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Executive Summary

The BBC has lost approximately 40% of its income in real terms since 2010, equivalent to £2.7 billion. This
is the result of repeated licence fee freezes, cost transfers imposed by government, and a collection
model whose scope has not kept pace with how audiences consume media. A growing number of
households that regularly use BBC services are not required to pay because their consumption falls
outside the live television trigger. Subscription and advertising must be rejected: the BBC is a universal
public service, not a commercial media company, and its value lies in the fact that everyone gets the same
thing.

We propose a Universal Licence Fee covering every household with a device capable of receiving or
displaying video content, closing the gap between who uses the BBC and who pays for it within the
existing legal and administrative framework. The level of that fee must be set by an Independent Funding
Commission modelled on the German KEF, removing the quantum of BBC funding from ministerial control
and ending the cycle of politically motivated settlements that has driven the Corporation's decline.

The Problem

Since 2010, BBC licence fee income has fallen by approximately £2.7 billion (40%) in real terms, to £3.8
billion in 2024/25. Had the licence fee risen in line with inflation and household growth, it would now
stand at approximately £7.1 billion. The decline is the product of three reinforcing pressures. The BBC's
own consultation response (A BBC For All, March 2026) confirms the severity: it states that licence fee
income in 2024/25 was "around a quarter less, or £1.2 billion lower in real terms, than it was at the start
of this Charter period," and explicitly concludes that "the current model is not sustainable and needs
reform." w

First, successive governments have used the licence fee settlement as a vehicle for cost-of-living gestures
and cost transfers. Repeated freezes have eroded the fee's real value. The transfer of responsibility for
free over-75s licences to the BBC in 2015, a decision taken without the Corporation's agreement, imposed
an unfunded obligation worth hundreds of millions of pounds annually. S4C's public funding has been
moved entirely to the licence fee. The World Service, formerly funded by government grant-in-aid
through the Foreign Office, was shifted to licence fee funding from 2014. Each of these decisions reduced
the resources available for BBC services without any corresponding increase in income.

Second, the licence fee's scope is increasingly misaligned with audience behaviour. The obligation to hold
a licence is triggered by watching live television or using BBC iPlayer. As audiences shift to on-demand,
online, and mobile consumption, a growing proportion of households that regularly use BBC services are
not required to pay. Licence sales have fallen by 2.5 million (9.7%) since their peak in 2017/18, and the
evasion rate now stands at 12.5%, having more than doubled in the past five years, primarily because
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there is now a reasonable explanation for having a TV set without a licence. The combined cost of
collection and evasion amounts to approximately 14% of licence fee revenue. The BBC's own data makes
the fairness argument starkly: 94% of UK adults use the BBC per month, yet fewer than 80% of
households now contribute to the licence fee, down from over 90% in 2016/17. A public service used by
almost everyone but funded by a shrinking majority is neither fair nor sustainable. @

Third, the level of the licence fee is set through a bilateral negotiation between the BBC and the Secretary
of State, a process that gives ministers a direct and permanent lever over BBC behaviour. As our
companion Independence paper (Paper 1) argues, this is constitutionally anomalous: decisions with
profound consequences for the national information infrastructure should not be subject to short-term
political calculation. =

The consequences are visible across BBC output. Specialist programming has been reduced. The number
of journalists has fallen. The World Service has contracted. Investment in technology and innovation has
been constrained at precisely the moment when the competitive environment demands it. The BBC has
made £1.35 billion in savings during this Charter period alone. There is no further efficiency dividend to
extract; what remains is service reduction. ©

Our Proposal

1. A Universal Licence Fee. We propose retaining the licence fee model but widening its scope to cover
every household with a device capable of receiving or displaying video content, whether broadcast, live,
or streamed. In practice, this means any household where someone has a smartphone, tablet, computer,
or smart television would be in scope. A household with genuinely no such device would not be required
to pay; in practice, this would be a vanishingly small number. This reform retains the existing collection
model, the existing enforcement framework, and a familiar brand, while closing the gap between who
uses BBC services and who pays for them.

