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The Committee will meet at 2 pm in Committee Room 2.  

1. Internal reviews in the BBC: the Committee will take evidence from— 
 
Ken MacQuarrie, Controller, Blair Jenkins, Head of News and Current Affairs, 
and Steve Ansell, Lead HR Partner, BBC Scotland; 

Jeremy Dear, General Secretary, National Union of Journalists (NUJ), William 
J Parker, Regional Officer, Amicus, and Luke Crawley, Broadcasting 
Entertainment Cinematograph and Theatre Union (BECTU); 

Robert Beveridge, Board Member, and Jeremy Mitchell, Member, Voice of the 
Listener and Viewer. 

2. Ofcom review into public service television broadcasting obligations and 
impact in the nations/regions: the Committee will consider written evidence 
from Ofcom and Scottish Media Group plc. 

3. Impact of broadcasting reviews: the Committee will consider what key points 
have been learned from evidence on the BBC and Ofcom reviews and whether to 
take any further action in respect of this matter. 

4. Inquiry into EU State Aids: Committee members will give an oral report of the 
recent visit to Brussels as part of the inquiry. 
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SUBMISSION TO THE ENTERPRISE AND CULTURE COMMITTEE FROM BBC 
SCOTLAND  
 
Delivering best value to licence payers in Scotland 
To offer maximum value to licence payers in Scotland as well as throughout the UK the BBC 
needs continually to review its structures and working processes. This is required to ensure 
that staff and resources are focussed as firmly as possible on the creation and delivery of 
content for its radio, television and interactive services. 
 
The money saved by achieving a more efficient structure and process will be reinvested in 
programming and content. 
 
Full implementation of the savings plan, announced on 21 March, will take place over the 
next three years.  By the end of that period (2008), the annual saving for reinvestment on 
behalf of Scottish audiences will have grown to around £10 million a year.  Such reinvestment 
would, for example, allow for the development of local news services across Scotland, 
identified as an audience priority in the BBC Scotland News Review of 2003. 
 
The savings will also contribute to the funding required to support digital switchover as 
outlined in the Government’s Green Paper on the BBC’s Royal Charter published on 2 March 
2005. 
 
The link between the savings and the enhanced services the BBC plans to offer in the future 
was made explicit by the BBC’s Director General Mark Thompson in the new strategy 
announced in autumn 2004.  Across the BBC, there will be a new strategy for content, based 
around the idea of excellence, a transformation of the BBC into a state-of-the-art digital 
broadcaster and a new, more collaborative way of working for its programme makers and 
support services. 
 
The strategy also envisaged a radical shift in production and commissioning to bases outside 
of London.  Over the coming five years, BBC Scotland, BBC Wales and BBC Northern 
Ireland will compete for up to 17% of network BBC output – a 50% increase on the current 
level.  The BBC is also committed to making 50% of all its network drama outside of London.  
This enhanced level of commissions from around the UK is also open to independent 
producers. 
 
Under the plans, by the end of a subsequent period the BBC would be spending at least £1 
billion a year on programmes outside London, an increase of around 35% compared with 
today. 
 
BBC Scotland stands to make significant gains from this process, but only if it maintains a 
competitive edge in its own production bases. 
 
To protect and build on the enhanced funding and new commissions won in recent years – 
and the income and jobs which these bring to Scotland – it will need to ensure it remains as 
competitive as possible in the context of the UK and international broadcasting marketplace. 
 
Overall, the savings and restructuring will enable BBC Scotland to benefit from significant 
new investment, with more network production from Scotland, new local services and the 
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organisational structure required to deliver a wider and richer range of programmes than ever 
before. 
 
Preparing for the future 
BBC Scotland therefore needs to ensure that its management, business and production 
processes are as efficient as possible, in order to devote the maximum possible funding to the 
creation of content, to developing digital means of distribution, and to compete effectively 
with other broadcasters and providers for new work. 
 
It plans to maximise its competitiveness within the industry by transforming its infrastructure 
and production process, providing a benchmark for makers of media content.  A new, fit-for-
purpose Headquarters building at Pacific Quay in Glasgow is due for completion in 2007.  
This will provide an opportunity for a step change in BBC Scotland’s production process, 
exploiting digital technology and up-to-date working practices. 
 
The changes will affect all BBC Scotland production bases in Aberdeen, Dumfries, Dundee, 
Glasgow, Edinburgh, Inverness, Kirkwall, Lerwick, Portree, Selkirk and Stornoway. 
 
Finding the savings 
Targets for efficiency savings across the BBC were set by Mark Thompson in December 
2004.  Since then, all BBC processes and services have been reviewed to identify possible 
savings. 
 
Areas were identified where savings could be made without damaging programmes and 
services. 
 
After reviews had been completed, separate sets of proposals were prepared for the 
Professional Services and the Content & Output Divisions.  Both sets of proposals were 
approved by the BBC Board of Governors on 17 March this year. 
 
BBC Scotland’s Controller, Ken MacQuarrie, announced details of the plans for BBC 
Scotland to all BBC Scotland staff in a speech relayed to Scottish production centres, 
followed by a question and answer session, on 21 March. 
 
BBC Scotland’s vision 
The BBC’s ‘Building Public Value’ document describes the enhanced democratic, cultural, 
educational and community value which the BBC aims to deliver to audiences in the UK.  
BBC Scotland’s role in a future Charter period will be to extend and enhance that offering for 
audiences in Scotland. 
 
Its key aims are: 
 

• to provide distinctive, high-quality services from the BBC mediated for audiences in 
Scotland; 

 
• to build on the strong creative contribution made to the UK networks in recent years 

with innovative, imaginative programming – an appropriate proportion of it from a 
distinctively Scottish perspective; 

 

 2



EC/S2/05/10/1 

• to find new ways of distributing content across more platforms, where possible on-
demand; and 

 
• to increase the proportion of content made outside of Glasgow, providing greater 

cultural, linguistic and social diversity in the voices and perspectives on all platforms. 
 
The new structure and way of working 
A number of structural and cultural changes are required if BBC Scotland is to be able to 
deliver its vision for the future.  The BBC’s programme making community in Scotland will 
need to be flexible and responsive to changing audience needs, open to changing roles and 
developing new skills and comfortable using new technology.  It will need to work more 
collaboratively at all levels, reflect the diversity of the society it serves, and seek at all times 
to deliver improved value for money.  A new, flatter structure consisting of just three major 
divisions has been designed for BBC Scotland to help promote these objectives. 
 
Programmes & Services will bring together the responsibility for commissioning and 
distributing all BBC Scotland content for audiences in Scotland and on the UK networks. 
 
Business, Finance & Technology will focus on supporting the core business and helping to 
improve efficiency.  All financial functions will be centralised in one area and there will be 
simplifications of internal trading. 
 
Talent will create a single division for all programme-making staff.  This will increase 
opportunities to work across genres and traditional job descriptions. 
 
As well as encouraging flexibility, the new structure is designed to remove unnecessary 
process and promote closer, more effective creative relationships between 
commissioners/editors and programme teams. 
 
Outside of Glasgow 
The new structure should draw BBC Scotland programme makers across Scotland closer 
together.  Enhancing production centres such as Inverness and Aberdeen remains a long-term 
intention for BBC Scotland.  BBC Scotland will actively pursue an “out of Glasgow” strategy.  
A project group is currently assessing the feasibility of relocating senior editorial posts 
outside Glasgow, in particular in the North. 
 
Staffing 
Subject to union negotiations, the proposed structure will provide for a more streamlined 
approach.  In moving from a multi layered approach to a more centralised one, some 
individual roles will change and a number will be lost. 
 
Over the next three years, staff in BBC Scotland content and output departments will reduce 
by 176 posts.  These reductions represent 13.5% of BBC Scotland’s content, output and local 
support staff of 1300. 
 
The reductions will be phased over the next three years, using redeployment, natural turnover 
of staff and voluntary redundancies where possible.  The closed posts will be in various 
centres across the country and across most grades.  The majority of the jobs lost will be in 
Glasgow. 
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Separately, an additional 19 posts will be yielded in Professional Services.  Some of these 
posts will be surrendered through the BBC’s outsourcing plans.  Others will be closed due to 
the structural and business process change outline above.  Further posts still to be detailed will 
be lost from the Professional Services teams including Finance and Human Resources. 
 
Consultation 
Initial meetings with unions at national level were held in parallel with and following the 
announcement on 21 March. 
 
Conclusion 
Broadcasting is going through a period of unprecedented change in technology and audience 
demand.  The BBC needs to maximise its efficiency to fund enhanced services, and offer best 
value to licence payers.  BBC Scotland needs to do the same for audiences in Scotland, while 
maintaining its competitive edge to protect the increased network programming it has won in 
recent years. 
 
The savings described above will ensure that BBC Scotland can deliver enhanced democratic, 
cultural, educational and community value without damaging existing programmes or 
services. 
 
Ken MacQuarrie 
Controller BBC Scotland 
20 April 2005 
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Submission to the Enterprise and Culture Committee 
 
 “Alongside the NHS, the BBC is one of the two great institutions of British national life” Rt Hon Tessa 
Jowell MP, Secretary of State for Culture Media & Sport. 04/03/05 
 
“We will reduce our capacity as soon as we’ve finished consultation with the unions…then we’ll see 
what happens” Jana Benett Director of Television , BBC. Broadcast magazine 08/04/ 05.  
 
Review process  
Last year incoming Director General Mark Thompson announced 4 reviews of how the BBC operates. 
They were; Value for Money review, Commercial Review; Content Supply review and Out of London. 
The service and staff cuts announced recently are primarily the result of the Value for Money review.   
 
BBC Scotland  
BBC Scotland provides a full range of Broadcasting Services to audiences in Scotland; Radio, TV & 
internet. BBC Scotland staff also produce programming for a variety of BBC networks. On 21st march 
BBC Scotland controller Ken MacQuarrie announced a three year programme of cuts (and eventual 
reinvestment). The current staff complement is 1419. Of these 1223 are based in Glasgow 80 in 
Edinburgh and the rest in sites from Selkirk to Shetland   
 
Proposed Job Cuts in BBC Scotland 
So far that is. The total from Programme making departments is 162. When the proposed cuts from 
Professional services (19) and the Pacific Quay (14) project are included this rises to 195. Further job 
losses are promised “and further posts will be lost in due course as we improve our processes”.(Ken 
MacQ speech to Staff 21/03/05). Management are briefing (external) journalists that the final total is 
intended to be 230-240. Many of these proposed cuts are front line staff others perform essential back 
up tasks.  
 
BBC Interactive is proposing to lose 15 staff:   
1 Lead Producer 
2 Producers 
4 Assistant Content Producers 
2 Web Assistants 
3 Designers 
3 Coders  
 
News and Current Affairs Scotland is to lose 42 staff over 3 years, in year one alone it is proposed 
cuts include:  
4 senior editorial posts 
2 Correspondents /Reporters 
2 Senior Broadcast Journalists 
As a cost cutting measure less use is to be made of camera crews. 
The Online / Ceefax post specialising in Scottish politics is to be cut.   
 
