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VLV analysis of the implications of the funding settlement awarded to the BBC which is due to
run from April 2022 for five years shows that if inflation in production costs continues at its
current level and the BBC continues to provide the services it does today, the BBC will be in
deficit by between approximately £3bn and £5bn in 2027.
VLV, which represents citizen interests in broadcasting, is concerned that under such financial
pressure the BBC is likely to be unable to continue to maintain the range and quality of
existing services for UK audiences and is likely to focus on providing content which is more
commercially attractive to broadcasters around the world. This would undermine the BBC’s
delivery of UK-specific public service content which benefits British society.
Summary:


VLV analysis of public funding shows that public funding for BBC services for UK
audiences had already declined by 25% since 2010 in real terms while production costs
have risen considerably since then.



The BBC has exceeded its savings goals set in 2015. Since 2016 it’s predicted to have
saved more than £950m, with the original forecast being £800m.



The genres and channels which will see reduced investment in 2021/22 and are likely
to continue to do so moving forwards are news/current affairs, especially in the
regions/local, BBC 2 and BBC 4.



Inflation in production costs is rising. Inflation varies according to the genre being
produced but it ranges from 9% to 35% for drama, partly due to intense competition
from streaming services.



Emerging financial threats include campaigns to defund the BBC, encouraged by the
continuing debate about decriminalisation of non-payment of the TV licence and a
potentially inadequate funding settlement for the BBC.

Licence Fee Income & Inflation in Production Costs
VLV analysis is of PUBLIC FUNDING for the BBC since the 2010 licence fee settlement. Our
focus is on public funding because we are concerned that licence fee payers are not aware
that since 2010 a significant proportion of TV Licence income has been diverted to fund other
projects (such as broadband rollout).
The problems with this approach for citizens are:
-

It reduces the connection between the TV Licence and funding BBC output for the
benefit of the audiences who pay for it (although the TV Licence is not specified to fund
the BBC).
It makes the process and system of funding the BBC more opaque.

-

VLV would like to see a better process instituted to negotiate BBC funding which is
more transparent and subject to public and Parliamentary scrutiny.

While predictions of inflation in the coming five years vary wildly, we have set CPI inflation at
3% as an average during this period. According to the Financial Times (6.10.21), RPI inflation
is expected to peak at over 7% next spring and average about 4% over the next ten years,
implying CPI inflation averaging 3%.
Inflation of production costs will put significant pressure on the BBC during the coming 2-5
years as can be seen in the charts below, leading to a guaranteed deficit unless the BBC
makes further cuts:

The chart below shows BBC public funding 2010/11 and 2020/21 onwards. It is not possible
to calculate BBC inflation adjusted income for 2022 onwards because of uncertainty about the
economy, but with inflation currently estimated to be 6% in 2022, BBC real terms income will
be worth significantly less once it is inflation adjusted.

Between 2010 and 2019, the BBC’s real net public funding was cut by 30%. It has now
managed to claw back some of that because over 90% of households that previously received
free TV licences but are no longer entitled to them have paid up since August 2020, thanks to
a well-executed communication campaign.
Allowing the TV Licence to increase by 4.4%, in line with general inflation, would be
equivalent to just 13.4p/week from 2022, paid by all households except for those with
someone aged 75+ in receipt of Pension Credit, who still receive free TV licences.
If the BBC is forced to make cuts, this will affect all UK households, but especially those with
only free-to-air TV and radio, who tend to be less well-off and older.
The BBC remains by far the biggest investor in UK public service content, however defined, as
well as the most trusted news source in Britain and around the world. Its defunding, in
combination with the market and technology trends (more competition, changing
consumption patterns and higher costs), represents the biggest long-term threat to UK PSB,
trusted news and much else.
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