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Introduction 

 

1. Pact is the UK trade association which represents and promotes the commercial 

interests of independent feature film, television, digital, children's and animation 

media companies.  

2. Pact has over 500 members across the UK, including in the nations and regions, with 

around 72 companies based in Scotland. Pact members make programmes for a 

range of UK Public Service Broadcasters, UK commercial broadcasters and 

international broadcasters and SVODs, including Netflix.  

 

3. The UK is a world leader in the sales of TV content globally and revenues continue to 

rise. Taken as a whole, the TV industry around the world is worth $400 billion.1 UK 

independent television sector revenues have grown from £1.3 billion in 2005 to over 

£3 billion in 2018 largely driven by a growth in international sales.2  

4. The Scottish independent TV production sector is in a strong position, and Pact 

wants to ensure this is still the case post COVID-19.   

 

 

 

 

 

 

 

 

                                                 
1 Analysis for Pact by Oliver & Ohlbaum, published in ‘A New Age for UK TV content and a New Role 
for the BBC’, August 2014 
2 Pact Census Independent Production Sector Financial Census and Survey 2018, by Oliver & 
Ohlbaum Associates Limited 
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Overview  

1.1 Production companies lost a substantial amount of revenue virtually overnight due to the 

immediate shutdown of the production sector at the start of the COVID-19 crisis. Pact 

has worked across the industry to draft guidance on safety measures related to COVID, 

so the sector is able to return to work safety. Both sets of guidance have been approved 

by the UK Government, however producers are unable to get insurance cover for 

anything COVID related meaning that the sector is unable to return to work. 

1.2 The UK Government are currently in discussions with the insurance sector to develop a 

permanent solution, a Pandemic Reinsurance Solution (Pan Re), however this is likely to 

take some time. There is an immediate need in order for shooting to resume which 

cannot wait for that to be agreed and implemented. Pact and others in the industry have 

proposed that the UK Government set up a short-term fund guaranteeing to cover 

potential COVID losses with industry also contributing to loss were to occur. The Fund 

would come into effect for any COVID related suspension or abandonment of any 

production, not just when Government imposes a lockdown nationally or regionally. 

1.3 As public health is a devolved matter, the Scottish Government have responsibility for 

COVID-19 guidance and legislation in Scotland. This has caused some confusion for our 

Scottish members. For example, DCMS recently confirmed to Pact that independent 

producers who are filming or working for programmes commissioned by the PSBs in 

England are able to use hotels and other rented accommodation as workers in a critical 

sector. We are following up this specific example with the devolved Nations; however, 

inconsistencies could prevent the Scottish sector in returning to work at the same pace 

as producers based in England. We do not want the Scottish sector to fall behind 

because of these inconsistencies.  

1.4 The longer the crisis continues the more substantial the financial impact will be on 

producers, and the UK PSBs. The PSBs are central to the production and broadcasting 

ecology, and many production companies based in Scotland are solely reliant on the 

PSBs for commissions. The current crisis has financially impacted all the PSBs, in 

particular the commercial PSBs who are experiencing a drop in revenue due to the 

current decline of the advertising market. Channel 4 recently announced an £150m cut to 

their programme budget, and Channel 5 have also announced at 10% cut in their 

programme budget. The UK PSBs need additional support from the Government if they 

are to survive the current crisis. Pact does not want to see any of the PSBs close down 

as a result of the current crisis.  

Immediate Impact of COVID-19 on the sector 

2.1 The production shutdown at the beginning of the COVID pandemic meant that many 

newly commissioned programmes that were due to begin filming, or were close to 

completion, have been either cancelled or postponed. We surveyed our members at 

the start of the pandemic about the financial impact the pandemic has had on their 

business. This survey found that as a result of the shutdown, producers lost more 

than £250m because of cancelled or postponed productions. This is an average of 

£2.6m per producer. Although the sector is in a strong position, no sector can 

withstand this sort of immediate loss in revenue. 21% of respondents to Pact’s April 
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survey said they had either no reserves or expected them to last for a maximum of 

two months. Overall, 61% of respondents survey said they expect their reserves to 

last for a maximum of six months.3  

2.2 It is a positive sign that the PSBs are still commissioning content however, these are 

likely to be at a lower tariff than usual due to the financial pressures the broadcasters 

are experiencing. There have been very few, if any, large-scale high-end 

commissions. Which is worrying as its often these productions that stimulate inward 

investment in region which helps fuel growth of the sector. The majority of the newly 

commissioned content is smaller scale factual programmes, which can be produced 

with social distancing in place and produced via non-traditional methods for example, 

