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Executive summary 
 

Consultation timings 

 

Pact understands that the BBC Trust has an obligation to review the television production 

supply arrangements at least every two years. The Trust also undertakes occasional review 

of supply arrangements in radio and online. 

 

The last time that the BBC Trust conducted a review of the Window of Creative Competition 

(WoCC) for BBC television services was in March 2013. However, given that the Director 

General has announced that the BBC intends to make major structural changes to BBC 

productions by getting rid of most of its in-house production departments and making BBC 

Studios a commercial subsidiary, we do not consider that it is possible for a thorough 

analysis of what the market might look like in the future until such a time as the BBC 

publishes its proposals.  

We therefore urge the BBC Trust to consider making a special exception in this case and 

extending the consultation period for this review until after the BBC Executive has published 

its proposals for the future of BBC production. 

Pact has considerable concerns about how the BBC will propose to move BBC Studios into 

a wholly owned subsidiary of BBC Commercial Holdings. There will be a number of 

competition and state aid implications and it is important that these are subject to a full 

regulatory review and analysis. 

 

Given the uncertainty about the future of BBC production, we are unable to respond fully to 

the questions in this consultation document which refer to the potential future of BBC 

television content supply. 

 

In the annex to this submission, we attach a report prepared by economic consultancy Oliver 

& Ohlbaum Associates which is entitled ‘A new age of UK TV content creation and a new 

role for the BBC.’ This report was published in August 2014 and it finds that a shift by the 

BBC towards becoming much more of a publisher broadcaster could yield considerable 

potential benefits for the UK creative sector and for BBC licence fee payers. 

 

O&O found in its report that the optimal way for the BBC to transition to more of a publisher 

broadcaster model would be through a combination of winding down some production 

departments; contracting out some long running strands; transferring some production 

activities to BBC Worldwide and spinning off the remaining departments through a series of 

management buyouts accompanied by output deals and first look rights arrangements 

where appropriate. 

 

Pact draws the BBC Trust’s attention to the recommendations made by O&O in this report 

as it prepares to consider the BBC’s proposals for the future of BBC Studios. 

 

In this response, we have focused our comments on the draft principles on which the BBC 

Trust proposes to assess any future changes to the BBC’s content supply arrangements. 

We understand the importance of outlining principles in which strategic decisions are made 
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in order to underpin effective and transparent decision making. This is particularly relevant 

when referring to a publicly funded institution such as the BBC.  

 

We at Pact adopt a similar approach. Last year in our manifesto for growth we set out the 

four key areas in which we focus our activities so as to deliver our core purpose of providing 

services and support to UK independent producers to enable them to continue to grow 

successful businesses. 

 

As shown in the chart below, the UK independent production sector has experienced a 

period of steady growth over the past decade. At Pact, we campaign on behalf of our 

members for the best regulatory, economic and legislative environment in order for this to 

continue. 

 

Figure 1: Independent producer revenues by TV and non-TV activities 

 
Source: Pact Census 2014 

 

Pact’s principles to support continued growth in the sector are: 

 Ensuring optimal conditions for growth in the domestic market; 

 Supporting international trade; 

 Facilitating innovation; and 

 Encouraging diversity, training and skills. 

 

In this submission we comment on how the current content supply arrangements are 

working from the point of view of both television and digital content production. 

 

However before doing so, we wish to take this opportunity to address some of the myths 

which have been peddled by the UK public service broadcasters (PSBs) in recent months – 

including by the BBC Director General, Tony Hall, in a speech in March 2014 – that 

consolidation in the independent production sector has shifted the balance of power in the 
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sector from the buyer side towards the supplier side of the market. The reality of the market 

does not support this argument. 

 

Myths and Realities 

Myth 1: Producer consolidation and foreign ownership is tilting the balance of power within 

the UK market in favour of the independent production sector. 

Reality: What matters is the strength of the idea – content is still king.  There are 

approximately ten broadcasters in the UK who regularly commission original content, with 

over 400 producers competing fiercely to win these slots.  No single indie has a share of 

PSB commissioned hours greater than 15%. By comparison, ITV Studios has an 18% share 

and BBC in-house has 21%. 

Myth 2: Vertical integration of global channels with international productions groups is a 

threat to the terms of supply of programme IP to UK PSBs. 

Reality: Television programmes are not auctioned in the UK (as they are in the US market). 

Producers pitch ideas with a particular channel in mind and they tailor their pitch accordingly. 

Even though PSBs don’t own the IP to the content, they still receive a share of revenues 

from secondary and international exploitation in perpetuity. 

Myth 3: Globalisation is a bad thing. 

