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Summary 
 

The licence fee settlement agreed in autumn 2010 is the toughest in the BBC’s history, 

freezing the licence fee for six years. This report by Landman Economics analyses the impact 

of the BBC’s Delivering Quality First (DQF) proposals for reducing the size of the BBC under 

the new funding settlement. The report looks at: 

• The impact of the DQF proposals on the UK economy (in particular the creative 

industries sector); 

• The potential impact of the proposals on the BBC’s ability to deliver its wider public 

purposes as outlined in the BBC charter; 

• Public perceptions of the value for money which the BBC currently offers, and whether 

the public would be prepared to pay more for the BBC than they do currently.  

The economic impact of DQF 

This report uses estimates from recently publised research by Deloitte (updated by the BBC 

in 2011) on the BBC’s Gross Value Added (GVA) – that is, the value generated for the UK 

economy as a result of the BBC’s economic activities. This includes the BBC’s roles as an 

employer and in-house producer of content, as a commissioner of programmes and other 

services, and as the major provider of training services in the TV and radio production 

sector.  

Given that the licence fee freeze is equivalent to a real terms funding cut of 16%, the 

BBC/Deloitte estimates suggest that the DQF cuts can be expected to reduce the GVA 

produced by the BBC by approximately £1.1 billion by 2016/17, relative to a situation in 

which the licence fee increased by CPI inflation for six years (taking it up to around £169 per 

year). This estimate is the gross impact rather than the net impact of DQF. The net impact 

on economic output will be less than £1.1 billion because it takes into account the increase 

in household real incomes as the licence fee falls in real terms over the next six years, but 

will still be positive because the multiplier effects of BBC spending are substantially larger 

than the multiplier effects of increased household net incomes.  

However, the overall economic effects of the licence fee settlement are likely to be even 

larger, because of the additional £345m of funding obligations which the BBC has agreed to 

take over from the government by 2014-15 (including paying for the World and BBC 

Monitoring, and additional funding for broadband roll-out to local areas and local TV and 

online content) Adding in these additional obligations means an effective cut of almost 25 

percent in funding available for existing BBC activities, which would imply GVA losses of 

around £1.7 billion in total.  

Regionally, the areas most affected by DQF are likely to be London (largely because the 

planned relocation of BBC posts from London to the Salford Quays development means 
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larger staff cuts in percentage terms in London) and the West Midlands (because of the 

decision to cease virtually all network TV production at BBC Birmingham).   

The impact of DQF on the BBC’s ability to meet its wider social objectives 

The pattern of cuts to TV and radio services places into doubt several aspects of the BBC’s 

ability to meet its wider social objectives, in particular:  

• Smaller channels like BBC Three and BBC Four which account for much of the wide 

diversity of the BBC’s output are being cut by more than average. 

• Older people are likely to be disproportionately affected by the planned cuts to BBC 

local radio services. 

• Currently, households outside London and the South of England are less likely to say 

that the BBC offers good value for money. The pattern of cuts to regional radio 

services is likely to exacerbate these regional imbalances.  

Also, there is a clear danger that the harshness of the licence fee settlement will make it 

difficult for the BBC to drive the uptake of new technologies for media consumption in the 

way it did with Freeview in the 2000s, because it will lack the resources to invest in new 

technologies. To the extent that the BBC is less likely to train workers to use new 

technologies, this could compound the problem of skill shortages in the broadcast 

engineering sector found in recent research by Skillset (the sector skills council for the 

creative media sector).  

Would households be prepared to pay more to fund the BBC? 

The most recent research on willingness to pay for the BBC was in August 2009; 

respondents in a TNS survey were (on average) willing to pay around £7 more per month 

than the current licence fee of £12.13 per month to fund the BBC.  

Detailed YouGov research from August 2011 on whether the BBC represents value for 

money suggests that in most polls more people agree with this proposition than disagree 

with it. However, a majority of respondents (78%) think that BBC executives are paid too 

much. – suggesting that the BBC’s current focus on reducing the top pay bill is in tune with 

public opinion. Also, while 77% of respondents were very satisfied with BBC services, 54% 

thought the standard of BBC TV programmes had deteriorated over the last ten years. To 

the extent that the DQF cuts reduce programme quality this suggests negative implications 

for public perceptions of the BBC’s value for money.  
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Introduction 
 

The licence fee settlement agreed between the BBC and the UK government in autumn 