Radio  
1 x Senior Producer 
4 x Producers 
7 x Researchers 
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2 x Broadcast Journalists 
1 x Senior Broadcast Journalist 
1 x Radio Operations Manager 
3 x Production Co-ordinators (studio Engineers)  
 
 
TV  
5 x Producers / Series Producers  
6 x Assistant Producers 
2 x Co-ordinators 
1 x Production Manager 
1 x Researcher 
 
Resources  
(Resources Operations provides craft and engineering staff for programme making as well as 
engineering services including projects, maintenance and Information Technology.) 
1 x Engineering Manager 
2 x Vision Engineers 
2 x Camera Staff 
1 x Enquiry Team 
 
Information and Archives 
“…we will be closing the music library service and reducing the amount of assisted research done for 
programme makers by I&A. These proposals will result in the closure of 4 Librarian posts in 
Information & Archives” (HR letter to Joint Unions 20/03/05).  
 
Similar levels of cuts can be listed across most departments and genres.  
 
Impact on quality 
It is inconceivable that cuts of this magnitude can be implemented without impacting on the quality of 
programmes and services. There are indications that management don’t really care about this “We 
need clear and strong systems of editorial and financial control, but we also need less second-
guessing and double- and treble-checking.” (Mark Thompson 21/03/05) 
 
The Hutton inquiry criticised the BBC’s editorial process and the BBC’s own Neil Report recommended 
a strengthening of role of programme editors. The proposed changes include both sacking existing 
programme editors and adding further managerial (eg Finance and HR tasks) on the shoulders of 
those that remain. This flies in the face of management statements that this will build a better and 
stronger BBC.  
 
Impact on News & Current Affairs 
Whilst the NUJ is concerned about the standards of all of the BBC Scotland’s output we have a 
particular concern about the quality of the journalism produced by News and Current Affairs (NCA) 
Scotland. The reductions in staff will directly reduce the services provided to licence fee payers. 
Management intend to abolish the post of Consumer Affairs Correspondent. The Ceefax/Online post 
which provides the P170 Scottish Politics index pages is to be cut. Reporting Scotland is to lose one 
Broadcast Journalist and one Senior Broadcast Journalist. The post of Network News Organiser - who 
coordinates coverage of events in Scotland for other BBC outlets is to be lost.     
 
Management in NCA do not pretend they are unaware of the impact these cuts will have:  
 

“Our aim is to protect as far as possible the overall strength of our newsgathering team across 
Scotland.  The cuts that the department is facing as a whole falls most heavily on staff 
working in the newsroom in Glasgow, particularly individual production teams.  Our priority 
must be to maintain, to the best of our abilities, the number of people out on the road finding 
and delivering the news.” (Huw Owen, Editor Newsgathering, NCA Scotland, email to staff 
31/03/05. my emphasis) 
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It is planned to launch a local news service over the course of the three years. It seems likely that this 
is where any planned reinvestment in NCA will go. As part of this process management intend to 
massively increase the amount of ‘Video Journalists’ using Personal Digital Production (PDP).  
 
The NUJ is supportive of the concept of local news but we believe that it should be of the quality that 
people rightly expect from the BBC. This means that it must be sufficiently resourced. The ability of an 
organisation that is in the middle of a programme of reduction to do this must be open to question.  
 
PDP is something that is currently in use by BBC Scotland. It is intended to be an adjunct, not a 
substitute to conventional craft camera crews. Whilst it can generate good material it is very time 
consuming. It takes time for journalists to overcome the lack of technical capacity of the equipment 
they are using (a PDP camera costs approx £2 – 3000. A craft camera will cost £20k+ and has, 
unsurprisingly, more functionality) and their own lack of expertise in shooting and editing. As such it is 
inappropriate for routine use and ‘on the day’ stories. This is however, inevitable as craft crews are cut 
and the use of VJ’s is expanded.  
  
We have a fear that the drive to make journalists camera operators (and camera operators journalists) 
will distort the priorities in news and current affairs. Management say that “our training priority will be to 
give as many journalists as possible the chance to develop the appropriate shooting and editing skills” 
(Huw Owen e- mail op cit). Clearly developing craft skills is to be put ahead of developing journalistic 
and editorial skills.      
 
 
Reinvestment 
The claimed reinvestment available from this process is to be £10 million pounds. Network TV 
Commissioning from Scotland, Wales and Northern Ireland is to increase to a total of 17%. As well as 
competing with other parts of the BBC for this work. BBC Scotland staff will also have to compete with 
independent production companies, as part of the Content Supply Review.   
 
Currently 25% of the BBC’s (non news) TV output must be provided by independent producers – the 
quota, as its known. Mark Thompson’s plan is to create a “Window of creative competition” whereby 
BBC teams would compete against non BBC teams for programme commissions for a further 25% of 
commissions. Thus up to 50% of BBC TV programming could be made by non BBC Staff.  In order to 
facilitate this Mark Thompson has announced that the capacity of the BBC to make its own output will 
reduced from an ability to make around 70% of its own TV programming down to 60% (i.e. a de facto 
quota of 40%). In launching the green paper on the future of the BBC, the Government said they were 
interested in the WOCC idea.        
 
Any network TV commissions gained will have to be made for 15% less money per hour than current 
network productions.  
 
The situation in radio is that the BBC currently operates a voluntary 10% quota – this is to be doubled.  
BBC wide, this means 1300 hours less of in house radio production. For BBC interactive – who 
produce Europe’s most visited web site – BBC management have accepted a proposal that 25% of its 
content must come from outside providers.  
 
It should be borne in mind that with the exception of some of the 400 job losses in the Factual & 
Learning Division (UK wide) to “create headroom” for independent producers, the content supply 
review has not yet impacted on staff. Inevitably a large number of job losses will follow as the BBC 
makes less of its own programmes.    
 
The case for in house production 
It should be remembered that every penny spent on a BBC production goes in to making the 
programme. None of it is siphoned off as either profit or dividend. This is part of the reason that the 
BBC can deliver such phenomenal value for money. For £121 pounds a year a viewer (with freeview) 
receives: 8 TV channels (1,2,3,4, News 24, BBC Parliament and 2 Children’s channels). None of these 
channels has commercials. Who else provides commercial free children’s viewing?. This also funds an 
astonishing diversity of radio output (Radio’s 1,2,3,4 5Live, 6music, 7, 1xtra, the Asian network). And 
Radio Scotland, it’s Welsh and Northern Irish equivalents and Local Radio across England. (A basic 
Sky package is £19.50 per month – with a fraction of the original programming provided by the BBC)   
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The size of the in house production base makes a number of things possible, not least easy 
cooperation between programmes. In addition it allows talent and experience to be kept within the 
organisation. It is an established feature of working at the BBC for staff to spend six months or a year 
working on different programmes, or in a different location. This experience can then be deployed in 
other areas Once the production base begins to be eroded opportunities for this will cease, making it 
more difficult to develop and retain skills and talents inside the BBC   
 
The BBC operates to a strict code of standards (Producers Guidelines). These are applicable across 
the BBC. All programmes, all media, all genres. From Radio Shetland to Today, Eastenders to 
Balamory. Producers Guidelines cover all sorts of areas from Violence in drama, to political 
impartiality, taste and decency to the use of concealed equipment. For BBC staff these rules are part 
of the fabric of their working lives. They are part of the reason that the BBC has established the 
worldwide reputation it has.  Independent producers are required to adhere to these guidelines when 
making programmes for the BBC - but it is hardly surprising that they do not have the knowledge of 
these rules that BBC staff have.  
     
Increasing levels of independent production will inevitably increase the potential for conflicts of interest 
to arise. BBC staff, make programmes for the BBC, to the BBC’s standards. Independent production 
companies make programmes to make money. The BBC is only one client amongst many. Could 
anyone be sure of the integrity of a firm which had one crew making a corporate video for the tobacco 
Industry and another making a documentary of passive smoking for the BBC?. 
 
The BBC is, by far, the largest trainer of staff in the broadcast industry. The training is not only the 
industry standard in many disciplines, but is in fact the only training available. The BBC will still have to 
provide this training (it is unlikely to be picked up by the independent sector). But will have to do so 
while retaining less of the licence fee revenue, an ever greater share of which will be given to indie 
producers.  
 
John Willis Director of the Factual & Learning Division for the BBC had this to say about the WOCC 
concept “There is a risk in the process that the that the BBC will hit a tipping point which will jeopardise 
the long term future of in house production, a moment when the exodus of talent and titles to the 
independent sector becomes so marked that BBC production will wither away. That would be bad for 
the industry. Further reduction of in house production will jeopardise the production strength of 
Birmingham, Bristol, Cardiff, Glasgow and, in the future Manchester.”  
 
”We have the critical mass to sustain Key genres like natural history through the down cycles of the 
international market” Broadcast magazine 24/03/05 
 
In conclusion 
The proposed cuts will impact directly on programme quality, both through the sacking of programme 
makers and the loading of support tasks onto programme teams. The skills base of the BBC (and the 
rest of the broadcasting industry) will be adversely affected. The proposed investment in production in 
Scotland will have will to a large extent, not pass through the BBC. As such it will make little 
contribution to further developing a skills base for the industry.  
 
 
 
Stephen Low  
NUJ FoC 
BBC Glasgow & Edinburgh 
Email: Stephenlow88@yahoo.co.uk 
Tel 07887 991028m   
20 April 2005 
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BECTU Submission to the Scottish Parliament Enterprise and Culture 

Committee Meeting: Evidence Session on Internal Review Processes at the BBC 

26th April 2005 
 

The BBC has announced its intention to dismiss, outsource or sell off nearly 20% of its staff. 

BECTU believes that the proposals will damage the BBC permanently and also mean that 

thousands of our members will lose their jobs through redundancy or being transferred to a different 

employer. The BBC’s slogan for charter renewal is ‘Building Public Value’ these proposals appear 

to be destroying public value and making it likely that there will be no charter renewal in 2016 

because a weakened BBC will not be able to justify a licence fee.  

 

The BBC has called its proposals the Four Reviews: 

OUT OF LONDON 
We support the idea that as a national broadcaster the BBC should be seen to be devolving both 

parts of the commissioning process, and more programme-making, to all parts of the United 

Kingdom. We welcome the increase in funding for Scotland, Wales and Northern Ireland. This 

begins to reverse the trend of the last ten years which has seen the BBC pulling back to London, as 

with, for example, the loss of the main studios at BBC Pebble Mill. 

The move away from London will have a direct impact on Scotland and will mean money and 

commissioning decisions moving North. The BBC has said that they intend to appoint a new 

Executive Editor for Comedy in Glasgow and we understand this person will have a budget to 

spend. BECTU wholeheartedly supports this development and hopes it will go some way to off-set 

the one hundred and seventy five redundancies proposed by the BBC in Scotland. 

 

VALUE FOR MONEY 
These are under two sub-headings Production and Professional Services. 

Production  

The BBC wants to hack 15% out of production budgets over three years cutting 1626 jobs in the 

process. The impact this will have on the ability to make high quality programmes appears to be 

irrelevant. Staff working in Production and News know how stretched they are already and reducing 

the staff levels will only make it worse. 

There will be no reduction in programme output so this demands an increase in productivity from 

those left behind. Staff are already working hard, however the Director General, Mark Thompson, 
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appears to think that if staff can work smarter it will be alright. These cuts mean that 80% of the 

staff will be trying to do 100% of the work following the redundancies, which means that those 

remaining behind will have to work much, much harder and it will not be possible to maintain the 

high standards of programme making. 

