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BBC Funding: The Efficiency
Dividend N

Restoring the BBC’s National and Global Leadership through a FOUNDATION
Net-Zero Funding Shift

1. Executive Summary

As mentioned in our other papers, the BBC faces a structural crisis: a £100 million annual
investment gap in children’s services and technology leadership compared to its 2002
benchmark. Simultaneously, the current Licence Fee model is failing, with £137 million
wasted annually on collection and enforcement.

This paper proposes a Net-Zero Funding Shift. By transitioning to an automated "Digital Civic
Infrastructure Fund," the BBC can eliminate administrative wastage, capture lost revenue from
evasion, reconnect with citizens that have rejected its services, and lower the cost of living for
UK households while supercharging its investment in the next generation.

2. The Case for Restoration: The 2002 Benchmark

The year 2002 represents the high-water mark for the BBC's proportional investment in the
future.

e Children’s Services: In 2002, the BBC invested £156m (2025 prices) in children’s
content, achieving, for example, a 48% weekly reach for CBeebies. Today, spend has
reduced to £89m.

e Technology Leadership: 2002 saw the peak of digital investment (3.5-4.0% of income)
during the launch of BBC Online and digital TV.

e The Gap: Restoring these proportions requires an additional £65-70m for children’s
content and £25-40m for technology and R&D.

3. The Funding Leak: Why the Current Model Fails

The device-based Licence Fee, more recently converted to a clumsy “usage” model, is an
anachronism that costs more to maintain than the value it recovers from objectors.

e The Collection Drain: The BBC spends £137 million annually on collection and
enforcement.
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e Evasion & Opt-Outs: Roughly 5 million households (20% of the UK) do not
participate, including 3.6 million legal "No Licence Needed" declarations and a record
12.5% evasion rate.

¢ The Student/Young Audience Trap: Younger demographics are increasingly
"conscientious objectors," either opting-out for fear of criminalisation or viewing the fee as
a tax for a service they do not use, reinforcing a generational "behavioural drift" away from
the BBC.

4. The Solution: A Digital Civic Infrastructure Fund

We must reframe the fee as a contribution to national Digital Civic Infrastructure

A. The "Net-Zero" Household Dividend

By automating collection through Council Tax or ISP Billing (see below) the BBC can deliver
a cost-of-living win:

¢ Reclaimed capital: The £137m collection budget is redirected into content and R&D.

e Lower fees: By marginalising evasion and removing admin costs, the annual fee could
drop from £169.50 to approximately £145-150, while still funding a £100m investment
uplift.

B. Expanded Implementation Models: Mechanisms for a Net-Zero Shift

To bridge the £100 million investment gap and eliminate the £137 million administrative
drain, the 2028 Charter must adopt one of the following three collection mechanics. Each
model is designed to be ‘net-zero’. The savings from ending the current ‘chasing’ system fund
the restoration of children’s and technology services.

Model 1: The Banded Civic Levy (Council Tax Integration)

This model replaces the flat-rate fee with a contribution tied to the existing local government
billing infrastructure.

e How it Works: The BBC fee is added as a dedicated line item on the annual Council Tax
bill, similar to police or social care precepts.

e Progressivity: Unlike the current flat £169.50 fee, this can be banded. Band A
households (typically lower income) would pay significantly less than the current rate, while
Band H households pay a higher contribution, ensuring the system is not regressive.

o Efficiency Gain: Collection is handled by local authorities with near-100% compliance,
immediately liberating the £137 million currently spent on TV Licensing’s private
enforcement contracts.

e Global Precedent: Italy successfully introduced a similar ‘utility-link’ by adding the fee to
electricity bills, which caused evasion to plummet and allowed for a reduction in the
headline fee.

Page 2

@ The Children's Media
FOUNDATION



BBC Charter Review 2028 | Funding: The Efficiency Dividend

Model 2: The Connectivity Contribution (ISP/Broadband Levy)

By applying a ‘Connectivity Contribution’ to all UK broadband contracts, this model generates
the total required Public Service Broadcasting (PSB) income while also providing the
‘efficiency dividend’.

The goal of Model 2 is to match the BBC's current PSB income - approximately £4.1 billion -
while incorporating the identified investment needs.

¢ Replacing the Core Fee: The levy is calculated to cover the existing operational costs of
the BBC (TV, Radio, World Service).

e Capturing the "Efficiency Dividend": By removing the £137 million collection cost and
the £550 million lost to evasion, the model creates a surplus.

