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BAMMJ 1

Discuss whether or not the BBC should be allowed to take advertising and sponsorship in order to fund its new digital channels. What would the implications be for public service broadcasting?

Public service broadcasting in the United Kingdom consists of ITV, a commercially funded network, and the BBC, which when established in the 1920s was funded by annual taxation in the form of a licence fee. Heralded as the world leader in broadcasting and a globally recognised media company, the BBC has changed significantly from its formation and has recently expanded as a digital broadcaster. As the organisation grows, it appears to be increasing its commercial activities to order to fund this. Supporters of this approach argue that this is necessary in order to remain competitive, while critics suggest that this detracts from its public service role. 

Paddy Scannell (1990, p.11) suggests that the Peacock Committee of 1986 “experienced some difficulty” in defining the role of public service broadcasting, as broadcasters were unsure of this. However, it can be considered that its role as a public service broadcaster was defined by the Sykes’ Committee (1923), formed by a cartel from the radio industry, and is dictated by the public. 

The BBC when formed was to be “in the form of a public service monopoly” (McNair 2002, p.77) via two government appointed committees: The Sykes Committee of 1923 and the Crawford Committee of 1926.

When outlining the guidelines for the BBC, the Sykes Committee said:

Broadcasting must be regarded as a valuable form of public property…and should be subject to the safeguards necessary to protect the public interest in the future (Scannell 1990 p.12 cited Sykes 1923:11).

This comment would appear to present the BBC as an important media organisation that should be free from outside interests and that it should serve the nation in the manner deemed most appropriate by the public. This may therefore perhaps reflect the view that the BBC stands as the model for public service broadcasting in the UK, protecting the standards it has set in the industry and “promoting a sense of Britishness and national community” (McNair 2002, p.77). Should advertising and sponsorship be permitted for the BBC’s digital service, it could be suggested that this would leave the BBC at the dictatorship of their demands, rather than working to the recommendations of the committee. 

The BBC’s first Director General, John Reith, was a firm believer in the philosophy of serving the nation, rather than commercial interests. Scannell (1990, p.13) believes that Reith had “an overriding concern” for maintaining high standards. This is supported by Reith’s remark that “the supply of good things will create a demand for them” (Williams 1996, cited Reith). This seems to suggest that he believed that if the BBC produced quality, it would gain the revenue it desired from a mass audience. From the perspective of advertising, Reith’s claim may be seen to relate today. The BBC’s reputation for producing high quality programming may be to their favour should it take outside funding for its digital channels, as it could be argued that advertisers may be attracted to proven successes. However, it can be argued that the comment ignores the nature of the licence fee, which provides a guaranteed income to the BBC, although it has to justify this if its ratings fall below an agreed level.

In 1955, ITV was introduced with an alternative method of public service broadcasting funding. Rather than a compulsory licence fee, the network would gain its revenue through advertisers. The channel, it was hoped, would encourage greater competition in the industry, rather than a monopoly, although McNair (2002, p.79) suggests “its survival…depended on their ability to produce a service popular with the audience”. This system, it can be considered, places greater emphasis upon ratings, as advertisers would be paying for their audience reach. Furthermore, the Broadcasting Research Unit (1985) outlined that the BBC should have universality of appeal across a wide range of tastes. Should advertising and sponsorship be used, a concern could be raised that channels such as BBC 4, which provides Arts programming and its other channels with smaller audiences may suffer, as it may be that advertisers would be less reluctant to advertise on these channels. If this were the case, would the BBC need to generate additional income to support the operation of these channels to maintain this universality? 

Margaret Thatcher attempted to further increase competition to the BBC in the 1980s. The unpopularity of the licence fee, traditionally associated with the government and which Thatcher called “A compulsory levy enforced by criminal sanctions” (Thatcher 1986). 

Thatcher wanted to create a free market by “deliberately rejecting the role…allocated to public service institutions” (Harvey, 2002, p.221). Whilst she could be criticised for breaking with the BBC’s role as broadcaster for the entire nation, the ideology of a free market, she believed, would create greater choice for the viewer from the increased competition for revenue, rather than the BBC being “unresponsive to its audience” through its licence fee (McNair 2002, p.85). However, an argument against this could be suggested in that the income received from the licence fee has enabled them to take financial risks that otherwise would not be taken with advertising. If a formula appears risky, it could be considered that an advertiser or sponsor is less likely to invest. The income from the licence fee however, allowed the BBC last year to invest three hundred and twenty four million pounds on drama and three hundred and thirty four million pounds on factual and learning programmes. Whilst the BBC has had failures, it could be suggested that the BBC’s investment from their revenue allows it to achieve its aim of providing high quality programming. 

