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BBC COMMERCIAL REVIEW 

Introduction 

In July 2008 the BBC Trust launched a review of the mandate, strategy and 
governance arrangements for the BBC’s commercial arm, BBC Worldwide, to 
assess if any changes were needed to reflect experience since the present 
arrangements were established in the current BBC Charter.  

In March this year we published an interim statement, pending outcomes from 
the Government’s Digital Britain work, in which we set out some emerging 
findings.  Our work had been driven by two concerns. The first was to ensure 
that BBC Worldwide's strategy was properly aligned with the BBC's public 
service interest and so had a positive impact on the BBC's brand and 
reputation. The second was to ensure that in its strategy and operations BBC 
Worldwide was duly sensitive to the concerns of other commercial players in 
the market.  

We concluded that in completing its review the Trust should bring greater 
clarity to the direction, parameters and strategic priorities of BBC Worldwide's 
commercial activities in the UK and overseas, to ensure that they align properly 
with delivery of the BBC's public purposes, leading to a more contained focus 
for future commercial activity. 

We were also clear that this need for direction and parameters should not cut 
across our ambition that BBC Worldwide should maintain and develop its 
commercial vigour and strength.  The Trust noted that successive governments 
had encouraged the BBC to exploit the commercial value of its intellectual 
property and to return this value to public service output. The Trust fully 
supported this aim, and alongside the primacy of the public services welcomed 
BBC Worldwide's record of success in increasing profitability and the benefits it 
brings to licence fee payers. 

In September the Trust announced a revised governance framework within 
which the BBC must operate its commercial activities.  These changes were 
designed to strengthen the oversight of the BBC’s commercial operation and 
ensure even greater clarity and confidence in the separation of the BBC’s public 
service and commercial activities. 

 



The Trust has now received the BBC Executive’s final report which marks the 
conclusion of the review.  We are publishing the Executive’s report to the Trust 
in full along with this statement in which we set out the Trust’s conclusions and 
explain how and when they will be implemented. 

Our review has taken place in parallel with an inquiry into the commercial 
operations of the BBC conducted by the Culture, Media and Sport Committee.  
The Trust gave evidence to the Committee in a number of areas. We are 
grateful for their contribution and our own conclusions aim, where possible, to 
take account of the Committee’s findings. 

The Trust conclusions 

The Trust recognises the need for the BBC to be sensitive to market 
considerations not just in its public services but in its commercial activities too.  
Concerns expressed by commercial competitors to BBC Worldwide have guided 
our work from the outset alongside three fundamental principles about the way 
the BBC ought to approach commercial activity:  

• the BBC should hold on to the value of its intellectual property  

• it should exploit that value on the licence fee payer’s behalf 

• it should make sure no commercial activity damages the core brand and 
reputation of the BBC, either at home or abroad. 

The conclusions we are publishing today are consistent with these principles 
and they are the result of detailed discussion with the BBC Executive. 

The Trust accepts the BBC’s recommendations to place new limits on BBC 
Worldwide’s activity.  The key changes to the future remit of BBC Worldwide 
are: 

1. An end to mergers and acquisitions unless there are exceptional 
circumstances 

2. A clearer focus on securing value from the BBC’s own intellectual 
property 

3. An exit from any activity that is not in keeping with the BBC brand 

4. Divestment of stakes in non-BBC branded international channels over 
time where it makes commercial sense 

5. A more transparent ‘first look’, with greater market testing to establish 
the right pricing structures 

6. A governance framework that complies with the combined code 
wherever possible and establishes greater separation between the BBC 
Executive Board and the Worldwide Board 
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Taken as a whole these conclusions should help deliver the clarity of direction 
and contained focus that the Trust has been seeking to achieve, particularly in 
the UK market. We attach particular importance to clearer priority on securing 
value from the BBC’s own IP.  As a specific point, the Trust would not expect to 
consider a commercial deal of the scale and nature of the Lonely Planet 
acquisition in future.  The Trust will want to ensure that BBC Worldwide’s plans 
for Lonely Planet secure the best value for licence fee payers and will keep its 
long-term future under review.  

In making these changes, we acknowledge the success that BBC Worldwide has 
achieved over recent years in fulfilling its existing remit.  We recognise the 
significant return for licence fee payers delivered by BBC Worldwide on those 
assets which have been paid for from the licence fee. The Trust is keen that, 
within its new parameters, BBC Worldwide should continue to be a vigorous 
and successful commercial business returning value to licence fee payers. 

