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  EXECUTIVE SUMMARY 

Overview 

General Conclusions 

A shift by the BBC towards becoming much more of a publisher broadcaster could yield considerable 
potential benefits for the UK creative sector and the BBC Licence Fee payer and is, therefore, worthy of 
full and fair consideration. 

Continuation of the BBC’s gradual withdrawal from non-news programming making in the UK, which has 
seen in-house share of output decline from 77 percent in 2000 to c52 per cent in 2013, in an orderly 
manner would bring significant benefits of specialisation and strategic focus to three British success 
stories within the global TV sector, namely: 

 UK based and/or centred independent production companies (“indies”) could gain a wider 
portfolio of programming IP and formats to continue driving this very successful global business 
specialisation forward, while sourcing its material from a broader spread of regional clusters 
across the UK; 

 The BBC could focus on ensuring its programming delivers value for money and achieves its 
public purposes  drawing from the widest source of creative organisations without the need to 
consider: (1) programming sourcing quotas, (2) increasingly compromising internal production 
guarantees or targets or (3) managing a £0.5 billion production business; 

 BBC Worldwide could continue with its strategic focus on making the most of being the largest 
global TV distributor outside of the US Studio system and develop the channels and B2C 
services necessary to maintain and grow the BBC’s brand and reputation in the 21st century 
globalised TV market. 

The optimal way of transitioning 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 (specifically those most useful to its channels 
and rights distribution strategy); and, spinning off the remaining departments through a series of 
management buyouts accompanied by output deals and first look rights arrangements where appropriate 
to help expand the number of strong medium sized independent production companies in the UK to help 
counter market consolidation. 

At a very broad level (and subject to more information from the BBC through the planned BBC Trust 
Review) an initial analysis suggests that a switch of BBC-house production to the external production 
sector through a combination of these four methods could provide a value boost to the UK TV creative 
sector of approaching £600m

1
 including a reduction in the net programming costs to the BBC of current 

output by £35m per year.  Overall, once account was taken of the likely corporate overheads savings at 
the BBC but the increasing commissioning resources that might be needed to operate as a publisher 
broadcaster, the BBC licence payer could be £30m a year better off in financial terms or £470m in net 
present value terms in 2017.  

Over and above the potential positive financial impact viewers should benefit from a wider range of 
creative ideas and the likely refreshment of a host of long running strands in the BBC schedule. This 
would be likely to add significantly to the £30m a year financial benefit to BBC licence payers. 

                                                      

1
 This is the net present value of the expected extra revenues and reduced costs from the move to publisher broadcaster. Net 

present value is takes the extra cash flows in each year based on a projected growth rate and discounts them at an appropriate risk 
adjusted interest rate to convert them to a value in 2017 that would be the equivalent of these future cash flows if you had to go and 
“borrow” against them in 2017. 
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While there are a set of legitimate public service and practical concerns raised by this move towards a 
publisher broadcaster model, they can be dealt with through specific initiatives and behavioural changes 
by the BBC as a programme commissioner/buyer. 

Value to the Creative Sector and BBC Licence Payer 

To calculate a more precise value of the increased specialisation and focus that a move to publisher 
broadcaster would bring to the UK creative sector needs greater access to internal BBC performance 
data and information than was available to O&O for this report, but the areas of monetary benefit for the 
whole UK creative sector including the BBC are likely to include: 

 Increased global format exploitation export revenue for the UK TV sector and the economy given 
the indie sectors greater focus on developing and producing local versions of formats with global 
appeal (current performance suggests an extra £120m in revenue and £12m of profits with a net 
present value going forward of £140m in 2017); 

 A greater level of third party distributor investment in BBC programmes (either from BBC 
Worldwide or independent distributors) worth £12m a year in 2017 with a net present value going 
forward of £185m

2
; 

 A refocusing on BBC Worldwide investment and resources to channel development, B2C on 
demand services and acquiring and distributing content rights around the world yield increased 
margins of £10m a year, with a net present value of £155m in 2017; 

 Reduced programme prices through increased competition and efficiency yielding a £10m 
reduction in costs to BBC controllers with a net present value of £155m in 2017; 

 Reduced net overheads based on a comparison of independent producer overheads with 
estimated attributable BBC overheads, worth £15m a year and £240m in net present value in 
2017; 

 Adjacent exploitation revenues from exploitation of the IP associated with these formats through 
new media and ancillary activities at the level already achieved by the indie sector worth another 
£6m in annual profit with a net present value if 2017 of £80m. 

This leads to a total of potential gross  benefits to the creative sector of £65m a year and a net present 
value of £955m in 2017. Set against this would be an estimated increase in BBC buy side commissioning 
capability and costs of £20m a year with a net present value of £380m, leaving a net annual benefit to the 
creative sector of £45m with a net present value of £575m in 2017. These estimates are set out in Figure 
1 below.  (Net Present Values are calculated based on the 10 year likely cash flow/profit benefit and a 
terminal value in year 10 based on the perpetuity value going forward. Each net present value calculation 
has a different discount rate based on execution risk and likelihood, and a different long term growth rate 
based on the relevant dynamics of the relevant cost/revenue based activity – more detail is provided in 
Section 7 of the report). 

 

 

 

 

 

 

                                                      

2
 The net present value for this area is higher than the previous area even through the 2017 cash flow benefit is the same due to a 

different growth rate and discount rate applied 
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Figure 1: Value Impact Summary – BBC as Publisher Broadcaster 

 

For the BBC, the net benefit per year is likely to be £30m, with a net present value in 2017 of £470m. This 
includes reinvestment in BBC programming (with lower prices to commissioners) of £35m a year as the 
additional revenues to the indie sector and BBC Worldwide are shared with the BBC programme buyers, 
and with the £20m a year of extra spending on commissioning capability offset by a £15m a year net 
reduction in overheads from the transfer of production to the external sector. 

Dealing with PSB and Practical Concerns 

A number of Public Service Broadcasting (PSB) issues and concerns could be raised by a transfer of 
production to the external sector, namely: 

 Reduced investment in training; 

 A shift of production activity back to London; 

 A lack of long term R&D for bolder and bigger projects and more lateral ideas; 

 A decline in PSB programme making values; 

 An over-emphasis on export potential versus the needs of the BBC licence payer; and 

 A lack of ability to pursue cross media benefits of scope with remaining in house radio and new 
media production. 

These potential Public Service Broadcasting (PSB) can be largely met with alternative and more 
transparent arrangements such as: 

Annual Revenue 

Value

Annual Value 

net of Cost

Net Present 

Value

Extra format business development from the in-house 

BBC portfolio
£120m £12m £140m

Extra investment from BBC Worldwide / indie 

distribution into BBC portfolio for secondary and 

ancillary rights
£12m £12m £185m

Refocus of BBC Worldwide to channels and digital 

developments from formats and content
nil £10m £155m

Reduced prices to BBC commissioning in addition to 

(A) & (B) redirecting into more content investment
£10m £10m £155m

Reduced BBC corporate overheads, recycled into 

programmes
£15m £15m £240m

Adjacent growth of indie sector into related content 

areas with BBC portfolio
£30m £6m £80m

TOTAL BUDGET £187m £65m £955m

Increased commissioning and editorial resources (£20m) (£20m) (£380m)

NET IMPACT £167m £45m £575m

A

B

C

D

E
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 Direct funding of training bursaries across the BBC’s supplier base to ensure levels of investment 
in direct off the job training is maintained (the external sector already invests in a considerable 
amount of on the job training and talent development); 

 A targeted policy of commissioning from the regions with the aim of establishing a critical mass of 
indie supply in those regions – going beyond existing Out of London quotas to deliberately 
establishing creative hubs of independent producers with the critical mass to locate and remain in 
the relevant regions; 

 Greater funding of programme idea and initial treatment development by BBC commissioners to 
work with indies to develop PSB focused ideas and content (building on the independent sectors 
proven ability to produce already established heavily PSB genres such as Current Affairs, Factual 
and Arts); 

 Working with public bodies and not for profit programme providers along the lines of the current 
successful Open University arrangements but extended to work with the growing audiovisual 
enterprises of leading educational and cultural institutions; 

 A shift in the skill base and focus of BBC commissioning from the current focus on schedule 
optimisation and audience maximisation towards more direct editorial involvement and executive 
producer roles (and the recruitment of individuals with previous content development experience 
into these roles); 

 A greater use of smaller and more specialist UK based independent producers to prevent the 
undue influence of US led broadcaster groups on the UK content sector (NB: international 
broadcaster owned production groups become non qualifying independents and, therefore, would 
not qualify for an enlarged indie quota leaving more opportunities for non-broadcaster owned 
indies); 

 Long term contracts with indies for schedule regulars with appropriate incentives for improvement 
and review and renewal processes (as the BBC currently implements with strands such as 
Question Time); 

 Working with indie TV producers to encourage their expansion into audio and online content and 
help ensure the breadth of independent supply across all media. 

 
In addition to the PSB issues there are a number of more practical and expedient concerns that could 
arise out of a transfer of in house BBC production to the external sector. They include: 
 

 Potential damage to BBC Worldwide and the in-house content pipeline dries up; 

 The loss of key long term BBC franchises in the transfer from BBC in-house to the external 
sector; and 

 Over reliance on non UK owned super-indies increasingly owned by global broadcasting groups 
aggressively retaining as many rights as possible 

These practical and expedient objections are either probably over-exaggerated or can be dealt with, in 
particular: 

 BBC Worldwide’s recent strong performance and strategic refocus suggests it could survive and 
thrive without an on-going long term future commitment to BBC in-house commissioning; 

 The BBC – through BBC Worldwide investment - should be able to secure more secondary and 
ancillary rights from international broadcaster owned external producers – should BBC Worldwide 
be successful in growing its global distribution, channels and B2C on demand activities – as such 
producers do not enjoy PSB terms of trade; 
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 Direct encouragement of small producers and new entrants through ear marked commissioning 
budgets and possibly a similar small producer growth fund to that being adopted by Channel 4 
(and probably developed through BBC Worldwide), could be adopted to avoid too much reliance 
on a consolidated and internationally owned indie sector; 

 Contracting out and maintenance of existing long running strands could be handled effectively if a 
long enough period of transition is allowed and yield benefits in terms of editorial refreshment and 
cost reduction; and 

 It would be possible to arrange for the IP in contracted out pre-existing long running BBC strands 
to be shared between the indie and BBC Worldwide, or at least for the proceeds of any 
exploitation revenues to be shared differently to new indie IP within the current terms of trade 
framework to the benefit of the indie sector and BBC Worldwide. 

Getting the Transition Right 

The exact form of transformation to a publisher broadcaster would need more work and analysis (each 
would clearly need to start with a change or abolition of the in-house guarantee system), in particular five 
options (which are not necessarily mutually exclusive) would need further assessment: 

(1)  Winding down BBC In house over a period by first ending its ability to bid for new strands, and 
then waiting for the long term strands to come to the end of their natural life – but this might make 
it impossible to retain the key people necessary to manage the transition. 

(2)  Contracting out the long term strands as well as ending the ability of BBC departments to bid for 
new work; which would need an open contracting process and might still make it difficult to keep 
key people in the short term. 

(3)  Transferring BBC in-house to BBC Worldwide or new commercial subsidiary (perhaps to sit 
alongside BBC Worldwide’s growing non UK production businesses) could allow BBC 
Productions 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 £0.5 billion activity; 

(4)  A New Public Service Subsidiary (making programmes just for the BBC but with any losses 
and development capital funded by licence payers); 

(5)  Selling off BBC in-house with its current strands – either as a 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, 
which might hamper the editorial freedom of the commissioners. However, any sales process 
could also favour Management Buy Outs (MBOs) with retained BBC minority shareholdings, 
distribution agreements with BBC Worldwide and change of control provisions that could all help 
ensure these groups added to the diversity of the UK supply base and continued to fit overall 
BBC strategic objectives. 

BBC Director General Tony Hall’s recent speech – “Compete or Compare” – suggested that Option 3 
would be the BBC’s own preferred course of action for the entire £500m BBC production business.

3
 

While a bold move, if such a large scale transfer of BBC Production to a commercial arms-length 
subsidiary is to achieve the almost £600m in benefit to the creative sector and the £470m benefit to the 
BBC outlined in this review it would  have to be accompanied by: 

 A completely level playing field in competition for each programming slot, including the 
competitive tendering of existing BBC long running strands; 

                                                      

33
 Compete or Compare” – a speech by Tony Hall – Director General of the BBC, at the City University Seminar on the Future of the 

Licence Fee – July 9
th
, 2014 
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 The transfer of as many support and management functions directly into the new production 
subsidiary with any remaining cross charges from the BBC being transparent and subject to 
outside scrutiny to ensure no cross subsidy; 

 A similarly transparent and accountable approach to any investment from BBC Worldwide into 
the arms-length BBC Production subsidiary (even if that subsidiary ends up as part of BBC 
Worldwide); 

 An even-handed commissioning process with no asymmetries in the information provided to in-
house and external producers or the commissioning processes that apply (if the BBC wants to 
develop more long term symbiotic relationships with a group of producers through seed funding 
etc. this should be evenly spread across the wholly owned subsidiary and external producers); 

 Annual reporting on the profits or losses of the arms-length subsidiary with a willingness to close 
down unprofitable production activities/departments or spin them off to the external sector if that 
course of action would be of benefit to the BBC licence payer; and 

 Careful allocation of assets and liabilities to the new arms length subsidiary, and a structuring of 
commission contracts in line with the external sector to ensure the new subsidiary does not gain 
access to low cost capital through beneficial terms with which it could unfairly acquire or compete 
with rivals. 

In terms of the likely transfer of the entire BBC Production subsidiary to BBC Worldwide rather than as a 
new standalone activity, there are two additional concerns. First, as intimated above, whether it would be 
feasible to maintain a level of transparency in terms of BBC Worldwide’s investment in the productions of 
the new BBC Production activity. Second, whether BBC Worldwide could maintain its momentum in 
developing a global channels, B2C on demand and programme distribution business if it had to absorb a 
£0.5 billion (and probably initially loss making) production division in the next 3 to 5 years. (It took ITV 12 
years to turn its internal production division into a successful growth standalone global production group 
and helped by significant acquisitions of UK and US indies). 

Due to the above concerns and an initial assessment of each genre based in-house production 
department, this report suggests a more mixed approach to the transfer of in-house BBC production 
might be optimal driven by the current strengths and PSB purposes of the various genre based 
production departments – (1) with some being wound down where external supply is sufficient and the 
BBC in-house department appears to be  weak e.g. Entertainment, (2) others – which are important 
drivers of sales and distribution market leverage or which underpin BBC Worldwide’s core channel and 
B2C brands – Brit, BBC First and BBC Earth – transferring to BBC Worldwide – e.g. drama series, natural 
history and some factual entertainment, (3) while some are spun off – probably in the form of MBOs with 
a BBC output deal to underpin the financing, while (4) still other departments have their main long running 
strands contracted out through a series of tenders over an extended period. The initial assessment is 
outlined below in Figure 2. A fuller explanation of this approach is in Section 8 of the report.  
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Figure 2:  An Initial Assessment of the Transformation Options for BBC In-house Production by Genre Group 
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The story so far 

An Emerging Global Challenge 

The $400 billion world TV sector
4
 is still growing but also becoming more dominated by global business-

to-business (B2B) trade flows through programming rights, international channels and the international 
formats business and reinforced by increased offshoring in content creation. 

The UK’s strengths within the current TV system come from its uniquely risk-taking PSB TV ecology – 
providing the R&D for the world’s TV system – the role of the UK indie sector in transferring that 
intellectual property (IP) around the world effectively through the emergence of the super-indies

5
, its 

broad and deep skills base in the creative sector – and the strength and reputation of some of its leading 
media brands – most notably the BBC. 

Going forward the next few years are likely to see the emergence of more business-to-consumer (B2C) 
global TV operators with the likes of Netflix and Amazon Prime being joined by Google, Microsoft and 
Apple, with 21

st
 Century Fox, Comcast, Liberty Media, Vodafone and Telefonica etc. responding in kind. 

UK policy needs to ensure that each of the UK’s assets and strengths are used in a complementary and 
mutually reinforcing way to respond to the challenges ahead – the UK indie sector and the BBC in 
particular need to work together to reinforce each other. 

The UK indie sector success story 

The UK independent TV production sector has been one of the great success stories of the UK creative 
industries in the early 21

st
 century. 

The sector has more than doubled in size since new terms of trade were introduced in 2003, handing 
independent producers their own secondary and ancillary rights – an annual growth rate of 6.6 per cent a 
year despite the long recession between 2008 and 2013

6
. 

More specifically, the UK indie sector has doubled its recent £1.5 billion year of UK commissions from 
PSB networks and multichannel TV into a £3 billion global content creation and rights exploitation 
business, helping to keep the cost of new commissions to broadcasters in the UK down (by contributing 
c£200m in gap financing) and building a strong global UK centred business

7
. 

Much of this content creation multiplier had been achieved overseas, with one third of all UK indie sector 
sales now coming from outside the UK, compared with less than 15 per cent of sales in 2004. 

Despite recent consolidation of the sector in the UK and globally, the UK independent sector – often 
helped by the UK broadcasters’ focus on new ideas and talent – has continued to renew itself with 
producers and executives leaving established companies to start up new ventures – about one fifth of all 
UK commissions are from companies with annual turnover of less than £25m – barely changed from five 
years ago

8
. 

Within the larger international groups, UK IP creation and UK based senior business and creative 
executives still play a central role in the overall strategy and direction of the companies – UK creative 
hubs remain the single most important source of IP development and jobs – helped in no small part by 
the commissioning priorities of the main PSB commissioners 

The UK indie sector’s success in going global has helped spur others into action – where they led in 
terms of global production and IP networks, ITV Studios and the BBC Worldwide have followed. 

                                                      

4
 O&O estimates based on national market figures from PWC, OBS, Broadcaster Annual reports and accounts, 

5
 Super indie being defined as a company with more than £70m of UK commission income 

6
 Pact Census 2014 

7
 Ibid 

8
 Ibid 
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The UK indie sector has proved more than capable of creating and making the entire range of UK 
programme types across all genres, and including heavily PSB type output.  

Timely and Appropriate Policy Intervention  

The success of the UK indie sector has been achieved by a series of timely and thoughtful policy 
interventions starting with the establishment of Channel 4 as a publisher broadcaster in 1982, expanded 
through the establishment of independent producer quotas for all PSB broadcasters in the 1990 
Broadcasting Act, and finally through the encouragement of new terms of trade between PSB 
broadcasters and independent producers in 2003. 

The established vertically integrated PSB broadcasters have not always welcomed these policy 
interventions – at least at first. 

The BBC has a track record of resisting policy change initially, only to embrace that change a few years 
later. The BBC struggled to implement the initial quota, trying to meet it at first by contracting out a few 
existing strands with large output but low IP – such as sports event coverage and daytime quizzes – and 
trying to force indies to use in house BBC facilities. 

When the failure of this policy led to a cash crisis at the BBC in the early 1990s, it then embraced the 
indie sector as a way to drive out inefficiencies in its own commissioning and production activity through 
its Producer Choice system – which for the first time established whether in-house production 
departments made losses or surpluses. 

This rapprochement with the indie sector was short lived, however, having used the independent sector to 
put pressure on its in house department costs it still commissioned less than 30 per cent of output from 
the sector (barely above the quota) and took an aggressive stance on rights retention and commission 
pricing, leading to a crisis across the indie sector at the turn of the millennium. 

Changes to terms of trade designed to give the indies the chance to retain rights while also obtaining a 
reasonable price for the initial commission were only accepted by the BBC with the threat of direct 
legislative intervention by Ofcom and the UK Government. 

Once terms of trade were introduced in the UK, and a more financially robust independent sector finally 
had the resources to expand and recruit and keep the best talent, the BBC embraced the sector, opening 
up another quarter of all its commissioning to direct competition between the indie sector and its own in-
house departments through the WoCC (the Window of Creative Competition) – and then emulated it, by 
establishing its own global content production business within BBC Worldwide – with both overseas 
production companies and minority stakes in a raft of new indie start ups.  

A Win:Win for the UK TV Sector and Licence Payers 

The transfer of content commissioning to the indie sector and crucially the transfer of secondary and 
ancillary rights to the indie sector on reasonable and transparent terms, helped the sector attract the 
capital it needed to grow, and brought new strategic focus to the global exploitation of UK IP. 

This focus contrasted with the previous preoccupations of the broadcaster owners of IP which were more 
about controlling re-use of programming in their core UK market and trying, largely unsuccessfully, to 
build broadcast and B2C businesses of scale overseas. 

The indie sector has effectively built a new business which previously did not exist based on a 
combination of exploiting rights to existing programmes, international expansion in production driven by 
owned formats, and more recently expansion into the international co-production and global 
commissioning market with global channels such as Discovery and MTV, and subscription video on 
demand (SvoD) platforms such Netflix and Amazon Prime. 

This has created a win:win for the UK creative community and broadcasters with (1) the indies creating a 
£3 billion business from £1.5 billion of UK commission spend (the creative IP multiplier) and (2) the 
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broadcasters able to refocus more of their efforts on international channel and B2C service expansion, 
buying the rights from the independents where needed. 

The attraction of risk capital into the indie sector and their success in exploiting UK IP globally directly, 
has helped keep programme commission prices down – evidence suggests that on a like for like basis 
commission prices have been largely flat in nominal terms since 2006 – in real terms they have, 
therefore, fallen by about 10 to 15 per cent over the period – this has been to the benefit of the BBC and 
their licence payers as well as other broadcasters (the period has seen no lessening of BBC 
commissioned programming’s ability to win prizes at home and overseas, and most surveys suggest that 
the perceived quality of the BBC’s output is as high as ever). 

In fact, the existence of a large and financially robust indie sector allowed the whole PSB broadcasting 
system to survive the deep media recession of 2008 to 2011 while still commissioning a wide range of 
originated material. A survey for Pact in 2009 found that independents had seen like for like programme 
prices fall by 4 to 5 per cent a year in both 2008 and 2009, something they accepted in return for 
continued commitment from the PSB broadcasters to commissioned output. 

The continued investment by the BBC and other PSBs into a wide range of programme types and a wide 
ranges of strands and different types of IP helps create both the pipeline of IP and the consumer testing 
of that IP (on air) that the indies need to promote their programming globally. Evidence suggests the UK 
transmits more new TV ideas a year than any other TV market in the world.

9
 

This creates a win:win for broadcasters and producers – the producers get to try out a wide range of 
ideas with a proven audience demand each year, while broadcasters get more cost effective 
commissioning through the use of indie risk capital and IP revenue flows globally.

10
 

The Recent  Acquisition of Leading UK Indies by Global Broadcasters is More of an Opportunity 
for the Sector than a Threat 

In the last few years four leading independent production groups have been – or are about to be – taken 
over by international broadcaster groups – mostly from the USA. Shed was part acquired by Warner 
Brothers International TV in 2010, and then fully acquired in 2014. All3Media, the UK’s largest 
independent group, which had been private equity owned since a buyout in 2002, is in the process of 
being acquired by Discovery Networks and Liberty Global (owners of Virgin Media), while Shine Group 
was acquired by News Corp in 2011, and has recently announced a plan to merge or part merge with 
Endemol under the wing of the newly formed 21

st
 Century Fox group in 2014. 

But this is far from the disaster for the UK indie sector that some commentators have suggested. First, 
together these groups only account for about 21 per cent of all commissioned non news programming on 
the five PSB networks – BBC in-house and ITV Studios account for about 48 per cent between them.  
Even if the output of other smaller US studio owned indies in the UK is added – i.e. NBCUniversal 
ownership of Carnival and Sony ownership of Celador – the share is still barely above 22 per cent. 

