
 

PART 4 - PRODUCT PLACEMENT 
 

 Position 

. Product placement – payment to a broadcaster or producer to feature products in a 

ious advertising, advertising which uses subliminal techniques 
and any sponsorship which affects the editorial independence of the broadcaster in 
relation to programme content or scheduling.  

. Similarly, in the United Kingdom, there has, since the start of commercial broadcasting 

able as such and 
recognisably separate from the rest of the programme and inserted only at the 
beginning or end of programmes or in clearly signalled breaks in them.   

. The UK and most other Member States have regarded the requirements of the TVWF 

t placement in television 
programmes produced or commissioned by broadcasters within their jurisdiction.       
 

ve had 
national rules which permit some forms of product placement. 

“provides that advertising …. must be kept quite separate from other parts of the 

U 

television programmes.  The Code requires that “broadcasters must maintain the 

 programme elements of a service are kept 
separate” and that “no undue prominence may be given in any programme to a 

 
. 

. The Code states that “product placement is prohibited” (Rule 10.5).  It goes on to 
uct placement as: 

                                               

 
Current
 
1

programme – is one of the more controversial practices in broadcasting.  The TVWF 
Directive, which first came into force in 1989, had no specific ban on the practice.  
However, the Directive did require a clear separation of advertising from programmes 
and prohibited surreptit

 
2

under the Television Act 1954, been a requirement for advertisements (i.e. paid-for 
commercial messages of any kind) to be clearly distinguish

 
3

Directive as amounting to a de facto prohibition on product placement in television 
broadcasting, and have continued to prohibit produc

4. However, not all EU Member States have taken this approach.  One or two ha

 
5. In a 2004 ‘interpretative communication’ on advertising, the European Commission 

observed that Article 10(1) of the TVWF Directive 
 

programme service” and that “programmes which fail to observe this so-called principle 
of separation between advertising and editorial content are prohibited”10. 

 
6. In the UK, it is Ofcom’s Broadcasting Code which currently implements these E

provisions, by setting out rules governing the inclusion of products and services in 

independence of editorial control over programmes” (Rule 10.1), that “broadcasters 
must ensure that the advertising and

product or service” (Rule 10.4).  
 

7. The latter is of particular practical value because it is easier to see from a programme 
whether a product is “unduly prominent” than to be able to demonstrate that money
has changed hands to secure the inclusion of a product in a programme

 
8

define prod
 

   
 Commission interpretative communication on certain aspects of the provisions on televised advertising in the 

‘Television without frontiers’ Directive (2004/C 102/02), paragraph 19 

10
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“the inclusion of, or a reference to, a product or service within a programme in return for 
payment or other valuable consideration to the programme maker or broadcaster (or any 
representative or associate of either).” 

ationale
 
R  

9. 
he 

 
rly 

ey are being “sold to”; 
 

sters is the 

 
Prop 

 
The policy behind the prohibition of product placement is based on a number of 
principles which are sometimes seen as distinguishing the “European” approach to t
regulation of broadcasting from a purely commercial approach: 

• that programmes and paid-for commercial messages should be separate and clea
distinguished, so that viewers know when th

• that those licensed to broadcast are permitted to advertise to the public principally 
in order to fund entertaining and informative programmes (especially when the 
public resource of terrestrial spectrum is used) rather than vice versa; 

 
• that audiences are better served if the principal incentive for broadca

production of attractive programmes, in the breaks of which they can sell 
advertising slots, rather than making editorial decisions based principally on the 
advertiser’s wishes to include their products.  

placement; product placement in films and in non-UK television programming 
 
10. Ofcom’s Code exempts from the definition of product placement   

 
uced 
.        

 
12. 

ms to 

 
 

 
 

asis of 

 the 
cerned may be pixellated or otherwise edited. 

14. Ofcom’s Broadcasting Code is available at www.ofcom.org.uk/tv/ifi/codes/bcode

 
“references to products or services acquired at no, or less than full, cost, where their 
inclusion within the programme is justified editorially”; and 
 
“the inclusion of products or services in a programme acquired from outside the UK and 
films made for cinema provided that no broadcaster regulated by Ofcom and involved in 
the broadcast of that programme or film directly benefits from the arrangement”. 

 
11. The first of these exemptions is known as ‘prop placement’.  Prop placement is the loan 

or provision of clothing, cars or other pieces of equipment to broadcasters at a red
price or free of charge.  It can also involve the offer of services, such as hairdressing

The effect of Ofcom’s Code is that prop placement is permitted in all television 
programming, provided that its inclusion is justified editorially and that it confor
the rules on editorial independence and avoiding undue prominence.   

