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SUMMARY

Channel 4 Corporation (C4C) plays a key role in British broadcasting and the 
wider creative industry of the UK. It commissions all of its British programmes 
from UK independent production companies. Its primary source of income is 
advertising and any surplus generated is put back into funding content.

It has a unique remit which includes championing an alternative point of 
view and being innovative and distinctive. C4C is a creative success, has had 
a positive social impact through programming including the Paralympics and 
initiatives such as the 360 Diversity Charter and plays an essential role in news 
plurality in the UK.

BBC Charter Review, Ofcom’s Third Review of Public Service Broadcasting, 
a review of the Terms of Trade and a consultation on retransmission fees and 
the electronic programme guide have made for a turbulent 12 months for the 
broadcasting industry. The emergence 11 months ago of the first reports that 
the Government was looking at options for C4C, including privatisation, have 
added to this sense of flux. We are concerned about the cumulative impact and 
uncertainty this additional appraisal is having on the wider creative industries.

The Secretary of State has told the Committee that he has maintained the position 
that the Government is looking at all ownership options for the broadcaster. He 
has made clear his view that with the media landscape changing faster than at 
any other time, the future for C4C is very uncertain. He is concerned that there 
are significant risks for a publicly owned but commercially funded broadcaster 
which is almost wholly dependent on advertising revenue.

Sustainability of C4C

Broadcasting is a fast-moving industry and the way in which content is consumed 
has changed in the last 10 years to include mobile devices and new distributors. 
This is seen most markedly amongst the younger viewers who make up C4C’s 
key demographic. However, C4C has demonstrated its resilience in the face of 
these changes, diversifying its content supply and its revenue streams in order 
to meet the challenge.

C4C’s Annual Report for 2015 demonstrates that the share of viewing to the 
main channel increased last year as did the share of viewing across its portfolio 
in peak-time across all individuals, including 16–34-year-olds. It received 
nearly £1 billion from advertising revenue and currently maintains significant 
reserves. The Committee believes the evidence shows that, as far as it is possible 
to predict the future, C4C is sustainable for at least the remaining eight years 
of its licence term. We believe it is well positioned to withstand possible market 
volatility following the result of the EU Referendum.

Ofcom renewed C4C’s licence for a further 10 year term in 2014. We consider 
that major change should be considered principally at the point of licence 
renewal and not on a constant basis between renewals.

C4C’s remit is drawn from the Communications Act 2003, the Digital Economy 
Act 2010 and its licence. There has been criticism of the robustness of the 
conditions of this remit and, whilst the Committee recognised the complications 
of assessing qualitative goals, we do not think that a perfect system could be 
created.
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Privatisation

The Committee considers that some of the important content that C4C 
produces in news, current affairs and film would be at risk if the organisation 
was privatised and had to operate in a more commercially focussed environment. 
C4C’s roles in commissioning programmes from smaller production companies 
and from outside London would both be threatened by a privatisation deal.

We are concerned that, notwithstanding assurances given at the point of sale, 
a private owner may seek to dilute C4C’s public service remit in future, in 
order to maximise profit. We draw attention to the risk involved in a sale: once 
a company has passed into private ownership—particularly, as is likely, with 
a C4C sale, into overseas’ ownership—there is no mechanism to control or 
influence its fate.

We heard little evidence to suggest that C4C itself or the creative industries 
would benefit from full or part privatisation. The risks appear to outweigh any 
potential benefits.

Key questions about the future of C4C remain unanswered. If privatisation in 
any part is proposed by the Government we would expect to see a full, public 
consultation on the evidence for a change in the ownership model of C4C. 
However it is our clear preference that the status quo be maintained as there are 
many more risks than benefits involved in privatisation.
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Economic sustainability

1. As C4C’s Annual Report shows, 2015 was a successful year for the 
broadcaster and this indicates that the issues of economic sustainability of 
previous years have now been addressed. We are confident that C4C is well-
positioned to withstand future market volatility including the impact of the 
UK’s withdrawal from the EU. (Paragraph 59)

2. The Committee notes C4C’s diversification strategy which indicates that 
it is well positioned to continue to serve its target demographic across all 
platforms and to add significant digital revenues. (Paragraph 80)

3. We have seen no evidence that the current C4C model is not sustainable 
until the end of the licence period. We are not convinced by the argument 
that C4C is too vulnerable to be allowed to continue as it is. Barring the sort 
of economic cataclysm that would damage all forms of broadcasting, it seems 
clear to the Committee that C4C could fulfil its licence requirements at least 
until the end of its current 10 year term in 2024. (Paragraph 81)

Impact of privatisation on content

4. The Committee recognises that there will never be a regulatory system 
which can judge cultural quality and cultural significance, objectively and 
definitively, not least because these attributes can take a long time to become 
apparent. (Paragraph 99)

5. The Committee notes that no post-legislative scrutiny has been carried out on 
the Digital Economy Act 2010: such an exercise could consider the success of 
regulation so far in assessing the quality of C4C’s activities. (Paragraph 100)

6. The Committee is concerned that in the case of a privatisation or part-
privatisation the different priorities of the relationship between the public 
and private entities could lead to operational tensions. (Paragraph 106)

7. Channel 4 News is important because it provides a different reporting style 
and viewpoint to other public service broadcasters. The Committee considers 
that there is a significant risk that this genre could be adversely affected by 
privatisation. (Paragraph 120)

8. The Committee concludes that the current programming for older children 
and young adults from C4C is unsatisfactory. We strongly recommend that 
C4C demonstrates a greater commitment to making programmes specifically 
for this age group. (Paragraph 127)

9. Although we recognise the limited nature of the current remit, the Committee 
wishes to see Ofcom take action if it determines, using measurable outcomes, 
that C4C’s programming for older children and young adults remains 
inadequate. (Paragraph 128)

10. C4C plays an important role in the UK film industry via Film4, not least in 
terms of cultural exports. The Committee notes that this aspect of C4C’s 
work could be vulnerable if C4C was privatised. (Paragraph 132)

11. The Committee notes that C4C has put a lot of work and effort into its 
360° Diversity Charter and we would be loath to see a private company 
discontinue the good work that C4C has done in this area. (Paragraph 142)
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12. The Committee’s view is that there would be a considerable risk from 
privatisation to the diversity part of C4C’s remit. (Paragraph 143)

13. The Committee concludes that the amount of programming and the amount 
of investment made in the nations and regions, that is, outside London, could 
be adversely affected as a result of privatisation of C4C. (Paragraph 148)

14. We are not confident that the value of retaining the C4C brand would be a 
sufficient incentive to protect the distinctive culture and quality of C4C in 
the event of privatisation. (Paragraph 155)

15. The Committee notes that Ofcom does not have the power to revoke C4C’s 
licence and we are alarmed by the prospect that prospective new owners of 
C4C could walk away from their public service broadcasting obligations, 
with Ofcom unable to prevent this. (Paragraph 174)

16. The Committee has concerns that the same situation in terms of a reduction 
in its obligations as for ITV, could happen in the case of C4C, if subject to 
greater commercial pressures. (Paragraph 179)

17. The Committee notes that once a company has passed into private ownership 
it is very difficult to control what subsequently happens to it, as demonstrated 
by the issues currently facing Viacom, Channel 5’s owner. (Paragraph 185)

18. In the event of any proposal for part or full privatisation of C4C we expect 
the Government to set out its proposition for a full, public consultation. If 
statutory change were proposed we would expect this to be subject to pre-
legislative scrutiny. (Paragraph 189)

19. If regulation by genre quotas was determined to be the best way to preserve 
the remit it would be necessary to determine how those genres were defined, 
and by whom. The Committee would expect Ofcom to play a key role in this 
process. (Paragraph 198)

20. If any form of C4C privatisation is taken forward, it will be necessary to 
consult on the impact of regulatory change, not just on C4C but on the 
public service broadcasting ecology. (Paragraph 199)

Impact of privatisation on creative landscape

21. The publisher broadcaster model with multiple suppliers is a core part C4C’s 
ability to deliver distinctive programming. The Committee recognises the 
need to protect this crucial role for C4C in supporting and commissioning 
smaller companies and recommends that, in the event of privatisation, this 
be made clear as part of their remit. (Paragraph 211)

22. The Committee think a C4C that makes a substantial part of its content in-
house would have an adverse effect on the independent production sector. 
We are alarmed at the prospect of privatisation leading to a reduction in 
spending on independent production. (Paragraph 222)

23. We note the continuous process of reviewing aspects of the broadcasting 
industry is unsettling for the management of C4C. As we noted in our report 
on BBC Charter Renewal, Reith not Revolution, we consider that major 
changes should be considered principally at an appropriate interval such as a 
licence renewal, not on a constant basis between renewals. (Paragraph 226)
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24. The Committee would expect the Secretary of State for Business, Innovations 
and Skills to consider the matter in the event of C4C privatisation as it would 
clearly be a matter of public interest. (Paragraph 236)

25. The Committee is not convinced that the current process of determining 
ownership, if C4C was offered for privatisation, would deliver an acceptable 
outcome for a privatised C4C. (Paragraph 239)

26. As we stated in paragraph 189, the Committee would expect the Government, 
in the event of any proposed privatisation, to ensure that an appropriately 
robust and transparent process of consultation be followed prior to 
Parliament’s consideration of the proposal. (Paragraph 240)

27. The Committee was concerned that, in the event of a privatisation, because of 
the limited number of advertising sales houses, a purchase by a UK company 
could be considered too great a risk under competition law, making it more 
likely that that an overseas company would be the buyer. (Paragraph 252)

28. The Committee has reservations about future potential owners, were C4C 
to be privatised, and we seek greater assurances from the Secretary of State 
that any new owner would be robustly held to conditions which ensured 
no negative impact on the viewer or the creative industries of the UK. 
(Paragraph 263)

29. We do not believe that the current system of licence holder evaluation would 
be suitable for the expectations and protections which should be in place 
for the sale of one of the UK’s major public service broadcasters. We are 
concerned that this is too light touch for a sale of an important UK public 
service broadcaster. (Paragraph 266)

Alternative ownership options

30. The Committee has considered the options of mutualisation and part-
privatisation, as well as full privatisation. We have concluded that the risks 
and uncertainties of these approaches outweigh possible benefits for C4C 
and the creative industries of the UK. The Committee sees no substantive 
argument for changing the ownership of C4C. (Paragraph 285)





A privatised future for Channel 4?

ChAPTER 1: BACKGROUND

1. Channel 4 Corporation (C4C) is a publicly owned but commercially funded 
public service broadcaster with a distinctive role in British broadcasting. It 
has no in-house production, but commissions all of its British programmes 
from UK independent production companies. Its primary source of income 
is advertising and any surpluses either go back into paying for content or 
to maintain a cash reserve against any future shortfall in revenue. It uses 
revenue from its more profitable genres to cross-subsidise loss-making genres 
such as news and current affairs.

2. Parliament has given C4C a specific remit, regulated by the Office of 
Communications (Ofcom). The six principal obligations of the current remit 
as described by Channel 4 are:

• Be innovative and distinctive

• Stimulate public debate on contemporary issues

• Reflect cultural diversity of the UK

• Champion alternative points of view

• Inspire change in people’s lives

• Nurture new and existing talent 1

3. C4C is a statutory corporation with a unitary board of non-executives, 
including the Chair, (appointed by Ofcom, subject to government approval) 
and executives (appointed by the board itself). Channel 4 is the main channel 
of C4C and currently has the sole responsibility for delivering the remit. 
C4C has also developed a portfolio of non-PSB commercial channels (More 
4, E4, Film4, 4Seven and 4Music), as well as five HD and +1 channels and 
the All4 digital service.

4. Throughout this report the term that will be used is C4C unless specifically 
referring to the main channel which will be referred to as Channel 4. We 
recognise that many who gave evidence use Channel 4 as shorthand to refer 
to C4C.

5. Channel 4’s audience share last year was 5.92 per cent, making it the fourth 
most watched channel in the UK, after BBC1, ITV and BBC2. The audience 
share for the entire C4C portfolio of channels was 10.63 per cent, ahead of 
BBC2. C4C reported total revenues for 2015 of £979 million, making it the 
fourth biggest broadcaster in the UK in terms of revenue, behind BSkyB, 
BBC and ITV. The high quality of its output is internationally recognised. 
This year C4C won more Royal Television Society (RTS) Programme 
Awards than any other UK channel and had 26 British Academy of Film 
and Television Arts (BAFTA) TV nominations, winning seven.

1 Channel 4 Corporation, Key Facts about Channel 4 (2016): http://www.channel4.com/media/
documents/corporate/C4_KeyFacts_2016.pdf [accessed 23 May 2016]

http://www.channel4.com/media/documents/corporate/C4_KeyFacts_2016.pdf
http://www.channel4.com/media/documents/corporate/C4_KeyFacts_2016.pdf
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6. C4C plays an important cultural role in the UK as a public service broadcaster 
with unique responsibilities. An Ipsos MORI survey commissioned by C4C 
in 2014 showed that Channel 4 scored significantly higher than other public 
service broadcasters on delivering on important remit characteristics such 
as cultural diversity and distinctive programming; as a home for alternative 
voices and showing the views of minority groups in society; and for taking 
risks and tackling issues other channels would not.2 Channel 4 has been a 
major factor in the creation, development and success of the UK independent 
production sector which now has a turnover of £3 billion per year.

7. Since its launch in 1982, Channel 4’s structure, ownership and remit have 
been reviewed on a regular basis by Parliament. The Broadcasting Act 1980 
set up Channel 4 as the Channel 4 Television Company, with a not-for-
profit, publicly owned model, as a subsidiary of the broadcast regulator, 
the Independent Broadcasting Authority (IBA). It required Channel 4 
“to ensure that the programmes contain a suitable proportion of matter 
calculated to appeal to tastes and interests not generally catered for by ITV” 
and “to encourage innovation and experiment in the form and content of 
programmes”.3 The Channel’s costs were to be paid by the ITV companies, 
who were given the rights to sell advertising on the Channel. Its programmes 
were regulated by the IBA, which had the right to intervene ahead of 
transmission, and there was an IBA executive on the Channel 4 Board.

8. The Broadcasting Act 1990 changed the status of Channel 4. The IBA was 
abolished and replaced by the Independent Television Commission (ITC) 
which no longer had the power to intervene pre-transmission. The Channel 4 
Television Company became in 1993 the Channel 4 Television Corporation, 
with its chair and non-executive directors appointed by the ITC, subject to 
Government approval. It was allowed to sell its own advertising, but with 
a ‘safety net’ arrangement with ITV to guarantee its income at a certain 
level. It was granted a 10 year licence. The remit was expanded to include 
a formal commitment to high quality news and current affairs, education 
and programmes of European origin and to set a percentage of original 
programmes to be commissioned from independent producers. The ITC 
was to regulate the channel’s output with reference to both quantitative 
measures (quotas) and qualitative assessments of the output.4

9. The Broadcasting Act 1996 made possible the abolition of the ‘safety 
net’ and the Government decided that from 1999 C4C should be wholly 
responsible for its own revenues and budgets. The Government also allowed 
C4C to launch digital services—whether the existing PSB channel or new 
channels—on the new digital terrestrial multiplexes. In return, the Channel 
committed to licence conditions with new targets such as a new maximum 
for repeats, a higher percentage of specially commissioned programmes 
and strengthened commitments to film, multicultural programmes and 
education and training. The ITC continued its role as regulator.5

10. The Communications Act 2003 replaced the ITC with the Office of 
Communications (Ofcom), a lighter touch regulator which relied less on 
quantitative quotas, but had the duty to review the quality and performance of 

2 Channel 4 Corporation, Annual Report 2014 (2015) p.23–29: http://annualreport.channel4.com/
downloads/Making-an-impact.pdf [accessed 23 May 2016]

3 Broadcasting Act 1980, section 11(1)(a) and 11(1)(c)
4 Broadcasting Act 1990, sections 25, 26 and 27
5 Broadcasting Act 1996, section 83

http://annualreport.channel4.com/downloads/Making-an-impact.pdf%20
http://annualreport.channel4.com/downloads/Making-an-impact.pdf%20
http://www.legislation.gov.uk/ukpga/1981/68/section/11
http://www.legislation.gov.uk/ukpga/1981/68/section/11
http://www.legislation.gov.uk/ukpga/1990/42/section/25
http://www.legislation.gov.uk/ukpga/1990/42/section/26
http://www.legislation.gov.uk/ukpga/1990/42/section/27
http://www.legislation.gov.uk/ukpga/1996/55/section/83
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all public service broadcasting every five years. In 2004 Ofcom granted C4C 
a 10 year licence for Channel 4. The Act required Channel 4 to commission 
a proportion of its programmes from production companies based beyond 
the M25 and to make and broadcast schools programmes. It also prohibited 
Channel 4 from making any programmes itself, without Ofcom’s consent.6

11. The 2004 Channel 4 licence also included quotas for a minimum proportion 
of qualifying original production to be commissioned from independent 
producers; quotas for out of London production; quotas for a specific 
minimum proportion of programming to be originated for the channel; 
and requirements for UK news, current affairs and schools programming. 
In addition, Channel 4 had a specific remit to demonstrate innovation, 
experiment, and creativity; to appeal to the tastes and interests of a culturally 
diverse society; to make a “significant contribution” to the need for PSBs to 
broadcast programmes of an educational nature and of educative value; and 
to exhibit a distinctive character.7

12. The Digital Economy Act 2010 further expanded Channel 4’s remit with a 
series of qualitative requirements which for the first time related to the whole 
of the portfolio rather than only the main channel. It should make “a broad 
range of relevant media content of high quality that, taken as a whole, appeals 
to the tastes and interests of a culturally diverse society”; high quality films, 
news and current affairs; content for older children and young adults, as well 
as using a variety of digital channels and platforms. In addition, the channel 
should support young and innovative talent, stimulate well-informed debate 
and promote “alternative views and new perspectives”, providing “access to 
material that is intended to inspire people to make changes in their lives”.8

13. In 2014, Ofcom renewed C4C’s licence for Channel 4 for a further 10 
years. It retained the 2004 remit and the 2004 quotas and obligations for 
independent production, out of London production, original productions 
and UK news and current affairs. It increased the quota for programmes 
produced in the Nations (Northern Ireland, Scotland and Wales) from 3 per 
cent of volume and spend to 9 per cent by 2020. Ofcom said that Channel 4’s 
licence obligations were “sustainable for the broadcaster over the new licence 
period from 1 January 2015.”9