The BBC Executive has also concluded in its report to the Trust that BBC 
Worldwide should become a more internationally-facing business, focused on 
improving appreciation of the BBC abroad.  The Trust recognises the important 
contribution that BBC Worldwide can make to delivery of the BBC’s fifth public 
purpose – bringing the UK to the world and the world to the UK – but considers 
that such activity must contribute to the BBC’s fulfilment of its public purposes 
as well as the scale of the dividend passed back to the BBC. 

The Trust also remains interested in the impact of commercial activities on 
editorial decisions and what programmes get made and will remain vigilant on 
these issues.  We will insist that the BBC Executive puts in place the necessary 
controls and checks to ensure that all overseas activity is subject to stringent 
editorial control in order to ensure that the reputation of the BBC is not put at 
risk. 

We hope that in concluding this review we have made clear, both for BBC 
Worldwide and for its competitors in the market, where the boundaries for its 
future activities have been drawn.  We now want the business to develop its 
more detailed plans for implementing the changes we have made.     

Implementation of the Trust’s conclusions 

Under the new governance arrangements for BBC Worldwide which the Trust 
announced in September, the business will now develop a more detailed three-
year strategy which will show the more specific changes to its activities that will 
need to be made to bring these new principles and boundaries into effect. That 
plan will be subject to approval by the BBC Executive and by the Trust before 

 
BBC Trust – Commercial Review Statement 



the end of the current financial year, and will be subject to annual review by 
the Trust thereafter. 

To further inform its thinking in advance of considering the BBC’s three-year 
plan, the Trust is open to views on the findings we have set out here, in 
particular on the business’s international focus. 

The Trust also continues to encourage the BBC and Worldwide to work to find 
partnership opportunities with Channel 4.  The opportunity to create a structure 
of lasting value to UK public service broadcasting as well as both individual 
parties is clear, as long as any deal creates value for both parties rather than 
transferring it out of BBC Worldwide. 

The review we have now concluded was focused on the remit of BBC 
Worldwide within its current ownership structure and did not include 
consideration of more radical alternatives.  In bringing this review to a close we 
will continue to keep a close eye on the development of the markets and 
environment in which the BBC and BBC Worldwide operate.  As the media 
landscape continues to evolve and shift we may need to revisit these issues 
again.  The Trust’s guiding principle will remain what is in the best interests of 
licence fee payers – in particular a solid assurance that the BBC’s intellectual 
property and brand would remain secure. 

 

BBC Trust 
24 November 2009 
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EXECUTIVE SUMMARY 
 
BBC Worldwide (BBCW) is an important source of value to BBC licence fee payers and to 
the UK’s creative industries at home and abroad. The findings summarised in this report 
establish a renewed mandate and set of operating principles for BBCW, bringing greater 
clarity to its parameters and priorities as well as improved transparency for its conduct and 
governance. Taken together the recommendations see BBCW moving to become a more 
internationally focused business, concentrating on its core strengths of optimising the value 
of BBC intellectual property and distributing a range of UK content to the benefit of the 
wider creative economy. New limitations on M&A, access to capital and non-congruent 
activity combine with clearer governance structures, including a reconfigured BBCW Board 
and restated brand and editorial controls. The material changes proposed to the first look 
will result in more benchmarking of BBC IP, creating a better safeguard on the BBC (and 
therefore the licence fee payer) getting the best price.  
 
 

FINDING 1 BBCW should adopt a clearer focus on 
1.1 Optimising the value of BBC IP 
1.2 Avoiding any IP that would not be suitable for association with the BBC 

brand or values 
1.3 Ensuring UK activity is both distinct from and complementary to the 

BBC’s public service output 
1.4 Representing the BBC brand and the BBC’s values around the world. 