2010 is the toughest in the BBC’s history, freezing the licence fee for six years. In October 

2011 the BBC published a consultation document, Delivering Quality First (hereafter 

referred to as DQF)1 setting out its proposals for reducing the size of the BBC under the new 

funding settlement. This report by Landman Economics analyses the impact of the DQF 

proposals on the UK economy (in particular the creative industries sector), and the potential 

impact of DQF on the BBC’s ability to deliver its wider public purposes as outlined in the BBC 

Charter. These issues are discussed in Section 1 and Section 2 of the report respectively. In 

addition, the final section of the report also looks at how much scope there would be for a 

reworked licence fee settlement involving an increase in the nominal value of the licence 

fee between 2011 and 2016 (instead of the current plans for a freeze.) To what extent 

would UK households be prepared to pay more for the BBC than they do currently? And 

does the UK population think that the BBC currently offers good value for money?  

Because of the relatively short timescale available for responses to DQF (the deadline is 21 

December 2011) this report relies on new analysis of existing published research from high 

quality sources such as Deloitte, NESTA, Skillset and the BBC itself,  rather than trying to 

undertake new primary data collection or econometric analysis.  

  

 
1 BBC Trust (2011), Delivering Quality First. 
[http://www.bbc.co.uk/aboutthebbc/dqf/pdf/dqf_detailedproposals.pdf] 

http://www.bbc.co.uk/aboutthebbc/dqf/pdf/dqf_detailedproposals.pdf
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1 The Economic Impact of the BBC Cuts 
 

The overall impact of cuts 

 

In 2009 the BBC commissioned the accountants Deloitte to produce an analysis of the 

economic impact of the BBC – that is, the contribution which the BBC makes to the UK 

economy, both directly (as an employer and producer of television, radio and digital 

content) and indirectly (as a buyer and procurer of services from other businesses). The 

Deloitte analysis focused exclusively on the economic impact of the BBC and did not cover 

the wider social impact of the BBC. Also, the report did not include consideration of the 

value licence fee payers receive from BBC services. (These issues are discussed in Sections 2 

and 3 of this report respectively). 

The original Deloitte analysis, published in 2010, looked at the economic impact of the BBC 

in the fiscal year 2008/092. An update in 2011 by the BBC looked at the impact of the BBC in 

2009/10, and is the most recent analysis to date3.  

The approach taken here is to use the estimates from the Economic Impact of the BBC 

Report on the BBC’s Gross Value Added (GVA) – that is, the value generated for the UK 

economy as a result of the BBC’s activity. The BBC produces economic value added in 

several dimensions, most importantly:  

• The BBC’s role as an employer and in-house producer of media content 

• The BBC’s role in commissioning programmes and other services from independent 

production companies and other businesses in its supply chain 

• The BBC’s role as the major provider of training in the TV and radio production 

sector – which leads to spillover benefits when employees move from the BBC to 

other companies in the creative industries, or to freelancing.  

The updated Deloitte analysis estimated that the total GVA of the BBC from licence-fee 

funded activities was £6.93 billion4, from a licence fee receipt of £3.97 billion. This suggests 

that the aggregate “BBC multiplier” for its public service activities is equal to around 1.75. In 

other words, for every £1 of licence free revenue, the BBC produces £1.75 of GVA from 

public service activities5.  

 
2 Deloitte (2010), The Economic Impact of the BBC: 2008/09. 
[http://downloads.bbc.co.uk/aboutthebbc/reports/pdf/acc_economic_report.pdf] 
3 BBC (2011), The Economic Impact of the BBC 2009/10: An update by the BBC 
[http://downloads.bbc.co.uk/aboutthebbc/reports/pdf/economic_report0910.pdf] 
4 This calculation excludes the BBC’s joint ventures which are funded from sales of BBC Worldwide etc.  
5 In addition to this the BBC also generates £1.47 billion of GVA from commercial subsidiaries including BBC 
Worldwide, its joint ventures (such as 2Entertain) and BBC Studios. However, these are financed from 

http://downloads.bbc.co.uk/aboutthebbc/reports/pdf/acc_economic_report.pdf
http://downloads.bbc.co.uk/aboutthebbc/reports/pdf/economic_report0910.pdf
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An estimate of the aggregate gross impact of the BBC cuts on the economy can be found by 

applying the size of the cuts in the BBC’s budget (in real terms) by the BBC multiplier 

coefficient set out above.  

