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Executive Summary

1. The UK television sector is a global success story founded on a mixed ecology of public and private investment. The licence fee and the BBC are one of the main sources of funding for the sector, alongside advertising and subscription, and international revenues, producer equity and tax relief for production. This diverse range of investment and business models drives competition and choice, with services seeking to appeal to audiences in distinctive ways. As a result, viewers and the UK economy benefit from a high level of investment in content, creative competition between channels, and innovation.
2. This mixed ecology makes the UK one of the most successful television sectors in the world. Last year, the UK outpaced growth in global television revenues and recorded the strongest increase in turnover out of any European market.

3. Investment in UK content is healthy, in contrast to the more downbeat picture painted recently by the BBC.
 The BBC’s analysis omits investment in sports production; the new tax reliefs for production; equity funding raised by producers; and investment in UK production from non PSB channels that fell outside Ofcom’s sample for its PSB Review.
 Taken together, we believe that overall levels of investment have remained stable since Ofcom’s last PSB Review in 2008, and may well have risen. Funding is more mixed, more patchwork than ever before, but is all the more resilient for it, being less reliant on any one source.
4. That said, it is not an exaggeration to say that the BBC and the licence fee have been vital to this success. This is not just in terms of the scale and breadth of the BBC’s commissioning, it is also because the licence fee is an additional, and relatively stable, funding stream. Damaging this would be a serious blow for the industry.
5. COBA members support the principle of the licence fee and the BBC’s ability to provide populist as well as more challenging content, and remain unconvinced there is a case for contestable funding. We strongly oppose making BBC services subscription-funded, which would damage the rest of the sector. COBA members welcome fair competition, but the prospect of a public-supported entity competing for subscription revenues raises concerns about market distortion and State Aid issues. Furthermore, as we have outlined, the broadcasting industry’s success has been built on a diverse range of funding streams, and this mixed ecology should not be undermined.
6. Nevertheless, ensuring that the BBC is competing fairly, in the appropriate areas, and according to agreed rules represents a key challenge for each Charter Review process. The BBC competes for audience share with third-party channels, and in doing so potentially crowds out other players, particularly given how its strength stems in large part from statutory advantages such as prominence. For example, the BBC has separately called for its children’s channels to be given greater prominence. This would mean displacing other channels, which would lose audience share and revenues.

7. We therefore believe that the BBC’s influence on the creative ecology could be made even more positive if steps were taken to minimise where it has a negative impact. We propose three ways to do this:

· Reform of the Public Value Test (PVT) and service review system

· Transparency and separation
· More robust governance
Reform of PVT and service reviews
8. Under the current PVT regime, where a decision is debatable, the default position appears to be to approve a new service. For example, the BBC Trust recently provisionally approved the extension of CBBC’s hours to 9pm. This was despite the Trust’s audience research finding that “respondents were, on the whole, opposed to extended hours.”
 Under these circumstances, where there is little if any additional public value created, the priority should be to avoid the risk of a negative market impact. This would help maximise the BBC’s overall contribution to the UK creative economy. 
9. We also agree with the consultation paper that the current PVT regime lacks the flexibility, and support granting the governing body powers to review proposals that do not meet the threshold for the PVT.
10. Additionally, the time it takes for the Trust to receive proposals from Management risks prejudicing the eventual decision, and raises a question over the stewardship of the licence fee, if BBC Management spends money on changes before they have been approved. Management should be obliged to submit detailed proposals within a reasonable timeframe after formally announcing them.
11. In terms of service reviews, these, like the PVT system, are a welcome part of the oversight framework, but could be improved. When reviewing services, The Trust, or another appropriate body, should be explicitly required to assess its market impact (over and above whether the service is “distinctive”). We believe this is reasonable, given that service reviews happen once every five years and the BBC is frequently operating in a rapidly changing market.
Transparency and separation
12. We also support introducing greater transparency and ensuring that there is effective separation between public service and commercial activities. This is particularly important given the recent statements by the BBC Executive about increasing commercial activities and global news in its British, Bold, Creative papers. 
13. Specifically, BBC Worldwide’s accounts only break down revenues by region, not by the business type in respective regions. This makes it impossible to see which businesses are performing well. If necessary, BBC Worldwide’s accounts may also need to be subject to greater independent scrutiny, perhaps by the National Audit Office (NAO).
Governance
14. Finally, we believe that oversight requires greater independence, and that this is best achieved through an external body. The problems created by the current lack of clarity and division over roles are manifest in the failure to assign responsibility for management pay-outs or the ill-fated Digital Media Initiative. 
15. In terms of establishing that independence, Ofcom is potentially well placed to assume further regulatory functions, notably impartiality. However, Ofcom does not seem ideally suited to assuming governance, which will involve ex-ante qualitative judgements. We suggest that, while Ofcom takes on increased regulation, governance – i.e. overseeing the delivery of the Charter and the BBC’s market impact - is based on a series of gatekeepers. This would start with a unitary board that provided initial oversight. Then, major decisions, including service reviews, PVTs and others matters with a potential impact on the market, would be subject to a separate body. This would preferably be a stand-alone, genuinely independent body. 
16. We stress that, while a unitary board may be useful as a first layer of scrutiny, it would by definition lack the independence required to hold management ultimately to account. A unitary board as the sole form of governance would represent a huge step backwards.

