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Strategic Framework for the BBC's Commercial Services 

 

Overview 

 

At the end of last year the BBC Trust and the BBC Executive published the conclusions of 

their joint review of BBC governance and announced a series of changes to the working 

relationship between the Trust and the Executive. 

 

As part of a package of measures aimed at making the distinction between the roles of the 

Trust and the Executive clearer and achieving greater separation between them, we decided 

that the Trust should put in place a high level framework to clarify its remit and its priorities 

in respect of the BBC's commercial activities. 

 

This document sets out:   

 

a) The context to the proposals and provides a commentary on the draft strategic 

framework.   

 

b) The Trust's draft Strategic Framework for the BBC's commercial services 

 

The Trust is inviting responses from stakeholder organisations, industry bodies and other 

interested parties, including members of the public on the draft Framework.   Specifically we 

are seeking views on: 

 

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 

 

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

expectations/requirements 

 

3. Whether the Trust's proposed principles are appropriate and sufficient to govern 

the commercial services 
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How to respond 

To respond to this consultation, please either email your comments to 

commercialframework@bbc.co.uk or post your reply to BBC Trust Commercial 

Framework consultation, BBC Trust, 180 Great Portland Street, London W1W 5QZ. 

Audio and Braille versions of the draft operating licence and consultation documents are 

available upon request by contacting the BBC Trust by email or by post as above. 

The public consultation will close on Friday 5th September 2014.  

Confidentiality 

The BBC Trust usually publishes in full responses from organisations when we reach our 

conclusions. If you would prefer that all or part of your response is treated as confidential, 

please clearly indicate this and complete and return the confidentiality declaration together 

with your organisation’s submission.  

Responses from members of the public are not published and any personal details are kept 

strictly confidential, however, we will publish anonymised data in the interests of 

transparency.   

The BBC complies with the Data Protection Act 1998. The BBC Trust will securely 

store any personal information you provide such as your name, address, email address and 

your organisation and use it only for the purposes of administering this consultation. You 

can find more information on the BBC’s privacy policy at www.bbc.co.uk/privacy. 

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 

www.bbc.co.uk/foi. 

mailto:commercialframework@bbc.co.uk
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/commercial/confidentiality.pdf
http://www.bbc.co.uk/privacy
http://www.bbc.co.uk/foi
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Part A 

 

Context and Commentary 

 

This part provides a commentary on the Framework text, explaining the context and 

reasoning behind our proposals. 

 

Background 

The service licences put in place by the Trust for each of the BBC's UK public services set 

out clearly and publicly the Trust's core requirements and parameters for each services.  

These are subject to regular review by the Trust. They have helped to deliver clarity as to 

the respective remits of the Trust and the BBC Executive and are well regarded both within 

the BBC and by external stakeholders. Building on this, we intend to put in place similar 

arrangements for the BBC's commercial services, establishing a clear framework within 

which these services must operate and against which we can assess their performance. 

The existing oversight arrangements controls we have in place for commercial services 

were modelled closely on the Trust's remit in relation to commercial services as specified in 

the Charter and Agreement. They are not drawn together in any one place but spread 

across the Agreement, Trust protocols, the Trust's fair trading policy and several ad-hoc 

statements published by the Trust over a number of years. 

The distinction between the Trust's and the Executive's role in setting strategy for the 

BBC's commercial services has been unclear, as has the Trust's frame of reference for 

testing and interrogating the strategy and performance of these services.  Last year's 

governance review presented an opportunity to address these issues, enabling us to set out 

our core requirements for the BBC's commercial services, establishing a clear and 

transparent framework which the Executive Board would use in determining commercial 

strategy and which we would use when holding the Executive to account for performance. 

Level and scope 

The new Framework is not intended to replace the various controls that are in place to 

ensure that the Trust's Charter and Agreement duties are fulfilled. Rather like the service 

licences that are in place for each BBC public service, the purpose is not to set out all of the 

detailed compliance rules but more to set out the Trust's core requirements concerning the 

BBC's commercial services, thus establishing a transparent frame of reference against which 

we can periodically assess the success of the commercial services. 

We have used the existing service licences as a guide in determining the level of detail and 

specificity for the draft Framework. While we believe its coverage is comprehensive, we 
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have, consistent with the Trust's remit, set it at quite a high level. This is to ensure that the 

BBC Executive remains responsible and accountable for the successful operation of the 

BBC's commercial services.  