The BBC licence fee has been frozen for 6 years between 2011 and 2016 at £145.50. Taking 

into account actual Consumer Price Index (CPI) inflation for 2011 and forecast inflation for 

the years 2012 to 20166, this equates to a 16% real terms cut in resources – which is a 

reduction in licence fee revenue of around £635 million.  

A 16% reduction in the overall activity of the BBC can be expected to reduce the GVA 

produced by the BBC by approximately £1.1 billion by the 2016/17 fiscal year, relative to a 

situation in which the licence fee increased by CPI inflation each year between 2011 and 

2016 – which would have resulted in a licence fee of around £169 by 2016, an increase of 

around 45 pence per week for each licence fee-paying household. 

This reduction in GVA includes:  

• The direct impacts of a smaller BBC on the BBC’s own economic output in terms of 

employing fewer people and producing a smaller volume of in-house TV, radio and 

new media production 

• The impacts of reductions in the volume of independent production services (i.e. 

programme content and other services which the BBC commissions and purchases 

from other UK-based companies) 

• Productivity reductions arising from the BBC scaling back its workforce training 

activities.  

It should be noted that a loss of £1.1 billion of economic value is the gross impact of the 

DQF cuts strategy and not the net impact7. An estimate of the net impact of the cuts needs 

to take into account the increase in net real incomes for each household resulting from the 

nominal licence fee freeze (equivalent to around £23 per year at 2011 prices). This should 

provide some compensating boost to economic activity, but the economic multiplier effect 

of keeping additional money in the pockets of households is likely to be considerably less 

than the effect of additional licence fee spending. This is because the multiplier effects of 

increases in household income through transfers to households are considerably less than 

the 1.75 which we have estimated for the BBC’s public service spending, because 

 
commercial revenues rather than the licence fee to a large extent and so are not included in the calculations in 
this report, which deals specifically with the consequences of the licence fee freeze.   
6 CPI forecast data taken from Office for Budget Responsibility, Economic and Fiscal Outlook, November 2011. 
http://budgetresponsibility.independent.gov.uk/economic-and-fiscal-outlook-november-2011/ 
7 Note that the Deloitte/BBC studies on the economic impact of the BBC also produce net value added (NVA) 
estimates alongside the GVA estimates. These estimate the additional value added arising from a licence-fee 
funded BBC compared with a counterfactual public service broadcaster funded by advertising revenue instead 
of the licence fee. I have not used these estimates in this report because the comparison which is relevant 
here is not between the BBC and an alternative public service broadcasting model, but between BBC funding 
growing in line with inflation and BBC funding being cut by 16% in real terms.  

http://budgetresponsibility.independent.gov.uk/economic-and-fiscal-outlook-november-2011/
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households (on average) will tend to save a proportion of any increase in net incomes, and 

to the extent that they do spend the increase in net incomes, some of it will be on imported 

goods and services which do not directly increase UK Gross Value Added. Based on recent 

estimates of the multipliers from transfer payments to households used by the Office for 

Budget Responsibility it seems likely that the freeze in the licence fee would produce 

additional GVA of only around £300 million elsewhere in the economy through multiplier 

effects, at best.  

It is also worth noting in passing that the decision to specify the licence fee settlement in 

nominal terms rather than as contigent on CPI inflation (e.g. CPI minus 2 percent) means 

that the BBC faces even more severe funding cuts should inflation continue to overshoot the 

Bank of England’s 2 percent CPI target (as it did, by a considerable margin, in 2010 and 

2011.) This means that, if inflation continues to overshoot the CPI target (which is quite 

possible), the BBC will pay an additional price in real terms as its nominal budget is fixed. 

Previous licence fee settlements were expressed relative to the inflation rate (e.g. RPI plus 1 

percent) and it would have been preferable in terms of the real economic resources 

avialable to the BBC if the current funding settlement had also been expressed in real, 

rather than nominal terms.  

The assumption that the BBC will be ‘downsized’ by 16 percent over the next six years is 

consistent with the job losses information which has so far been announced by the BBC, 

with job cuts averaging out at around 16 percent of staff. The BBC has in fact decided to 

make cuts averaging 20 percent in existing services as a baseline, in order to free up 4 

percent of revenue for reinvestment in new services. It is therefore quite possible that 

individual parts of the BBC as currently constituted will see their funding levels cut by more 

than 16 percent. However, because there will be 4 percent of reinvestment in areas as yet 

unspecified in addition to this, it seemed most reasonable to assume cuts of 16 percent to 

services in aggregate (rather than 20 percent) to avoid biasing the result.  