Second, the UK based creative teams are likely to remain at the core of these companies going forward 
due to the UK PSB system’s unique taste for risk, and the track record of key UK based executives and 
creative teams in these organisations. By creating a broader global platform for UK creatives this is likely 
to make the UK creative sector more influential not less influential in the future, and allow them eventually 
to attract the capital to set up new global indie groups. 

Third, these companies acquired by broadcasters and their current output lose their qualifying 
independent status (with a two year lag) once taken over by groups who own broadcasters in the UK (and 
they all do own UK broadcasters). This creates more room for new UK companies to emerge and fulfil the 
25 per cent independent quota across all PSB channels. While this may cause a short term headache for 
an organisation like the BBC which has sandwiched non qualifying external broadcasters between the 

                                                      

9
 O&O analysis of main commissioning broadcasters in the USA , and major European markets suggests that UK PSB networks 

have higher proportions of new programming in each year then their peer group in these countries 
10

 The most recent study of the 100 most successful formats in Europe in terms of the broadcast revenues they attract over the last 
5 years suggests that about 40 of the 100 were initially sources for UK producers, more than any other country – TV Formats in 
Europe -2014 – ETS. Madigan Cluff and Digtial TV Research  
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indie quota and their own large in–house guarantees, in the longer term it should encourage a move to 
commission more from new entrants in the UK indie market even if it also might mean reducing the 
supply of in-house material. These companies also lose their terms of trade protection, giving the PSB 
broadcasters the opportunity to retain more rights for their own distribution and secondary and 
international channel outlets if they so wish. 

The Main Threat is From Excessive Vertical Integration By Organisations with Significant Share of 
Supply and Demand for Originated Programming in the UK 

The main threat from the move by international broadcasters to acquire leading super indies comes not 
from their market share – where none individually account for more than 14 per cent of all network 
commissions

11
, but possibly from a combination of a high share of market supply with a high share of 

commissioning spend. Such a position across both supply and demand in the commissioning market, can 
create both the ability and the incentive for such groups to squeeze the truly independent sector to the 
benefit of both their own production activities and their broadcast interests.  

The only groups in the UK to enjoy a high share of programming spend and a high share of programme 
supply in the UK market are still the BBC and ITV, with shares of spending of 38 per cent and 23 per cent 
respectively and shares of supply of 21 per cent and 27 per cent respectively in terms of all hours and 25 
per cent and 16 per cent in terms of peak hours. The international broadcasters collectively only account 
for about 14 per cent of all originated content spending in the UK, and their owned production groups only 
account for 22 per cent of supply to the main PSB networks. The largest of the broadcaster-producer 
groups only accounts for  an estimated 10 per cent of spending and 14 per cent of all day supply and 11 
per cent of peak time supply to the PSBs.

12
 

The BBC and the independent sector today 

The BBC As Commissioner – A Vital Source of Funding and Risk Taking 

The BBC’s not for profit status and comparative security of funding allows it to spend a high proportion of 
its income on content – higher than if it were a commercially funded broadcaster, and higher than it if it 
were a profit maximising broadcaster. The BBC spends 76 per cent of attributable licence fee income on 
TV content compared to 53 per cent of income at Channel 4, 43 per cent at ITV and just 34 percent at 
BSkyB. This brings significant benefits to the UK indie sector.

13
 

The BBC has recently embarked on a plan to ensure it keeps spending a high proportion of its income on 
content by targeting overheads and management layers in spite of being given new obligations such as 
BBC World Service Monitoring and UK broadband roll out in the last licence fee review. While these 
additional duties may have other public purposes, they have less direct impact on the health of the UK 
content sector and its ability to generate value globally. The freezing of the BBC licence fee in 2010, and 
its new non programming obligations, effectively cut the monies in real terms available to content and 
services by 26 per cent up to the end of the current Charter.

14
 

The BBC is the most important commissioner of new TV content in the UK, spending about £1 billion a 
year on non-news commissions

15
. As important as the quantum and relative security of the investment is 

the range of output that the BBC commissions. Not only does the BBC’s commissioning cover a broader 
range of genres and strands within genres than commercial broadcasters, it also combine one-offs and 
short runs with remarkably long-lived titles, and the BBC shows a particular willingness to revive, refresh 
and resurrect long standing UK IP – something commercial broadcasters can often be less willing to do. 

                                                      

11
 Shine, Endemol, Love  and Core Media, should they combined in 2014 plus Love Productions would  have accounted for 14 per 

cent of originated commissions on the 5 main PSB networks in the UK in 2013 
12

 Sky channels and Fox channels combined spending and Shine, Endemol, Love Productions and Core Media combined 
13

 O&O analysis of broadcaster accounts and presentations and Ofcom Reports 
14

 Statement by BBC Director- General to the House of Commons Select Committee 
15

 O&O analysis of annual reports, presentation and Ofcom reports 
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The BBC As Provider of Programmes – Guarantees of output, lack of Success in the WOCC and  
Limited Transparency 

BBC in-house currently provides an estimated £466m of commissioned (non news or news related) 
output – about 52 per cent of all BBC commissioned hours, plus BBC Production attracts approximately 
£60m of investment from BBC Worldwide – this makes it larger than any UK indie group in the UK, and 
larger than ITV Studios.

16
 

Compared with other typical large producer groups, BBC in-house has a very large proportion of output 
tied up in long-running and/or large volume strands such as EastEnders, Casualty, Holby City, Doctors, 
the One Show, Antiques Roadshow, Crimewatch, Countryfile, Top Gear, Dr Who etc., in addition it also 
manages longer strands with the occasional independently produced episodes – such as Imagine, 
Horizon, the Culture Show etc. 

Financial details on BBC Productions employee numbers, staff costs and financial surpluses or deficits 
are not available for public scrutiny. The BBC releases no performance indicators on the in-house units – 
such as re-commission rates, pitch conversions, development of international formats etc. (hence the 
request for more information from the BBC in these areas within this report). 

BBC Production is currently protected by an in-house output guarantee scheme which averages 50 per 
cent across the BBC’s output but varies considerably between genres depending on the BBC’s historic 
output and ongoing priorities – so it is considerably higher in Children’s, Drama and Current Affairs for 
example, and lower in Comedy, Entertainment and Factual. 

With the BBC as a whole now sourcing about 48 per cent of its output from external producers
17

, very 
near to the in-house guarantee maximum, and a large proportion of the in-house output being tied up with 
long running BBC strands, the existence of the guarantee is very likely to be constraining a significant 
number of sourcing decisions by BBC commissioners at the margins (i.e. they have no choice but to use 
BBC in-house for a large proportions of new commissions). 

The rationalisation of BBC Production across the UK to reduce overheads and make the organisation less 
London focused has reduced the scope for internal competition between BBC departments for these new 
commissions, which the BBC is trying now to solve by asking departments to pitch outside their core 
genre focus. 

The existence of so many long term and high output BBC strands within BBC in-house gives a scale and 
certainty advantage which should – other things being equal – have enabled them to do better at 
protecting their share of the WoCC than has been the case. The fact that they have only managed to 
secure about 20 per cent of commissions within the WoCC versus the external sector’s 80 per cent may 
suggest that BBC in-house departments have effectively been happy to seek safety in a two part market 
rather than seek to grow their market share within the BBC. 

The continued allocation of so many long term strands to BBC in-house – with no extended programme of 
contracting out such strands – has probably denied the indie sector exactly the kind of output that can 
create more certainty in their business activities and thereby underwrite their risks, potentially reducing 
their cost of capital. 

The BBC’s more limited use of the indie sector in genres such as current affairs and arts programming – 
where they are also the UK’s leading PSB buyers – constrains the indie sector’s ability to compete and 
achieve critical mass in these genres – the indie sector’s claimed failings in these areas in terms of their 
ability to address PSB programming issues and approached may, therefore, be something of a self-
fulfilling prophecy – a similar observation can be made of its commissioning outside of London, where the 
indie sector’s lack of scale and commitment could be said to be a result of BBC in house policy and not a 
justification for it.  
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 O&O analysis of BBC output and market information on commission prices and annual report and accounts of ITV and leading 

super indies 
17

 BBC Biennial Review of the WOCC – 2013 and recent statements on 2013/14 performance plus O&O Programme Database 
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While it is certainly the case that the prohibition on BBC in-house production making programmes for rival 
channels in the UK reduces the potential leverage of BBC Production with the BBC commissioners (they 
can not take an idea elsewhere in the UK) and may make it more difficult to attract the best talent, it is far 
from clear whether this is the cause of their failure to win a higher share of the WOCC given their other 
advantages in terms of proximity to BBC commissioners and track record of PSB content production. In 
addition, BBC production staff have been able to move in and out of the BBC Worldwide Content and 
Production division for the last 10 years and effectively to take ideas to overseas broadcasters since that 
time. 

BBC Worldwide – Working with the Indie Sector, Refocusing its Priorities 

The introduction of indie terms of trade in 2003 and the WoCC in 2006, has done little to dent BBC 
Worldwide performance despite the BBC proportion of output made by in-house departments falling from 
70 per cent in 2004 to 54 per cent in 2012. Worldwide has grown its sales by 70 per cent and gross profit 
by 93 per cent over the period.

18
 

Within the programme sales activity it has adapted well to the new relationship with independents 
competing for and winning the contracts to distribute indie content made for the BBC and – in some cases 
– indie content made for other broadcasters. About 30 per cent

19
 of its front and middle catalogue

20
 is 

now sourced from independent producers and recent surveys of producers suggests they enjoy a strong 
reputation as a contracted distributor. 

However, the last 10 years has also seen BBC Worldwide refocus its business from being mainly an 
international distributor of ready made programmes and a UK home entertainment publisher (DVDs, 
books and magazines), into being more of a commercial channel operator in the UK and overseas (from 
18 per cent of sales to 30 per cent over the 10 years). 

21
 

Going forward it has suggested it will be moving even further in this direction with a new channel line-up 
aimed more at the premium end of the market – Brit, Premiere and Earth, and a major push into B2C on-
demand distribution through a merging of the iPlayer and bbc.com overseas. 

In contrast to the indie sector, development of content overseas has been less important. While they have 
taken programmes such as Strictly Come Dancing and the Weakest Link globally – emulating the leading 
indies – the ratio of this activity to BBC in-house production turnover is still only 30 per cent, while the 
same ratio for indie groups is nearer 50 per cent

22
 (i.e. ratio of overseas format based production and 

associated rights to domestic market commissions). Most recently, BBC Worldwide has retrenched in 
global production ending both their Australian and Argentinian activities, while its US production activities 
have become focused more on US drama for US premium cablenets like Starz Encore, and activity less 
about globalising existing formats and more about securing the international distribution rights to key 
strands to help drive sales and power their new channels – BBC Worldwide Content and Production, has 
become, therefore, much more a servant of the core businesses of the organisation, than a move into the 
indie producers core area of activity. 

Content and Production’s recent low margin financial performance does not result from BBC Worldwide 
poor performance per se, but rather its focus on channel and B2C retail developments within a given level 
of capital designed to strengthen the BBC’s brand and affinity overseas for the long term – something that 
should be expected of a broadcaster owned commercial exploitation division. 

                                                      

18
 BBC Worldwide Annual Reports up to 2012/2013 

19
 Research conducted by O&O of BBC Worldwide’s current catalogue 

20
 Front catalogue is programming originally transmitted in the last 2 years or so e.g. the two most recent series of Sherlock, middle 

catalogue is older series of programmes still being commissioned – e.g. series 1 to 5 of Silent Witness and back catalogue is 
programming that is no longer being commissioned e.g. Spooks. 
21

 BBC Worldwide Annual Reports up to 2012/2013 
22

 Research conducted by O&O covered in more detail in Sections 1, 6 and 7 
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Confirmation of BBC Worldwide’s focus on down stream development comes from its own numbers, while 
turnover has grown by 70 per cent since 2004, investment in content – BBC in-house or indie – has 
grown by just 15 per cent.

23
 

BBC Worldwide is pursuing a strategy that is largely complementary to the global exploitation strategies 
of super-indies. This suggests that any shift by the BBC to use of the indie market – far from crowding out 
BBC Worldwide – might actually help it, by freeing up more BBC Worldwide capital for investment in 
channels and B2C outlets. 

The case for the BBC as publisher broadcaster 

Further Benefits for the UK Creative Sector 

A shift by the BBC to indie and external programme commissioning from in-house commissioning could 
generate an almost £600m boost to the UK creative sector. Each benefit is assessed both in terms of the 
likely annual cash flow benefit to the sector (the BBC and /or external sector) and a net present value in 
2017 – based on how these benefits might accrue in the next Charter period and beyond discounted to a 
2017 one-off value boost using the appropriate discount rate and future growth factor. Benefits could 
accrue in six different areas. 

First, indie producers are likely to do more in exploiting the global formats potential of the 52 per cent of 
output currently provided by BBC in-house. The ratio of indie overseas format commissions to BBC in-
house overseas commissions – where for example the UK indie sector originated 30 out of Europe’s top 
formats versus BBC Worldwide’s total of three titles – suggests the indie sector could create £120m of 
extra format sales a year, with a margin of approximately £12m a year, yielding a net present value in 
2017 of £140m.

24
 

Second, the more effective competition for BBC in-house distribution rights that could result from moving 
BBC output to the indie sector and having open competition for the rights rather than the current first look 
BBC Worldwide arrangements, could generate an extra £12m of investment into BBC programming 
(although this would only be a truly new source of income to the UK content sector if achieved through 
extra international sales rather than reduced distributor margins). The net present value of this extra 
investment in 2017 is calculated at £185m.

25
 

Third, the switch of capital and resources within BBC Worldwide from trying to compete with indies to 
establish a global production and formats group to become a larger channels and B2C global 
entertainment brand, could help create more profits from these down stream activities – a modest £10m a 
year extra annual profit has been assumed in the analysis for this report. This has a net present value in 
2017 of £155m. 

Fourth, greater head to head competition across the whole BBC schedule should help drive more 
efficiencies in the provision of programming to the BBC. Again a modest £10m a year contribution, or a 3 
per cent total one-off efficiency improvement on current in-house output has been assumed. This has a 
net present value going forward of £155m.

26
 

Fifth, the move of a £500m activity outside the BBC – with perhaps 3,000 to 4,000 less staff employed, 
should realise some reduction in associated corporate overheads and support services. A £15m a year 
reduction has been included, representing a net difference between the reduced overheads of the BBC  
(based on a broad estimate from existing BBC annual report information) and the increased overheads of 
the enlarged activities of external suppliers (based on Pact census information on indie overhead 
proportions). This has a net present value of £240m. 

                                                      

23
 BBC Worldwide annual report and accounts 2003/04 to 2012/13 

24
 This net present value is calculated at  a relatively high commercial risk adjusted discount rate of 10 per cent and assumes a 

growth of 2 per cent a year in terms of the difference between the indie sectors ability to develop a format and that of the BBC. 
25

 This reflects a slightly lower discount rate at 9 per cent, but a market growth rate of 3 per cent from 2017 
2626

 A discount rate of 8 per cent and an assumed growth rate of just 1 per cent a year. 
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Sixth, the activity boost to independents in terms of global production and formats, should allow them to 
push more effectively into other areas of new media production or broader entertainment activities such 
as live events, music and games – an incremental £6m of annual profit and £80m of NPV has been 
assumed. 

All in all these extra activities represent a £65m a year profit enhancement for the UK content sector with 
an NPV of well over £900m. But there will be extra commissioning function costs associated with a move 
to publisher broadcaster – as we outline below in listing out how certain PSB concerns might be dealt with 
– and so £20m a year of such costs have been allowed for, reducing the net present value of the imPact 
on the UK creative sector to £575m. 

Benefits for the Licence Payer 

Much of the £575m boost will be realised by the BBC licence fee payer. In particular the extra value from 
global formats generated, the extra competition for distribution rights, the increased incentives for 
efficiency of supply through greater contestability of all output, should all result in lower programme prices 
being demanded by external producers than currently required by BBC in-house departments. A total net 
benefit of £35m a year in lower programme prices (through efficiency and greater investment and 
royalties contribution from rights exploitation), plus a £15m net saving in overheads as the activity is 
transferred out of the BBC, would be offset by the £20m a year extra spending on commissioning, 
yielding a net financial benefit to the licence payer of £30m a year – with a net present value of £470m in 
2017. 

Extra non pecuniary benefits for the licence payer would come from extra competition across all BBC 
programming rather than the two part constrained sourcing market that currently operates, hopefully 
improving idea development and programming costs. For the long running strands more frequent 
refreshment and review that would come from a series of five year make for hire contract renewals should 
help keep the programmes innovative and up to date. 

The case against change assessed 

Issues of Principle and Public Purpose 

While there are clear potential benefits both to the UK creative economy and the BBC licence payer and 
viewer of a move to publisher broadcaster status, there are a number of legitimate concerns over PSB 
elements of the current system that need to be addressed. The most likely concerns include: 

 Reduced investment in training 

 A shift of production activity back to London and the South East 

 A lack of long-term R&D for bolder and bigger projects or more lateral ideas 

 A decline in PSB programme-making values of quality and public purposes rather than just money 
and profit 

 An over emphasis on export potential versus the needs of the UK licence payer in terms of projects 
proposed, important cast members, ways of making programmes 

 A lack of ability to pursue cross-media production benefits of scope with remaining in-house radio 
and new media content production 

Most, if not all, of these concerns could be addressed by the BBC commissioning structure (the buy-side) 
should in-house programming shift to the indie sector (and this is part of the rationale for assuming an 
extra £20m a year to be spend on the commissioning side of the BBC), more specifically: 

 The direct funding of training bursaries across the BBC’s supplier base could be used to protect 
against any shortfall in investment (studies have suggested indies already do a great deal of on-
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the-job training – spending £40m a year on all training) 
27

-  and in terms of the provision of off the 
job training the BBC Academy already runs courses for non-BBC staff; 

 A targeted policy of commissioning from the regions with the aim of establishing a critical mass of 
indie supply in those regions for the first time in many instances should prevent production activity 
sliding back to London and the South East – if done properly it could move more production out of 
London by giving other broadcasters access to sizeable production companies outside London for 
the first time; 

 Greater funding of programme ideas and initial treatment development by BBC commissioners 
could be provided to encourage long-term ideas development, but with greater accountability as to 
impact and results over time – opening up these funds to periodic competition would also help 
reduce wasted investment; 

 Working with public bodies and not for profit programme providers along the lines of the current 
successful Open University arrangements but extended to work with the growing audiovisual 
enterprises of leading educational and cultural institutions should help broaden supply beyond the 
leading commercial indies and help tap into supply side PSB motives; 

 A potential increase in the use of UK based smaller and medium sized independents at the BBC, to 
counter any perceived  risk of the growing influence/power of overseas owned “super-indies” tied to 
global broadcaster groups (at the moment they account for about 22 per cent of all PSB 
commissioned programmes in the UK); 

 Long term contracts with indies for schedule regulars with appropriate incentives for improvement 
and review and renewal processes (as the BBC currently implements with strands such as 
Question Time), should help secure the schedule long term; 

 A shift in the skill base and focus of BBC commissioning from the current focus on schedule 
optimisation and audience maximisation towards more direct editorial involvement and executive 
producer roles (and the recruitment of more individuals with previous content development 
experience into these roles) should help transfer any PSB motivation and objectives unique to the 
programme production departments into the commissioning structure – Channel 4 already 
effectively operates in this way; 

 Specific funding of any UK orientated content preferences and casting by the licence payer (again 
demanding a more focused and broader based commissioning team and support); 

 Cross media benefits of departments that work across TV and radio would be possible to replicate 
with indie TV producers and in the longer run would probably bring more independent radio/audio 
and web producers into the market for the BBC to use. 

Issues of Practicality and Expediency 

The main practical financial and supply chain structure issues faced by the BBC are likely to be: 

 Damage to BBC Worldwide as its in house content pipeline dries up; 

 The loss of key long term BBC franchises as BBC in-house production is wound down or loses 
critical mass; 

 Over reliance on internationally owned super-indies with a very global outlook and control over 
most leading formats and increased bargaining leverage 

Each of these concerns could be dealt with by specific targeting action, more specifically: 

 The main threat to BBC Worldwide’s current strategy is not the need to buy distribution rights in the 
market – they are doing this quite successfully already – but rather that a vertically integrated indie 
producer might withhold rights from BBC Worldwide to feed their own channels and B2C ambitions, 
but it is already within terms of trade rules for broadcaster owned producers to be treated differently 
in rights deals – the BBC and BBC Worldwide could seek to acquire international distribution rights 
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as part of the original commission from producers owned by leading global broadcasters – all of 
which now have a broadcasting presence in the UK; 

 Potential reliance on global super-indies with too much market power (on the assumption the UK or 
EU competition authorities would allow this), could be dealt with in the same way Channel 4 is 
planning to, with a deliberate policy of nurturing small indies, and of helping them to expand 
through minority equity growth funding (provided through BBC Worldwide); and, 

 The threat of the loss of important franchise programmes can be dealt with through an orderly 
tendering process and a sharing of IP on heritage brands. 

 

The transitional issues assessed 
While there is a strong case for a move by the BBC to become a publisher broadcaster and many of the 
PSB and practical competition and market impact issues can be addressed there remains a significant  
task of transitioning to publisher broadcaster both in terms of speed and the exact pattern of the BBC’s 
remaining links to production and how they might be handled.  

Five transitional arrangements suggest themselves – although they are by no means mutually exclusive. 
Each would begin with an end to the current guarantee system (which the BBC has already signalled it 
wants to happen). 

The first, would be the wind down of BBC Production, with a prohibition on new commissions, and then a 
long wait as the longer term current strands came to the natural end of their lifecycle. The second would 
also involve a prohibition on new commissions but an active contracting out through tender of all long 
term strands.  

The third, would involve BBC production moving to BBC Worldwide (or as a new stand alone commercial 
subsidiary) and being required to make a commercial return but allowed to compete for third party 
commissions. The fourth would transfer BBC production into an arms-length subsidiary but one still 
owned by the public service and not allowed to compete for third party business - but with no guarantees 
would  probably prove very hard to manage. Growth would be constrained by the absence of third party 
buyers and limited access to capital and a likely drift away of top talent would result. 

The fifth alternative would involve the active spin off of these production departments – as a whole or in 
parts – either to an existing indie or as management buy outs (MBO) most likely funded by the private 
equity sector which has shown a significant appetite for such activities. The BBC has sold off activities in 
the past, even activities whose main customer was the BBC itself, most notably BBC Transmission in the 
1990s (now part of Arqiva) and BBC playout and channel presentation at the turn of the century (which 
subsequently became Red Bee Media, recently acquired by Ericsson). 

Each of these alternatives raises its own issues and problems. The orderly wind down and contracting out 
options may seem the simplest, but it would extraordinarily hard to manage as everyone in BBC 
production was being asked to stay on in what would become increasingly like a “ghost ship”. Creating a 
public service owned subsidiary funded by licence fee monies but not able to pitch for third party business 
would pose significant challenges for fair trading versus independents and the disproportionate use of 
state subsidy which might well preclude it from getting off the ground. 