14. However, a year later Ofcom sounded a note of caution about Channel 4’s 
longer term prospects. In July 2015 it published its review of Channel 4’s 
performance over the period 2010–13 and raised questions about the future. 
It was concerned at the rate at which Channel 4 was losing viewers:

‘‘Recognising that the majority of the main five PSBs also sustained 
audience losses over the review period, the rate of decline for Channel 
4’s reach and audience share was significantly higher. We therefore 
suggested that further declines in Channel 4’s audience reach and share, 

6 Communications Act 2003, sections 231,263,295 and 296
7 Ofcom, Channel 4 Licence (17 December 2004) Section 1.6: http://stakeholders.ofcom.org.uk/binaries/

consultations/renewal-c4-licence/summary/c4.pdf [accessed 4 July 2016]
8 Digital Economy Act 2010, sections 22 and 23 
9 Ofcom, ‘Ofcom confirms terms for new Channel 4 licence’ (11 March 2014): http://media.ofcom.org.

uk/news/2014/ofcom-confirms-terms-for-new-channel-4-licence/ [accessed 13 June 2016

http://www.legislation.gov.uk/ukpga/2003/21/section/231
http://www.legislation.gov.uk/ukpga/2003/21/section/263
http://www.legislation.gov.uk/ukpga/2003/21/section/295
http://www.legislation.gov.uk/ukpga/2003/21/section/296
http://stakeholders.ofcom.org.uk/binaries/consultations/renewal-c4-licence/summary/c4.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/renewal-c4-licence/summary/c4.pdf
http://www.legislation.gov.uk/ukpga/2010/24/section/22
http://www.legislation.gov.uk/ukpga/2010/24/section/23
http://media.ofcom.org.uk/news/2014/ofcom-confirms-terms-for-new-channel-4-licence/
http://media.ofcom.org.uk/news/2014/ofcom-confirms-terms-for-new-channel-4-licence/
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at the rate observed between 2010–2013, could create the risk that C4C’s 
impact could lessen over time”.10

15. Ofcom suggested a number of possible options to help C4C, including 
giving it a single remit across all its services, which should all be regarded as 
PSB, and as a result giving the digital channels and All4 greater electronic 
programme guide [EPG] prominence.11

16. The background to this inquiry is the reportedly accidental disclosure last 
autumn that the Government was reviewing the future structure of C4C. On 
24 September 2015 a civil servant was photographed entering 10 Downing 
Street with the front page of a confidential document clearly visible. Its title 
was ‘Assessment of Channel 4 Corporation Reform Options’ and the first 
paragraph read “Work should proceed to examine the options of extracting 
greater public value from the Channel 4 Corporation (C4C), focusing on 
privatisation options in particular, while protecting its ability to deliver 
against its remit.”12

17. This is by no means the first time that the privatisation of Channel 4 has 
been on a government’s agenda. It has emerged regularly as an issue, usually 
when the government of the day has been contemplating major changes to 
the broadcasting sector.

18. In the discussions ahead of the Broadcasting Act 1981, there was a strong 
lobby for making the fourth channel a wholly commercial operation as a 
second channel for ITV. That idea was however rejected by the then Prime 
Minister and Home Secretary, Margaret Thatcher and William Whitelaw, 
who opted for the not-for-profit, publicly-owned model, with a distinctive 
remit and a duty to commission its programmes from independent producers.

19. In 1988, the Government’s White Paper Broadcasting in the 90s had 
privatisation as its first option for the future of Channel 4. But after lobbying 
by Michael Grade, its Chief Executive, who argued that the Government 
“could have a privatised channel or one with a public service remit, but not 
both”, the Government again rejected the idea.13

20. In 1996, when privatisation was again proposed, this time by John Major’s 
Government, C4C mounted a second successful defence of its status. The 
Cabinet was initially in favour, but Michael Grade warned the Government 
that the easiest way for a commercial owner to boost profits would be to 
replace Channel 4 News with American films. Channel 4’s Chairman, Sir 
Michael Bishop, a strong supporter of other privatisations, wrote a personal 
letter to the Prime Minister, attacking what he saw as “a philistine approach”, 
and persuaded him to drop the proposal.14

21. The issue of privatisation did not arise in the Communications Act 2003. 
However, in 2003 C4C’s new Chief Executive, Mark Thompson, started 

10 Ofcom, A Review of Channel 4 (2 July 2015) Section 3.7: http://stakeholders.ofcom.org.uk/binaries/
consultations/c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf [accessed 13 
June 2016]

11 Ibid.
12 ‘Government may privatise Channel 4, document reveals’, The Guardian (24 September 2015): 

http://www.theguardian.com/media/2015/sep/24/government-considering-channel-4-privatisation-
document-slip-up-reveals [accessed 13 June 2016]

13 Michael Grade, It Seemed a Good Idea at the Time (London: Pan Books, 1999), p.308
14 Maggie Brown, A Licence to be Different (London: BFI Publishing, 2007), pp. 192–199

http://stakeholders.ofcom.org.uk/binaries/consultations/c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf
http://www.theguardian.com/media/2015/sep/24/government-considering-channel-4-privatisation-document-slip-up-reveals
http://www.theguardian.com/media/2015/sep/24/government-considering-channel-4-privatisation-document-slip-up-reveals
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discussions with Channel 515 about a possible merger of the two companies. 
The proposal faced scepticism from Ofcom and the negotiations came to 
nothing after Mark Thompson left C4C to become BBC Director-General 
in January 2004.16

22. When, in the recession of 2008, Channel 4 ran into financial difficulties, 
the then Chairman, Luke Johnson, told the House of Commons Culture, 
Media and Sport Committee that “unquestionably, the very robust and 
successful model that has persisted for over 25 years for Channel 4 needs 
some adaption”.17 Ofcom itself considered privatisation as a possible solution. 
In January 2009 it published Putting Viewers First, its review of PSB for the 
Government’s Digital Britain project. It argued that Channel 4’s financial 
ability to fund its PSB role “was no longer sustainable”.18 It considered part-
privatisation in the form of a merger between C4C and Channel 5. But 
although Channel 5 was enthusiastic, C4C was not and Ofcom’s conclusion, 
after itemising all the potential problems, was pessimistic:

“It is possible that this challenge is too great and that structural 
relationships of this kind cannot be achieved. We recognise that this is 
an ambitious, challenging and complex proposition, and that structural 
relationships are likely to carry significant risks and may be difficult to 
achieve.”19

Ofcom preferred a relationship between C4C and the BBC’s commercial arm, 
BBC Worldwide. 20 This was fiercely resisted by the BBC, whose Chairman, 
Sir Michael Lyons, described the proposal as “pretty extraordinary”.21

23. When the Government published its Digital Britain Final Report, in June 
2009, it rejected part-privatisation of C4C:

“On balance, the government’s conclusion, which has been strongly 
supported by the Board of C4C is that a minority privatisation, even 
on terms that provided significant additional funding over the short to 
medium term to invest in television programming, could not be assured 
of delivering the public policy objectives previously outlined over the 
long term.”22

24. The Government also accepted that a merger between BBC Worldwide 
and C4C was potentially problematical and that a straight transfer of BBC 
Worldwide assets to C4C “would have significant competition implications”. 

15 Channel 5 was rebranded as Five in 2002 and then rebranded as Channel 5 in 2010. For ease of 
reference throughout the report we will refer to Channel 5.

16 Maggie Brown, A Licence to be Different (London: BFI Publishing, 2007), pp. 281–288
17 Oral evidence taken before the Culture Media and Sport Committee, 12 May 2009 (Session 2009–

10), Q 1 (Luke Johnson) 
18 Ofcom, Ofcom’s Second Public Service Broadcasting Review: Putting Viewers First (21 January 2009): 

http://stakeholders.ofcom.org.uk/binaries/consultations/psb2_phase2/statement/psb2statement.pdf 
[accessed 13 June 2016]

19 Ibid.
20 Ofcom, Ofcom’s Second Public Service Broadcasting Review: Putting Viewers First (21 January 2009) 

Sections 1.37–1.53: http://stakeholders.ofcom.org.uk/binaries/consultations/psb2_phase2/statement/
psb2statement.pdf [accessed 13 June 2016] 

21 ‘Transfer of assets from BBC Worldwide to Channel 4 ‘fanciful’’ The Guardian, (11 December 2008): 
http://www.theguardian.com/media/2008/dec/11/lyons-bbc-worldwide-channel-4 [accessed 13 June 
2016]

22 Department for Business, Innovation and Skills and Department for Culture, Media and Sport, 
Digital Britain: Final Report, Cm 7650, June 2009, p 148: https://www.gov.uk/government/uploads/
system/uploads/attachment_data/file/228844/7650.pdf [accessed 13 June 2016]

http://www.publications.parliament.uk/pa/cm200910/cmselect/cmcumeds/415/9051202.htm
http://stakeholders.ofcom.org.uk/binaries/consultations/psb2_phase2/statement/psb2statement.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/psb2_phase2/statement/psb2statement.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/psb2_phase2/statement/psb2statement.pdf
http://www.theguardian.com/media/2008/dec/11/lyons-bbc-worldwide-channel-4
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/228844/7650.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/228844/7650.pdf
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The two broadcasters were encouraged to see what more they could do in a 
less formal partnership.23

25. Before the 2014 general election, a proposal to privatise C4C was circulated 
round government departments, only to be blocked by the then Secretary of 
State for Business, Innovation and Skills, Vince Cable MP, and the Liberal 
Democrats in the coalition government. 24

26. Since the disclosure in September 2015 of the government review there has 
been a growing public debate about the future of Channel 4 (and of C4C as a 
whole) focusing on issues of sustainability and possible privatisation. Among 
those arguing for privatisation are Luke Johnson, the Chairman of C4C from 
2004 to 2010, who has said “I think the argument for continued ownership 
by tax payers of two public service broadcasting networks in the digital age 
is weak”25 and Lord Grade of Yarmouth, Chief Executive of Channel 4 from 
1988 to 1997, who has argued “What you would gain from privatisation is 
you could build a really big media business around Channel 4. I think the 
channel needs to be freed up really to move ahead.”26

27. Press reports have suggested the Government is looking at options including 
the potential sale of a minority stake to a strategic partner.27 C4C have argued 
that part privatisation would be the first step to a full sale of the broadcaster. 
David Abraham, Chief Executive of C4C, said, “History tells us that part-
privatisations are like crossing the Rubicon and realising you’re on a sinking 
ship—once you’ve started you can’t go back”.28

28.  The idea of privatisation generally has been criticised by David Abraham as 
“a solution in search of a problem” and by C4C’s former Chairman, Lord 
Burns, who told this Committee in February: “There would be less risk 
and less innovation. I characterise this as a situation where the more value 
you want to extract from it in a sale, the more you have to compromise 
the channel’s public service obligations.” Lord Burns also argued the case 
for mutualisation which would transform C4C into a mutually-owned, not-
for-profit company, limited by guarantee, with a similar structure to Welsh 
Water. He told the Committee in his ‘exit’ interview that the main advantages 
would be that the Government could take some money out of C4C, if it 
wished, that it would be easier to do joint ventures and that it would provide 
C4C with a “safe harbour rather than having to refight this battle about the 
ownership of the Channel every 10 or 15 years”.29

23 Department for Business, Innovation and Skills and Department for Culture, Media and Sport, Digital 
Britain: Final Report, Cm 7650, June 2009, pp 144–149: https://www.gov.uk/government/uploads/
system/uploads/attachment_data/file/228844/7650.pdf [accessed 13 June 2016]

24 ‘Ministers blocked bid to privatise Channel 4’ The Telegraph, (13 September 2015): http://www.
telegraph.co.uk/finance/newsbysector/mediatechnologyandtelecoms/media/11093533/Ministers-
blocked-bid-to-privatise-Channel-4.html [accessed 13 June 2016]

25 ‘Channel 4 privatisation would be an ‘ideological fire-sale’, says Labour’, The Guardian (25 September 2015): 
http://www.theguardian.com/media/2015/sep/25/channel-4-privatisation-would-be-an-ideological- 
fire-sale-says-labour [accessed 13 June 2016]

26 ‘Michael Grade: Channel 4 sell-off would create media powerhouse’, The Guardian, (7 December 2015): 
http://www.theguardian.com/media/2015/dec/07/michael-grade-channel-4-sell-off-would-create 
-media-powerhouse [accessed 13 June 2016]

27 ‘Channel 4 escapes privatisation after Downing Street intervention’, The Telegraph (10 May 2016): 
http://www.telegraph.co.uk/business/2016/05/09/channel-4-escapes-privatisation-after-downing-
street-intervention/ [accessed 13 June 2016]

28 Ibid.
29 Oral evidence taken on 2 February 2016 (Session 2015–16) Q 2, Q 4, (Lord Burns)

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/228844/7650.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/228844/7650.pdf
http://www.telegraph.co.uk/finance/newsbysector/mediatechnologyandtelecoms/media/11093533/Ministers-blocked-bid-to-privatise-Channel-4.html
http://www.telegraph.co.uk/finance/newsbysector/mediatechnologyandtelecoms/media/11093533/Ministers-blocked-bid-to-privatise-Channel-4.html
http://www.telegraph.co.uk/finance/newsbysector/mediatechnologyandtelecoms/media/11093533/Ministers-blocked-bid-to-privatise-Channel-4.html
http://www.theguardian.com/media/2015/sep/25/channel-4-privatisation-would-be-an-ideological-fire-sale-says-labour
http://www.theguardian.com/media/2015/sep/25/channel-4-privatisation-would-be-an-ideological-fire-sale-says-labour
http://www.theguardian.com/media/2015/dec/07/michael-grade-channel-4-sell-off-would-create-media-powerhouse
http://www.theguardian.com/media/2015/dec/07/michael-grade-channel-4-sell-off-would-create-media-powerhouse
http://www.telegraph.co.uk/business/2016/05/09/channel-4-escapes-privatisation-after-downing-street-intervention/
http://www.telegraph.co.uk/business/2016/05/09/channel-4-escapes-privatisation-after-downing-street-intervention/
http://www.telegraph.co.uk/business/2016/05/09/channel-4-escapes-privatisation-after-downing-street-intervention/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/exit-interview/oral/28403.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/exit-interview/oral/28403.html
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29. Until now the Government has said little about its plans. In January, John 
Whittingdale MP, the Secretary of State for Culture, Media and Sport, told 
the House of Commons:

“The reason why we are looking at different options for the future of 
Channel 4 is to ensure that it can continue to deliver the remit in what 
is going to become a very fast-changing and challenging environment”.30

This report is the first attempt to analyse the possible options in detail and 
we are grateful to the Secretary of State for sharing his current thinking with 
us.

30. In Chapter 2 we look at the case for change—focusing on the views of the 
Government and others that the current model for Channel 4 is no longer 
the best way of delivering value, and on the possible advantages of the 
privatisation options.

31. In Chapter 3 we look at the economic sustainability of the current Channel 
4 model as a publicly owned corporation funded by advertising. If C4C is 
currently in a healthy financial position, what might undermine that over the 
next few years?

32. In Chapter 4 we look at the potential impact of privatisation on content. 
Could Channel 4’s remit be strengthened, regardless of a change of business 
model? If C4C were privatised, would the government be able to protect the 
PSB remit of Channel 4? Would it be necessary to define and quantify the 
remit more precisely before privatisation? Is Ofcom suited to, and capable of, 
adequate regulation of Channel 4 as it currently operates, and as it would 
operate after privatisation? What changes would Ofcom need to make to its 
structure and approach to protect the remit in a post-privatisation world?

33. In Chapter 5 we analyse the potential impact of privatisation on the creative 
landscape of the UK. On the one hand, there could be opportunities for new 
investment, economies of scale, efficiency gains; and on the other potential 
loss of revenue from content to pay dividends and a potential loss of the 
Channel 4 ethos. We also assess the possible value of C4C, who might 
be interested in buying it and what the impact might be on the wider UK 
broadcasting ecology.

34. In Chapter 6 we assess the other potential ownership options for C4C, 
including mutualisation and partnership.

35. We believe that the Government will need to think carefully about all these 
issues before coming to any conclusion on the right future for a broadcaster 
which plays such an important role in British public life and the creative 
industries.
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ChAPTER 2: GOVERNMENT POSITION AND OWNERShIP 

MODELS

37. In the course of its inquiry, the Committee has identified at least seven 
possible options for the Government to consider in its review of the future 
structure of C4C. These are laid out in the box below.

Box 1: Ownership options for C4C

(1) Status quo. Leave the structure and remit of C4C as they are at 
present and review both nearer the time of the expiry of the current 
licence in 2024, unless a dramatic change in the broadcasting 
landscape requires earlier intervention.

(2) Status quo with support from regulatory reform. Leave C4C as a 
publicly owned, not-for-profit company, but assist it with all or some 
of the ideas in the Ofcom 2015 review (such as treating the remit 
as across the whole portfolio, EPG prominence for C4C’S digital 
channels and All4) as well as considering whether changes to the 
terms of trade and to the current policy on re-transmission fees could 
also help sustain C4C’s model.

(3) Leave the structure of C4C as it is at present but look at implementing 
a more closely defined remit.

(4) Mutualisation. Transform C4C into a mutually-owned, not-for-profit 
company, limited by guarantee, with a similar structure to Welsh 
Water on the lines recommended by Lord Burns and described in 
Chapter 1.

(5) Partnership/Merger. Merge C4C with a broadcaster of similar size 
to create a new company to hold C4C’s licences and be responsible 
for the remit, on the model of the mergers proposed in the past with 
Channel 5.

(6) Part-privatisation. Sell part of C4C to a larger media organisation.

(7) Full privatisation. Sell all of C4C to a larger media organisation.