Introduction
1. The Commercial Broadcasters Association (COBA) is the industry body for multichannel broadcasters in the digital, cable and satellite television sector.

2. COBA members are critical to the global success of the UK broadcasting sector and its “mixed ecology” of public and private investors. As arguably the fastest growing part of the UK television industry, they are increasing their investment in jobs, content and infrastructure:

· Scale: In the last decade, the sector has increased its turnover by 30% to more than £5 billion a year. This is rapidly approaching half of the UK broadcasting sector’s total annual turnover, and has helped establish the UK as a leading global television hub.
 Last year, the UK outpaced growth in global TV revenues and recorded the strongest increase in turnover out of any European market, with pay-TV “the main driver.”

· Employment: As part of this growth, the multichannel sector has doubled direct employment over the last decade.
 

· UK production: In addition, the sector has increased investment in UK television content to a record £725m per annum, up nearly 50% on 2009 levels.
 Ofcom’s 2014 review of public service broadcasting found that new commissions by the sector were up 43% since 1998 and were the only source of growth in investment in UK television production over this period.

3. For further information please contact Anna Missouri, COBA’s Policy and Communications Executive, at anamaria@coba.org.uk or 0203 327 4054
Response to consultation questions
Q1. How can the BBC’s public purposes be improved so there is more clarity about what the BBC should achieve?

1.1 Our primary concern in this area is that there is a transparent and robust oversight process, and that the BBC can demonstrate value for money in delivering its purposes.

1.2 We note calls for an additional public purpose for training. While we support the principle of the BBC investing in training, we are wary about adding further purposes to an already long list. We suggest training be incorporated explicitly into the existing public purpose remits, either the one to stimulate education or the one to nurture the creative industries.
Q2. Which elements of universality are most important for the BBC?
2.1 The second definition, covering single unifying events, is in our view closest. As much as anything, however, the BBC must provide a service that is available to all, free at the point of access. This does not necessarily mean providing all types of content (although we believe the BBC has a role in providing popular entertainment). Nor does it necessarily mean being available (or prominent) on all platforms or devices, although the BBC should be able to evolve with audience demand where appropriate. Rather, it should provide a service that any licence fee payer can reasonably access if they choose to without further payment.

Q3. Should Charter Review formally establish a set of values for the BBC?
3.1 This is common practice in the public and private sectors, as much to help an organisation’s own employees understand its values as anything else. However, it is not enough to simply establish these values formally, they must also be enforced. 

3.2 Given the challenges facing the entire sector in terms of diversity, we would support the inclusion of a diversity value. 

Q4. Is the expansion of the BBC’s services justified in the context of increased choice for audiences? Is the BBC crowding out commercial competition and, if so, is this justified?
4.1 The licence fee and the BBC are one of the main pillars of funding for the UK television sector, alongside advertising, subscription and international revenues, and more recent sources such as tax relief for production. Together, this diverse range of funding sources supports a high level of investment in original content, drives creative competition and innovation, and offers a genuinely diverse approach to commissioning, with mainstream and specialist channels, and free-to-air and subscription services, all seeking to appeal to audiences in distinctive ways.
4.2 This mixed ecology has made the UK one of the most successful television sectors in the world. Last year, the UK outpaced growth in global TV revenues and recorded the strongest increase in turnover out of any European market.