That leaves transferring BBC production to a commercial subsidiary or sell off as the most likely once and 
for all comprehensive options. While creating a commercial subsidiary might look initially attractive, it 
would represent a major refocusing of the BBC’s commercial operations to global production and format 
development, adding a £500m UK based production group to BBC Worldwide’s £150m of current activity 
– and in an activity BBC Worldwide seems to be moving away from in is most recent strategy. It would put 
BBC Worldwide in direct competition with the indie sector – a sector it has been very good at 
complementing so far – and might lead to more conflicts of interest corporately then the current system 
(the BBC would have a significant financial interest and capital investment tied up with the success of its 
own production house commercially).  
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It would also represent a major management challenge with very different competitors and growth issues 
across each of BBC Productions genres. Initially it would also be likely to absorb significant effort and 
monies in turning around what is probably a loss making division that has been losing market share in 
many genres for 10 years. It took ITV 12 years to turn around its studio business following terms of trade, 
and even then only with the aid of significant M&A activity. 

If such an arrangement were to work it would have to ensure: 

 A completely level playing field in competition for each programming slot, including the 
competitive tendering of existing BBC long running strands; 

 The transfer of as many support and management functions directly into the new production 
subsidiary with any remaining cross charges from the BBC being transparent and subject to 
outside scrutiny to ensure no cross subsidy; 

 A similar transparent and accountable approach to any investment from BBC Worldwide into the 
arms-length BBC Production subsidiary (even if that subsidiary ends up as part of BBC 
Worldwide); 

 An even handed commissioning system with no asymmetries in the information provided to in-
house and external producers or the commissioning processes that apply (if the BBC wants to 
develop more long term symbiotic relationships with a group of producers through seed funding 
etc. this should be evenly spread across the wholly owned subsidiary and external producers); 

 Annual reporting on the profits or losses of the arms-length subsidiary with a willingness to close 
down unprofitable production activities/departments or spin them off to the external sector if that 
course of action would be of benefit to the BBC licence payer; and, 

 Careful allocation of assets and liabilities to the new arms-length subsidiary, and a structuring of 
commission contracts in line with the external sector to ensure the new subsidiary does not gain 
access to low cost capital through beneficial terms with which it could unfairly acquire or compete 
with rivals. 

Spinning off BBC Production, either to existing indies and super-indies or through a series of 
management buy outs would seem a more sensible option than retaining these activities where the BBC 
production department either has a strong market position and future prospects or where the BBC has a 
significant and relatively unique set of PSB requirements from producers. The MBO option would have 
the benefit of creating new truly indie producers in the UK market – who would qualify for the indie quota 
across all channels, and could be combined with an output deal for a given period both to safeguard 
existing BBC strands and provide some certainty for the new entities. The BBC could help create 
incentives for the bought out producer to remain independent either by tying the output deal to the 
companies continued independence and/or by increasing its own independent requirements beyond the 
statutory 25 per cent. 

Overall, the analysis in this report suggests a mixed approach might be best across the BBC departments 
with perhaps part of Children’s, Learning, Comedy, parts of Factual, Factual Entertainment and Arts 
departments being spun off in MBOs, Drama Series/One Offs, the Natural History Unit  and parts of 
Factual Entertainment and Factual going into BBC Worldwide as major rights and core channel drivers 
(Brit, BBC First and BBC Earth), Continuing Drama and the long running strands in Factual being put out 
to competitive tender, and perhaps winding down Entertainment and other parts of Factual.  This genre 
by genre approach is based on an initial – very broad brush assessment of the key features of each area 
of programming in Figure 3. The four factors we reviewed were (1) how strong the departments output is 
in terms of competing for work across the UK market, (2) the extent to which production would provide an 
important pipeline of rights for BBC Worldwide core businesses, (3) the extent to which the BBC still 
requires a specifically and heavily PSB approach from their supplier, (4) the scope there is to improve the 
efficiency or refresh the current portfolio of long running strands in the genre made by BBC in-house. 

Those, for example with a strong reputation across the UK market, but limited role in driving global rights 
income and channel development for BBC Worldwide, might do best being spun off, especially if there 
were few gains from putting key strands to competitive tender. The BBC could preserve any PSB 
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approach based uniqueness of the current activity by favouring an MBO, linked to output and first look 
deals and with some of the series editor function transferring from Production to the Commissioning 
department. 

The eventual pattern of transition would, of course, be based on further study by BBC management and 
assessment by the BBC Trust. 

 

Figure 3:  Current Positioning and Features of BBC Production by Genre/Department 
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INTRODUCTION 

The Scope of The Report 
Over the coming 12-24 months there is likely be an intensive debate about the future of the BBC: The 
Royal Charter, which establishes it on a constitutional footing, expires at the end of 2016, and the 
contents of a new Charter have to be decided in the run up to that date. Discussions about the future 
shape of the BBC will provide a once in a decade opportunity to review the way in which the licence fee is 
used to maximise the economic, social and cultural benefits to the UK from the BBC’s activities. Part of 
this debate is likely focus on the BBC’s approach to programme supply. 

The BBC’s current approach to content supply is governed by two commitments. The first is a statutory 
commitment to an independent production quota whereby at least 25 per cent of qualifying hours (largely 
including all original commissions excluding news and news related output, and some sports output), from 
a qualifying independent producer – a producer not owned or controlled by a any UK broadcaster.  

The second is contained within the BBC’s Framework Agreement, which provides the detailed practical 
commitments for the BBC within the overview outline of purposes and responsibilities in the BBC Royal 
Charter and runs for the same period as each Charter. The current Framework Agreement requires the 
BBC to commission 50 per cent of its output from in-house production and describes the difference 
between the 25 per cent independent quota and the 50 per cent in house production requirement as the 
Window of Creative Competition (WoCC).  

On July 9
th
, 2014, the BBC Director-General announced that it was BBC Management’s intension to do 

away with the in-house guarantee and WoCC system effectively making all programmes subject to open 
competition and to make BBC Production into a trading subsidiary expected to stand on its own financially 
and able to pitch commissions to third party broadcasters in the UK (for the first time), and overseas (as 
previously done through BBC Worldwide Content and Production).  The BBC proposed to form a working 
group with Pact and others to test the feasibility of this plan. 

The BBC Trust had already indicated that it would be reviewing whether it believes the current  
Framework Agreement commitments should continue as they are in the next Charter or should be 
changed. It publicly declared an open mind on the issue and undertook to conduct its own review and 
analysis from the autumn of 2014 which would include canvassing the views of BBC management and 
affected third parties such as the independent producers association – Pact.

28
 Terms of reference for this 

review were subsequently published on August 12
th
, 2014. The review will cover TV, radio and online 

content supply and will specifically address the following issues: 

The performance so far of the BBC’s content supply arrangements 

The performance of network and non-network supply arrangements in Scotland, Wales, Northern 
Ireland and the English regions 

Changes in BBC in-house production, in the position of the BBC as a buyer of content and in the 
market since 2007 

The longer term implications of changes in the market for the BBC’s content supply strategy 

Changes to the BBC’s approach to content supply proposed by the BBC Executive and their 
impact on quotas and targets 

 

 

                                                      

28
 August 12
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 2014, Terms of reference for the Content Supply Review 
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In preparation for this BBC Trust review, assessment of the recent BBC management plan and the likely 
debate up to the next Charter, Pact has commissioned Oliver & Ohlbaum Associates (O&O) to examine 
in detail the case for the current commissioning obligations and to ascertain whether they remain the best 
way for the BBC to achieve its public purposes and offer value for money to the licence payer given its 
impact on the rest of the TV sector and the broader creative economy.  

More specifically, Pact has commissioned Oliver & Ohlbaum Associates to conduct an independent 
review of:  

 the likely impact of a move by the BBC to become a publisher broadcaster on both the UK 
creative sector and the BBC licence payer, 

 the potential public purpose and commercial issues raised; 

 potential ways of dealing with the issues raised; and, 

 an assessment of the best ways to manage the transition towards a publisher broadcaster 
approach. 

The analysis contained in this report relies for the most part on published sources of information by BBC 
Management, BBC Worldwide and the BBC Trust (e.g. the BBC Trust service reviews and biennial review 
of the WoCC) as well as TV content industry analysis by Ofcom and Pact’s own annual census of the 
independent sector (conducted by O&O since 2008). The report also draws heavily on O&O’s own UK TV 
programme database, which – with the aid of inputs from Attentional Ltd – seeks to code all the 
transmissions on the 5 main public service networks in the UK – BBC1, BBC2, ITV, Channel 4 and 
Channel 5 – in the following terms: 

 BARB genres; 

 First transmission or repeats; 

 UK origination or acquisition; 

 A new commission or a returning title; 

 Source of production – in house, external non independent producer, or independent producer 

 Name of supplying company 

 Audience achieved, and compared to channel, genre and slot average 

We have used general cost and commission price information gained through our work on TV sector 
business plans and efficiency reviews over the last 19 years to estimate flows of funds into content by 
type, source and genres. 

Information beyond our own main PSB network programme database – on BBC, ITV, Channel 4 and 
Channel 5 digital spin off channels and the broader multichannel sector – is more general and less 
granular in nature and builds on one-off pieces of analysis O&O has conducted in the past, BBC service 
reviews, the Pact Census information, and the COBA surveys of multichannel broadcaster spend 
(conducted by O&O since 2011). Due to this different level of sourcing information, much of our most 
granular assessments in this report are based just on the five main commissioning networks and may, 
therefore, not provide a full assessment of the sector as a whole. 

Despite the large amount of information available to us in conducting this study it still represents an 
“outside-in” view of the BBC’s production activities and the BBC’s own supply chain with the need to 
estimate much of the crucial information likely to influence this debate. Unfortunately the BBC has not 
produced separate accounts or detailed KPIs for its in-house production divisions – especially beyond 
that output provided through the WoCC – over the last 15 years. 

Throughout the report we reflect upon the need for more information – largely from the BBC – to help 
inform the debate – and where relevant draw attention to particular areas of information where the BBC 
should provide more detail in the run up to the next Charter. 

Some of our initial conclusions in this report are, therefore, made with reference to the need for more 
information, with our preliminary assessment and recommendations being based only on the information 
available at the time of writing this report. This report should be seen as much as a call for more 
information and transparent debate as it is an initial view on the areas of assessment requested by Pact. 
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About Oliver & Ohlbaum Associates  
Oliver & Ohlbaum Associates Ltd (O&O) is the leading independent adviser to the European media, 
sports and entertainment sectors and has advised Pact, leading UK based and international independent 
producers, broadcasters, regulators and investors on aspects of TV sector economics, policy and 
competitive strategy since 1995 – our UK TV clients have included all players across the TV supply chain 
from All3Media, Endemol and Fremantlemedia, to the BBC, BBC Worldwide, ITV plc and Channel 4, to 
BSkyB, Virgin Media and BT. We advised both Ofcom and Pact on terms of trade intervention in 2003, 
and the BBC on the original implementation of the WoCC back in 2006.  

About Pact 
Pact is the trade association representing the commercial interests of UK independent television, film, 
digital, children’s and animation media companies. Pact supports its members with legal and business 
affairs advice and support, as well as a wide range of services and campaign work. 

Pact helps to shape the best possible regulatory and legislative environment for the independent 
production sector to grow domestically and internationally – the association has a strong record of 
success in campaigning for producers’ rights. 

A Need for More Information and Analysis from the BBC 
 

The work conducted for this report suggests a number of areas where more information from the BBC 
would be useful in finalising any assessment of the likely costs and benefits from such a move and where 
the upcoming BBC Trust review of the WoCC and guarantee system should focus.  The areas we 
recommend the BBC Trust review focuses on are highlighted in the box below: 

 

Identification of areas for further information and analysis by BBC Trust 

1. the comparative costs (prices) of programming to the channel controllers of strands provided by 
BBC in-house and the external sector by genre and taking into account different programmes 
characteristics (we understand the BBC has conducted such studies in the past, which have also 
included benchmarking work with other broadcasters) and intends to do so in the next few months. 

2. the costs of producing programmes (for the prices paid by the controllers above) and whether, 
given investments from BBC Worldwide etc., and overhead allocations, BBC Production 
departments are making surpluses or losses. 

3. Further cost breakdowns of production departments between charged overhead, direct 
management and staff costs, development costs and strand production costs 

4. The number of FTE staff involved in production by department and across the UK 

5. 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 

6. BBC Worldwide Return on Investment on BBC in-house versus independent producer programme 
investments 

7. The level of corporate overhead and service functions most directly associated with production 
activities. 
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Independent producers in the UK 
have developed a leading position 
globally as a source of intellectual 
property 
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1 THE MARKET CONTEXT 

1.1 A Growing And More Internationally Orientated Global TV Sector 

1.1.1 A $400 billion Global TV Sector Investing in Content and New Content 
The global TV market generated revenues through advertising, licence fees/public funding, pay TV and 
other income (call revenue etc.) of almost $400 billion in 2012,

29
 making it the largest media and 

entertainment sector in the world – as large as film, newspapers and magazines combined. This measure 
includes services such as Netflix, but excludes web-based audio visual services which stand somewhere 
between TV and internet businesses, such as YouTube, and multichannel networks (MCN), which use 
YouTube as a platform to deliver a wide choice of streamed content. The TV sector also helps promote, 
showcase and drive other media and entertainment sectors such as music, film and sport. 

About 42 per cent of TV’s income finds its way into content of all types with the remaining 58 per cent 
being share between delivery networks – cable, digital satellite (DSAT), digital terrestrial television (DTT), 
and internet protocol TV services (IPTV) – and broadcasters (networks and thematic channels).  

Once the growing proportion of content spending on sports rights is deducted, plus the acquisition of 
feature films and spending on news rooms and news gathering, spending on TV content totals about $95 
billion of which $88 billion is on commissioned/syndicated content, and about $9 billion is spent on 
acquiring ready- made TV content – either very recent or archive – domestic or imported (see Figure 4). 

Figure 4: The Global TV sector – flow of funds along the value chain, 2012 

 

1.1.2 Still Growing in the Web 2.0 Digital Age 
Unlike many traditional media and entertainment sectors, and despite high quality streamed video being 
available through the web since 2006 to the mass market, the TV sector is still growing in the web 2.0 

                                                      

29
 The global value chain numbers in this section are based on proprietary analysis by O&O of most the world’s main TV markets in 

terms of the flow of funds carried out for a range of policy and commercial due diligence projects from 2010 to 2014 
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age. Overall revenues are growing between 4 to 5 per cent a year across the globe largely due to 
consumers’ increased propensity to pay for services, especially premium services, and network TV’s 
unique ability to reach a large proportion of any national population rapidly, which helps advertisers to 
build and sustain their brands.

30
 

Growth along the supply chain varies, with demand for ready-made TV programming outstripping the 
growth in new commissions – the former growing at about 5 to 6 per cent, and the latter at about 3 to 4 
per cent annually across the globe. Demand for sports rights content is outstripping all other forms of 
content with overall growth at about 8 per cent, and growth in premium rights exceeds 10 per cent a year. 
Overall spending on content is growing at 3 to 4 per cent a year with news spending largely flat and 
spending on films by TV outlets growing only slowly. 

1.1.3 Rapidly Expanding International B2B Trade Flows 
Perhaps more important than these headline growth rates is the growing internationalisation of the TV 
sector largely through the growing proportion of B2C trade flows either in the form of international 
broadcaster channel networks, trade in read -made programmes, growing co-production activity, and last 
but not least, the growing propensity for broadcasters to commission international formats – a programme 
already made in one market and then adapted into a local version for the home market.  

The expansion in international formats, which now account for typically 20 to 30 per cent of all peak time 
non news broadcasting time across major European markets

31
, has been primarily driven by the need of 

commercial broadcasters to limit the high risks of trying out a new programme idea on screen for the first 
time, and the associated write off costs of failure (about half fail on first outing, only 1 in 8 turn out to be 
longer term winners). Using and adapting an idea and format that has already worked in another market, 
with the appropriate sensitivities to local tastes and preferences, is a much less risky endeavour, and one 
that many of the emerging super-indie groups at the beginning of the 21

st
 century such as Endemol and 

Fremantlemedia were quick to exploit. Their success has been recently emulated by US studio groups 
and European broadcaster groups – mostly by acquisition. 

1.1.4 The UK Punching Above its Weight 
The UK content sector has benefited from all these global trends. Rising pay TV revenue in the UK has 
helped bring new money into commissioned and ready-made UK content. The UK’s long tradition of 
producing high quality drama, comedy and documentary programming has helped it gain an important 
share of the imported ready-made programming market across the world.  

But most of all, the UK’s PSB commissioning system which demands a high volume of new programming 
ideas across a wide range of genres and underwrites a higher level of risk than a commercial market 
might do, has helped create the world’s largest pool of ready tested programming formats. This has 
helped UK producers developing a commanding position as a source of new TV IP, and has meant many 
of the world’s super-indies have emerged from the UK, either as UK companies or the important UK 
divisions of major international companies. 

Uniquely among the world’s independent producers, the UK indies ownership of rights and consequent 
access to capital from 2003, helped them secure this global formats opportunity for themselves. 

Lastly, the traditional TV skill base in the UK (developed originally by PSB broadcasters but now more 
widely available through the independent sector), coupled with recent tax breaks, is making the UK the 
location of choice for large budget TV projects outside the US. The demand for UK talent has also 
extended on screen as well as behind the screen with UK originated formats and scripted output 
providing the launch pad for home grown talent – from actors, to comedians, to interviewers to talent 
show judges. 

  
                                                      

30
 Growth rate estimates in this section are based on PWC, Zenith Optimedia and TBI source book information and O&O estimates 

31
 O&O review of main broadcaster schedules across main European TV markets 
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1.2 Current Positioning And Performance Of The UK TV Content Sector 

1.2.1 A Healthy Sector with High TV Content Investment Per Head 
Total investment in originated UK content (excluding News) for UK audiences in 2013 was about £2.7 
billion, up from £2.4 billion in 2008, the year before the global media recession hit – a growth of about 13 
per cent over the period

32
. Total indigenous content investment per head in the UK is higher than any 

other major European country and higher than the USA (although the total size of US TV content 
investment is about 4 times that of the UK).

33
 

1.2.2 PSB Primary Commission Spend Still the Crucial Source of Funding, 
The mix of where this overall funding comes from has been changing markedly over the last 5 years, 
under the influence of the global trends outlined above. Primary commission income from UK 
broadcasters now accounts for about 60 per cent of total TV related revenues of independents, down 
from 75 per cent in 2008, with the remaining revenues coming from international distribution deals (net of 
costs and distributor margins), UK secondary and ancillary (including home entertainment) TV rights 
deals and royalties, co-production finance, format rights sales, overseas production of these formats and 
new digital rights royalties and rights payments (Figure 5).

34
 However, when assessing the importance of 

primary commissioning to the funding of the original IP, only overseas format related rights fees and 
production profits rather than commission income should be included, and only profits from new media 
spin offs not total sales. These adjustments suggests that primary commission income still accounts for 
80 per cent of the funding for UK originated programming. 

Figure 5: Independent producer TV-related revenues split by primary UK commissions and all other revenue, 
2004 to 2013 

 

                                                      

32
 Pact Census 2014 

33
 O&O analysis, Kagan Associates, PWC, Ofcom CMR reviews 

34
 Pact Census, O&O Analysis 
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Within the primary commission spending, just over 70 per cent still comes from the five main PSB 
networks, a further 12 per cent from the spin off channels of the PSB networks and 18 per cent from UK 
multichannel broadcasters such as Sky, Discovery, Viacom, NBCU and UKTV. 

While income source diversification is clearly a leading long term trend for UK content producers, primary 
commission spend by the main PSB broadcasters is still vital for the health of the UK content sector. 

1.2.3 Tax Breaks Are Helping to Ensure UK origination Spend in Staying in the 
UK, and Adding a New Source of Production Activity 
There is some evidence that tax breaks for high end TV production – over £1million an hour budget – are 
encouraging higher budget productions for UK audiences, but the main impact of the tax break – as was 
intended – is to ensure the £2.7 billion investment monies are spent on production activity in the UK not 
elsewhere in the world (enhancing the gross value added [GVA] contribution of the sector), and to attract 
productions commissioned for overseas audiences initially – especially those initially aimed at US 
audiences – to be made in the UK – again contributing to GVA – although not measured in the size of the 
UK content sector used in this report.  

1.2.4 Increasingly Influential within the Global TV Sector 
UK trade flows have been significantly boosted in the last 10 years by four factors – (1) growing demand 
for established UK IP, (2) a growing willingness to use UK controlled and/or managed production groups 
to make largely formatted factual and entertainment programming by overseas broadcasters and 
international broadcast groups – most notably those based in the USA, (3) greater involvement in co-
production projects with overseas partners , and (4) the attraction of overseas productions to the UK to be 
made by the UK skills base and favourable tax environment. Figure 6 shows the growth in UK based TV 
rights distributor export revenue since 1998. 

Figure 6: Income growth of UK TV exports (1998 = 100) 

 

1.2.5 Knock on Impact to Other Creative Sectors 
TV is still the largest (in value terms) and most influential (in time spent terms) media and entertainment 
vehicle around the globe, often fuelling demand for other forms of entertainment and creative sector 
output – film, music, sport, fashion etc. The growing role of UK based TV content creators and talent 
across the globe is likely to help boost the reach and influence of other UK creative sectors. At the same 
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time the size and capacity of the support infrastructure for TV content creation also has knock on effects 
for other audiovisual sectors such as feature films and advertising. 

1.3 Challenges And Opportunities For UK TV To 2025 

1.3.1 Consolidation Driven by the Challenges and Opportunities of Globalisation 
and Convergence 
While national TV markets will continue to be very different in terms of size and structure and local 
audience tastes and preferences, the global TV industry is likely to become increasingly influenced by 
international organisations of scale – international channel groups, international content owning groups, 
global advertising agency buyers, global delivery network owners and aggregators, all seeking to gain 
more influence and a greater share of the B2B trade flows across national borders. 

In the last two years we have seen Liberty Global acquire large cable interests in the UK and Germany, 
Discovery acquire Eurosport and SBS Nordic, and Discovery and Liberty Global together acquire 
All3Media, AMC acquire Chellomedia, Viacom acquire Channel 5, Warner acquire Eyeworks TV (and fully 
integrate Shed Media), Sony acquire CMC, and 21 Century Fox trying to bring together both its pay TV 
platforms in Europe and its own international TV division – Shine Group – with Endemol and Core Media. 

These moves are partly driven by looser financial markets after 5 years of stasis, and tax treatment 
changes for US companies with significant non US activities, but also anticipation of the increased 
globalisation of B2B trade flows, and the eventual emergence of global B2C players -through the switch 
to web delivery of TV - such as Netflix, Amazon, Google, Microsoft and Apple – be it through content, 
channels or delivery systems. While scale is not the only way to win in these circumstances – a lot of 
interesting niche opportunities will appear across the value chain – consolidation is likely to be an 
increasing tendency. 

1.3.2 The UK Response – No Hiding Place 
The global battle for content brand loyalty and consumer engagement is likely to be led and initially 
dominated by US led studio and cable channel groups and the new OTT players. The global battle for 
delivery will also involve UK groups such as Vodafone, BSkyB, Virgin Media and BT Group, although 
perhaps only as part of larger global entities such as 21

st
 Century Fox, and Liberty Global etc.   

While some countries may choose to protect themselves from these global trends through ownership 
controls and local content quotas, this will be largely to defend very domestically orientated sectors with 
no hope of competing on the world stage.  

The UK has a stronger set of cards to play, and is likely to need its most successful historic assets – the 
indie sector, the PSB ecology and the BBC to play complementary and mutually reinforcing roles if it is to 
benefit fully from the changes ahead.  

The BBC, in particular, probably has a good chance of becoming an important differentiated player in the 
global channels and B2C services market – through BBC Worldwide - and defending its position in the 
UK through the BBC core services and BBC Worldwide - (it is the only non US group to have a significant 
portfolio of international channels although some European groups do own a number of national channels 
such as RTL).  