38. The Secretary of State made clear that the Government was still looking at 
every option and had not yet come to a conclusion.31 However he also made 
clear his view that with the media landscape changing faster than at any 
other time, the future for C4C was very uncertain. He was concerned that 
there were significant risks for a publicly owned but commercially funded 
broadcaster that was almost wholly dependent on advertising revenue. He 
drew the Committee’s attention to Channel 4’s problems in 2008 and 2009 
when its management thought that a ‘black hole’ would emerge in its finances 
and it might require public support. He quoted C4C’s evidence on potential 
risks to the Ofcom PSB review in 2015:

“Channel 4 believes the potential downside risks associated with [ … ] 
factors, such as a faster shift to on-demand viewing, the emergence of 
new disruptive entrants, faster fragmentation of audiences, production 
cost inflation outpacing funding, and structural changes to the licence 
fee of TV, outweigh the potential opportunities. Moreover, Channel 4 is 
arguably the PSB most likely to face the future first, given its focus on risk-

31 Q 50, Q 63 (John Whittingdale MP) 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
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taking and trying new things, and also its targeting of young audiences, 
who are the most avid users of new technologies and platforms.”32

39. Mr Whittingdale also quoted the advice of Ofcom in its 2015 PSB review 
that “there is the potential for significant change in this sector over the 
licence period, and a downside scenario could pose significant risks”.33 The 
Government in its written evidence also pointed to a downward trend in 
C4C and main channel audience shares. It pointed out that C4C’s audience 
had fallen from 11.4 per cent in 2010 to 10.9 per cent in 2014 and the main 
channel’s audience (including C4+1 and 4Seven) had dropped from 7 per 
cent in 2010 to 5.9 per cent in 2014, with a fall in average monthly reach 
from 82.1 per cent to 77.4 per cent over the same period. The Government 
was particularly concerned about the main channel’s performance as the 
only channel with PSB status and 90 per cent of C4C’s originations budget.34

40. While not reviewing in detail all the options to deal with this situation, the 
Secretary of State left the Committee in no doubt that he was concerned 
that the status quo options—keeping C4C in public ownership with an 
advertising funded model—left C4C particularly vulnerable to downturns 
in the advertising market. He was also unconvinced by the case for 
mutualisation, which he said Lord Burns had presented to him. He did 
not feel that mutualisation addressed the problem of C4C’s dependence on 
advertising and thought that it diminished accountability. He did, however, 
see a number of potential advantages to greater private sector involvement 
in C4C. He told the Committee, “there is an argument that Channel 4 will 
have a stronger future if it has a private sector partner, either in part or in 
whole, that has deep pockets and is willing to invest in the growth of the 
business.”35

41. He believed that some potential investors had expressed interest because they 
believed that C4C could grow and there could be greater ambition for C4 
with access to investment from a partner.36 He gave the example of Viacom, 
which had recently taken over Channel 5 and had made a commitment to 
increased investment in original, UK-produced, programming.37 He believed 
that at a time when many media companies, such as ITV, were investing 
in production capacity to reduce their dependence on advertising revenue, 
C4C might be strengthened by being part of a bigger company that was 
not just reliant on advertising. C4C could then reap some of the benefits of 
owning more intellectual property from which it is excluded by its current 
model as a publisher broadcaster with 90 per cent of its income coming from 
advertising.

42. Mr Whittingdale also believed privatisation should be able to free up more 
cash for programme making. He argued that the experience of privatisation 
in other areas was that it led to efficiency gains and a more streamlined and 
lower cost operation—and that this would apply to C4C as well: “there is a 
view that the business can be grown, that it can be run more efficiently and 

32 Written evidence from Department for Culture, Media and Sport (SCF0021)
33 Q 51 (John Whittingdale MP)
34 Written evidence from Department for Culture, Media and Sport (SCF0021)
35 Q 52 (John Whittingdale MP)
36 Q 53 (John Whittingdale MP)
37 Q 59 (John Whittingdale MP)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/written/32165.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/written/32165.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32484.html
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that in itself will reduce costs”. He had talked to a large number of media 
companies and there was “no shortage of potential interest”.38

43. The Secretary of State said that work on C4C was part of a comprehensive 
review of Government media policy, including the renewal of the BBC’s 
charter, and the reviews of the terms of trade for independent producers 
and the issue of whether public service broadcasters should be paid re-
transmission fees by the operators of digital platforms such as Virgin and 
Sky.39 The Government’s motivation in exploring the possible privatisation 
of C4C was not to raise money for the Treasury but rather to preserve and 
if possible strengthen Channel 4’s public service remit, which he felt could 
be made more explicit. He was concerned that while it was easy to pick up 
some innovative programmes it was sometimes harder to find them in the 
schedule:

“Part of the difficulty is that Channel 4’s model is to deliver public 
service content, but it does so on its main channel for a bit of the time. 
The rest of the programming is essentially much more popular and is 
designed to raise money to pay for the public service. That has been the 
model for many years.”40

44. He did not believe a privatised Channel 4 would be under pressure to 
abandon or dilute the remit—he saw potential buyers of C4C attracted by 
the strength of the Channel 4 brand and believed that the last thing they 
would want to do was to undermine it by moving downmarket or changing 
the nature of the programming.41 He had not had a figure quoted to him for 
the value of C4C, given the variables, including the remit. If the remit was 
strengthened it might have an impact on price, but that would need to be 
tested. He was also confident that, in any case, Ofcom could be relied on to 
ensure that the remit was not diluted if C4C was in private or part-private 
ownership.42

45. That ownership could be an international company so long as it met the ‘fit 
and proper’ test for being a broadcaster and it met all the commitments of its 
licence including impartiality in news. Whether a significant UK broadcaster 
would be allowed to merge with or take control of C4C would depend on the 
competition authorities.43 (We analyse this in greater detail in Chapter 5).

46. The Secretary of State’s analysis was strongly supported by one of our other 
witnesses, David Elstein, the former director of programmes at Thames and 
BSkyB who as Chief Executive of Channel 5 had been involved in merger 
and takeover discussions with C4C in 2000. He too believed that C4C 
would be vulnerable if it remained a narrowly based standalone broadcaster. 
He saw very considerable scope for cost savings—of the 800 jobs at C4C he 
estimated any significant broadcaster would be able to cut at least 500 if not 
600 of them. He estimated that in 2000, when Channel 5 suggested a merger 
of back office operations, the savings would have been between £130 million 
and £190 million a year. He thought the merger savings available now would 
be in the region of £200 million: “That is the money that is lying on the table 

38 Q 60 (John Whittingdale MP)
39 Q 50, Q 52 (John Whittingdale MP)
40 Q 53 (John Whittingdale MP)
41 Q 52 (John Whittingdale MP)
42 Q 55, Q57 (John Whittingdale MP)
43 Q 60 (John Whittingdale MP)
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because we let it. I think that is a public asset and it is incumbent on us to ask 
why we want to leave it lying on the table.”44 He did not believe that Channel 
4 needed necessarily to be part of a large media organisation to make the 
savings: “there is a lot of wastage in the way it is run at the moment. Anyone 
would be able to dig that wastage out.”45

47. Mr Elstein also believed that the process of privatisation could be used to 
trigger a strengthened remit for Channel 4. At present, his view was that 
Channel 4 could scarcely fail to meet its remit:

“The only formal remit it has is to broadcast four hours of peak time 
news per week, which it has done since the day it launched … and to 
ensure that 35 per cent of its commissions come from outside the M25. 
That is all it has to do. There is no money attached to those obligations. 
Channel 4 spends £50 million a year on news and current affairs. If it 
spent less, nobody could do anything about it. If it cut it in half, nobody 
could do anything about it.”46

48. He did not think that there was a necessary tension between privatisation 
and the remit as Channel 4, which he thought had been allowed to settle into 
“a state of comfortable middle age with reduced obligations, most of them 
verbal, not formal,” had been excused most of the old harder quotas in areas 
such as education and multi-cultural programming. He saw the privatisation 
process as offering an opportunity to reinstate formal quotas, apply cash 
sums to them and see what private companies might offer.47 However, he 
accepted that the amount the Government could raise was linked to the 
remit. A sale at £5 billion would result in a “really crummy Channel 4”48 
and he preferred to raise the barriers higher and have a demanding quality 
threshold for any new owners.

49. Mr Elstein’s view was supported by Compact who believed that the status 
quo might not be the best way to increase investment in production: “An 
inventive, creative approach to a sale could prove a significant boost to a vital 
part of the UK economy.” It did not accept that the ability of the Channel 
to provide significant value to the UK had to change under alternative 
ownership structures: “In fact, to change to alternative ownership structures 
may be an opportunity to strengthen Channel 4’s public service remit.”49

50. In summary, the evidence of those of our witnesses who favoured privatisation 
made clear that their case for change rests on three propositions:

(1) First, they believed C4C is “too small and too dependent” on one 
source of revenue—advertising. They argued that its current model is 
not sustainable in the long term.

(2) Second, they suggested that there are significant potential economic 
advantages of the privatisation options—cost savings, investment, the 
benefits of vertical integration and being part of a larger media group.

44 Q 24 (David Elstein)
45 Q 29 (David Elstein)
46 Q 23 (David Elstein)
47 Q 22, Q 26 (David Elstein)
48 Q 25 (David Elstein)
49 Written evidence from Compact (SCF0024)
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(3) Third, they thought that the current remit and the way that it is 
regulated did not deliver as much public value as they should or could. 
David Elstein argued in this context that “if you could get a maximal 
remit commitment from a buyer and only £800 million cash, that is 
better than a not very good remit and £1.5 billion, because that is 
selling yourself short.”50

51. The following chapters examine these propositions, beginning with the 
central economic question of sustainability.

50 Q 31 (David Elstein)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32175.html
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ChAPTER 3: ECONOMIC SUSTAINABILITY

52. The question of whether C4C’s current model is financially sustainable 
is central to the debate about the future of Channel 4. The Committee 
identified two key issues which needed investigation:

(1) Did C4C’s business model, heavily dependent on advertising revenue, 
make it more vulnerable than other broadcasters to any changes in the 
UK advertising market? On the basis of the best available forecasts of 
the size of that market, was C4C likely to get into financial difficulties 
before the end of its current licence in 2024?

(2) Even if the advertising market was forecast to expand throughout the 
period of the licence, was C4C equipped to deal with the rapid pace of 
change due to market and technological developments51 which posed 
a series of structural risks to its model, given its reliance on younger 
audiences who were adopting new technologies and platforms?

Current business model

53. The Government has pointed out that television advertising revenues constitute 
over 90 per cent of C4C’s income. The Secretary of State identified a trend 
towards vertical integration among other UK broadcasters, diversifying their 
sources of income. Unlike ITV, which had a significant production business, 
or Sky, which had subscription revenues as well as advertising, C4C’s model 
was more closely tied to its audience figures and its ability to monetise them 
through advertising sales. As C4C’s audiences had been declining, it was 
vulnerable both to changes in the overall advertising market and to shifts 
in viewing patterns, particularly among the young. In that context it was 
understandable that the Government and the regulator should have been 
concerned by C4C’s performance since the 2008/9 financial crisis, when 
television advertising revenues dropped by as much as 17 per cent.52 There 
can be no disputing that C4C has faced some challenging times since then.

54. In 2009, as described in Chapter 1, the sharp loss of advertising revenue led 
to C4C’s then Chairman, Luke Johnson, arguing that the publicly owned, 
advertiser funded model was no longer wholly fit for purpose and lobbying 
for financial assistance. Ofcom and the Government considered a subsidy 
from the BBC or a merger with Channel 5 as possible options. However, in 
2010 C4C had a change of top management and a change of approach. The 
Government told us:

“the successor Chairman (Lord Burns) and Chief Executive of Channel 
4 (David Abraham) subsequently took a different view and the funding 
gap crisis was, in the words of the CMS (Culture Media and Sport) 
Committee, ‘consigned to history’, replaced by a more robust assessment 
of future advertising revenues and the potential for further efficiencies.”53

51 Ofcom found, in their annual review of C4C, that “The growth of the internet continues to drive 
change in the media industry. While live television remains hugely important, catch–up TV watched 
over the internet, and programming and content premiered on the internet are becoming increasingly 
important to audiences, especially the younger audiences that Channel 4 seeks to attract. Today, 
only around half of 16–24s’ audio-visual viewing is through live television (i.e. TV viewed at the 
time it is broadcast). The emergence of new entrants such as Netflix and Amazon Prime, providing 
services directly over the internet, is giving consumers greater choice and making the landscape more 
competitive.”

52 Enders Analysis, Channel 4: sustainability and privatisation, 18 December 2015
53 Written evidence from Department for Media Culture and Sport (SCF0021)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/written/32165.html
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55. In 2010 Channel 4 stopped broadcasting Big Brother, its single most popular 
programme. For the next three years audience numbers declined as audiences 
fragmented because of the growth of digital platforms and the Channel 
embarked on a project of creative renewal. In 2012 and 2013 C4C reported 
losses as it increased its programme spend while developing a new schedule 
without what had been its best ratings performer. That audience decline was 
the background to concerns at Ofcom about Channel 4’s performance which 
led the regulator in its July 2015 review to sound what was effectively a warning 
note about Channel 4’s future sustainability and to suggest some possible 
ways of helping C4C. However, since then, the most recent audience and 
revenue figures show a more positive picture. Channel 4’s audience numbers 
for 2015 show the main channel actually grew its audience share for the first 
time in a decade and it was the only terrestrial channel to grow its audience 
share among all individuals (up over 1 per cent) and among 16–34 year olds 
(up by over 2 per cent).54 With the uptake of digital television, the main 
channel’s audience losses have been matched by increases in the audiences 
of the digital portfolio. David Abraham told the Committee: “Taken overall, 
we are holding on to a similar amount of audience share and impact that we 
had 10 years ago, and we are also seeing proportionately the value of what we 
are offering advertisers continuing to drive revenue growth.”55

56. While an Enders Analysis report on Channel 4 viewing trends accepted 
that the Secretary of State’s concern about audience loss in 2010–2014 was 
perfectly reasonable, particularly as the core Channel 4 audience of 16–34 
year olds is the age group that has experienced the greatest decline in BARB56 
TV viewing as they switch to online, it concluded that “the topline figures 
do not remotely tell the true story. 2010–2013 was a period of disruption due 
to special factors. Little decline has occurred since and Channel 4 group 16–
34 and peak time viewing shares have held firm since 2010”. Enders did not 
think these figures were a significant factor in assessing the sustainability of 
the Channel 4 business model over the next 10 years.57

54 Written evidence from Channel 4 (SCF0019)
55 Q42 (David Abraham)
56 The Broadcasting Audience Research Board (BARB) compiles television watching statistics. This is 

the trading model that is used by television companies and advertising agencies depend on the number 
of people watching the shows, and the commercial attractiveness of those people.

57 Enders Analysis, Channel 4 viewing trends and sustainability, 1 March 2016
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Figure 1: Percentage viewing share: all individuals
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Source: BARB, Annual percentage share of viewing: individuals 1981–2015(2016): http://www.barb.co.uk/
trendspotting/data/annual-share-of-viewing/ [accessed ]58

C4C 2015 financial results

57. C4C’s financial results over the last two years have also shown healthy rises 
with total revenue in 2014 of £938 million (£30 million up on 2013) and in 
2015 of £979 million, an increase of £41 million. In his first Annual Report, 
C4C’s new Chair, Charles Gurassa, said “Channel 4 is performing strongly 
on both its public service remit and on its financial parameters”.59

Box 2: Channel 4 Corporation results for 2015 at a glance

• Main channel audience share up for first time in 9 years

• Portfolio audience share up to 12.9 per cent in peak (8–11pm)

• Revenue £979 million (£41 million up on 2014)

• Surplus of £26 million, £20 million added to content reserve

• Total cash and funds on deposit £252 million

• 30 per cent year-on-year increase in digital revenues

• Content Spend £629 million (largest in history)

• Content Spend £403 million on first run originations on main channel (7 
per cent up on 2014)

• Over half 16–34 year olds in UK registered with Channel 4 online (All 4)
Source: Channel 4 Television Corporation, Britain’s Creative Greenhouse: A Year of Impact and Growth :Report 
and Financial Statements (2015): http://www.channel4.com/media/documents/corporate/annual-reports/
C4_Annual_Report_2015.pdf [accessed 14 June 2016]

58 The figure for Channel 4 differs from that provided by C4C as C4C include 4seven in its calculations.
59 Channel 4 Television Corporation, Britain’s Creative Greenhouse: A Year of Impact and Growth :Report 

and Financial Statements (2015): http://www.channel4.com/media/documents/corporate/annual-
reports/C4_Annual_Report_2015.pdf [accessed 14 June 2016]

http://www.barb.co.uk/trendspotting/data/annual-share-of-viewing/
http://www.barb.co.uk/trendspotting/data/annual-share-of-viewing/
http://www.channel4.com/media/documents/corporate/annual-reports/C4_Annual_Report_2015.pdf
http://www.channel4.com/media/documents/corporate/annual-reports/C4_Annual_Report_2015.pdf
http://www.channel4.com/media/documents/corporate/annual-reports/C4_Annual_Report_2015.pdf
http://www.channel4.com/media/documents/corporate/annual-reports/C4_Annual_Report_2015.pdf
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58. Some witnesses pointed out that C4C was not alone in having a difficult 
period between 2007 and 2010 and that it seemed to have recovered well.60 
There was also criticism that C4C had contributed in part to its problems in 
2009 by its investment strategy outside television.61

59. But, as C4C’s Annual Report shows, 2015 was a successful year 
for the broadcaster and this indicates that the issues of economic 
sustainability of previous years have now been addressed. We are 
confident that C4C is well-positioned to withstand future market 
volatility including the impact of the UK’s withdrawal from the EU.