O13. fcom’s Code also means that UK television broadcasters are able to show cinema 
films and non-UK television programmes which contain product placement.  There are
numerous examples of this.  This is recognisably a compromise, but the rationale is not
merely practical: broadcasters will have acquired the programme on the b
audience appeal, rather than because they have been paid by an advertiser, and the 
commercial element must still avoid “undue prominence”.  In some cases therefore
product or brand reference con

 
. 
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Video-on-demand 

Until the AVMS Directive is implement
 
15. ed, there are no restrictions in the EU or the UK 

on product placement in video-on-demand services.  In the UK, this has been the case 
since 2003, as prior to that video-on-demand was regulated as broadcasting. 

Wha
 

6. The AVMS Directive defines product placement in Article 1(m) as a form of audiovisual 

 
the inclusion of, or reference to, a product or service in a programme in return for 

 
17. It d ting the 

rovision of products and services free of charge or at less than full cost as product 

 
18. The

Dir
summary: 

 films, 
ot in  

ng the 

 

9. The rules governing content standards for audiovisual commercial communications in 
Article 3e of the AVMS Directive also apply to product placement.  In addition to the 

only 
 
 

t the Directive requires 

1
commercial communication which consists of 

“
payment or similar consideration”.  

oes not separately define prop placement, but Recital 61 points to trea
p
placement only when the product or service concerned is of “significant value”. 

 specific provisions relating to product placement are set out in Article 3g of the 
ective and would apply to all programmes produced after 19 December 2009.  In 

 
i. Member States must implement a general prohibition on product placement; 
 
ii. Member States may then decide to permit product placement in feature

television films and series, sports and light entertainment programmes, but n
any programmes which are made for children; 

 
iii. Member States may also decide to permit prop placement in all types of 

programme (including children’s programmes); 
 
iv. programmes containing product placement must conform to the rules relating to 

editorial independence and undue prominence, and may not directly encourage 
purchase or rental of goods or services; 

 
v. viewers must be informed of the presence of product placement in a programme 

at the start and end of the programme and after any advertising break duri
programme; 

 
vi. Member States may choose to waive this notification requirement for feature 

films and for programmes which have not been produced by the media service
provider concerned or a company affiliated to it; 

 
vii. product placement for cigarettes and other tobacco products, or from companies 

whose principal activity is the manufacture or sale of cigarettes and other 
tobacco products is prohibited; and 

 
viii. product placement for medical products and treatments available only on 

prescription is prohibited. 
 
1
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restrictions in Article 3g, this imposes additional requirements in relation to human 
dignity and behaviour, discrimination, and protection of minors.  In particular, it 

he form of prohibition 

0. Because of the way in which Article 3g of the Directive is structured, Member States 

 genres of programme if they wish.   
 

21.  or 
ulators’ codes, such as the current prohibition in 

Ofcom’s Broadcasting Code, may not necessarily be sufficient to reflect the Directive’s 

22. 

 
23. on broadcasting services, this would mean relying on the existing, or an 

amended, prohibition in Ofcom’s Broadcasting Code.  For on-demand services, it would 
-

emand services. This might be an option if the UK decided to take advantage of the 

prope
prohi

 
Optio - me 
genres spe
 
24. 

place
servic me types in which the Directive permits 

roduct placement (that is ‘cinematographic works, films and series made for audiovisual 

speci
 

25.  would be for Ofcom and the co-regulator for video-on-demand services to establish 

advan
adver lacement of foods high in fat, 
alt or sugar in programmes of particular appeal to children, as well as programmes 

 
Option 3 - t in all types of programming 
 
26. own in 

television broadcasting and video-on-demand services. 

 

requires that any product placement of alcoholic drinks must not be aimed specifically 
at minors and must not encourage immoderate consumption. 
 

 
T
 
2

must implement a prohibition on product placement, but can then, by way of 
derogation, allow product placement in certain

The Government’s view is that the initial prohibition will require legislation.  Full
partial prohibition in industry or reg

direct and express prohibition of product placement. 
 
There are three basic options. 

 
Option 1 – no legislation 

For televisi

mean relying on a similar prohibition in the relevant Code of the co-regulator for on
d
liberalisation allowed by the Directive, but, as indicated above, may not be sufficient 

rly to implement the Directive ban and would not secure any continued 
bition on product placement. 

n 2 legislate to prohibit product placement except in some or all of the program
cifically permitted by the AVMS Directive 

The legislation would place a specific prohibition in UK law on the inclusion of product 
ment in programming shown in television broadcasting or video-on-demand 
es, except for some or all of the program

p
media services, sports programmes and light entertainment programmes’).  It would also 

fy that children’s programmes must not contain product placement. 

It
more detailed rules, after consultation, and to determine whether or not to take full 

tage of the derogations.  For example, it would be consistent with Ofcom’s 
tising rules for it to continue to prohibit product p

s
made specifically for children. 

legislate to prohibit product placemen

The legislation would prohibit product placement in all types of programming sh
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The d
 
27. 

lacement in 
rogrammes acquired especially from the United States, and are capable of recognising 

when they are being sold to. 