Professional Services 

In addition to the above the BBC wants to outsource 750 staff and sack a further 980 who work in 

professional services. The BBC has tried to convey the impression that these people are somehow 

not important to programme-making. All of them are fully employed in their specialist areas and 

they are all engaged on jobs that will still have to be done when they have gone. They are key to the 

efficient and safe working of the entire Corporation. To take an example, the Health and Safety 

Department (Occupational Risk Management or ORM) is facing severe cuts, despite the fact that 

the BBC was the subject of a very critical report from the Health and Safety Executive only last 

year. The intention is to reduce the numbers in ORM through redundancy by more than a quarter 

(28 out of 108) and then to outsource a further 27 staff. It begs the question of how committed the 

BBC is to the safety of its staff and contributors when it proposes to carve up the department in this 

way. 

The BBC is at least open about the fact that when, say health and safety, finance or artists contracts 

have gone, the programme-makers, will be expected to pick up the work. This will be in addition to 

everything they already do; and the increased workload from the 15% cuts in programme areas. 

However as already noted the BBC believe that if you can work smarter you won’t have to work 

harder. So if you wind up working harder its your own fault for not being smart enough. 

We oppose the outsourcing of all these areas because we do not believe that the BBC will get the 

same level of service from, for example, an outsourced Health and Safety department as it does 

from committed in-house staff. And of course these new owners want to make a profit. 

We oppose the outsourcing but if the BBC goes ahead then we have asked for guarantees of 

protection for our members but the BBC has refused these. We would expect a mirror image 

pension scheme, 3 years protection of pensions terms and conditions and at least 12 months with no 

redundancies. 

COMMERCIAL ACTIVITY 
Last October the BBC sold BBC Technology Ltd to Siemens for £150 million. Now it is proposing 

to sell BBC Broadcast Ltd and BBC Resources Ltd. It is difficult to understand the commercial 

rationale for either sale. 

BBC Broadcast plays out all the BBC TV channels and was set up as a wholly–owned commercial 

subsidiary two and a half years ago. At the time the BBC assured the staff working there that this 

was necessary to secure significant amounts of commercial work. Two and a half years on, that 
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work has not materialised, but, rather than admit they were wrong, the management are now 

proposing to sell BBC Broadcast in order to secure the absent commercial work which, the BBC 

claim, is just waiting to be picked up. By the BBC’s own admission BBC Broadcast is 

competitively priced, produces a very high quality product, and its contract guarantees a reduction 

in price to the BBC every year whilst maintaining the quality of the service. 

It seems to many staff that the only reason for selling the company is to reduce the headcount of the 

BBC and to make a quick short term gain. The only thing that can make the company attractive to 

the market is the guarantee of seven and a half more years of work from the BBC contained in its 

current contract. When that contract expires and the BBC wishes to re-negotiate, they will be at the 

mercy of the market. So while the BBC will ‘make’ money now form the sale but in the future it 

will have to pay more. That will not matter to the current management as they will no longer be 

there but it will matter if the BBC is to continue as a public service broadcaster beyond 2016.  

 

Similar points can be made about Resources Ltd, with an even bigger question mark over its future 

because of the drive to move programmes out of London. Outside Broadcasts will be less affected 

by this move, but Post Production, and crucially TV Studios at Television Centre, will face a very 

uncertain future. The BBC is finding it very difficult to find a buyer for BBC Resources but the 

latest story in the press is that they intend to sell Outside Broadcasts in London by July 2005 which 

suggests that it will be sold to the first bidder. As with those members facing outsourcing we have 

asked for guarantees for our members facing a possible sale and the BBC have refused to provide 

them. 

CONTENT SUPPLY REVIEW 
The plan for a 25% ‘Window of Creative Competition’ is one of the most dangerous and damaging 

proposals tabled by the DG, since it seems to accept that the BBC should reduce its programme 

making role, and divert more of the licence fee into the profits of independent producers. There is 

also an assumption that BBC Production and News is not good enough to make 75% of BBC 

programmes. 

By setting aside a further 25% of production for ‘Creative Competition’ on top of the existing 25% 

statutory quota and cutting back the staff to the point where there will only be enough people 

employed to make 60% of BBC production internally, the BBC has, in effect, accepted at least 40% 

of BBC programmes will be outsourced to profit-making independent producers. This is a reduction 

of nearly one fifth of programme making staff. For the future it means the BBC will make less and 

less of its own programmes and becoming more and more of a publisher. There is a critical mass of 

in-house production which allows for experimentation and creativity and gives the Corporation 

enormous creative strength in depth. The BBC has also imposed a voluntary quota of 25% on web 
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production and increased its voluntary quota in Radio from 10 to 25%. All of these changes must 

mean redundancies and licence fee payers money going to companies which expect to make a profit 

rather than directly into programmes. 

There is also a danger that, despite having made such a huge concession to the independent 

production lobby, that they will continue to push for a larger and larger slice of the cake and 

following the consultation on the Green Paper there may well be a higher statutory level of 

independent production. We do not hear the Director General insisting that the BBC’s production 

divisions, which have made many brilliant award winning programmes, should be allowed to 

remain as the centres of excellence that they are, providing a critical mass of programme-making 

and serving as the training ground where creative programme-makers can learn their trade. 

To contract out BBC programmes in this way is a dangerous step down a slippery slope which ends 

with the BBC being a publisher of programmes not a producer. It is also a shameful acceptance that 

it is somehow right for licence fees to go to make profits for large independent production 

companies. We do not believe that it is value for money for licence fees to be spent in this way. 

 

 

 

In conclusion BECTU is very concerned that the BBC is inflicting wounds on itself which are very 

hard to describe as ‘Building Public Value’. It is privatising a significant part of production across 

Radio TV and New Media, its is sacking thousands of valued staff and selling off two companies 

which are an integral part of the broadcasting process We believe that it is not good value for the 

viewer and listener and.  

 

 

Luke Crawley 

Supervisory Official 

BBC Division BECTU 

21st April 2005 
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Evidence to the Enterprise and Culture Committee of the Scottish 
Parliament - Committee Meeting 26 April 2005  
 
AMICUS Trades Union 
 
Internal Review Processes at the BBC 
 
This is a written submission on behalf of Amicus in respect of a presentation 
to the Scottish Parliament Enterprise and Culture Committee meeting on 26 
April 2005. 
 
The Amicus submission is that we have deep concerns at the extent and size 
of the cuts being proposed by the BBC.  It is our belief that the high standard 
and quality of the programmes from the BBC in both radio and television 
broadcasting would be seriously affected if these cuts and job losses are 
allowed to take place.  The BBC have stated that there will be no diminution of 
quality of service but given the size of the cuts we find this statement very 
difficult to believe. 
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BBC Scotland: submission in advance of evidence session on April 26th 2005 
 
We welcome this opportunity to be invited to submit evidence to the Culture & Enterprise 
Committee of the Scottish Parliament. 
 
The Scotland Act notwithstanding, we fully support and endorse the decision of the 
Committee to conduct this hearing and to investigate and consider the current plans of  
the BBC in respect of BBC Scotland and the likely and potential impact on the creative 
industries and provision in Scotland and in addition and as a consequence the impact 
on wider issues of cultural and language policy. 
 
In Scotland, VLV has  recently held the tenth annual conference, one of a continuing series 
across the nations and regions, which are designed to allow VLV and members of the 
public to directly engage with leading figures in the broadcasting industry. These are aimed 
at ordinary listeners and viewers, and provide a unique, accessible and affordable forum 
where all with an interest in broadcasting can meet on equal terms Together with other 
meetings and communications and consultations with members and others we are able to 
articulate, at the least, a number of the concerns and interests of the viewer and listener 
 
1 
It is with concern that viewers & listeners in Scotland, including many members of VLV, 
have learnt of the plans of the BBC in Scotland to cut back its staffing in a variety of ways 
and to the extent which is currently proposed. 
 
In Building Public Value, the BBC set out ambitious plans for its future as the recognized 
cornerstone of Public Service Broadcasting in what could be termed the United Kingdoms 
and in and for Scotland in particular. 
 
2 
Of course there will always be a debate about the range, scope, breadth and depth of the 
activities of the BBC and it is important also to take a longer view as to the part played in 
the cultural and economic life of the nation and the resources allocated and employment 
and economic benefit secured by investment in BBC Scotland.  
 
3 
For example, it is undoubtedly true that during the tenure of the previous Controller, 
Scotland John McCormick, BBC Scotland enjoyed substantial increases in funding, in 
activities and provision and in the number and range of awards gained as well as in 
sustaining and in some cases improving levels of audience appreciation and ratings. 
 
VLV had hoped that BBC Scotland would be enabled to build upon this record of success. 

www.vlv.org.uk
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However, we need to analyse the relationship between levels, range and diversity of 
service and quality and thus viewer and listener satisfaction in order to ascertain the extent 
to which there can continue to be that depth of support for the privileged form of funding 
enjoyed by the BBC, ie the licence fee  
 
4 
Value for money is a complex matter as is quality and we are aware that the BBC is 
developing further criteria and methodologies which enable these to be measured but in 
the present context, it is  difficult to comprehend quite how BBC Scotland might be able, 
with the levels of staffing, support and investment which are being considered, to 
implement and sustain, for example, ambitious plans to expand into the provision of  
local news and also comply with the recommendations of the Neil report into its news and 
journalism  
 
More specifically, we believe that it is the case, even now before these cuts are 
implemented, that the BBC newsroom in the capital of Scotland does not always have a 
sufficient journalism staff on duty in the Edinburgh newsroom and that sometimes, even 
during the day- receptionists or representatives of BBC UK network services can be 
needed to assist in the handling and processing of incoming calls for the newsroom. 
 
Being able to judge the extent to which incoming information is newsworthy and the level 
of response required is a skill which demands a level of experience, training and 
knowledge.  So both a quantity and quality of staff are needed for these purposes lest 
opportunities are missed or mistakes made. 
 
5 
In this context and following on from the recommendations of the Neil Report, we are clear 
that the envisaged cuts have the potential to prevent the BBC from achieving one or more 
of its core goals and values. In ‘Building Public Value’ the BBC states that it seeks to 
‘recapture the full trust of audiences and participants in BBC journalism following the 
Gilligan/Kelly affair and implement in full the recommendations of the Neil report 
 
The Corporation also seeks to  ‘restore the prominence and appeal of serious current 
affairs and analysis on BBC Television- including on BBC One. (BPV 11) 
 
These aims are laudable but do not come at no cost and will remain as rhetoric unless and 
until the budgets allocated fully reflect these aspirations. It is also the case that, without 
experienced –and thus often more expensive staff, the Corporation runs the very real risk 
of repeating the experience of Hutton/Gilligan/Kelly. It is at least arguable that such risks 
should have been and can be avoided with the appointment of and enculturation of staff 
more fully into BBC values, traditions and procedures. Training can help to achieve quality 
but also costs time and money. 
 
6 
 
Furthermore, one of the additional risks in the current climate is that it is precisely those 
staff whom the Corporation can least afford to lose who might well take the redundancy 
package on offer and transfer to the independent sector and end up by accepting 
commissions from the BBC.  
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In the context of BBC Scotland, again, it is difficult to discern how these objectives can be 
met with a reduction of 176 in content and output departments and in particular 36 posts in 
BBC Scotland News, 5 in Presentation, 15 in interactive and 28 in radio 9 
 
Moreover, these reductions are at a time when it is envisaged that resources will be further 
stretched by the need, for BBC Scotland to more effectively speak to and for and represent 
the diversity of and the regions in Scotland by embarking upon ambitious plans for the 
creation of local news content etc. 
 