 
FINDING 2               BBCW should strengthen its support to the BBC in helping 

deliver its public purposes, and in particular its fifth purpose of 
‘bringing the UK to the world’* 

  
FINDING 3 BBCW should become a more internationally facing business, 

focused on improving appreciation of the BBC and UK creative 
industries abroad*  

 
FINDING 4 The transparency and operation of the ‘first look’ arrangement 

between the BBC and BBCW should be strengthened including 
through greater benchmarking of BBC intellectual property* 

 
FINDING 5 BBCW’s future growth should be principally organic with future 

M&A by exception and under stricter guidelines 
 
FINDING 6 BBCW should do more to operate in partnership with others, 

particularly in the UK* 
  
FINDING 7 BBCW’s governance should be revised to create greater clarity 

and to comply with the Combined Code* 
 
 

* Progress on these findings is already underway and in certain cases complete. 

 
BBC Commercial Review 2009  page 2 



The Commercial Review’s purposes and context 
 
In 2008, the BBC Trust asked the BBC Executive to conduct a Commercial Review of 
BBCW’s activities. This report summarises the findings of this Review.  
 
The overall purpose of the Review was to clarify BBCW’s scope and mandate together with 
appropriate boundaries for its development. The Review took place in the context of a 
wider debate around the need for clearer limits on BBCW activity and continuing pressure 
on the BBC to demonstrate that BBCW are acquiring BBC content at market prices. Most 
significantly a Select Committee was launched in July 2008 to look into the BBC’s 
commercial operations. The BBC has looked to respond proactively to these issues.  
 
The central trade-off in creating a mandate for BBCW is the balance between maximising 
commercial efficiency whilst respecting and supporting the BBC’s overriding public mission 
and responsibilities. The Review’s scope included BBCW’s adherence to the BBC’s public 
purposes1; its ‘first look’ (or First Option) agreement with the BBC; the horizontal scope of 
its activities; and its governance arrangements.  
 
The BBC’s Royal Charter states that the BBC should leverage its capability as a creator of 
content and brands in line with its public purposes. The BBC’s duty to reduce public funding 
through the efficient commercial exploitation of assets generated by the licence fee is also 
specified in the BBC Trust’s Commercial Strategy Protocol and built into the BBC’s licence 
fee settlement. The BBC meets this objective primarily through BBCW. 
 
BBCW is an important source of value to the BBC, to licence fee payers and to the UK’s 
creative industries at home and abroad. Over the past four years BBCW has provided the 
BBC with dividends of more than £225m and has invested more than £330m into BBC-
commissioned programmes, along with total investment back into the UK creative economy 
approaching £1 billion. Within the current licence fee settlement the BBC is committed to 
ensuring that BBCW delivers £400m in dividends as part of a collection of ‘self-help’ 
measures.  
 
BBCW’s global channels, formats and distribution businesses account for around 10% of UK 
creative exports and showcase UK content to nearly 300m households around the world. 
More than 200 independent production companies have chosen BBCW as their 
international distributor, delivering important extra reach for the UK’s creative economy. 
BBCW also acts to extend licence fee payers’ enjoyment of BBC programmes in the UK in 
ways that are not possible using licence fee income, for example by making available BBC 
DVDs, magazines and extended opportunities to view past BBC content including through 
UKTV. In these ways and others, BBCW is complementary and additive to the BBC’s public 
service activities. 
 
The BBC’s Executive Board is responsible for ensuring that commercial activities fit within 
the four Commercial Criteria set out in the BBC Charter and Agreement. This means that 

                                                 
1 The Public Purposes of the BBC: sustaining citizenship and civil society; promoting education and learning; stimulating 
creativity and cultural excellence; representing the UK, its nations, regions and communities; bringing the UK to the world 
and the world to the UK; and in promoting its other purposes, helping to deliver to the public the benefit of emerging 
communications technologies and services and, in addition, taking a leading role in the switchover to digital television.  
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all BBCW activities must exhibit commercial efficiency; comply with the BBC’s fair trading 
guidelines, in particular by avoiding market distortion; fit with the BBC’s public purposes; 
and not compromise the good reputation of the BBC or the value of the BBC brand. This 
regime is overseen by the BBC Trust, which also periodically agrees the BBC’s commercial 
strategy. 
 
The Commercial Review findings set out in this report articulate a new mandate and 
operating principles for BBCW, bringing greater clarity to its future focus as well as 
improved transparency to its conduct and governance.   
 
 
SUMMARY OF CORE FINDINGS 
 
FINDING 1 BBCW should adopt a clearer focus on 

1.1 Optimising the value of BBC IP 
1.2 Avoiding any IP that would not be suitable for association with the BBC 

brand 
1.3 Ensuring UK activity is both distinct from and complementary to the 

BBC’s public service output 
1.4 Representing the BBC brand and the BBC’s values around the world. 