8. As noted at paragraph 13 above, allowing such placement is recognised as a 
s 

 
ise their guard: that will differ across the population. 

29. m 

tified by the editorial context. 
 

e from product placement will help broadcasting, 
including commercial public service broadcasting, to compete more effectively with 

rtainment at a time of increasing competition for people’s 
attention and for advertising revenues.  This was the principal reason cited by the 

 
31. 

r 

, Ofcom 
vision product placement in the USA to be worth 

$1.87 billion in 2004 and due to grow by 30% in 2005. On the other hand the US 
s 

ved, 

ntegrity and 
aintain the prohibition against undue prominence.  Furthermore, UK audiences would 

 
33. t 

st 
re 4,349 product placement occurrences, and 3,291 in 

the first three months of 2008 alone.  The Federal Communications Commission is 
viewers about 

who has paid for their products to be featured. 

                                               

ebate about product placement 

Three main arguments have been put forward in support of allowing product 
placement.  First, it is argued that viewers are used to product p
p

 
2

compromise, but crucially protects the editorial integrity of broadcasters (programme
are acquired on the basis of audience appeal) and products cannot be unduly 
prominent.  Audiences may or may not be able to distinguish product placement and
ra
 
Secondly, it has been argued that allowing product placement would add to the realis
of television, since we are surrounded by branded products.  However, the Ofcom Code 
already allows the inclusion of branded products if jus

30. Thirdly, it is argued that incom

other forms of ente

European Commission when bringing forward its proposals.   

There have also been suggestions that international brands may seek to circumvent 
European restrictions by placing their products in US programmes, benefiting US rathe
than European programme-makers.  Very significant levels of potential income have 
been quoted: in a consultation document on product placement issued in 2005
noted that PQ Media estimated tele

figure remained small compared with traditional television advertising spot revenue
there (about 3.3% of spot revenues)11. 

 
32. Ofcom’s analysis suggested that in the UK income of some £25-35 million a year after 

5 years might be achievable; if US levels of 3.3% of spot advertising could be achie
there would be potential to reach £120-125 million (at end 2005 prices).  But these 
figures are likely to be overstated, given the limitations which were introduced into the 
Directive on the genres in which products could be placed, entirely excluding children’s 
programmes, and the addition of conditions designed to protect editorial i
m
be unlikely to find acceptable significant levels of product placement, certainly in the 
early years of any liberalisation. 

It is also worth noting that there is increasing concern in the US about levels of produc
placement.  There appears to be a significant increase.  It has been reported that in la
season’s American Idol there we

examining the introduction of a requirement for better information for 

 

   
 Product Placement: A consultation on issues related to product placement, Ofcom, December 2005 11

-51- 



 

34. The key issue therefore is whether the comparatively modest additional income which 
is forecast, at least in the short term, would justify abandoning the long-held principles 

 
35. 

 the trust audiences have been able to have in 
broadcasters.  This has been challenged by recent abuses of premium rate telephone 

ce trust 

 
36.  

grammes not specifically 
efined as “children’s” (and thus subject to the Directive’s prohibition on product 

 
 

referred Option 

37. o 

 
38. wer and consumer 

confidence in the integrity of television and video-on-demand programming and to 
n 

 
39. 

re 

ment, but consumer and viewer groups were 
strongly opposed.  Ofcom also noted that the ‘predicted economic benefits’ of product 

 
40. 

 
42. o other options if there are strong 

arguments that the concerns can be met.  The questions about product placement 
at the end of this chapter seek information about specific aspects of the issue, and 

                                                 

of European and UK broadcasting.   

An important element of the success of broadcasting in the UK, and especially of public 
service broadcasting, has been

charging and there must be a priority now for broadcasters to re-build audien
in their integrity and maintain their distinctiveness from other media. 

There is also more general concern about the impact of commercialisation on children
and young people, who would be likely to see many pro
d
placement). 

P
 

Subject to this consultation, the Government’s initial preference is for Option 3 – t
legislate to prohibit product placement in all types of programming. 

The Government’s central intention is to ensure continued vie

maintain a reasonable distinction between editorial and commercial material.  Optio
3 seems best suited to deliver that. 

Allowing product placement in the UK would risk damaging viewer and consumer 
confidence in the integrity of UK-produced programming.  Following its 2005-6 
consultation, Ofcom concluded that product placement was an issue on which the
was no consensus.  Commercial broadcasters and advertisers generally favoured a 
controlled introduction of product place

placement ‘appear to remain modest’12. 