It should also be pointed out that the economic impact calculations here do not take into 

account the additional funding obligations which the BBC has agreed to as part of the 

licence fee settlement – a combination transfers of funding responsibility from the 

government, or entirely new new funding streams.  These include: 

• The BBC paying for the World Service annual £272 million-a-year running costs 

(currently funded by the Foreign Office) from 2014-15; 

• the BBC taking over the funding of BBC Monitoring from 2013-14 (annual level of 

government funding at handover will be around £20 million per year); 

• The BBC to meet the cost of broadband internet roll-out to rural areas and to pay for 

local TV and online services – the BBC will provide £17 million per year for the rollout 

of superfast broadband to rural areas from 2013, and up to £5 millon per year for 

local TV and online content. 
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• A further one-off capital investment in local TV and online services of £25m will also 

come from the licence fee and the BBC will underwrite the rollout of the digital radio 

network nationally. 

The BBC has committed to spend an extra £345 million of licence fee money to fund these 

changes by 2014-158. Taking this reallocation of expenditure into account, the total real 

terms cut in resources for the BBC’s other activities amounts to £635 million plus £340 

million, i.e. £975 million in total. This means an effective cut of almost 25 percent in funding 

available for the BBC’s existing activities, which would imply GVA losses of around £1.7 

billion in total.  

Finally, one potential objection to the methodology used to calculate these economic 

impacts is that it does not take into account potential productivity and efficiency 

improvements at the BBC which can ensure that the BBC is able to do “more with less” and 

hence maintain a wider range of services at a higher quality level than would otherwise be 

the case. However, the calculations made here are comparing the GVA produced by the BBC 

after the DQF cuts are implemented with a counterfactual scenario in which the licence fee 

keeps pace with inflation, assuming that the BBC’s productivity improvements per pound 

spent, and its efficiency savings, are equally good in both cases. In other words, I assume 

that the BBC is able to make productivity improvements and efficiency savings in the same 

way under both scenarios. The reduction in GVA under the DQF scenario then emerges as a 

result of the BBC being up to 25% smaller under DQF, but no more or less efficient per 

pound spent, than it would have been if the licence fee had risen in line with inflation 

between 2011 and 2017.  

 

The regional impact of cuts 

 

As well as the aggregate national multiplier for the economic impact of the BBC, the 

BBC/Deloitte study provides regional economic multipliers which can be used to analyse the 

regional impact of the BBC cuts programme. The BBC has not published a complete regional 

breakdown of where the cuts will fall but there has been an approximate estimate of job 

losses by region and nation of the UK which this report uses to estimate the extent of cuts 

to GVA for each region (in percentage terms and in cash terms). These are shown in Table 1 

below. Note that these figures are based on the smaller figure of £1.1 billion for the 

economic impact rather than the figure of £1.7 billion which includes the BBC’s new 

statutory funding commitments for World Service and other additional services, because 

 
8 Figures for additional BBC funding commitments are taken from House of Commons Culture, Media and 
Sport Committee (2011), BBC Licence Fee Settlement and Annual Report, Fourth Report of Session 2010-12, 
table in Section 4, headed “The BBC’s financial settlement commitments.” 
[http://www.publications.parliament.uk/pa/cm201012/cmselect/cmcumeds/454/45407.htm] 

http://www.publications.parliament.uk/pa/cm201012/cmselect/cmcumeds/454/45407.htm
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there was insufficient information available on how the new statutory commitments would 

affect the pattern of regional spend on other services to be able to show how these new 

commitments might affect the regional pattern of cuts. 

Table 1. Regional impact of BBC cuts 

Region GVA as % of total 
BBC GVA 

Projected impact of 
cuts by 2017 (£m) 

Scotland  4.5 50 

Northern Ireland 1.8 19 

Wales 3.4 38 

England:   

North East 0.4 5 

North West 2.7 30 

Yorkshire 1.1 12 

West Midlands 2.0 22 

East Midlands 0.4 5 

South West 8.4 93 

East of England 0.8 9 

London 72.7 808 

South East 1.8 20 

TOTAL 100.0 1100 

 

Source: regional GVA figures from Deloitte (2010), The Economic Impact of the BBC 2008/09. Projected impact 

of cuts calculated by uprating overall GVA figures to the GVA total presented in BBC (2011), The Economic Impact 

of the BBC 2009/10, and combining this information with BBC announcements concerning the extent of 

proposed job cuts in each nation and region by 2016 as a result of Delivering Quality First.  