Jamie: Keep Cooking and Carry On, which was filmed in Jamie Oliver’s kitchen using 

his phone to film. Broadcasters very rarely fully fund productions meaning that 

producers have to find funding from a range of different sources. The financing 

models for productions is complex and if broadcasters are beginning to pay lower 

tariffs, producers will now have to work even harder to find the necessary funding to 

produce a programme. This issue is made more complex as international production 

and broadcasters are impacted. Producers often make a profit not from production 

itself, but the international or secondary sales of the production. With international 

and domestic broadcasters all experiencing financial pressure, it’s likely that 

revenues from international and secondary sales will be hit by the current crisis.  

2.3 The UK programme supply market is large and highly diverse; with production 

companies varying in size, what genre of content they produce and who they 

produce for. A substantial amount of companies are solely reliant on commissions 

from the PSBs as their main source of income, whereas some produce for domestic 

broadcasters, international broadcasters and global SVODs. No one production 

company is the same, which is what makes the UK production sector so successful 

both domestically and internationally. While the whole production sector is under 

threat from COVID-19; it’s the smaller producers, many of whom are based in the 

Nations and Regions, who are facing the greatest threat. Smaller production 

companies are also less likely to have a substantial amount of reserves, if any at all. 

Those without substantial reserves have had to rely on the various Government 

support schemes. However, many small businesses have been reluctant to use the 

Government’s loan schemes due to their low operating margins and the future 

uncertainty of the sector. Many producers do not know when they will be able to 

repay the loans, or if they will be able to repay them at all. A recent survey of 170 

Pact members found that 75% had not accessed any Government support schemes 

and did not intend to. 

2.4 The UK market is relatively small, with the five main PSBs being the main 

commissioners of content and source of revenue for many production companies. 

International revenue is a key area of growth, with international revenue growing 20% 

to £962m in 2018.4 This growth is likely to decline the longer it takes producers to 

                                                 
3 Pact member survey on the impact of the COVID-19 pandemic, 17 April 2020 

 
4 Pact Census Independent Production Sector Financial Census and Survey 2019, by Oliver & Ohlbaum 
Associates Limited 
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return to shooting. Currently many of our members who have large back catalogues 

of content will still be able to continue to do business in the short term by selling to 

international buyers looking to acquire content to fill missing live schedules.  

2.5 To help ease the financial pressure on producers and their cash reserves, the 

Government should consider re-appraising the R&D tax credit to allow companies in 

the creative industries to qualify for the relief. This would give companies a financial 

incentive to begin investing in R&D of ideas, which would help to mitigate any 

potential lag in production once producers can return to work. The Government could 

also investigate new forms of tax reliefs to help the industry recover following the 

pandemic. For example, some form of export tax relief. This would incentivise 

businesses to begin trading internationally again once the pandemic is over and 

markets begin to open up again. Given the success of the industry and the role it 

plays in promoting the UK’s soft power brand overseas, the Government should 

ensure that the independent production sector is supported as much as possible 

Insurance  

3.1 Insurance is the key barrier to producers physically being able to begin filming again. At 

the end of May, Pact surveyed our members to understand the barriers and associated 

costs independent producers are facing in restarting production. 89% of respondents 

highlighted a lack of insurance cover as the biggest barrier they are facing in restarting 

production. 49% of respondents have found that the cost of insurance has risen, and 

33% cannot get insurance cover. While the Government may have greenlit proposals to 

start production; producers are unable to return to work until the issue of insurance has 

been addressed.  

 

3.2 Pact along with others in the industry recently submitted a proposal to Government 

which outlines a potential short-term solution to the current insurance issue faced by 

producers. The proposed Production Guarantee Fund would cover any potential COVID-

19 related losses with industry also contributing to the loss were it to occur. This would 

come into effect for any COVID related suspension or abandonment of any production, 

which would minimise the risk to producers and broadcasters and instil the confidence 

needed to begin production again. The fund would require between £190m - £580m, with 

the latter figure being the worst-case scenario. However, the benefit to the economy 

hugely outweighs the potential cost to the Government. In helping the production sector 

return to work, this intervention could secure an average of £7 billion per year in 

production spend, save more than 75,000 jobs and over £5 billion of exports. This 

Government backed guarantee would only be available to UK productions, other than 

those which are fully funded by way of inward investment from a studio/SVOD (studios 

and SVODs typically self-insure) and sports.  