4.3 Investment in original content is also strong, in contrast to the more downbeat picture painted by the BBC in its recent report.
 The BBC’s analysis omits investment in sports production; the recently introduced tax reliefs for high-end television drama and children’s; equity funding raised by independent producers; and UK investment from a swathe of non PSB channels that fell outside Ofcom’s multichannel sample for its PSB Review (this was for understandable reasons, as Ofcom did not wish to place disproportionate reporting duties on smaller channels). Funding for UK production is more mixed, more patchwork than ever before, but it is in our view all the more resilient for it, being less reliant on any one source.
4.4 That said, the licence fee and the BBC are one of the cornerstones of this successful ecology. This is not just in terms of the scale and breadth of the BBC’s commissioning, it is also that the licence fee represents an additional, and relatively stable, source of investment. It is not an exaggeration to say that the BBC and the licence fee are vital to the success of the UK television sector.
4.5 However, the BBC’s impact on the market is complex. It competes for audience share with third-party channels, and in doing so potentially crowds out parts of the wider market, particularly given how its strength stems in large part from statutory advantages such as prominence on the Electronic Programme Guide (EPG). 
4.6 Fundamentally, we believe that the BBC is a positive force in the sector, but its overall influence could potentially be made even more beneficial with the introduction of greater safeguards, which we outline in response to questions 15 and 16.
Q5. Where does the evidence suggest the BBC has a positive or negative impact on the market?
5.1 As we have outlined above, the BBC has both positive and negative impacts on the market. As an example of negative impacts, the BBC has called for Ofcom to take a more prescriptive approach to defining appropriate prominence so that its children’s channels are automatically granted higher positions in the children’s section on the Sky EPG. We believe this is unnecessary: the BBC children’s channels already enjoy strong audience shares on the Sky platform, helped in part by other advantages such as cross-promotion and brand, and they already receive appropriate prominence, giving them significantly better positions than they would otherwise have. 
5.2 More to the point, were the BBC channels to move up the EPG, other channels would inevitably be forced to move down. Uniquely, EPG position does not affect the BBC’s income and therefore has no direct relationship to its ability to invest in content. For COBA members, however, EPG ranking helps determine audience share, revenues and, by extension, content budgets. COBA members are investing in a range of UK children’s content, from Turner’s Bafta-winning animation The Amazing World of Gumball, to Nick Jr’s acclaimed Lily’s Driftwood Bay, through to live-action shows from Disney, including First Class Chefs and large-scale UK drama Evermoor. Some channels, such as Nick Jr, show around 50% UK content. 
5.3 This investment would potentially be put under pressure were they forced to take up less attractive EPG positions – and as such a move would not generate increased investment from the BBC, the net result would be a potential decline in commissioning of UK children’s content.
Q6. What role should the BBC have in influencing the future technological landscape including in future radio switchover?
6.1 While it may make sense for the BBC to play a role in developing future technologies, perhaps inevitably there is at times a tendency for the BBC to seek to control emerging platforms, or withhold content from other platforms in order to give its own an advantage. The BBC, for example, has been recently criticised for reportedly refusing to let its channels, VOD content and metadata be used within the Sky+ app and Virgin’s TV Anywhere.

6.2 As a safeguard, we believe that where the BBC benefits from a must carry obligation, it itself should be subject to a must offer requirement. This will help ensure that negotiations are fair, and that content is made available.
Q7. How well is the BBC serving its national and international audiences?

7.1 We note the director general’s recent commitment to expanding the BBC World Service in certain countries and regions. This will require considerable longterm investment and commitment, and the BBC will have to compete with a range of global news providers of high quality. As such, its activities must be transparent and demonstrably cost efficient.

7.2 At home, arguably the clearest need for improvement here is in how the BBC represents the diversity of the UK, a challenge which many in the sector are facing. 
Q8. Does the BBC have the right genre mix across its services?
8.1 The BBC should be able to commission a range of original programmes, including mainstream genres that are popular with licence fee payers. Although the BBC’s main focus should be on commissioning and developing new ideas, it should be able to acquire pre-existing formats where appropriate.
8.2 However, the BBC should provide greater transparency by breaking down spending by genre, and by external and in-house if in-house production is maintained. 

Q9. Is the BBC’s content sufficiently high quality and distinctive from that of other broadcasters? What reforms could improve it?

9.1 As we have argued, the BBC should be able to commission a range of original programmes to meet a breadth of interests on behalf of the public. 

9.2 In addition, although the BBC does not tend to rely heavily on imported or acquired programming, it should be mindful that levels and scheduling of imported content are appropriate. We are concerned, for example, about CBBC’s heavy scheduling of The Next Step, a high volume teen drama, acquired from a Canadian/US producer. Over the first three quarters of 2015, The Next Step has on its own accounted for nearly 25% of CBBC’s minimum requirement for drama for the entire year.
 It is typically scheduled at peak viewing times.
9.3 While CBBC’s drama hours are technically allowed to include acquired content, the channel’s main purpose under its licence is to provide “high quality, distinctive” content, and “the great majority of this content should be produced in the UK.”
 