The DCMS Green Paper explicitly invites views on expanding the scope of services for which a licence is
required. The BBC is a national asset, and we note that a household levy of the kind adopted in Germany,
Austria, and Switzerland has been ruled out by the government for unspecified reasons. Given that 94% of
the population access the BBC in some form, a Universal Licence Fee for a universal service, updated to
cover all audiovisual consumption, is the fairest alternative and is within the existing legal and
administrative structure. ©

2. Independent determination of the funding level. The level of BBC funding must be determined by an
Independent Funding Commission, removing the quantum from direct ministerial control. The
constitutional case for this is established in Paper 1 (Independence) and the governance architecture for
the Commission is set out in Paper 2 (Governance). This paper specifies how the Commission would
operate in practice.

The Commission would be modelled on the German KEF (Kommission zur Ermittlung des Finanzbedarfs
der Rundfunkanstalten), which has determined the level of the German household levy since the 1970s.
The KEF's sixteen expert members assess the financial needs of public service broadcasters against the
scope of their remit, the principles of economy and efficiency, and overall economic conditions. Its
recommendations are then ratified by the state governments, which may deviate only on strictly defined
fiscal grounds, subject to judicial review. Collection costs under the German system are just over 2% of
revenue, compared with 14% (collection plus evasion) in the UK. @

A UK Independent Funding Commission would operate on the same principles. The BBC would submit an
assessment of its financial needs for the forthcoming period, referenced to its public purposes and the
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scope of services specified in the Operating Agreement. The Commission would review that assessment,
take evidence from government, Ofcom, the National Audit Office, industry bodies, and the public, and
issue a binding recommendation on the total funding required. The Commission's recommendation would
be laid before Parliament for ratification, mirroring the German requirement for ratification by the Lander
parliaments, ensuring democratic accountability while removing the setting of the quantum from bilateral
negotiation between the BBC and the Secretary of State. The government would retain the power to
determine the collection mechanism but not the level. Any deviation from the Commission's
recommendation would be permissible only on strictly defined fiscal grounds, stated publicly and subject
to judicial review. 7

The Commission's assessment of BBC financial needs must include a ring-fenced component for research,
development, and technology investment. As Paper 4 (Technology) sets out, the BBC's R&D capability
generates between £5 and £9 of wider economic value for every pound spent, yet the BBC's current
technology spending of approximately 2.8% of revenue is less than a third of the 8-11% typical of
commercial competitors. This gap must be closed.

Members of the Funding Commission would be appointed through the Independent Appointments
Commission proposed in Paper 2 (Governance), ensuring that the body determining BBC funding is itself
insulated from political influence. The Commission would be stood up for defined periods aligned with the
Operating Agreement review cycle.

3. Reject advertising. Advertising was rejected by the Peacock Committee in 1986, commissioned by a
government that had initially favoured it, and has been rejected in every serious review since. It would
damage commercial broadcasters that depend on advertising revenue, distort the BBC's incentives, and
degrade the audience experience. There are no serious stakeholders advocating advertising on the BBC. ®©

4. Reject subscription and tiered models. The most commonly proposed alternative is a subscription
model, whether a single monthly fee or a tiered system. This must be rejected, and the objection is not
primarily economic; it is constitutional. The BBC is defined by its universality. As John Reith wrote in
Broadcast over Britain in 1924, "There is no first and third class." A tiered BBC would create precisely that:
a two-tier service in which the quality of a citizen's access to public service broadcasting depends on
ability to pay. This is fundamentally incompatible with an institution whose value lies in the fact that
everyone gets the same thing. ©

We do not have tiered public libraries, where paying more unlocks a better selection of books. We do not
have a premium NHS, where a higher contribution secures faster treatment. The public service itself is
universal and equal. The same principle applies to the BBC. The moment it offers a basic and a premium
tier, it ceases to be a universal public service and becomes a commercial media company with a public
subsidy attached.

The BBC's own consultation response endorses this analysis. It states that a subscription BBC "would not
be universal, not provide something for everyone or cater to a full range of audience tastes and interests,
or bring the nation together. It would be based on maximising value to some not to all. It would turn a
public service into a consumer product, excluding many households, particularly older people and people
on lower incomes." The universality objection is not ours alone. ©

The perverse incentives are immediate. A tiered BBC would need to put its most engaging content behind
the paywall to drive premium subscriptions, hollowing out the free tier. It would need to spend
substantial sums on marketing to encourage viewers to trade up, diverting resources from programme-
making. The overhead costs of subscription models dwarf those of a licence fee. Netflix, the leanest major
streaming service, spent approximately 12% of revenue on marketing and administration in FY2024, rising
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to 19% when technology infrastructure is included; Sky UK Limited's sales, general, and administration
costs were 61% of direct-to-consumer revenue in the same year. The BBC's licence fee collection costs
were 4% of income in 2023/24. A move to subscription would multiply the BBC's overheads several times
over, while requiring conditional access on every device used to receive BBC services. General taxation
would leave the BBC vulnerable to annual budget competition and political interference; the House of
Commons DCMS Committee rejected this model for precisely these reasons. o