A further consideration for the Trust has been the varied nature of the BBC's commercial 

activities, ranging from the commercial exploitation of BBC content to the operation of 

international TV and online services and the supply of studio and post production services. 

Recognising that in the past the Trust has focused in particular on BBC Worldwide because 

of its scale, the new Framework sets out the core requirements that should be common to 

all of the commercial services (currently BBC Worldwide - BBCW, BBC Global News Ltd 

(comprising of BBC World News and bbc.com/news) - GNL and BBC Studios and Post 

Production - S&PP). 

Remit for commercial services 

While we include in our Framework a number of principles to ensure that the BBC's 

commercial activities operate in harmony with the BBC's public services and fairly in relation 

to the wider market, the starting point for our Framework is to set out the reasons why the 

BBC, as a publicly funded Corporation, is permitted and encouraged to undertake 

commercial activity. The justification, set by the Government at the time of the last Charter 

renewal and reflected in the BBC Agreement is essentially a financial one - to generate 

profits which may be used to supplement the licence fee enabling more to be spent on 

creating public service content1.  

The Trust’s principles 

The governance review identified the need to make clearer to people inside and outside the 

BBC that the Executive Board is responsible for making decisions about its operations and 

the BBC Trust is responsible for setting the strategic framework and assessing the 

Executive's performance against it.  In line with this the Trust, through the Framework, sets 

five high level principles that all of the BBC's commercial activities must comply with. 

Responsibility for ensuring and demonstrating this compliance sits with the Executive Board. 

(a) - Strategic alignment of public service and commercial service activities.   

The BBC Agreement makes clear the need for strategic alignment between the BBC’s public 

services and its commercial service activities in the specific criteria it sets for BBC 

commercial services. 

First, it requires that the BBC’s commercial services must fit with the BBC’s public purpose 

activities, more specifically that they should both be appropriate to be carried on in 

association with the public purposes and that they should be connected, otherwise than in 

merely financial terms, with the ways in which the BBC promotes its public purposes.  

                                            
1 Clause 101 
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Second, the Agreement requires that commercial services should uphold the good 

reputation of the BBC and the value of its brand.  

The Trust considers clear strategic alignment between the public and commercial services 

activities of the BBC necessary to ensure that the commercial activities support the 

fulfilment of the public purposes.  

The Framework requires that commercial service activity should be based primarily on 

securing a return from BBC content and brands. It also requires that strategic alignment 

applies not only at the level of each commercial subsidiary business but also in terms of each 

activity it undertakes.   

This means that the Executive Board will need to be satisfied as to the strategic alignment of 

all activities undertaken within a commercial subsidiary. This will require particularly careful 

scrutiny and justification for any activities such as acquisitions, international production and 

activity not directly connected with the creation or exploitation of BBC brands or content.  

As is already the case, any commercial service proposals having broader strategic 

significance for the BBC would remain subject to Trust approval.  

(b) - How, where and when commercial business can be conducted. 

The Framework places particular emphasis on securing a return from BBC brands and 

content, but does not preclude some level of commercial activity involving other brands or 

content provided that there are sound reasons for this and that BBC brands and content 

always represent a majority of the overall content where the BBC brand is being used.  

There are some activities (for example a sales and distribution operation) where the scale 

required to succeed in some markets cannot be achieved through BBC programming alone 

so the catalogue is enhanced with material from other producers and broadcasters. 

Similarly, a BBC branded channel is likely to need some element of third party programming 

to appeal to some international audiences), but the Trust expects that there should be a 

clear rationale in such cases. 

Where acquisitions or equity investments are proposed, the Framework places a specific 

duty on the Executive Board to be satisfied that the acquisition is necessary to meet agreed 

business objectives and to ensure that all other strategic options - such as in-house 

development or licensing of rights - have been carefully considered and dismissed before any 

proposal is approved.  Larger or more significant proposals remain subject to approval from 

the Trust2.  

The Framework also requires the BBC, when considering working with commercial 

partners or what sort of third party content can be shown on a BBC branded channel, not 

                                            
2 BBC Protocol C4 – Commercial Services 
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to put at risk the good reputation of the BBC or the value of the brand.   While the 

question of brand damage is quite focused and specific, reaching a view on whether an 

activity might jeopardise the good reputation of the BBC has a much broader application. 