7 
We note and welcome the fact that the BBC Scotland Journalism Review (2003) page 13 
concluded that, in respect of Local Bulletins on TV, ‘Geographically, the strongest level of 
interest in this option was East Central Scotland’ However, we are not clear as to how this 
clearly expressed viewer need and aspiration will be met without additional resources.  
 
The danger is that the existing quality of BBC Scotland’s national output might be 
compromised while the new local services take time to become fully established. 
We await with interest, further details of how and how far this issue will be resolved, 
especially in the context of budgets, posts and staffing. 
 
Of course, we agree with the BBC Review when it states that: ‘Scotland is “A Nation of 
Regions’ and our members concur with the views of listeners and viewers in Oban and 
Stornoway who indicated that there is ‘frustration about perceived Central belt dominance 
in news coverage’ (p12).  
 
A balance always has to be struck and there will always be those who wish the BBC to 
meet their particular wishes but we also note that both the BBC and the Scottish Media 
group seem intent on deploying scarce resources in the competition for local as well as 
regional and national audiences and both seek to make local news a greater priority. 
 
Overall, we welcome these developments and in particular, the expressed intentions of 
BBC Scotland to ensure that news and current affairs on BBC Scotland can more 
effectively represent and connect with the interests of viewers and listeners in and across 
the various communities of Scotland. However, we do not wish the local or indeed the 
regional to be unduly at  the expense of the role of BBC Scotland as a national 
broadcaster. 
 
8 
In consequence, we believe that there is a strong case for withdrawing these proposals for 
reductions in posts or at the very least ameliorating the current number. Indeed, our view is 
that the plans of BBC Scotland for the future constitute, if anything, a case for additional 
resource rather than redistributing the current resource base. 
 
 
9 
It is also difficult to ascertain precisely how the reinvestment targets of only £10 million by 
the end of 2007/8 can be worth the level of upheaval and damage to staff morale which is 
currently apparent. Creative people, indeed ,any workforce does not give of its best in such 
conditions of insecurity and it is inevitable that quality suffers and targets are not fully 
achieved.  
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In addition, we question the extent to which it is possible to achieve quality provision of in 
excess of 978 hours per year for Scotland and 369 hours for the network, all of original 
production, including commissioning from independents AND delivery of over 9,000 hours 
of radio including over 400 for UK radio networks with the reduced budgets and staffing 
which are envisaged. 
 
Moreover, we are unclear about how BBC Scotland will be able to be effective and 
successful in competing for ‘ up to 17% of UK output over five years’ without sustaining 
and indeed developing and increasing the current staffing in the programming making 
community. 
 
We would reiterate that one of the dangers of the current or indeed any round of 
redundancies is that, in addition to the acknowledged impact on morale and creativity, it 
may be the most dynamic and energetic staff who choose to take redundancy packages 
and then set up their own independent companies and/or transfer to the independent 
sector. 
  
There is then a danger that the BBC might end up paying more and more for the profits of 
companies in the Independent sector as well for content produced and services rendered 
by staff who become in effect out-sourcing. 
 
10 
The BBC Document ‘Building Public Value’ asks: 
 
‘How do licence payers benefit from a particular activity being carried out inside the BBC 
as opposed to being supplied from outside, for example by a commercial partner or an 
independent producer?  
 
The BBC itself answers: 
 
‘In fact there are many powerful reasons why in house provision may make sense: 
security of supply and quality; critical mass; training and the development of a long term 
creative tradition; greater efficiency; greater ease of developing cross-media products and 
services. 
 
Quite and therefore we need to ask the questions:  
 
How do BBC Scotland’s current plans reflect, articulate and implement these eminently 
rational values and goals? 
 
How are these strengths of the BBC to be maintained in the current climate? 
 
BBC Scotland is not just part of a company; It is a public corporation operating under 
Royal Charter and has responsibilities beyond the narrow ones of economic efficiency.  
 
Funded by the licence fee, it is indeed in a privileged position where it is enabled, on 
behalf of us all,  to train creative workers and talent and to allow people to have 
imaginative headroom which is, to some extent, protected from the full pressures of ratings 
competition. 
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The danger is that these cuts as currently constituted have the potential to stifle innovation, 
diversity and creativity in programming so that the BBC’s continuing position as the 
cornerstone of public service broadcasting might not be maintained and secured. 
 
If BBC Scotland wishes to have a programming community which “lives and breathes BBC 
values and behaviours’ then this community needs to have confidence that BBC 
management at all levels will strike a reasonable and reasoned balance between the 
legitimate demands of various stakeholders, interests and priorities. 
 
In other words, if BBC Scotland wishes to maintain and build upon its successes of recent 
years, if it wishes to have staff who are, as it were, ‘Still Game’ to produce quality , then 
cutbacks of this magnitude are not the way to be recommended. 
 
11 
It may also be worth noting that it is possible that OFCOM, under the provisions of the 
Communications Act (2003) could be requested to undertake a further or perhaps even a 
more focused review of BBC services and provision in these areas.  
 
The issue of the extent to which parts of the BBC are subject to regulation by OFCOM 
remains a live issue but clause 264 (d) of the Act does empower and require OFCOM to 
report upon ‘the provision of relevant television services which (taken together) maintain 
high general standards with respect to the programmes included in them, and, in particular 
with respect to- 

(i) the contents of the programmes 
(ii) the quality of the programme making; and 
(iii) the professional skill and editorial integrity applied in the making of the 

programmes 
 
Given this, it may well be possible that OFCOM could mount an investigation into the 
precise nature of the relationship between the allocation of levels of resource and budgets 
to news gathering and dissemination and the nature of the quality ie range, diversity etc 
achieved. This would be a controversial development and we are not convinced that it 
would be required as of this time. 
 
Yet consider what can happen in and to libraries. It is possible to cut back in the short term 
on spending without any immediate and apparent diminution in provision and quality. 
 
The existing pattern of provision can, for a while, seem satisfactory. However, a few years 
later, it becomes clear that deeper and urgent investment is needed in order merely to 
catch up never mind to achieve the levels of quality which have been lost and restore and 
rebuild the traditions and values which have been compromised. 
 
The BBC seems to be cognizant of the fact that for many, it is a national treasure. Time to 
treat it as though it were, although this should also be without being unduly precious about 
managing change 
 
12 
Therefore, we argue that the current proposed reductions in posts will compromise quality 
and represent the wrong balance between the demands of the various stakeholder 
interests.  
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We ask that the Committee requests that the Corporation revisits and reviews the current 
proposals in the interests of maintaining if not enhancing the quality provision which is 
needed if the Corporation is to continue to enjoy both the support of its staff and just as 
importantly, the support of the viewers and listeners for the BBC and it’s unique form and 
levels of funding through and beyond the forthcoming charter period. 
 
To enforce cuts of 176 posts ie 13.5% of content, output and local support staff at a time 
when the challenges for BBC Scotland are increasing and demanding of an effective 
response is to put at risk the hard won successes of recent years. 
 
We are in the midst of a process of review of the BBC’s Royal Charter and we look forward 
to reading and discussing the submissions of the Scottish Executive, the Scottish 
Parliament etc. We are further aware that the precise terms of the Charter, Licence and 
agreement will be subject to negotiation in the future but we are clear BBC Scotland’s 
plans and activities should be subject to rigorous and on going review and that at present, 
there is a very great need for the Corporation to stand back and give further consideration 
to the relationship between its plans and policies, its rhetoric and the reality on the ground. 
 
13 
In giving consideration to the possible range of reasons as to why the BBC is proposing 
these cutbacks at this time, we would wish to draw the attention of the committee to what 
seems to be the rather open ended commitment which the BBC may have levied upon it  
with regard to Swithco, digital switchover and the associated costs of meeting the social 
inclusion agenda to avoid what has been termed the digital divide. (Green Paper) 
 
The sum involved is projected at around £400 million and we wonder whether this may 
also be a factor leading the  BBC to make such deep cuts in budgets and staffing. 
 
14 
At a time when Scotland, as a small country, needs to invest in its creative and cultural 
communities and industries so that we can create and produce high quality and diverse 
media content which has the potential to transcend tartanry and ensure sustainable levels 
of investment and employment opportunities. 
 
15 
In conclusion, we would also support what we perceive as an opportunity for the Scottish 
Parliament to further enhance and develop its links with the devolved assemblies in Wales 
and Northern Ireland via the organization of and support for a one day conference which 
enables us to compare and contrast the strengths and weaknesses of our cultural and 
creative industries and, in learning from each other’s experiences, policies and practice, to 
develop new and focused policy initiatives for these areas in and across the nations & 
regions. 
 
Such an initiative could, and at comparatively inexpensive cost, assist in furthering the 
policy agenda. VLV would be pleased to be associated with such a venture, play a full part 
in it and invites the Committee to give further consideration to this proposal.  We have 
already organized a conference in association with The Electoral Commission and would 
seek to build upon and extend that model and extend civic discussion of these matters. 
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     Appendix 
 
 
Voice of the Listener & Viewer (VLV), is a membership body of citizens and consumers 
which was set up in 1983. VLV works to maintain and strengthen public service 
broadcasting and the values associated with it on both the BBC and commercially funded 
channels. These values include universal access to broadcasting, the provision of high 
quality programmes and content and the promotion of a diversity of broadcasting, including 
a range of indigenous programming reflecting the cultural identities of the UK. VLV also 
seeks to extend public service values to new forms of broadcasting, including digital radio 
and television and broadband Internet. 
 
Underlying the objectives of VLV is the belief that a strong public service broadcasting 
sector is key to maintaining an educated, informed and cohesive society. The provision of 
impartial and independent news is especially important as it underpins the democratic 
process. If public service broadcasting were to be weakened, this would widen the 
information and digital divide, damaging our democracy and increasing social exclusion. It 
would also exacerbate educational inequality.  
 
VLV is run as a non-profit making limited company, funded by its members, democratically 
governed, and free from political, sectarian or commercial affiliations. VLV has over 1,600 
individual members and subscribers. It also has 21 Corporate Members, mainly from the 
voluntary sector. They include groups as diverse as the RNIB, RNID, the Hansard Society, 
NIACE, the Citizenship Foundation, 3WE, Age Concern, NSPCC, the National 
Confederation of Parent Teachers Associations, CSV Media and the Townswomen's 
Guild. It also has 22 universities and college departments in academic membership, 
including Goldsmith's College, London; Green College, Oxford; and the Universities of 
Aberystwyth, Cardiff, Glasgow Caledonian, Napier (Edinburgh), Ulster, Warwick, 
Westminster and Wolverhampton. 
 
VLV's core activities each year include the following:  
 

Responding to consultations held by Government, BBC, and Ofcom and producing 
briefing papers on other broadcasting issues. Responses are available on the VLV 
website to help inform the public debate on broadcasting 

 
Holding educational public lectures, conferences and seminars designed to allow VLV 
and members of the public to directly engage with leading figures in the broadcasting 
industry. These are aimed at ordinary listeners and viewers, and provide a unique, 
accessible and affordable forum where all with an interest in broadcasting can meet on 
equal terms 

 
Lobbying MPs, MEPs, Members of the Scottish Parliament and the Devolved 
Assemblies as appropriate, the Government, broadcasters and regulators on behalf of 
listeners and viewers as citizens and consumers on issues including programme 
quality, the regulation of broadcasting and the implications of digital and other 
technological developments – increasingly this area of VLV’s work involves working on 
European and international issues.  