 

3.3 Pact understands that the Government are in discussions for a PanRe solution, and we 

strongly support this as a longer term, more permanent solution. However, the sector 

cannot wait for PanRe to be agreed and implemented. There is an immediate need for 

the sector to begin shooting again. If producers are not able to begin shooting, they have 

no business. Pact does not want to see production companies at risk of closure and the 

longer they are unable to film; the more profound the risk is of widespread company 

closures and redundancy. 
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Issues with the Available Government Support  

3.4 Pact is appreciative of the measures the UK Government and Scottish Government have 

put in place to help businesses navigate the COVID pandemic, however not all of the 

Government support schemes have been utilised by those in the production sector. The 

Coronavirus Business Interruption Loan Scheme (CBILS) and other Government backed 

loan schemes such as the Bounce Back Loan are unattractive to many within the 

creative sector and impacts overall corporate financing given that it increases a debt 

burden on SMEs. This means that when an SME within our industry wants to raise 

capital and scale up it will look less attractive to buyers if during the crisis, they had 

applied for a business loan because they will be carrying debts. Larger companies may 

be able to go to the money markets to service this debt, but SMEs will not have this 

option and would be relying on banks who often misunderstand the nature of creative 

industries which are built on ideas/IP rather than physical products. The aversion to the 

loans is evidenced in a recent snap poll we conducted with 170 members which found 

that 75% had not accessed the loan schemes and intended not to use any of the 

Government backed loan schemes. We welcome that the Government has listened to 

Pact and others in the business sector to make these loans more accessible to SMEs - 

for example, there is now no longer a need for a personal capacity guarantee to secure 

the CBILS.  That said, the response of banks has been slow. To make this scheme more 

attractive to creative sector SMEs it is vital that the terms should be more flexible, and 

that serious consideration is given to other ways in which Government can help 

businesses inject capital back into their business as identified above. 

 

3.5 While the support and Funds put in place by Screen Scotland and Creative Scotland are 

welcomed, these Funds are small in size and will only help companies stay afloat for a 

limited amount of time. These Funds do not make up for production companies being 

unable to utilise the UK Government’s loan schemes.  

 

Long-term Impacts on the Sector  

4.1 It is going to be difficult for the sector to re-start if reserves, primarily used for R&D, 

are being relied upon to stay afloat. The coronavirus pandemic has shown that the 

production sector generally operates precariously relying on debt to fund 

programmes with limited amounts being recouped. This means there are limited 

amount of reserves to keep companies afloat especially those in our membership 

that are SMEs. Furthermore, given that the production sector relies predominately on 

UK broadcasting commissions the current impact coronavirus is having on 

advertising revenues will also curtail the opportunities open to our members. We 

know that Channel 4, Channel 5 and Sky are undergoing cuts to their programming 

budgets as a result of the advertising downturn. The Advertising Association has 

reported in its annual report that the record ad spend in 2019 is set to drop by 
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16.7%.5 This drop in advertising revenue has resulted in the following reductions in 

programme budgets: 

 

• In April 2020, total ITV advertising was down 42% impacted by covid-19.6 ITV 

will also be reducing their programme budget by at least £100m in 2020.7  

• A Channel 4 press release dated 8th April 2020 states that the TV ad market 

is set to be down in excess of 50% over April and May. In this press release, 

Channel 4 also announced that they will be reduced their 2020 content 

budget by £150m.8  

• Channel 5 spends around £140m a year on original commissions and is 

believed to be cutting its programme budget by around 10% this year to 

combat the downturn in the ad market.9  

 

4.2 While this reduction in content budgets is cause for concern for all independent 

producers in the UK, Channel 4 spends a large amount in the Nations and regions. In 

2018, Channel 4 spent £14.4m on content from production companies in Scotland.10 

PSBs will need support during the current covid-19 crisis and beyond if they are to 

continue commissioning a high volume of content from Scottish independent 

producers. 