The Framework requires that this be assessed not only within the commercial subsidiary but 

also at a pan-BBC level.  

The Framework also requires the Executive to consider in particular the distinction 

between commercial services offered in the UK and those only accessible to international 

audiences. For example, a channel strategy that uses the BBC brand (e.g. BBC America, BBC 

Entertainment) may be considered entirely appropriate for an international audience but use 

of the BBC brand for commercial activities in the UK requires special attention to avoid any 

risk of confusion between what is covered by the licence fee and what requires an additional 

commercial payment.   

Similarly, the Framework requires the Executive to ensure that all commercial and public 

service 'direct to consumer' activity is carefully co-ordinated. The need for the Executive to 

have a clear and well-communicated policy on when and where primary (public service) and 

secondary (commercial service) content is available is emphasised. 

(c) – Generating a return for licence fee payers 

The Framework emphasises the requirement that the BBC's commercial services must seek 

to maximise the returns, and thus benefits, delivered for licence fee payers. The Framework 

permits this to be achieved through an appropriate mix of ‘up-front’ commercial 

investments made by BBC commercial subsidiaries in content commissioned by the BBC to 

fulfil its public purposes, and a dividend stream for the BBC to reinvest in the promotion of 

its public purposes.  

 (d) - Commercial efficiency 

A clearly defined test of commercial efficiency is important in demonstrating that the BBC's 

public funding is not being used to support its commercial businesses. The BBC Agreement 

requires that the BBC’s commercial services must ‘exhibit commercial efficiency’. This is not 

further defined in the Agreement and is left as a matter of judgement for the Trust.   Our 

Framework seeks to define how this requirement should be interpreted and applied in 

practice.  

We recognise that the commercial subsidiaries operate in very different markets and that 

setting one single hurdle to determine commercial efficiency is likely to lead to some 

subsidiaries being over-challenged and/or others not being sufficiently stretched in their 

targets. Our Framework provides for the Trust to set a baseline measure of commercial 

efficiency, which all the commercial subsidiaries must meet, but also requires that the 

Executive Board should set suitably challenging commercial targets for each business.  
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We require that the ongoing assessment of commercial efficiency takes place at the level of 

each commercial subsidiary rather than at the level of individual commercial activities within 

those businesses, and rather than based on cumulative performance across them all.  

In line with commercial practice the Trust’s baseline requirement for commercial efficiency 

does not mean that the commercial subsidiaries have to be profitable each year. The Trust 

recognises that business performance may vary year on year and that there may be periods 

(for example when businesses are in their early stage of development, or undergoing 

significant transition) where year on year profitability is not a realistic expectation.  In such 

cases the Framework requires that the Executive Board has approved business plans which 

clearly project profitability when viewed over an appropriate period, and that the Executive 

Board keeps the progress of such businesses under careful review, reporting on 

performance to the Trust. 

Our Framework makes the Executive Board responsible for approving business plans for 

each commercial subsidiary and for monitoring the performance of each subsidiary against 

them. It also places a duty on the Executive Board to ensure that the Trust has access to 

sufficient performance reporting to satisfy itself that its baseline commercial efficiency 

requirement is being assessed and met. 

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

Maintaining appropriate separation between publicly funded BBC activity and its commercial 

services is a requirement set out clearly in the Agreement.  Clear separation is also 

necessary in order for the BBC to comply with state aid law. Our fair trading policy focuses 

in large part on ensuring that the BBC’s commercial services do not gain any unfair 

advantage in the market as a consequence of their links to the BBC3. Our Framework draws 

together these requirements, making separation one of its five principles and specifying what 

this means in terms of financial separation and operational separation. 

Financial separation 

We believe that the most effective way to ensure the necessary separation between the 

public and commercial parts of the BBC is through increased focus on and transparency 

around financial separation and the pricing and terms of asset transfers and service charges. 

Our Framework requires all transactions between the commercial subsidiaries and the BBC 

to be conducted at arms’ length on commercial terms with reference wherever appropriate 

to market pricing.  Where the BBC sells assets (such as TV programmes) created using 

public funds to a commercial subsidiary, our Framework requires the BBC to have in place 

systems and checks to be satisfied that the commercial subsidiary pays the market rate, 

benchmarked or otherwise tested, for those assets. Similarly, where the BBC provides any 

                                            
3 The Trust is required to review its fair trading policy every three years and a review is currently underway. 
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services (such as accommodation) to a commercial subsidiary it must ensure that a market 

rate is charged for those services.   