¢ Funding the Restoration: This surplus is then used to bridge the £100 million annual
gap for children’s services and technology R&D.

Under this model, the "cost per household" can actually decrease because the pool of
contributors expands to include the 6.6 million households currently opting out or evading.

This model acknowledges that the BBC’s primary value in 2028 is as a digital platform rather
than a linear broadcaster.

e How it Works: A small, fixed monthly fee (e.g. £12-£14) is added to all residential
broadband contracts. ISPs act as the collection agents.

e Technological Alignment: This also directly funds the £25-40 million technology gap,
supporting the R&D needed for ‘Safe DNS’, Al Tutors, high-fidelity streaming etc.

e The "Hard Opt-Out": Objectors can choose a "Basic Connectivity" package that
excludes the levy. However, this triggers a Digital Switch, where the household's IP range
is blocked from all BBC digital services, including Bitesize and BBC News Online.

¢ Ensuring digital inclusivity: ISPs already offer Social ISP Tariffs for those on Universal
Credit, Pension Credit, or other hardship benefits. Households on a Social Tariff would be
automatically exempt from the BBC levy or receive a significant reduction. The ISP simply
zero-rates or reduced rates that line item for eligible customers.

e Automatic Enrolment: By using Department for Work and Pensions (DWP) data-
matching, eligibility for these low-cost packages can be verified instantly, removing the
administrative hurdle for the user.

e Public Access Vouchers: For the 6-7% of households that struggle to afford any
broadband at all, the "Efficiency Dividend" (the reclaimed £137m) can fund Digital Access
Vouchers. These vouchers subsidize the basic connection itself, ensuring that the move
to a digital levy actually increases internet adoption rather than decreasing it.

e Global Precedent: Many nations use "Universal Service Funds" related to
telecommunications to finance public interest technology and rural connectivity.

Model 3: The Universal Household Contribution (The ‘German Model’)

This model moves away from "device-based" licensing entirely, viewing the BBC as a
universal civic utility.
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¢ How it Works: Every household pays a set contribution regardless of whether they own
a TV, recognizing that the BBC’s digital, educational, and radio services are available to
all via multiple devices.

¢ Administrative Simplicity: It uses the national address registry (Melderegister) for
billing, removing the need for intrusive inspections or ‘No Licence Needed’ declarations.

e Exemptions: To prevent a backlash among students and the vulnerable, exemptions are
granted automatically based on Department for Work and Pensions (DWP) data-matching
(e.g. those on Universal Credit or student maintenance grants).

e Global Precedent: Germany and Switzerland transitioned to this model to stabilise
funding in the streaming age, successfully reframing the fee as a "democratic contribution"
rather than a TV tax.

Comparison of Implementation Benefits

. Current Council Tax ISP/Broadband .
Metric Model Link Levy Universal Model
Collection || o437 <£15m ~£20m ~£20m
Cost
Evasion 12.5% -
Risk (High) Very Low Minimal Low
Fairness Regressive Progressive Flat (per line) Ellsaégﬁgl d) with
(Flat) (Banded) with mitigation o
some mitigation
Target Linear All Residents || Digital Users All Residents
Audience Viewers

The Goal: By 2028, selecting any of these models allows the BBC to stop spending £137
million on its past (collection) and start spending £100 million on its future (children and
technology).

5. Accommodating the Objectors: The Hard Opt-Out

To ensure fairness and prevent a ‘Poll Tax’ backlash, the system must offer a choice, but with
consequences.

e The Choice: Households can choose to opt out of the Infrastructure Fund.

e The Consequence: A Digital Switch. Opting out results in a loss of access to the
National Classroom (Bitesize), BBC News Online, and iPlayer/Sounds via IP-blocking
and account tokenisation.
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e Protections: Automatic 100% exemptions for students on student loans (on basis
they should not have to rack up more debt to use the BBC’s services whilst in full-time
education) and those on Universal Credit to ensure the system is never regressive.

6. Financial Summary: The Efficiency Swap

Metric Current System Proposed "Efficiency"” Model
Cost to Household £169.50 ~£145.00

Collection Cost £137m ~£15m

Children's Investment £89m £154m

Technology/R&D ~£20m £60m

Net Financial Position Deficit/Gap Fully Funded + Surplus

7. Conclusion

The question for the 2028 Charter is not whether the BBC can afford to restore its services,
but whether it chooses to prioritize administrative overhead or future audiences. By
adopting a net-zero funding shift, the BBC can put money back into families' pockets while
finally closing the £100 million gap that threatens its long-term survival.
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