Reality: The UK punches above its weight in TV exports and is the second largest exporter 

in the world with revenues of almost £1.3bn. Foreign investment enables independent 

producers to take risks, secure talent and invest in diversity and training.  

Myth 4: The only way for UK PSBs to respond to a more global market is to make the case 

for retaining IP, by either more in-house production or more favourable Terms of Trade. 

Reality: If PSBs retain the IP then producers can’t invest in content.  This would increase 

costs to the PSBs and kill an important and thriving sector. 

 

Overall, the perceived threat to the balance of the UK programme supply market is weak 

and in some cases is not supported by the market evidence at all. For example, producer 

consolidation has not resulted in an obvious increase in supplier power. In fact, absent the 

protections of the Terms of Trade, once a group becomes ‘non-qualifying’, there is evidence 

that commissioning terms have worsened for producers. This suggests that PSB buyer 

power is still the dominant characteristic of the market. 

 

Similarly, global owners of production companies have not sought to try and squeeze 

broadcasters on commissioning terms and in many cases are bringing their greater financial 

strength to the market in co-production, pre-sales and deficit finance arrangements that 

benefit UK PSBs. The greater financial security that comes from being part of a global group 

can also allow independent producers to take more risks and invest in talent. 

 

Finally, vertical integration activity outside of the PSB sector of the market is being driven by 

increasingly fierce competition from pay TV. Here, investment is recognition of the 

importance of high quality original content in competition for pay TV subscribers and owners 
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are much more likely to increase the flow of funds into UK original content that to reduce it. 

This is evidenced by the continuing growth in multichannel originations spend. 

 

Comments on the BBC Trust’s draft principles 

 

Turning back to the Trust’s draft principles, subject to the issues which we raise later in this 

response being addressed, Pact broadly supports all but one of the principles identified by 

the BBC Trust in its consultation document. We are not clear about the rationale for the 

principle that – in order to serve the interests of licence fee payers over the longer term – the 

BBC requires control of IP. We are therefore concerned about the Trust’s proposal to adopt 

principle 5. 

 

The retention of IP is a key principle of the Terms of Trade and one which has delivered 

significant benefits to the BBC and to its viewers, as well as to producers, over the past 

decade. Because they retain their IP, independent producers are able to exploit their content 

rights in secondary and international market, generating revenues which they reinvest in 

research and development and in programme production.  

 

Furthermore, as well as receiving the exclusive UK broadcast and video on demand (VOD) 

rights to the content which they commission for the licence fee period, the BBC also benefits 

from independent productions by receiving a payment in perpetuity from secondary and 

international sales. In order to receive this money, the commissioning broadcaster does not 

have to do anything further such as manage the administrative rights for the promotion and 

distribution of the programme. These costs are paid by the producer. This undoubtedly 

brings value to licence fee payers.  

 

We therefore question the rationale for assuming that the BBC should retain and control IP 

and we do not support the inclusion of this as a principle under which the Trust should 

assess any changes to the content supply framework which might be proposed by the BBC. 

 

Digital content supply  

 

We welcome the inclusion of digital content supply as part of this review.  It is important that 

the BBC’s relationship with its digital suppliers is examined and that more opportunities are 

afforded to digital content (as opposed to just service) suppliers to work with the BBC. Digital 

content suppliers should retain the IP rights to the content which they produce in the same 

manner as TV producers.  

 

The BBC could play an important role as a catalyst for growth in the digital economy by 

opening out more opportunities to the digital sector. The Pact proposal for the BBC as 

publisher broadcaster including digital would help achieve this. By applying Terms of Trade 

we could achieve similar levels to the year on year growth that has been achieved in the TV 

sector over the last ten years through independent producers owning and exploiting their 

rights.  
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BBC Governance 

 

Finally, we note the BBC Trust Chairman – Rona Fairhead’s – comments at the Oxford 

Media Convention in March 2015 that the BBC should in future be regulated in part by an 

enhanced BBC Board with responsibility for setting the BBC’s strategic direction, and in part 

by an independent regulator. The ongoing debate around the future of BBC governance and 

regulation provides another reason for which we consider that this review would best take 

place as part of (rather than preceding) the debate around BBC Charter Renewal. 
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Introduction 

 

1) Pact is the UK trade association which represents and promotes 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 over £3 billion in 2013.1 

 

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

producers. In 2013/14, the BBC commissioned 45% of eligible television content from 

external producers2.  

 

4) BBC Commissions are important for independent producers as they account for 27% 

of all UK commissions, making the BBC the biggest buyer of content made by 

independent producers in the UK. 

 

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

plays in British broadcasting. As such, we would support an increase in the BBC 

licence fee in line with inflation at the time of the next licence fee settlement. 