Operational separation 

Operational separation is in part achieved through the requirement that the BBC's 

commercial businesses are run as separate companies. This means that they are run by 

boards of Directors who have specific fiduciary responsibilities, which are distinct from the 

responsibilities of members of the BBC Executive Board. 

Subject always to the necessary financial separation, our Framework acknowledges that 

operational separation needs to be balanced with ensuring proper strategic alignment 

between the BBC’s public and commercial services. It does not therefore set rules for the 

BBC in terms of board membership other than to require that the Executive Board has in 

place formal arrangements for managing any conflicts of interest that might arise. 

Our Framework permits, in principle, ‘first look’ or exclusive arrangements to be negotiated 

between the BBC and its commercial subsidiaries provided that such arrangements do not 

distort the market.  For example, offering BBC Worldwide the opportunity to buy rights to 

BBC content before offering the opportunity more widely in the market.  

Clarity of roles in overseeing commercial service activities 

While the BBC's commercial services generate only 5-10% of the BBC's overall budget, 

these activities attract considerable external scrutiny and have the potential to affect the 

public service side of the BBC reputationally as well as financially. Trust oversight of the 

BBC's commercial services is therefore appropriate. The Charter and Agreement set out 

the Trust's remit in broad terms but an important benefit in establishing the new 

commercial services framework should be that the respective roles and responsibilities of 

the Trust and Executive Board are made clearer. 

Trust and Executive Roles 

The roles of the Trust and Executive Board in relation to commercial services are set out in 

the Charter and Agreement, and in more depth in the Protocol. While our Framework 

does not replace any these, it sets out clearly in one place the Trust’s specific requirements 

concerning the BBC’s commercial services and also the respective roles of the Trust and 

Executive Board. 

Setting strategy 

The Agreement specifies that the Executive Board is responsible for 'adopting' a commercial 

strategy which must be 'approved' by the Trust. Our Framework requires the Executive 

Board to have in place arrangements for adopting and reviewing strategy and business plans 
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for each of its commercial subsidiaries.    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. 

The Trust considers decisions on timing and handling for the development of strategies for 

each commercial service should be left to the Executive Board, but that we should retain a 

right to call for proposals should we consider that there is no suitable strategy in place or 

that any strategy is not consistent with the Framework we have set. 

Performance and compliance oversight  

In line with our view that the first principle for commercial service activities should be 

maximising the financial benefit for licence fee payers we think that monitoring of 

commercial performance against targets set is important. Our Framework therefore 

includes arrangements which the Executive Board must follow to report on performance 

and compliance to the Trust and also publicly through annual reporting.  

The Trust is required to hold the BBC’s Executive Board to account for ensuring that the 

BBC’s commercial services are operated in a way which complies with the four criteria set 

for the commercial services in the Agreement. Our Framework requires the Chief 

Executive of each commercial subsidiary to take steps to satisfy themselves that their 

businesses remain compliant with the four criteria and to submit a report each year to the 

Executive Board.  The Executive Board must report quarterly to the Trust in an agreed 

format which should cover the financial performance of each commercial subsidiary, 

compliance, key risks and mitigations and major projects. It must also ensure that reports 

and accounts covering the commercial services are published each year and that these 

include all the information specified in the Agreement as being required4.  

Changes to commercial services (including additions and removals) 

Our Framework summarises the procedural arrangements that apply when the BBC wishes 

to secure approval for changes to its commercial services. The Charter and Agreement are 

specific in terms of requirements for commercial service approvals. The Charter requires 

the Trust to set an approvals framework for commercial service activities. The Agreement 

sets the assessment criteria but makes the application of these criteria a matter of judgment 

for the Trust. It requires the Trust to set rules relating to the approval of changes in the 

BBC’s commercial services (including changes to the structure of the BBC’s commercial 

arm). 

                                            
4 Clause 74 
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The Trust’s requirements concerning approvals for commercial services are set out in 

further detail on the relevant Trust protocol5. The Protocol explains how the Trust will take 

any approval decisions which are referred to it. This includes the procedures it will follow 

and any criteria it will apply over and above those criteria set in the Agreement, or the 

factors it will have regard to in deciding whether to give approval. 