Q10. How should the system of content production be improved through reform of quotas of more radical options?

10.1 We consider that the current system is increasingly unworkable given the number of suppliers that no longer qualify as statutory independent producers, and which can therefore only compete for 25% of BBC commissions under the Window of Creative Competition. COBA members who own production companies (which by definition are non-qualifying independent producers) would welcome the BBC opening up a greater degree of commissioning to competition from external suppliers. We believe this would help enable BBC commissioners to select projects based on merit rather than fulfilling various quotas, to the benefit of audiences.
10.2 Finally, we see no rationale for changes to the Terms of Trade regime, and welcome Ofcom’s recent statement in its PSB Review, which reached a similar conclusion. 
Q11. How should we pay for the BBC and how should the licence fee be modernised?

11.1 We believe the current licence fee system works reasonably well. We support closure of the so-called iPlayer loophole to make payment obligatory for on-demand viewing, and agree with recent statements by BBC Management that incorporating funding into the taxation system might reduce collection costs and potentially increase income for the BBC. However, we are wary of such a move as it could undermine the BBC’s independence.
11.2 We strongly oppose making BBC services subscription-funded. More than anything else highlighted in the consultation paper, this would encroach on the wider broadcasting market, damaging revenues for the rest of the sector. COBA members exist in a highly competitive market and welcome fair competition, but the prospect of a public-supported entity able to compete for subscription revenues raises a number of concerns about market distortion and State Aid issues.
11.3 Not only would this be highly likely to damage businesses in the rest of the market, but a significant shift away from licence fee funding would undermine the UK television sector as a whole. The broadcasting industry’s success over recent decades has been built on having access to a range of funding streams, including pay TV fees, advertising and the licence fee, as well as more recently overseas revenues. This makes the UK more resilient should any one source of funding experience a cyclical or even longer term decline, and makes the UK well-placed to take advantage of opportunities for growth.
11.4 Finally, a move to subscription funding would be likely to change the nature of the BBC editorially, increasing the pressure on it to find stand-out content that will attract subscribers rather than provide a broad range of content in line with its universality requirement.
Q12. Should the level of funding for certain services or programmes be protected? Should some funding be made available to other providers to deliver public service content?

12.1 In terms of contestable funding, we are not convinced that the BBC does have a monopoly on any area. COBA members are providing high quality news – Sky and CNN have won the RTS news channel award for the last three years, for example – while Sky Arts is offering a range of content that meets the highest “public service” standards. 
12.2 Nor is it the case that multichannel content is exclusively available only to subscribers: nearly half of the channels on Freeview are non PSB, even excluding the portfolio services of the PSBs.

12.3 In children’s, Nickelodeon, Disney, Pop and Turner are all commissioning UK content, including live action titles such as Evermoor and First Class Chefs as well as animation. In terms of hours, UK children’s content on multichannel services can be substantial: Nick Jr, for example, broadcasts around 50% UK content by hours. Furthermore, we hope that the recently-introduced tax relief for animation and children’s production will encourage further investment. 

12.4 We also agree with the consultation paper that making licence fee funding available to third parties would be likely to involve additional administrative and oversight costs that could diminish the overall amount invested in content itself. This is quite apart from the fact that presumably the introduction of contestable funding for one genre would mean a reduction in spending on another.

12.5 We are therefore not convinced there is a case for contestable funding.

Q13. Has the BBC been doing enough to deliver value for money? How could it go further?
13.1 The BBC has made significant ongoing cost savings. That said, as the consultation paper outlines, it has failed to demonstrate rigorous stewardship of the licence fee on a number of high profile counts, namely the Digital Media Initiative and severance payments. These, however, are in our view as much a failure of governance systems as anything else, and should be addressed as part of overhauling the oversight of the BBC.

Q14. How should the BBC’s commercial operations, including BBC Worldwide, be reformed?