 

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

emily@pact.co.uk or on 020 7380 8232 or Rosina Robson, Senior Policy Consultant 

at rosina@pact.co.uk or on 020 7380 8248 (for digital content supply). 

 

  

                                                 
1
 Pact Census Independent Production Sector Financial Census and Survey 2014, by Oliver & Ohlbaum 

Associates Ltd (July 2014) 
2
 BBC Trust Content Supply Review, January 2015 

mailto:emily@pact.co.uk
mailto:rosina@pact.co.uk
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Question 1: overall, are these the right principles to guide any future changes to the 

BBC’s content supply arrangements? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.1 Pact welcomes the BBC Trust’s decision to establish a set of principles in which to guide 

future changes to the BBC’s content supply arrangements.  

 

1.2 We do not, however, consider that as drafted these would deliver the most value for 

licence fee payers, for the reasons noted below. 

 

Principle One 

 

1.3 Subject to the issues which we raise below, Pact supports the first principle as an 

appropriate aim for the BBC. We agree that the public expects a very high standard of 

content from the BBC and that as such, the Trust should expect it to broadcast (rather 

than make) the most creative and distinctive high-quality output available on screen, on 

air and online.  

 

1.4 We believe that the BBC can only deliver on this principle by ensuring that it always 

commissions the best idea, regardless of whether it has come from an in-house or 

external producer. 

 
1.5 We agree with the BBC Trust’s analysis that the BBC’s content supply arrangements 

should be open to a wide range of sources and promote creative competition between in-

house and external teams (for as long as the BBC continues to have its own production 

arm).  

 
1.6 Audience research commissioned by Pact from GFK found that that 50% of respondents 

didn’t really mind who makes the content which they watch, so long as the best 

programmes are shown on screen. Thirty five per cent of respondents had no strong 

feelings either way.3 

                                                 
3
 GFK qualitative and quantitative research on consumer attitudes towards programme making, October 2014 

Principle 1: securing high-quality and creative content across all genres. 
 
Principle 2: providing value for money to licence fee payers. 
 
Principle 3: using a wide range and diversity of supply across all genres and from across 
the UK. 
 
Principle 4: securing a sustainable production supply in terms of skills and capacity. 
 
Principle 5: retaining sufficient value and control over the BBC’s IP and content rights 
beyond the public service window to secure a fair return on investment for licence fee 
payers. 
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1.7 We therefore support the Trust’s conclusion that any proposed changes to BBC content 

supply arrangements should maintain the emphasis on the supply of high-quality ideas 

across all genres (this also applies to digital content), and with a strong focus on UK 

public service broadcasting (PSB) values. 

 

Principle Two 

 

1.8 This sits at the core of the BBC Trust’s (or any future BBC regulator’s) remit and we 

consider that it is a fair and reasonable principle on which the BBC’s proposals for future 

changes to content supply arrangements should be assessed. 

 

1.9 We agree with the Trust’s analysis that since the BBC spends a significant part of the 

licence fee on content, its content supply arrangements should act as important drivers 

in the delivery of value for money. 

 
1.10 In this light, it is extremely disappointing that the BBC is not transparent in the 

programme costs for BBC in-house production.  Pact and others have asked for this 

information on numerous occasions, but the BBC has never been willing to share the full 

data so that a value for money comparison can be made on a like for like basis with the 

external production sector. 

 
1.11 In particular, in order to fully assess the extent to which the BBC is providing value 

for money for licence fee payers, we call on the BBC to publish information in the 

following areas: 

 The comparative costs of programming to the channel controllers of strands 

provided by BBC in-house and the external sector by genre, taking into account 

different programme characteristics; 

 The costs of producing programmes and whether, given investments from BBC 

Worldwide and overhead allocations, BBC Production departments are making 

surpluses or losses; 

 Further cost breakdowns of production departments between charged overhead, 

direct management and staff costs and strand production costs; 

 The number of full-time equivalent staff involved in production by department and 

across the UK; 

 The processes by which the BBC commissions in-house and external producers, 

highlighting any differences whether through the WoCC, the quota or the in-

house guarantee; 

 BBC Worldwide return on investment on BBC in-house versus independent 

producer programme investments; 

 The level of corporate overhead and service functions most directly associated 

with production activities. 

 

1.12 Without this information being in the public domain, it will not be possible for the BBC 

to demonstrate that it ‘competes or compares’ with the external market. Given that the 

BBC’s track record on disclosing financial information has been poor to date, we urge the 

BBC Trust to require the BBC management to publish full figures of the costs associated 

with BBC in-house production.  
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1.13 Furthermore, we do not consider that ‘compete or compare’ will be sufficient as the 

BBC management has indicated that it intends to propose that certain contracts, such as 

long-running soaps, will be gifted to the new BBC production company. If this were to 

happen then the true market value of these productions could not be assessed. 