5. End top-slicing and cost-shifting. No further obligations should be imposed on the licence fee without
corresponding funding. This includes proposals to fund MG ALBA on the same model as S4C: any such
obligation would represent a further top-slice of licence fee revenue and should be funded directly by
government if pursued. The BBC's consultation response details the scale of top-slicing during recent
Charter periods: licence fee payers have funded digital switchover, local TV, and broadband rollout, with
the latter alone costing around £700 million between 2013/14 and 2019/20. The World Service should
return to full government funding as a strategic national asset, ending the zero-sum competition with
domestic services introduced in 2014. As Paper 5 (Information Security) argues in detail, the strategic case
for this is now overwhelming: with Voice of America effectively shut down, the BBC World Service is the
most significant remaining instrument of democratic information projection, and its funding should be
treated as a security investment, not a cultural subsidy. S4C funding and the over-75s licence fee
concession (plus any further concessions the government may impose) should be funded directly by
government, not from the licence fee. The Independent Funding Commission's remit should explicitly
include the power to identify and account for costs that government has transferred or may seek to
transfer to the BBC.

6. Broadening scope must not be an excuse to cut the fee. Bringing additional households into scope will
increase total revenue even at the current fee level. This additional revenue must be used to reverse the
damage of fifteen years of real-terms cuts, not to reduce the fee. The marginal benefit to individual
households of a lower fee is trivial; the cost to the national information infrastructure of squandering this
opportunity would be substantial and irreversible.

Evidence and International Comparisons

The German household levy, adopted in 2013 and upheld by the Federal Constitutional Court in 2018,
provides the most directly relevant international precedent. Every household pays a flat fee of €18.36 per
month (approximately £15.88), about 20% higher than the UK licence fee, with exemptions for recipients
of social benefits. Collection costs are just over 2% of revenue. Total revenues in 2024 were approximately
€8.74 billion, collected from around 47 million contributing accounts. Austria adopted the same model in
January 2024; the Austrian Constitutional Court ruled in July 2025 that the universal levy was lawful,
holding that the mere possibility of benefiting from public service media was sufficient to justify the
obligation. Switzerland endorsed a similar model by popular referendum.

The UK licence fee rises to £180 per year from April 2026, equivalent to £15 per month. This is less than
the cost of ad-free Netflix (E18 per month) and a fraction of the cost of Sky Sports (£33 per month). The
average UK adult consumes BBC services for over two hours a day; 94% of UK adults used BBC services
monthly in 2024/25. In deprivation studies conducted by research consultancy MTM in 2015 and 2022,
69--70% of participants who initially considered the licence fee poor value changed their minds after nine
days without BBC services. v

The BBC contributes £6.5 billion annually to the UK economy. For every £1 the BBC directly adds, a further
£2.55 is generated in the wider economy, producing a total multiplier of £3.55. The BBC supports over
77,000 jobs across the UK, with 50% of its direct economic impact generated outside London. It is the
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largest single investor in original UK content, spending £1.6 billion in 2024/25, and commissioned over
500 TV and radio productions from independent producers in the same year. The creative industries are
one of the eight growth-driving sectors identified in the government's Industrial Strategy; sustained
investment in the BBC is an investment in the growth agenda at no additional cost to the majority of
households. @2

New analysis cited in the BBC's consultation response estimates that the UK's audiovisual and
broadcasting sector would have been approximately £13 billion larger in 2023 had BBC public funding
been maintained at a steady level in real terms between 2012 and 2023, representing a cumulative loss of
£62 billion in GVA over that period. The case for stable, independently determined funding is not merely
about fairness to the BBC; it is an argument about economic growth. @2

Anticipated Objections and Responses

"This is just a tax by another name." It is a fee for a universal service, collected as it is now. The
theoretical opt-out remains: a household with no device capable of displaying video content would not be
required to pay. The administrative and legal framework is unchanged. What changes is the scope, which
is updated to reflect how audiences actually consume media in 2026, not in 1946.