 
BBCW has been going through a phase of strong growth and development since 2004, when 
a review of its operations led to the transformation of its mandate, scope and strategy. Prior 
to this review BBCW had little revenue growth; delivered low profit margins; had six 
unprofitable divisions; and had governance practices not fully aligned with the Combined 
Code.2 Since the review, revenues have grown at a compound annual growth rate of 8.7%; 
profits have tripled to £118m in 2007/8. BBCW’s rights payments to third parties and 
dividends to the BBC have increased substantially as a result. 
 
The BBC’s 2007 Licence Fee Settlement set BBCW challenging financial targets as part of an 
ambitious self-help programme. To meet these targets, BBCW’s five year plan, agreed by 
the BBC Executive Board and Trust in 2007, has been taking BBCW into a new phase of 
development with an increasing focus on diversification across different media, platforms 
and geographies. Fulfilling its growth strategy has led BBCW to take some new steps 
including acquiring brands (notably Lonely Planet); investing in content creation (stakes in 
independent production companies outside the UK); and digital expansion in the UK and 
overseas (e.g., BBC.com). These developments have led to considerable press and public 
scrutiny and controversy.   
 
Today BBCW is entering a new phase of development and this, combined with the current 
economic outlook, the limits on financing, and the other findings of this Review, mean that it 
is time to look for ways to re-focus the business. This Review proposes focussing BBCW on 
delivering against four main commitments, as follows. 
 
 

                                                 
2 The Combined Code on Corporate Governance sets out standards of good practice in relation to issues such as board 

composition and development, remuneration, accountability and audit and relations with shareholders. 
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1.1 Optimising the value of BBC IP 
 
BBCW should be focused on optimising the commercial potential of BBC-commissioned IP. 
This is where BBCW has a proven track record. As today, all BBC content must be 
commercialised within a clear set of editorial principles (including clarity and coherence; 
accountability; independence and trust; proportionality; and value for money) to ensure that 
BBCW activities are supportive of, and not in competition with, the BBC’s public purposes. 
 
However, for the effective and efficient delivery of BBC IP through BBC branded outlets, 
BBCW cannot rely on UK-commissioned IP alone, and needs to be able to distribute and 
acquire IP from others around the world. BBCW should only, though, distribute and acquire 
programme material which is in line with the BBC’s brand and values. 
 
 
1.2 Avoiding any IP that would not be suitable for association with the BBC brand or values 
 
The BBC’s brand and its reputation for impartial and high quality broadcasting are 
paramount, and must therefore be upheld by BBCW in all its activities.  
 
Non-BBC commissioned IP has been exploited by BBCW for a long time and includes a 
range of names such as Primeval, Skins and Gordon’s Kitchen Nightmares, helping BBCW create 
scale, diversification and thereby resilience.3 Further, BBCW has earned a strong reputation 
as a leading distributor of third party content. Indeed the free choice of so many 
independent production companies to use BBCW is testament to its advantages of scale and 
skill in exporting UK creative talent abroad.  Further, non-BBC IP has become particularly 
important to BBCW in light of current trends.  In particular, research shows that around 
the world 80% of all TV viewing is locally produced. This emphasises the point that the 
BBC’s own brand and its fifth public purpose is aided by the use of non-BBC commissioned 
programming, providing that this programming is within the BBC’s core brand values.  
 
However, given the primary importance of the BBC brand, this Review finds that BBCW 
must now exit/separate from any IP that is considered ‘non-brand congruent’—that is, IP 
that would not be suitable for any BBC public service in the UK whether on television, 
internet, radio or mobile. Today a few anomalies exist, such as BBCW’s involvement via a 
joint-venture partner in the distribution of the Grazia and Hello magazine titles in India. This 
Review finds that BBCW should take on no more such activity and find opportunities to 
divest of what it already has in a commercially efficient way.  
 