 
Publishing a quarterly Bulletin which reports on the latest developments in broadcasting 
and new media 
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Introduction 
Ofcom is pleased to provide this written submission on its review of public service 
broadcasting (PSB) to the Parliament’s Enterprise and Culture Committee. 

Ofcom is the independent regulator and competition authority for the UK communications 
industries. We are charged by the 2003 Communications Act with assessing the 
effectiveness of the designated public service broadcasters (BBC, Channel 3, Channel 4, 
Five, S4C and Teletext), taken together, in delivering the public service purposes set out in 
the Act. 

We believe that we are approaching an important stage in the evolution of PSB including 
programming for the devolved nations of the UK.  It is only right that the issues involved are 
in the public domain and Ofcom has made every effort to consult over our proposals for the 
future. 
 

Summary 
Ofcom’s proposals are based on our assessment that the current system of Public Service 
Broadcasting (PSB) becomes unsustainable after digital switchover.  We explain the 
evidence for this below. 

In this context the main proposals for Scotland, on which we have been consulting, are as 
follows:  

• SMG is proposing that the current 1030pm ITN network news as transmitted in 
Scotland be tailored to reflect more comprehensively the Scottish news agenda.  
SMG also proposes to explore the possibility of micro-regional news services, 
providing more local news opt outs.  Ofcom has been seeking comments on these 
proposals. 

• Ofcom is proposing that for each of the Scottish and Grampian licence areas, 
requirements for non-news programming would be four hours until the first ITV region 
switches to digital.  This proposal is in line with SMG’s however the composition of 
these four hours is still to be determined. 

• Once the first region switches over, this requirement would reduce. 

• On Gaelic broadcasting, Ofcom, together with all other parties with an interest, views 
the prospect of a dedicated digital channel as the best way forward. Ofcom remains 
committed to discussing how to make progress on this with all interested parties, 
including the Gaelic Media Service and SMG. 

The 10 week consultation phase for the latest phase of our PSB review has just ended.  This 
included a specific consultation dedicated to the future of PSB in Scotland and the other 
home nations as we recognised the special factors involved in reflecting devolved systems 
of governance.  We are now considering all points made during the consultation and are 
committed to reconsidering our proposals in the light of logical counter arguments, 
particularly when underpinned by objective evidence.   Our final announcement on the PSB 
settlement will reflect our deliberations on the points raised during the consultation. 



 

We have structured our submission as follows:  

 

1 The context of our Public Service Broadcasting review. 

2 Proposals for the Scottish, Grampian and Border licence areas. 

3 Network Production. 

4 Gaelic Broadcasting. 

5 Local Television. 

6 The BBC. 

We make reference to the BBC at various points of sections 1-4 and have included a section 
at the end covering Ofcom’s role vis a vis the BBC as we understand the Committee’s 
primary focus is on the BBC and its recent reviews.  
 

1. The Context of Ofcom’s Review of Public Service Broadcasting. 
1.2 Public service broadcasting in the UK has been sustained over many years by a 
mutually reinforcing mix of institutions, funding and regulation. This delicate balance will not 
survive the move to the digital age which is fast approaching: by the end of last year Ofcom 
estimated 52% of households in Scotland had digital TV and the trend is upwards. 

1.3 The historical compact in which PSB was provided by commercial broadcasters in 
return for access to scarce analogue spectrum will come under increasing pressure as the 
audience using analogue services declines and erodes the financial value of the licences to 
those who hold them. We conclude that a new model of provision will be needed in the 
digital age if PSB – including regional broadcasting - is to maintain its unique ability to reach 
millions of people with a plurality of suppliers providing distinctive content. 

1.4 The digital model of PSB will be different from today's analogue model: it will involve 
explicit and transparent public funding to replace the current opacity and implicit subsidies; it 
will involve a new mix of providers; it will involve a changing approach to regulation; and it 
will require the use of new distribution systems alongside conventional TV broadcasting. 

1.5 Currently, ITV1, Channel 4 and Five receive approximately £400m a year in implicit 
subsidies for PSB. These subsidies result from their access to the analogue spectrum. By 
the time of digital switchover, the declining value of the analogue spectrum will have reduced 
these implicit subsidies close to zero. 

1.6 These market developments also create large challenges for all of the existing 
terrestrial broadcasters in the provision of PSB.  For example, the value of ITV1's 
broadcasting licence is declining and, by digital switchover, revenues from analogue TV 
advertising will not cover the costs of its existing PSB obligations. If we do not act now to 
plan new measures for the post-switchover world, there is a real risk that PSB across the 
system will decline, both in amount and in effectiveness. Commercial broadcasters will not 
be able or willing to screen PSB programming, including regional, which does not produce a 
full commercial return, and the BBC will no longer face competition for quality. 

1.7 We need to start by redefining PSB for the digital age. We believe the purposes of 
public service broadcasting are: 

• to inform ourselves and others and to increase our understanding of the world 
through news, information and analysis of current events and ideas;  

• to stimulate our interest in and knowledge of arts, science, history and other topics 
through content that is accessible and can encourage informal learning;  
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• to reflect and strengthen our cultural identity through original programming at UK, 
national and regional level, on occasion bringing audiences together for shared 
experiences; and  

• to make us aware of different cultures and alternative viewpoints, through 
programmes that reflect the lives of other people and other communities, both within 
the UK and elsewhere.  

1.8 Plurality is at the heart of successful PSB provision. It involves the provision of 
complementary services to different audiences; it ensures a range of perspectives in news, 
current affairs and in other types of programmes; and it provides competition to spur 
innovation and drive quality higher. This means that we should aim to ensure that there is 
more than one PSB provider of significant scale and that the production of PSB content is 
open to a wide range of producers. A new model for PSB in the digital age is therefore 
needed to avoid the outcome in which the BBC would become a near-monopoly provider of 
PSB in the world beyond switchover. 

1.9 Our ambition is for an enduring and pluralist system of PSB for the digital age, with a 
variety of providers. It should supply content which contributes to PSB purposes and 
characteristics, which has reach and impact, which makes full use of new technologies and 
distribution systems, but which is value for money and which would not be provided in 
sufficient quantity by the market.  
 

2. Proposals for the Scottish, Grampian and Border licence areas 
2.1 Regional programming on commercial channels faces particular challenges. It is by 
far the ITV network’s most expensive contribution to PSB. As switchover approaches, 
regional programming on the current scale will no longer be sustainable. 

2.2 The time is right to establish a new model, one that preserves what is most important 
about the existing model of national and regional PSB, while adapting to the changing needs 
of citizens and consumers, and exploiting the opportunities for enhanced services created by 
new digital technologies. 

2.3 Our starting point is the evidence that geographical communities and identities are 
still vitally important in the UK, despite growing social mobility and diversity. Our research – 
like other research before it – found that people have a mix of identities and attachments. 
Most people still live within a few miles of their place of birth. 

2.4 Our research has confirmed that national identities are strong.  Devolution has 
created new political and social infrastructures in Scotland, Wales and Northern Ireland, and 
PSB must be flexible enough to adapt to the complex requirements of a devolved society. 

2.5 We believe that the needs of Scotland and the other devolved Nations of the UK are 
distinct from those of the English Regions, for several reasons. First, it is vital that 
broadcasting in the UK reflects the reality of our devolved social, cultural and political 
institutions. This partly relates to the continued need for dedicated regional news services 
delivered by a plurality of providers, to ensure local populations are well informed about 
news and current affairs in their nation. But it also affects audiences’ requirements in other 
areas of programming. The distinct cultures, history and interests of Scotland, are unable to 
be fully reflected in UK-wide programming alone. They require a continued level of dedicated 
programming to ensure local audiences have adequate access to TV that reflects their own 
identities. 

2.6 Our research also found that people throughout the UK believe that regional 
broadcasting continues to have value. Regional news is the clear priority, in all the regions 
and Nations, although many viewers would like the news to be more locally relevant than at 
present. Non-news regional programming is less of a priority; viewers are aware of its 
limitations, although some programmes have strong and loyal audiences and achieve 
respectable audience shares. 
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2.7 Regional news is included in all of the Channel 3 licences. Current affairs is also 
included as an obligation in these licences. The most significant and most valued aspect of 
ITV regional licensees’ output is, therefore, a specified licence condition. We will continue to 
monitor a range of measures (including audience opinion and investment) to ensure that the 
service to viewers provided by ITV1’s regional news is maintained and where possible 
enhanced. 

2.8 The transition from the current framework of regional and national broadcasting to 
our new model requires careful management and our preferred approach is therefore 
carefully to plan and manage the transition period, so that we maximise the use of available 
resources to help create a model that meets viewers’ needs now and in the digital age. 

2.9 With respect to regional programming, we believe that there should be a two-phase 
approach, with one set of proposals taking immediate effect, and a further set at the start of 
digital switchover. We believe this is preferable to a more gradual, year-by-year transition, 
which would unnecessarily draw out the period of change, with its inevitable transitional 
challenges. 

2.10 In drawing up our proposals for Scotland, Ofcom has taken into account that 
audiences here have distinct needs that may be at risk if programming quotas are reduced in 
line with our decisions for the English regions.  Following consultation, Ofcom set a new 
level of 1.5 hours a week for non-news regional programming in the English regions and 
when the first UK region switches over to digital, we have proposed that this should reduce 
to 0.5 hours a week. However we recognise that any increased differential between Scotland 
and the English regions would impose significant additional costs and scheduling challenges 
on SMG.  This could be taken into account in the forthcoming review of financial terms for 
licensees, and in the review of ITV networking arrangements. 

2.11 With regard to news, there is the prospect of a reduction in the total amount of 
Scottish TV’s regional news through the licensee dropping its half-hour lunchtime regional 
news bulletin, a legacy of the 1990 licence process.  This bulletin has been transmitted at 
2pm on weekdays.  SMG’s research suggests this slot is not highly valued by viewers and it 
is difficult to find space for this half-hour slot in the network schedule.  SMG also say that it 
takes resources away from the flagship 6pm bulletin, which is more highly valued.  We 
carried out our own analysis of viewing figures which found that in November 2004 the 
average audience for this 2pm bulletin was only 75,000 viewers (11% share), compared to 
415,000 viewers (24% share) for the 6pm bulletin. 

2.12 In return for dropping this 2pm programme, Ofcom would expect SMG to 
compensate for the reduction in total regional news hours by improving its news service in 
other areas. SMG has suggested two ways in which this might be achieved. Firstly, it has 
offered to explore the possibility of micro-regional news services using split transmission 
technology, to provide separate opt-outs for Glasgow and Edinburgh within the existing 
Scottish TV regional news service, and for the north and south of the Grampian region. This 
would help meet the need, identified by our research in Scotland, for more local coverage 
than can currently be provided by the regional news services. 

2.13 Secondly, SMG has proposed to commission ITN to develop a tailored Scottish 
version of the 2230 UK and international news bulletin. This service would feature largely the 
same material as elsewhere in the UK, because our research showed that Scottish viewers 
are as interested in UK-wide news as those elsewhere, and it would not be appropriate to 
develop a narrow or parochial alternative. However this proposal would create the potential 
to re-edit or omit stories of less specific relevance to Scotland. 

