
 
 

               

BBC Studios Proposal    

BBC & Pact Joint Statement 

1. This note sets out an agreement reached by the BBC Executive and Pact in relation to the BBC 

Studios proposal. Both parties agree that the proposed policy framework set out in this statement 

would strengthen the UK production sector and bring substantial benefits in terms of opening up 

new commissioning opportunities to competition.  

2. The BBC and Pact propose that the policy and regulatory framework for BBC Studios1 should 

include the following elements: 

Policy framework in the new Charter and Agreement 

3. The new Charter and Agreement should set out a policy framework for the relationship between 

BBC Public Service, BBC Studios and BBC Worldwide.  

4. The new Charter and Agreement should include a set of guiding principles for how BBC Studios, 

as a commercial entity, should operate, and its relationship with the BBC Public Service.  The 

principles should be:  

o No cross-subsidy from BBC Public Service to BBC Studios;  

o Demonstrable separation between the finances and operations of BBC 

Public Service and BBC Studios;2  

o Arms’ length commissioning, with commissions offered to BBC Studios 

subject to the same range of published tariffs and terms as are available to external 

producers;  

o Fair transfer pricing – access to equipment, facilities, technology, archived 

materials and core services in BBC PS for BBC Studios along with any other third 

party, would be charged under a fair transfer pricing methodology, as per the BBC’s 

Fair Trading Policy & Guidelines3; and 

                                                 
 
1The proposal to establish BBC Studios as a wholly-owned commercial subsidiary of the BBC that is able to supply content 

to both the BBC and third party commissioners. 
 

2
 Demonstrable separation between BBC PS and BBC Studios should include arms-length arrangements to ensure that 

BBC Studios does not have any privileged access to information relevant to the BBC’s commissioning activities. As a 

matter of fact but not a regulatory requirement, the BBC expects its commissioners and BBC Studios, once a commercial 

entity, will be located separately. 

3
 Fair, properly benchmarked, transfer pricing should apply to all goods and services and materials provided from BBC PS 

to BBC Studios, and to the use of the BBC brand.   Those goods, services and materials which are relevant to 

commissioning and production should be made available on a fair and non-discriminatory basis to all producers. 



 
 

o BBC Studios to receive new commissions, creatively tendered established/returning 

series and the opportunities afforded by de-commissions, following fair and 

transparent competition with third party producers4. 

5. The BBC Board would set out the arrangements (i.e. the methodologies and processes) for 

meeting the above principles prior to BBC Studios being launched as a commercial entity. These 

arrangements would be subject to approval by the BBC’s regulator, following consultation with 

interested third parties. 

6. BBC Studios will be set up and operated to ensure compliance with State Aid requirements. 

7. The Charter & Agreement should require BBC Studios, as a commercial entity, to exhibit 

commercial efficiency. The BBC Board will secure the publication of accounts for BBC Studios.  

8. The Charter and Agreement should include a requirement for a regular review by the BBC’s 

external regulator of the effectiveness of the arrangements for securing the above principles in para 

4-6. The first review should be completed within 24 months of BBC Studios’ launch and subsequent 

reviews should take place every 2 years for the duration of the new Charter. The reviews should 

involve external consultation with interested parties and their conclusions will be published. The 

reviews should, as a minimum, cover the following areas: 

o Pricing and terms given by the BBC to BBC Studios in comparison to third party 

suppliers;   

o Range of BBC commissioning opportunities and level of access to commissioning 

including compliance with the BBC’s commissioning code/guidelines;  

o The arrangements for securing separation between BBC Public Service and BBC 

Studios; and 

o The regulator should have the power to require changes to these new arrangements 

if problems are identified in the reviews, and set an appropriate timetable for their 

implementation by the BBC. 

9. The new Charter and Agreement should include a requirement for an open complaints process in 

relation to the arrangements for BBC Studios to meet the requirements set out above. Under a 

reformed governance/regulatory model for the BBC, the BBC supports the creation of a unitary 

Board (with a non-executive chair and a majority of non-executive directors) to govern the BBC and 

operate in the public interest5. The new unitary Board should be required to set and publish a code 

of practice/policy for the handling of such complaints. This policy should be in place prior to the 

launch of BBC Studios as a commercial entity. The policy should, inter alia, set out a timetable for 

complaints handling, a threshold for complaints and available remedies. The Board would consult 

interested third parties on this code/policy before publishing it. We would expect such complaints 

handling to be overseen by a sub-Committee of the Board, comprised of non-executive directors, 

for example a ‘Fair Trading/Market Impact Committee’. The BBC would publish the outcome of 

                                                 
4
 The BBC will transfer the production of a volume of established/returning series to BBC Studios at launch. These 

returning series would be subject to published tariffs and rights retained by BBC Public Service. 