 

Table 1 shows that the bulk of the reduction in GVA occuring as a result of DQF occurs in 

London, due to the high concentration of BBC services in London (although research from 

Skillset, the Sector Skills Council which covers TV, radio and media production, shows that the 

BBC is less concentrated in London than the average across these sectors). The South West, 

Scotland and the North West are also heavily affected. In addition, the impact on certain 

regions is likely to be worse than this. Firstly, the BBC is currently in the process of transferring 

significant amounts of its TV and radio production capacity from London to Salford Quays in 

the North West, a process scheduled to be completed in 2016. The combination of the 

transfers of staff to Salford and the job losses specified in the DQF proposals mean that BBC 

staffing levels in London will reduce by more than 16 percent – leading to a bigger reduction 

in GVA for London than Table 1 suggests. Secondly, the West Midlands faces a particularly 

bleak outcome from DQF because of the decision to cease virtually all network TV production 

at BBC Birmingham, with many services relocating to Bristol. Therefore, Table 1 almost 
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certainly underestimates the impact of the BBC cuts on West Midlands GVA as well as 

overestimating the impacts in the South West. 

  

Additionally, recent research by the think-tank NESTA on creative clusters in the UK9 suggests 

that in areas where a media services cluster is particularly dependent on the BBC’s role as a 

local employer and investor, DQF could have adverse effects over and above those identified 

in the BB/Deloitte GVA analysis – due to the following factors:  

• Creative industries are more innovative than most other sectors of UK industry and 

provide a disproportionately high number innovative businesses relative to the size of 

the sector. The Deloitte/BBC analysis only looks at economic value generated at a 

single point in time and so does not consider the long-term benefits of innovation in 

terms of increased output and economic dynamism. 

• There are complementaries between creative media clusters and knowledge-

intensive business services (KIBS) which mean that increased investment in creative 

industries is likely to have positive spillover effects on the business services industry 

which are wider than those analysed by Deloitte/BBC. These complementarities can 

be brought about by value chain linkages and shared infrastructures, and can also be 

a consequence of knowledge spilloves that happen when creative businesses share 

new ideas with their commercial partners.  

NESTA identifies Manchester and Cardiff as particular examples of media production clusters 

where the BBC plays a key role and it is clear that, to the extent that DQF diminishes the BBC’s 

presence in these clusters compared to its previous employment and investment plans in 

those geographical areas, the knock-on effects for local economies could be severe.  

  

 
9 C Chapain et al (2010), Creative Clusters and Innovation: Putting Creativity on the Map. London: NESTA. 
[http://www.nesta.org.uk/events/assets/features/creative_clusters_and_innovation_report] 

http://www.nesta.org.uk/events/assets/features/creative_clusters_and_innovation_report
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2 The impact of the cuts on the BBC’s ability to meet its wider 

social objectives 

As well as reducing the economic value created by the BBC, it is quite possible – indeed, 

perhaps unavoidable -  that the 16 percent cut in the BBC’s budget will adversely affect the 

organisation’s ability to meet its wider social objectives. These wider social objectives are 

summarised in the BBC Charter in the form of six public purposes for the BBC:  

 

i) Sustaining citizenship and civil society 

ii) Promoting education and learning 

iii) Stimulating creativity and cultural excellence 

iv) Representing the UK, its nations, regions and communities 

v) Bringing the UK to the world and the world to the UK 

vi) Delivering to the public the benefit of emerging communications technologies 

 

This section looks at two specific problems which DQF presents for the BBC’s ability to meet 

these objectives: the impacts of cuts to specific TV and radio services, and the BBC’s role in 

promoting the uptake of new broadcast technologies both in the home and in the media 

workplace.  