"People who don't watch the BBC shouldn't have to pay."” The BBC is a universal service. Everyone in the
United Kingdom benefits from it, whether directly through its content or indirectly through its role in the
information ecosystem, the creative economy, and national life. This is a contribution to civic
infrastructure, comparable to the principle that underpins the NHS or public libraries: the value lies in
universality itself, not solely in individual consumption.

"The BBC needs to learn to do more with less." It has been doing more with less for fifteen years. Real-
terms funding has fallen by 40%. The BBC has made £1.35 billion in savings in this Charter period alone.
The result is fewer journalists, fewer specialist programmes, a declining World Service, and reduced
capacity to invest in the technology and innovation that the Green Paper itself identifies as priorities. At
some point, doing more with less becomes doing less with less. That point has been reached.

"An Independent Funding Commission duplicates the NAO or the OBR." 1t does not. The National Audit
Office audits value for money after the fact. The Office for Budget Responsibility forecasts the economy.
The Independent Funding Commission would determine the level of resources the BBC requires to fulfil its
public purposes. These are different functions operating at different levels. The German KEF coexists with
audit and fiscal oversight bodies without duplication, as does the Judicial Appointments Commission with
the Commissioner for Public Appointments.

"Why not make it part of council tax?" Attaching BBC funding to council tax would break the
independence principle by making local authorities intermediaries in the collection of a national
broadcasting fee. It would also create regional variation in collection rates and administrative costs, and
would expose the BBC to the political dynamics of local government finance. The BBC requires a
dedicated, independent funding stream with a direct relationship to the households it serves.
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Recommendations

1. The scope of the licence fee should be widened to cover every household with a device capable of
receiving or displaying video content, whether broadcast, live, or streamed, creating a Universal
Licence Fee that reflects how audiences actually consume media.

2. The level of BBC funding should be determined by an Independent Funding Commission, modelled
on the German KEF, whose binding recommendation would be laid before Parliament for ratification.
The government may override the recommendation only on strictly defined fiscal grounds, stated
publicly and subject to judicial review.

3. Members of the Independent Funding Commission should be appointed through the Independent
Appointments Commission proposed in Paper 2 (Governance), ensuring the body that determines
BBC funding is itself insulated from political influence.

4. The permanent Charter should mandate the existence of the Independent Funding Commission
and the principle of funding adequacy: that the government has a responsibility to ensure the BBC
receives adequate resources to fulfil its public purposes. The Operating Agreement should specify
the Commission's detailed composition, procedures, evidence-gathering powers, the funding

mechanism in use, the quantum for the current period, collection arrangements, and exemptions.

5. Advertising and subscription should be rejected as incompatible with the BBC's universality and
independence. A tiered BBC is a contradiction in terms: the value of the BBC lies in the fact that we
all get the same service. General taxation should be rejected as too vulnerable to political
interference.

6. No further obligations should be imposed on the licence fee without corresponding funding. The
World Service should return to full government funding as a strategic national asset (see Paper 5,
Information Security). S4C funding, any proposal to fund MG ALBA from the licence fee, and the
over-75s licence fee concession should be funded directly by government, not from the licence fee.

7. The broadening of the licence fee's scope must not be used as an occasion to reduce the fee. The
additional revenue from newly contributing households should be directed to reversing the damage
of fifteen years of real-terms cuts and funding the new responsibilities the Charter will bring.

8. Subsidies or exemptions for low-income households should be a fully funded political choice by
government, not an unfunded obligation imposed on the BBC. The debacle of the over-75s licence
fee concession must not be repeated.

9. The Independent Funding Commission's assessment must include a ring-fenced component for
research, development, and technology investment, commensurate with the BBC's reinstated
technology purpose (see Paper 4, Technology).

10. The black and white television licence should be abolished. It is an administrative anachronism
used by a negligible number of households, and its continued existence complicates the collection
framework for no discernible public benefit.

Cross-references: This paper is the third in a suite of five. For related proposals, see: Paper 1 (Independence) on the
permanent Charter and Operating Agreement framework, including the constitutional case for independent funding
determination; Paper 2 (Governance) on the Independent Appointments Commission, which would appoint members of the
Funding Commission; Paper 4 (Technology) on the investment case for BBC research, development, and digital
infrastructure; Paper 5 (Information Security) on the strategic case for returning the World Service to government funding.
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