But above all, providing compelling content IP is an area where the UK will continue to play an important 
role both through independent UK owned B2B content providers and as an important hub and generator 
of jobs and investment – likely to be the most important outside the US west coast – within global content 
networks, sustained by the UK’s unique PSB ecology, the commissioning investment of the BBC and a 
beneficial tax system. 
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1.4 The Success Of The UK Independent Production Sector 

1.4.1 A Growing and Increasingly International Sector 
The UK independent production sector has been in the vanguard of the increased globalisation of the TV 
market and the increasing importance of international trade flows. The sector as measured by the annual 

Pact Census has grown considerably over the past ten years
35

, following intervention on the Terms of 

Trade with PSB broadcasters in 2003 and the expanded scope to supply the BBC under the WoCC since 
2006. Between 2008 and 2013 the sector has grown by 6.6 per cent a year, despite the global downturn 
between 2008 and 2011

36
. Figure 7 shows the growth story since 2004 for total independent sector 

income by main category. 

Figure 7: Independent producer TV-related revenues, 2004 to 2013 

 

The UK independent sector was able to respond to tougher economic conditions in their home TV 
commissioning market from 2008– compounded by the ending of some PSB programming obligations on 
ITV – by growing their global rights business, and above all, growing the level of international 
commissioning of original UK sourced IP. According to the Pact census, UK commission income fell by 
almost 17 per cent from £1.5 billion in 2008 to £1.25 billion in 2011, but over the same period UK 
independent producers grew their income from international commissions of programmes based on UK IP 
and/or provided by UK based production divisions from £279 million in 2008 to £652 million in 2011 – or 
33 per cent per annum. Faced with tougher conditions in the UK they took market share across the globe 
despite the world’s longest and deepest recession since the 1930s. 

                                                      

35
 The annual Pactcensus excludes ITV studios and BBC In house production, but does include producers owned or with significant 

links with UK broadcasters such as Fremantlemedia up to 2010, and Shine since 2011, Carnival etc. since 2008, and in the future 
All3Media in 2014. The implications of this trend to cross ownership – which removes the indies qualifying status and terms of trade 
protection for the company is discussed in more detail in later sections. 
3636
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A recent survey of the top 100 formatted commission programme titles in European over the last 5 years 
both by hours and estimated airtime value (audience multiplied by advertising CPMs) had 40 of them 
sourced from original UK IP, by far the largest source of supply) and within that 32 were original 

developed by UK indies, 5 from ITV Studios and just 3 from BBC Worldwide.
37

 

As  shows, international sales of ready-made UK programmes grew by almost 20 per cent a year over the 
period, while sales of non-domestic rights in their international commissions grew from £34m in 2008 to 

£104m in 2013, a growth rate of 25 per cent per annum
38

. 

Figure 8: International revenues earned by independent producers, 2004 to 2013 

 

 

1.4.2 Producing Programming Across All Genres 
The independent sector

39
 now provides over 60 per cent of all non-news commissioned TV hours on peak 

time PSB networks in the UK; the breakdowns by channel and genre are presented in Figure 9 (the 
equivalent percentage of non-peak commissions made by independent producers is 52 per 
cent)

40
.Although independent commissioned output in peak time is dominated by drama, entertainment, 

lifestyle and factual entertainment, the sector also produces 71 hours of peak time current affairs, 800 
hours of documentaries and general factual programming and about 27 hours of arts, religion, education 
and consumer programming.

41
 The sector has already proven it can provide a full range of genres 

including the more public service type output (independents often producing episodes of BBC in house 
led strands such as Horizon, Imagine, and Panorama). The proportion of peak time output supply varies 

                                                      

37
 TV Formats in Europe (2014), ETS, Madigan Cluff and Digital TV Research. We will come on to the importance of this relative 

performance for the “TV content multiplier” in later sections 
38

 The rights income to producers is net of distributor costs and commissions. 
39

 Independents covers qualifying and non qualifying independents and excludes BBC in house and ITV Studios output but includes 
independent producers owned or soon to be owned by international broadcast groups. 
40

 In this analysis and the following Figures we take PSB networks to mean BBC1, BBC2, ITV1, Channel 4 and Channel 5; these are 
major UK channels with the most significant public service obligations on them. Note that the BBC definition of network includes 
their spin-off channels (BBC3, BBC4, Cbeebies, CBBC).  
41

 We will come on to the relatively low levels of indie commissioning across the more overtly PSB genres and whether this is due to 
demand or supply conditions later in this report. 
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considerably by channel, however, with independents providing about 40 per cent of BBC1 and 2 peak 
time commissions, 44 per cent of ITV’s but around 95 per cent of Channel 4 and Channel 5. 

While independent producer share of lower budget non peak output tends to be lower across all PSB 
networks in aggregate, this does not apply to the BBC networks, which alone among the PSB network 
organisations use independents proportionately more in non peak hours than peak hours. 

Independent producer share of spin off network channel original commissioning (BBC3, BBC4, ITV2, E4 
etc.) and independent multichannel operators tends to be higher than for the PSB networks. O&O has 
estimated that independent producers provide about 60 per cent of all commissioned programmes by 
hours and value for spin-off channels and around 85 per cent of non news and sport commissions for 
multichannel operators. Figure 10 below shows the spending by UK independent multichannel operators 
on new UK content since 2011 by source (although this does include news and sports production, which 
tends to be made in-house by pay platforms).

42
 Growth over the period has been driven mostly by pay 

TV’s strategic need to drive penetration and average revenue per subscriber by going beyond its core live 
exclusive sports, early windows on movies and acquired TV material – much of it from the US – to 
especially commissioned UK material. This has been led by UK or coproduced drama and comedy on the 
Sky channels but also covers channel groups such as UKTV, MTV and Discovery  and genres such as 
entertainment, factual entertainment, natural history and arts.  

                                                      

42
 COBA Census 2014, (by O&O) 
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Figure 9: Total commissioned hours by PSB networks from indies, by genre, peak time, 2013 

 

Figure 10: UK independent thematic channel investment in content, 2011 to 2013
43

 

 

  
                                                      

43
 Numbers restated for 2011 due to changed methodology for estimating total market size from census sample when O&O took 

over census from Deloitte. 
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1.4.3 Benefiting From Targeted and Timely Policy Intervention 
The success of the UK independent sector has not been an accident. It has come about through a 
succession of effective policy interventions aimed at breaking down the UK’s highly vertically integrated 
and traditionally inflexible UK production sector, which back in 1980 provided almost 100 per cent of all 
new programming through the BBC and ITV regional licensees internal production divisions. Figure 11 
maps out the main interventions and sector events from 1980 to 2006 (when the BBC decided to open up 
to 50 per cent of its output to outside suppliers) and then to 2014 and the recent super indie purchases. 

Figure 11: Timeline of regulatory and corporate indie events in the UK content market, 1982 to 2014 

 

1.4.4 Still Highly Competitive Despite Recent Consolidation 
The last 10 years has seen the emergence of the so called super-indies, through acquisitions and organic 
growth, as owners sought the critical mass to (1) grow globally, (2) co-fund IP development, (3) diversify 
away from over dependence on individual title performance, and (4) build their own support and 
exploitation functions such as programme sales and rights management. The UK spawned four of its own 
home grown super-indies – All3media, Tinopolis, Shed and Shine – and provided the most important IP 
generating component of three international super-indies – Fremantlemedia, Zodiak and Endemol. 

Despite consolidation, these super-indies account for just about half (52 per cent) of all independent 
commissions by the PSB networks, and only Endemol, Shine and All3media have a share greater than 10 
per cent of all independent commissions from PSB networks. In addition the super-indie shares for ITV 
and the BBC have to be seen against the background of ITV sourcing about half of all its programming 
from ITV Studios and the BBC sourcing just over half of all its output hours from BBC in-house. Figure 12 
shows the indie supply market shares of super-indies by PSB channel in 2013, and then breaks down the 
shares of each of the super-indies. Figure 12 shows the hours of output by super-indies across the PSB 
networks in 2013, and shows that despite consolidation in the sector, the four super-indies who are 
owned – or may soon be acquired – by groups with UK broadcast interests have not significantly grown 
their share of PSB network commissions organically compared with 2008.

44
   

                                                      

44
 The 2008 share number is that for the companies which were in the group in 2013. This provides a like-for-like comparison which 

strips out the impact of acquisitions and measures whether the companies now part of a super-indie have grown share 
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Figure 12: Proportion of hours commissioned by PSB networks from super-indies and other independent 
producers, all day, 2013 

 

Figure 13: PSB network commissioned hours from super-indies, all day, 2013 
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1.4.5 Cross Ownership by International Broadcasters Eliminates the Regulatory 
Advantages Enjoyed by an Independent Producer 
In the last 5 years there has been a growing tendency for international media groups (mainly from the 
USA) to acquire UK based indies and super-indies, such as Sony (Celador), NBCUniversal/Comcast 
(Carnival), Discovery Networks/Liberty Global (Betty, All3Media), 21

st
 Century Fox (Shine) and Warner 

Brothers TV (Shed).  

This trend is a direct result of the UK based indie community’s ability to generate globally successful IP 
and retain the rights in this IP, and the need for international media groups to get access to that content 
pipeline.  

However, each of the international groups that have bought into the UK indie sector also have UK 
channel broadcast licences which means that the indies they take over (1) do not come under PSB indie 
terms of trade rules and must negotiate their own terms (as All3Media has just done with Channel 4)

45
, 

and (2) their loss of qualifying independent status means their output no longer counts towards the 
independent quotas. Figure 14 shows the UK broadcast assets owned by many of the overseas 
companies buying into the UK indie sector. These companies will be losing their qualifying independent 
status as a result, which means that are not protected by terms of trade intervention nor do they qualify 
for the statutory quotas

46
. 

Figure 14:  Indie Ownership and Cross Ownership of UK Broadcasters 

 

 

 

                                                      

45
 It is at the discretion of each PSB whether or not they give terms of trade to non-qualifying indies, and while some have done so 

(BBC and ITV), others, such as Channel 4, do not. 
46

 The Broadcasting (Independent Productions) Order 1991 defines independent producers as those not controlled by a broadcaster 
or broadcasters; control is defined as a 15% shareholding or greater (later increased to 25% or an aggregate shareholding of 50% if 
two or more broadcasters were involved) to prevent broadcasters circumventing quotas via acquisition or spinning off in-house 
production while retaining a majority stake. 
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1.4.6 Buying is Still More Concentrated than Supply and the Combination of High 
Buying and Supply Market Shares is Still Limited to the BBC and ITV plc 
With no independent producer making up much more than 15 per cent of the output of any channel, but 
with  the PSBs accounting for between 10 and 40 per cent of each producers UK commission income, 
and more importantly, a large share of any future new IP development, UK PSB broadcasters are in a 
strong position when commissioning these broadcaster-linked producers to secure additional rights to UK 
primary licenses in return for fully or largely fully funding the original commission – as they are entitled to 
do outside indie terms of trade. 

While non-qualifying indies now account for 24 per cent of all network output on the five main channels 
and 28 per cent of the peak time output, this is still less than the qualifying indies – 28 per cent and 31 per 
cent respectively, and far less than the two large in house operations – ITV Studios and BBC – combined, 
at 48 per cent and 41 per cent respectively – as shown in Figure 15.  

Figure 15: Share of PSB Network Hours in 2013 By Producer Status by End of 2014 
47 

 

Furthermore, even though non-qualifying super-indies do now in combination account for about a quarter 
of the supply market, their owners account for much smaller proportions of overall commission spend and 
audience viewing in the UK than either ITV or the BBC. While the BBC accounts for about one third of all 
viewing and 38 per cent of spend, and ITV about 23 per cent of viewing and 23 per cent of spend, the 
largest super indie group at the end of 2014 (likely to be the Shine/Endemol/Core grouping and Love 
Productions – all controlled to some degree by 21

st
 Century Fox) only has about 9 per cent of viewing, 

and an estimated 10 per cent of all commission spend. All the other broadcaster owned super indie 
groups have audience shares and spending shares well below the 5 per cent level.

48
 

The 2002 initial review
49

 of the competitive structure of UK programme supply market commissioned by 
the ITC (the predecessor regulator to Ofcom) which led to the Code of Conduct initiative and terms of 
trade intervention highlighted the combination of high demand and supply shares as the most potentially 
damaging structural feature for stand-alone independent producers – leaving them vulnerable to a price 
and rights squeeze from vertically integrated and powerful buyers. 

                                                      

47
 This is based in the producer’s likely status by end of 2014 

48
 Estimates of share of commission spend sourced from broadcaster annual reports and presentations, Ofcom reports and O&O 

database of programme spending 
49

 The ITC Report into “The Supply of  Programmes to the UK Television Market” – November 2002 
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It is a combined high share of spend and supply that can truly distort the market, by giving the buyer the 
leverage to both limit the market for an independent supplier, and then, by favouring its own large 
supplier, to restrict rival broadcasters ability to compete by denying them access to an important slice of 
the overall supply of talent and rights. Vertically integrated producer broadcasters with a high share of 
both commissioning and programme supply have both the means and the incentive to squeeze the rest of 
the market, those with just a high share of spend have less means and less incentive – although they still 
have both – to squeeze the indie sector.  

Around 2000 to 2002, this “vertical squeeze” was most pronounced from the BBC under Director-General 
Greg Dyke, with ITV taking the opportunity to follow the BBC –its nearest rival- in terms of low 
commission prices and high levels of retained rights.

50
 

1.4.7 PSB and Indie Growth Have Probably Been Largely Complementary 
UK indies today benefit from the range of programming commissioned by PSB broadcasters, and the 
relatively high schedule renewal rates across the UK’s channels. This leads to a wide range of tried and 
tested IP each year, the successful ones of which can then be developed for international format 
development. 

The revenues and profits earned by the increasingly global indie sector, allow the indies to offer new 
commissions to the PSB broadcasters at competitive prices, and then accept relative modest price 
renewals thereafter, as they can either accept the lower margin on a UK commission or even a deficit that 
needs commissioning, in return for the global opportunities offered through rights retention. 

This represents a virtuous circle of value development and risk sharing between the independent 
producer and the PSB broadcaster that has probably helped the UK TV sector drive global growth at a 
time of global economic recession, as overseas broadcasters seek to reduce their risks by adopting tried 
and tested ideas from the UK market rather than developing too much of their own IP. 

 

 

 

 

 

 

 

 

 

 

 

 

                                                      

50
 Both the ITV Network Centre and BBC licence fee services stance on rights was at two levels, First, requiring a long exclusive 

window for showings on their own networks in the UK, for a price only just above cost, and then, offering to buy all remaining rights 
from the independent – such as UK secondary and overseas -  with co-investment from BBC Worldwide or an ITV company rights 
distributor – an offer the independent producer was keen to accept as the only way of making a reasonable profit from the 
programme. 
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The existence of the BBC leads to a 
significantly larger and more diverse 
originated content sector in the UK than 
might otherwise be the case 
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2 THE BBC AS COMMISSIONER 
The BBC is still the UK’s single largest commissioner of new output, and the largest production company 
in terms of hours and revenue in the UK. This section reviews the BBC’s scale and role as a buyer in the 
UK. The next two sections review its performance as a producer and then a detailed look at the current 
arrangements for allocating commissions to in-house and external producers. 

2.1 The Single Largest Contributor to TV 

2.1.1 Content Spend in the UK 
The BBC spends £1,060m a year on non-news related primary commissions a year, which still accounts 
for almost 40 per cent of all primary commission spending in the UK despite the freezing of the BBC 
licence fee and extra non programming obligations in the 2010 settlement, and the growth of independent 
multichannel commissioning in recent years from 11 per cent of all non-news commissions to 
approximately 19 per cent. About 85 per cent of BBC commission spend is by the two main networks and 
15 per cent through its spin off channels (Figure 16). 

Figure 16: Total network and multichannel first-run originated spend (excluding news), 2009 to 2013 

 

2.1.2 Recycling Revenues into Content Commissioning 
The BBC recycles a greater proportion of its TV related revenues into content of all types – national and 
local news, acquisitions, regional opt outs and network commissions than any commercial broadcasting 
organisation in the UK.  

About 76 per cent of BBC TV service attributable licence revenue
51

 gets recycled into funding TV content 
compared to 43 per cent by ITV, and 34 per cent by BSkyB, and about 53 per cent by Channel 4 (which is 

                                                      

51
 If you attribute the share of licence fee revenue to TV versus online and radio as the share of all expenditure on TV (including 

broadcaster, marketing and overhead costs), and then compare this revenue to the amount spent on TV content 
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also publicly owned). BBC licence fee funding represents the more effective way of ensuring TV revenue 
gets recycled into content. 

Figure 17: Selected UK broadcasters’ revenue and proportion spent on content, 2013 

 

2.1.3 A Major Boost to Content Investment Compared to a Purely Commercial 
Model 
A recent study by Patrick Barwise and Robert Picard for the Reuters Institute titled “What if there were no 
BBC Television?”

52
, studied the impact of removing the BBC licence fee and the BBC from the UK 

market, attempting to assess the degree to which increased revenues from advertising funded and pay 
TV might be expected to replace the choice and content investment provided by the BBC. 

In terms of content investment the report estimated total UK TV content investment would be 5 to 25 per 
cent lower, and originated content investment would be 25 to 50 per cent lower. These projections came 
about due to four factors – first the extra advertising and pay revenues although significant – especially 
for pay TV – would not completely replace the licence fee income. Second, the proportion of monies 
recycled into all content would be lower given the need to earn a commercial rate of return, the more 
uncertain momentum of commercial revenue streams and the transactions costs involved in attracting 
advertising revenue and subscribers.  

Third, new advertising funded commercial operators brought into the market by the BBC’s absence would 
be more inclined to use acquisitions and avoid high cost new PSB content than the BBC, and pay TV 
operators would favour subscription driving sport and premium US acquisitions. Fourth, the existing rival 
commercial PSB networks, especially ITV, would no longer feel the competitive pressure to invest as 
much in new UK content – especially high budget drama – and would itself shift to acquisitions and lower 
budget originations.  

                                                      

52
 The Reuters Institute for the Study of Journalism, Barwise and Picard, February 2014 

Source: Annual Reports, Ofcom, Oliver & Ohlbaum analysis. BBC is BBC TV content spend as a percentage of total 

Television service expenditure; BSkyB is programming spend as a percentage of total revenues
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While this report probably takes too simplistic an approach to the likely complex competitive dynamics 
following an exit of the BBC and failed to assess properly partial BBC withdrawal – a more likely scenario 
– its conclusion that the existence of the BBC leads to a significantly larger and more diverse originated 
content sector in the UK than otherwise might be the case is well supported by the evidence cited. 

In addition, given the high percentage of income the BBC spends on content, any further squeeze on 
licence fee income in the next Charter would be likely to lead to a further disproportionate squeeze on UK 
content spend. The BBC has already suffered an effective 26 per cent real terms decrease in the monies 
available for content since 2010, with both a frozen licence fee and a host of new non content related 
obligations. 

2.1.4 By Far the Most Important Buyer in Some Genres 
Within network TV, the BBC is far more significant as a buyer in, say current affairs, where it accounts for 
79 per cent of all peak time commission hours, than it is in entertainment or drama, where it accounts for 
just 44 per cent and 43 per cent of all UK network peak time commission hours. In factual the BBC only 
accounts for 40 per cent of peak time commission hours (Figure 18).  

While peak time network hours do not show the entire UK content market picture, it does cover about 60 
per cent of all UK originated content spend and will cover the large majority of all high budget programme 
strands in the UK.

53
 

Out of peak hours, the BBC has more than 50 per cent buying share in drama and factual programming, 
as commercial network daytime schedules tend to commission more lifestyle, entertainment and current 
affairs discussion shows. 

Figure 18: Share of PSB network first run commissioned hours in peak-time, by genre, 2013 

 

The BBC’s importance in commissioning UK children’s programming, especially non animation, is hidden 
by any analysis of network commissions as all children’s output now appears on CBeebies and CBBC. 
                                                      

53
 O&O estimates of programming spending by channel and time slot 

“Other” is broadly public service genres: Special Events, Religion, Education, Arts & Classical Music, and Consumer Affairs

Source: BARB, Attentional Limited, Oliver & Ohlbaum analysis
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Separate analysis suggests the BBC commissions about 80 per cent of live action children’s 
programming in terms of value made in the UK.

54
 

2.2 A Long History Of Resisting But Then Embracing The Independent 
Sector 
The BBC now sources about 48 per cent of all its non-news network output from external producers, the 
vast majority on which is still from independent producers rather than broadcaster related producers. See 
Figure 19 below. But the pattern of adoption has often been resistance followed by acceptance. 

Figure 19: Proportion of BBC network commissioned hours that are produced in-house at the BBC 

 

The 25 per cent quota was introduced by the 1990 Broadcasting Act, which also implemented the 
requirements of the TV Without Frontiers Directive into UK law; in 1986 the Peacock Committee

55
 

recommended a 40 per cent quota, largely to encourage efficiency across the BBC and ITV, both 
believed to be inefficient, less innovative and less entrepreneurial at the time than the indies making 
programmes for the Channel 4. 

The BBC was given until the end of 1993 to comply. It began by trying to achieve the quota by contracting 
out relatively high volume but low value sports coverage and daytime quizzes, and/or requiring 
independents to use BBC facilities as a condition of the commissioning contract and imposing a 
management fee on each contract – in effect trying to minimise the impact on the BBC’s in house 
capacity. The OFT intervened to stop these contractual conditions and to force the BBC to make sure the 
25 per cent quota reflected a broad range of output and more or less 25 per cent of value.  

This resulted in a cash crisis at the BBC in 1992 as it had failed to reduce its in house capacity sufficiently 
to allow for this level of external commissioning – effectively spending its monies twice – and the 
subsequent introduction of the Producer Choice system under new Director General John Birt. Producer 
Choice was aimed at giving internal BBC producers the same control over their costs as independents 
and to allow for a proper comparison of in-house versus external producer costs.  

The BBC became more welcoming to indie producers under Producer Choice but largely as a source of 
competition to their in-house departments to encourage them to be more efficient and stimulate their 

                                                      

54
 A report for Pactby Communications Chambers - “Give Kids a Break – the economic case for a children’s TV tax credit” - 2014 

55
 Home Office Inquiry into the Funding of the BBC – Chaired by Professor Alan Peacock - 1986 
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creativity – the aim was a more vibrant and efficient in house activity rather than large scale switching to 
third party commissioning, with in-house drifting down from 75 per cent in 1993 to 71 per cent in 1997, but 
then rising again to 73 per cent by 1999 as in house provision improved. 

From 2000, the BBC under its new Director General, Greg Dyke, turned against independents, wanting to 
keep as much production and creative talent in house as possible to help the BBC compete against ITV, 
Channel 4 and Sky and setting itself against enriching the independents. The BBC actually breached the 
quota in 2000, as it was trying to get the maximum 75 per cent level of programming in house when 
Endemol lost its indie status having been taken over by a company that owned a Spanish broadcaster

56
, 

and it continued to squeeze the sector driving commission prices down, retaining all rights and keeping 
most the best new commissions for in house producers. 

This behaviour led to an inquiry being set up by the ITC
57

 under Sir Bob Phillis which recommended 
changes in the terms of trade between the PSB broadcasters and indies to help strengthen the indie 
sector and prevent vertically integrated broadcasters such as ITV and the BBC from using their ability to 
source supply from their own production arms to leverage all secondary and ancillary rights from 
independents. In particular, it required that broadcasters only obtain the primary rights to a programme in 
return for commission payment, and that this commission payment needed to be sufficiently high to allow 
the producer to retain the secondary rights to the programme profitably. These terms of trade were 
adopted by all PSBs in 2003 – under the threat of legal action if they did not comply voluntarily.  