5 This is an issue which Sir David Clementi is currently examining. It is expected that Sir David will deliver his independent 
review to Government in early 2016. 



 
 

complaint adjudications. There should be an appeal route to the BBC’s regulator on complaints 

concerning the requirements in para 4, 5 and 8.  

Increased Competition & Minimum Guarantee  

10. The BBC’s intention is to launch BBC Studios, subject to Charter Review and regulatory 

clearance, during financial year 2017/18. 

11. The BBC and PACT support the continuation of the separate 25% independent production 

quotas for BBC One and BBC Two, with some additional flexibility to allow each quota to be met in 

aggregate over a two year period. This would not affect the overall statutory independent quota 

which would continue to apply on an annual basis. 

 

12. As previously set out, the BBC Studios proposal will exclude Network TV commissioned 

content for Children’s, Current Affairs and Sport. For Current Affairs, the BBC proposes to 

reduce the current in-house guarantee on eligible hours from 50% to 40% and extend the 

independent guarantee from 25% to 40%, creating a 25% swing when these two changes are added 

together. For Children’s, the BBC proposes to reduce the in-house guarantee on eligible hours from 

50% to 40% and extend the independent guarantee from 25% to 40%. The BBC proposes that these 

changes are phased-in over a two year period from the new Charter (i.e. 2017/18 and 2018/19 

commissioning slates). For Sport, the current in-house and independent guarantees would remain 

unchanged. Content made by BBC Studios, as a commercial entity, would not count as "in-house" 

and therefore would not count as part of in-house quota. Delivery would be assessed in the external 

regulatory review in para 8.  

13. In the other Network TV genres, the proposed competition-based system would involve new, 

extra commissioning opportunities through a combination of: 

o Natural commissions;  

o Decommissions;  

o Creative tendering of some established/returning series that are under commission to 

in-house at the point of inception of BBC Studios; and 

o Commissioning briefings on up-coming opportunities for replacement ideas. 

14. Creative tendering would be a BBC Commissioner-led process, i.e. BBC commissioners would 

determine if an existing, established/returning series needs to be creatively refreshed and third party 

producers and BBC Studios would be eligible to compete. Creative tenders of established returning 

series would be on a production-for-hire basis, with the BBC deciding on the location in line with its 

Out-of-London commitments and retaining the IP as based on an original BBC format. Absent 

creative tendering, existing established/returning series would be re-commissioned from BBC 

Studios. 

15. If and when permission is given for BBC Studios by Government as part of the Charter Review 

process (i.e. in the White Paper in spring 2016 or subsequently), the BBC would ensure that a 

minimum amount of 40% of the in-house guarantee would be made available to competition within 

two years of this start date. The opportunities here would cover a range of genres and programme 

types, with approximately the same average cost per hour as for BBC in-house business. The 

minimum guarantee would operate in a demonstrably fair, transparent and effective manner. 



 
 

16. When this minimum guarantee is introduced, and even whilst BBC Studios remains in the BBC 

Public Service, BBC Commissioning will provide BBC Studios and third party producers with 

equivalent access to information about commissioning activity.  

17. Delivery against this minimum guarantee would be reported to the BBC’s Board and published 

on an annual basis for the two years. This would also be covered in the regulatory reviews of BBC 

Studios as set out in para 8. Should a BBC format or series be tendered to an external supplier, on 

the basis that BBC Commissioning believes a series is no longer in creative health, as part of the 

minimum guarantee or thereafter, the BBC will retain the IP as based on an original BBC format.  

 

Relationship between BBC Studios and BBC Worldwide 

18. The new Charter & Agreement should include a requirement for the BBC’s Board, as part of its 

duties, to audit/review the relationship between BBC Studios and BBC Worldwide (taking account, 

as appropriate, of any findings from the reviews referenced in para 8) every two years, to ensure 

that the overall relationship is functioning on a fair commercial basis, along market norms and 

operating efficiently. The audit/review would consult interested third parties. If the audit identified 

problems, the BBC Board would take action to address them. The results of the audit would be 

published in the BBC’s Annual Report & Accounts.  

19. The BBC considers that BBC Worldwide’s disclosure in its Annual Review is at least in line with 

comparable players in the UK market, and in many cases substantially more transparent. In future 

Annual Reviews, BBC Worldwide will report by business area as well as by region, as it does 

currently. 

20. The BBC and Pact may establish a working group to consider whether further policy 

arrangements may be appropriate in relation to the relationship between BBC Worldwide and BBC 

Studios. Pact favours a model whereby there is also external regulatory oversight of the relationship 

between BBC Studios and BBC Worldwide; the BBC does not. This is an area where both sides may 

disagree on the right framework, without prejudice to the rest of the position set out in this note. 

 

ENDS   