2.14 In terms of non-news, the current requirements are : 4 hours 4 minutes per week for 
Scottish TV; and 1 hour 30 minutes for Grampian TV.   Ofcom has proposed requiring 
Scottish TV and Grampian TV to broadcast four hours per week of non-news regional 
programming until the first UK region switches over to digital. It is possible that part of this 
requirement could be unique to each licensee, and could not be co-produced with the other 
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SMG-owned licensee – thereby helping to preserve the distinctly regional element of the 
service. The licensees would be able to share content, which could be produced by either of 
them or by independents in Scotland. The common content would include an hour of Gaelic 
programming, funded by the licensees and separate from their continued requirement to 
broadcast GMS-funded Gaelic.  

2.15 We also proposed to explore with the licensees the possibility of ITV1 Border’s 
Scottish service showing some English language programming supplied by the Scottish 
licensees as a distinct licence requirement. Taken as a whole these proposals would 
represent a substantial increase in on-screen licence requirements in Scotland. 

2.16 When the first UK region achieves digital switchover, we propose to reduce the 
requirement for non-news programming for Scotland and Wales. Requirements for Gaelic 
programming on ITV1 in the Scottish and Grampian regions would be reviewed, subject to 
prevailing statutory obligations. 

2.17 These proposals increase the differential between the English Regions’ requirements 
and those of the national licensees – on average, from 1.5 hours per week to 2.5 hours. This 
both imposes additional costs on the national licensees, and creates significant scheduling 
difficulties – it is already difficult for the national licensees to find viable and attractive slots 
for their regional opt-out programming in an increasingly competitive network schedule. 

2.18 We recognise the need to relieve the scheduling pressures on national licensees, 
and to reduce the cost of opting out of the network schedule to meet their regional 
programme licence requirements. Our proposals would retain this flexibility.  We therefore 
propose to amend the ITV Networking Arrangements to: 

• introduce a ‘no-play, no-pay’ clause for network programmes for national licensees, 
which enables national licensees to opt out of the network schedule in order to meet 
their regional programming requirements without having to pay for the network 
programme that they have opted out of; and 

• require the ITV Network Centre to take into account the higher level of regional 
programmes in the three Nations when devising its network schedule. 

 

3. Network Production. 
3.1 Most network production still comes from companies and organisations based in 
London: in 2003 , 33% of network originations across all five main channels combined came 
from outside the M25, accounting for 37% of total spending.  Viewers tell us that they value 
the representation of their region and nation on network TV while various respondents to our 
PSB consultation in Scotland supported moves to attract more network production here.  So 
as an immediate step, we will increase ITV1’s quota for network production outside London 
to 50% of total originated hours and 50% of spend, from 2005. This represents a significant 
increase in spend outside London over 2004. We estimate ITV Plc will need to move £17 
million of production out of London in 2005 to meet the new target.  In addition, we have 
been consulting with the broadcasters to introduce new, more inclusive definitions of 
production to which the out-of-London quota applies. These new definitions will take effect 
from 1 January 2006 and we estimate that they will result in more than £40 million of 
production moving outside London in 2006 in order for ITV1 to meet its new quota.  Ofcom 
hopes and expects that these measures will benefit TV production in Scotland. 

3.2 We also believe there is a need to improve the spread of production around the UK: 
in 2003 almost 70% of ITV1’s out of London network spend was in the north of England and 
each year since 2000 the level of ITV1’s network production in the devolved nations has 
declined.  Ofcom is committed to working with ITV plc to achieve this. We suggest that the 
first priority is to return network production in the Nations to the levels of the late 1990’s, 
when we estimate that on average the three Nations combined accounted for around 8% of 

- 5 - 



total ITV1 network spend and hours of output; the network should seek to include 
programming from all three Nations in this total. 

3.3 In order to support its out of London objectives, ITVplc is proposing to introduce a 
ing-fenced fund, available to pror

n
ducers outside London but excluding established ITV plc 

etwork production centres.  Ofcom hopes that new-to-network producers from Scotland will 

edicated channel, exploiting the vastly expanded opportunities created by 

d by the Gaelic Media 

 continuity.  Ofcom has welcomed the general direction of these 

ed on mainstream channels.  Ofcom has been instrumental in bringing together 
ll relevant parties to work towards the best solution for Gaelic broadcasting and its viewers 

and particularly the opportunities for 

ring options for how this 
SP could be modelled but it is possible that it could support the development of local and 

community services in different parts of the UK including Scotland. 

 

benefit from this £9 million fund. 
 

4. Gaelic Broadcasting 
4.1 In our view, the future for Gaelic language television broadcasting lies in enhanced 
provision on a d
digital switchover rather than through slots on ITV which will become increasingly 
unsustainable.  

4.2 The Scottish Channel 3 licensees are currently required to broadcast one hour per 
week of their own Gaelic programming plus programmes funde
Service (currently around one hour per week, including 30 minutes in peak).  This 
requirement will become unsustainable as switchover approaches. 

4.3 SMG has proposed to provide support for setting up a Gaelic digital channel, initially 
delivered by satellite, in return for reductions in its Gaelic obligations.  This would involve 
developing a “staging post” to a new channel within its current schedules, with a separate 
brand, promotion and
proposals and also recognises the important role played by BBC Scotland in delivering 
Gaelic programming. 

4.4 We believe that all relevant parties should begin planning now for the delivery of 
indigenous language broadcasting through dedicated channels, as opposed to on ITV1, to 
allow for any necessary legislative changes to be made.  There is the potential for a 
dedicated Gaelic service for Gaelic speakers, providing more content, and a richer range 
han is providt

a
in Scotland. 
 
5. Local Television. 

5.1 Ofcom’s audience research has suggested that television coverage of news and 
issues within the viewers’ localities was highly valued, and not provided with a sufficient local 
focus by existing regional services.  Digital switchover creates new possibilities for the 
development of local TV delivered to a high transmission standard via digital TV and 
broadband.  Ofcom will be undertaking further work on the potential for developing local 
digital television services.  This work will include considering how local TV would be best 
delivered in a post-switchover world, an analysis of the commercial prospects for local TV 
post-switchover, not-for-profit models and more viewer research.  Although we cannot pre-
judge what the outcome of this will be, it is hoped that Ofcom can aid the development of 
local services in Scotland.  We have recently taken part at a Scottish Local TV Forum to 
outline Ofcom’s role in the future landscape for PSB 
more local TV.  We are aware that existing local TV licence holders want a clearer idea of 
their futures given that their licences run only till 2007. 

5.2 In addition, Ofcom is proposing the establishment of a Public Service Publisher 
(PSP) which would be publicly funded at an estimated level of £300m and charged with 
using new media to deliver high quality content.  Ofcom is conside
P
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6. The BBC 
6.1 Ofcom is required to carry out regulatory functions in relation to the BBC as are 
specified in the Communications Act 2003 or in the BBC Charter and Agreement.  Under the 
current Agreement, the BBC must obtain Ofcom’s agreement to quotas for: 

• original productions (total and in peak) 

• out of London production 

• the amount, range and expenditure of network programmes made outside the M25 

• the range of production centres outside the M25 

6.2 The BBC Governors are currently responsible for setting all other quotas. They are, 
however, obliged to consult Ofcom and have regard to its comments. They also have to 
obtain Ofcom’s agreement before allowing the quotas to fall below 2002 levels.  This applies 
to: 

• news on BBC1 (total and in peak) 

• current affairs on BBC1 and BBC2 (total and in peak) 

• regional programmes on BBC1 and BBC2 (total only) 

• regional news on BBC1 (total and in peak)  

• non-news regional programmes (in peak and near peak) regional programmes made 
in the region 

6.3 Ofcom believes that an effective, strong and independent BBC – properly funded by 
a licence fee model – should remain the cornerstone of PSB.  In terms of the Nations and 
Regions, historically, ITV1 was the main provider of regional television in the UK, thanks to 
its origins as a federal system of regionally-based licensees. In recent years the BBC has 
increased its provision, particularly in the Nations, while ITV1’s has fallen back. Nonetheless, 
even in 2003, ITV1 broadcast more hours of regional programming than the BBC. In the 
future, our analysis suggests that this will no longer be the case. The BBC will need to take 
the lead. 

6.4 Our starting point for a new National and Regional settlement, therefore, is an 
enhanced role for the BBC. The Corporation recognises this in its Building Public Value 
document, and has set out some ambitious plans. Its key proposals are: 

• strengthened core services in Scotland, Wales and Northern Ireland, including 
continued commitment to the UK’s indigenous languages and coverage of devolved 
institutions; 

• ‘ultra-local’ television news services for 50-60 cities and counties across the UK, 
initially delivered by broadband, and potentially later on digital television; 

• creation of more opportunities for citizen participation and involvement in local 
communities. 

6.5 Ofcom welcomes these plans, subject to their meeting public value tests, which will 
add to the diversity of programming content available to viewers in Scotland. 

We trust that this submission is helpful to the Committee in its deliberations and look forward 
to receiving members’ views. 

 

Vicki Nash 

Director Ofcom Scotland 

20 April 2005 
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Background 
 

This paper summarises SMG’s response to Ofcom’s PSB3 review. 
 

The response was submitted to Ofcom on 19 April 05 on behalf of Scottish TV and 
Grampian TV, the two Channel 3 licensees operating wholly in Scotland, referred to as 
SMG. 

 
Alongside the regional licensees, SMG Television consists of two other businesses: 
SMG TV Productions and SMG Broadcast & Event Solutions. 

 
SMG TV Productions has won programme commissions from all the UK’s main 
broadcasters, BBC, ITV, Channel 4, Channel 5, Sky and other digital channels. 

 
SMG Broadcast and Event Solutions provide facilities and resources across a wide 
range of broadcast services, from studios, cameras and outside broadcasts to post 
production and entire channel management.  The company provides production and 
transmission resources for Setanta’s suite of sports channels across SPL, Rangers TV 
and Celtic TV and associated channels. 

 
This portfolio of associated businesses places SMG at the heart of the creative 
community in Scotland. 

 
SMG welcomes Ofcom’s recognition of the importance of a range of production centres 
around the UK. 

 
We also appreciate the opportunity to work towards Ofcom’s goal of increased network 
production from the nations.  The regulator wants to see a return to the pre-2000 level of 
8% of ITV1 production spend and hours coming from the nations. 

 
This contribution to Public Service Broadcasting has a knock on effect on our ability to 
provide high quality regional programmes, since it allows us to build a production base 
with a critical mass that would be unsustainable without network commissions. 

 
SMG plays a pivotal role in the creative community, through our partnership with Scottish 
Screen, our support for Skillset and initiatives such as the Sector Skills agreement and 
other industry bodies such as the RTS and SISG, BAFTA and Celtic Film & TV Festival. 

 
PSB3 is the third and final phase of Ofcom’s review of Public Service Broadcasting, 
which started in March 2004.  Under the 2003 Communications Act, the regulator is 
required to review PSB at least every 5 years and make recommendations to “maintain 
and strengthen” PSB. 

 
Ofcom has identified that current PSB obligations on ITV licensees are unsustainable 
through digital switchover (DSO) when the value of holding a PSB licence falls 
dramatically. 

 
This is because digital spectrum, unlike analogue, is not limited.  There are no barriers to 
entry and consequently, the principle of requiring licensees to commit to cash payments 
and positive programming obligations no longer holds. 

