.5 Pact considers that this is a useful framework to provide clarity about the Trust’s 

role and welcome the introduction of regular service reviews for BBC commercial 

services, as already exist for BBC services. These reviews provide a useful 

opportunity for external parties to provide comments on BBC activities. 

 

3. Whether the framework will help in establishing clarity of roles and in 

Trust expectations/requirements 

 

1.6 Pact welcomes this framework as a way of setting clear principles to provide 

clarity on the remit of the Trust and the Executive with regards to BBC 

commercial services. 

1.7 Below are our comments on each of the sections of the draft framework.  

 



BBC Trust  Commercial Services Strategic Framework  

 

  

6 

 

Background 

1.8 As noted above, we welcome the Trust's rationale for introducing this framework 

which provides clarity as to the duties of the BBC with regards to its commercial 

services. 

1.9 We agree with the principle that a single framework will provide transparency and 

clarity and we consider that it is important that these services are accountable to 

the Trust. 

Level and Scope 

1.10 It is important that the Trust is able to measure the success of BBC 

commercial services. We therefore support the Trust’s proposal to introduce 

regular reviews of BBC commercial services in order to ensure that the BBC's 

aims are being met and that there are no commercial concerns being raised in 

the market.  

1.11 The draft framework provides a useful frame of reference by which to 

measure success. Setting this at quite a high level is appropriate, as the BBC 

Commercial Holding Board should be accountable for the BBC’s commercial 

services.  

1.12 However, Pact considers that it is appropriate that the Trust has oversight of 

these operations, in order to ensure that there is sufficient transparency and that 

the Executive remains responsible and accountable for the successful operation 

of the BBC’s commercial services, given to the publicly-funded organisation. 

Remit for commercial services 

1.13 Pact supports the Government’s rationale for permitting the BBC to participate 

in commercial activities, such as international BBC TV channels and BBC Store, 

a new download-to-own service to enable consumers to access a greater amount 

of content outside of licence, provided that the BBC’s profits are all used to 

supplement the BBC's investment in creating public service content. 

1.14 Furthermore, these activities, supported by public money, should in no way 

distort the commercial marketplace. 

1.15 International BBC TV channels are a useful way for the BBC to extend the 

reach of its content.  Provided that the rights holders are adequately 

compensated at a fair market rate for the use of their content, then these are 

appropriate actions for the BBC to be involved with. 

1.16 As well as providing a means for the BBC to monetise its archive, BBC Store 

will offer another secure avenue for independent producers to sell their content to 
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consumers, beyond broadcast transmission, providing an important alternative to 

combat piracy.  Pact has worked with the BBC to enable this service to be able to 

launch.  This is a useful intervention into the market, but it is important that rights 

are purchased on a non-exclusive basis and that rights holders are adequately 

compensated for use at a market rate.  

1.17 As well as conducting regulator review of BBC commercial services, it is 

important BBC Commercial Holdings is transparent about the costs of running 

each commercial service so that rights holders can ensure that they are receiving 

appropriate payment for the use of their content. 

The Trust's principles 

(a) strategic alignment of public service and commercial activities 

1.18 Pact agrees that it is important that the BBC's commercial activities are 

appropriate and connected with the BBC's public purposes.  These should be 

linked directly to the BBC's TV, radio and digital content services. For example, 

by running international TV channels or launching a new download to own 

service which would offer consumers new ways to access content shown on the 

BBC.  

1.19 It is important that the BBC Trust should approve all BBC commercial services 

prior to their launch. The length of the consultation period should be tailored to 

the potential market impact and risk of the proposed commercial service so as to 

avoid regulatory burden. 

1.20 Pact does not support the Trust’s proposed approach that “strategies and 

business plans deemed by the Executive Board to comply with all regulatory and 

legal requirements and to comply with the requirements set out in the strategic 

Framework set by the Trust are deemed to be approved by the Trust.” 

1.21 We call on the Trust to include a clause in the framework which requires the 

BBC Executive to demonstrate publicly how its business plan and strategies for a 

commercial service meet the requirements set out in the framework before they 

are deemed to be approved by the Trust. 

1.22 We note that the trust mentions that any commercial service proposals which 

have a broadcaster strategic significance for the BBC would remain subject to 

Trust approval. For example, should the BBC propose a 'lift and shift' approach to 

implementing Tony Hall's proposal to open up BBC in-house production, we 

understand that the Trust would be required to complete a full assessment of the 

proposal, listening to external views, as this could raise several competition 

issues, including concerns about state aid. 
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(b) how, where and when commercial business can be conducted? 