Review 

Consistent with the Trust's aim of bringing the governance and oversight arrangements for 

the BBC's commercial services more closely into line with the arrangements for the BBC's 

public services, the Trust will review its Commercial Framework periodically, in the same 

way as for service licences. These reviews will include consideration of the BBC’s operation 

of its commercial activities covered by the Framework and will be published. 

 

 

                                            
5 BBC Protocol C4 - Commercial Services 
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Part B 

Strategic Framework for the BBC's Commercial Services 
 

1 - Introduction 

The purpose of this Framework document is to set out publicly the Trust’s requirements, 

boundaries and expectations for commercial services. This Framework does not replace the 

specific compliance requirements set out elsewhere6.  

2 - Remit for BBC commercial services 

The justification for the BBC operating commercial subsidiaries is to generate profit which 

may be used to supplement the licence fee so that the BBC may further promote its public 

purposes7.  

3 - The Trust's principles for the BBC's commercial services 

(a) - Strategic alignment of public and commercial service activities 

There should be clear strategic alignment between the public and commercial services 

activities of the BBC necessary to ensure that the commercial activities support the 

fulfilment of the public purposes, both at the level of the commercial subsidiary overall but 

also in terms of each activity it undertakes.  In line with the Agreement8, the principal ways 

for assessing strategic alignment should be: 

1. The BBC’s commercial services must fit with the BBC’s public purpose activities. More 

specifically they should both be appropriate to be carried on in association with the 

public purposes and should be connected, otherwise than in merely financial terms, 

with the ways in which the BBC promotes its public purposes.  

2. The BBC's commercial services should uphold the good reputation of the BBC and the 

value of its brand.  

(b) - How, where and when commercial business can be conducted. 

BBC Content and Brands 

The BBC's commercial service activities should be based principally on securing a return 

from BBC content and brands.  

                                            
6 Principally in the BBC Charter and Agreement, the Trust Protocol and the Trust Fair Trading Policy 
7 BBC Agreement, Clause 101 (1) 
8 BBC Agreement, Clause 69 
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There may in some cases be reasons (such as scale of business or fit with specific market 

needs) where exceptions to this principle may be justified. Where the Executive Board 

considers this to be the case, it must have a clear rationale. In any event BBC content 

should always represent a majority of the overall content where the BBC brand is being 

used.  

Business activities 

Business activities likely to be in keeping with this principle might include sales and 

distribution, channels, local content production and licencing arrangements for the 

development and distribution of BBC content and brands. However, where acquisitions and 

equity investments are proposed, the Executive Board must be satisfied that the acquisition 

is necessary to meet agreed business objectives and to ensure that all other strategic 

options - such as in-house development or licensing of rights - have been carefully 

considered and dismissed before any proposal is approved.  Larger or more significant 

proposals remain subject to approval from the Trust9.  

Working with commercial partners 

The Executive must pay particular regard to the Agreement requirement that the 

commercial services must not jeopardise the good reputation of the BBC or the value of the brand 

when determining, for example, which commercial partners the BBC may work with and 

what type of third party content is shown on a BBC branded channel.  Reaching a view on 

whether an activity might jeopardise the good reputation of the BBC has a wide application 

and must be assessed not only within the commercial subsidiary but also within the BBC 

Executive to ensure that any broader effects on the BBC's good reputation are taken into 

account.  

Geographic considerations 

BBC commercial service activities may take place in any geographic area.  

When considering what constitutes strategic alignment the Executive Board must consider 

in particular the distinction between commercial services offered in the UK and those only 

accessible to international audiences. For example, a channel that uses the BBC brand (e.g. 

BBC America, BBC Entertainment) may be considered entirely appropriate for an 

international audience but use of the BBC brand for commercial activities in the UK 

requires special attention to avoid any risk of confusion between what is covered by the 

licence fee and what requires an additional commercial payment.   

                                            
9 BBC Protocol C4 – Commercial Services 
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Direct to consumer commercial offers 

BBC commercial businesses may offer services direct to UK consumers. However the 

Executive Board must ensure that all commercial and public service direct to consumer 

activity is carefully co-ordinated. A clear policy on when and where primary (public service) 

and secondary (commercial service) content is available is required and must be 

communicated to the BBC's audiences.  