 

Cuts to specific TV and radio services 

 

The Delivering Quality First document includes a table showing projected changes in 

expenditure between 2011 and 2016 on each of the TV channels and radio stations which 

the BBC produces10. However, these changes in expenditure are presented net of across-

the-board efficiency savings of 11 percent which the corporation is expected to make, thus 

making the cuts seem a lot smaller than they actually are. Table 2 below presents the cuts 

for each service adjusted for efficiency savings, together with information from the BBC’s 

2011 Annual Report on the amount spent on each service in the 2010/11 financial year.  

In addition to the cuts outlined in Table 2, it is also important to mention that the funding 

for the Welsh language broadcaster S4C has been greatly reduced as a result of decisions 

taken by the UK Government alongside the licence fee settlement. S4C has pledged to cut 

40 posts, a 25.6% reduction from the current 156 full-time staff, over the next two years, 

 
10 BBC Trust (2011), Delivering Quality First, page 39.  
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and is planning a greatly reduced service including limiting hours of transmission compared 

to current output levels.   
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Table 2. Analysis of extent of proposed Delivering Quality First cuts by radio and TV service 

Channel/station Expenditure (2010/11), £m Planned cuts as % of 
2010/11 budget 

TV:   

BBC1 1130.9 -14.1 

BBC2 421.0 -17.6 

BBC3 84.7 -21.0 

BBC4 50.8 -21.2 

CBBC 78.3 -13.6 

CBeebies 28.5 -11.0 

BBC HD 2.1 -83.3 

BBC Alba 5.0 -11.0 

BBC News 47.1 -16.9 

BBC Parliament 2.0 -11.0 

Total (TV) 1850.4 -15.5 

Radio:   

Radio 1 36.7 -14.0 

1 Xtra 7.4 -25.9 

Radio 2 46.7 -14.0 

Radio 3 37.3 -15.3 

Radio 4 92.8 -11.0 

Radio 4 Extra 5.3 -29.9 

Radio 5 Live 55.4 -19.5 

Radio 5 Live Sports Extra 2.5 -15.0 

6Music 7.3 -13.7 

Asian Network 8.6 -48.2 

BBC English Local Radio 114.8 -15.6 

BBC Radio Scotland 23.8 -17.3 

BBC Radio nan Gaidheal 3.8 -18.9 

BBC Radio Wales 13.0 -14.1 

BBC Radio Cymru 11.8 -13.5 

BBC Radio Ulster/Foyle 16.2 -12.9 

Total (radio) -22.5 -15.7 

 

Source: Expenditure data for 2010/11 from BBC 2011 Annual Report. Planned cuts as percentage of 2010/11 

budget from BBC Trust (2011), Delivering Quality First, taking account of across-the-board efficiency savings of 

11%.  

Analysis of Table 2 shows that while expenditure on the BBC’s mainstream “flagship” TV and 

radio channels is being cut by less than the average (e.g. BBC1, Radio 1, Radio 2, Radio 4) 

many (although not all) of the smaller channels which account for much of the wide diversity 

of the BBC’s output are being cut by more than average (for example, BBC Three, BBC Four, 

Radio 4 Extra and the Asian Network.) Without countervailing action to increase the diversity 
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of the BBC’s offer on its flagship channels, it seems clear that this strategy will reduce the 

breadth of appeal of the services that the BBC is able to offer. 

In particular, cuts of almost 16 percent to the BBC local radio budget in England – and more 

than 17 percent in BBC Radio Scotland – are particularly worrying from the perspective of 

catering for the needs of older people in the community, who are in many cases isolated 

and vulnerable. Recent research for the media regulator Ofcom, by the polling organisation 

MORI, found that older people are more likely to listen to radio at least five days a week, 

with almost nine in ten (87%) of those aged over 55 doing so. BBC local radio is listened to 

more often by older listeners (23% of over 55s listen daily), compared to younger listeners.  

The local radio budget cuts are also worrying given regional patterns in recent research by 

the polling company YouGov on how UK households perceive the value for money which the 

BBC offers11. Households based on the North of England and Scotland were least likely to 

agree with the statement that the BBC offers “good value for money”, while households in 

London were most likely to agree with this statement (with households in the rest of 

England and Wales being somewhere in between). To the extent that this polling evidence 

suggests a regional imbalance in the services produced by the BBC, with households in 

Scotland and the North of England feeling less well served by the BBC’s current output, 

service cuts which hit Scottish output and local output in the North of England harder than 

London-based outputs are likely to exacerbate regional imbalances.  