60. On the central issue of the buoyancy of the UK television market, we saw 
evidence that advertising revenues had increased sharply this year, but more 
importantly were forecast to go on increasing, although at a slower rate, till 
the end of the Channel 4 licence in 2024. We were provided with two forecasts 
of UK NAR (net advertising revenue from television spot advertising):

(1) Enders Analysis saw NAR growing in real terms by between 1.5 per 
cent and 4.7 per cent a year throughout the period to reach just over £5 
billion in 2025:62

Figure 2: Total TV NAR at constant prices, 2010–2025f
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Source: Enders Analysis, Channel 4: sustainability and privatisation, 18 December 2015, p14

(2) Ernst & Young, commissioned by Channel 4 to produce an independent 
report on its sustainability, forecast a steady rate of growth in advertising 
revenues in real terms to 2025, with NAR likely to reach just under £5 
billion, implying a CAGR (compound annual growth rate) of 2.4 per 
cent over the decade.63

60 Written evidence from Prof Sylvia Harvey (SCF0028), Pact (SCF0022), VLV (SCF0010)
61 Q1 (Claire Enders)
62 Ibid.
63 Ernst & Young, The future of Channel 4 in a changing market environment (March 2016): http://www.

channel4.com/media/documents/press/news/Desktop/EY%20C4%20report%20FINAL%20160316.
pdf [accessed 14 June 2016]
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Figure 3: Indicative TV advertising forecast to 2025

 

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

0.0

1.0

2.0

3.0

4.0

5.0

6.0

2010 2012 2014 2016 2018 2020 2022 2024

£ 
b

n 

Total advertising market size Growth rate

Forecast

CAGR 10 - 15: 2.6%
CAGR 15 - 20: 2.4% CAGR 20 - 25: 2.4%

Source: Indicative TV advertising forecast to 2025, from Ernst & Young, The future of Channel 4 in a changing 
market environment, Fig 36 (p.57): http://www.channel4.com/media/documents/press/news/Desktop/EY 
C4 report FINAL 160316.pdf [accessed 14 June 2016]

61. Claire Enders told the Committee that she was “absolutely certain”64 that 
there would be sufficient advertising revenue for Channel 4 to sustain it. 
In the event of an unpredicted sharp drop in advertising revenue as a result 
of a political or economic crisis, C4C was in a stronger position than many 
broadcasters because it had almost £250 million of reserves and a number 
of assets including its headquarters which it could sell if necessary. It was 
certainly in a stronger position than it had been in the past and was very 
much more sustainable than it was in the major crisis of 2009. In some ways 
she thought ITV, despite its vertical integration, would be the business that 
would be most impacted by a financial crisis before C4C.65

Market and technological developments

62. Ernst & Young thought that C4C had prepared for potential shocks; it had 
cut non-core costs, it was seeking to diversify its revenue base and it had 
the commissioning flexibility within the boundaries of its remit to reduce 
its costs. It also maintained significant cash reserves, including a dedicated 
content reserve earmarked to protect investment in downturns.66

63. Clare Enders said that, in the event of the UK voting to leave the EU “GDP 
declines will directly affect the advertising economy as well as the film and 
television industry. It will have a very damaging impact on those, and it 
will take some time to recover.” However she maintained that of all “the 
businesses in our fold … the business that will find it the easiest to survive, 
say, a 5 per cent drop in advertising income, which could occur in 2017, a 2 

64 Q2 (Claire Enders)
65 Q1, Q2 (Claire Enders)
66 Ernst & Young, The future of Channel 4 in a changing market environment (March 2016): http://www.

channel4.com/media/documents/press/news/Desktop/EY%20C4%20report%20FINAL%20160316.
pdf [accessed 14 June 2016]
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per cent drop in GDP at the minimum, or a drop up to 10 per cent, would 
be Channel 4.”67

64. However, despite the consensus that the TV advertising market would 
continue to grow, there was still the question of whether C4C was particularly 
vulnerable to changes in its audience’s viewing habits, as viewers in the 16–
34 age group switched their viewing and video consumption to online and 
on-demand. Ofcom, which had sounded a note of caution in its 2015 review 
of Channel 4, told us it accepted that C4C was probably sustainable: “if you 
look at a steady-state evolution, the most likely outcome is that Channel 4 
is sustainable.” However, it was concerned that it was seeing some evidence 
that the behaviour of some young people, particularly the younger, 16–24 
year old, part of the 16–34 age group, was changing and that they would 
not return to conventional television viewing as they got older. Ofcom 
told the Committee “we noted that there was at least the possibility if that 
accelerated, you could imagine a tipping point where more viewing shifted 
online and that was more disruptive to existing business models.” Ofcom felt 
it was prudent to plan for more disruptive changes in the market.68

65. This view was reiterated in Ofcom’s response in May 2016 to C4C’s 
statement of programme policy. Ofcom confirmed that “C4C appears to be 
commercially sustainable well beyond 2016” but that questions continued to 
be asked about its longer term prospects. It repeated its concern that younger 
viewers were deserting live television for online and on demand—only half 
the viewing of 16–24 year olds was to live television.69 Ofcom thought there 
was no room for complacency, and that the challenges might increase if the 
speed at which viewing shifted to online accelerated.70

66. Claire Enders told us she was not so sure that a tipping point was being 
reached and there was no evidence that the habits of 16–24 year olds were 
going to dictate the future. C4C quoted the latest viewing figures from 
Ofcom which showed that 72.5 per cent of 16–34 year old viewing is still to 
live or recorded TV, compared with an all adults figure of 85 per cent. Only 
5 per cent of 16–34 viewing was to online sites like YouTube—6.5 per cent 
was to on demand platforms like All4 and iPlayer. In any event, Channel 4 
was taking the lead in adapting to the possibilities as well as the potential 
threats of the new technologies and changes in viewing habits. Claire Enders 
thought Channel 4 and Sky were the two UK broadcasters which had done 
the most to put their material on every device, such as tablets and mobiles.71

67. C4C had started early in the on-demand market, launching 4oD in 2006 and 
then in 2015 replacing it with All4, providing all C4C’s linear channels, plus 
digital content and online services. The average age of an All4 user is 28. By 
inviting its users to register, C4C has built up a relationship with more than 
13 million users. David Abraham told us that half of all 16 to 34 year-olds in 
the UK were registered with All4 “represents a fantastic opportunity for us 
to build and deepen that relationship through our online platform.”72

67 Q 1 (Clare Enders)
68 Q 12 (Dr Steve Unger)
69  Ofcom, Response to Channel 4 Corporation’s Statement of Media Content Policy (10 May 2016): http://

stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_
on_its_Statement_of_Media_Content_Policy_2015_2016.pdf [accessed 14 June 2016]

70  Ibid.
71 Q 2, Q 6 (Claire Enders)
72 Q 45 (David Abraham)
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68. C4C believed it did not matter very much financially whether viewers 
watched content on the broadcast channels or on All4. The company was at 
the forefront of using technology to monetise online viewing. C4C was the 
first UK broadcaster to launch programmatic buying for digital advertising 
sales. This automatic process allows buyers to bid for advertising space on 
the basis of how attractive the space is for their target audience. C4C said 
it was trading “analogue pounds” for “digital pounds”, with a significant 
growth in online revenues, which were £63 million in 2014.73 Ernst & Young 
forecast a rapid rise in the overall UK programmatic market, both in real 
terms and as a share of the video advertising market, and thought that C4C 
was well positioned to continue growing its online advertising revenues.74

69. On top of online advertising, C4C has been increasing its revenue from 
other non-NAR sources: sponsorship, product placement and selling airtime 
to third parties. It was also developing All4Games in Scotland, had set up 
an Indie Growth Fund to take stakes in new independent producers and had 
a Commercial Growth Fund which took equity stakes in lieu of advertising 
spend. In 2014, Enders Analysis estimated these non-NAR revenues to 
be £132 million but they were forecast to double by 2025, thanks to the 
strong growth in digital video advertising. When taken together with C4C’s 
projected NAR revenues, they pointed to “a very sustainable business model”, 
with C4C advertising sales receipts increasing from “around £940 million in 
2015 to close to £1.3 billion in 2025, a CAGR of 3.2 per cent”.75

Figure 4: Total Channel 4 NAR and digital video revenues, 2010–2025f 
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Source: Enders Analysis, Channel 4: sustainability and privatisation, 18 December 2015, p15

70. Ernst & Young came to the same conclusion:

73 Written evidence from Channel 4 (SCF0019)
74 Ernst & Young, The future of Channel 4 in a changing market environment (March 2016): http://www.

channel4.com/media/documents/press/news/Desktop/EY%20C4%20report%20FINAL%20160316.
pdf [accessed 14 June 2016]

75 Enders Analysis, Channel 4: sustainability and privatisation, 18 December 2015
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“we consider Channel 4’s future to be sustainable, provided it retains the 
commercial and regulatory flexibility to respond to market developments 
and short-term change in the manner in which it has done so in the 
recent past. We note that Channel 4 has demonstrated a track record of 
successfully adapting to significant industry change and Channel 4—as 
well as other broadcasters—will need to continually adapt to mitigate 
industry risks.”76

71. The judgment that the current C4C model is sustainable was one with 
which many other broadcasters and industry organisations agreed. Viacom 
International Media Networks, the owner since 2014 of Channel 5, argued 
that “privatisation would only be worth considering if the Channel 4 model 
was failing: either because it was not commercially sustainable or because it 
was no longer fulfilling its remit. We see no evidence that either aspect of the 
model is under threat in either the short or medium term.” Viacom’s view 
of the advertising market was that it was growing strongly and that brands’ 
appetite for spending on television was unabated.77

72. Sky told the Committee that it had seen no evidence that C4C was not 
sustainable. Its overall reach remained strong, and its average weekly reach 
of 16–34 year olds was comparable to ITV. It had a strong presence in the on-
demand world, with 16 per cent of adults using its service. It was in a healthy 
financial position and had used its surpluses to build up a cash reserve of 
about £220 million.78

73. Independent Television News (ITN) took the view that there had been no 
suggestion that C4C was not financially sustainable in its current form. 
It believed that viewing figures should be sustainable if the quality and 
innovation of the programming was maintained. It pointed out that C4C 
was working hard to respond to changing audience habits, particularly 
among its core target demographic, 16–34s. It gave an example of the online 
content strategy in action: “in 2015, Channel 4 News videos had more than 
half a billion views on Facebook. Facebook likes more than trebled to over 1 
million with two thirds coming from under 35s.”79

74. The Incorporated Society of British Advertisers (ISBA) believed that 
C4C was financially sustainable “as it has unique draw for advertisers”. 
Its particular value was to provide high unique and incremental coverage 
of many hard-to-reach audiences. ISBA thought C4C was innovative and 
thorough in its exploration of commercial revenue streams.80

75. Arts Council England pointed out that Ofcom had re-licensed C4C until 
2024 on the basis of its current model. The prognosis for future sustainability 
and growth seemed strong. It also commented that “by continuing to 
develop its on demand offer, and investing in its data strategy, C4C seems 
well positioned to monetise the growing amount of on demand viewing.”81

76 Ernst & Young, The future of Channel 4 in a changing market environment (March 2016): http://www.
channel4.com/media/documents/press/news/Desktop/EY%20C4%20report%20FINAL%20160316.
pdf [accessed 14 June 2016]

77 Written evidence from Viacom International Media Networks (SCF0023)
78 Written evidence from Sky (SCF0018)
79 Written evidence from ITN (SCF0015)
80 Written evidence from ISBA (SCF0004)
81 Written evidence from Arts Council England (SCF0016)
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76. Creative England commented on the pace of change since Channel 4’s 
inception, but suggested that C4C had been quick to adapt and capitalise 
on new technologies. Its data strategy had helped create direct relationships 
with viewers; and it had diversified its investment portfolio and set up a video 
game publishing arm, All4Games, with the potential to reach out to new and 
highly lucrative markets. C4C had proved to be adaptable in the past and 
there was no reason to believe that it would not continue to be financially 
sustainable in the medium term. Ofcom, by re-licensing the core Channel 4 
service in 2014, had “sent a clear message that it believes the broadcaster is 
financially sustainable for the duration of the current licence.”82

77. The Producers Alliance for Cinema and Television (Pact) told the Committee 
that it considered that “Channel 4 is in strong financial health” and that C4C 
was financially sustainable under its current public ownership model and 
structure as a publisher-broadcaster.83 The Voice of the Listener and Viewer 
(VLV) pointed out that C4C’s portfolio had been particularly successful in 
attracting young adults. 16–34 year olds were a core demographic in terms 
of its remit but also its revenues. C4C was the only PSB whose audience was 
getting younger. Its conclusion was that “when taken together, viewing of the 
Channel 4 portfolio as a whole is sustainable.”84

78. Ofcom, in its latest analysis of C4C’s position, in May 2016, concluded that 
overall it was currently of the view that C4C was sustainable for a number of 
reasons. First, television advertising had remained strong in recent years and 
C4C continued to hold a strong position within this market, delivering hard 
to reach audiences. Second, C4C had plans in place designed to maintain or 
increase audience share, to strengthen further its position in the advertising 
market. Third, it was able to adjust its cross-subsidy model to absorb shocks. 
Finally, it was diversifying its revenues to reduce its reliance on television 
advertising with the growth of All4 and the digital revenues it generated.85

79. Although Ofcom is right to be alert to the possibility of structural changes 
in viewing habits beginning to accelerate the shift to online and on demand 
viewing, C4C appears to be well ahead of many of its competitors in adapting 
to the way younger viewers want to live and is already adding significant 
digital revenues to its more traditional advertising sales. If the forecasts are 
correct or even close to what actually happens, C4C will have more money 
in real terms every year. Its success in monetising digital revenues, not as a 
substitute for its spot advertising sales, but as a growing additional source of 
income to pay for content, is a model many media organisations, in print as 
well as broadcast, would envy.

80. The Committee notes C4C’s diversification strategy which indicates 
that it is well positioned to continue to serve its target demographic 
across all platforms and to add significant digital revenues.

81. We have seen no evidence that the current C4C model is not 
sustainable until the end of the licence period. We are not convinced 
by the argument that C4C is too vulnerable to be allowed to continue 

82 Written evidence from Creative Industries Federation (SCF0013)
83 Written evidence from Pact (SCF0022)
84 Written evidence from VLV (SCF0010)
85 Ofcom, Response to Channel 4 Corporation’s Statement of Media Content Policy (10 May 2016): http://

stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_
on_its_Statement_of_Media_Content_Policy_2015_2016.pdf  [accessed 14 June 2016]
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as it is. Barring the sort of economic cataclysm that would damage 
all forms of broadcasting, it seems clear to the Committee that C4C 
could fulfil its licence requirements at least until the end of its current 
10 year term in 2024.
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ChAPTER 4: IMPACT OF PRIVATISATION ON CONTENT

82. If C4C seems in no need of rescue over the next decade, the case for changing 
or privatising it must be that a different structure or form of ownership would 
deliver greater public value. David Elstein told us that he too believed that 
C4C was sustainable—”How could it not be? It has £900 million of revenue 
and no cash spend obligation at all. It could go on for 100 years on that basis. 
For me, that is not the issue.”86 The central argument around the future of 
C4C must be whether or not it could deliver greater public value—in terms 
of a stronger remit and more investment in programmes—if the current 
model was replaced by one of the privatisation options. That argument is 
considered further in this chapter.

Current remit

83. Channel 4’s statutory remit is summarised in Box 3. These obligations were 
extended by the Digital Economy Act 2010 to relate to the whole of Channel 
4 Corporation instead of just the main channel. (See Appendices 4, 5 and 7)

Box 3: C4C statutory remit

(1) Invest In High Quality Content “Participate in the making of a 
broad range of media content of high quality.”

(2) Innovation “Demonstrate innovation, experiment and creativity in 
the form and content of programmes.”

(3) Distinctive “Exhibit a distinctive character.”

(4) Cultural Diversity “The making of a broad range of relevant media 
content of high quality that, taken as a whole, appeals to the tastes 
and interests of a culturally diverse society.”

(5) Talent Development “Support the development of people with 
creative talent, in particular people involved in the film industry and 
at the start of their careers.”

(6) Stimulate Debate “Support and stimulate well-informed debate on 
a wide range of issues, including by providing access to information 
and views from around the world and by challenging established 
views; promote measures intended to secure that people are well 
informed and motivated to participate in society in a variety of ways.”

(7) Alternative Views “Promote alternative views and new perspectives.”

(8) Inspire Change in People’s Lives “Provide access to material that 
inspires people to make changes in their lives.”

(9) Partnership “Working with cultural organisations.”

(10) Multi-Media “The making of a broad range of relevant media 
content of high quality; the broadcasting or distribution of relevant 
media content by means of a range of different types of electronic 
communications networks.”

86 Q 23 (David Elstein)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32175.html
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(11)  Education “Make a significant contribution to meeting the need 
for the licensed public service channels to include programmes of 
an educational nature” and to provide educational content for teens, 
reflecting the requirement to provide “a sufficient proportion of 
schools programmes.”

(12)  Older Children and Young Adults “The making of relevant media 
content that appeals to the tastes and interests of older children and 
young adults.”

(13)  News “The making of relevant media content that consists of news.”

(14)  Current Affairs “The making of relevant media content that 
consists of current affairs.”

(15)  Film “The making of high quality films intended to be shown to the 
general public at the cinema in the United Kingdom–as well as the 
broadcasting and distribution of such content and films.”

Source: Written evidence from Channel 4 (SCF0019)

84. C4C is also subject to a number of quotas as set out in its licence obligations. 
(see Box 4) (See Appendix 6 for full text)

Box 4: Current licence obligations for C4C

• News: 208 hrs per annum

• Current affairs: 208 hrs per annum—80 hrs in peak

• Schools: 30 mins per annum (fulfilled through education content for 
teens; can be delivered cross platform)

• Originations: 56 per cent/70 per cent peak

• Regions: 35 per cent out of London commissioning hours and spend

• Nations: 3 per cent out of England commissioning hours and spend 
(9 per cent from 2020).

Source: Written evidence from Channel 4 (SCF0019)

85. C4C is also governed by the public service remit that covers all public service 
broadcasting in the UK. (See Appendix 7)

Is the current remit specific enough?