In the Government’s view the same considerations also apply to video-on-demand 
programming.  It is important that consumers and viewers can continue to rely on the 
integrity of video-on-demand programmes, especially since much of the programming 
which appears on UK video-on-demand services also appears on television.  In practice, 
there is very little differentiation in content between the two types of service despite 
the fact that in the UK, since 2003, product placement has not been prohibited in 
video-on-demand services. 

 
41. The Government’s initial view, therefore, is that it is right to continue so far as 

possible to prohibit product placement on television in the United Kingdom, not to 
take advantage of the permitted derogations, and that the UK’s rules in this area 
should apply equally to television and video-on-demand.  

The Government nevertheless remains open t

 
12 Product Placement: summary of responses to consultation on issues relating to product placement, Ofcom, 
October 2006 
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this consultation as a whole provides an opportunity for you to express your views 
about the role which product placement should have in UK television and video-on-
demand and about the advantages and disadvantages which might be associated 
with it. 

43. made in 

 
rop placement; product placement in films and in non-UK television programming 

44. reat 
w 

• programmes (of any kind) containing prop placement;  
• cinema films containing product placement; and 

 programmes made outside the UK which contain product placement.  

involved in a 
e 

46. 
ermitted categories of ‘cinematographic works, 

been 

47. 

G

 
The Government will give detailed consideration to all the points that are 
response to this consultation before reaching a decision. 
 

P
 

Under any of the three options above, the Government must also decide how to t
the ability which television broadcasters currently have under Ofcom’s Code to sho
 

• television
 

45. The AVMS Directive imposes some restraints in this area.  It requires the UK, like every 
other Member State, to set a ‘significant value’ for the goods or services 
prop placement.  Above that ‘significant value’ the goods or services involved fall to b
treated as product placement. 
 
The Directive also requires an absolute prohibition on product placement in any 
programme which falls outside the p
films and series made for audiovisual media services, sports programmes and light 
entertainment programmes’ – even if the programme in question is one which has 
made outside the UK.  
 
This means that the Government must prohibit product placement in children’s 
programmes and in news programmes, even if these have been bought from outside 
the UK. 

 
The overnment’s view 

 
The Government wishes to preserve the existing UK position, in as far as is possible, in 
relation both to prop placement and to product placement in cinema films and non-UK 
programming.  That means that both prop and product placement would continue to 
be permitted for both television and video-on-demand programmes, subject to 
avoiding undue prominence. 

48. 

 
hich the Directive sets 

‘Sign

 
49. The AVMS Directive however means that there must be a threshold of ‘significant 

value’ for the goods or services involved in prop placement, above which the UK will 
have to apply the rules set out in the Directive.  The UK rules will be able to allow prop 
placements above the ‘significant value’, but must ensure that they are subject to the
rules about permissible genres, notifying viewers, and so on w
out (see paragraphs 18 and 19).   

 
ificant value’ 

 
50. The ‘significant value’ for prop placement purposes does not necessarily have to 

ee represent the retail or wholesale cost of a particular item which has been provided fr
of charge.  The Government’s view is that it should represent the value to the 
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broadcaster or programme-maker. For example, in the case of a car loaned for the 
production of a television programme it might represent the hire cost for the period.  
 
In Austri51. a, the authorities have a set benchmark of �1,000 (approximately £800) as the 
dividing line between prop placement and product placement.  The Government would 

rnative approaches might 
e better. 

d to 
the overall cost of the production and which therefore varied from one programme to 

 
53.  would also be helpful to have views as to whether any relevant amount should be 

e r it to be set in guidance by 
c overnment takes the view that 

be interested in views as to whether a specific amount should similarly apply in the UK 
and, if so, at what level it should be set; and on whether alte
b

 
52. One alternative approach, for example, might be to apply a value which was relate

another. 

It
sp cified in legislation, or whether it would be preferable fo
Of om and the video-on-demand co-regulator.  The G
the latter would provide a more flexible arrangement and would be preferable.      
 

Signalling of product placement 
 
The Directive sets out detailed rules about the signalling of product placement to 
viewers.  Article 3g requires that 

54. 

 
 start 

 in 

55. 
 value’ , or to ‘bought-in’ programmes which have not been 

r any 
 

rements in the Directive are somewhat prescriptive, they leave 

e 

58. 

s view suitable for legislation.   However, the Government would 

“programmes containing product placement shall be appropriately identified at the
and end of the programme, and when a programme resumes after an advertising break,
order to avoid any confusion on the part of the viewer”. 
 
This requirement does not apply to programmes containing only prop placement which 
is below the ‘significant
produced or commissioned by the media service provider who is showing them o
of its affiliates.   But it does apply to programmes containing prop placement which is
above the ‘specified value’.  It would also apply to genuine product placement if – 
under Option 2 above – it were to be permitted in the UK. 
 