1.23 Pact understands that international BBC TV channels are a useful way for the 

BBC to extend the reach of its content.  Provided that the rights holders are 

adequately compensated at a fair market rate for the use of their content and that 

this does not in any way impede the ability of UK independent producers to sell 

their content internationally, then Pact considers that these are appropriate 

actions for the BBC to be involved with. 

1.24 In order to ensure the financial success of BBC branded channels outside of 

the UK, we understand that the BBC would like the opportunity to purchase rights 

for content produced by independent producers to show on its channel.  Given 

that 48% of all BBC content is now made by independent producers, including 

many of its hit shows such as Call the Midwife, Sherlock and The Village, this is 

increasingly important for the commercial success of BBC activities. 

1.25 However, any commercial sales deals in secondary markets should be a 

commercial negotiation between the BBC and the rights holder and the BBC 

would be expected to pay market rate in order to purchase the rights on a non-

exclusive basis.   

1.26 As outlined in the draft framework, it is crucial that commercial activities taking 

place in the UK (such as the proposed launch of the BBC store) are treated in a 

different way to the BBC's international commercial activities, where the BBC 

does not have the same buyer power in the market. 

1.27 BBC Worldwide is a leading distributor of BBC and independently produced 

TV content. Since 2004, just after the introduction of the Terms of Trade, BBC 

Worldwide sales have gone up by 70% and gross profit has increased by 93%, 

even though BBC in-house content as a share of all BBC commissions has fallen 

by 40% over the same period.4  

1.28 BBC Worldwide is now the largest global TV distributor outside of the USA.  

This would not have been possible without Worldwide having secured the 

distribution rights to externally produced content. 

1.29 Pact consider that it is right that larger and significant proposals for BBC 

acquisitions or equity investments are formally approved by the BBC Trust. This 

should be an open and transparent process, allowing significant time for all 

interested parties to articulate a response to the BBC Trust should they wish to 

do so. 

                                                 
4
 A new age of UK TV content creation and a new role for the BBC, a report for Pact by Oliver & 

Ohlbaum Associates, August 2014 
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1.30 However, before the BBC Executive considers these types of activities, or 

other commercial activities such as 'first look deals', it is important that there is 

clarity as to how the deal has been arrived at. 

1.31 In the past, this has not always been the case. For example, to our knowledge 

the five year partnership deal between BBC Children's and FME in 2013 was 

announced without an open tendering process. 

1.32 Pact urges the Trust to include a requirement in this framework that all co-

developing, co-production, co-funding or first look deals between the BBC 

Executive and third party companies – whether wholly owned by the BBC or not - 

should be competitively tendered, according to European tendering rules. These 

measures are important to provide transparency and fair access for all to 

opportunities related to the publicly-funded BBC. 

(c) generating a return for licence fee payers 

1.33 It is important that all BBC Commercial activities generate a return for licence 

fee payers, as per the rationale for the approval of these activities. 

1.34 In order to enable licence fee payers to see that they are getting value for 

money from these services, it is important that all revenues generated from BBC 

commercial activities are transparent, and that it is made clear in the BBC Annual 

Report how the money sent back to BBC from its commercial activities are 

accounted for in terms of content production. 

(d) commercial efficiency 

1.35 In order to satisfy itself that the BBC's commercial activities are financially 

efficient, we urge the Trust to conduct regular benchmarking exercises between 

the BBC's activities and those of other similar companies in the market.   

1.36 We agree with the Trust's analysis that as commercial subsidiaries operate in 

very different markets, it would not be appropriate to set one hurdle to determine 

commercial efficiency.  

1.37 We agree that it is appropriate that the Board of each commercial holding sets 

objectives, but the extent to which they have met these efficiently should lie with 

the Trust as part of its regular reviews. 

1.38 We agree with the Trust's statement that the BBC commercial's subsidiaries 

do not need to be profitable every year. However, if they are not, then given the 

determinant to the licence fee payer who would be deprived of the possibility of a 

gain from the commercial service had it been profitable, we consider that it would 

be appropriate to introduce a requirement for the Board of the commercial 

subsidiary to be accountable to the Trust to provide an explanation on why it had 

not been profitable that year.  
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1.39 If the Trust was not satisfied with the explanation, there should be a clear 

process through which this could be addressed within a certain period of time.  

1.40 If the BBC’s commercial subsidiary continues to make a loss then the BBC 

Executive should be required to cease its operations and seek other mean to 

procure the service/product concerned. 

(e) separation between publicly funded BBC activity and its commercial services 

1.41 It is right that larger and significant proposals for BBC acquisitions or equity 

investments are formally approved by the BBC Trust. This should be an open and 

transparent process, allowing significant time for all interested parties to articulate 

a response to the BBC Trust should they wish to do so. 