86. Some witnesses criticised Channel 4’s remit and the extent to which it holds 
Channel 4 to account. John Whittingdale said of Channel 4, “I’m separately 
looking at its remit which is rather fuzzy. It needs to be more specific.”87 
David Elstein told the Committee, “I simply had not realised the extent to 
which the famous remit had been allowed to atrophy … For me, the notion 
that there is a tension between privatisation and the remit is misconceived.” 
He was of the opinion that privatisation was “an opportunity to strengthen 
the Channel 4 remit.”88

87 ‘Abraham hits back at Whittingdale’s privatisation plans’, Broadcast (15 March 2016): http://www.
broadcastnow.co.uk/news/abraham-hits-back-at-whittingdales-privatisation-plans/5101548.article 
[accessed 14 June 2016]

88 Q 28 (David Elstein)
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87. C4C dispute this interpretation. The Chief Executive, David Abraham, told 
the Committee:

“We are puzzled by that, because the picture that we see is the reverse. 
We have a wide range of public service obligations and responsibilities. 
They sit formally in two different places, which I think is where the 
complexity lies. They sit in statute, with our public service remit, and 
they sit in our public service broadcasting licence with Ofcom.”89

88. Mr Abraham also claimed that “our public service responsibilities have 
increased substantially over time, and … our accountability for them has 
also increased, not the reverse.”90

89. C4C attributed the difference of opinion to the complicated nature of the 
remit and the fact that it is drawn from two different areas. The first is 
statute which contains primarily qualitative themes and genres to which 
C4C are required to appeal. C4C said that these have increased since the 
Communications Act 2003: “Pre-2003, there were five elements of the remit 
that we were obliged to fulfil. Now, in 2016, the number has risen to 15, so 
the number of remit obligations that we have has trebled”.91

90. The second area is the licence agreement which contains 16 quotas. 
Mr Abraham explained that some of the subjects of those quotas had 
changed over time:

“we used to have an obligation to produce religious programmes—a 
quota for religious programmes per week. We do not have that any 
more, but we have a quota for producing programmes in the nations of 
the UK. There have been some small changes to the absolute level and 
the numbers attached to the quotas, but they are relatively incidental in 
the grand scheme of things.”92

91. When asked to expand on his statement that the remit was “fuzzy” 
Mr Whittingdale said:

“It is very easy to decide whether or not Channel 4 is meeting one of 
them, because of its quantitative requirements—its production quotas: a 
certain number of hours have to be produced outside London or in the 
nations; there are independent production quotas; and there are some 
programming quotas, principally for news and current affairs. The other 
is the much broader requirement that programmes should demonstrate 
innovation, or should appeal to culturally diverse audiences, or should 
be educational. I have sometimes wondered … which programmes 
are remit-serving programmes and which programmes are revenue-
generating programmes. “Channel 4 News” is plainly meeting the 
remit, but other programmes I think stretch the definition of the 
remit, and there is a case perhaps for making clearer exactly the kind 
of programming that we expect Channel 4 to deliver in order to serve 
the remit. Then the distinction between that and the more populist 
commercial programming will be clearer.”93

89 Q 44 (Dan Brooke)
90 Q 44 (David Abraham)
91 Q 44 (David Abraham)
92 Q 44 (David Abraham)
93 Q 54 (John Whittingdale MP)
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Current regulation of C4C

92. There is a debate as to whether the current regulatory regime for C4C is 
robust enough to hold the Corporation fully to account. David Elstein felt 
that there was confusion “over what constitutes the Channel 4 remit” and 
that “There is no set measure of success, nor any prescribed penalty for 
failure”. He has argued that C4C would be a better PSB in private hands 
with much tougher regulation.94

93. Dr Steve Unger explained that Mr Elstein’s comments related specifically to 
the additional provisions under the Digital Economy Act. Dr Unger saw an 
“element of truth” in Mr Elstein’s view “in what he says in that much of that 
process is qualitative”.95 He told the Committee:

“In these remits there is always a mixture of quantitative metrics, which 
are easy to understand. The problem with quantitative metrics is that 
they never really capture all that you really care about. Metrics are a 
great way of measuring the quantity of stuff that is produced, but they 
are never as good at capturing the quality, the tone, the type of content. 
One always has a mixture of quantitative metrics and, if you like, a 
qualitative narrative, and, compared with those metrics, that qualitative 
narrative is intrinsically slightly fuzzier.”96

94. As David Abraham explained to the Committee, “Culture is ‘fuzzy’, but the 
regulatory framework in which we operate from a management perspective 
is far from that.”97 Dr Steve Unger agreed that this was necessary, “I live 
with a degree of fuzziness in much of our work, because you cannot capture 
everything perfectly with KPIs and metrics in any aspect of our regulation 
… It is not possible to capture perfectly through quantitative metrics what a 
broadcaster delivers.”98

95. Dr Steve Unger told the Committee about the complications around 
measuring quality: “We ask audiences about their perception of the different 
content they watch. That gives us an evidence base, and that is what informs 
our assessment, probably more than anything else. However, it is not quite as 
much of an exact science as measuring the quantity”.99

96. Ofcom said that the current combination of both qualitative and quantitative 
was “important, because it allows us to take a more strategic, holistic view of 
where the public service broadcasting ecology is, combining quantitative and 
qualitative analysis and making recommendations.”100

97. John McVay of Pact raised concerns about the current system, in relation to 
children’s programming, and the danger that a commercial operator could 
exploit it, “because it [Ofcom] does not have the powers from Parliament to 
require Channel 4 to do more about that, it can wring its hands and say, “We 
are not very happy. Can you do some more, please?” If you were under the 
current regime, any smart commercial operator would continue to behave in 

94 ‘Channel 4: the case for privatisation’, Opendemocracy (1 March 2016): https://www.opendemocracy.
net/ourbeeb/david-elstein/channel-4-case-for-privatisation [accessed 14 June 2016]
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the same way, or would go further, and I do not think Ofcom would have the 
powers to do anything about that.”101

98. Dr Steve Unger disputed this:

“there are teeth; as an absolute backstop, the Digital Economy Act makes 
clear that we have the ability to direct Channel 4 and we ultimately have 
the ability to vary its licence. The threshold for doing so is high, but that 
is probably appropriate. It is not necessarily right that we should on an 
annual basis continually tinker with the licence of broadcasters—that is 
not good for business certainty. Therefore it has teeth, but the threshold 
for applying those teeth is quite high.”102

99. The Committee recognises that there will never be a regulatory 
system which can judge cultural quality and cultural significance, 
objectively and definitively, not least because these attributes can 
take a long time to become apparent.

100. The Committee notes that no post-legislative scrutiny has been 
carried out on the Digital Economy Act 2010: such an exercise could 
consider the success of regulation so far in assessing the quality of 
C4C’s activities.

Would privatisation have an impact on the culture of C4C?

101. David Abraham explained the extent to which the content is bound up in the 
ownership and remit of C4C:

“We encourage our creative teams to take that extra level of creative risk 
that they would not have the privilege of doing if they were working in 
a commercial environment. It is part of that culture to work with young 
talent, to push investigations further and deeper than other editorial 
organisations are free to do.”103

102. He cited a recent Dispatches programme about the airline industry 
and practices in ticketing: “These kinds of investigations come from an 
independent, bold editorial organisation. In every department and genre, we 
are seeking to do things differently and take those risks. I strongly believe that 
the culture would change under a private model.”104 VLV agreed with this: 
“While we understand the argument that C4C’s future could be secured by a 
clear definition of remit and that the ownership of the company is irrelevant, 
it is our view that the culture and strategy of any company is deeply linked to 
its structure and in particular the way it is funded”.105

103. A number of witnesses stressed the importance of preserving the unique 
culture of C4C, which they felt came from its current model as commercially 
funded but not for profit, which allowed C4C to be bolder than the BBC 
and less vulnerable to financial pressures than its commercial competitors. 
David Abraham compared his position as Chief Executive of C4C with 
his experience of running commercial channels. He outlined some recent 
examples of C4C taking risks in developing new talent in television and film: 

101 Q 38 (John McVay)
102 Q 15 (Dr Steve Unger)
103 Q 46 (David Abraham)
104 Q 46 (David Abraham)
105 Written evidence from VLV (SCF0010)
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“Channel 4 is in a position to take greater risks with more companies and 
more unusual projects … because it is in the privileged position of not having 
to deliver those profits.”106 John Newbigin, Chair of Creative England, agreed, 
arguing that “even with sincere commitment and goodwill on the part of an 
owner the history of privatisation suggests that, before long, creative risk 
taking would hit the brick wall of shareholder interest.”107

104. This view was shared by representatives of the programme making community. 
John McVay, Chief Executive of Pact, said “I look at other, large commercial 
global media companies and Channel 4 is not like them. However, it was 
designed to be not like them because of its purpose. They are two different 
things.”108 He defined C4C’s culture as “allow[ing] in mavericks, innovators 
and disrupters, and people who probably would not get a commission at ITV 
or somewhere else, and that is a very valuable purpose, particularly when the 
big debate across all our creative industries is about diversity.”109

105. TAC, representing the independent production sector in Wales, felt 
privatisation would ‘“inevitably turn Channel 4 to a more risk averse 
strategy, investing in proven talent and production companies and therefore 
reducing the amount of exciting new talent able to break through.”110 For 
Colin Browne of the VLV, the culture of C4C was inextricably linked to its 
business model: “my experience—and I have worked in both the public and 
private sectors in different forms of ownership—is that the culture of any 
organisation inevitably reflects the way in which it is funded. If you become 
to some extent a profit-driven organisation, your incentives change.” He felt 
that although it might not happen overnight, the culture of C4C and its 
output would change.111

106. The Committee is concerned that in the case of a privatisation or 
part-privatisation the different priorities of the relationship between 
the public and private entities could lead to operational tensions.

Protected areas of remit

107. The following paragraphs examine several areas of C4C’s remit in detail. 
In the event of any sell-off, the Secretary of State has pledged to protect 
news, current affairs and Film4.112 We now consider the genres of news 
and current affairs, older children and young adults and film along with 
two other specific areas where people have raised concerns—diversity and 
nations and regions.

News and Current Affairs

108. In its third Review of Public Service Broadcasting, Ofcom found that:

“News remains the most important PSB genre for audiences. Viewing 
of TV national and international news by adults remains broadly stable. 
Overall, PSBs still account for 95 per cent of TV news viewing, with 

106 Q 53 David Abraham
107 Written evidence John Newbigin (SCF0007)
108 Q 34 (John McVay)
109 Q 39 (John McVay)
110 Written evidence TAC (SCF0011)
111 Q34 Colin Browne
112 ‘Channel 4’s public service remit will be protected, vows Culture Secretary’, The Guardian (21 January 2016): 

http://www.theguardian.com/media/2016/jan/21/channel-4s-public-service-remit-will-be-protected- 
vows-culturesecretary [accessed 14 June 2016]
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multichannel providers such as Sky and CNN ensuring that a wide 
choice of television news remains available.”113

109. C4C is required to provide news content (either on television or online) 
and the main channel is subject to quotas for national and international 
news. Channel 4 has a long and distinguished history of news and current 
affairs programming. John Newbigin, Chair of Creative England, told the 
Committee that C4C’s “commitment to news and current affairs, presented 
in the best traditions of objective public service reporting, but still retaining 
a radical edge, has contributed positively to the setting and the maintenance 
of high standards of news across the UK media landscape.”114 

110. Ofcom has previously raised concerns about a decline in the audience share 
of Channel 4 News. In its 2015 review of C4C against its media content 
duties the regulator said “The falling consumption of news from C4C has 
been a concern since 2010, but we welcome the performance of Channel 4 
News both on TV and online in 2014.”115

Figure 5: Share of viewing to ‘national and international news’ on 
television by UK adults (per cent)
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Source: Ofcom News Consumption in the UK: research report (15 December 2015): http://stakeholders.ofcom.
org.uk/binaries/research/tv-research/news/2015/News_consumption_in_the_UK_2015_report.pdf 
[accessed 14 June 2016]

111. ITN, which produces Channel 4 News, argued that this downward trend in 
audience share had changed: “In 2015, Channel 4 News broadcast 238 hours 
of in-depth news reaching 40 million viewers. Year on year it has achieved 
audience growth of 4 per cent a year for the past 2 years, and gained 6 per 
cent in share, most significantly in the vital BAME demographic.”116

113 Ofcom, Public Service Broadcasting in the Internet Age: Ofcom’s Third Review of Public Service Broadcasting 
(2 July 2015): http://stakeholders.ofcom.org.uk/binaries/consultations/psb-review-3/statement/PSB_
Review_3_Statement.pdf [accessed 9 May 2016]

114 Written evidence from John Newbigin (SCF0007)
115 Ofcom, A Review of Channel 4 (2 July 2015): http://stakeholders.ofcom.org.uk/binaries/consultations/

c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf [accessed 13 June 2016]
116 Written evidence from ITN (SCF0015)
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112. On current affairs, Ofcom said that from 2010 to 2013, “C4C increased 
both its current affairs spend and output, and the main channel showed 
substantially more of this output in peak time than did any of the other main 
PSB channels.”117

Hard to reach audiences

113. C4C is also held as an example of a success in terms of traditionally harder 
to reach audiences for news. Ofcom “recognised the high quality, distinctive 
nature of Channel 4 News and its ability to attract hard-to-reach audiences 
(16–34s and BAME viewers).”118 As VLV commented, “Channel 4 News 
plays an important role in attracting key hard to reach audience groups, 
with a greater proportion of 16–34 and BAME viewers than the other main 
PSB channels news programmes.”119 As Trevor Philips recently wrote in his 
diversity report, “Channel 4 News is more popular amongst minority viewers 
by a factor of 78 per cent.”120 The chart below, taken from this report, shows 
the comparison in appeal between all individuals and BAME for the major 
news bulletins.

Figure 6: News programmes by audience share 2015
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114. ITN told us that Channel 4 News “has by far the highest percentage of 
young viewers (16–34) of any news programme—making up 15 per cent 
of its audience (the BBC is around 7 per cent).”121 This is an example of 
the diversification of C4C to respond to changing audience habits and 
expectations. In 2015 “Channel 4 News videos had more than half a billion 
views on Facebook. Facebook likes more than trebled to over 1 million with 
two thirds coming from under 35s.”122 The chart below shows Channel 4’s 
share of viewing with 16–24s in comparison to other news providers.

117 Ofcom, A Review of Channel 4 (2 July 2015): http://stakeholders.ofcom.org.uk/binaries/consultations/
c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf [accessed 13 June 2016]

118 Ibid.
119 Written evidence from VLV (SCF0010)
120 Written evidence from ITN (SCF0015)
121 Written evidence from ITN (SCF0015)
122 Written evidence from ITN (SCF0015)
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Figure 7: Share of viewing to national and international news on 
television UK adults (16–24) (per cent)

0

10

20

30

40

50

60

70

80

90

100

2010 2011 2012 2013 2014

Other Sky Channel 5 Channel 4 ITV BBC News BBC One and Two
Source: Ofcom, News consumption in the UK: research report (15 December 2015) http://stakeholders.ofcom.
org.uk/binaries/research/tv-research/news/2015/News_consumption_in_the_UK_2015_report.pdf 
[accessed 14 June 2016]

Plurality

115. Robin Foster of the Reuters Institute for the Study of Journalism has said 
that plurality of news is recognised as essential for a functioning democratic 
society:

“News media have a significant role to play in supporting the effective 
functioning of a democratic society. There is a clear and widely accepted 
public interest in ensuring that measures are taken, where needed, to 
secure at least two key goals: first, that all citizens can access a range 
and diversity of high-quality news, opinion, and analysis from different 
sources, and second, that no single media owner can exercise undue 
power and influence over the political agenda.”123

116. Channel 4’s News was cited as playing a key role in the plurality of UK 
news coverage. The VLV said it “provides an alternative view of the world 
and reinforces the plurality of UK broadcast news. It also tends to provide 
more in depth coverage of international affairs than other bulletins.”124 ITN 
praised the current system as “high-quality, independent provision from 
multiple sources [that] is fundamental to a pluralistic news environment in 
delivering choice and alternative viewpoints that form part of our democratic 
process”.125 It was concerned that this “should be protected at all costs when 
considering any future policy intervention.”126

123 Robin Foster, News Plurality in a Digital World, Reuters Institute for the Study of Journalism (July 
2012): https://reutersinstitute.politics.ox.ac.uk/sites/default/files/News%20Plurality%20in%20a%20
Digital%20World_0.pdf [accessed 12 May 2016]

124 Written evidence from VLV (SCF0010)
125 Written evidence from ITN (SCF0015)
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Risks

117. There is a concern that news would be particularly under threat under 
private, profit-making ownership as it is not as profitable as other genres. 
Luke Johnson told the Committee during our recent BBC inquiry that:

“Channel 4 broadcasts “Channel 4 News” between 7pm and 8pm. 
Effectively, it loses a huge amount of money doing that, quite deliberately, 
because it sees it as important; if you like, it is public service broadcasting. 
It pays the price directly because it gets less advertising, because the 
audiences are lower.”127

118. Channel 4 identified the risks inherent in privatisation for this genre as: “the 
extent to which, as editor in chief, you take those kinds of risks in the full 
knowledge that you might upset commercial interests. That is a very real 
issue in an editorial organisation … So we would be more cautious and less 
robust in our contribution to news and current affairs plurality as a result.”128

119. C4C also warned that it would be possible to keep quantity but lose quality 
and depth.129 The International Broadcasting Trust (IBT) agreed with this 
position:

“if C4C were privatised its weekday hour-long news could be 
maintained but the quality of its journalism and investigations would 
deteriorate in order to minimise costs. There would be fewer reports 
from international locations, especially those where security is an issue 
and which are therefore more expensive to produce; time-consuming 
investigations would be discontinued in favour of studio interviews; and 
the production team would become increasingly dependent on the wires 
as their primary source of information.”130

It felt privatisation would alter the tone of the content: “We predict that 
in order to maximise profits and reduce production costs, a commercially 
driven company would fulfil the commitment to provide voices from around 
the world through VT inserts in its main news bulletin and drop the existing 
current affairs provision such as Unreported World.”131

120. Channel 4 News is important because it provides a different reporting 
style and viewpoint to other public service broadcasters. The 
Committee considers that there is a significant risk that this genre 
could be adversely affected by privatisation.