                                                 
3 The economic argument is that through its core activity BBCW generates assets, capabilities and opportunities that are 

not fully exploited by BBC IP alone. Acquiring and commercialising non-BBC IP allows BBCW to capture economies of 
scale, leverage its capabilities and benefit from demand side complementarities, creating additional value for the LFP. 
From a strategic perspective, by extending their scope beyond BBCIP BBCW as a business is more diversified and able to 
withstand changes in the supply of IP from the BBC.   
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1.3 Ensuring UK activity is both distinct from and complementary to the BBC’s public service output 

 
BBCW should proceed with additional sensitivity on activities in the UK, including avoiding 
confusion around what the licence fee payer receives for the licence fee and what they 
choose to receive commercially. It should be made very clear to people, through a variety of 
means, when consumers of BBC services are moving from an area of ‘public space’, funded 
by the licence fee, to a commercial environment funded by commercial income. Related to 
this requirement is the need for BBCW to operate services under the BBC’s editorial 
control and within clear branding guidelines (set at the planning stage by BBC public service) 
on how BBC content and services are marketed in the UK.  
 
There should also be consultation on how programme formats developed by BBCW for 
international audiences are released and operate in the UK. Specifically, these formats will 
not be released until the BBC public service agrees that they will enhance and not compete 
with the public service offering in the UK, therefore optimising the benefits for licence fee 
payers.  
 
 
1.4 Representing the BBC brand and the BBC’s values around the world 
 
In developing as a more internationally facing business (pursuant to Finding 3, below), 
BBCW should act to develop the BBC brand internationally. This will mean for example, 
increasing the focus on BBC branded channels around the world and increasing the 
prioritisation of placing BBC programmes within BBC branded outlets - either through 
linear channels or via the web. It will therefore be particularly important to demonstrate 
that these channels reach the BBC’s high brand and editorial standards. BBCW will now be 
set both quantitative and qualitative metrics on its international footprint.  
 
 
FINDING 2 BBCW should strengthen its support to the BBC in helping 

deliver its public purposes, and in particular its fifth purpose of 
‘bringing the UK to the world’ 

 
BBCW makes a significant contribution in delivering public service outcomes beyond its 
financial contribution, especially through its international activity. BBCW’s commercial 
activities help the BBC further its fifth public purpose of ‘bringing the UK to the world’ given 
the prohibition on using licence fee funds for ‘any service aimed primarily at users outside 
the UK’.4 For example, continuous television news channels are a core medium for 
providing news around the world, and this is exactly what the commercially funded BBC 
World News service now does. Similarly, BBCW’s portfolio of channels brings the best of 
UK talent to international audiences. These activities clearly ‘support’ the BBC’s public 
purposes while being motivated by generating commercial returns on behalf of the UK 
licence fee payer.   
 

                                                 
4 Set out in the BBC Agreement clause 75 (2) (a). 
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To reinforce BBCW’s important contribution to delivering the BBC’s public purposes, the 
Commercial Review recommends that the current internal approval framework for BBCW’s 
activity be strengthened. The current formal requirement for BBCW to ‘fit’ with the BBC’s 
public purposes should be supplemented with an additional assessment around being 
‘consistent’ with them. While 'fit' suggests a broad qualitative alignment with the BBC’s 
activities, consistency requires a more detailed and active engagement with the BBC’s 
strategy. BBCW activity should be complementary and not competitive with the BBC’s 
public service activity in the UK. BBCW should also now demonstrate, qualitatively and 
quantitatively, how it actively supports the BBC’s fifth purpose as part of their annual 
performance review.  
 
 
FINDING 3 BBCW should become a more internationally facing business, 

focused on improving appreciation of the BBC and UK creative 
industries abroad*  

 
By providing licence fee-funded services in the UK alone, the BBC is rightly held to the 
highest expectations in its home market. To reduce the risk of any friction or overlap with 
the BBC’s public service activity in the UK, as well as to better fulfil the BBC’s mission of 
‘bringing the UK to the world’ and to diversify BBCW’s income, the Commercial Review 
recommends that BBCW focus on becoming an even more internationally facing business. In 
so doing, BBCW should, in addition to earning a higher percentage of revenues from 
overseas, generate measurably improved appreciation of the BBC brand abroad—
particularly in English-speaking nations like Australia and the United States. In concentrating 
its development ambitions on foreign markets, BBCW should also be held to the target of 
achieving two thirds of its total revenues from outside the UK within five years, within the 
parameters recommended by this Review. In all its international activities, BBCW should 
ensure that it maintains the BBC’s brand and reputation for impartial and high quality 
broadcasting.   
 