 

1.14 Pact supports the BBC’s proposal to ‘compete or compare’ – but in order for this to 

happen, rather than just being spin, the BBC must publish its production costs.  

 

Principle Three 

 

1.15 Pact agrees that the BBC should use a wide range and diverse supply of content 

across all genres in television, radio and online. 

 

1.16 Diversity of output is central to the BBC’s public service broadcasting (PSB) 

objectives and the BBC can only achieve this through diversity of supply. 

 
1.17 We suggest that what is especially important in this case is fair access and 

transparency and as such we suggest that the BBC Trust amends its objective to read: 

“using a wide range and diversity of supply with fair access across all genres and from 

across the UK.” 

 
1.18 Pact supports the BBC’s network supply quota and we are pleased that the BBC has 

already exceeded its target for 2016 by commissioning 53% of TV content outside of 

London in 2013, with 20% coming from the nations. This is not, however, broken down in 

terms of in-house versus external commissioning spend. In future, we consider that it 

should be broken down in this way. 

 
1.19 The continued ‘lift and shift’ approach by the BBC and other PSBs in order to meet 

their Out of London programming quotas means that the quotas have not been as 

successful as they were intended to be in supporting the growth of sustainable, mixed 

production centres across the UK. As well as investing in important media hubs outside 

of London such as Media City in Salford and Pacific Quay in Glasgow, it is important that 

BBC channel commissioners are accessible to and listen to the ideas of producers 

around the country. Doing so will ensure that producers (including digital) can pitch ideas 

to the BBC on an equal footing, regardless of where in the UK they are based. This will, 

in turn, ensure that the BBC has access to the best ideas from around the UK through 

sustainable production centres. 

 
1.20 In addition, we note that although the volume of UK-wide network production made in 

the nations has been rising, the lack of returning-series commissions from outside of 

London remains an issue. In order to secure the long-term sustainability of production 

outside of London and to meet the Trust’s principle of reflecting different social, cultural 

and geographic perspectives from the across the UK through a diversity of inputs as well 

as outputs, it is important that the BBC considers commissioning long-running strands 

from companies based outside of London. 

 
1.21 Finally, we note that the volume of network programming hours made in Northern 

Ireland remains at a low level, and has done so since 2008. Spend and volume of 
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production by the BBC has increased in Scotland at a faster rate than in the other 

nations, but with the loss of Waterloo Road which was made in Greenock by Shed Media 

(now Warner Bros TV Production UK) the BBC will have to work hard to maintain similar 

levels of investment into the future.  

 
Principle Four 
 
1.22 Pact supports this principle. The BBC is an important training ground for those 

wishing to work in the broadcasting sector. However it is important to note that it is by no 

means the only company which is investing in securing a sustainable production supply. 

 

1.23 In 2013, independent producers invested over £40 million in diversity, training and 

skills. We expect that this will continue to increase in the coming years4. 

 
1.24 Furthermore, independent producers are working together in order to improve 

diversity and access to the sector through the Indie Diversity Training Scheme. This 

scheme is aimed at new entrants from diverse backgrounds (both graduates and non-

graduates). It provides a framework in which independent producers offer a training 

opportunity to a trainee on the scheme in their business. Participating independent 

production companies work together to mentor, nurture and develop talent by providing 

master-classes and training to enhance their learning. Now in its third year, a large 

proportion of trainees who have graduated from this scheme are now working in the 

independent production sector.  

1.25 As well as the important contribution made by the BBC, Pact recognises the valuable 

contribution which broadcasters such as Channel 4, ITV and Sky have made to 

supporting and developing talent in this sector. 

 

1.26 As noted by O&O in the report in annex 1, any concerns that the shift of the BBC to 

become more of a publisher broadcaster could lead to a reduced investment in training 

could be addressed if the BBC was to offer targeted training bursaries to specific 

production companies and individuals within these companies. In terms of the standards 

of the training provided for these bursaries, the BBC could make its own Academy more 

widely available to the production community, and perhaps consider merging into the 

National Film and TV School.  

 

Principle Five 
 
1.27 Unlike the other principles proposed by the Trust in this consultation document, 

principle five appears to predetermine the outcome that it is in the best interests of 

licence fee payers that the BBC retains control over intellectual property (IP) rights in 

order for it to gain a fair return on investment.  

 

1.28 It is not clear to us from the consultation document the extent to which this principle 

refers to existing BBC IP, or to content which is produced externally. 

 

                                                 
4
 Redshift report for Pact on diversity, skills and corporate social responsibility (2013) 
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1.29 If the aim of this principle is for the BBC to – as a right - retain more value and control 

than under the present Terms of Trade, then we strongly oppose this principle. 