Capital investment then flowed into a sector that had been transformed from lifestyle business to asset 
owners, and this then attracted some of the best creatives to leave broadcasters and set up as indies and 
the commissions followed, with BBC in house declining from 73 per cent of output in 2003 to 69 per cent 
in 2006. In recognition of the strength of the sector and the BBC’s need to both work with the best indies 
but retain its in-house capacity, the BBC introduced the WoCC system in preparation for its new charter in 
2007. 

The WoCC system opened up 25 per cent of BBC output beyond the 25 per cent indie quota to external 
supply – indie and third party broadcaster owned – and guaranteed 50 per cent of BBC output to BBC in-
house departments. As outlined in more detail below, the BBC now takes about 48 per cent all output 
from external suppliers, with BBC in-house output share being close to its guaranteed minimum in several 
genres. 

2.3 Particular Patterns of Commissioning 

2.3.1 Using the Indie Sector Across All Genres But Much More in Some Areas 
than Others 
The BBC now accounts for about 30 per cent of all peak time indie commissioning across the UK network 
market and about 50 per cent of all network non-peak time commissioning of indies, and in terms of 
annual spending is now the indie sector’s largest commissioner of programmes.

58
 

While the BBC does use indies across all its genres, it does so to varying degrees. In particular, it tends 
to use independent producers less in precisely those genres where it is the largest UK network buyer 
such as current affairs and factual.. This has the effect of keeping the indie sector in these genres 
relatively small. The exception is children’s, where the BBC is a significant commissioner and it buys 
about 44 per cent from independent suppliers. See Figure 20 below. 

 

 

                                                      

56
 In 2000, all broadcasters, even those not broadcasting in the UK, were included in any assessment of independent status, this 

was subsequently changed to UK broadcasters in 2003 
57

 Predecessor TV regulator to Ofcom 
58

 O&O/Attentional programme database and O&O database on programme spending by channel and timeslot 
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Figure 20: BBC share of all PSB network commissioning and independent share of BBC network 
commissions, peak time, 2013 

 

Where there already exists a large and thriving indie market due to other buyers making use of the sector 
the BBC seems happy to also use the sector more. Conversely, this may suggest that the BBC is doing 
little to nurture an indie market where the sector is relatively weak other than in Children’s where arguably 
independents’ are helped by the uniquely global and mixed sources of funding that apply in that genre, 
with an individual commissioning broadcaster often putting up well under 50 per cent of the monies for 
programming where co-producers and ancillary/merchandising and publishing rights often provide the 
majority of funding .   
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Figure 21: Buyer versus supplier concentration, peak time, 2013 

 

2.3.2 Keeping Long Term strands in house 
While the relatively recent increases in the BBC’s use of the indie sector might lead to an expectation of a 
disproportionate number of long running strands being made in-house as is the case ( several started life 
before the indie sector existed never mind the introduction of the 25 per cent quota), the size of the 
discrepancy between the age of series of BBC in-house production and external suppliers to the BBC 
may suggest the BBC is operating a two part market and in particular is not prepared to use the indie 
sector to refresh or reduce the costs of many of its long running schedule bankers. 

Figure 22 below sets out the distribution of hours by age of network strand in 2013 across all genres for 
BBC in house versus external suppliers. It shows for example that external producers are winning about 
25 per cent more hours of new strand commissions than the in-house teams, while in-house production 
has almost three times as many hours of strands that have been in the schedule 10 years or longer – the 
key schedule bankers – than the external sector. Whereas BBC in-house has 71 per cent of its output in 
programmes of 5 years or more, external producers only have 49 per cent. Perhaps more surprisingly, 
even though external producers have been gaining share consistently since the WoCC was introduced in 
2007, the external sector had fewer programmes that have lasted for at least 5 years than the in-house 
sector. 
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Figure 22: First run BBC in-house and external commissioned hours by age of title, all day, 2013 

 

Going a level deeper by genre, and within an area like Drama, 80 per cent of in-house output has been in 
the schedule for at least 5 years, while in-house only has 8 hours of drama that has been re-
commissioned from 2012 versus the external suppliers’ 48 hours. Only 27 per cent of output by external 
suppliers has been in the schedule for more than five years. As will be assessed in more detail below, this 
relative performance could either reflect the creative strengths of external versus in-house or the impact 
of long running drama now accounting for almost all the guarantee in the WoCC. 
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Figure 23: First run BBC in-house and external commissioned drama hours by age of title, 2013 

 

2.3.3 Not Always a Neat Dividing Line 
Assigning programme strands as either in-house, external or independent is usually a fairly straight 
forward process, but with some long running strands – such as Imagine, Horizon, Panorama etc., while 
BBC in-house makes most the strands either on its own or with an overseas co-production partner, it also 
commissions some individual episodes from independents (and occasionally it may acquire a programme 
which means it’s not an origination at all).  

We try to capture this in the way we code programmes and assign the individual episodes as independent 
but the remainder of the series as in-house.  

While at one level this is just a measurement issue it does also provide evidence of different ways of 
working with independents where a series executive producer can set the overall editorial tone and 
strategy for a strand, but independent producers make the programme. We will return to this issue when 
discussing potential reforms to the commissioning team structure and skills at the BBC should the BBC 
move to become a publisher broadcasters,  as such practices may provide a model going forward.  

In Children’s programming there is the added complication that several strands and episodes are actually 
co-productions between BBC in-house and a UK indie –we assign these to the type of producer on a 
case by case basis (although this is outside the Programme Database we constructed as that only covers 
the main PSB networks not CBeebies of CBBC). Again this suggests there are different ways in which the 
BBC can act in more of an executive producer role on a strand side by side with an indie. 

2.3.4 A Two Tier Commissioning System? 
A report by Ernst and Young into BBC In-house commissioning in 2008, suggested that there were a 
number of ways BBC in-house and independent commissioning differed. In-house production was often 
allocated seed money to develop new ideas, while independent producers would be allocated 
development monies but only once an idea had already been submitted to the commissioners and 
accepted as warranting further work. Independent producers often pitched to a formal Editorial 
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Specification whereas in-house producers often pitched ideas outside any specific guidance. At the time 
of the report, there was often no formal contract between BBC in-house and commissioner as there was 
with independents (although this was to be addressed by an internal BBC initiative named project Jewel). 

2.3.5 Spreading Commissions Across the UK 
The last role of the BBC as commissioner is in spreading the TV content industry across the UK. In 2008, 
the BBC set out its plans to move its network production outside London with a target of 50 per cent of 
qualifying network output by 2016, with sub targets of 33 per cent in the English Regions and 17 per cent 
in the Nations. 

The most significant move was to relocate two London in house production departments in Salford – 
Children’s and Sport – including the move of significant long term strands like Blue Peter and Match of 
the Day. By the end of 2011 the BBC had gone from having 33 per cent of its spend outside London in 
2007 to 41 per cent. 

59
 

However, with the BBC – and to a lesser extent ITV – choosing to meet their commitments to out of 
London production by the relocation of in-house departments, they have limited the contribution of these 
moves to the creation of sustainable indie clusters outside London. In 2011 over 60 per cent of PSB 
network commissioning spend in the North of England was in-house, and for the Midlands and East over 
80 per cent is in-house. 

60
This has prevented the indie sector growing in these regions either through 

independent local producers of network production or fully functioning regional subsidiaries of super-
indies. In regions where commissioning broadcasters have used in-house production less, such as 
Scotland, a healthy local indie production community has emerged (helped in Scotland and Wales by the 
volume of local non-news opt out programming and local language channels such S4C and BBC Alba).  
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 O&O Report for PACT – Estimating the Economic Contribution of Independent Production Outside London - 2013 

60
 As note 46 
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3 THE BBC AS CONTENT PRODUCER 

3.1 Still The UK’s Largest Production House (O&O Estimates) 
The BBC does not produce figures on either the total commission income of BBC in-house or the size of 
each department and/or genre area. 

O&O analysis of output hours and general knowledge of network commission prices for different types of 
output across the UK TV sector gained from our Pact and COBA Census work, and O&O involvement in 
past programme price benchmarking work plus a review of published cost per hour data by the BBC, has 
allowed us to estimate the total commission income for BBC in-house network production by genre in 
2013. 

This suggests BBC in-house had £466m of commissioned programming in 2013, with £153m coming 
from Drama as the largest departmental revenue, followed by Current Affairs at £72m, Children’s at £50m 
and Entertainment at £60m. The BBC Knowledge departments – factual, lifestyle/factual entertainment 
and other – combined had estimated sales of c£90m. BBC Worldwide accounts for 2012/2013 also state 
that they invested c£60m in in-house BBC productions in that year, making the total sales of BBC in-
house at £526m in 2013. (Excluded from this analysis is £18m of royalties from BBC Worldwide in BBC 
in-house archive content and £100m of in-house local opt out non-news programming, largely spent in 
the national regions). See Figure 24. 

 

Figure 24: Estimated size of BBC network TV in-house production 

 

 

Comparing BBC in-house (network production only) with other UK producers – on the basis of UK 
turnover only – suggests it is still the largest production company in the UK, well ahead of the so called 
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super-indies – 70 per cent larger than the largest UK indie group All3media plc 
61

– and still larger than 
ITV Studios – the largest UK commercial broadcaster linked producer in the UK – despite ITV Studios 
recent acquisitions of indies such as The Garden, Big Talk and So Television. See Figure 25. 

Figure 25: UK Turnover of BBC in-house production, ITV Studios and large indies, 2013 

 

Even this comparison my underestimate the comparative size of both ITV Studios and BBC Network 
Production as the revenues for the BBC and ITV include only the net investment from rights distribution 
into programming whereas the sales of some of the super indies include gross rights sales through 
owned distributors, and other TV and film related activities.  

3.2 But A Different Type Of Producer 

3.2.1 A High Proportion of Long Term and High Volume Strands, Slow to Grow 
Overseas 
BBC in-house production is characterised by a large proportion of long lived high volume strands from  
EastEnders and Casualty, to Antiques Roadshow, Countryfile, Film 2014 etc. and Horizon. 

62
 

Looking across all genres (Figure 26) it can be seen that  BBC in-house has less than 15 per cent of its 
output in strands that are now between 2 and 5 years old – which essentially represents recent 
successes – in 4 genres – Current Affairs, Drama, Factual and Lifestyle. Strands older than 10 years 

                                                      

61
 All3media plc is about to become a broadcaster owned production group with the buyout by Discovery networks and Liberty 

Global leaving the largest indie as Endemol, which in turn may lose its indie status given the proposed JV with Shine Group (wholly 
owned by Fox). 
62

 The recent review of BBC 1, BBC2 and BBC4 by the BBC Trust noted the predominance if very long running strands in BBC 
network TV, especially BBC1, suggesting that the BBC was perhaps being too conservative. 
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represent more than 45 per cent of all BBC in-house output in Drama, Current Affairs, Lifestyle and Other 
(Arts, Religion, Consumer Affairs). 

63
 

 

Figure 26: First run PSB network in-house commissioned hours by age of title, all day, 2013 

 

Even within more recent programming first commissioned within the last 10 years the BBC tends to have 
a large number of high volume titles in house such as the One Show, Strictly Come Dancing, Coast  etc., 
and a high proportion of high volume sports and events coverage such as the Proms, Glastonbury, and 
Wimbledon. This makes BBC production more the reliable year in, year out provider of schedule bankers 
or the large scale event and less dependent on yearly new commissions and re-commissions as many of 
the indie groups are.  

And despite moving into global production overseas about 10 years ago (where it has always been free to 
operate on a commercial basis), the BBC only has 10 in-house titles that are produced in any form in 
major markets overseas by the BBC or a commercial licensor, compared to 11 for All3media UK, less 
than half its size, and 8 for Fremantlemedia UK. Total BBC Worldwide overseas production at £150m a 
year is less than 33 per cent of BBC in-house UK commission income, versus a ratio of about 45 to 50 
per cent for leading UK indies, where total non UK commissions in 2013 were £640m.

64
 

3.2.2 Losing Market Share Across All Genres 
In terms of the performance of in-house production over time by genre BBC in-house share of BBC genre 
commissioning has fallen since 2003/04 in 5 out of the 6 main genre categories, the exception being 
comedy where there has been a recent resurgence. In terms of recent performance, since 2006/07 when 
the WoCC was created, it has been BBC Entertainment which has lost the most ground having gone from 

                                                      

63
 We will elaborate later in this report how these very high proportions on long running strands within BBC in-house make moving to 

a lower guarantee level as an option more or less meaningless – as a guarantee is not needed at a level entirely accounted for by 
schedule regulars. 
64

 BBC Worldwide Annual Report 2012/2013 and PACT Census 2013 
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providing 60 per cent of BBC demand to just 35 per cent in 2011/12. Figure 27 sets out the nine year 
trend since terms of trade were introduced in the UK.

65
 

Figure 27:  Proportion of BBC Network TV commissioned hours produced in-house by genre, 2004 to 2012 

 

 
 

Analysis of comparative success of recent commissions in getting recommissioned, by comparing the 
number of new commissions in 2013 to the number of recommissions in 2012 by genre for both in house 
and external producers suggests the in-house providers continue to do badly in getting ideas to stick. 

66
 

In factual in-house has to try 12 ideas to get one recommissioned, in Arts/religion/consumer affairs 17 
ideas, in entertainment it’s 5 ideas and Drama 7.5. For external producers it’s 5 ideas in factual, 2 in 
arts/religion etc., 3 in Entertainment and just 2 in drama. If this performance continued for 2 more years in 
2014 and 2015 the BBC would be likely to be in breach of its in-house guarantees across a range of 
genres, implying the current WoCC/guarantee system was no longer tenable – something addressed in 
the next section.  
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 Biennial Reviews of the BBC WOCC – 2008, 2011, 2013 
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 O&O/Attentional Programme Database 
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3.2.3 Spread Across the UK 
Despite a recent rationalisation of production across the UK, the relocation of two production departments 
from London to Salford and the consolidation of central London production in W1, the BBC still makes 
network programmes in 8 different production centres across the UK. Figure 28 lists the centres and the 
main genres produced in each. 

Figure 28: BBC Production Estate Across the UK (2013) 

Location Use 

London: New Television Centre, Elstree. Network drama and entertainment, Continuing 
drama, news, religion, concert, performances. 

Salford: Media City UK – Salford Quays Children’s, Breakfast, Sport. 

Birmingham: BBC West Midlands Drama village, continuing drama, network one-offs 
and series. 

Bristol: BBC West Factual production centre, network daytime 
productions, continuing drama, Natural History 
Unit, politics. 

BBC Scotland: Pacific Quay, regional production 
centres 

Network programming across genres, Continuing 
drama, news, sports, comedy. 

BBC Wales: Broadcasting House Network programming across genres. Welsh 
language programming, drama, continuing drama. 

BBC Northern Ireland: BBC Northern Ireland 
and BBC Radio Ulster Broadcasting House 

New, politics, entertainment, comedy. 

 
 

3.2.4 Not Allowed to Compete for Third Party Commissions in the UK, But With 
Better Direct Access to Commissioners 
The publicly funded and supported nature of BBC in-house TV production and its status as an in-house 
vertically integrated activity of BBC Vision has meant that it has not been permitted to bid for third party 
work – as licence payer monies can not be used for commercial development and risky third party 
commercial pitches. However, on the flip-side, independent reviews of the WoCC system and the BBC’s 
commissioning system do suggest that in-house enjoys a closer relationship to in house commissioners 
and channel controllers than any independent group. 

67
 

Some commissioning areas still operate a two tier commissioning system despite the WoCC with 
independent producers going through a different decision making system than in-house producers, and 
with more initial seed funding for ideas from in-house departments only , while independents effectively 
have to make an initial pitch for development funding. 

68
 

 

  

                                                      

67
 See BBC In-House Television Commissioning  – A Review by Ernst and Young LLP–2008, and the Biennial WOCC Reviews in 

2008, 2011 and 2013. 
68

 See BBC In-house Television Commissioning – A Review by Ernst & Young LLP commissioned by the BBC Trust’s Finance and 
Strategy Committee – June 2008 

Source:  BBC website 
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With external producers now taking 
over 80 per cent of the WoCC, 
compliance with the in-house 
guarantee is probably distorting 
editorial commissioning decisions in 
genres – with a “one in, one out” 
system for external commissions and 
an almost “must take” for BBC in-
house 
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4 THE IMPACT OF THE WOCC AND THE 
MINIMUM GUARANTEE SYSTEM 

4.1 The WoCC And Minimum Guarantee System To Date In Brief 
The BBC’s Window of Creative Competition (WoCC) is defined as, “the difference between the BBC’s 
independent quota required use of independent producers and the BBC’s output guarantee to its in-house 
production departments”.

69
 

WoCC output available to external producers (both independents and broadcaster owned) for open 
competition is calculated each year in terms of hours and spending available by genre, and from 2010 
was posted on the BBC Commissioning web site in each relevant financial year.  

While the headline minimum guarantee across all BBC in-house output is 50 per cent, and the 
independent quota proportion is 25 per cent of qualifying output – which suggests that across all BBC 
commissions the WoCC is 25 per cent of commissioned hours – the level of guarantee and proportion of 
programming available in the WoCC to external suppliers varies considerably by genre in any one year, 
and also varies from year to year. 

The latest biennial report by the BBC Trust on the WoCC (published in March 2013, and covering the 
period up to end March 2012) provides information both on the proportion of network commissioned 
hours available within the WoCC by genre in each year, and BBC in-house performance in terms of share 
of network commissioning accounted for. Using both pieces of information it is possible to estimate the 
level of guarantee that applies to each genre in each year.  

This analysis suggests that the minimum guarantee varies from about 65 per cent in BBC Drama 
commissions, to about 33 per cent for BBC Entertainment, with BBC Knowledge enjoying a 42 per cent 
minimum guarantee, and Children’s a 52 per cent guarantee, and BBC Comedy 33 per cent. The 
guarantee for Sports production is less easy to calculate from the 2013 WoCC report, but it is probably 
well in excess of 50 per cent. 

The reasons for this differential levels of guarantee are probably linked to the capacity of the department 
in question, the level of production department overhead and development costs versus the incremental 
costs of production (i.e. the scale economics within the genre), and no doubt, some notion of the capacity 
of the external market to fulfil the BBC’s needs. 

However, there is also another possible reason for the variation in the levels of guarantee by genre which 
may question the usefulness of the WoCC in allowing for new opportunities for external producers in each 
and every year – the proportion of new versus returning strands, and the longevity of those returning 
strands. This is assessed below in terms of the potential distortions in competition caused by the WoCC 
system – especially as it goes forward from the current level of external producer success. 

4.1.1 Performance to Date – BBC In House Versus External Producer 
The BBC Trust’s review in March 2013 suggests that overall by March 2012, external producers had done 
disproportionately well in securing commissions within the WoCC. By March 2012, external producers in 
Drama had secured 99 per cent of the WoCC in that year, up from 45 per cent in 2007/08. In 
Entertainment external producers had secured 90 per cent of the WoCC, up from 64 per cent in 2007/08. 

The BBC fared a bit better in Comedy, with BBC producers securing 51 per cent of the WoCC in 
2011/2012, but less well in Knowledge commissions – securing just 29 per cent by 2011/2012. 
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 Window of Creative Competition for Television – BBC Trust review – March 2013 
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Of course these percentage shares for the external producers have to be judged in the context of the size 
of the WoCC. Only 20 per cent of the total BBC Drama output was included in the WoCC in 2011/2012, 
while 52 per cent of all entertainment output was included. 

Overall, external producers were gaining 21 percentage points of output of the total of 25 percentage 
points available, over 80 per cent of the “open market” by the end of 2011/2012. See Figure 29. 

Figure 29: Indie producer success in the WoCC, proportion of BBC commissioned network hours, 2011 to 
2012 

 

 

4.1.2 New Versus Returning Strands and the Real Scope for Competition 
In 2013, 27 per cent of strands on BBC 2 where new (i.e. first run), 73 per cent were returning, for BBC1 
17 per cent were new and 83 per cent returning. These ratios were fairly typical of the channels over the 
last 5 years and are higher than ITV’s new strand ratio – which was at 11 per cent in 2013 – but lower 
than Channel 4’s at 29 per cent in 2013 (Figure 30). 
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Figure 30: Share of first run commissioned new hours, PSB networks, 2008 to 2013 

 

Separate analysis by O&O also suggests that a high proportion of returning BBC in-house output in 2013 
was accounted for by long running strands, many of which are schedule bankers. 48 per cent of BBC in-
house returning strands were over 10 years old and include schedule perennials such as Antiques 
Roadshow, Top Gear, Crimewatch, EastEnders, Casualty, Horizon etc., a further 17 per cent were more 
than 5 years old, a fair proportion of which will have a solid position in the schedule. 

Given the small proportion of new strands in any one year up for genuine “open pitch” competition, and 
the proportion of long term schedule bankers underpinning the BBC in-house output, it is uncertain to 
what extent a genuine competition for new commissions now exists in the WoCC. 

If the external producers large share of the WoCC in 2011/2012 (in addition to the 25 per cent quota 
baseline) is largely made up of strands returning from previous WoCC wins in prior years, then the 
number of new projects available to win in 2011/12 must be very small. 

Conversely, if there are still a large number of new projects available to win in the WoCC, it implies that a 
large proportion of externally supplied strands in the WoCC in any one year are relatively short lived when 
compared to BBC in-house output. 

4.1.3 The WoCC in 2014 – A Distorted Market, Not an Open Market? 
While the WoCC may have been a genuinely open field for external producers to win significant long-lived 
strand contracts back in 2007/08, it is now likely to be either an open market for a lot of relatively short 
lived strands (or perhaps episode contributions to longer BBC in house strands – e.g. Panorama and 
Imagine single episodes) or a largely pre-allocated market with few new opportunities for external 
producers, and those that do exist only coming at the expense of another external producer, not BBC in 
house. 
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The BBC can counter this to some extent by effectively shifting a high proportion of indie made long term 
strands into the independent quota allocation, and allocating a high proportion of new commissions to the 
WoCC, but even this approach only buys some short term freedom for channel commissioners as the 
external producers mop up most of the new commissions in the WoCC, a proportion of which then get 
renewed. 

Either way, the need to comply with the WoCC requirements in 2014 is probably now distorting the 
editorial commissioning decisions of channel commissioners at the margins, with external producers’ 
ability to compete, win and get subsequent re-commissions from the BBC commissioners now being 
severely limited by the need to comply with the BBC in-house 50 per cent guarantee, and 6 years of 
WoCC share gains by the external suppliers. 

In short, the in house guarantees across several genres are now too near the actual BBC in-house 
supply, with so much in house supply tied to long term schedule bankers, the commissioners are 
probably getting quite close to having to take new ideas from in-house departments, not the external 
sector (unless they cancel a disproportionate amount of external commissions). 

4.1.4 Drama: A Case in Point 
External producers obtain 34 per cent of all BBC drama commission hours in 2011/12 according to the 
2013 WoCC report, and the WoCC makes available 20 per cent of BBC drama hours which the external 
market took almost 100 per cent in 2011/12, so about 19 per cent of all BBC output. This in turn suggests 
that the proportion of hours allocated to the indie quota in 2011/12 in drama was only 15 per cent (34 per 
cent less 19 per cent). This is a lot less than the average 25 per cent, and probably reflects a bigger issue 
in the overall guarantee/WoCC system in drama (which is that in-house drama is made up primarily of 
lower cost long running soaps and studio based serials – implying that an independent output quota of 15 
per cent of drama hours is near to 25 per cent of drama spend). 