1.42 It is crucial that the BBC's commercial services do not have an unfair 

advantage in the market as a consequence of their links to the BBC.  Doing so 

would not only distort fair competition, but it could cause issues under European 

state aid rules. 

1.43 We strongly welcome the Trust's proposed framework to ensure financial and 

operational separation. 

Financial separation 

1.44 Transparency is key with regards to financial separation.  As outlined in the 

draft framework, there should be clear transparency on this issue and the BBC 

should publish pricing information and terms of asset transfers and service 

charges, so that the Trust (and the BBC's competitors) can ensure that this 

complies with all fair trading requirements and does not distort market 

competition. 

1.45 Pact considers that the BBC must always pay the market rate for the content 

and services that it uses, and these should be benchmarked against comparable 

market rates. 

1.46 Pact has tried - and to date, always failed - to access BBC figures for in-house 

production costs in order to ensure that prices are fair and comparable against 

market rates. 

1.47 Should the BBC wish to proceed with moving in-house production into a 

commercial subsidiary, it is vitally important that these figures are published soon 

so as to enable the BBC Trust and others to ensure that the commercial 

subsidiary would always pay market rate and that, where a concern was raised, 

there should be a formal system for issues or concerns to be raised with the 

Trust. 
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Operational separation 

1.48 Pact considers that it is appropriate that the BBC's commercial businesses 

are run as separate companies.  

1.49 In the draft framework, the Trust outlines that it does not propose to set rules 

for the BBC board membership, other than to require that the Executive Board 

has formal arrangements in place for managing any conflicts of interest that might 

arise.  

1.50 Pact calls on the BBC Trust to go further and to set a limit for the maximum 

number of BBC Executive representatives who can sit on the Board of a BBC 

commercial service, or the Board of BBC Commercial Holdings.  

1.51 Whilst we appreciate the need for the BBC to ensure that there is proper 

strategic alignment between the BBC's public and commercial services, we 

consider that this could be achieved by aligning the aims of the company with the 

criteria set out in this framework, with a small number of BBC Executive 

representatives sitting on the Board.  

1.52 Without a maximum number set by the Trust, it would be possible for a Board 

of a BBC Commercial Holding to be entirely manned by BBC Executive 

employees. This would not ensure that there was sufficient operational 

separation between the BBC Executive and the commercial service, making the 

service less transparent and open to critique and fair competition from external 

organisations in the market. 

1.53 Also, as outlined above, where the BBC enters into exclusive or first look 

arrangements with other companies in the market, these arrangements should be 

open to competition and competitively tendered. 

Clarity of roles in overseeing commercial service activities 

1.54 Pact considers that the Trust's oversight of the BBC's commercial activities 

are not just appropriate, but necessary.   

Trust and Executive roles 

1.55 We note that this framework would not replace existing measures outlined in 

the Charter, Agreement and Protocols, but rather complement them in order to 

provide a more transparent framework for the way in which the BBC conducts its 

commercial activities. 

Setting strategy 

1.56 In our opinion it is appropriate and proportionate that the BBC Trust approves 

the commercial strategy set by the Executive. This provides a greater level of 
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transparency for others in the market who potentially could be affected by these 

activities. 

1.57 However, as noted above, we do not support the Trust's statement that 

strategies and business plans which are deemed by the Executive to meet the 

criteria set out in the strategic framework are approved by the Trust.   

1.58 We understand the need to avoid regulatory burden and unnecessary delay, 

but we suggest a system of checks and balances whereby should someone wish 

to raise a concern about an aspect of the BBC's commercial activities, they would 

have the opportunity to do so within a certain time frame, after which the BBC 

Trust would asses the issue prior to approving the activity.   

Performance and compliance oversight 

1.59 Pact agrees that monitoring commercial performance against targets is 

important and we welcome the proposals that as well as reporting on 

performance to the Trust, the Executive Board should report publicly on the 

performance of commercial services by publishing annual reports. 

Changes to commercial services (including additions and removals) 

1.60 Pact acknowledges that formal regulatory principles are outlined in the BBC 

Charger, Agreement and protocols which set out the system of approval for BBC 

commercial services. 

Review 

1.61   Pact strongly welcomes the BBC Trust’s commitment to reviewing the 

Commercial Framework periodically, in the same way as for service licences.  

The regular review of BBC service licences (at least every 5 years) provide an 

important opportunity for external companies to provide feedback and comments 

to the BBC Trust about the impact of BBC services in the market and we 

welcome the extension of this regulatory process to cover BBC commercial 

services.  