 
1.30 If the aim of the principle is to ensure that the BBC retains the same value and 

control of the content which it current has under the negotiated Terms of Trade then we 

do not contest this right.  

 
1.31 As part of the Charter renewal process the issue of the extent to which a commercial 

BBC Studios should retain IP rights will be subject to debate. As a non-qualifying 

independent producer, we would envisage that these would form part of commercial 

negotiation at the time of commissioning, as is currently the case for all non-qualifying 

independent producers. 

 
1.32 Before a final decision is made by the BBC Trust on this principle, greater clarity is 

needed on what the intention of it is. 

 

1.33 Under the Terms of Trade, although the BBC does not retain the IP to the content 

which it commissions from independent producers, it does gain significant value from it. 

 
1.34 Firstly – and most importantly – the BBC gets the UK licence for the programme for a 

period of two years, with a possible extension of 2 years for 2% of the licence fee. This 

includes use on BBC iPlayer for a period of 30 days.  

 
1.35 In terms of secondary rights, the BBC benefits from a revenue share on all 

secondary and international exploitation in perpetuity.  

 
1.36 The split for sales within the 5 year licence period (after the initial holdback period if 

the BBC wishes to enforce this) is 75%/25% in the producer’s favour. The profit 

generated from sales in the UK after the 5 year licence period is split 85%/15% in the 

producer’s favour, as are international (ex-UK) sales. 

 

1.37 In other types of secondary rights, for example book publishing, the BBC receives a 

25% share of profits without having to go to market. 

 
1.38 These revenue splits from secondary exploitation of IP created for first-transmission 

on the BBC generates significant revenues to the BBC beyond the initial value which the 

BBC receives from linear transmission of the content. It also generates value to licence 

fee payers by boosting the content budget for future BBC productions. It is the 

independent producer, rather than the BBC, which shoulders the administrative costs of 

IP exploitation in secondary markets. 

 
1.39 Pact has negotiated terms with the BBC in order to enable the BBC to secure the 

non-exclusive rights which it requires in order to launch its new Download to Own 

service, BBC Store. 

 

1.40 The length of the maximum holdback period varies by BBC channel. In order to 

ensure that producers are able to fully exploit the IP rights to the content which they 

create and as a means of combating piracy, Pact will seek to secure a reduction in 
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holdback periods in future Terms of Trade settlements. This would not only benefit 

producers, but also the BBC, which would receive an income from secondary and 

international sales. Most importantly, reducing holdback periods further would benefit 

licence fee payers in financial terms (as producers would be able to continue to invest in 

developing new programme ideas and in returning investment back to the BBC content 

budget). They would also be able to access content on different platforms more quickly. 

 
1.41 Another way in which the BBC benefits from independent producers retaining control 

of the IP rights because the producers invest these revenues back into the creation of 

original content. This happens at two stages in the production process – in research and 

development (the costs of which are often un-recouped) and in deficit funding of 

programme production. 

 
1.42 This money could not be invested into the creation of original content on the BBC if 

independent producers were not guaranteed control of their IP rights under the Terms of 

Trade. 

 
1.43  Producers are investing the revenues which they generate by exploiting their IP 

back into content, at the expense of their margins. In 2010, independent production 

sector margins were 13%. In 2013 they were at 5%, which is low by international 

standards. 

 
1.44 In a recent speech Tony Hall recognised that the BBC no longer fully funds the cost 

of production. In fact he noted that the BBC now funds less than 70% of the budget for a 

typical drama title, and less than 30% for the BBC’s big natural history series. The 

Director General spoke of co-commissioning and co-production as reasons why the BBC 

has been able to make 14 drama series for the amount that Netflix spent on the first two 

seasons of House of Cards. What he failed to mention was that this was only possible 

because independent producers often co-invested in creating these hit shows. 

1.45 Pact therefore does not accept that the BBC Trust should apply a principle that the 

BBC should have control over IP and content rights in order to retain sufficient value for 

the content which it commissions.  

 
1.46 For the reasons outlined above, the BBC gains significant benefits from the 

exploitation of IP by independent producers and this should be taken into account by the 

Trust when it conducts assessments of any future changes to the BBC’s content supply 

arrangements. 

 

1.47 As such, we suggest that this principle is removed from the list as outlined in the 

consultation document. 
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Question 2: taking each of the above five principles as they stand: 
 

(i) How far do you think the current content supply arrangements deliver 

on them? 

Television content supply 
 
1.48 The Window of Creative Competition (WoCC) is a useful regulatory intervention 

which has facilitated important competition between BBC in-house production and 

external producers. 