 

 

Promoting the uptake of new technologies 

 

Although the BBC has set aside 4 percent of its budget between 2011 and 2016 for 

investment in new services, there is a clear danger that in a funding environment greatly 

less generous than that which the BBC enjoyed in the 2000s it will prove difficult for the BBC 

to drive the uptake of new technologies in media consumption in the way which it was 

instrumental in doing with Freeview after the collapse of ITV Digital in 2002. The severity of 

the licence fee settlement means that the BBC has scaled back plans for dedicated HD 

channels and the conversion of most of its TV channels to HD, and as new services like Super 

HD come into the mainstream market later in the decade, there is a clear danger of a new 

“digital divide” opening up between consumers who can afford “first class” technology via a 

Sky or cable subscription, and consumers who are stuck with “second class” technology 

offered by a BBC starved of investment resources.  

 
11 See http://cdn.yougov.com/cumulus_uploads/document/2011-10-24/YG-Archives-Pol-Sun-BBCFee-
241011.pdf 

http://cdn.yougov.com/cumulus_uploads/document/2011-10-24/YG-Archives-Pol-Sun-BBCFee-241011.pdf
http://cdn.yougov.com/cumulus_uploads/document/2011-10-24/YG-Archives-Pol-Sun-BBCFee-241011.pdf
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In addition, if the BBC’s budget constraints deny it the chance to roll out new technologies, 

this could have detrimental impacts on the UK’s creative economy over and above those 

examined in Section 1 of this report. The most recent sector skills assessment from Skillset 

(the sector skills council for the creative media industries) shows that one of the most 

serious skills gaps in the sector is in broadcast engineering12. Given that the BBC is the 

biggest single provider of training services in the sector, to the extent that DQF limits the 

BBC’s ability to invest in new technologies, it will also limit the BBC’s willingness to train 

workers to use those new technologies – which would contribute to increased skills 

shortages in a sector which is vital for the UK’s prospects as we attempt to emerge from the 

biggest recession since the 1930s. The planned 25 percent reduction in the budget for BBC 

Online services reinforces the danger of a lack of investment in new technologies which 

arises from the current DQF plans.  

  

 
12 Skillset, Sector skills assessment for the Creative Media Industries in the UK, January 2011. 
[http://www.skillset.org/uploads/pdf/asset_16297.pdf?3] 
 

http://www.skillset.org/uploads/pdf/asset_16297.pdf?3
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3 Would UK households be prepared to pay more to fund the 

BBC? 
 

Sections 1 and 2 have established that the stringency licence fee settlement and the cuts to 

the BBC’s activities outlined in Delivering Quality First are likely to have adverse impacts on 

the UK economy and are also likely to compromise the BBC’s ability to deliver its wider 

social objectives. From this, it looks like there is a strong case for revisiting the licence fee 

settlement on economic and social grounds. However, for this to be a realistic proposal it 

would also have to be the case that licence fee payers in the UK would (on average) be 

willing to pay more to fund the BBC than they do at present. This final section of the report 

looks at whether UK households are willing to pay more, and the related question of 

whether households feel the BBC’s current package of services provides good value for 

money.  

 

Willingness to pay 

 

In August 2009, the market research firm TNS asked the public on behalf of the BBC how 

much they were willing to pay for the BBC from the point of view of their household and 

from the point of view of society as a whole13. The responses showed that:  

• Almost nine out of ten people were willing to pay something for the BBC (87% 

thinking about their household and 86% thinking about society as a whole).  

• The average amount respondents were prepared to pay was £19.42 per month (from 

the perspective of the individual) and £18.32 per month (from a societal 

perspective), both much higher than the current level of the licence fee (which is 

around £12.13 per month).  

This offers fairly clear evidence that viewers (on average) would be willing to pay a higher 

licence fee than is currently the case.  

 

The BBC and value for money 

 

More recent evidence on whether the BBC represents value for money is provided from 

polling by YouGov in association with the POLIS Programme for Public Opinion Research at 

the University of Cambridge in August 2011. This research shows that public opinion on 

 
13 The figures used in this section were reported in http://cdn.yougov.com/cumulus_uploads/document/2011-
10-24/YG-Archives-Pol-Sun-BBCFee-241011.pdf 

http://cdn.yougov.com/cumulus_uploads/document/2011-10-24/YG-Archives-Pol-Sun-BBCFee-241011.pdf
http://cdn.yougov.com/cumulus_uploads/document/2011-10-24/YG-Archives-Pol-Sun-BBCFee-241011.pdf
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value for money that the BBC represents is complex, and heavily influenced by the framing 

of the question: 

• A simple question “overall, do you think the BBC licence fee is good or bad value for 

money” produced an even split of the population, with 39 percent of respondents 

saying that the licence fee was good or very good value for money, and 39 percent 

saying it was bad or very bad value for money.  