56. Although the requi
Member States a significant amount of discretion to set their own rules.  The UK will 
need to decide what an ‘appropriate’ identification would be.  Should it for example be 
a generalised announcement, such as ‘this programme contains product placement’, or 
something more specific?  Should it name products (which might in itself be 
promotional)?  Should it appear on its own screen or be superimposed?  The 
Government would welcome views on this issue. 
 

57. The UK will also need to decide how to treat the concession in the Directive about th
signalling of product placement in ‘bought-in’ programming.  There may in particular 
need to be rules of some kind about who counts as an ‘affiliate’. 
 
The Government proposes that power of decision on these matters should rest with 
Ofcom and the video-on-demand co-regulator.  Issues of this kind are not in the 
Government’
welcome views on this. 
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QUESTIONS 

26.

27. y such legal prohibition allow for Ofcom and the co-regulator of 
video-on-demand services to permit product placement in some or all of the 

 
28. What advantage would there be in permitting product placement in any or all 

 
29.

Directive? 

30. How could “undue prominence” be avoided, given the commercial imperatives 

 
31. Should the same rules apply to both television broadcasting and on-demand 

 
32.

 
.

 
34.

s 

 
. t 

 
36. ired 

nd 
ctice? 

 
.

 
38. gislation or by 

Ofcom (for television broadcasting) and the video-on-demand co-regulator? 

The
pot
five impact and competition assessment related questions at the end of the list of 
questions in Part 6. 

 
 Should product placement be prohibited by law?  Please explain the reasoning 

behind your preference. 
 

 Should an

programme genres specified by the AVMS Directive (feature films, television 
films and series, sports and light entertainment programmes)?  

of the specified genres?  If so, which genre(s), when and why? 

 If product placement were permitted, how could audiences and regulators be 
assured that editorial integrity had been preserved, as required by the 

 
 

for audiences to recognise the products placed? 

audiovisual media services?  If not, how should they differ and why? 

 Should prop placement continue to be permitted? 

33  Should there be a specific set value above which prop placement is subject to 
the Directive’s rules on product placement?  If so, what should it be? 

 What other ways are there of ensuring that the UK meets the Directive’s 
requirement that prop placement above a ‘significant value’ must be treated a
product placement?  Which test is best and why? 

35  If there is to be a set value for this purpose, should it be set by the Governmen
in legislation, or by Ofcom (for television broadcasting) and the video-on-
demand co-regulator? 

 Should product placement continue to be permitted in programmes acqu
from outside the UK and in films made for the cinema?  If not, why not a
how could such a ban be made effective in pra

37  How should product placement be signalled to viewers? 

 Should the rules on signalling be set by the Government in le

 
 Government would also welcome information from respondents about the 
ential impact of the options for product and prop placement in response to the 
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Summary: Intervention & Options 
Dep t /Agency: artmen Title: 
DCMS Impact Assessment of legislative options for 

implementing the EU AVMS Directive - product 
placement  

Stage: Consultation Version: 1.0 Date: July 2008 

Related Publications:       

Available to view or download at: 
http://www.culture.gov.uk 

Contact for enquiries: Natasha Pavey Telephone: 020 7211 6398    
What is the problem under consideration? Why is government intervention necessary? 
The EU Audiovisual Media Services Directive (AVMS) changes EU law on product placement in EU-
made TV programming.  Member States must prohibit it in general terms, but may permit it in certain 
types of programme, subject to safeguards.  In the UK, Ofcom's Code already prohibits product 
placement, but the Government must legislate to ensure compliance with the Directive.   

 
What are the policy objectives and the intended effects? 
The aim is to retain the current UK position in which a) television companies and their affiliates cannot 
benefit from product placement deals with advertisers; but b) they may show films and non-UK 
programmes with product placement in; and c) they can show programmes which contain prop 
placement.  This will avoid damaging consumer and viewer confidence in the integrity of home-
produced programmes, while allowing UK television and video-on-demand companies to continue to 
show the many non-UK programmes which contain product placement and to benefit from controlled 
provision of props.           

 
 What policy options have been considered? Please justify any preferred option. 
The Government has considered three options.  These are 1) continued prohibition without legislation; 
2) legislate to prohibit product placement in all programme categories; 3) legislate to allow product 
placement in all the programme categories permitted by the Directive but prohibit it in all other cases.  
The Government has a preference for option 2, as it is the only one that can ensure continued viewer 
confidence in the integrity of UK television and video-on-demand programming.   

 
When will the policy be reviewed to establish the actual costs and benefits and the achievement of the 
desired effects?  
2011 

 
Ministerial Sign-off For  consultation stage Impact Assessments: 

I have read the Impact Assessment and I am satisfied that, given the available 
evidence, it represents a reasonable view of the likely costs, benefits and impact of 
the leading options. 