Thatcher’s recommendation for the BBC to become commercialised was rejected by the Peacock Committee (1985) and a recommendation was given that the BBC’s quality was to be protected. This would support Scannell’s view that:

The operation of so important a national service ought not to be allowed to become an unrestricted commercial monopoly. 

This would appear to suggest that the BBC needed the continuation of its licence fee in order to maintain the traditional view of public service broadcasting and to prevent an entirely privately operated industry. With Sky becoming an increasingly dominant digital broadcasting operator, there could perhaps be seen to be a danger of the BBC losing revenue from advertising, should the advertisers decide to use Sky. This could perhaps be seen the reason for ITV Digital’s collapse in 2001. The popularity of Premiership Football attracted major advertisers to Sky and Ford as a sponsor, whilst ITV’s advertising revenues as a result of broadcasting what many felt to be ‘second rate football’ were much lower. Furthermore, with ITV having fewer digital channels than the BBC and Sky, it could be thought that the increased competition that the BBC would bring to digital television through commercials and sponsorship would leave ITV with a smaller percentage of the high-paying advertisers. It is possible that a takeover, which Viacom is considering, may be necessary for ITV in order to compensate for its current decline in advertising revenue.

The move towards subscription based funding that Peacock recommended however, posed potential problems for the BBC. A key principle of its mission is the concept of universal access, allowing the entire nation to have the opportunity to view. As Scannell says:

People will choose what they want and pay for what they get. But consumers are not equal in their purchasing power (1990, p.26). 

In a report to the licence fee review panel in 1999, the BBC recognised this problem, stating that:

Audiences see it as the BBC’s duty to pioneer, bringing the benefits of the digital age to all licence-fee paying household in the UK, and ensuring the new ‘information society’ is not confined to a socio-economic elite, but becomes a reality for every British household (BBC 1999, p.4)

Yet the funding was necessary in order to achieve the governments’ plan to move completely towards digital broadcasting, although in its White Paper acknowledged the process would be a “progressive introduction”. Whilst this kept the BBC unchanged at the time, the government were in strong favour of the removal of the licence fee. “The government looks forward to the eventual replacement of the licence fee” (Williams 1998 p.95, cited White Paper Report 1994, p.8). It could be that this decision has forced the BBC to spend last year almost two hundred and eighty million pounds on its digital service (BBC Annual Report, 2002) in order to compete with Sky, who introduced the concept of interactivity through concepts such as Sky News Active. If the BBC had moved into the digital market earlier, would its expenditure be as high?

Critics of Peacock’s approach, such as Williams (1996, p.149) are sceptical of the funding such as subscription and, in particular, pay per view, arguing that:

New Technology not only forces us to envisage fresh ways of organising broadcasting; it also insinuates slick systems to charge us for tuning in.

Whilst those originally opposed pay per view claimed it would be unaffordable for the viewer, its popularity now, combined with giving consumer sovereignty, the idea of placing the viewer in control of their viewing, could be suggested to counter this statement. The concern though, as Goodwin, writing on the consequences of the post-Thatcher era in broadcasting, was that subscription television; especially pay per view “Could lead to a ‘siphoning off’ of programming from free TV” (p.157). 

If subscription was not the solution, this left the BBC with little choice but to seek funding from advertisers and sponsors. “In an increasingly fierce competitive environment” (BBC evidence to the licence fee panel, 2002, p.4), the possibility of higher returns than the licence fee generates may appeal to the BBC. However, McNair (2002, p.87) fears that “With more advertising ‘slots’ available, advertisers would be in the position to influence content”. An example of this can be seen through Coca Cola, which refuses to advertise during programming such as news and religion. Given that public service broadcasters are expected to produce this programming then, once digital broadcasting replaces analogue broadcasting, there is a possibility that advertising for these programmes may be hard to find, and indeed, if found, that the revenue from this would be lower in comparison to more popularist programming. This may be an even greater problem for ITV. Though they regularly win news awards, the BBC draws the largest audience for the two for its coverage. Therefore, would there be a scarce of advertising for ITV?