 
FINDING 4 The transparency and operation of the ‘first look’ arrangement 

between the BBC and BBCW should be strengthened including 
through greater benchmarking of BBC intellectual property* 

The Commercial Review has concluded that, while the BBC’s trading framework (including 
the first look agreement) continues to be appropriate in general terms, there is scope for 
greater transparency and extra safeguards to both ensure and demonstrate that licence 
payer interests are being protected. 

The first look agreement—an exclusive negotiating period of 30 days on BBC intellectual 
property (IP)5, subject to agreeing market rate pricing—gives BBCW the opportunity to bid 
first for commercial rights that the BBC chooses to make available. When BBCW declines 
to bid, or submits a bid judged by the BBC’s Commercial Agency to fall below acceptable 
market value, then the BBC may choose to make these rights available to third parties. 
Historically, up to 20% of qualifying BBC rights go to third parties in this way. 

                                                 
5BBC intellectual property is content produced by BBC in-house production an/ or content commissioned by the BBC PS  
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The first look brings a number of inter-related benefits to the BBC (and, in turn, to licence 
payers). First, the increased security over content supply allows BBCW to invest in a 
vertically integrated business model, creating BBC-branded businesses that both exploit and 
grow the BBC brand globally. This lets the BBC as a group capture a greater proportion of 
the production/distribution value chain than a more piecemeal relationship would allow for, 
generating a virtuous circle of increased profits and increased up-front investment in BBC 
programmes. This is, broadly, why some form of vertical integration is the prevailing 
exploitation model within much of the media sector. 

By stopping short of being a fully contractual supply guarantee, the first look also gives the 
BBC flexibility to recognise where third parties are better placed to exploit its content. The 
reforms proposed by this Review to the trading framework are principally aimed at 
increasing the quantitative evidence base with which this judgement is reached, as well as 
introducing a more transparent mode of operation to provide increased confidence to the 
market and other stakeholders. 

The changes recommended in this area (and already underway) include: 

• Testing a bigger and more representative sample of BBC IP in the market (i.e. with 
BBCW and others being given an equal opportunity to bid), to help establish 
benchmarks for appropriate transfer pricing across the board. The fair operation of 
the process will be reviewed by the BBC on an annual basis 

• More rigorous recording of this and other pricing data to increase the quantitative 
evidence that the first look is commercially effective for the licence payer, and that 
rights are transferred at fair market value. (Overall judgements on price will need to 
take into account BBCW’s medium-term financial and strategic contribution to the 
BBC as well as up-front investment) 

• A more transparent approach to the transfer of IP, in line with market practice, 
including an end to the standard grant of rights ‘in perpetuity’ and of ‘all rights’ 
associated with BBC IP. This will result in a more granular approach to the pricing 
and transfer of intellectual property, enabling more direct market comparisons to be 
made (making it easier to demonstrate compliance with Fair Trading obligations) 

• A tightening and clarification of processes between the BBC and BBCW, for example 
clearer limits on information sharing and a more rigid adherence to an agreed set of 
timescales for operating the first look 

• The publication, in the BBC Annual Report, of a note on the operation of first look 
during the year, including the introduction and operation of the measures above, to 
ensure greater transparency. 

 
FINDING 5 BBCW’s future growth should be principally organic, with future 

M&A by exception and under stricter guidelines 
 
The Commercial Review finds that BBCW should finance its activities6 primarily through 
organic means (via the existing borrowing limit7 or through capital reallocation within its 
                                                 
6 Investments must have an appropriate hurdle rate (minimum 11% at present) and a 3-5 year pay-back. Some ‘exceptional’ 

investments may be appropriate (i.e. where they are particularly value adding to BBC IP or have important long term 
strategic benefits). 
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portfolio) or via the creative use of partnerships with other organisations to minimise 
BBCW’s own capital outlay. Extensions to the existing debt limit should be considered only 
for a very limited number of strategically important activities. 
 