(c) – Generating a return for licence fee payers 

The Trust considers the financially driven rationale for BBC commercial services to be 

important in maximising the benefits that can be delivered for licence fee payers. This may 

be achieved through an appropriate mix of ‘up-front’ commercial investments made by BBC 

commercial subsidiaries in content commissioned by the BBC to fulfil its public purposes, 

and a dividend stream for the BBC to reinvest in the promotion of its public purposes.  

 (d) - Commercial efficiency 

Consistent with the underpinning financial rationale for the BBC operating commercial 

services, commercial efficiency (which in its broadest interpretation means behaving as a 

market operator would to deliver financial return and strategic value) should be a key 

prerequisite for BBC commercial services. The BBC should be able to demonstrate this 

first, before seeking wider strategic benefits for the Corporation as a whole.  The fact that a 

commercial service can deliver strategic benefits or public service value can never be 

treated as a substitute for commercial efficiency10.  

The Agreement includes the requirement that the BBC’s commercial services must ‘exhibit 

commercial efficiency’11. The definition of commercial efficiency is a matter of judgement for 

the Trust.    

Commercial efficiency will be assessed at the level of each commercial subsidiary rather 

than on individual commercial activities within those businesses, and rather than based on 

cumulative performance across them all12.  

Commercial subsidiaries operate in different markets where the expectations of market 

operators in terms of the timeframes over which returns are generated, as well as the level 

of those returns, vary. The Trust therefore sets a baseline requirement for commercial 

efficiency which takes into account such market variations, but which each of the 

commercial subsidiaries must meet.  

                                            
10 BBC Agreement, Clause 101 
11 BBC Agreement, Clause 69 
12 Other than when assessing a specific new service proposal 
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The baseline requirement is that each BBC commercial subsidiary must generate a long-

term return on investment to the BBC which is considered appropriate to the relevant 

market. Such returns may be delivered in the form of a dividend or other revenue stream to 

the BBC. 

The baseline requirement does not mean that each of the commercial subsidiaries must be 

profitable each year. There may be periods (for example when businesses are in their early 

stage of development, or undergoing significant transition) where year on year profitability is 

not a realistic commercial expectation.  In such cases the Executive Board must have 

approved business plans which clearly project a return which is considered appropriate to 

the relevant market when viewed over an appropriate period. The Executive Board must 

keep the commercial performance of such businesses under careful review, reporting as 

required under this framework. 

The Executive Board must set commercial targets for each business. These must, as a 

minimum, meet the Trust's baseline requirements but must be set at level that ensures that 

each commercial subsidiary is sufficiently challenged.  In taking a view of commercial 

efficiency, the Trust will take into account both its own baseline requirement and the 

performance of each business against the commercial targets set for it by the Executive 

Board. 

New commercial service proposals are subject to approvals requirements set out in the 

Agreement and in Trust protocols13. Where new commercial service proposals are subject 

to scrutiny in their own right under these arrangements (by the commercial subsidiary itself, 

the Executive Board or the Trust), the decision-making body must be satisfied as to the 

commercial viability and levels of commercial risk relating to that particular activity. 

The Executive Board is responsible for approving business plans for each commercial 

subsidiary and for monitoring the performance of each subsidiary against them. The 

Executive Board is also responsible for ensuring that the Trust has access to sufficient 

performance reporting material (primarily through quarterly reporting) to satisfy itself that 

its baseline commercial efficiency requirement is being assessed and met. 

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

The BBC must maintain appropriate separation between publicly funded BBC activity and its 

commercial services14.  This is necessary in order for the BBC to comply with state aid law.  

The BBC's commercial services must also comply with the Trust's fair trading requirements 

and must not distort the market15.  The Trust’s fair trading policy focuses in large part on 

                                            
13 BBC Protocol C4 – Commercial Services 
14 BBC Agreement, Clause 68 
15 BBC Agreement, Clause 69 
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ensuring that the BBC’s commercial services do not gain any unfair advantage in the market 

as a consequence of their links to the BBC.  There are two different dimensions to this – 

financial separation and operational separation. 

Financial separation 

The Trust considers the most effective way to ensure the necessary separation between the 

public and commercial parts of the BBC is through focus on and transparency around 

financial separation and the pricing and terms of asset transfers and service charges. 

Commercial subsidiaries must not gain any unfair financial benefit from the BBC. All 

transactions between the commercial subsidiaries and the BBC must be conducted at arms’ 

length on commercial terms with reference wherever appropriate to market pricing. 