14.1 Given that the BBC is in receipt of significant amounts of licence fee funds, it is important there is clear separation between its public service and commercial activities.  To this end BBC Worldwide should be more transparent. For example, in reporting annually, BBC Worldwide does not currently break down revenues by region from its overseas businesses as opposed to its IP sales. This makes it impossible to tell whether its business model is effective.
14.2 The need for effective transparency and accountability is particularly important given that the BBC’s recent document, British, Bold, Creative, made clear its intention to significantly increase commercial revenues from overseas markets. This will inevitably see it increasingly competing with commercial rivals, not just for audiences, but also for revenues. This requires effective oversight to ensure a level playing field.   

14.3 If necessary, given that BBC Worldwide’s shareholder is the publicly owned BBC Corporation, BBC Worldwide’s accounts may also need to be subject to greater independent scrutiny, perhaps by the NAO, in order to assess its performance.
Q15. How should the current model of governance and regulation for the BBC be reformed?
15.1 We agree with the chair of the BBC Trust that oversight of the BBC requires greater independence, and that this is best achieved through an external body. The problems created by the current lack of clarity and division over roles are manifest in the failure to assign responsibility for management pay-outs or the ill-fated Digital Media Initiative. As the chair stated: 
“[T]he strongest case for more significant change is in this area of oversight, where a fault line continues to lie in the blurred accountabilities between the Trust and the Executive board.”
 
15.2 In terms of the most appropriate external body, Ofcom is potentially well placed to assume further regulatory functions – it is already responsible for a number of these in regard to the BBC. But this will be no small change, given the level of interest that will come with regulation of the BBC. As Ofcom’s chief executive told the Culture Select Committee recently, Ofcom currently receives around 25,000 complaints per year across the broadcasting sector, while the BBC alone receives 250,000, ten times as many.

15.3 We also note Ofcom’s chief executive has stated that it does not have the expertise to take on governance (such as setting strategy and overseeing the delivery of the Charter).  As Sharon White told the Select Committee:
“I would put a line in the sand between that [regulation] and the core responsibilities of a governance function, whether that sits within the BBC or without it, which is about: has the BBC effectively discharged the responsibilities in the new Charter? That is not a responsibility that I think we have the competence to discharge.”

15.4 We tend to agree that Ofcom does not seem ideally suited to assuming governance, which will require a series of ex-ante qualitative judgements about editorial issues and strategy amongst many other things. Ofcom already has a certain, limited oversight of Channel 4, but it is in our view questionable whether its powers are effective. For example, Ofcom has raised concerns over Channel 4’s provision of content for older children, but has not required it to change its strategy.

15.5 However, fully taking over oversight of the BBC will be a far larger task for the regulator, with a much higher level of public interest and media scrutiny, given the scale and publically-funded nature of the BBC. 
15.6 We therefore suggest that, while Ofcom takes over increased regulation, governance – i.e. overseeing the delivery of the Charter and in particular the BBC’s market impact – should be based on a series of gatekeepers. This would start with a unitary board that provided initial oversight. Then, major decisions, including service reviews, Public Value Tests and others matters with a potential impact on the market, would be subject to approval by a separate body. This would preferably be a stand-alone, genuinely independent body. 
15.7 We stress that, while a unitary board may be useful as a first layer of scrutiny, it would by definition lack the independence required to hold management ultimately to account. A unitary board as the sole form of governance would represent a huge step backwards. Certainly, where a matter may have a market impact, this must be subject to robust and transparent external scrutiny.
15.8 Furthermore, where a matter relates to costs or efficiency, decisions by the unitary board could be subject to the National Audit Office. This might be done in the form of an annual audit by the NAO.
15.9 Additionally, to avoid a conflict of interest, the unitary board, not the independent oversight body or Ofcom, should appoint the director general. 
Q16. How should the Public Value Tests and Service Licences be reformed and who should have the responsibility for making these decisions?
16.1 We agree with the consultation paper’s observation that the current PVT regime can be too blunt, without the flexibility to formally assess proposals from BBC Management that do not trigger a PVT. This is also a view expressed by the chair of the BBC Trust, who recently stated:
“The regulator needs a greater range of tools – including some clearer, simpler, more transparent ways to assess smaller changes, including closures. But that must include adequate opportunities for industry and public consultation.”