Mergers and acquisitions (M&A) should be by exception only and under strict guidelines. 
Exceptions would include activities that are strongly linked to core business (for example 
future-proofing the distribution of BBC IP or international M&A that supports the BBC’s 
fifth public purpose). In this new context, acquiring new, established brands like Lonely 
Planet would not be a priority. The acquisition, to support its international sales and 
distribution business, of minority stakes in independent production companies can benefit 
not just BBCW but the wider creative sector and can help more British talent reach global 
audiences. However these stakes should be the exception rather than the rule and should 
only be undertaken under clear criteria. This Review also recommends that the current 
£50m threshold for escalating M&A activity to the BBC Trust be reduced to £30m. As 
today, the Trust will be able to view and scrutinise all activity below this threshold that ‘falls 
outside the strategy for the BBC’s commercial services as approved by the Trust’ or that ‘in 
the UK represents entry into a wholly new market sector’8. Beyond this, the BBC Executive 
Board is obliged to refer any proposals where there are matters of wider strategic 
significance or where the good reputation of the BBC could be compromised.  
 
BBCW must continue to meet its dividend obligations to the BBC within these new 
financing parameters. Further, through a regular review of its portfolio, BBCW should seek 
the opportunity to divest of non-core assets to enable either organic growth or higher 
dividends for the BBC.  

 
 
FINDING 6 BBCW should do more to operate in partnership with others, 

particularly in the UK* 
  

BBCW has a strong record of operating in partnership with UK creative industries whether 
through joint ventures like UKTV (Virgin Media); BBC Books (Random House); BBC 
Learning and BBC Children’s Books (Pearson); 2entertain (Woolworths); Dovetail 
(magazines fulfilment with Dennis); and through its relationship with independent producers 
and talent. BBCW has recently sought to extend its approach to partnership through its 
ongoing conversations with Channel 4, which the BBC wishes to see further progress on. 
 
We acknowledge that, especially within the UK, there is a need to continue to be vigilant 
about how the BBC’s commercial activities affect the wider creative industry and this is 
something that will be monitored actively. 
 
 
FINDING 7 BBCW’s governance should be revised to create greater clarity 

and to comply with the Combined Code* 
 

                                                                                                                                                        
7 Beyond its debt limit, certain types of alternative financing are widely used and considered acceptable. These include 

operating leases, receivables factoring and supplier finance 
8 Set out in Protocol D6, section 5.4 
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The Commercial Review recommends a revised governance framework within which the 
BBC should operate its commercial activities. Among the changes now agreed and 
underway are: 
 
• Streamlining the BBCW Board: the Board becoming smaller and Combined Code 

compliant  
 

• Connecting BBC boards: the new chairman of BBCW, Robert Webb, remaining a non-
executive member of the BBC’s Executive Board thereby changing the relationship 
between the two boards (with greater emphasis on the BBC being the 
owner/shareholder of BBCW)  
 

• Revised Board membership: changes already announced alter the membership of both the 
BBC Executive Board and the BBCW Board in order to reduce the potential for conflict 
of interest. Specifically, the Chief Executive Officer of BBCW is no longer a member of 
the BBC’s Executive Board and staff from BBC Vision will not be eligible to be members 
of the BBCW Board.  

 
The Board of BBCW should adhere to the Combined Code on Corporate Governance as 
far as possible, and justify any deviation from the Code in areas where it is not appropriate 
for a fully owned subsidiary to comply.  
 

* * * 
 
The recommendations summarised in this report mean BBCW moving to become a more 
internationally focused business, concentrating on its core strengths of optimising the value 
of BBC intellectual property and distributing a range of UK content to the benefit of the 
wider creative economy. New limitations on M&A, access to capital and non-congruent 
activity combine with clearer governance structures, including a reconfigured BBCW Board. 
The material changes proposed to the first look will result in more BBC IP being 
benchmarked in the market, creating a better safeguard on the BBC (and therefore the 
licence fee payer) getting the best price. Taken together these measures bring clarity to the 
overall remit and scope of BBCW, while allowing it to continue to deliver important 
benefits to the BBC, to licence fee payers and to the wider creative economy at home and 
abroad. BBCW’s three year strategy will detail specifically how BBCW plan to adhere to the 
Commercial Review principles. As in previous years, BBCW's strategy will be approved by 
the BBC Executive Board and the Trust and will now be measured against the principles set 
out in this report. The implementation against this strategy will be monitored by the BBC 
Executive Board and the Trust as part of the detailed reporting framework which is already 
in place. In addition, the Executive Board, together with BBCW and the Trust, will continue 
to ensure that the appropriate checks and balances are in place to monitor, on an on-going 
basis, the impact of our activities on the UK creative sector.  
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