The greatest concern critics of advertising have however is its effect upon minority interest programming through increased popularist programming, particularly entertainment. Williams (1996, p.39) in particular was worried that “We spend heaps trying to establish what people want, then we give it to them”. He feels that broadcasting today focuses more upon profits than its public service role, ignoring quality and universal programming. Though the BBC have spent vast amounts of money on programming such as “Walking With Dinosaurs”, which cost six million pounds and took three years to make (“Walking With Dinosaurs” website, BBC Online 2000) and more recently has extensively marketed “The life of mammals”, it could be accused of this through its purchase of the National lottery, argued to be more suitable for ITV as a commercial network, and Fame Academy, which could be strongly felt to be programming competing with ITV’s “Popstars: The Rivals”.

These views are supported by fears that:

Those hostile to ‘commercial’ television feared that the need to attract large audiences would lead to endless game shows, cheap sitcoms and American imports (Barwise et. Al 2002, p.206).

This may be supported by the example of Channel Four. Established in the 1980s with the goal of being innovative and attracting a younger audience, it could now be accused of increasingly using American programming such as Friends and Futurama, which provide viewers at a low cost to the company due to the falling commercial revenue of ITV. This opposition of popularist programming would contrast with Barwise and Gordon’s argument that ITV in the 1970s:

Discovered that viewers’ appetite for popular programmes, and advertisers’ appetite to reach this mass audience, led to viewing and advertising revenues much higher than anyone had anticipated” (Barwise et. Al 2002, p.206).

It is probable that with the increased choice and competition that digital broadcasting brings, the idea of audience fragmentation, whereby an audience is split by the ability to watch what they want on one or a small number of channels, becomes increasingly evident. In 1996, Williams argued that “It is not in the networks’ financial interests to spread their commitments”. This would suggest that with the lower viewing figures for a channel, the financial risks increase due to a mass of channels competing for the same audience. 

The BBC seem aware of the dangers of the fragmented audiences and the existing decline in advertising revenue in broadcasting and claim that:

The BBC is pursuing all options…through improving licence fee collection performance, growing cashflow from commercial activities…(BBC 1999, p.33)

However, the document, a report to the government in an attempt to justify its licence fee, could be argued to have a large bias towards the positive aspects of the organisation and does not detail the full extent of its commercial activities. The BBC is extensively marketing The Tweenies in the UK and abroad, and before this the Teletubbies. Further to this, the BBC has aimed to: 

…Generate more income by selling is programmes more aggressively abroad as television follows other industries into becoming more global (Barwise et. Al 2002)

Whilst the BBC could be criticised for straying from the Crawford Committee’s recommendation that it should be “free from commercial domination” (McNair 2002, p.77), it could be argued that as “One of the world’s leading public service broadcasters” (Davis 1999, p.1), it is allowing worldwide access to its programming. However, here ITV are at a large disadvantage. The BBC’s catalogue of programming, as the first public service broadcaster, is far larger than ITV’s and therefore this could be argued to be unfair competition that allows the BBC to become more powerful and ITV to fall further behind. 

The main argument that the government appear to suggest against the BBC is its combination of the licence fee with its increasing commercial activities. In a letter from the Public Accounts Committee in 1999, David Davis says:

I have a particular interest in that part of the BBC Funding Panel’s considerations that deal with the mechanisms to ensure that the BBC is trading openly and fairly in commercial markets (Davis 1999, p.1)

This concern was similarly raised by Scannell (1990, p.21) “Why should people go on paying the BBC? It will…become one service out of many”. This suggests that the lincence fee is outdated and that the greater choice of non-compulsory broadcasting means that the BBC should not force its funding any longer. However, when compared to Sky, at an average cost of £347 a year to the viewer, the BBC’s licence fee appears far cheaper. 

In conclusion, the BBC’s reputation as a world leader in the industry could be argued to be in need of protection. With ITV’s digital channel failing and its advertising revenue falling, it may be that in this increasingly competitive age, the competition is likely to be from Sky. Though its commercial activities may appear unfair towards ITV, one could argue that this may be the only method of the BBC staying as an independent company, rather than being purchased by another media organisation. The danger of advertising however is that the concentration of audiences may make seeking advertisers more difficult, and therefore the guaranteed income from a subscription may be more appealing than the risks of advertising, despite the potential for higher revenue. Perhaps the solution here is for closer government scrutiny of how the BBC operates and a regulation upon the scale of its commercial activities. 
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