Of the BBC’s 65 per cent drama guarantee hours about 52 per cent is accounted for by four long term 
strands, EastEnders, Holby City, Casualty and Doctors. This leaves just 13 per cent of BBC drama output 
in non long running strands under the guarantee. 

The external sector is now running at 34 per cent, with long running in house strands at 52 per cent, if all 
the external strands were re-commissioned this would leave the BBC commissioners having to 
commission almost all their new drama series ideas from in house to meet the guarantee or decide not to 
renew several external strands to build in more effective choice in the next round of commissioning.  

Either way, whether the commissioners have no effective choice but to go to BBC in-house, or have to 
not re-commission a large number of external strands to build in more flexibility of choice in the next 
commissioning round, it is the case that sourcing decisions would be beginning to override editorial 
judgements. The level of guarantee is too near BBC Drama’s actual performance. 

4.1.5 Potential Impact of this Market Distortion on Editorial Decisions 
Trying to comply with multiple sourcing constraints – a quota, an in-house guarantee, and the WoCC 
making up the difference – should not prevent marginal commissioning decisions being based on merit as 
long as there is enough headroom in the system. 

Once BBC in-house loses most of the WoCC allocation on a consistent basis as it has been doing in 
some genres, commissioners have to start distorting their commissioning and re-commissioning decisions 
based on sourcing compliance, not editorial criteria. Some more leeway can be achieved by shifting the 
guarantees and quotas within a genre to allow more headroom and making up the difference in another 
genre to ensure aggregate compliance, but as more genres get close to their in house guarantee level – 
as they are doing – the less headroom there is for commissioners. 

Figure 31 is similar to Figure 26 but this time we present commissioned hours by age of title from all 
sources across BBC1 and BBC2, not just in-house. The dashed line against each genre shows where we 
have estimated the in-house WOCC guarantee level to be, based on an analysis of the WOCC reviews 
published by the BBC Trust. It shows that in genres such as Drama, Entertainment and Lifestyle, the 
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volume of older titles is such that there is little room for manoeuvre by internal commissioners when it 
comes to making space for commissioning new ideas externally or adjusting the portfolio of BBC in-house 
productions commissioned. 

Figure 31: First run BBC Network commissioned hours from all sources by age of title, all day, 2013 
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BBC Efficiency targets are typically 
set by output service and overhead 
function (not specifically applied to 
production), and there has been no 
comprehensive outside assessment 
of BBC efficiency since the 2005/06 
licence settlement 
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5 THE EFFICIENCY AND EFFECTIVENESS OF 
BBC IN-HOUSE PRODUCTION 

5.1 BBC Reports – No Systematic Assessment, Only Some Clues 
There is no systematic published assessment of either the efficiency or the effectiveness of BBC in-house 
production versus external suppliers. The nearest the BBC gets to such an assessment is in the Biennial 
WoCC report, the latest of which was published in March 2013 and relates the period up until the end of 
March 2012. 

Major efficiency initiatives such as Delivery Quality First focus on broadcast service level efficiency 
targets and overhead/support function targets, they do not share efficiency analysis publicly even if such 
analysis was used to derive the target nor do they specifically cover production. Service value for money 
reviews tend to focus on the current effectiveness of services and support functions or individual areas of 
spending such as talent or sports rights, not on originated production per se.  

The last comprehensive review of BBC efficiency performance and benchmarks (actual efficiency not 
performance versus targeted improvements) was as part of the 2005/06 licence fee settlement, which the 
NAO assessed in terms of the process and methodology rather than the substance, and where very little 
substantive analysis was published. 

There have been occasional reviews of specific programme areas, most notably the NAO review of long 
running drama strands, which provided some level of detail of costs and efficiency issues, but again 
focused more on the BBC’s processes for assessing and improving efficiency and much less on the key 
issue of how efficient BBC Production actually is compared to indies and other producers. 

5.1.1 The Biennial WoCC Reviews 
These are produced every 2 years and assess the WoCC in terms of compliance and outcomes. They 
also make recommendations, progress against these are then reported in subsequent reviews. 
Compliance is mainly about the process of defining and setting the WoCC. In August 2014 the BBC Trust 
published the terms of reference for its next commissioning review, which will be a wide-ranging review of 
the supply of BBC content for television, radio and online.

70
 This consultation is due to be launched in 

October.  

The outcomes analysis from the BBC Trust WoCC reviews is split into outcomes for suppliers, outcomes 
for audiences and value for money. Outcomes for audiences tries to deal with some of the effectiveness 
issues by source of output by reviewing whether there is any systematic difference in audience viewing or 
perception of quality or innovation (“fresh and new”).  

This data tends to be presented at an aggregated level either for all programming, of between indie, 
external supplier and in-house or by broad genre. There is no specific analysis of the most recent 
commissions or re-commissions versus long lived strands and the aggregated data, even at strand level, 
is heavily influenced by the stock of programmes from the year before so that each year’s figures only 
change marginally, often with no clear pattern. Overall, the conclusions on outcome for audiences is that 
there is no discernable difference either way between the audience popularity or value of externally 
produced programmes and in-house programmes, one source is as effective as the other. This seems 
fairly consistent across genre and across time. 

Outcomes for suppliers tend to focus on the number of indies who get to pitch for and win commissions, 
their size and location. It also covers how the BBC reports its performance within the WoCC and more 
broadly and whether it offers competitive tendering opportunities in areas such as sport. It does cover the 
impact of the WoCC and guarantee system on a fair and transparent commissioning decisions, and in the 
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 Terms of Reference available at 

http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/content_supply/terms_of_reference.pdf  

http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/our_work/content_supply/terms_of_reference.pdf
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last review of March 2013 did recognise that some marginal decisions are being impacted by the need to 
fulfil the guarantee when indies were taking such a large share of the WoCC but dismissed these as 
limited and the inevitable consequence of having to meet so many targets. 

In the area of efficiency as opposed to effectiveness, as these reviews are reluctant to touch on editorial 
issues – i.e. making any judgement of whether programmes are of a similar quality or production 
standards, they simply present  (1) the average cost per hour 5 year trend across all commissions which 
is of course heavily influenced by genre mix and says nothing about the comparative costs of alternative 
sources – or (2) in house versus  external average cost per hour of different genre for just one year – 
which is again influenced by the mix of commissions in each category. 

However, looking at the three biennial reports together – 2009, 2011 and 2013 (covering periods to 
2007/08, 2009/10 and 2011/12) – one can get some view of cost inflation by broad genre and source of 
supply. See Figure 32 below for the trends in externally supplied programming, and Figure 33 for trends 
in in-house programming. The trend in Knowledge programming is perhaps the most interesting as in 
Drama and Entertainment average costs per hour can be heavily influenced by a few more expensive of 
cheaper high volume projects, Knowledge output covers such a high volume and range of individual titles 
it is less likely to be influence by a few special strands. 

For both in house and indie supplier the costs of these programmes to the commissioners (I.e. the price 
they pay) has been flat for the 5 year period. Indie drama, which is almost entirely short drama series and 
one offs, has seen a slight cost per hour reduction over the 5 years as has Comedy. In fact, the only 
external cost per hour inflation has been in entertainment. 

 

Figure 32: Cost per hour of BBC commissioned hours from indies, 2008 to 2012 

 

In-house production shows most inflation in children’s and entertainment, and decline in Comedy costs 
per hour. The in-house odd trend in Drama probably reflects a difference in categorisation in 2012, where 
it is likely only Drama series and one offs rather than the continuing drama was included, but even so, the 
costs per hour are higher than for external drama. Similarly the large differences in costs per hour 
between the two sources – other than in the last year- is explained by in-house focus on lower cost 
continuing drama strands such as Eastenders, Casualty, Holby City and Doctors. 
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Figure 33: Cost per hour of BBC commissioned hours produced in-house, 2008 to 2012
71

 

 

Other reports into BBC in-house costs per hour (such as that into continuing drama outlined below) do 
suggest that when the in-house costs per hour are calculated there is an apportionment of property and 
support service costs so that the costs included are analogous with an indies cost structure. 

5.1.2 Efficiency Initiatives, Licence Fee Reviews and Benchmarking Studies 
The BBC is currently three years into its latest corporation wide cost saving and resource reallocation  
initiative called Delivering Quality First (progress on the targets is being reviewed by the NAO this year). 

While about £400m out of the £580m eventual annual savings target in Delivering Quality First was about 
doing things more effectively rather than changing the scope and range of BBC services, and about 
£200m of that was focused on pure productivity improvements as opposed to reducing management 
layers or rationalising the property portfolio etc., no specific targets for reducing the costs of producing an 
hour of programming are contained in the BBC’s efficiency reviews and targets. In fact, the BBC’s 
process of recycling some of its savings back into increased quality of content makes it particularly 
difficult to track back the likely net impact of productivity improvements and extra investment on the costs 
per hour of any genre or sub genre of programming. 

72
 

This approach mirrors previous cost savings exercises by the BBC in preparation for past licence fee 
reviews, where targets are applied to output services and support functions but there is no reconciliation 
with expected costs per hour of programming to the services, nor any analysis as to whether BBC in-
house production departments are making surpluses or deficits from the monies spent by the channel 
controllers. 

In the 2006 licence review and Charter renewal, some programme price benchmarking was 
commissioned by the BBC in co-operation with other UK broadcasters, the main findings of which were 
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 The figure for Drama in 2012 is likely to be on a different basis – most likely excluding continuing drama titles 
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 NAO Review of Delivering Quality First 
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reported by the NAO in its review of how well the DCMS scrutinized the BBC’s efficiency
73

. This drew 
attention to some areas of potential inefficiency at the BBC in certain programme areas in terms of the 
prices paid for genres of programmes versus rival broadcasters and as related to the specific editorial 
features if the programming – in-house and independent – but the NAO report makes no mention of any 
analysis done to compare in-house with independent in terms of prices paid for similar programmes or 
programmes with specific characteristics and no assessment of the extent to which in-house production 
recovered all costs – or indeed whether the costs they needed to recover put them on a level playing field 
with indies. 

No benchmarking or efficiency analysis was conducted as part of the 2010 licence fee review process 
which was completed in short order and simply required the BBC to take on a set of new funding 
obligations with a licence fee frozen until 2016. The BBC has since been adding to its Delivering Quality 
First targets to ensure it can manage within these budget constraints. 

5.1.3 Value for Money and Service Reviews 
The BBC has conducted a number of value for money reviews and service under the auspices of the BBC 
Trust. The value for money reviews tend to cover support services, financial management etc. or specific 
editorial areas such as major sports and music events. The service reviews are mostly about the public 
purposes and perceived quality of the output with value for money comparing overall spend with reach 
and impact measures – actual productive efficiency is not covered in detail. Even a review of in-house 
commissioning in 2008 was mostly about process, not a single figure was provided as to how much the 
BBC spent on the commissioning activity or how this compared with other broadcasters. 

Several value for money reports, especially those conducted with the NAO, make recommendations for 
more benchmarking across the BBC and with other organisations to be conducted to test efficiency and 
value for money, little benchmarking seems to have been done, and that which has been done has not 
been published in detail. 

The specific issue of on screen and on air talent costs was addressed by the Trust in 2008, seeking to 
investigate if the BBC was paying above market rates and/or forcing up market rates- the report 
highlighted the need for the BBC to understand market rates and competitive dynamic better. It also 
pointed out that some talent is contracted directly by the channels as opposed to the producer, and even 
where payment comes from the programme budget, when it is significant it is directly addressed by 
commissioner, with indies and in-house programmes – similar practices apply at ITV and Channel 4 – 
which even though it’s a publisher broadcaster is able to secure the on screen talent it wants by doing 
direct deals – sometimes with a production company owned by the named talent. 

5.1.4 One off reviews of Programme Making – e.g. NAO Review of Long 
Running Drama 
One area where a degree of internal benchmarking and best practice work was conducted and where the 
specific issue of programme production efficiency was addressed was in the NAO review of in-house 
continuing drama strands. This did show a consistent effort to reduce costs per hour by management with 
a very hands on approach taken by commissioners. It also revealed that 25 to 30 per cent of the costs of 
these productions are allocated to the budget with the production team left to manage the remaining cash 
budget. The report noted that large budget services to these productions – such as set design or catering 
– is often subject to competitive tender, but there has been no attempt to put the whole programme out to 
competitive tender – as the BBC does with Question Time and some if its recurring sports coverage 
contracts. 
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Figure 34: Cost per hour of BBC Network continuing drama, 2003 to 2010 

 

5.2 BBC Corporate Overheads Associated With Production 

5.2.1 Only Limited Information of Corporate Overheads and Support Costs 
The BBC does provide a breakdown of direct BBC PSB service costs, distribution costs, and support and 
infrastructure costs. Overall the content costs of BBC PSB services in 2012/13 were £2,442m, with an 
additional £222m spend on service delivery/distribution, and £653m on infrastructure and support costs.  
Of this last total about £464m is attributable to the BBC’s non news related TV services

74
.  

The split of this £464m total between production and broadcasting/commissioning is not provided, 
although a general split of the total c£650m support and infrastructure costs across the whole BBC is 
provided suggesting about 30 per cent is property costs, about 30 per cent central BBC management 
costs such as HR, marketing/communications, finance and strategy/policy, with the remaining 40 per cent 
split between technology, libraries/information, and divisional management costs.  

A similar application of these proportions to the BBC’s TV services would yield about £140m in central 
overheads, £140m in property costs and £180m in technology, libraries/information and divisional 
management.  

Some of these overheads and support costs are probably already charged back to in-house production 
divisions and are, therefore, reflected in average costs per hour and the £466m total estimated 
commission income to BBC Production (derived from BBC cost per hour data), and would not be avoided 
by independent producers if they provided this programming instead. But a proportion of these costs are 
also probably genuine extra overheads associated with being part of the BBC and might not be replicated 
if output switched to the external sector and so might represent a real savings opportunity. 
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On a pro-rata basis then across all TV services (excluding news services) overhead and support costs 
are 26 per cent of direct content spending – £1,784m in content spend versus £464m support costs. 
Given that independent productions are probably counted entirely as content spend and according to the 
Pact census totalled £472m of spend in 2012/2013, this leaves overheads and support services of £464m 
on content spend other than external commissions of £1,312m – a ratio of 35 per cent on all in house 
commissioning and other BBC content related spend across the TV services (news programming on main 
networks, sports rights, acquisitions, music royalties, direct commissioning and scheduling costs etc.)  

The likely proportion of overheads on in-house production is therefore likely to be somewhere between a 
low of 26 per cent and a high of 35 per cent – averaging at about 31 per cent. By contrast the Pact 
census suggests that overheads for independents range from 26 per cent for the sector as a whole to just 
22 per cent for the larger £70m and over turnover indies. The scope for overhead savings from a move to 
publisher broadcaster will be reviewed in section 7 of this report.

75
  

This is clearly an area where more information is needed from the BBC in terms of: 

 What support and infrastructure costs are associated with in-house production ? 

 What proportion of these are charged to programmes when calculating costs per hour comparisons 
with indies?  

 What costs might be expected to reduce if production switched to the external sector? 

5.3 Other Evidence Gathered For This Report 
For this review we have conducted some additional analysis on the efficiency and effectiveness of BBC 
programming by source in terms of: 

 The extent to which there are differences in the audience ratings of independent versus in-house 
programming once time slot impacts are removed; 

 The extent to which there is evidence that independent commission price inflation has been low in 
recent years. 

5.3.1 Ratings of External Programmes versus In House 
For this report we have tried to provide some more recent evidence on the rating performance of external 
versus in house supply to add to that provided in the WoCC reviews just to confirm they perform equally 
well (although we have not been able to use AI data or new survey work to confirm the no difference in 
quality conclusions from the WoCC reports). 

First we have reviewed the ratings performance of external versus in-house supply by time slot across 
BBC1 and BBC 2 – shown in Figure 35 below. 
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 Much of this support costs is probably fixed, but some will vary by the number of people employed in the BBC and the complexity 

of the organisation  and as such would be expected to disappear if the BBC moved to be a publisher broadcasters in TV. Of course 
these costs might have to be incurred more directly by an expanded external sector. The net impact of this is assessed in section 7 
of this report. 
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Figure 35: Comparative ratings of Indie and In house Shows by Time Slot, 2013 

 

The analysis suggests that independent strands perform better after 8pm, while in-house performs better 
before 8pm, reflecting indie strengths in drama series and some factual and entertainment strands. 

5.3.2 Programme Price Inflation 
The WoCC review evidence suggests programme price inflation across all genres and from both supply 
sources has been fairly flat overall since 2008, with perhaps an overall tendency for prices to drop 
between 2008 and 2010 and then rise a bit to 2012. This reinforces the indie survey conducted by O&O 
for Pact in 2009 to measure the impact of the recession suggesting 4 to 5 per cent like for like price 
reductions in both 2008 and 2009 for indie programmes as commercial broadcasters needed to save 
money. It would seem the BBC pushed for similar reductions in what was a depressed market in order to 
help begin its Delivering Quality First initiative around 2009/10. 

To update this analysis we have taken some strand by strand data from the annual Pact census (which is 

anonymised) which shows what has happened to the prices paid by the BBC for a small selection of 

programmes
76

 continually commissioned from 2008 to 2013. It shows that overall there has been only a 

0.5 per cent average inflation in prices over the entire 5 year period – a real reduction of about 12 per 

cent, and it also shows huge differences between shows where commissioners decide they want to 

upscale the proposition as the series proceeds and succeeds (2 examples), programmes where efficiency 

targets are put in place – 3 titles – and one where significant rights investment monies have come in after 

the early series proved a success, which cause a significant reduction in the price to commissioners. It 

also suggests that care should be taken when trying to interpret any trends in specific genres by supply 

source as much will depend on the interplay between the three factors mentioned. See Figure 36. 
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 Given the small size of this sample it can only be seen as a way of checking and providing more granular detail  of a broader 

picture already confirmed by surveys and WOCC based trends. 
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Figure 36: Price inflation for selected Indie strands for the BBC, 2008 to 2013 

 

5.3.3 The Need for More Information and Benchmarking 
It is pretty clear that more information is needed on the costs and performance of different sources of 
programming on a like for like basis before any definitive conclusions can be made on the cost 
effectiveness of indie versus in house supply. Information is also needed on the basis for costing in house 
production – what overhead costs are included for instance. But overall there is no evidence that indie 
production is more expensive even given the indie need to make a profit margin for shareholders. 

  

Sample comprises 100 hours of programming and £19.5 million of programme spend in 2013; it is not representative of total BBC output. Percentage is the 

compound annual growth rate of prices paid for the selected titles between 2008 and 2013. Source: Pact census returns, Oliver & Ohlbaum Analysis 
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BBC Worldwide is refocusing on 
building global channels and B2C on-
demand brands for the BBC; 
independent producers rate it as the 
UK’s most highly regarded distributor 
– where it is the clear market leader  
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6 BBC WORLDWIDE AND THE BBC 

6.1 BBC Worldwide’s Recent Performance 

6.1.1 A Success Story in its Own Right 
BBC Worldwide has four main business activities – programme sales and distribution, consumer 
products, channels and content production, having sold its traditional magazines business in 2011. It also 
has a global brands division that effectively co-ordinates the exploitation of key brands such as Top Gear, 
Doctor Who etc. across all activities but much of the revenue for those brands remains attributable to the 
four  business activities.

77
 

Since 2004, just after terms of trade were introduced for independents and just before the WoCC was 
launched, BBC Worldwide sales have grown by 70 per cent and gross profit by 93 per cent, even though 
BBC in-house content as a share of all BBC commissions has fallen by 40 per cent over the same period, 
and investment in content has only had to increase by 15 per cent compared with 2004. See Figure 37. 

Although some of this sales and gross profit growth is due to acquisitions and changes in group 
accounting for joint ventures etc. there has been strong growth in individual organic revenue streams 
such as programme sales and distribution which has increased from £167m in 2004 to £310m in 2013. 

 

Figure 37: BBC Worldwide key financial indicators and BBC in-house commissioned hours, index 2004=100 

 

                                                      

77
 For the 2013/2014 annual report, BBC Worldwide has reported performance by geographic region across its four activities – North 

America, UK/Ireland/Australia/NZ, EMEA and Rest of World, this makes comparisons from 2013/14 onwards much more difficult. 
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6.1.2 Expanding the Content Pipeline and Embracing the Indie Sector 
BBC Worldwide has achieved this growth story despite the decline in its pipeline of in-house BBC 
programming by adapting to the new realities in the global TV market. First, it has diversified and 
expanded its pipeline of rights by first acquiring/contracting for independent producer’s UK and 
international distribution rights, second, taking minority stakes in start up indies in return for rights 
representation deals and third, in producing and investing in new content overseas – mainly 
entertainment and drama shows in the US- for BBC Worldwide and third party channels such as ABC and 
Starz Encore.  

Of the £104m it invested in content rights in 2012/2013 its accounts suggest just under £60m went into 
BBC in-house content, £14m into independent producer programmes commissioned by the BBC, with the 
remaining £30m most likely spread across independent productions made for other UK channels, 
investment in start-up indies in the UK in return for rights deals, and overseas productions either made by 
BBC Worldwide Content and Production or by third parties where BBC Worldwide has provided up front 
contributions in return for distribution rights.

78
 

Separately BBC Worldwide states that its total payments to the independent sector were some £91m 
2012/13, including up front investments, royalties and profit shares/commissions. 

Indie rights have been acquired in competition with increasingly large and well- funded independent 
distributors by making use of BBC Worldwide sales and distribution operational scale and size of 
catalogue either through up front investments or on a commission basis (often with minimum guarantees 
to secure the contracts). This strategy has helped BBC Worldwide maintain its market share among UK 
content focused distributors as shown in Figure 38, and remain probably the largest global TV distributor 
outside of the US studio system – where US studios can combine scale across film and TV.  

Figure 38: UK distribution market by distributor, 2009 to 2013 
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 It should be noted that the £60m investment in rights is not the only contribution back to the BBC (apart from dividends which is 

separately accounted for). BBC Worldwide also pays about £18m to the BBC in back catalogue royalties and programme related 
fees, £3.2m in web syndication and hosting fees, £4.1m in interest payments on loans and £25.1m in cross charges for BBC support 
services etc. (See note 36 to 2012/2013 accounts. 
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Recent surveys of independent producers in the UK rated BBC Worldwide as the UK’s most highly 
regarded distributor.

79
 O&O’s own analysis suggests that about one third of BBC Worldwide’s front and 

middle catalogue is now from independent producers.
80

 

6.1.3 Moving Downstream to Value Added Services and Propositions 
Secondly, BBC Worldwide has expanded downstream, by developing UK and overseas channels either 
as wholly owned entities or through joint ventures, and by moving into home entertainment wholesaling 
and third publishing through the full acquisition of 2E from the bankrupt Woolworth’s group.  

Channels are now BBC Worldwide’s second largest activity with revenues of £236m, having more or less 
doubled since 2008, contributing profits of £47.8m largely from its UK JV UKTV plc which was launched 
in 1998 as is the leading independent supplier of channels in the UK multichannel market. Consumer 
products including DVD sales, download to own propositions, and merchandising now account for £182m 
of revenue and £39m of profit, but which is about 25 per cent smaller now than it was back in 2011. 