 

1.49 Since its introduction in 2007, the WoCC has served the purpose of increasing 

competition – and therefore value for money for licence fee payers – extremely well. In 

the majority of cases, when external producers have competed against the in-house 

teams, they have won the commission.  

 
1.50 Given that independent producers now win the majority of commissions available 

under the WoCC - 78% of available hours in 2013/14, and 100% of available hours in 

drama - we believe that it is now acting as a ceiling for competition, rather than a 

mechanism for fostering competition as was originally intended. This is not only bad for 

competition, but it is not serving the best interests of licence fee payers. 

 
1.51 If an independent producer brings a brilliant, creative and innovative drama script to 

the BBC, but it has not met its 50% in-house drama commissioning quota for the year, 

then it might favour an in-house production over this externally produced idea for no 

other reason than a legislative requirement. This cannot be in the best interest of licence 

fee payers.  

 
1.52 The future regulatory structure of BBC content supply should ensure that the best 

idea is always the one which makes it on screen, regardless of who makes it. 

 
1.53 As outlined in the report by Oliver & Ohlbaum which was published in summer 2014 

and is included as an annex to this submission, the estimated value of BBC opening up 

all of its in-house production (with the exception of news) to competition in the market is 

£575 million. We therefore welcome the ambition of the BBC’s proposals to open up 

BBC production, although we have several concerns about the way in which it intends to 

do this. 

 
1.54 Given the complexity around the BBC’s plans for the future of BBC studios, and the 

competition and state aid issues which are likely to arise, it is quite possible that the 

process of transitioning BBC production out to the market will take a number of years. As 

such, Pact considers that a reasonable interim step would be for the Window of Creative 

Competition to be extended to 50% of BBC output, with a 25% in-house guarantee and 

the 25% independent production guarantee remaining in place. 

 
1.55 The most appropriate time in order to consider the future of the WoCC would be 

during the forthcoming Charter renewal process and Pact looks forward to playing a role 

in this debate in the coming months.  
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1.56 Pact wishes to stress that, in the event that any in-house production is retained by 

the BBC, it is important that the WoCC (as well as the 25% independent production 

quota) is maintained in these genres. This is in order to secure value for money for 

licence fee payers and ensure that there continues to be a diversity of supply in the 

relevant genres.5 

 
1.57 We note, however, that without an in-house production department the WoCC 

becomes redundant. However, it is important to stress that we consider that regardless 

of the future structure of BBC production, the independent production quota remains 

relevant. It should therefore remain in its current form so as to continue to deliver the 

benefits of guaranteeing plurality and diversity of supply, as Parliament intended. 

 
1.58 In the digital content sphere, there is no WoCC. There is a 25% online quota for 

external production, but this is not split out between what is spent externally versus in-

house on content versus services. 

 
1.59 Without this data, it is impossible for us to comment on the effectiveness of the 

existing content supply arrangements with regards to digital content. Our analysis of the 

market, however, indicates that a greater proportion of this external online spend is met 

by outsourcing service contracts or small bespoke pieces of content (rather than entire 

projects) to digital suppliers. 

 
1.60 Because of the lack of a clear digital content strategy by the BBC, and lack of clarity 

about how the 25% external online quota is met, it is difficult to see how these principles 

could be assessed with regards to digital commissioning in the future. 

 
1.61 If the BBC wishes to develop and help sustain a thriving digital content supply sector 

in the UK, it must ensure that digital content providers retain control of their IP rights in 

the same manner as TV content producers. By exploiting these rights in secondary and 

international markets independent producers would be able to build bigger businesses 

and invest more money into R&D and content development, which would bring benefits 

to users of BBC content, as well as creating jobs and supporting economic growth.  

 
Digital content supply 
 
1.62 Pact’s view is the BBC should be more ambitious in the area of digital commissioning 

and recognise digital as a key future area of growth both in the UK economy and in 

terms of international sales potential. New media revenues in the UK have grown by 

more than 200% over the last year6 and sale of digital rights overseas is up by 72%7. 

1.63 However, the reality is that the BBC is missing the boat on digital, as many 

companies are now moving away from considering the BBC as a customer. Success, for 

example, in the form of growth around the Tech City hub in London has happened 

without BBC intervention. 

                                                 
5
 We note that at present, the BBC is proposing to retain current affairs, sport and children’s programming (as 

well as news) in-house.  
6
 Pact Financial Census and Survey (2014) 

7
 UK TV Exports Report 2013/14 with Pact, BBC Worldwide and ITV Studios 
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1.64 Despite this, there are still opportunities for the BBC to act as a catalyst for growth in 

the digital sector with a focus on commissioning digital content from independent 

producers and not just digital services or technical support. This consultation document 

quotes £450m as the current value of online public service content. With the continued 

year on year growth rate achieved through TV commissioning and the Terms of Trade 

over the last ten years, Pact predicts that similar levels of steady growth could be 

achieved through opening out further opportunities in digital. 