Where the BBC has assets (such as TV programmes) created using public funds, others in 

the market must not be unfairly disadvantaged when those assets transfer to a BBC 

commercial subsidiary. The BBC must have in place the necessary systems and checks to be 

satisfied that its commercial subsidiaries pay the market rate, benchmarked or otherwise 

tested, for those assets. Similarly, where the BBC provides any services (such as 

accommodation) to a commercial subsidiary it must ensure that a market rate is charged for 

those services.   

The BBC’s commercial businesses must operate as separate companies following the normal 

requirements in terms of statutory accounts.  This will ensure that any financial transactions 

that take place between the BBC and one of its companies are properly recorded and 

subject to audit. 

The BBC may negotiate, ‘first look’ or exclusive arrangements between the itself and its 

commercial subsidiaries provided that the Trust’s fair trading policy requirements are 

adhered to and any such arrangements do not distort the market. Where rights or assets 

are sold to a commercial subsidiary some element of market benchmarking must be built in 

to ensure that an appropriate transfer price is paid. 

Operational separation 

Operational separation must be sufficient to ensure that the BBC’s commercial services do 

not gain any unfair advantage in the market as a consequence of their links to the BBC but 

should not inhibit any strategic alignment between the BBC’s public and commercial services 

that is necessary to maximise the benefit to licence fee payers.  

Operational separation is in large part achieved through the requirement that the BBC's 

commercial businesses operate as separate companies. Commercial subsidiaries must be run 

by boards of Directors who have specific fiduciary responsibilities, which are distinct from 

the responsibilities of the BBC Executive Board.  
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Directors of the BBC's commercial subsidiaries may also serve on the BBC's Executive 

Board or hold other senior roles in the public service. Where this is the case the Executive 

Board must give careful consideration to any potential conflicts of interest that might arise 

and must have in place formal arrangements for managing these.  

4 - Clarity of roles in overseeing commercial service activities 

Trust and Executive Roles 

The roles of the Trust and Executive Board in relation to commercial services are set out in 

the Charter and Agreement, and in more depth in the Protocol16.  

Setting strategy 

The Executive Board must must have in place arrangements for adopting and reviewing 

strategy and business plans for each of its commercial subsidiaries.  Strategies covering a 

number of years of operation may be adopted, but the Executive Board must revisit these 

annually both to review progress against them and to update them where necessary.  

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 this strategic 

Framework are deemed to be approved by the Trust. 

Decisions on timing and handling for the development of strategies for each commercial 

service are matters for the Executive Board, but the Trust retains a right to call for 

proposals should it consider that there is no suitable strategy in place or that any strategy is 

not consistent with this Framework. 

Performance and compliance oversight  

The Executive Board must ensure that the BBC’s commercial services are operated in a way 

which complies with the four criteria set for the commercial services in the Agreement. The 

Chief Executive of each of the commercial subsidiaries must take steps to satisfy themselves 

that their businesses remain compliant with the four criteria and must submit a compliance 

report each year to the Executive Board.  The Executive Board must ensure that reports 

and accounts covering the commercial services are published each year and that these 

include all the information specified in the Agreement as being required17. 

The Executive Board must, through its performance reporting arrangements, report 

quarterly to the Trust in an agreed format which should cover the financial performance of 

each commercial subsidiary (including identifying any activities within each business which 

                                            
16 Protocol C4 
17 Clause 74 
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are consistently performing below the financial targets set for them), compliance with the 

four criteria and other requirements, key risks and mitigations and major projects.  

Changes to commercial services (including additions and removals) 

Detailed requirements concerning approvals for commercial services are set out in detail on 

the relevant Trust protocol18.  In most cases responsibility for assessing the compliance of 

new commercial service proposals sits with the Executive Board. In some cases the 

Executive Board must seek approval from the Trust. The Protocol explains how the Trust 

will take any approval decisions which are referred to it. This includes the procedures it will 

follow and any criteria it will apply over and above those criteria set in the Agreement, or 

the factors it will have regard to in deciding whether to give approval. 

The Executive Board must ensure that the BBC’s commercial services are operated in a way 

which complies with these rules. 

Review 

The Trust will review this Framework, including consideration of the BBC’s compliance with 

the Framework in its operation of commercial services, at least once every five years. These 

reviews will be published. 

                                            
18 BBC Protocol C4 - Commercial Services 