Older children and young adults

121. There have been questions raised as to whether C4C is meeting its obligations 
in regard to older children and young adults, which it defines as 10–14 and 
14–19 respectively. Channel 4’s remit states it has to make “relevant media 
content that appeals to the tastes and interests of older children and young 
adults”.132

127 Oral evidence taken on 15 September (Session 2015–16), Q 66 (Luke Johnson)
128 Q 47 (David Abraham)
129 Written evidence from Channel 4 (SCF0019)
130 Written evidence from IBT (SCF0009)
131 Written evidence from IBT (SCF0009)
132 Digital Economy Act 2010, section 22
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122. The Children’s Media Foundation said “Channel 4 committed to providing 
content for the 10–14 year-old audience in their last Licence renewal 
application. However, in the last three years they have made very little 
content for this age group—in fact only a single short-run series each year.”133 
Pact were also concerned about this.134

123. When Sharon White, Chief Executive of Ofcom, appeared before the 
Committee she said “We have had a debate with Channel 4. From Channel 
4’s perspective, there are understandable commercial issues here. They have 
said that they particularly want to focus on family programming that is also 
going to be attractive to older children. We are looking to be convinced that 
the programme is sufficiently focused on and attractive to older children.”135 
The Secretary of State has also stated his concern “about its lack of children’s 
programmes”.136

124. John McVay of Pact told the Committee:

“Making more children’s programming would probably lose Channel 4 
money, but it is part of the PSB compact that there are certain things we 
require as a trade-off for the benefits the PSBs receive, to give us content 
that is otherwise not supplied by the market, or not sufficiently supplied 
by the market. That is why I would ask Channel 4 to do more children’s 
programming, because that is part of its PSB”.137

125. C4C has indicated a change in its strategy from commissioning bespoke 
content for 10–14 year olds, instead seeking “to serve this audience with 
general commissions on the main channel in pre-watershed, peak-time 
slots, which you [C4C] consider will resonate with both older children and 
a broader audience.”138 The rationale for this approach is that prime-time, 
broad appeal output should attract a greater volume of young viewers than 
would otherwise be delivered by more targeted content in less prominent 
parts of the schedule.

126. In Ofcom’s analysis of C4C’s Statement of Media Content Policy 2015, it 
said “an important part of Ofcom’s role is to highlight areas where we believe 
C4C should place greater emphasis. One such area is C4C’s approach to 
providing content that appeals to older children.”139

127. The Committee concludes that the current programming for older 
children and young adults from C4C is unsatisfactory. We strongly 
recommend that C4C demonstrates a greater commitment to 
making programmes specifically for this age group.

128. Although we recognise the limited nature of the current remit, the 
Committee wishes to see Ofcom take action if it determines, using 

133 Written evidence from Childrens Media Foundation (SCF0005)
134 Written evidence from Pact (SCF0022)
135 Oral evidence taken on 8 March 2016 (Session 2015–16), Q 9 (Sharon White)
136 ‘Abraham hits back at Whittingdale’s privatisation plans’, Broadcast (15 March 2016) available at: http://

www.broadcastnow.co.uk/news/abraham-hits-back-at-whittingdales-privatisation-plans/5101548.
article [accessed 14 June 2016]

137 Q 35 (John McVay)
138 Ofcom, Response to Channel 4 Corporation’s Statement of Media Content Policy (10 May 2016): http://

stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_
on_its_Statement_of_Media_Content_Policy_2015_2016.pdf [accessed 14 June 2016]

139 Ibid.

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/written/32015.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/written/32169.html
http://data.parliament.uk/WrittenEvidence/CommitteeEvidence.svc/EvidenceDocument/Communications/Ofcom/oral/30361.htm
http://www.broadcastnow.co.uk/news/abraham-hits-back-at-whittingdales-privatisation-plans/5101548.article
http://www.broadcastnow.co.uk/news/abraham-hits-back-at-whittingdales-privatisation-plans/5101548.article
http://www.broadcastnow.co.uk/news/abraham-hits-back-at-whittingdales-privatisation-plans/5101548.article
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/communications-committee/the-sustainability-of-channel-4/oral/32175.html
http://stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_on_its_Statement_of_Media_Content_Policy_2015_2016.pdf
http://stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_on_its_Statement_of_Media_Content_Policy_2015_2016.pdf
http://stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/c4/Ofcom_letter_to_Channel_4_Corporation_on_its_Statement_of_Media_Content_Policy_2015_2016.pdf


42 A PRIVATISED FUTURE FOR CHANNEL 4?

measurable outcomes, that C4C’s programming for older children 
and young adults remains inadequate.

Film

129. C4C spent £15m on films in 2015 and this is reportedly due to increase to 
£25m in 2016.140 Many of those who provided evidence to our inquiry spoke 
positively about C4C’s contribution in this sector. John Newbigin said it is 
“the most creative and risk-taking patron of independent British cinema”141 
and Creative England said “Film 4 is a major pillar in the UK’s film 
ecosystem and has developed and co-financed some of the most successful 
UK films ever made.”142

130. The investment division of Film4 was cited by the British Film Institute 
(BFI) as “a very important source of public investment in British films, 
working alongside organisations such as the BFI and BBC Films to unearth, 
support and promote the careers of British film talent.”143 The BFI said 
Film4 had operated as a ‘loss leader’ for C4C, “helping the Corporation to 
deliver on its broader, statutory PSB remit, but being rewarded through the 
cache attached to the success of their award-winning projects such as Danny 
Boyle’s Slumdog Millionaire and Steve McQueen’s 12 Years a Slave.”144

131. Some witnesses were concerned that, as with news, current affairs and 
diversity, a C4C in private ownership might not have the same positive impact 
on the UK film industry. The BFI said it would “have concerns around any 
ownership model which may erode some of C4C’s existing statutory duties, 
including its obligations to British independent film.”145

132. C4C plays an important role in the UK film industry via Film4, not 
least in terms of cultural exports. The Committee notes that this 
aspect of C4C’s work could be vulnerable if C4C was privatised.

Diversity

133. Lack of diversity has been identified as a wider problem in the broadcasting 
industry. David Lammy MP stated in a debate in the House of Commons:

“Ofcom has made it clear that all public sector broadcasters must do 
more on diversity and the portrayal of under-represented groups. Its 
latest research found that 26 per cent of black viewers saw people from 
black ethnic groups on TV daily. Over half of black viewers feel both 
under-represented and unfairly portrayed across our public service 
broadcasts. Some 55 per cent of viewers from a black ethnic group felt 
there were “too few people from black ethnic groups on TV” … “and 51 
per cent felt that black, Asian and minority ethnic people were shown 
negatively on TV.”146

140 ‘Film4 funding increased to record $36m; signs Fox Searchlight deal’ Screendaily (9 February 2016): 
http://www.screendaily.com/news/film4-funding-increased-to-record-36m-signs-fox-searchlight-
deal/5100007.article [accessed 14 June 2016]
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134. Channel 4 has a statutory remit to reflect the cultural diversity of the UK. 
Stonewall told the Committee that “Channel 4’s particular remit … has led 
to a much richer and more diverse portrayal of LGBT people and has helped 
to shift attitudes in wider society as a result.”147 The Creative Industries 
Federation told the Committee, “Audiences have rated the channel above 
other PSBs for showing the views and perspectives of BAME, LGBT and 
people with disabilities.”148

135. As a result of their ‘Unseen on screen’ research project Stonewall found that 
“Channel 4 showed the highest proportion of programming featuring LGBT 
people … of all of the channels monitored” and that “Channel 4 contributed 
significantly (25 per cent) to the total time spent in portraying LGBT people 
in a realistic and positive light.”149 They also cited YouGov polling of over 
2,000 LGB people for Stonewall’s Gay in Britain report which found that 50 
per cent of respondents thought the portrayal of LGB people on Channel 4 
was realistic—”the highest of all major channels.”150

136. Equity welcomed C4C’s 360° Diversity Charter to improve on and off screen 
diversity, including new Commissioning Diversity Guidelines which “set 
targets for on screen representation of female, LGBT, BAME and disabled 
performers in scripted programming.”151 The Campaign for Broadcasting 
Equality also cited the Charter with reference to staff employed by C4C: 
“It pledged that 20 per cent of all staff be black, Asian or minority ethnic 
(BAME) by 2020 and included targets for employing disabled and lesbian, 
gay, bisexual and transgender (LGBT) staff.”152 The CBE argued that C4 
has done more than any other public service broadcaster to advance diversity. 
C4C cited a Marketing Week study which found that “Channel 4 is the most 
successful British brand at communicating diversity in its marketing and 
advertising, across the UK.”153

Paralympics

137. The Paralympics were referenced by many in evidence as an example of 
C4C’s promotion of diversity. The Creative Industries Federation said “the 
Paralympics … was watched by 40m people—83 per cent of whom said 
the coverage would positively change perceptions of disability.”154 Evidence 
provided by Carolyn Jackson-Brown, whose PhD thesis focusses on Channel 
4’s coverage of disability at the Paralympics, demonstrated that the “creative 
lynchpin [Meet the Superhumans] used by Channel Four to successfully 
market disability to a mainstream audience” was rejected by “outside 
stakeholders who did not want to risk the edgier representations needed to 
fulfil the PSB remit”. She credits C4C’s current “unique business model” 
as the main driver which “allowed the C4C editorial and creative teams to 
exercise their autonomy and resist this stakeholder veto”.155

138. Based on this evidence she concluded that “It was the exercising of this 
freedom to take creative risks in the choices made about representations of the 
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Paralympians that produced the high quality coverage affecting perceptions 
about disability in society. The retention of creative freedom is fundamental 
to any future structure of this unique channel”.156

Risks

139. The Creative Industries Federation said that C4C’s “position as a commercial 
channel with a public remit and ownership means it is able to push 
diversification to the top of their agenda without consulting shareholders.”157

140. There was concern about the effect privatisation would have on this part 
of the remit. In his speech to the 2016 Oxford Media Conference Trevor 
Phillips said, “Based on the actual data about how people behave, Channel 
4 right now is the most important agent of integration in our national 
media. Privatisation would destroy that at a stroke.”158 This sentiment was 
echoed by many who felt that C4C’s role with minority audiences would be 
adversely affected by privatisation. The IBT suggested that this was because 
the “content which tends to appeal to such audiences is considered less 
commercially successful and therefore it would not be included in peak time 
schedules.”159

141. Stonewall believes that Channel 4 in its role as a public service broadcaster, 
“has made a significant contribution to tackling homophobia, biphobia and 
transphobia, promoting greater understanding of the diversity of LGBT 
people and, in turn, furthering lesbian, gay, bi and trans equality in society. 
We would be deeply concerned at the implications of privatisation in terms 
of improving social equality for LGBT people and for other communities.”160

142. The Committee notes that C4C has put a lot of work and effort into 
its 360° Diversity Charter and we would be loath to see a private 
company discontinue the good work that C4C has done in this area.

143. The Committee’s view is that there would be a considerable risk 
from privatisation to the diversity part of C4C’s remit.

Nations/Regions

144. Creative England told the Committee that “C4C invested over £153 million 
on content from independent production companies based outside London 
in 2014 and over half (52 per cent) of all hours of new original programmes 
on the main channel were from outside the capital.”161

145. The Creative Industries Federation told the Committee that in 2014, of the 
production companies C4C works with:

“more than half of these were situated out of London, which has given 
an essential boost to the Government’s ambition of fostering creative 
industries hubs outside of the capital and the South East. Without a 
public remit, there would be no requirement on Channel 4 to use these 
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158 ‘Trevor Phillips: BBC 2 is Britain’s whitest station’, The Guardian (2 March 2016): http://www.

theguardian.com/tv-and-radio/2016/mar/02/bbc2-trevor-phillips-bbc2-whitest-channel-4-
privatisation [accessed 14 June 2016]
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companies—they could move production wholly or predominantly in-
house with consequences for the current independent production sector 
and, potentially, the diversity of content currently demonstrated.”162

146. The C4C quota for “Out of England” production was increased as part of the 
2014 licence awarded by Ofcom to nine per cent by 2020. Equity welcomed 
this “as an important step towards increasing investment in television and 
film production in the UK Nations”.163 Claire Enders felt that “If the law 
changes, that will have massive impacts, particularly on the production 
industry outside the M25.”164

147. TAC, the body which represents the independent TV production sector in 
Wales, felt that private ownership would turn Channel 4 to a “more risk- 
averse strategy, investing in proven talent and production companies … For 
companies in Wales, TAC believes this risk-averse approach would lead to a 
more London-centric strategy.”165

148. The Committee concludes that the amount of programming and the 
amount of investment made in the nations and regions, that is. outside 
London, could be adversely affected as a result of privatisation of 
C4C.

Would a commercial operator be incentivised to maintain the quality?

149. The Secretary of State told the Committee:

“I am aware that some have argued that a private-sector part or full 
owner would want to dilute the remit. I do not think that is the case. 
One thing that has come across very strongly since this public debate 
began is that a lot of broadcasters are potentially interested in Channel 
4 but that one reason for that is the strength of the Channel 4 brand. It 
is a very visible, very well-respected broadcaster, and the last thing they 
are going to want to do is undermine that by moving it downmarket or 
changing the nature of its programming.”166

150. Ofcom stressed the link between the brand values and the attractiveness of 
C4C to potential investors:

“The prospect of an American company, or anyone else coming in, 
acquiring that company and then setting about destroying all the cultural 
values that have made it such an appealing target in the first place is at 
least questionable; you would want to unpick that. I would also point 
to the strong demand for UK content abroad. You need to look at the 
reasons they want to invest in the first place and getting access to the 
best of British content is a compelling proposition for them.”167

151. C4C view the ownership model as inextricably linked with their ability to 
deliver the remit. David Abraham, CEO of Channel 4, said “I believe the 
good work our staff does is directly related to the operating model that we 

162 Written evidence from Creative Industries Federation (SCF0013)
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164 Q 9 (Claire Enders)
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have.”168 Therefore C4C believes that if the ownership model were to change, 
the quality of C4C’s output would deteriorate.

152. The Secretary of State took the opposite view: he told the Committee “I 
regard the remit as a separate issue from whatever ownership structure is 
chosen. The remit should, in my view, be continued and possibly strengthened 
whichever ownership structure we decide is appropriate.”169 This view is 
supported by Lord Grade of Yarmouth who believes that regulation and 
statute could be used to protect Channel 4 and “preserve the brand” if it was 
privatised.170

153. Mr Whittingdale felt that the remit could be protected: “The first way in 
which you avoid it [eroding the spirit of the remit] is by setting very clear 
requirements as part of the remit that are enforced by Ofcom. As I said, 
there is perhaps a case for making the remit more explicit in some areas. 
That would be a condition of the broadcasting licence issued by Ofcom, and 
it would be regularly reviewed in the way it is now.”171

154. This view was challenged by C4C and other evidence the Committee 
received. Professor Sylvia Harvey said:

“The Secretary of State has indicated that he would prefer to sell the 
Channel to a new owner but with its remit intact. If the totality of 
the existing remit were to be transferred to a new licence this might 
retain something of the character and quality of what C4C has come, 
historically, to represent. However … enforcement of the wide-ranging 
remit could seriously limit the market-based decisions made by the new 
owner and would almost certainly limit the profitability of the new 
company.”172

155. We are not confident that the value of retaining the C4C brand would 
be a sufficient incentive to protect the distinctive culture and quality 
of C4C in the event of privatisation.

Impact of commercial realities

Could a privatised or part privatised C4C deliver its current remit?

156. C4C operates a cross-subsidy model, which enables it to use revenue from 
commercially successful programmes to finance less commercially viable 
content. The VLV told the Committee that it did not think it would be 
possible to maintain the remit as the existing cross-subsidy model “would 
not be appropriate for a commercial company and risk taking would be 
difficult to justify to shareholders”. It considered “it will be difficult, if not 
impossible, to maintain delivery of its remit while also serving the needs of 
its shareholders.”173 Lord Hollick, former Chief Executive of United News 
and Media, agreed with this view: “a partial privatisation would create a 

168 David Abraham, ‘Speech to Enders Analysis Conference’ (9 March 2016): http://www.channel4.com/
info/press/news/david-abraham-speech-to-enders-analysis-conference [accessed 14 June 2016]

169 Q 43 (John Whittingdale MP)
170 ‘Michael Grade backs Channel 4 privatisation’, Campaign (7 December 2015): http://www.

campaignlive.co.uk/article/michael-grade-backs-channel-4-privatisation/1376013 [accessed 14 June 
2016]
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pantomime horse with the forelegs pressing hard to deliver the remit and the 
hind legs scampering to secure a generous return on its investment.”174

157. Lord Burns told the Committee:

“I cannot see how you can have part privatisation of the holding company 
of Channel 4, because it would present the same set of problems as 
privatisation, which is that you introduce a share of ownership the 
objective of which would be increasing shareholder value rather than 
focused upon meeting the remit. The incentives then become very 
different and are very much those of audiences and of removing those 
loss-making programmes.”175

158. The Chief Executive of Discovery Communications, David Zaslav, said that 
they would look at C4C if it became available, however, “When we look at 
opportunities, what we want is to be able to add value, and it’s not clear what 
we could do with C4 given the requirements”.176

Could C4C be a profitable investment with the current remit?

159. C4C believe that it would not be possible for a privatised C4C to be profitable 
yet still provide the same content that a public C4C does currently. Dan 
Brooke told the Committee:

“The fundamental incentive structure of the organisation would change 
overnight. At the moment, it is remit-maximising first. If we were no 
longer non-profit, which one assumes would happen if it was privatised, 
suddenly the primary incentive would be profit maximisation and 
everything else second.”177

160. Mr Brooke argued that it would be possible to keep the “words on the page” 
and therefore fulfil the remit but that the output would be much changed:

“you only have to look at the difference in output between Channel 4 
and the other commercial public service broadcasters that are profit-
maximising—just the difference across a range of genres and activities—
to see something approximating what one would get if one changed the 
incentive structure.”178

161. Professor Sylvia Harvey agreed that “If the totality of the existing remit were 
to be transferred to a new licence this might retain something of the character 
and quality of what C4S has come, historically, to represent” but she saw a 
major drawback of this was that “enforcement of the wide-ranging remit 
could seriously limit the market-based decisions made by the new owner and 
would almost certainly limit the profitability of the new company.”179

162. ISBA suggested that this may have a detrimental impact on advertising 
revenue “if shareholders/ dividends had to be paid, it would come out of 
revenue in turn depleting funds for quality content. This would then have 
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2016]
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an impact on the channel’s ability to attract and retain new and current 
advertisers who are targeting the hard to reach audience.”180

What changes to the remit would be necessary for profitability?