1.65 The BBC as a publisher broadcaster, including digital, would drive diversity and 

quality of content from a range of suppliers to the benefit of licence fee payers. 

1.66 Digital should be covered by Terms of Trade and digital producers should have the 

ability to own their own rights and be able to exploit these rights overseas. In a similar 

vein, we consider that all BBC Digital Content should sit under the Director of BBC 

Television, as TV content does. Pact also thinks that there is a case for abolishing BBC 

Future Media (which is primarily a procurer of marketing and infrastructure services) and 

putting this under the BBC Technology strand. 

1.67 In addition to being covered by the Terms of Trade, we consider that digital 

companies should be properly credited for their work through digital credits, similar to the 

requirement for producers of television content to be credited for making the programme 

when it is shown on a BBC television channel.  

1.68 Pact has heard reports that some digital content producers who work with the BBC 

are not even able to secure web statistics on the use of their own games. Producers also 

cite being asked for regular and additional requests for extra material for the BBC 

website without receiving any contribution towards this additional work. 

1.69 We consider that the BBC should commission more original digital content, rather 

just than ‘add-ons’ such as apps or games to existing shows where the BBC already has 

a stronghold on the IP for the programme.  

1.70 An alternative approach or a stepping stone towards a publisher broadcaster model 

would be to introduce a digital WoCC at 50%, which Pact believes would have an 

important impact by boosting innovation and creativity within the sector but also value for 

money for the licence fee payer. Fifty percent of the current BBC digital content spend 

would be a significant intervention and act as a catalyst in the market. 

1.71 In the debate around Charter Renewal, there should also be discussion around 

regional quotas for digital as there are for Out of London TV production. This would 

ensure a spread of spend across the UK and encourage existing hubs in Manchester, 

Birmingham and Dundee to develop too. 

1.72 It would be helpful if the BBC could clarify its definition of ‘digital content’ in 

commissioning and whether this includes web content, apps, twitter and Facebook etc. 

This would bring clarity to digital independent content producers of their rights and 

potentially, as a result of this, there would be greater fairness in the process. 

1.73 All the points made in this online content section should be considered within the 

context of a coherent and transparent BBC digital strategy over the next few years. This 
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would also outline how the BBC intends to engage with platforms such as Google and 

Facebook. 

1.74 In Pact’s view, these interventions as outlined would help an industry already with 

strong expertise to develop the BBC in the future, feeding in technology, skills and 

learning. 

(ii) Do you think that it is likely to change in the future given the 

developments in the market in recent years? 

1.75 Given that the BBC has not published any information about how it intends to move 

BBC Studios into a commercial enterprise, we are not able to comment on how the BBC 

is likely to deliver on these principles in its content supply arrangements in the future. 

 

1.76 Based on the information which is currently available, we have a number of concerns 

about the potential competition and state aid implications of these proposals. 

 
1.77 As a publicly funded organisation, it is not appropriate for the BBC to simply “lift and 

shift” its in-house department into a commercial subsidiary. This process would be 

extremely complicated and as such we believe that a hybrid approach should be adopted 

with regards to the transition. 

 
1.78 A report produced by Oliver & Ohlbaum for Pact (attached as an annex) outlined a 

number of ways in which the BBC could successfully transition its in-house production 

department into an external entity. It concluded that the most appropriate way of 

delivering this change would be to adopt different transitional arrangements for different 

departments. These approaches included: 

 Winding down BBC in-house over a period of time by first ending its ability to bid 

for new strands, and then waiting for the long-running strands to come to the end 

of their natural life cycle. O&O noted that this might make it impossible for BBC 

in-house to retain the key people necessary to manage the transition. 

 Contracting out the long running strands and ending the ability of BBC in-

house to compete for new work, which would need an open contracting process 

and might still make it difficult to retain staff in the short term. 

 Transferring BBC in-house to BBC Worldwide or a new commercial 

subsidiary could allow BBC Studios to compete for third party business 

effectively, but could conflict with BBC Worldwide’s strategic direction and core 

purpose and commit the BBC to a significant and potentially costly turnaround 

strategy for a £500 million activity. 

 A new public service subsidiary – making programmes just for the BBC but 

with any losses and development capital funded by licence fee payers. 

 Selling off BBC in-house with its current strands, either in whole or in part, 

would be feasible but would have to be managed in an open and transparent 

sales process and with certain guarantees from BBC commissioners on the 

continuation of its long running strands. 
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1.79 O&O assessed each of these options in turn (further details in the full report) and 

produced a table showing how different approaches might suit different genres. A 

summary table of their findings is shown below. 

