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Why not Fund the BBC through General Taxation?

A proposal in the UK Parliament to decriminalise non-payment has
sparked debate about the BBC’s licence fee, but LSE’s Bart
Cammaerts argues that this debate should be widened to consider
other ways of funding the BBC and makes a case for funding through
general taxation.

The current debate about the licence fee should be about much more
than whether not paying it constitutes a criminal offence or not. The
BBC is quite rightly a treasured institution in this country and a model
that many other countries aspire to when it comes to a quality public service broadcaster. It
evidently costs money to produce quality television and radio, lots of it — the BBC's total budget as
reported in their 2012/2013 annual report is more than £5 billion of which £3.6 Billion is funded
through the licence fee[1]. However, when it comes to financing public service broadcasters, there
exist a wide variety of models.

In most countries a somewhat hybrid system exists whereby at least part of the budget for public
service broadcasting comes from various commercial activities or advertising, topping up state-
funded resources (about 30% of the revenue of the BBC comes from developing commercial
activities). Many, mostly European countries, such as the UK or Germany, collect a licence fee to
partially fund public service broadcasting. Other countries, such as Belgium, Canada or Australia,
fund public service broadcasting through general taxation.

| believe funding public service broadcasting through general taxation is more preferable than
making everyone buy a licence to watch or listen. Why? Mainly because it is much fairer. When
using general taxation to fund public service broadcasting the richer part of the population
contributes proportionally more than the poorer segment of the population, whereas with a licence
fee rich and poor pay exactly the same. Having to pay a licence fee is, however, more
burdensome as a cost for poor people than it is for the rich or even middle classes.

There are, of course, solid justifications in favour of a licence fee (see BBC’s Andrew Scadding’s
response to MPs). It creates, as is often argued, a direct bond between the citizens — those who
pay and the public service broadcaster — the recipient. It is transparent and relatively speaking
unambiguous, which is important. The public service broadcasters’ shareholders, so to speak, are
their audiences, not the state or the government, which strengthens its independence. The
introduction of funding through general taxation, it is often argued, would break this strong bond
and undermine the sacred independence of the public service broadcaster who would be at the
mercy of political forces, which at times might be stacked against the very idea of public service
broadcasting.

However, the case of North-Belgian public service broadcaster (VRT), which like the BBC has very
high audience rates and a high degree of legitimacy has continued to receive sufficient funds after
the switch from a licence fee to funding from general taxation. There are, of course, fierce debates
between government, parliament and the public service broadcaster in terms of budget and remit.

This is, | would argue, not much different than is the case in countries where a licence fee is
levied. The hefty negotiations taking place in the UK between political actors and the public
service broadcaster leadership in view of signing a new royal charter or when amendments to the
BBC Charter are made, attest to this. The only difference is that the budget which is agreed upon
does not come from a licence fee but from the general taxation pot, which could justifiably be
increased by the same amount as the licence fee raised, but proportionally distribute ° )SS
different income-levels. In any case, part of the money the BBC receives already coi A om
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general taxation (the Department of Work and Pensions pays about £600 million to fund the
licences for those above 75 years old, and which the government is threatening to take away).

As such, | believe that the dangers of moving from a system of licence fee to a system of paying
for public service broadcasting (just like all other public services) through general taxation are
overblown and that such a shift should be part of the emerging debate regarding the financing of
public service broadcasting. It would be a much fairer system and also evasion proof (evasion is
estimated to be over £180 million a year). It would furthermore represent a saving of about £125
million on a yearly basis, which is reported to be the cost associated with collecting the licence
fee. In other words, by switching to a funding system based on general taxation rather than a
licence fee over £300 million could be saved while at the same time getting rid of a flat-tax which
hits the poor disproportionally hard.

This article gives the views of the author, and does not represent the position of the LSE Media
Policy Project blog, nor of the London School of Economics.

[1] figures from http://downloads.bbc.co.uk/annualreport/pdf/2012-13/bbc-full-financial-statements-
2012-13.pdf
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