163. David Abraham told the Committee that changes would be necessary to 
the current output in the event of privatisation because “It is an obligation 
of a private company to maximise returns. The argument that these two 
priorities [public and private ownership] are somehow natural bedfellows is 
very difficult to demonstrate in practice, because we have not seen it.”181

164. Mr Abraham said that you could make Channel 4 more profitable if you: 
“asset-strip[ped] the organisation, if you took fewer creative risks, if you 
sliced the news back, did fewer “Dispatches”, stopped doing independent 
British film, worked with 50 companies not 300.” 182 He told the Committee:

 “You would go to children’s programming. You would go to the 
amount of comedy that we do—it is a very challenging genre in terms of 
profitability. You do less drama, you do more acquisition, you buy more 
entertainment shows and gameshows, you acquire more and you repeat 
more. These are the basic practices of optimising the commerciality of 
a schedule.”183

165. The Secretary of State reassured the Committee that raising revenue for 
government was not the rationale behind the assessment of the options for 
C4C: “the Treasury ultimately controls the shareholder executive that is the 
Government’s representation in the ownership, but I have had no pressure 
from the Treasury to proceed with this on the basis of trying to raise money.”184 
However, witnesses were concerned that a company might be prepared to pay 
more for C4C if they were able to alter the remit to generate more revenue 
from it.185

Could a protected remit withstand future commercial pressures?

166. Even if the current remit was preserved during a privatisation process, some 
witnesses were concerned that it might be eroded over time. David Abraham 
told the Committee: “as we have seen with other broadcasters, there would 
be efforts to optimise profitability by adjusting the remit over time.”186 ITN 
were particularly concerned about news provision; they told the Committee 
that they would call for a form of “guarantee that in the event of a change 
of ownership the remit would be “fixed” to maintain PSB obligations; 
specifically the future of the hour long news. However, whether or not this in 
future would be altered due to commercial and market pressure is unclear.”187

167. Professor Harvey suggested that there was provision in the Communications 
Act 2003 for a company to negotiate its position outside the remit. She told 
the Committee “it cannot be assumed that the regulator, Ofcom would at 
all times require adherence to the existing remit. This is in part because the 
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2003 Act requires the regulator to take account of the costs and resources 
available to providers (Section 264 (7)).”188

168. According to John McVay, “If a big company with deep pockets wants to 
lobby to change regulation or legislation, then they are perfectly able to do so. 
You may start off in a very firm, tough place, but you may not end up there, 
and then I would question why you did it in the first place.”189 John Newbigin 
agreed with this sentiment, “Even with sincere commitment and goodwill 
on the part of an owner, the history of privatisations suggest that, before 
long, creative risk-taking would hit the brick wall of shareholder interest.”190

169. In response to a question regarding the sale of Cadbury, the Secretary of 
State gave assurances to the Committee that the broadcasting industry was 
tightly regulated: “this is a broadcaster, where it is not just about accepting 
somebody’s word; there is a legal requirement to deliver on commitments. If 
they break their word, they will be in breach of the terms of their broadcasting 
licence.”191

170. The sanctions available to Ofcom in the event of a breach in broadcast licence 
conditions are listed in the box below.

Box 5: Sanctions available to Ofcom in event of a breach of broadcast 
licence

• revoke a licence (not applicable to the BBC, S4C or Channel 4)

• shorten or suspend a licence (only applicable in certain cases); and/or 
issue a direction not to repeat a programme or advertisement

• issue a direction to broadcast a correction or a statement of Ofcom’s 
findings which may be required to be in such form, and to be included 
in programmes at such times, as Ofcom may determine

• impose a financial penalty
Source: Ofcom, Procedures for the consideration of statutory sanctions in breaches of broadcast licences (19 July 
2013): http://stakeholders.ofcom.org.uk/broadcasting/procedures/procedures--sanctions/ [accessed 14 June 
2016]

171. In the case of licensed public service broadcasters the maximum financial 
penalty payable is 5 per cent of ‘qualifying revenue’.192 The ultimate sanction 
of revoking a licence is not applicable in the case of Channel 4. As Ofcom 
confirmed, “Ofcom does not have the power to revoke the C4 licence; this 
would require a change in legislation.”193

172. A licence holder could hand back their licence, at which point, they would 
cease to be a public service broadcaster and would be unable to benefit from 
the associated conditions such as EPG prominence and must carry, must 
offer obligations.194 However they would be able to continue broadcasting a 
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service on another channel. Ofcom told us that “The Corporation [C4C] is 
a statutory corporation which has a duty to secure the continued provision of 
C4. Whether a future purchaser was able to hand back the C4 licence would 
depend entirely on the statutory framework at that time.”195

173. C4C’s portfolio channels, such as E4, More4 and Film4, are not subject to 
the same obligations and regulation as the main channel. Therefore in the 
event of privatisation it would be up to the new owner to determine what sort 
of content should be broadcast on the digital channels. Ofcom told us:”How 
the Corporation uses its portfolio channels is a decision for the Corporation, 
subject to compliance with its statutory and licence obligations.”196

174. The Committee notes that Ofcom does not have the power to revoke 
C4C’s licence and we are alarmed by the prospect that prospective 
new owners of C4C could walk away from their public service 
broadcasting obligations, with Ofcom unable to prevent this.

ITV

175. Witnesses concerned about a future reduction in obligations as a result of 
commercial pressures used ITV as a case study. During the financial crisis 
in 2009, ITV requested of Ofcom that their obligations be reduced. Lord 
Grade, at the time Chief Executive of ITV, reportedly said that “If we can’t 
get quick resolution then … there is an option for ITV to give up its public 
service status … It’s not a threat, it’s a realistic scenario.”197 At the time 
Ofcom agreed that there was clear risk. In 2004 Ofcom said “By 2011, one 
or more of the ITV1 licensees may face a commercial decision to hand 
back their licences.”198 Peter Philips, then Partner for Strategy & Market 
Developments, told a conference in Cardiff “It is absolutely clear that the 
costs of being a commercial public service broadcaster will soon outweigh 
the benefits for Channel 3 licensees.”199

176. C4C argued that, as a result, “ITV’s current affairs quota was cut from 78 
hours to 43 hours per year. Its regional production quota was also cut from 
50 per cent to 35 per cent hours and spend in 2009, after it was fined by 
Ofcom for not meeting its 50 per cent out of London expenditure quota in 
2006 and 2007.”200

177. Professor Sylvia Harvey, Visiting Professor at the University of Leeds, said:

“In the case of ITV we have clear evidence that over time, and under 
external cost pressures, the regional remit, for example, was significantly 
eroded … Between 2004 and 2014—the first ten years of Ofcom’s 
existence—ITV reduced the hours of regions and nations programming 

195 Written evidence from Ofcom (SCF0031)
196 Ibid.
197 ‘ITV may hand back its public service licence, says Michael Grade’, The Telegraph (6 August 2008): 

http://www.telegraph.co.uk/news/uknews/2511454/ITV-may-hand-back-its-public-service-licence-
says-Michael-Grade.html [accessed 14 June 2016]

198 Ofcom, Ofcom’s Second Public Service Broadcasting Review (10 April 2008): http://stakeholders.ofcom.
org.uk/consultations/psb2_1/execsummary/ [accessed 14 June 2016]

199 Ofcom, ‘Ofcom Content Board Public Service Broadcasting Conference, Cardiff’ : http://media.
ofcom.org.uk/speeches/2008/ofcom-content-board-public-service-broadcasting-conference-cardiff/ 
[accessed 14 June 2016]
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by 31 per cent and their cost by 66.5 per cent … Here is clear evidence 
that public remits can be changed by private providers.”201

178. The end result, as argued by David Elstein, “is an immensely profitable 
ITV, which has been allowed to get away with a short-term measure to 
chop its obligation to news and current affairs regionally.”202 Claire Enders 
echoed this: “Now that ITV is doing phenomenally well—we do not have an 
advertising recession at all—it is not like those have been reinstated. They 
have not—they are permanent losses to viewers.”203

179. The Committee has concerns that the same situation in terms of a 
reduction in its obligations as for ITV, could happen in the case of 
C4C, if subject to greater commercial pressures.

Channel 5

180. Others cited the purchase of Channel 5 by Viacom in 2014. This was the 
first occurrence of a British public service broadcaster being bought by an 
American company.204 Gareth Barr of Ofcom told the Committee, “Viacom 
already owns Channel 5. I have not noticed a demonstrable change in the 
channel’s approach.”205

181. On that occasion the public service broadcasting obligations were increased 
by Ofcom during the change of control process. C4C told the Committee, 
“Viacom agreed to increase quotas for peak-time original production (40 per 
cent to 45 per cent), news (260 hours to 280 hours) and news in peak time 
(100 hours to 120 hours) following its acquisition of Channel 5 in 2014.” 
However, C4C suggested, “these increases were to ‘bake in’ Channel 5’s 
current performance relative to its quotas at that time with a view to ensuring 
continued delivery of originations and news at those levels.”206

182. In addition to the extended quotas, Channel 5 pledged to “increase 
investment in UK originated content on a voluntary basis”.207 In comparative 
terms Channel 5 invested £90m on first-run originated content on its main 
channel in 2013, compared to C4C’s investment of £377m on first-run 
originated content on its main channel208. However this was a voluntary 
agreement and there is no legal manner in which Ofcom are able to enforce 
it. The Secretary of State told the Committee that this acquisition “is still 
early days, but the commitment that Viacom made in acquiring Channel 5 
was a substantial commitment to investment in this country”.209

183. Although this process was only completed in 2014 and the long term impacts 
are not yet known, the Committee notes that the purchase of Channel 5 
appears so far to have had a positive impact on the amount of public service 
broadcast content.

184. We are, however, concerned about recent events concerning the owner of 
Viacom and his board of trustees. The Chief Executive, Phillipe Dauman, 
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has been removed from the board of National Amusements Inc., which owns 
80 per cent of Viacom’s voting shares, by the owner Sumner Redstone. A 
legal challenge has reportedly been issued in response in what has been 
referred to as a “bitter succession feud.”210 This could have implications for 
the future of Channel 5.

185. The Committee notes that once a company has passed into private 
ownership it is very difficult to control what subsequently happens to 
it, as demonstrated by the issues currently facing Viacom, Channel 
5’s owner.

Could Ofcom at present regulate a privatised remit for Channel 4?

186. We now consider whether Ofcom has sufficient ability and expertise to 
ensure effective delivery of the remit in the event of a change in C4C’s 
ownership. This would require a different approach by the regulator, more 
akin to ‘quality control’ than the economic approach currently taken. Such a 
change in role is a similar challenge to the one that Ofcom will face when it 
takes over the regulation of the BBC.

187. The Committee asked Ofcom if it currently had the ability and the expertise 
in place to regulate a privatised Channel 4. Ofcom responded: “We have 
to start with what the remit is, and we then have to work out the best 
way of holding them to account against it. But there have been plenty of 
circumstances in the past where remits have changed in response to changing 
market conditions and changing priorities.”211 However they did state that 
the mechanisms for accountability and governance would need to change.

188. The system of regulation flows from the remit. Therefore the quality of 
regulation can only be reliant on the quality and clarity of the remit. The 
responsibility for setting the remit would lie with the Government. Ofcom 
told the Committee: “at the point of privatisation, the Government have the 
option of deciding whether they want to place any constraints on how that 
privatisation takes place. That is a question for government.”212

189. In the event of any proposal for part or full privatisation of C4C we 
expect the Government to set out its proposition for a full, public 
consultation. If statutory change were proposed we would expect 
this to be subject to pre-legislative scrutiny.

What changes would be needed to the current regulatory system in order to hold a 
privatised or part-privatised C4C to account?

190. Dr Steve Unger of Ofcom confirmed that changes to the current regulatory 
system would be needed in the event of a change in ownership of C4C:

“I am assuming that there is at least a question as to what the remit would 
be post-privatisation. If there is no change to the remit, we would still 
have to go through the analysis, because clearly something would have 
changed—the governance mechanisms of the organisation would have 
changed. We would certainly need to look at whether the mechanism for 
holding it to account, given the desire to keep the existing remit, would 

210 ‘Viacom CEO Seeks to Reassure Employees Amid Turmoil’, Variety (May 24 2016): http://variety.
com/2016/biz/news/viacom-ceo-philippe-dauman-reassure-employees-1201782525/ [accessed 14 
June 2016]
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still be effective given the changed governance and incentives of the 
organisation. I would not assume that it would stay the same, though. 
Equally, I would not assume that we could not do it at this stage. I think 
we would have to work through the analysis.”213

191. It could be argued that a more closely defined remit would be an essential 
pre-requisite for regulation of a privatised or part-privatised C4C. Yet the 
Committee received evidence from those who felt that tighter regulation of 
C4C could lead to a reduction in creativity. The VLV said “If the regulatory 
model governing C4C is changed from being based on a mixture of qualitative 
and quantitative measures into one based more on quantitative metrics, VLV 
believes this would be likely to be restrictive and not encourage innovation 
which is at the heart of C4C’s mission.”214

192. Dan Brooke argued that the “only way you could even attempt to do it would 
be through large amounts of additional bureaucracy and then substantial 
amounts of micromanagement by the regulator.”215

193. David Abraham told the Committee that, whilst discussing a proposed 
merger of Channel 5 and C4C in 2008, there was an attempt to “combine 
a holding company that was reporting back to a foreign privately-owned 
company and then to merge it with the interests of the public service centre 
of Channel 4 … Ofcom’s view at that time … spelt out quite clearly that this 
was a very challenging thing for Ofcom to oversee in the long term.”216

194. Some witnesses doubted Ofcom’s ability to do this at present. Colin Browne 
of the VLV told the Committee, “Ofcom’s core competence is as an economic 
regulator. When one gets into some of these other areas, particularly to do 
with qualitative217 judgment and programme-making, it is not an area where 
Ofcom claims to have expertise or even wants to have expertise. It is not 
impossible, but things would have to be changed to make it happen.”218

195. A change of this kind would signal a return to an older style of regulation, 
akin to that of the ITC. As John McVay told the Committee:

“the journey of British broadcasting through regulation and legislation 
over the past two decades or more has been to become more flexible and 
more able to let broadcasters with public purposes interpret that. We see 
that the days of ITC or IBA tick-boxing have been consigned to history. 
You would have to go back to that if you were going to hold a private 
owner’s feet to the fire.”219

196. This would lead to a large disparity between C4C and the other commercial 
public service broadcasters which would still be regulated in the newer, more 
light-touch economic based system.

197. John McVay told the Committee, “if you were doing it for Channel 4, you 
would have to do it for everyone … Channel 4 is a commercial operator 
and you would have an asymmetrical degree of regulation for people who 
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are competing in the commercial market.”220 Dan Brooke agreed that this 
disparity of regulation across the PSBs was likely to be a concern. He said 
that “a new owner [of C4C] would say, “ITV and Channel 5 don’t have that 
degree of bureaucracy and micromanagement, so can’t we have as little as 
they’ve got?”221

198. If regulation by genre quotas was determined to be the best way to 
preserve the remit it would be necessary to determine how those 
genres were defined, and by whom. The Committee would expect 
Ofcom to play a key role in this process.

199. If any form of C4C privatisation is taken forward, it will be necessary 
to consult on the impact of regulatory change, not just on C4C but on 
the public service broadcasting ecology.

220 Q 38 (John McVay)
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ChAPTER 5: IMPACT OF PRIVATISATION ON CREATIVE 

LANDSCAPE

200. The UK’s television industry is widely felt to be a success due to the special 
ecology of the sector, with a range of different organisations with different 
goals, business models and sizes. These different models mean that there 
is strong competition between a mix of public service and commercial 
operators, but with different objectives and incentives. John McVay told the 
Committee:

“What we have … is a Rubik’s cube of intervention, regulation and 
market dynamics, which is generating one of the world’s most successful 
TV economies. We are the second largest exporter. We are in every 
single major market around the planet. We have soft power in China and 
Latin America. Everywhere you go you will see British programming. 
The global TV industry is the biggest entertainment market at $400 
billion and the world wants great quality product. By accident, design 
or intervention we have magicked up a system that produces that. We 
would be mad to mess around with it too much”.222

201. C4C plays a key role in an ecosystem which it was broadly felt worked well. 
Sky told the Committee that it “considers that the market is well placed to 
deliver programming that viewers want and value, including content that 
fulfils particular public policy objectives. But this position does not translate 
into consequential support for a removal of C4C’s PSB remit as part of a 
privatisation process.”223 Viacom said:

“This combination of broadcasters—competing against each other for 
audiences while playing complementary roles—generates a rich mix 
of high quality predominately British programmes, delivered free of 
charge to all television viewers in the UK. The PSB system also serves 
the wider creative industries through its investment in UK content and 
commissioning of independent producers. VIMN would be opposed to 
proposals to upset this successful arrangement, including any plans to 
privatise Channel 4.”224

Role as innovator

202. The Digital Economy Act 2010 stipulates that C4C must “support the 
development of people with creative talent, in particular—people at the 
beginning of their careers in relevant media content or films, and people 
involved in the making of innovative content and films”.225 Creative England 
argued that this was “vital” as the film and television industry “needs 
‘nursery slopes’—a reasonably well-funded space in which talent can develop, 
take risks and innovate”.226 Channel 4, Film4, and the broadcaster’s other 
portfolio of platforms have traditionally provided this space. Skillset told the 
Committee that this was particularly important as it is “different from the 
requirements of its PSB counterparts (particularly the BBC and ITV) and 
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on that basis, our response addresses why Channel 4’s responsibilities for 
nurturing and developing talent should be protected.”227

203. C4C was a founding partner of and provides core funding to Creative Skillset; 
in 2015 this was £252,000 as well as an investment in the TV Skills Fund of 
£110,000. Skillset argued that this is “particularly important in light of the 
government’s shift away from public subsidy of skills”. This role was believed 
to be threatened by privatisation as suggested by Creative Skillset: “In our 
observations of working across the Creative Industries, the more commercial 
a channel becomes, the less emphasis there is on training that supports the 
broader needs of the screen and creative industries.”228

204. Creative England cited research carried out by Oliver & Ohlbaum which 
demonstrated that C4C “tries more new ideas out than other main 
broadcasters; has a stronger record of trying out new ideas on the main 
channel and encouraging and nurturing risks”.229 It argued that “There 
should be little doubt that Channel 4’s unique remit is at the heart of this 
risk taking behaviour.”230

Independent Production

205. C4C has a key role in the independent production sector as John McVay 
explained to the Committee: “Channel 4 was set up with the purpose of 
stimulating the independent production sector to create more competition, 
more diversity and more innovation. It is a very important buyer from 
independent producers across the UK.”231 In 2015, Channel 4 worked with 
295 suppliers232 and spent £455 million on original UK content.