 

Figure 2: O&O assessment of the transitional arrangements for BBC in-house 

production 

 
Source: O&O report for Pact, A New Age of UK TV Content Creation and a New Role for the BBC, August 2014 

 

(iii) How do you think the principles can best be fulfilled over the next ten 

years whether by regulatory changes or other means? 

1.80 As noted above, Pact welcomes the BBC’s objective to become more of a publisher 

broadcaster by outsourcing BBC in-house production during the next Charter period. 

 

1.81 This would, as identified by O&O, deliver benefits of approximately £575m to the UK 

creative sector over the next 10 year licence period. A summary of how O&O reached 

this figure is shown in figure 3 below. 
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Figure 3: O&O value impact summary of the BBC as a publisher/broadcaster

 
 
Source: O&O report for Pact, A New Age of UK TV Content Creation and a New Role for the BBC, August 2014 

 

1.82 Although Pact welcomes the BBC’s intention to move in-house production outside of 

the BBC in future, the devil will be in the detail. It is therefore impossible for us to 

comment further until such a time as the BBC publishes its proposals and presents them 

to the BBC Trust. 

 

1.83 From what little information is in the public domain, there are already several areas 

where we do not agree with the BBC’s proposals. 

 
1.84 Firstly, we consider that long-running strands cannot be automatically handed over to 

BBC Studios if it were to become a commercial entity. To do so would have implications 

for state aid rules, as this would mean that IP which had been created with public 

support, from licence fee funding, would be used to support commercial enterprise.  

 
1.85 Next, we do not support the BBC’s view that current affairs, sports and children’s 

programme production should remain protected genres within the BBC. Independent 

producers have a strong track record of producing innovative content in these important 

PSB genres and we see no justification as to why they should not also be put out to 

commercial tender. As noted above, if these genres were to remain part of an in-house 

guarantee then it is important that the independent production quota and the WoCC are 

also maintained. 

 
1.86 Pact does not contest the BBC’s decision to retain news production in-house. 
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1.87 Given the regulatory complexity of competition and state aid issues it is likely that, if 

approved, the implementation of the BBC’s plans for the future of BBC Studios will take 

several years. As such, Pact considers that a reasonable interim step during this Charter 

renewal process would be for the WoCC to be extended to 50% of BBC output, with a 

25% in-house guarantee and the 25% independent production guarantee remaining in 

place.  

   
1.88 This would ensure that the WoCC does not act as a barrier to the BBC being able to 

secure the best programme for licence fee payers, regardless of who makes it, in the 

years to come, whilst at the same time guaranteeing a certain level of in-house and 

external production until such a time as the future of BBC in-house production is 

determined. 

 
Question 3: Are there genres of programming or types of content which justify 
a different approach? 
 
1.89 Pact does not consider that there are any genres of programming (other than news, 

as mentioned above) in which these principles, if amended as suggested above, should 

not apply. If identified correctly, then the principles on which the BBC Trust assesses the 

merits of BBC content supply should apply equal to all BBC content and services, 

whether it is produced in-house or externally. 

 

 

 

 

Question 4: please let us know whether you have any views on the relationship 

between the BBC’s public services and its commercial activities in its content supply 

arrangements and how the necessary separation can best be maintained in the future. 

 

1.90 Pact supports the BBC Trust’s proposed principle that the BBC must maintain 

appropriate separation between its publicly funded activities and its commercial services. 

 

1.91 In our response to the BBC Trust’s recent commercial services framework review, we 

noted the following issues which we consider remain appropriate 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. 

 

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

BBC commercial services prior to their launch. We note, however, that 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.  

1.93 Next, in order to ensure that there is sufficient separation between the BBC’s publicly 

funded and commercial activities we consider 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. 

Principle 6: maintain appropriate separation between publicly funded BBC activity and its 
commercial services. 
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1.94 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 the 

BBC’s 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 is accounted for 

in terms of content production. 

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

we think it would be appropriate for the BBC Trust to conduct regular benchmarking 

exercises between the BBC's activities and those of other similar companies in the 

market.  As noted above, we have asked for the BBC to publish this data but to date it 

has not done so. 

1.96 In order to ensure that there is sufficient separation between the BBC’s publicly 

funded and commercial activities with regards to the governance of content supply, it 

may be appropriate for 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.  

1.97 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 (or other 

appointed regulatory body if appropriate in the future) would asses the issue prior to 

approving the activity.   

 

1.98 By adopting each of these measures the BBC could ensure that it meant the principle 

set by the Trust to maintain appropriate separation between publicly funded BBC activity 

and its commercial services. 