 
In 2003, ITV licensees paid £220m in licence fees and incurred a further £260m of cost 
associated with PSB obligations [Source ITC]. 
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By contrast, Ofcom estimates the value to the ITV network of holding a PSB licence post 
DSO will be just £25m.  This value is ascribed to prominence on digital Electronic 
Programme Guides and a “must carry” obligation on cable services. 

 
Ofcom has already ruled that English ITV regions will have their obligations revised 
whereby they produce 5½ hours of news programmes and 1½ hours of non-news 
programmes per week.  At DSO, non-news programmes will reduce to ½ an hour per 
week. 

 
Ofcom notes that ITV licensees in Scotland are subject to the same commercial 
constraints as elsewhere in the UK. 

 
Phase 3 of the PSB review deals specifically with the nations.  Ofcom suggests that a 
greater level of PSB may be appropriate in Wales, Ulster and Scotland. 

 
Although SMG has accepted this general principle, we consistently impressed upon the 
regulator that any additional obligations must be kept to a minimum and accompanied by 
appropriate funding mechanisms. 

 
SMG has suggested to Ofcom that funding for PSB may come from the review of the 
financial terms of our licences and/or relief in the ITV Networking Arrangements, also 
subject to current review. 
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Executive Summary
 

 News provision should be paramount, given its importance to viewers. 
 
 SMG’s proposals for more localised, “split transmission” news during the 1800 

regional bulletin and a more tailored 2230 Scottish service are ways of 
maintaining and strengthening PSB within Scotland.  

 
 Scottish TV’s news obligation should fall in line with the benchmark for the rest of 

ITV at 287 hours annually, 5½ hours per week. 
 
 Our proposed enhancements to news coverage have high impact, several times 

a day, every day of the year. 
 
 SMG rejects the configuration of non-news hours proposed by Ofcom in its 

Phase 3 Proposals for Scottish TV and Grampian TV. 
 
 We submit that the original suggestion of 2½ hours for Scottish TV and 1½ hours 

for Grampian TV is more appropriate and still delivers 4 hours to viewers across 
both licence areas. This would be reduced to 3 hours once a dedicated digital 
Gaelic channel has been established.  

 
 At digital switchover, our non-news hours should reduce to 2 hours.  This would 

be comprised of 1½ hours for Scottish TV and ½ an hour for Grampian TV.  
 
 The benchmark for English licensees has been set at 5½ hours of news and 

1½ of non-news in the PSB Settlement.  Any obligation for enhanced news 
services and non-news regional programming which we support beyond this level 
must be reflected in the terms of our licences and/or within the Networking 
Arrangements.  

 
 Under the legislation, any recommendations by Ofcom for ways to maintain and 

strengthen PSB must be made against a background of commercial viability for 
licensees. 

 
 We recommend that funding mechanisms be directed first and foremost towards 

these enhancements in news in recognition of the challenges we face to fund 
PSB at the higher level in the Nations, and the need to make more selective 
decisions to favour programming with reach and impact. 

 
 SMG’s Gaelic obligations must fall away at the earlier of DSO or establishment of 

a dedicated digital channel. 
 
 In the period between now and DSO or channel launch, SMG Gaelic obligations 

should phase down.  That is to say, the requirement to produce and transmit 
1 hour of licensee funded Gaelic and to transmit 1 hour of GMS provided material 
should reduce, as should the onerous requirement to transmit ½ an hour of GMS 
Gaelic in peak each week. 

 
 Ofcom’s suggestion that Border TV be gifted Scottish TV and Grampian TV non-

news material “at no cost” is unacceptable and unworkable.  A viable, sustainable 
solution to the problem of transmitting Scottish PSB to the whole nation needs to 
be found. 
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 SMG acknowledges Ofcom’s recognition of the benefits to be derived from 
greater dispersal of network production to production centres outside London 
including to the Nations.    

 
 SMG welcomes the opportunity to work with ITV plc to promote the regulatory 

objective of a return to around 8% of total ITV1 network spend and hours of 
output from the Nations but calls on Ofcom to be alert to the difficulty of realising 
this objective in the absence of quotas. 

 
 SMG’s production company should be classified as an independent producer for 

programmes commissioned by UK broadcasters.   
 
 The date from which any licence obligations arising out of Phase 3 settlement 

take effect for the national licensees must be the same as in England – 1 January 
2005.   

 
 SMG has consulted widely on its proposals submitted in response to PSB 2.  

From a range of stakeholders, there has been a very positive response to what 
we have proposed. 
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News 
 

SMG acknowledges Ofcom’s conclusion that delivery of news (national, regional and 
international) is central to the character of ITV1. 

 
Further, Ofcom acknowledges that the level of funding available for PSB will reduce 
going forward. 

 
SMG is in agreement with Ofcom that news is a cornerstone of PSB going forward and is 
a key area where PSB should be strengthened and maintained.  

 
SMG is prepared and willing to invest to enhance the delivery of news in two key areas.  
Firstly, through new split/localised services for the key parts of our transmission areas.  
That would mean increased minutage in news and would offer even greater analysis of 
relevant local issues which might not otherwise find an outlet.  These splits would 
include: 
 

• an East/West (Edinburgh/Glasgow) split for the Scottish TV licence; and  
• a North/South (Aberdeen, Highlands and Islands/Tayside) split for the Grampian 

TV licence. 
 

Secondly, SMG has further developed plans for a tailored 2230 national and international 
bulletin for Scotland put forward in our original submission.  Since the close of PSB 2, 
SMG and ITN have been working very closely to identify the likely budgetary, resourcing 
and content issues for such a bulletin.   

 
Both proposals for enhancing news require funding before SMG could consider 
assuming such obligations within its regulatory regime. 

 
 

Non-News Regional Programming
 
Whilst we accept that it may desirable for the nations to provide more than the English 
regions, this cannot ignore the need for commercial feasibility, sustainability of supply 
and the requirements of fairness to avoid commercial disadvantage.  
 
SMG rejects the configuration of non-news programme hours proposed by Ofcom in their 
PSB 3 document.  Ofcom’s proposal, of 1 hour produced and transmitted separately by 
Scottish TV and Grampian TV, with a further 3 shared hours, would mean an increase in 
the overall amount of non-news material produced in Scotland from 246 to 260 hours per 
year. 
 
We reiterate our original suggestion that Scottish TV produces 2½ hours of non-news 
material per week while Grampian TV produces 1½ hours.  At the earlier of DSO or the 
establishment of a Gaelic Channel, these obligations would each reduce by ½ an hour 
resulting in removal of SMG’s Gaelic obligations. 
 
In addition, at DSO (in accordance with Ofcom’s proposal at paragraph A.17) these 
obligations would be reduced by an additional ½ an hour both for Scottish TV and 
Grampian TV.  On our calculations (4 hours less 1 hour for Gaelic less 1 hour at DSO) 
this results in a post-DSO obligation of 2 hours comprised of 1½ hours for Scottish TV 
and ½ an hour for Grampian TV and not 3 hours as stated by Ofcom at paragraph A.17, 
although within that 3 hours Ofcom has continued to count Gaelic albeit accepting it 
would be subject to review.    
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However, it would mean in the run-up to DSO that viewers in Scotland would see 4 hours 
of non-news programmes per week (reducing to 3 hours on cessation of Gaelic 
obligations and 2 hours at DSO). 
 
We are committed to maintaining production bases in the Scottish TV and Grampian TV 
licence areas.  Programmes made by each licensee would maintain a primary focus on 
their respective region, but would all be simultaneously transmitted across Scotland as a 
whole.  This allows Scottish TV and Grampian TV to provide a range and diversity of 
material, which, experience shows, is of significant interest to viewers in neighbouring 
areas. 
 
 
Gaelic  
 
SMG welcomes Ofcom’s acknowledgement that current Gaelic obligations upon SMG 
(both GMS funded and licensee funded) amounting to 2 hours per week become 
unsustainable as DSO approaches.  
 
Throughout the PSB Consultations, Ofcom has recognised that PSB obligations cannot 
continue at the present level.  Gaelic obligations are no different to the rest of the PSB 
obligations and therefore the only sensible way forward is for the establishment of a 
dedicated digital channel for Gaelic, carried on the DSAT and DTT platforms.  It would 
be unacceptable if Gaelic obligations were ring-fenced from the rest of the PSB 
obligations.   
 
SMG maintains that it is a fundamental requirement of our PSB settlement that our 
Gaelic obligations must fall away at the earlier of DSO or the establishment of a 
dedicated digital channel.   
 
In addition, Ofcom must address the current levels of Gaelic obligations in the run-up to 
the launch of a digital channel or DSO.  The current levels were prescribed in the early 
1990s and are not in touch with the current commercial climate.  It is simply nonsensical 
that SMG’s current Gaelic obligations exceed the whole of an English regional licensee’s 
non-news regional programming obligation.  Ofcom must recognise this illogical outcome 
and address this issue when devising the PSB settlement for SMG.  
 
SMG submits that Ofcom must act now to reduce the current levels of both GMS funded 
and licensee funded Gaelic obligations.  Most importantly, the obligation to broadcast 
GMS funded Gaelic in peak must be reduced.  In determining the obligation to broadcast 
in peak, there is nothing stopping Ofcom to specify this obligation as a number of hours 
per annum as opposed to the current obligation of specifying ½ an hour per week.  In 
addition, SMG consider that peak could be classified as 1700 to midnight.  By reducing 
Gaelic obligation now and also allowing SMG flexibility in scheduling would facilitate 
SMG to accommodate Gaelic obligations until the Gaelic obligations are removed by the 
earlier of DSO or the launch of a dedicated channel.  For instance, we have recently 
agreed slots on a Saturday afternoon for newly commissioned children’s programming.  
That may not be peak, but for children’s programming, it is just as appropriate.  
 
SMG welcomes the opportunity to continue working with GMS, Ofcom, BBC, Scottish 
Executive, DCMS and the Scotland Office to achieve a sustainable settlement for Gaelic, 
which will provide a viable future for Gaelic broadcasting for the benefit of Gaelic 
viewers.   We believe the channel will provide that viable future and it is essential that all 
parties are working towards its launch sooner rather than later.  In addition, SMG also 
considers that the BBC should play a more active role in the provision of Gaelic 
broadcasting. 
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Networking Arrangements  
 
Regional Opt-Outs 
 
Whilst Ofcom has proposed for ITV Network to take into account the higher level of 
regional programmes they have not proposed how this will be achieved, and SMG 
considers that a single scheduling approach for regional slots across Wales, Northern 
Ireland and Scotland is unworkable.   
 
Managed integration of non-news slots within the ITV Network schedule is of paramount 
importance.  Any increased provision within the nations inhibits the network’s commercial 
potential if programming is to be scheduled with a view to being replaced by regionally 
produced alternatives.  It is not a solution to propose harmonised regional scheduling in 
late night slots.  These slots are increasingly important for providing commercial impacts, 
and cannot be regarded as dispensable to make way for increased PSB obligations 
outside England.   
 
The focus must be on quality rather than quantity of provision.  There is no viewer benefit 
in engineering artificially high levels of non-news material in the nations which could be 
accommodated only within late night slots.  Such an approach would simply depress the 
viability of such material even further over time.    
 
Border TV  
 
Ofcom has proposed that SMG should gift Border TV with 2 hours of regional 
programming.  Whilst SMG recognises the importance of Scottish viewers within the 
Border TV transmission area to have access to Scottish regional programming, SMG do 
not consider that this benefit should be provided to Border TV free of charge.  
 