Signed by the responsible Minister:  
      
Andy Burnham .....................................................................................Date: July 2008 
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Summary: Analysis & Evidence 
Policy Option:  3 Descripti ohibit product placement in all UK-made programming on:  Pr

 
ANNUAL COSTS 

One-off (Transition) Yrs 

£           

Average Annual Cost 

d scale of key monetised costs by ‘main  
ps’ If the prohibition o ent is 
roadcasters and video-on-demand providers will be 

unable to develop and benefit from a new revenue stream.  
However, the amount of revenue which is likely to be foregone is 
unclear and seems likely to be relatively small. 

Description an
affected grou
maintained, b

(excluding one-off) 

n product placem

£        Total Cost (PV) £       C
O

ST
S 

ed groups’ If th
r time make it 

Other key non-monetised costs by ‘main affect e prohibition on product 
placement in UK-made programming is maintained, the foregone revenue might ove
more difficult for programme-makers to maintain the quality and diversity of programming which 
viewers expect.   

 
ANNUAL BENEFITS 

One-off Yrs 

£           

Average Annual Benefit 
(excluding one-off) 

nt is 
maintained, broadcasters and video-on-demand providers who are 
more reliant on bought-in programming will not lose revenue from 
any diversion of revenues from spot advertising to product 
placement. 

Description and scale of key monetised benefits by ‘main  
affected groups’ If the prohibition on product placeme

£        Total Benefit (PV) £       B
EN

EF
IT

S 

ity and 
Other key non-monetised benefits by ‘main affected groups’ If the prohibition on product 
placement in UK-made programming is maintained, there will be no risk of programme qual
the separation of advertising and editorial content being compromised by the inclusion of 
advertising in the form of product placement within programmes.  

 
Key Assumptions/Sensitivities/Risks       

 
Price Base 
Year      

Time Period 
Years     

Net Benefit Range (NPV) 
£       

NET BENEFIT (NPV Best estimate) 

£       
 
What is the geographic coverage of the policy/option? UK  
On what date will the policy be implemented? December 2009 
Which organisation(s) will enforce the policy? Ofcom 
What is the total annual cost of enforcement for these organisations? £       
Does enforcement comply with Hampton principles? Yes 
Will implementation go beyond minimum EU requirements? No 
What is the value of the proposed offsetting measure per year? £       
What is the value of changes in greenhouse gas emissions? £       
Will the proposal have a significant impact on competition? No 
Ann
(exclu

ual cost (£-£) per organisation 
ding one-off) 

Micro 
      

Small 
      

Medium 
      

Large 
      

Are any of these organisations exempt? No No N/A N/A  
e (2005 Prices) (Increase - Decrease) Impact on Admin Burdens Baselin

Increase of        Decrease of £       Net Impact £       £ 
Key: Annual costs and benefits: Constant Prices  (Net) Present Value 
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Ev s) idence Base (for summary sheet
 
[Use this sp ecommende
detailed narrative from which you have generated your policy options or proposal.  Ensure that the 

formation is organised in such a way as to explain clearly the summary information on the preceding 
pages of th
 
 
Back

ace (with a r d maximum of 30 pages) to set out the evidence, analysis and 

in
is form.] 

ground 
 
T p advert e the advent of 
commercial television in the UK in 1955. It was most recently reiterated in Ofcom’s Broadcasting Code 
o a hich in turn re lected the requirements of the TVWF Directive in this respect.  The 
Direc  facto 
prohi
progr
 

owe elevision revenues no longer rely solely on “spot” advertising.  Other sources of 
revenue include sponsorship and interactive services, and programme costs may also be mitigated 
through t rop p er of 
provi mmercial telev b
servic evenues are w s  
to maintain their revenues and de el
 
 
Television broadcasting

he 

f M

rinciple of separation of ising and editorial content has been present sinc

y 2005, w f
tive has, in the UK and most other EU Member States, been interpreted as imposing a de
bition on product placement (but not on prop placement, when there is no payment to the 
amme-maker for including a product or service in a programme). 

ver, commercial tH

he controlled use of p lacement.  In a competitive environment, with a large numb
roadcasting services, and increasing competition from on-demand 
pread.  Commercial broadcasters are engaged in a constant struggle
op new sources of revenue. 

ders of co ision 
es, these r idely 

v

 
 
Ofco
wher  
abou rs) in 

004 ther media spending (over 30% 
across the film, television and other media sectors), but product placement still only accounted for 1% 
of total US advertising spending ($2  
 
The latest US industry marketing forecasts indicate product placement growth of over 33% to $2.9 

illion in 2007.  The sector expanded at around an annual compound growth rate of 41% from 2002 to 
2  ex ch  of 25%) i

ective noted that product 
placement “could generate substantial additional resources for the audiovisual value chain, starting from 
l  amount to �500 million“, although no geographical 
a
 
S  sponsor erate 
r d 2004 sponsorship revenu ew from £51 
m  sponsorship repre
t .  Spot advertis es were 
a  responsible fo n. 
 