• Asking the value for money question after pointing out how much the licence fee 

costs led to different responses according  to how the question was posed. After 

being told “the licence fee costs £145.50 per year”, 54 percent of respondents ssid 

the licence fee was bad or very bad value for money, whereas only 27 percent said it 

was very good value for money.  

• However, after being told “the licence fee works out at 40p a day”, 44 percent of 

respondents said the licence fee was good or very good value for money whereas 36 

percent said it was bad or very bad value for money.  

• After being told “the licence fee works out at £12.13 a month”, responses from two 

different surveys were different. One survey found that 46 percent of respondents 

thought the BBC was bad value for money compared with 36 percent who thought it 

was good value. But another YouGov survey two days later asking the same question 

found that 42 percent thought the BBC was good value for money compared with 32 

percent who thought it was bad value for money.  

• After being told that “a Sky TV package including sports and movie channels costs 

£55.75 a month; the cost of the BBC licence works out at £12.13 a month”, 43 

percent of respondents said the licence fee was good or very good value for money, 

whereas 35 percent said it was bad or very bad value for money.  

• 77 percent of respondents were “very satisfied” or “fairly satisfied” with “the service 

provided by the BBC – its TV and radio channels and online services including the 

catch-up “iPlayer” service.  

 

These results show that there is substantial support for the proposition that the BBC is good 

value for money as things currently stand, although the results seem to depend a lot on the 

context in which the question is asked.  

 

An earlier YouGov poll from July 2011 suggests that one reason why a substantial minority 

of people think the licence fee is not good value for money is because of the perception that 

BBC executives are overpaid. 78% of respondents to the July 2011 survey thought that “BBC 

executives are paid too much”. The BBC Executive Board has already committed to making a 

25% cut in the BBC senior management paybill, relative to its 2010/11 level, by July 2012. 
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The YouGov figures suggests that this commitment on management pay addresses a key 

concern that many licence fee payers have regarding value for money.   

Meanwhile, the evidence on quality of programming is mixed. The August 2011 YouGov 

polling showed that 77% of respondents were very satisfied or fairly satisfied with the 

services provided by the BBC. On the other hand, in the July 2011 poll 54 percent of 

respondents thought that the standard of television programmes on BBC channels has got 

worse over the last ten years, whereas 19 percent of people think programming on the BBC 

has improved in the same time. This suggests a decline in perceptions of quality of BBC 

programming (at least on television), albeit to a level which is still very high. In this context, 

it is clear that to the extent the DQF cuts result in reduced quality of BBC programming, 

there is a risk that average public perceptions of the value for money of the licence fee 

could fall further.  
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4 Conclusions 
 

This report has shown that the cuts outlined in Delivering Quality First are likely to lead to a 

reduction in UK economic output of between £1.1 and £1.7 billion pounds per year at 

current (2011) prices. It is clear that the BBC cuts will have a huge adverse impact on the 

UK’s creative industries sector, just at the time when the country is relying on world-leading 

sectors such as this to spearhead economic recovery from the most serious economic crisis 

for seventy years. Economically, cutting the BBC by this much, at this time, looks like a 

dangerous and wrongheaded strategy.  

In addition to the economic consequences of the cuts, there are also potentially far-reaching 

social consequences. DQF runs the risk of compromising the BBC’s public obligation to 

appeal to a diverse range of viewers and listeners. In particular, the cuts to local radio 

services are likely to have a disproportionate effect on older listeners, a group that contains 

a large number of isolated and vulnerable people. Regional service cuts will also tend to 

reduce the appeal of the BBC to licence fee payers outside London, exacerbating the 

existing North/South divide in the extent to which people feel the BBC offers good value for 

money. ws that people outside London and the South East are already less convinced on 

average that the BBC offers good value for money. 

But was there a viable alternative to the harshness of the 2010 licence fee settlement? The 

evidence on perceptions of value for money and willingness to pay reviewed in Section 3 of 

this report suggests that there was. An alternative settlement where (for example) the BBC 

licence fee rose in line with inflation for the next six years, rather than being frozen in 

nominal terms, would have been viable, based on the headline polling evidence. In short, 

there is a clear case for revising the terms of the current BBC funding settlement.  