The last main business activity is global content and production, which combines BBC Worldwide 
production companies in the US, France and India (ones in Australia and Argentina were closed in 2013), 
with shareholdings in start up indies in the UK (some subsequently sold to broadcaster groups such as 
BigTalk (ITV) and Left Bank Pictures (Sony)). Sales of £152m and profits of £12m are largely derived 
from the US, and probably rely heavily on the Dancing with Stars contract with ABC network (based on 
the Strictly Come Dancing format). The main focus of BBC Worldwide’s move into global production has 
been to help secure IP pipeline for its sales and distribution activities and help its downstream channels 
and consumer products activities. BBC Worldwide’s strategy in this area is much lower key than the move 
by super-indies to establish global production networks driven by the high throughput of entertainment 
and factual entertainment formats, and more activity has begun to switch into co-funded drama in the US 
as a way of getting more premium drama rights in its catalogue and for to help power its global channels 
business. 

6.1.4 Competing for BBC In House Rights? 
In terms of profitability, BBC sales and distribution profit margins at 25 per cent compares well with profits 
margins over a similar period for ITV Global Entertainment at 17 per cent, All3media international at 15 
per cent and Endemol International at 13 per cent.

81
 

While much of this can be put down to BBC Worldwide scale and relative size of its back catalogue – 
where past rights investments have often been fully “written-off”, some rival distributors have suggested 
that BBC Worldwide may not be paying a fully competitive price for its access to BBC in house content. 

A Fair Trading mechanism does exist in the BBC to ensure BBC Worldwide pay a fair price in spite of 
having a ”first look” agreement with the BBC. The Rights Agency within the BBC is charged with ensuring 
this mechanism works for the licence payer’s benefit, and some BBC in house rights are auctioned to 
third party distributors from time to time. However, the BBC has not reported on the levels of market 
testing or any formal findings on the level of pricing for several years, which leave those outside 
questioning the level of internal payments. 

Conversely, the BBC’s tax status and need for more commercial revenues given the freezing of the 
licence fee in 2010, would suggest they have every incentive to ensure BBC Worldwide maximises its 
investment in BBC in-house programming. 
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 Annual surveys are conducted by both Broadcast Magazine and Televisual Magazine 

80
 Front catalogue are recent series still in production, middle catalogue is old series of programmes still in production and back 

catalogue are programme titles no longer in production. The BBC has a uniquely large back catalogue given its long history of in-
house production, although the ability to see programmes much before 1980 is restricted by old rights agreements and sometimes, 
the lack of properly recorded and stored masters. Much of the back catalogue is distributed by BBC on licence as they only began 
investing in programming to take control of the rights in the 1980s. 
81

 Most these independent distributors are sales and distribution houses although some might have some consumer product and 
distribution activities. None operate channels, overseas content production is handled separately within indie groups – leaving the 
most relevant comparison with BBC Worldwide sales and distribution 
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6.2 Strategic Direction Going Forward 
The recent strategy of focusing on expanding the content rights pipeline and moving down stream has 
been reinforced in BBC Worldwide’s latest 5 year strategy, which has made BBC Worldwide’s purpose 
more focused in developing the BBC brand internationally and increasing consumer engagement with 
BBC products and services in each region of the world. The restructure to regional divisions is part of 
making sure the BBC Worldwide offering is more relevant and focused on the consumers in each 
geographic area where market structure, appeal of BBC output and the size of opportunity all vary. 

6.2.1 Moving Downstream – Increasingly Focused on Global Channel and B2C 
Expansion 
At the core of this new strategy is the development of global consumer facing brands such as Top Gear, 
Dr Who etc., a stronger channel portfolio through the launch of BBC First (new drama, comedy and high 
budget factual), BBC Brit (a male focused entertainment channel modelled on Dave in the UK), and BBC 
Earth a natural history channel/portal.  

Along side new channels the BBC is merging its bbc.com and global iPlayer propositions to create a 
single consumer focused on demand content delivery platform either directly available from the BBC 
through over the top web delivery (OTT) or in partnership with local platforms and media organisations. 

This is an ambitious global move nearer to the consumer, which together with the development of the 
global BBC TV news channel and web based news services (which BBC Worldwide helps exploit 
commercially under licence) is designed to ensure the BBC brand and values resonate across the globe 
(reinforced by the BBC’s new direct funding of the BBC World Service).  

In the UK, BBC Worldwide is also involved in migrating its successful DVD business to the digital age by 
developing the BBC Store download to own service on licence with the BBC. 

Such a strategy is going to take up significant BBC Worldwide time and resources and, even though 
capital will be sought from local partners, represents a major financial challenge to the BBC if it is to 
maintain BBC Worldwide’s contribution to the BBC through programme investment, royalties and 
dividends. 

6.2.2 Maintaining and Diversifying the Content Pipeline 
In order to feed its renewed downstream portfolio of services and keep the cash flows that power this 
from its core rights exploitation businesses, BBC Worldwide is going to need to continue to expand its 
pipeline of content beyond BBC in-house, although it will have to ensure all such content fits the BBC 
brand. BBC Worldwide is, therefore, likely to increase its investment in rights to content commissioned 
and made outside the UK, effectively competing with US major and indie studio investors and the likes of 
Netflix and Amazon for such rights to fiction output, and the global channel groups such as Discovery and 
Viacom for access to non fiction programming rights. 

This is again no small task, and will require significant resources over the next 5 years. 

6.2.3 Content Production Expansion – Less of A Priority? 
BBC Worldwide has emulated the super-indies with a small network of overseas production companies 
and a handful of successful formats which in some markets it makes itself or as a co-producer – e.g. 
Dancing with Stars, the Great Bake Off, Top Gear, and previously the Weakest Link.  

But its main aim going forward in terms of production activity is likely to be on retaining rights to power its 
channels and B2C on demand ambitions, not on the development of a global formats and production 
network.  
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6.2.4 Complementary to the Indie Sector Global Expansion and Not Damaged by 
Terms of Trade Requirements 
BBC Worldwide’s future priorities can, therefore, be seen as largely complementary to those of the UK 
focused super-indies whose main strategy is the development of global format and production networks, 
where, for example, they have 32 leading formats in Europe compared to the BBC’s three leading 
formats. ITV Studios is likely to join the indie sector in this focus, with a recent major push to become a 
leading US provider of independent non fiction output through a series of acquisitions. 

BBC Worldwide’s ambitions are only likely to conflict with the super-indies where these companies are 
owned by global broadcasting and B2C services. However, such indies lose their protection under UK 
terms of trade, implying that the BBC does not need to retain a large in-house UK production presence to 
support this strategy, it simply has to use the BBC’s commissioning leverage to secure more rights to 
programmes from broadcaster owned super-indies – something it is allowed to do under the UK’s 
regulatory structure.  
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A move to a publisher broadcaster 
model could release BBC 
commissioners, BBC Worldwide and 
the Indie sector to focus on what each 
does best, yielding a £600m boost to 
the creative sector, saving the BBC 
3% of its current net programming 
costs (for potential reinvestment in 
more programming), and improving 
and refreshing the offer to BBC 
viewers  
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7 THE BBC AS A PUBLISHER BROADCASTER 
– POTENTIAL IMPACT ASSESSMENT 

7.1 Assessing The Move To Publisher Broadcaster 
With a developed external supply sector in the UK, there is the very real prospect of the BBC becoming a 
publisher broadcaster at some point during the next Charter period. The BBC Trust has suggested it is 
open-minded about the issue, while BBC Management have suggested removing the guarantee and 
establishing the BBC’s £0.5 billion network production division as a standalone commercial division able 
to compete across the whole UK TV commissioning market. 

A move to a publisher broadcaster model would go beyond this, and accelerate the wind-down or sell off 
of BBC Production with the possible transfer of some of the activity to BBC Worldwide where it has a 
good fit with the BBC’s other commercial priorities as set out in the latest BBC Worldwide strategy. In the 
next two sections we will review some of the potential complications and issues with such a move 
towards a publisher broadcaster model, followed by an assessment of the mix between wind-down, 
contracting out, sell off and transfer to BBC Worldwide that might constitute an optimal transition to 
publisher broadcaster.  

In this section below we assess the potential upside benefits to (1) the UK creative TV sector, and (2) the 
BBC licence payer. These two areas are not mutually exclusive in so far as some of the benefits to the 
creative sector will go to the BBC licence payer, and some to the wider sector beyond the BBC. 

It is not necessary to look far for a model of what a publisher broadcaster looks like in the UK, given that 
Channel 4 has had this status since it was founded in 1982, at a time when external TV in the UK and 
globally supply was far less developed than today. 

7.2 A Framework For Assessing The Benefits To The Creative Sector 
The main driver of the benefit to the creative sector is the opportunity a move by the BBC to a publisher 
broadcaster model will provide to each of the BBC, BBC Worldwide and the indie sector to drive growth 
and value in their own specialisms, namely the quality and price of content on BBC PSB channels for the 
Corporation, the growth of the sales, channels and B2C distribution business globally for BBC Worldwide, 
and the expansion of the global format driven production house model for the indie sector. 

Overall, the gross impact has been calculated to have a net present value of £955m, but with extra 
commissioning costs of £20m a year, or an NPV of £380m, this leaves a net benefit of £575m set out in 
Figure 39: : Impact of the BBC moving to a Publisher Broadcaster model 

. 
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Figure 39: : Impact of the BBC moving to a Publisher Broadcaster model 

 

Before analysing each impact assessment one by one, it is worth having a brief explanation of the use 
and methodology involved with the net present value calculation: 

  

Annual Revenue 

Value

Annual Value 

net of Cost

Net Present 

Value

Extra format business development from the in-house 

BBC portfolio
£120m £12m £140m

Extra investment from BBC Worldwide / indie 

distribution into BBC portfolio for secondary and 

ancillary rights
£12m £12m £185m

Refocus of BBC Worldwide to channels and digital 

developments from formats and content
nil £10m £155m

Reduced prices to BBC commissioning in addition to 

(A) & (B) redirecting into more content investment
£10m £10m £155m

Reduced BBC corporate overheads, recycled into 

programmes
£15m £15m £240m

Adjacent growth of indie sector into related content 

areas with BBC portfolio
£30m £6m £80m

TOTAL BUDGET £187m £65m £955m

Increased commissioning and editorial resources (£20m) (£20m) (£380m)

NET IMPACT £167m £45m £575m

A

B

C

D

E

F
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Net Present Value (NPV) 

Net present value is used by commercial and public sector organisations to assess the longer term full 
project life value of an investment, management initiative or reform. The NPV of a project is the value 
of present and future investments and cashflows discounted to the present day at an appropriate rate 
of interest which reflects the risk involved. Where there are infinite time periods into the future, a 
terminal value is usually applied, perhaps after ten years of cashflows, to reflect this.  

In the context of this study, NPV has been used to assessed the full life value of the switch by the BBC 
to a publisher broadcaster model, on the basis that this would represent a permanent change. We have 
assumed that the “present day” is 2017, when these changes might take effect. We have applied a 
terminal value to capture all future cashflows after the end of the next BBC Charter period in 2027, and 
discounted this backwards to 2017. 

First, we identified a series of initiatives or factors which contribute value to the BBC under a publisher 
broadcaster model; these are presented in Figure 39: : Impact of the BBC moving to a Publisher 
Broadcaster model 

 and include extra format development from the in-house BBC portfolio, and reduced BBC corporate 
overheads. Next, we projected forward from 2017 (the assumed first year of the change) an estimate of 
the annual saving or cost associated with each of these initiatives or factors, and an assumed annual 
growth rate for each, for the period of the next Charter – i.e. to the end of 2026. The annual growth rate 
differs for each area; in a buoyant commercial area such as secondary and ancillary rights investment, 
the annual growth in cashflow benefit is assumed at 3 per cent, while a 1 per cent growth has been 
assumed for savings in corporate overheads, which is below the likely rise in average earnings of those 
working in support functions and reflects expected productivity improvements and effective constraints 
on property cost growth. 

To get to the current value of the benefits from 2017 to 2026 a discount rate is applied to each cash 
flow, which reflects the execution/commercial risks involved in the initiative – so again cost cutting has 
a low discount factor as it is under the control of management, and has a rate of just 7 per cent. 
Projected extra returns from global format production in contrast has a discount factor of 10 per cent, 
reflecting that this is affected by market conditions outside of management control.  

To this 10 year, next Charter, cash flow, we have to add a terminal value for all future Charters. This is 
provided by calculating the value of a perpetuity paid in 2026 based on long term growth and discount 
rates, valued in 2017 – with the extra 10 years of discounting of the 2026 value. 

Adding the 10 year cash flow net present value, and the net present value of the perpetuity paid in 
2026 yields the total net present value number for 2017 given in Figure 39: : Impact of the BBC moving 
to a Publisher Broadcaster model 

. 

7.2.1 A: Extra Format Business Development 
Previous analysis in this report has pointed to the success of the UK indie sector in becoming production 
houses to the world’s broadcasters: 32 of the 40 UK originated formats in the European top 100 formats 
by airtime value come from UK indies. Over the last three financial years the indie sector has created 
£1.6 billion of international format commissions on the back of £4.1 billion of UK primary commission 
income, a conversion ratio of about 40 per cent. Applying a similar conversion rate to BBC in-house 
production would suggest overseas format business of approaching £200m from the BBC’s £466m of 
network commissions in 2013. 

This would need to be compared with what the BBC might be expected to do with a similar slate of 
programming given past experience (it has always been able to get overseas commissions within BBC 
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Worldwide). Although BBC Worldwide does generate £150m of overseas production activity currently this 
probably reflects the success of one format in one market – Dancing with Stars in the US – and is not 
reflected in a generally strong position. BBC Worldwide only accounts for 3 of the 40 UK formats in the 
European top 100, and increasingly is pursuing a strategy of co-funding US network commissioned 
drama productions made by BBC Productions in LA for the distribution and global channel rights such 
production brings. Given this difference in priorities, it is fairly safe to assume that the BBC’s current 
ability to drive a global commissioned format business would be significantly less than the indie sector 
where several large indies already have a network of production and pitching hubs in the main TV 
markets across the globe, and where extra BBC IP could be exploited at a relatively low incremental 
cost.

82
 

On past performance the indie sector might reasonably be expected to generate at least twice as much 
global format commission business from a given portfolio of programming than the BBC, and that market 
is set to keep growing by 10 per cent a year over the next five years. While then BBC might generate 
£100m a year growing at 10 per cent a year, the indie sector could generate £200m a year growing at 10 
per cent a year. By 2017 that should be a £120m difference between to two parties. With a likely profit 
margin in formatted production of 10 per cent, that would be £12m a year of extra EBITDA. Although the 
global formatted production market should grow by 5 per cent a year beyond 2017, we have 
conservatively assumed that the difference between what indies and BBC Worldwide can generate, 
focused more on format development, might fall, yielding a long-term growth in the gap between the two 
sources of 2 per cent per annum. 

As format development and global roll-out is a risky commercial activity, a 10 per cent discount rate has 
been applied to yield a net present value of £140m. 

7.2.2 B: Extra investment in BBC Portfolio 
The 2012/2013 BBC Worldwide annual report suggested BBC Worldwide invested about £60m a year in 
BBC commissioned production on a total level of activity of £526m. While these level of investment from 
BBC Worldwide is subject to some competitive pressures as in-house producers do have the ability to 
seek third party investment if they think the BBC Worldwide level is too low, such market testing is done 
by exception – with BBC Worldwide having a first and last look position – so an in-house producer is only 
likely to seek a third party bid when the BBC Worldwide bid is deemed to be well below what the market 
might offer, and third party distributors are probably put off making serious bids as they realise BBC 
Worldwide can always come back and match the offer if it deems the material important. 
 
This might imply that BBC commissioning might not extract as much money from BBC Worldwide as a 
co-funder as it could do if it were commissioning an independent for the same programme. How these 
potential extra investment should be recognised in our general approach to impact evaluation depends on 
whether an improved distributor performance is assumed as well as a higher level of investment from the 
distributor. If the only difference is more investment from independent distributors, or even BBC 
Worldwide through an independent producer, then while this is a benefit to the BBC licence payer, it is not 
necessarily extra value to the UK creative sector – it simply shifts the benefit from the distributor to the 
BBC. If however, one assumes paying more for something also encourages more effort in exploiting that 
material, then if could be a benefit to the creative sector as well as the BBC licence payer. 
 
In this analysis we have assumed it’s a benefit to both. In terms of order of magnitude an additional £12m 
a year in distributor gross profit and investment into BBC programming is assumed. We also assume a 
higher growth rate in ready made programming at 3 per cent a year going forward and a slightly lower 
discount rate as execution of sales is less difficult than global format roll out. This yields a net present 
value of £185m. 

7.2.3 C: The Refocusing and Repositioning of BBC Worldwide 
 

                                                      

82
 BBC Worldwide Content and Production has also had success with local versions of Top Gear in some markets and recent 

success if France with both Antiques Roadshow and Dancing with Stars – as noted in its latest annual report – but it has also 
effectively closed down production operations in Argentina and Australia in the last 18 months.  
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As Figure 40 shows, BBC Worldwide’s Content and Production activity is a low margin business, and is 
probably more capital intensive than other activities – especially where the BBC may be having to cash 
flow the original production of major new drama series etc. 

 

 

Figure 40: BBC Worldwide Content and Production Division Sales and Margins, 2004 to 2013 

 

A shift on BBC output to the independent sector would place all this activity into the independent sector’s 
global production and formats business with BBC Worldwide focused on, in the first, instance securing 
the distribution and licensing rights to this content, and then, using that content to bolster its channels and 
eventually its B2C on demand activities. While there may not be a one for one change in sales from 
Content and Production to Sales and Channels, the release of capital and resources should help BBC 
Worldwide create a larger Sales and Channels activity where margins are higher, and in the longer term 
more value added for the BBC is likely to manifest itself. On a broad assumption that £100m of extra 
Sales and Channels activity could be created at a higher margin – average 15 to 20 per cent rather than 
the 8 per cent in Content and Production, this might create £10m a year more EBITDA for BBC 
Worldwide by 2017.  

A long term growth rate of 3 per cent has also been applied to channels, sales and B2C activity with a 
discount rate again of 9 per cent, yielding a net present value of £155m. 

7.2.4 D: Reduced Prices to BBC Commissioning 
The sections of this report on BBC efficiency and effectiveness and the operation of the WoCC/in-house 
guarantee system suggest that a properly open market between in-house and external programming 
does not fully operate, especially when it comes to long running strands that are rarely put out to open 
tender. While there is no direct evidence that external producers are more efficient than BBC in-house 
(we are suggesting elsewhere that such benchmarking is conducted by the BBC), a process of tendering 
the long term strands and more head to head competition for all new output across the BBC schedules, 
and then ending any pressure to recommission BBC in-house material to meet a guarantee, should all 
combine to increase downward pressure in the monies currently spent by BBC commissioners on 
network TV output, estimated at £466m.  
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While it might be argued that a move to full publisher broadcaster model would not be necessary to 
achieve these price improvements, the complete separation of activities and a move to sell off genre 
divisions with output deals and to tender out most long term strands in some genres (in the transitional 
arrangements outlined in the section below) should create more pressures for efficiency than a mere 
transfer of the entire BBC Production house to a separate fully owned subsidiary. A modest extra 
efficiency of 2 to 3 per cent in programme prices to commissioners (which would be over and above 
programme price reductions due to a greater contribution from  secondary and ancillary rights 
exploitation) could yield a £10m per year boost to BBC channels, which would be recycled into more 
programme commissions. 

The net present value of this boost would be on a lower multiple than other impacts assessed above as 
there would be likely to be greater efficiency improvements eventually from the BBC, so this is more 
about bringing forward later efficiency boosts, yielding a total value increase of about £155m, based on a 
long term growth of programming cost difference between the old structure and the new structure of just 1 
per cent per year, but with a fairly low discount rate of 8 per cent. 

7.2.5 E: Reduced Corporate Overheads 
Analysis in previous sections has suggested that overheads and support activities add about 30 per cent 
to direct in-house BBC content production costs compared with about 24 per cent of independent 
producer direct costs of production. The BBC’s total costs of in-house production including investment 
from BBC Worldwide are estimated at £526m, this total however probably includes some allocation of 
these overhead and support costs. If the total includes all the support costs allocated the direct costs will 
be £404m, and a fall from a 30 per cent ratio to a 24 per cent ratio would be a saving of £25m. 

If only half the costs are allocated to content then the direct costs of in-house production are £458m, and 
a fall from 15 per cent of direct costs (half the BBC ratio) to 12 per cent (half the indie ratio) would be 
£14m. On the basis that some of these overheads would remain in the BBC even when production moved 
to the indie sector as they are to do with fair trading compliance, contracting of indies and the marketing 
of programmes which might all be higher for the BBC than an indie, it is probably safest to be at the lower 
end of the overheads saving estimate at about £15m a year. This saving would be in perpetuity and at a 
growth rate of 1 per cent a year in costs but a low discount rate of 7 per cent a year might represent a net 
present value of £240m. 

7.2.6 F: Adjacent Growth of the Indie Sector  
In terms of added benefits from a switch by the BBC to a publisher broadcaster model, the final area to 
assess is the extent to which the transfer of more commissions to the external sector could stimulate 
more production related activity and/or reduce the costs of capital of the sector. 

The Pact Census and other work by O&O on the state of the digital standalone content sector in the UK 
suggests that independent producers can use  as base on TV commissions to expand into related areas 
of production from apps, to games and second screen services or even corporate work and advertising.  
(See Figure 41). These are all areas where BBC Worldwide has not traditionally taken a leading role nor 
BBC Production.  
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Figure 41: Independent Producers Non TV Activities, 2004 to 2013 

 

While BBC Worldwide might get involved in licensing games and apps, the independent sector is more 
likely to get involved in these activities and merge the production and tech skills needed to execute such 
product development. In 2012, the sector had £200m worth of activity across games, advertising, 
corporate production, talent management, feature films etc. This represents about 7 per cent of sector 
revenue. 

A transfer of £0.5 billion of activity to the external sector might have a similar proportionate impact on 
these activities, creating £30m of activity, at a 8 to 10 per cent margin – about £6m of extra EBITDA. A 
long term growth rate of 3 per cent a year has been applied to this additional activity, with a high 
commercial discount rate of 10 per cent, yielding a net present value of £80m. 

More generally, the addition of some many long term strands into the independent market, with the 
certainty of regular cash flows that might bring to the sector as a whole – effectively bringing the history of 
UK content creation past success and return on investment to the independent sector could reduce the 
sectors cost of new capital by effectively making the sector a less risky investment. We have not 
specifically quantified this benefit in our analysis. 

7.2.7 Increased Commissioning Costs 
A complete transfer in the focus of BBC management towards commissioning and in some areas to 
executive producing and series editing, would entail some functions currently in the production side of the 
BBC to transfer to the commissioning side plus a reskilling and repurposing of the commissioning and 
scheduling team toward quality and public purpose maximisation and value for money in commissioning.   

No break down of current BBC spending on commissioning and scheduling is published by the BBC. The 
only guidance is in the 2006 PKF report into the BBC’s efficiency targets commissioned by DCMS, which 
put “other programme related” costs apart from content costs in 2004/05 at £339m across the BBC, which 
we assume includes channel management, commissioning and scheduling costs. All that can be done at 
this stage is to make a reasonable assumption of the increased level of commissioning, editorial and 
executive production staff that might be needed.  

With about 3,500 originated non-news hours provided by BBC in-house across all the BBC’s PSB 
services a year, an assumption that the BBC might need one extra person for every 20 hours of output 
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commission, and that this will be fairly senior people at a total per person cost of £80K a year on average, 
this yields a total extra commissioning staff cost of £15m per year. We have then added another £5m a 
year for non staff related costs to get a total of £20m a year. This has then been given a growth rate of 1 
per cent a year in the long term assuming productivity improvements to counter wage inflation, and a low 
discount rate of 6 per cent, to yield net present value of  minus £380m (this is a cost so it gives negative 
NPV). 