S latively small.  However, as Ofcom noted 
in its 2005 consultation document, sponsorship (and p ally pro lacem s off
additional flexibility to advertisers in attempting to communicate with viewers and so helps to retain 
a l television secto

 

m consulted on product placement in 2005-6.  The consultation document13 noted that, in the USA 
e product placement is not prohibited but on-screen disclosure is required, television accounted for
t 55% of all product placement revenues (across the film, television and other media secto
.  Moreover, product placement revenue was growing faster than o2

billion out of a total of $161 billion).

b
007 and was pected to rea n 200914. $3.5 billion (a growth rate

 
The European Commission’s own impact assessment for the AVMS Dir

inear providers“, and that “such resources could
rea or time period is given15. 

ponsorship was first allowed in the UK in 1988 but it took 10 years for ship to gen
evenues of £50 million per annum.  Between 1998 an es gr
illion to £114 million (in real terms at 2004 prices).  By 2004 sented about 3% of 

otal commercial television advertising and sponsorship revenues
round £3.5 billion of which commercial terrestrial television was

ing revenu
r £2.8 billio

o while not insignificant, sponsorship revenues are clearly re
otenti duct p ent) doe er 

dvertising funding within the commercia r. 

                                                 
e ation on p13 ment, Of  20

tai tamford
 Impact Assessment – Draft Audiovisual Media S Di mm

2005 

 Product Placem
 Branded Enter

nt: A consult
nment Marketing Forecasts 2008-2012

 issues related to roduct place
, PQ Media, S

com, December
, 2008 

05 
14

15 ervices rective, COM(2005)646 final, European Co ission, December 
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On balance Ofcom con roduct placement 

venues might reach £100 million per annum (at 2005 prices).  However, following the experience with 
t, 

n 

ideo-on-demand

cluded that if the US experience were replicated in the UK, p
re
the gradual build up of sponsorship revenues, and assuming some continued regulation of the marke
most observers believed that revenues from product placement would only reach £25 to £35 millio
after around five years. 
 
 
V  

fcom assessed total video-on-demand revenues at £66 million in 2006, although growing rapidly (by 

er 
t 

ith the 
h the projected overall rapid 

rowth in video-on-demand services. 

 
O
50%), with video-on-demand delivered over the internet estimated to be worth £41 million and 
growing at 34%16.  On a pro-rata basis, therefore, potential product placement revenues for video-on-
demand services might eventually be worth £2 million (at 3%) or perhaps one third of that sum aft
five years.  However, the figure is likely to be significantly lower, given the limited amount of conten
which is made specifically for video-on-demand services, although it would clearly grow in line w
growth in such content, which in turn is likely to grow rapidly in line wit
g
 
 
Prop Placement 
 
Prop placement is a small industry in the UK – around 12 companies providing television and film props 
which introduce realism into productions and reduce costs for pro 17ducers .  These companies might be 
dversely affected if product placement replaces prop placement to any significant extent and if those 
eeking to place their products strike deals directly with broadcasters and programme- and film-makers.  

 will be suitable for ‘paid for’ product placement deals.  Moreover, given their 
xperience and knowledge of the market, prop placement companies may be well-placed to act as 

a
s
However, not all products
e
brokers for product placement deals between producers and programme-makers. 
 
 
Competition Assessment 
 
Maintaining the prohibition on product placement has some theoretical implications for competition in 
 “dual regime” world in which imported programmes from outside the UK can contain product 

r 

es are in the genres 
here such placement is concentrated.  In practice, this situation already exists in relation to the 

 to 

significant for at least the first few years. 

 Those 
 are 

g.  
ce more 

-house.  Broadcasters who are more reliant on bought-in programming might also suffer from any 

a
placement.  The revenues from product placement would be captured in producer countries and thei
costs reduced.  However, this could lead to reduced costs for television broadcasters and video-on-
demand providers using such imports and where a high proportion of programm
w
programming from the USA which is carried by UK broadcasters.  If other EU Member States were
permit product placement, the effects would increase.  However, given the relatively modest size of 
product placement revenues, even in the USA, Ofcom concluded18 that in practice such effects could 
reasonably be expected to be in
 
Allowing product placement might also have implications for competition between broadcasters. 
using more UK productions would have greater access to a new source of revenue than those which
more reliant on imported programming.  Ofcom noted that this would be likely to benefit the 
commercial PSB channels more, because they invest significantly more in UK-produced programmin
However, even here, some would benefit more than others because they import less and produ
in
transfer of advertising revenues from traditional spot advertising to product placement.  Again, in view 
of the relatively small amounts of revenue at stake, Ofcom took the view that the impact on 
competition was likely to be negligible. 