 

4.3 Currently, social distancing is required for productions to begin shooting again. This 

is likely to continue indefinitely until the COVID-19 pandemic has eased. Putting in 

place social distancing measures will require significant additional costs especially 

when talent and crew are required to adhere to new work protocols in order to enable 

safety on set. After consulting with members, it is likely that the new production 

guidelines for the TV production industry will cost an additional 10-20% of increased 

budget costs to ensure the health and safety of productions.11 In addition, as already 

identified it is likely that production companies will need extra reserves in order to 

finance additional costs related to getting production up and running safely. 

 

4.4 The recent announcement on UK border restrictions will also impact production going 

forward if broadcasting is left off any exemption list that is being planned. If talent 

need to self-isolate for two weeks before being admitted onto a set this will impede 

productions from accessing talent quickly and ultimately getting UK and inward 

investment for productions up and running. Talent such as actors, writers and 

directors often help determine the value of a production and if high value individuals 

are prevented from easily accessing the UK it will have a knock on effect on a 

production company’s ability to secure a commission, or to find the necessary 

financing for a programme. Key talent is one of the factors distributers within the film 

and TV production industry use to value content. 

 

                                                 
5 Advertising Association and WARC Expenditure Report 2020 
6 ITV Trading notice, May 2020 
7 IBID 
8 Channel 4 press release, April 2020 
9 Broadcast article, 24th April 2020 
10 Channel 4 Annual Report 2018, Channel 4, p 118 
11 Based on consultation with over 100 members 

https://otp.tools.investis.com/clients/uk/itv/rns/regulatory-story.aspx?cid=2140&newsid=1389788
https://otp.tools.investis.com/clients/uk/itv/rns/regulatory-story.aspx?cid=2140&newsid=1389788
https://www.channel4.com/press/news/channel-4-sets-out-financial-plan-navigate-organisation-through-impact-covid-19-crisis
https://www.channel4.com/press/news/channel-4-sets-out-financial-plan-navigate-organisation-through-impact-covid-19-crisis
https://www.broadcastnow.co.uk/channel-5/channel-5-cuts-budget-by-10/5149301.article
https://www.broadcastnow.co.uk/channel-5/channel-5-cuts-budget-by-10/5149301.article


REF NO. CTEEA/S5/20/C19/57 

Future Issues  

3.6 During the last recession broadcasters used the crisis as a way to extract more 

unfavourable terms from production companies and Pact is conscious that needs to be 

avoided if the sustainability of the sector is to continue, particularly those in the nations 

and regions. Furthermore, broadcasters were also wary of commissioning risky ventures 

and became more reliant on safe content and more specifically content that would return 

more IP to the broadcaster. We will want to avoid any moves that look to curtail the 

diversity of ideas and supply. In terms of differences the very fact that the liabilities of 

productions are currently impossible to cover by producers is the main significant 

difference between this crisis and the last economic recession of 2008 – if not resolved it 

is set to decimate the industry. 

 

3.7 There is also a risk of diverse voices being excluded in the sector post COVID-19. Within 

the UK production sector active support and extended Government lending to the PSB 

broadcasters if needed, will be vital for those smaller businesses whose main income is 

derived from UK broadcasting commissions. Many companies in the Nations and regions 

benefit from quota systems to access opportunities from PSB broadcasters, and Pact 

wants to ensure that the Scottish sector continues to see the benefits.  

 

3.8 Given the reduction in advertising revenue that UK commercial broadcasters are facing it 

is likely that this will have a disproportionate impact on those production companies 

based in the nations and regions. Production companies based in the nations and 

regions tend to rely more heavily on the UK broadcasters for commissions as these tend 

to commission domestic factual programming and are the kind of production companies 

that do not necessarily have large back catalogues to rely on. Approximately 40% of first-

run originations on the five main PSB channels are made outside of London. With the 

BBC spending £509m; ITV spend £241m; Channel 4 spend £174m; and Channel 5 

spend £17m.12 

 

 

 

                                                 
12 Regionality trends, A report for Ofcom, Oliver and Ohlbaum, 2018 

https://www.ofcom.org.uk/__data/assets/pdf_file/0017/130706/Oliver-and-Ohlbaum-regionality-trends-within-the-UK-production-sector.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0017/130706/Oliver-and-Ohlbaum-regionality-trends-within-the-UK-production-sector.pdf