7.2.8 Net Impact 
Overall, taking the above, we estimate growth of £187m in annual revenues, or £65m per annum net of 
associated costs. Our NPV estimate of these extra cashflows that would be unlocked as a result of the 
BBC moving to a publisher broadcaster model is £955m. 

The increased commissioning and editorial resources required in the BBC might add £20m to overhead, 
removing £380m of NPV in perpetuity, giving a positive net impact of £45m per annum with a NPV of 
£575m. 

7.3 Potential Benefits To The BBC Licence Fee Payer  
Many of the benefits to the creative sector listed outlined in the previous section are likely to manifest 
themselves as benefits to the licence payer. 

The most direct benefit would be the reduced programme prices from extra efficiency assumed to be 
recycled into more content and amounting to £10m a year.  

Added to this would be the extra investment from (1) indie producers able to extract greater 
format/production activity growth, (2) BBC Worldwide investing more in a more competitive tendering 
process,(3) BBC investment more through its extra profits from refocusing its strategic priorities to higher 
margin activities, and (4) Independents investing more through more development of ancillary production 
activities. These four activities combined yield £40m a year. 

Not all the £50m upside from these five activities above would be shared with the BBC as commissioner, 
perhaps 70 per cent would, that would be £35m in reduced programming prices for current output. 

Reduced corporate overheads would add another £15m a year benefit to the BBC but these would be 
likely to be more than offset by our conservative assumption on extra commissioning costs of £20m a 
year. 

Overall, this would yield a net benefit to the BBC of £30m a year, or a net present value of about £470m 
out of the £575m total, implying that the licence payer would get about 80 per cent of the benefit of a 
move to publisher broadcaster, and the broader creative sector would gain the rest. 

Over and above the financial impact, which could be realised as either a reduced licence fee or recycled 
into a better richer service offering, the BBC could become totally focused on developing and sourcing the 
best ideas from the UK’s creative community with no constraints on either guaranteeing BBC in-house 
output as today or keeping a separate commercially stand alone BBC Production business viable going 
forward. The whole organisation would be focused on its core purpose. 
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A new more hands-on approach to 
commissioning, the direct funding of 
training and a new more collaborative 
approach to a more diverse indie 
sector – coupled with a more robust 
position with global broadcaster-
owned suppliers – should deal with all 
the potential challenges of becoming 
a publisher broadcaster 
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7.4 Potential Issues And Potential Solutions 
Despite the benefits that could accrue to the licence fee payer and the creative sector, there are likely to 
be a number of issues and complications that will need to be dealt with which have been divided below 
into issues of principle and public purpose on the one hand, and issues of practicality and expediency on 
the other.  

7.4.1 Issues Of Principle And Public Purposes 
These issues themselves fit into two broad categories – first the continued delivery of specific BBC 
objectives and activities, and second, the  maintenance of a UK PSB culture within UK programming 
making. 

Meeting Specific UK PSB Objectives and Initiatives 

There are likely to be 3 main concerns: 

 A continued commitment to skills and talent development and training in the content making 
community; 

 A commitment to regional sourcing of ideas 

 The encouragement of cross media synergies  

On the first of these while the BBC does do a great deal of recruiting into the TV production sector and 
formal training of producers, the indie sector also commits significant resources to skills and talent 
development. A recent survey for Pact by Redshift Strategy, estimated that the indie sector spends £40m 
a year on talent development and skills training. Compared with the BBC it has a preference for on the 
job training and development rather than formal off the job courses, spending about £30m on the former 
area and about £7m on the latter activity. The sector also spent £3m a year on diversity and social 
responsibility education.

83
 

Any concerns that a shift to the BBC as a publisher broadcaster could lead to a reduced investment in 
these areas could be specifically addressed by targeted training bursaries from the BBC 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. 

In terms of regional sourcing of network TV content from the English regional centres and Nations, the 
BBC has done a great deal over the last 10 years to meet its out of London targets. But as was outlined in 
the section covering the BBC as commissioner and producer, the BBC has achieved this largely by 
placing network production departments – Sport and Children's – in Salford and expanding drama and 
some factual output across the UK. It has not been as good at creating regional clusters of independent 
activity outside of London, as it has not provided a steady and significant flow of commissions in different 
UK regions. As a publisher broadcaster the BBC could switch its focus from spreading its own production 
units across the UK to commissioning from outside London, perhaps with specific commissioning 
executives tasked with developing regional clusters – as Channel 4 has done. With the BBC and Channel 
4 adopting a similar approach the UK PSB system might be able to provide the critical mass of regional 
production in the UK necessary to get new companies to set up outside London and existing companies 
to establish a meaningful permanent presence outside London.  

With the indie sector in audio production being relatively underdeveloped and the adoption of audiovisual 
content production across the web, a move to place all BBC TV production outside of its own multimedia 
activities could be seen as a backward step. But if the BBC were to combine its move to a publisher 
broadcaster in TV with a greater use of independents in radio and new media, and perhaps offer more 
cross media commissions it could help develop cross media working throughout the UK content creation 
community enabling such organisations to take a lead in the global creative community rather than 
keeping all such experience just within the BBC. 
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Ensuring the UK PSB Ethos Remains in the UK Content Creating Community, and the Ethos of 
Creativity Remains in BBC Commissioning 

Concerns over a loss of the UK public service ethos in programme making and a focus on creative 
processes in commissioning boil down to a fear that: 

 programme supply will become dominated by profit focused large international production groups; 

 the creative process will become a production line of internationally target IP concepts with little 
specific regard to UK PSB purposes; 

 long term strands will be converted into predictable, high volume and low cost  franchises doing 
just enough to maintain their place in the schedule and no more; and, 

 BBC commissioning will lose touch with the latest trends and approaches across the creative 
community mainly due to a lack of day to day contact with the creative community 

These are all proper and legitimate concerns that might provide a real barrier to the BBC becoming a 
publisher broadcaster if the BBC was forced to passively accept an industry structure and types of 
behaviour that went against the delivery of public values, but as the pay master for about 40 per cent of 
all new UK output the BBC does not have to passively accept supply side changes and can do a great 
deal to stimulate and direct the supply side – something it has more interest in doing once it does away 
with the apparent safety net of having in-house production. More specifically the BBC can: 

Change the make up and experience base of its commissioning teams to ensure a more hands on and 
editorially focused approach to commissions perhaps deliberately encouraging more of a revolving 
door between commissioning executives and production executives and even recruiting more broadly 
from across the creative and culture sectors to ensure a greater sense of creative vision and purpose 
permeates its commissioning teams counterbalancing the consumer research and scheduling 
expertise within channels management; 

Increasing the staffing levels within commissioning teams appointing more strand editors, sub-genre 
champions and talent managers all with a more outward looking remit and focus;  

Taking a more direct involvement in developing ideas across the production sector allocating seed 
funding as well as development funding to independent producers and creative teams, accompanied 
by output first look deals where useful, and even directly contracting writers and format developers 
who then work with external producers in execution (with perhaps a modified rights position within 
terms of trade on such projects where IP was shared); 

Working more with not for profit educational and cultural institutions in co-commissioning programmes 
as is currently done with the Open University, and perhaps encouraging the founding of not for profit 
production organisations in certain programming areas; 

Developing long term strands along side external producers, again taking a greater stake in the 
underlying IP of these schedule bankers in return for long term supply deals in recognition that this 
was originally a BBC originated idea. 

7.4.2 Issues Of Practicality And Expediency 
Some of the issues of practicality and expediency likely to be raised by a move to publisher broadcaster 
overlap with public purpose concerns. For instance, concerns over a supply sector dominated by 
international commercial media groups can lead to a public purpose concern (are they likely to be able or 
willing to supply public service type output?) and a practical concern ( will they end up charging us a lot 
for the recommission of their latest global format, and insisting its secondary use is on their owned and 
operated global channels?). 

In the first instance, it is worth reiterating that even after the latest round of consolidation in 2014 no one 
supply group is likely to account for more than 14 per cent of all PSB network output, and no more than 
20 per cent of any one channel’s output, compared to ITV Studios more than 50 per cent share of the ITV 
schedule and the BBC’s 50 per cent share of BBC1/BBC2 schedules. 
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But if future power from further consolidation is a concern and the competition authorities could not be 
relied upon to deal with such power, then the BBC can deal with supply side market power/vertical 
integration itself in a number of different ways: 

 For production groups owned by international media groups it can establish new terms of 
trade if that media group has UK channels, for example, insisting that any commission 
includes UK secondary and international distribution rights; 

 

 To prevent over concentration of supply the BBC could provide output deals, rights investment 
flows and even seed equity capital (up to a 25 per cent share) in new or smaller indies wanting 
to grow (as Channel 4 has just announced it will be doing with its Growth Fund); and, 

 

 For long running schedule bankers the BBC could effectively share the IP in these 
programmes when contracting them out, add change of control provisions to the contracts, 
and write in long term channel exclusivity clauses, or renewal options, to protect against 
poaching by rival channels. 

The IP pipeline to BBC Worldwide should be largely unaffected, BBC Worldwide is already securing a 
large proportion of indie rights in open competition, has the ability to invest in rights for non BBC UK and 
non UK based output, and could effectively enter into life of series deals for the long running strands likely 
to be contracted out to third parties as part of the tendering out process – e.g. Top Gear, Dr Who etc. 
(and in the section below this report suggests that for genre and strands that play a crucial role in driving 
global programmes sales and channels BBC Worldwide might become the natural home for these 
production activities but at arms-length from the BBC and with a payment to the BBC for such a transfer). 

The future of local and regional production would also need to be sorted out, especially in the nations 
which have a large number of strands including long running dramas. The most likely solution would be 
that they would remain as integrated parts of the regional/national group who would be given the option to 
move to publisher broadcaster status if they so wished, and who should have a more robust regional indie 
sector to utilise if BBC network production commissions are being used to stimulate local clusters. 
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There is no one transition route to a 
publisher broadcaster model; a mix of 
approaches depending on department 
– winding down, contracting out, spin-
offs (with a preference for MBOs) or 
transfer to BBC Worldwide – will be 
needed over a three to five year 
period…but it would be perfectly 
achievable 
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8 TRANSITIONAL OPTIONS 

8.1 Five Options For Transition 
There are likely to be five (by no means mutually exclusive) ways of transferring the BBC to a publisher 
broadcaster model. Each raises specific issues. Each would begin with removing the in-house guarantee, 
which BBC Management has already admitted is no longer sustainable in the next Charter period.
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8.1.1 The Managed Exit Options – (1) Winding Down and (2) Winding Down and 
Contracting out 
The first option would be to wind down internal production, removing any resources or remit to pitch for 
new commissions for each production department and leaving them with just the long term strands until 
these came to the end of their natural lifecycle. BBC Production would become an activity effectively 
waiting to die; staff would be poached and motivation would probably drain away. 

Second, contracting out as well as winding down as a transition. The prohibition on new pitches would be 
accompanied by a contracting out of long-term strands in a competitive tendering process (most likely to 
indie producers). This would be a quicker “death” and “resurrection” and it might be possible to manage 
through such a rapid transition, but the long-term commitments that BBC channel controllers might have 
to make to long-term strands in order to attract external bids for their production might be seen as too 
restrictive. 

There would also be a difficult middle tier of programmes – neither long term strands capable of tendering 
out nor new commissions, which would have to still be managed through the schedule over the next 3 to 
5 years 

8.1.2 The Transfer Option: (3) BBC Worldwide or New Commercial Subsidiary 
The third and fourth options are not strictly speaking a move to a publisher broadcaster model, as the 
BBC would remain in production but in a different structure. BBC Production could be transferred to sit 
alongside the existing £150m

85
 non UK production activities of BBC Worldwide (or a new commercial 

subsidiary), required to make a commercial rate of return, but also able to sell to third party broadcasters. 
This would be a significant new commercial business for the BBC and take it into direct UK and global 
competition with ITV Studios and the leading UK super-indies – in fact the BBC would overnight have the 
largest commercial production house in the UK.  

Whether BBC Production went to BBC Worldwide or became a new subsidiary, it would be likely to need 
a significant turnaround to survive as a commercial business as it has (1) not had to operate with a profit 
margin, (2) it would need a new stand-alone management and support structure, (3) it has been losing 
market share to the independent sector for the best part of 10 years across many genre, (4) it would lose 
its direct access to BBC commissioners, and (5) it would have to develop the skills and resources to start 
pitching to commercial networks.   

It is worth noting that it took ITV plc about 12 years to convert its inherited ITV production divisions of its 
regional franchises into a proper, commercially successful UK and international production group, and 
only then with the aid of several acquisitions. For BBC Worldwide this turnaround strategy would be a 
major distraction in management time and capital resources, especially as many of the genres do not play 
a key role in driving its other businesses. For an independent subsidiary, they would have to develop 
commercial deal making skills and flexibility of the indie sector rapidly. 

Given that this option sits at the heart of the BBC’s announced strategy in the “Compete or Compare” 
speech of July 9

th
, we cover it in more detail below. 
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th
, 2014 
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 This is 2012/13 turnover as the 2013/14 BBC Worldwide accounts no longer provide a separate P&L for this division 
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8.1.3 The Public Enterprise Option: (4) Licence Fee Funded Subsidiary 
 

Alternatively, BBC Production could be made into a separate licence funded subsidiary, where it could 
continue to pitch for BBC work, but not third party commissions. This would still be a sizeable 
undertaking; it would put licence fee money at risk – with no guarantees – and would immediately raise 
fair trading and potential abuse of state subsidy issues for the BBC when pitching in competition to 
independent producers. Perhaps most importantly, it would leave the BBC with an in-house operation no 
longer enjoying the protection of guarantees but without the leverage to take ideas to third parties if the 
BBC was not interested. This is probably why BBC management have effectively rejected it as an option. 

8.1.4 The Exit Option: (5) Spin Off or Sell Off 
Fifth, the BBC could sell off BBC Production, either as a whole or in parts, with their current strand 
contracts to indie groups, private equity and/or management buy outs (MBOs). Clearly, a straight sell off 
to the highest bidder or even an IPO would create the danger that in the future, perhaps near future, an 
existing super indie might buy BBC Production, or a global media group, creating greater sector 
consolidation and internationalisation, which might not suit the BBC’s purposes. 

But any sell off or spin off can be managed in a way to limit potential dangers. Contracts to long term 
strands could guarantee BBC long term cost effective access to this IP, and probably allow BBC 
Worldwide to retain certain rights. The BBC could handle too much supply falling into the hands of 
vertically integrated groups by linking long term contract terms and output deals to tchange of control 
provisions.  

Perhaps even more flexibility and control could accrue to the BBC if it spun off rather than sold off BBC 
Production in whole or in part, retaining perhaps a 25 per cent shareholding, structuring first look 
arrangements on new ideas and selling to a management buy out team or teams to ensure the creation of 
new indie suppliers rather than adding to the existing ones. 

8.2 The BBC’s Great British Production Company 
Tony Hall, the BBC Director General, outlined a vision for BBC Production in his Compete or Compare 
speech on July 9

th
, namely: 

 The ending of in-house guarantees; 

 The establishment of BBC Network Production as a wholly owned commercial subsidiary of the 
BBC or part of BBC Worldwide which is already a wholly owned subsidiary; 

 The freedom for the new BBC Production group to pitch ideas to third party channels in the UK  
(for the first time) and overseas (alongside BBC Worldwide existing production companies) – 
although the pitching to other UK channels was said to be subject to more thinking. 

This would effectively create the UK’s largest production group, larger than ITV Studios in the UK even 
after its recent UK acquisitions of The Garden and So Television, and twice the size of the UK’s largest 
indie – All3media, which is in the process of being sold to Discovery/Liberty Global. It would be a 
production group with a very wide range of genres producing across the UK from 8 different production 
bases. Some of its genre departments such as Entertainment, Drama Series and one-offs have been 
losing market share to the indie sector consistently since terms of trade came into being in 2003/04, while 
others are leading lights in their fields, such as BBC Comedy. 

If the wholesale move to an independent production subsidiary were to yield the £470m in net present 
value benefits to the BBC outlined above and create a truly level playing field for the best ideas for the 
licence payer then the BBC would have to ensure:  
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 A completely level playing field in competition for each programming slot, including the 
competitive tendering of existing BBC long running strands to ensure fair pricing; 

 The transfer of as many support and management functions directly into the new production 
subsidiary, with any remaining cross charges from the BBC being transparent and subject to 
outside scrutiny to ensure no cross subsidy and disproportionate use of state aid issues; 

 A similarly transparent and accountable approach to any investment from BBC Worldwide into the 
arms-length BBC Production subsidiary (even if that subsidiary ends up as part of BBC 
Worldwide); 

 An even-handed commissioning process with no asymmetries in the information provided to in-
house and external producers or the commissioning processes that apply (if the BBC wants to 
develop more long term symbiotic relationships with a group of producers through seed funding 
etc. this should be evenly spread across the wholly owned subsidiary and external producers); 

 Annual reporting on the profits or losses of the arms-length subsidiary with a willingness to close 
down unprofitable production activities/departments or spin them off to the external sector if that 
course of action would be of benefit to the BBC licence payer; and 

 Careful allocation of assets and liabilities to the new arms length subsidiary, and a structuring of 
commission contracts in line with the external sector to ensure the new subsidiary does not gain 
access to low cost capital through beneficial terms with which it could unfairly acquire or compete 
with rivals. 

All this would have to be achieved in very short order following the removal of the guarantee at the end of 
2016.  

It took ITV about 12 years to sort out the transition of what has become ITV Studios from a group of 
regionally located network production centres largely making programmes for ITV, with some supply to 
Channel 4 left over from the days when ITV was effectively funding the new channel and the independent 
sector was in its infancy, to a growth company. And even that has been partly achieved by acquisition, 
benefited from a history of ITV regional production companies operating at regulated arms length from the 
ITV network centre since 1993, and with the value-pricing of long running strands such as Coronation 
Street, to the ITV network (the prices paid for Coronation Street and Emmerdale in part reflect the 
replacement cost to the network centre which makes them very profitable for ITV studios – as well as the 
network- providing a base level cash flow to ITV Studios). 

The ITV experience provides a few pointers to the BBC, namely: 

 A rationalisation of the regional production base; 

 A long period of turnaround for failing departments; 

 Growth, especially international growth, needs acquisitions of people and companies; 

 The pivotal role of the pricing of long term “schedule bankers” to the commissioners in either 
realising gains for the licence payer rapidly or bolstering the production companies balance sheet 
and ability to survive the turnaround period; and 

 The long term importance to any business plan of significant sales to rival UK channels (although 
often with a preference for the channels that do not directly compete with the core channel of the 
broadcast owner – ITV Studios still makes many more programmes for C4, BBC 2 and Sky than 
BBC1, its main rival). 

8.3 A Genre By Genre Assessment 
The preceding analysis suggests that there are pros and cons to all 5 options including the one favoured 
by BBC management. Many of the pros and cons depend on specific factors such as:  
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 the competitive health of BBC production; 

 the size of the third party production opportunity; 

 the potential associated rights value; 

 the significance of long running strands within the portfolio; 

 the specific PSB requirements of the BBC; and 

 dangers of consolidation and market power. 

Many of these factors vary considerably by genre, so we have conducted an initial genre by genre review 
of four of these factors. 

First, is there a growth opportunity in the UK market: Second, can rights in this output help drive BBC 
Worldwide’s global channel and sales ambitions: Third, is there a strong specific and potentially unique 
PSB characteristic need from this genre for the BBC and: Fourth, what might be the programming benefit 
from a fresh approach or improved efficiency. A clear and differentiated picture soon emerges (Figure 
42). 

Figure 42: Positioning Characteristics of BBC Network TV Production Departments 

 

Drama tends to fall into two categories, the long running series such as Casualty, Holby City, EastEnders 
and Doctors, and the more expensive and generally shorter lived drama series and one-offs. For 
continuing long run drama the prospects of winning new UK business or driving global rights value are 
limited. The BBC probably does have some elements of unique PSB need, but not for new pitches just for 
the existing output. Last but not least, as the NAO study into this area showed, the BBC does have 
specific need to keep driving efficiency in these strands and from time to time the need to refresh them. 

For Drama series, there is more of a third-party opportunity in the UK. It is an essential part of the BBC 
Worldwide catalogue and, with its plans for a BBC First channel, there is a strong specific need for a PSB 
approach, especially to the shorter BBC2 type films and one offs. The need for efficiency improvement on 
active refreshment is less strong, and co-production monies rather then productivity is probably the key to 
keeping BBC costs down. 
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With Entertainment, while there is an active UK market, the BBC has been losing market share 
consistently, so it would need a serious turnaround to become a growth story. Entertainment IP is not a 
major driver of rights sales and channels except outside a few strands – which tend to be factual 
entertainment – or if BBC Worldwide is to push into the global formats business – something the super-
indies are better placed to do. Additionally, for some long running entertainment formats efficiency 
improvements and refreshment would be important. 

Comedy is a BBC success story; it has been gaining share in the BBC, and the BBC has a fairly unique 
PSB need for a range of comedy – especially mainstream sitcom and sketch shows. Global rights value is 
less important for most UK comedies – although some UK comedians do have a global market in live 
entertainment or US TV vehicles, neither of which are areas in which BBC Worldwide could be expected 
to excel. On-going efficiency in long term strands is likely to be less important, and refreshment tends to 
be about new strands rather than within strand. 

Lifestyle and factual entertainment is a very competitive market well supplied by indies; rights values 
beyond formats are limited, specific PSB needs for most areas are also more limited and only some long 
term strands would benefit significantly from efficiency or refreshment.  

Children’s is more a mixed picture. There is a clear on-going PSB need but while the global rights market 
is strong BBC Worldwide is not a major player. Both the rights and global commissioning market is 
dominated by international, largely US players. Some long running strands such as Blue Peter might 
benefit from efficiency initiatives and refreshment going forward. Factual needs a more detailed review as 
it covers a very wide range of programmes types with very different characteristics. Learning and other 
(arts, religion and consumer affairs) have strong PSB needs although there is less of a non BBC market, 
and rights sales are less important. 

8.4 An Initial Suggested Approach 
Overall, where UK market share growth prospects are weak, rights values are low and there is no strong 
unique PSB need for a future supply source of new IP, winding down or contracting out should be the 
considered. Contracting out should be favoured if there are a large number of returning strands that could 
benefit from efficiency improvement or refreshment. So Entertainment and parts of Factual are best 
wound down, whereas Continuing Drama, Factual Entertainment/Lifestyle and the rest of Factual would 
be better contracted out. 

Where the BBC department is strong and the genre is important for the global rights and channels 
business of BBC Worldwide, then the division should be considered for a move into BBC Worldwide.  
Drama Series/One Offs and Natural History probably fall into this category as well as some factual and 
factual entertainment sub genres and strands. 

Where the production division is strong, has good market prospects, but it is less important for rights and 
channel plans and there is less of a need for in strand efficiency or refreshment, then a sell off should be 
considered. Where there is still a strong BBC PSB purpose link this should be in the form of an MBO with 
an output deal and perhaps some retained equity – Comedy, Children’s, Learning and Arts programming 
probably fall into this category. 

We have summarised our initial suggested approach in Figure 43. 

This suggests that through a combination of wind down, contracting out, transfers to BBC Worldwide and 
MBO’s the BBC could probably realise the £575m in benefits for the creative sector and the £30m a year 
saving for the BBC licence payer, as well as dealing with its major competitive and PSB concerns and 
successfully both refocus the BBC on channels and services and preserve and help grow what is of value 
within BBC Production. In the process it could create a more diverse and competitive supply sector with 
even greater global growth potential. 
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Figure 43: An Initial Assessment of the Preferred Transitional Option by Production Department 
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