                                                  
16 BBC new on-demand proposals –Market Impact Assessment, Ofcom, January 2007 
17 Product Placement consultation document, Ofcom, December 2005 
18 Product Placement consultation document, Ofcom, December 2005 
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Small Firms Impact Assessment 
 
Smaller broadcasters, video-on-demand service providers and programme- and film-makers might 
benefit from the opportunity to develop a new revenue stream if product placement is allowed.  
However, the benefits might be limited if most product placement deals are with the major 

roadcasters, and for those smaller companies that use largely bought-in programming.  Overall, 
ough, the relatively small amounts of revenue which product placement is expected to generate, at 

 years, suggests that any impact on small firms is itself likely to be very small. 

 prop 

b
th
least in the first few
 
As noted above, prop placement companies might be affected by a decision to permit product 
placement in UK-made programming.  However, any loss of business as a result of a decline in the
placement market might be offset by gains if they are able to use their experience and knowledge to 
move into the ‘paid for’ product placement market. 
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Specific Impact Tests: Checklist 
 
Use the table below to demonstrate how broadly you have considered the potential impacts of your 
policy options.   
 
Ensure that the results of any tests that impact on the cost-benefit analysis are contained w
the main evidence base; other results may be annexed. 
 

ithin 

Type of testing undertaken  Results in 
Evidence Base? 

Results 
annexed? 

Competition Assessment Yes No 

Small Firms Impact Test Yes No 

Legal Aid No Yes 

Sustainable Development No Yes 

Carbon Assessment No Yes 

Other Environment No Yes 

Health Impact Assessment No Yes 

Race Equality No Yes 

Disability Equality No Yes 

Gender Equality No Yes 

Human Rights No Yes 

Rural Proofing No Yes 
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Annexes 
 
Legal Aid 
 
There might be an impact on the legal aid budget if any individuals were to seek legal aid in order to 
challenge in the Courts either the implementation arrangements for product placement in the UK or, in 

ue course, a decision of Ofcom in relation to product placement.  However, no challenges are d
anticipated, and the Government expects that all sides will wo  resolve ms or 
disagreements without the need for legal action. 
 
 
S

rk together to  any proble

ustainable Development 
 
There will be no impact on sustainable development from the requirements of the Directive and the 
o ltation document. 
 
 
C

ptions set out in the consu

arbon Assessment 
 
There will be no impact on carbon emissions from the requirements of the Directive and the options set 
o ltation document. 
 
 
Other Environment

ut in the consu

 
 
Product placement is defined in Article 1(m) of the AVMS Directive as a form of ‘audiovisual commercial 
communication’, i.e. advertising.  As such it must comply with the content standards applicable to 
udiovisual commercial communications, which are set out in Article 3e.  These include the requirement 
at such communications shall not encourage behaviour grossly prejudicial to the protection of the 

environment. 
 
 
Health

a
th

 
 
Article 3g of the AVMS Directive explicitly prohibits product placement for 
 

- tobacco products and cigarettes; and 
- medicinal products and medical treatments which are available only on prescription. 

 
In addition, as a form of audiovisual commercial communication, product placement must also comply 
with the requirement at Article 3e.1(f) that alcoholic beverages shall not be aimed specifically at minors 
and shall not encourage immoderate consumption of such beverages. 
 
It should also be noted that the AVMS Directive explicitly prohibits product placement in children’s 
programmes, with the result that the requirement at Article 3e.2 for Member States to encourage media 
service providers to draw up codes of conduct regarding advertising of foods high in fat, salt and sugar 
during children’s programmes becomes redundant in relation to product placement. 
 
 
Race / Disability / Gender Equality 
 
As a form of audiovisual commercial communication, product placement is required by Article 3e of the 
AVMS Directive not to: 
 

- prejudice respect for human dignity; or 
- include or promote any discrimination based on sex, racial or ethnic origin, nationality, religion 

or belief, disability, age or sexual orientation. 

-63- 



 

 
Product placement is also covered by the general requirement at Article 3b that audiovisual media 
ervices must not contain any incitement to hatred based on race, sex, religion or nationality. 

, continuing to allow UK broadcasters and video-on-demand service providers to show 
rogrammes made outside the UK which contain product placement, even if the prohibition on product 

t Asia. 

uman Rights

s
 
In addition
p
placement in UK-made programming is maintained, will allow them to acquire and transmit 
programmes which appeal to particular ethnic and other minority communities and which contain 
product placement, e.g. programmes from Central and South America, Africa and South and Eas
 
 
H  

uman rights from the requirements of the Directive and the options set out 
 the consultation document. 

ural Proofing

 
There will be no impact on h
in
 
 
R  

ct on rural issues from the requirements of the Directive and the options set out in 
e consultation document. 

 
There will be no impa
th
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