16.2 This is a recurring issue for industry. Relatively small changes, such as including a Radio 1 video channel in the iPlayer, can have a significant impact on segments of the market, but are not regarded as serious enough to warrant a PVT. This means that, although industry can submit concerns on an informal basis, there is no requirement for the Trust to publish these responses or to comment on them. We therefore support the introduction of additional powers to give the governing body greater flexibility in overseeing the BBC. 
16.3 Specifically, the governing body needs greater powers to review proposals from BBC management that do not meet the threshold for the PVT. Faced with such a proposal, the governing body might issue an initial call for evidence from industry, with a deadline of six weeks. Subject to commercial confidentiality, it would be bound to publish submissions and explain its response. If it believes there is a potential for a significant impact on the market as a result of the proposal then a fuller review might be triggered.
16.4 We also support the view in the consultation paper that the often protracted nature of the PVT process can be exacerbated by the time it takes for the Trust to receive proposals from Management. In our view, this creates a number of problems, not just in terms of the timeframe. Firstly, it creates the potential to prejudice the eventual decision: by the time a decision is reached, Management may have initiated some of the changes it has proposed, such as recruitment or commissioning content (as has occurred during the PVT on whether to move BBC3 online). Secondly, this raises a question over the stewardship of the licence fee, if BBC Management is able to spend money on changes before they have been approved and which may need to be reversed. Management should therefore be required to submit proposals for scrutiny within an appropriate timeframe after formally announcing them.
16.5 We also believe that the Public Value Test should be rebalanced to minimise the risk of negative market impact, especially where there is little additional public value being created by a proposal. Currently, the Trust must balance public value with market impact, but where the overall outcome is unclear or marginal, the Trust approves proposals despite the risk of a negative impact on the market. 
16.6 For example, the Trust recently gave provisional approval to Management’s proposal to extend CBBC’s hours from 7pm to 9pm. As part of the PVT process, Ofcom found that overall market impact would be small but acknowledged that “there may be some disproportionate impact on children’s channels
.” Similarly, Communications Chambers, which provided analysis to the Trust, stated that “share capture may be relatively more significant for the other children’s channels (from which viewing may disproportionately be captured).”
 Neither has in our view adequately quantified this impact on the children’s sector.
16.7 At the same time, the additional public value created by the proposal is unclear to us. The additional two hours will only show repeats, and therefore it is at best debateable whether they will qualify as “distinctive” content. Additionally, the Trust’s own audience research found that: “respondents were, on the whole, opposed to extended hours.”

16.8 Furthermore, channels such as Turner, Disney, Nickelodeon and Pop are investing in homegrown live-action and animation content for children, with recent UK commissions including Evermoor, Style Stars, and First Class Chefs (all live action), Lily’s Driftwood Bay and The Amazing World of Gumball. This investment will be put at risk if the extension to CBBC’s hours damages the audience share of these channels, which plays a key role in determining their revenues and, by extension, content budgets. We stress that the BBC is not committing to increase investment in commissions itself as a result of the extension, which will air repeats.
16.9 In our view, where there is doubt about the additional public value that might be created, the PVT should avoid a risk of a negative market impact and reject proposals.

16.10 In terms of service licences, these, like the PVT system, are a welcome part of the oversight framework, but could be improved. When reviewing services, the Trust or other governing body should be required to assess the market impact of the service – not just whether the service is “distinctive”, but its overall impact on the market in general. We believe this is reasonable, given that service reviews happen once every five years and the BBC is frequently operating in a rapidly changing market. The Trust or governing body should of course also be empowered to require Management to make any appropriate changes as a result of this review.
Q17. How could the BBC improve engagement with licence fee payers and the industry, including through research, transparency and complaints handling?
17.1 We support introducing greater transparency. This is particularly important given the recent statements by the BBC Executive about reinventing BBC Studios as a commercial subsidiary and expanding BBC Worldwide and the World Service. Regardless of whether these are legitimate areas of involvement for the BBC, there must be effective scrutiny and transparency of the BBC activities. 

17.2 Specifically, the BBC should break down spending on production by genre, and by external and in-house producers if an in-house production capacity is maintained. This would help demonstrate cost efficiency and that the BBC was competing on a fair basis. 
17.3 We have also raised a concern over the lack of transparency in how BBC Worldwide reports in response to Question 14. As noted, BBC Worldwide reports on performance by geographic area rather than business activity, making it impossible to see how its different businesses are performing and whether they are maximising their return to the BBC.
Q18. How should the relationship between Parliament, Government, Ofcom, the National Audit Office and the BBC work? What accountability structures and expectation, including financial transparency and spending controls should apply?
18.1 As we have raised in response to Question 15, we support the National Audit Office having greater oversight of the BBC’s costs.
Q19. Should the existing approach of a 10-year Royal Charter and Framework Agreement continue?
19.1 The proposal put forward by the BBC Trust for an eleven-year Charter that removes the process from the election cycle should be considered.
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