SMG already has a commercial agreement with ITV plc to provide Border TV with 
regional programming.  Ofcom’s proposal to supply these programmes free of charge 
undermines our commercial position and Ofcom has provided no proper rationale for 
doing this.  
 
In addition, Ofcom’s proposal does not tackle the root cause of the problem.  The 
present transmission areas were determined by technical constraints in the 1950s. 
These technical constraints no longer apply. 
 
 
Regional Production  
 
SMG welcomes Ofcom’s acknowledgement of the significant benefit to be derived from 
greater dispersal of network production outside London, and into the nations. 
 
Ofcom recognises in its PSB 3 conclusions that commissions from the nations have 
dropped from about 8% to 2%.  This is evidence of a distortion in the market operating 
against greater dispersal.  Whilst it is possible that this may change through self-
regulation and previous levels may be regained over time, SMG considers that one way 
to ensure to address distortion is through imposition of quotas. 
 
We would not accept that this decline is due to the quality of our offers to ITV Network, 
as during the same period our production levels for other network broadcasters like BBC, 
Five, Sky and C4 have increased. 
 
If creativity, innovation and diversity are to be truly reflected on UK network television, 
then talent pools far beyond the M25 must be fostered.  
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SMG has a track record in network production.  We have been producing network drama 
for ITV for 25 years in the form of Taggart; network children’s programming for ITV for 
over 15 years (Fun House; Art Attack; How 2) and in recent years, strong factual 
entertainment strands for ITV (Club Reps) and with the launch on 18 April 2005 of 
People’s Court UK.    
 
We are well aware of the impact network production can have on non-news regional 
programming providing, as it does, career development opportunities, and a real 
structure for fostering talent.   This cross-fertilisation in itself will aid that dispersal and 
diversity which Ofcom seeks.   
 
We are doubtful that self-regulation can address this distortion.  The influence of the 
Nations has dwindled in a centralised ITV Network, hence the distortion in the first place, 
and we believe only positive discrimination will redress it.  Everyone is reluctant to set 
quotas, but we see no other way to create a critical mass, the benefits of which can be 
applied across all aspects of the production industries in Scotland for the provision and 
development of training and skills.  
 
In the nation of Scotland, SMG is the only major supplier to ITV, but anything that 
benefits SMG benefits the production community at large, due to the injection of and 
retention of talent.  Securing a critical mass of production in Scotland with SMG as the 
conduit would be the tide that floats all ships.  We give you the example of People’s 
Court UK, a network live show from Glasgow launched on 18 April 2005.  75% of those 
working on the show (from both production and crew) are local, and are getting their first 
chance to work on a live network show.  Those working on it will retain the skills and 
experience and can apply them to the benefit of all aspects of the production industry in 
Scotland.  
 
SMG welcomes Ofcom’s intention to carry out a review of the definition of a qualifying 
independent producer in the nations, and considers that if SMG’s production company 
fell within the category of independent producer when pitching to UK broadcasters, then 
this would go a long way to help achieve the objective of 8% from the nations.    
 
 
Transitional Arrangements
 
It is essential in the pursuit of fairness that all the licensees are dealt with equally by 
Ofcom.  In this regard SMG is concerned with the way the English regional licensees 
have seen their PSB obligations reduced effective from 1 January 2005 whereas SMG is 
still awaiting Ofcom’s decision for its PSB obligations.  It was not clear at the start of the 
PSB review that an extra period would be required for a further round of consultation in 
the nations.  This extended debate has required SMG to carry this additional burden for 
longer than anticipated.  
 
SMG maintains that once its PSB obligations have been determined these should be 
backdated to the same effective date as the English regions.  To hold otherwise would 
place SMG at a competitive disadvantage vis-à-vis the English regional licensees for no 
good reason.  
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Enterprise and Culture Committee 
 

10th Meeting 2005  
 

Tuesday 26 April  
 

EU State Aid Investigation Fact Finding Trip to the European 
Commission 

 
Introduction  
 

1. The following paper sets out the main points of interest from the Committee’s 
fact-finding trip to Brussels as part of its investigation into the reform of EU 
State aids.  

2. A working group from of the Enterprise and Culture Committee comprising of 
Alex Neil MSP, Mike Watson MSP and Christine May MSP and the adviser to 
the Committee, Mr Colin Imrie undertook a fact-finding trip to Brussels on 
18/19 April as part of the Committee’s investigation into the reform of State 
aids by the European Commission (“the Commission”) and its potential 
consequences for Scotland. The working group also examined the progress in 
the reform on regional aid development.  

3. The working group held meetings with the following people: 

• Mr Marc Van Hoof, Director of State Aid Policy and Strategic 
Coordination, Directorate-General for Competition, European 
Commission; 

• Mr Robert Hankin, Head of Regional Development Unit, Directorate-
General for Competition, European Commission; 

• Avril Doyle MEP, Member of the European Parliament for Ireland 
East (Intel case study); 

• Anne-Marie O’Connor, First Secretary to the Permanent 
Representation of Ireland to the European Union (Intel case study); 

• Lynn Vallance, Second Secretary for Competition Policy and 
Company Law, United Kingdom Permanent Representation to the 
European Union; 

• David Tripp, Acting Head, Scottish Executive EU Office.  

Regional aid reform  

4. Regional Selective Assistance (RSA) is the main national scheme of financial 
assistance to industry, aimed at creating and safeguard jobs and encourage 
investment in the Assisted Areas (AAs) of Scotland.  RSA, an approved 
regional aid scheme, plays an important role in tackling regional imbalances, 
and achieving the Scottish Executive’s Smart Successful Scotland agenda. 
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5. The Commission’s regional aid guidelines define where, how and in what 

circumstances member states can use domestic funds (regional aid) to 
support investment and employment.  The current guidelines expire at the end 
of 2006, and the Commission proposals for new regional aid guidelines aim to 
reduce State aid and focus regional aid on the poorest areas of the enlarged 
EU.   
 

6. These proposals are based on NUTS II geographical regions (of which there 
are 4 in Scotland).  Under the Commission’s current proposals for reform of 
these guidelines, coverage in Scotland would be limited to the Highland & 
Islands. This would see a reduction in the current population coverage in 
Scotland from about 48% to around 8%. There would be no scope for regional 
aid to large firms in lowland Scotland. 

7. From the discussions held with officials from DG Competition, it seems 
increasingly likely that the Commission will revise its current proposals for the 
reform of regional aid guidelines. The UK, along with other member states, 
have expressed concern at the impact of such a large decrease in regional 
aid coverage within a single financial cycle. It now looks increasingly likely 
that the Commission will adopt an amended policy similar to the ‘safety net’ 
proposal put forward by the UK Government in its response to the 
Commission. This would allow for a more gradual change in regional aid 
coverage while supporting the principle of shifting the emphasis away from 
the richer areas of the EU so as to benefit the poorer areas (mainly in the new 
accession states). If an amended proposal is adopted, this should see 
Scotland emerge with a population coverage figure somewhere in the region 
of about 24% for the period 2007-2013, instead of original 8%.   

8. DG Competition indicated that the revised guidelines will most likely be based 
on agreed geographical NUTS areas. However, unlike the current guidelines, 
it seems likely the final decisions on new geographical areas will be taken by 
the member state government themselves, rather than by the Commission 
(subject to overall compliance with the new guidelines). This would have the 
advantage of allowing the UK Government and the Scottish Executive more 
flexibility to target areas of most disadvantage within Scotland.  

9. The development of geographical areas by member states would also have 
the advantage of allowing for more effective targeting within specific regions 
(the Western Isles in the Highlands & Islands for example).  

10. The new guidelines may also see a ‘lighter touch’ being adopted by the 
Commission in relation to the operation of approvals for the use of regional 
aid. Efficiency in the system of approvals could increase greatly if, as seem 
likely, the need for notifications to the Commission is removed and the system 
is operated under the general framework of the new guidelines. 

11. DG Competition also stated that they are not opposed in principle to aid 
support to large firms, however they wish to see such aid aimed at ‘upstream’ 
value-added measures such as R&D support and development as opposed to 
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‘downstream’ measures such as support for plant and infrastructural 
development.    

State aid  

12. State aid refers to public assistance given to undertakings which has the 
potential to distort competition and affect trade between member states.  
Public funding for interventions to support businesses invariably involves 
State aid and are therefore subject to Commission State aid rules.  There are 
a number of frameworks and guidelines setting out the type and level of 
funding which are likely to be approved by the Commission.   
 

13. The European Commission has sole competence in the area of State aid.  
Within the UK, State aid policy is reserved to Westminster but financial 
assistance to industry is devolved and the Scottish Executive.  

14. DG Competition now believes that the Commission’s State aid road map, the 
document which will set out the Commission’s proposals for the reform of 
State aid, should be adopted by the Commission on 8th June. This would be 
followed by a 2 to 3 month consultation period with any revised proposals 
being agreed the end of 2005. This would allow member states a 12 month 
period to prepare for the coming into force of the new guidelines in January 
2007.  

15. It should be noted however that two EU member states will shortly hold 
referendums on the ratification of the new European Union constitution 
(France on 28 May and the Netherlands on 1 June). Whilst the results of 
these referendums have no direct bearing on the timetable for the approval of 
revised State aid guidelines, a no vote in either would very likely cause 
slippage in the timetable owing to the resultant political consequences for the 
EU.  

16. From discussions with DG Competition it seems likely that road map will allow 
for investment aid for the poorest regions of the EU, while State aid would be 
focussed to support Lisbon Agenda targets in richer areas. The road map may 
also allow for the use of risk aid and capital aid in certain areas.   

17. On the issue of the review of Environmental aid guidelines, currently due to 
begin in 2007, DG Competition stated that it will seek to accelerate the 
timetable for this review.   

18. DG Competition also informed the working group that it intends to deliver a 
communication on support for innovation sometime in July of this year. The 
Working group welcomed this.   

19. During discussions with Mr Van Hoof, the working group highlighted the need 
to provide support to encourage innovation within the Scottish economy. A 
prime example was that fact that the number of patents registered in Scotland 
accounts 17% of the UK total, however only 5% of the UK total is actually 
developed in Scotland. Mr Van Hoof invited the Committee to submit a paper 
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to DG Competition on the issue of innovation aid support. The working group 
welcomed this offer. 

20. On the issue of support for R&D, DG Competition has proposed the merger of 
current aid support for proof of concept development (currently set at 25%) 
and ready to market support (currently set at 50%) into one overall aid support 
mechanism. To date 12 of the 14 member states who have responded to this 
proposal have opposed this. Both DG Competition and the working group 
expressed some surprise at this. There was an acknowledgment that the 
encouraging more private sector spend on R&D in Scotland will be an 
important issue for economic development and the working group felt that the 
Commissions proposals would be beneficial in this respect.    

Conclusion  

21. The members of the Committee who visited Brussels feel that a very 
considerable amount of work has been undertaken by the UK Government 
and the Scottish Executive to influence the original proposals in put forward 
on regional aid and state aid reform from the Commission. The effectiveness 
of the work carried out has had a significant impact in influencing the 
Commission’s proposals. The working group congratulates the UK 
Government and the Scottish Executive on this work.  

22. The working group will bring a further paper back to the Committee in due 
course setting out proposals to engage with the Commission, the Executive 
and the UK Government to ensure Scotland gains the maximum benefit from 
these reforms.  

 
Alex Neil MSP 
Convener  
21 April 2005 
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