206. C4C’s role as an incubator of new independent production talent is a 
particularly significant one. The International Broadcasting Trust feared a 
private owner of C4C would be less likely to commission from the smaller, 
newer companies which C4C had a remit to support with its £20m Indie 
Growth Fund.233 It said “new, less experienced companies, which by their 
nature poise a greater risk to C4C, are likely to lose out on commissions and 
production companies with a track record would be favoured.”234 Creative 
Industries England pointed out that Channel 4’s main channel alone 
commissions from over 230 different companies—90 more than any other 
PSB channel. It stressed the importance of the Indie Growth fund in helping 
production businesses build critical mass and providing a counter to the 
increasing consolidation of the sector.235

Terms of trade

207. The terms of trade are a form of regulatory protection for independent 
production companies and have been key to the success of independent 
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production in the UK. They were introduced in the 2003 Communications 
Act to address the balance of buyer power in the market. Previously, the 
four PSBs [BBC, ITV, C4 and Channel 5] accounted for 90 per cent of all 
programming spend, and were able to leverage all intellectual property rights 
from their suppliers. Section 285 requires that the PSBs must have a code 
of practice that regulates the dealings between them and their suppliers, the 
independent producers. If a company is bought by a foreign broadcaster or 
foreign media company with broadcasting interests in the UK, it no longer 
“qualifies” as an independent producer and therefore does not get the 
benefits of the regulatory protection.

208. The independent television production sector in the UK has been going 
through significant changes, with consolidation leading to the creation of 
some very large production companies, some owned by large US groups, 
others by broadcasters (UK and international) with vertical integration 
strategies. However, the independent sector remains a dynamic one—with 
on average 100 new companies setting themselves up every year and half 
of those start-ups still operating after two years.236 C4C continues to have 
a crucial role in maintaining plurality in the sector and in supporting the 
emergence of new companies. It continues to work with fewer of the largest 
producers than the BBC, ITV or Channel 5. Since 2009, it has consistently 
sourced half its content from medium sized companies (turnover £25–70 
million) and its proportion of commissions for smaller companies with a 
turnover of £5m–£10m has been between 12–20 per cent since 2012.237

209. There has been recent debate regarding the balance of power between 
production companies and broadcasters. The regulatory protection was 
originally designed to protect small companies and promote growth in the 
industry. However, in the last 10 years there has been rapid consolidation in 
the market of the top seven UK producers, accounting for around £1bn of 
UK revenue, and six are now owned by large foreign media companies.

210. This debate notwithstanding, C4C plays a crucial role with middle to 
small sized companies, as Pact told us: “C4 continues to work with fewer 
of the largest indies than the BBC, ITV or Channel 5. Since 2009, it has 
consistently sourced approximately half of its content from indies with a 
turnover of between £25m–£70m. The proportion of indies with a turnover 
of between £5m–£10m which Channel 4 commissions has also remained 
fairly stable, at around 12–20 per cent (with the exception of 2011, when it 
dramatically reduced).”238

211. The publisher broadcaster model with multiple suppliers is a core 
part C4C’s ability to deliver distinctive programming. The Committee 
recognises the need to protect this crucial role for C4C in supporting 
and commissioning smaller companies and recommends that, in 
the event of privatisation, this be made clear as part of their remit.

212. A commercial owner could look to operate outside the terms of trade in 
order to maximise profit. It could do this by increasing commissioning from 
non-qualifying producers (in as much as possible if a quota still applied) and 
vertical integration of the broadcaster.

236 Q 39 John McVay
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213. TAC had concerns that Channel 4 should remain in public ownership, “due 
to its unique and highly productive relationship with the indie TV production 
sector, including in the UK nations”. It felt that C4C’s current business 
model “is sustainable and therefore preferable to one where the Terms of 
Trade for independent producers were altered, potentially disrupting the 
rapid growth of the UK’s TV production sector.”239

Vertical integration

214. As the industry has grown, content is now available through more distribution 
methods, such as Video on Demand, international and secondary broadcast. 
This has led to a growth in the amount of categories of rights that a broadcaster 
and indie can exploit. As a result, owning the Intellectual Property of content 
has become more lucrative and therefore important. C4C can only currently 
own a limited amount of this as befits its status as a publisher/broadcaster.

215. Under section 295 of the Communications Act 2003, C4C is required not to 
be involved in the making of programmes for Channel 4 except to such an 
extent as Ofcom may allow:

“The regulatory regime for Channel 4 includes a condition requiring 
C4C not to be involved, except to such extent as OFCOM may allow, in 
the making of programmes to be broadcast on Channel 4.”240

Ofcom has not allowed C4C to be involved in the making of programmes 
for Channel 4 and Channel 4 has, to date, not requested that it be allowed 
to do so.

216. A private owner of C4C could look to change this status by starting the 
process of negotiation with the regulator with the aim of moving production 
in-house and therefore retaining all rights to programmes. As Professor 
Sylvia Harvey told the Committee “It is a generally accepted truth that … 
it is cheaper to show bought in programmes than to make your own and 
the original C4C production quota would limit the scope for buying in 
programmes.”241

217. The Secretary of State told the Committee:

“Arguably, that is the direction in which a lot of media companies are 
going. For instance, ITV is investing heavily in production capacity 
now, because it, too, recognises that it becomes more vulnerable if it is 
dependent solely on advertising revenue … Channel 4 has in small part, 
but is prevented from doing so. If it were part of a company that was 
not just reliant on advertising, that might strengthen it. The production 
quotas would remain, or we would look at what the appropriate 
production quotas were.”242

218. John McVay told the Committee that the publisher broadcaster model is 
efficient “until you get to the point where you want to wholly own and control 
intellectual property rights. That is when you get tempted to set up in-
house production.”243 ITV have adopted a strategy of acquiring production 
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companies and, as Creative England told the Committee, this has seen “the 
value of external commissions drop by £95 million between 2008–2013 
and internal commissions rise.”244 TAC also acknowledged ITV “lobby to 
drastically reduce its commitments to out-of-London production over the 
years, and focused spend more on a smaller number of producers, including 
its own in-house operation.”245

219. VLV identified a risk that if C4C were privatised a “private owner could seek 
to reduce that investment by making its own programmes, in line with global 
trends in the broadcasting industry. This would lead to higher profit margins 
and more predictable income from owning the rights to its programmes.”246 
The danger inherent in this is that C4C would work with fewer external 
suppliers and therefore provide less business and revenue to the independent 
production industry.

220. John McVay said that a broadcaster would “normally be driven by its desire 
to retain and own and control intellectual property rights … we would be 
fundamentally opposed to that on Channel 4. When that has been mooted 
by previous governments we have made it very clear that would be damaging 
to the interests of the diversity of the SMEs that we represent.”247 ITN were 
also of the opinion that this could damage the industry: “Any change in 
its status could adversely impact upon the media ecosystem in the UK if a 
proportion of Channel 4 commissioning was removed from the independent 
production market.”248

221. Professor Harvey sounded a note of caution that the remit could be protected 
in this case. She said, “since the wording of Section 278 does not specify 
original British or European material, it might be possible to produce ‘original’ 
material in the UK that was primarily intended to be attractive to American 
or other international markets”. She felt that a “point of principal here is that 
market wisdoms and shareholder interests might both be jeopardised by a 
strong remit”.249 A new owner with a substantial back-catalogue of content 
may opt to show this (subject to first-run quotas) instead of commissioning 
new UK content.

222. The Committee think a C4C that makes a substantial part of its 
content in-house would have an adverse effect on the independent 
production sector. We are alarmed at the prospect of privatisation 
leading to a reduction in spending on independent production.

Instability

223. The review of C4C began in September 2015. Charles Gurassa, the Chair of 
C4C, when launching the Annual Report 2015, said:

“This review was first publicly discussed in the autumn, we are now in 
mid-May, and prolonged uncertainty is not good for any organisation … 
It’s not good for our staff, it’s not good for our business partners, it’s not 
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good for our advertisers, because they are all asking … what is going to 
happen and what will the implications be?”250

224. The terms of trade were subject to a review by Ofcom in December 2015 
at the request of the Secretary of State. This, along with the uncertainty 
around Channel 4 and BBC Charter Renewal, has led to a “chilling” impact 
on the industry as John McVay told the Committee:

“The fact that we do not know whether the regulation underpinning our 
businesses is going to be retained or not. I have spoken to a number of 
venture capital and equity companies and they will not be investing in 
the sector any time soon because we are all driven by IP and if we lost 
the IP which underpins our businesses, they will not invest.”251

This report was presented to the Government in December 2015.

225. The Secretary of State said on 27 May that he had “considered carefully 
Ofcom’s report on the television production sector and decided that the 
regulations continue to be effective and play a key role in supporting a 
diverse and vibrant production sector. We have therefore decided to make 
no change.”252

226. We note the continuous process of reviewing aspects of the 
broadcasting industry is unsettling for the management of C4C. 
As we noted in our report on BBC Charter Renewal, Reith not 
Revolution, we consider that major changes should be considered 
principally at an appropriate interval such as a licence renewal, not 
on a constant basis between renewals.

How much might C4C be worth?

227. There have been conflicting reports as to the value of C4C in the event of 
privatisation. Much of this conflict can be attributed to a confusion as to 
exactly what would be included in the deal. The Secretary of State said: “I 
have not had a figure quoted to me. Genuinely, I cannot tell you what value 
specifically it could raise if it were sold either whole or in part. There are an 
awful lot of variables.”253

228. Claire Enders told the Committee “with a licence that ends in 2024 and 
no certainty of renewal, and broadly speaking with some flexibility in the 
remit—requiring primary legislation … and privatising the business at the 
end of 2017, with only seven years to go on a sinking licence, you would 
be very pressed to get more than £1.5 billion.”254 However she added that 
with “vertical integration and IP ownership, the flexibility of the model, the 
flexibility to make profits, and the flexibility to trade outside small companies 
… particularly an extension of the licence to 2030, would make this business 
of £2.5 billion or £3 billion significantly attractive.”255

250 ‘Channel 4 condemns government for “prolonged uncertainty” over privatisation’, City AM (10 
May 2016): http://www.cityam.com/240785/channel-4-condemns-government-for-prolonged-
uncertainty-over-privatisation [accessed 14 June 2016]

251 Q 37 (John McVay)
252 ‘Whittingdale: ‘no change’ to Terms of Trade’, Televisual (27 May 2016): http://www.televisual.com/

news-detail/Whittingdale-no-change-to-Terms-of-Trade_nid-5997.html [accessed 14 June 2016]
253 Q 57 (John Whittingdale MP)
254 Q 5 (Claire Enders)
255 Q 9 (Claire Enders)
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229. An academic report, commissioned by C4C and led by Professor Barwise 
and Gillian Brooks, said the value under the current remit would be no 
more than £500m. This includes “up to £175m of cash in the bank” and 
is based on “potential earnings before interest, taxes, depreciation, and 
amortisation of between £28m and £36m, and a valuation multiple of 11 
time Ebitda.”256Professor Barwise’s rationale for this was “Given the risks 
and the need for the buyer to make a profit on the deal, a realistic maximum 
price for C4 … would be £400–500m—around the same as Channel 4’s 
£443m book value. Anything above this could only come from the buyer’s 
ability to get more ‘bang for the buck’ (revenue per pound) from Channel 4’s 
content budget.”257

230. David Elstein said the “commercial opportunity is you have that £940 
million of steady cash flow at the moment, and that is what it has been for 
the last five, six, seven years … If you add on to that the £230 million of cash 
reserves and the £85 million of building value—let us put a six times multiple 
on it—that looks about £1.5 billion, and you are still going to be able to 
deliver a high-quality Channel 4.”258 The Committee noted that the value of 
C4C to the Treasury in the event of a privatisation would be proportionately 
diminished if there was an advertising downturn.

Ownership

231. This section looks at the current restrictions on media ownership in the UK 
and possible buyers if C4C were to be fully or part-privatised.

232. The current UK broadcasting landscape is set out in the table below.

Table 1: Ownership of media brands

Company Foreign company Percentage stake
ITV Liberty Global 9.9

Channel 5 Viacom International Media 
Networks

100

Sky 21st Century Fox 39

Financial Times Nikkei 100

Talkback Thames RTL (Bertelsmann) 100

Ownership restrictions

233. The current national restrictions on the ownership of UK media companies 
are:

•  No one can own more than 20 per cent of a Channel 3 licence and 
national newspapers with more than 20 per cent market share. The 
same restriction applies to any media company which is more than 20 
per cent owned by someone who has more than 20 per cent of the 
national newspaper market. [Sometime known as the “20/20” rule, it is 
really a “20/20/20” rule.]

256 EBITBA is earnings before interest, taxes, depreciation and amortization.
257 Patrick Barwise and Gillian Brooks, The Consequences of Privatising Channel 4 (May 2016): http://www.

channel4.com/media/documents/press/news/Desktop/Barwise_final%204May’16.pdf [accessed 14 
June 2016]
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• Specific prohibitions on licence holding. There is still a prohibition 
on political parties holding any broadcasting licences and on religious 
bodies holding certain licences for Channel 3 and Channel 5, any 
national radio analogue licence, and multiplex licences.

• Channel 4 and S4C may not hold Channel 3 or Channel 5 licences.

• The Nominated News Provider for Channel 3 cannot be under the 
control of political or religious bodies or bodies which would be barred 
from holding a Channel 3 licence.

• Media Plurality Public Interest Test. The Secretary of State may 
intervene in media mergers where he has concerns about media 
plurality.259

234. The Competition and Markets Authority (CMA) is responsible for 
investigating mergers which could restrict competition, conducting market 
studies and investigations in markets where there may be competition and 
consumer problems. Several witnesses felt that there could be a role for the 
CMA in any potential privatisation of C4C. The guidance provided by the 
CMA is outlined in the box below.

Box 6: Competition and Markets Authority guidance

A merger must meet all three of the following criteria to constitute a relevant 
merger situation for the purposes of the Act:

1. Two or more enterprises (broadly speaking, business activities of any kind) 
must cease to be distinct, or there must be arrangements in progress or in 
contemplation which, if carried into effect, will lead to enterprises ceasing 
to be distinct.

2. Either the UK turnover associated with the enterprise which is being 
acquired exceeds £70 million (known as ‘the turnover test’), or the 
enterprises which cease to be distinct supply or acquire goods or services 
of any description and, after the merger, together supply or acquire at least 
25 per cent of all those particular goods or services of that kind supplied 
in the UK or in a substantial part of it. The merger must also result in 
an increment to the share of supply or acquisition. (This test is hereafter 
referred to as ‘the share of supply test’).

3. Either the merger must not yet have taken place, or it must have taken place 
not more than four months before the day the reference is made, unless 
the merger took place without having been made public and without the 
CMA being informed of it (in which case the four-month period starts 
from the earlier of the time the merger was made public or the time the 
CMA was told about it). The four-month deadline may be extended in 
certain circumstances.

Source: Competition and Markets Authority, Mergers: Guidance on the CMA’s jurisdiction and procedure 
(January 2014): https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/384055/
CMA2__Mergers__Guidance.pdf [accessed 20 May 2016]

235. Ofcom published a review of media ownership rules in 2009 which states:

259 The Leveson Inquiry, Department for Culture Media and Sport submission: Media Ownership Summary (9 
July 2012): http://webarchive.nationalarchives.gov.uk/20140122145147/http:/www.levesoninquiry.org.
uk/wp-content/uploads/2012/07/DCMS-submission_Narrative-on-media-ownership.pdf [accessed 
14 June 2016]
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”The media ownership rules operate in parallel to the merger regime, 
which aims to prevent consolidation that would substantially reduce 
competition in particular markets. The merger regime may indirectly 
protect plurality by doing so. The Secretary of State (for Business, 
Innovation and Skills) can also intervene in a media merger if it raises 
public interest considerations, including plurality.”260

236. The Committee would expect the Secretary of State for Business, 
Innovations and Skills to consider the matter in the event of C4C 
privatisation as it would clearly be a matter of public interest.

237. Ofcom would also have a role in determining the award of any licence. In 
regard to the award of Broadcast Licences, under Sections 3(3) of each of the 
1990 and 1996 Broadcasting Acts, Ofcom:

(a) shall not grant a licence to any person unless satisfied that the person 
is a fit and proper person to hold it; and

(b) shall do all that they can to secure that, if they cease to be so satisfied 
in the case of any person holding a licence, that person does not remain 
the holder of the licence.261

Ofcom state that it “will take into account any relevant misconduct of those 
who manage and control the licensee”.262 These rules prevent or limit control 
of television and radio by certain owners whose influence might cause 
concern. (for example, political parties and religious bodies)

238. There are three main types of circumstances in which Ofcom would consider 
a person to be not fit and proper:

(1) where the holding of a licence by a person of that nature poses a clear 
risk of substantial harm to an audience, for example if a licence holder 
had a history of fraud;

(2) where the ownership would bring into question public confidence in 
the regulated activity as a whole; and

(3) where the licensee lacks respect for, or the ability to comply with, 
the regulatory regime, and therefore the continued ownership would 
undermine the regulatory regime, for example if a licensee commits 
serious and repeated breaches of its licence conditions.263

239. The Committee is not convinced that the current process of 
determining ownership, if C4C was offered for privatisation, would 
deliver an acceptable outcome for a privatised C4C.

240. As we stated in paragraph 189, the Committee would expect the 
Government, in the event of any proposed privatisation, to ensure 
that an appropriately robust and transparent process of consultation 
be followed prior to Parliament’s consideration of the proposal.

260 Ofcom, Media Ownership Rules Review: http://stakeholders.ofcom.org.uk/consultations/morr/summary 
[accessed 20 May 2016]

261 Broadcasting Act 1990, Broadcasting Act 1996
262 Ofcom, Frequently asked Questions: Fit and Proper’ in relation to broadcast licensees: (updated 10 May 

12): http://stakeholders.ofcom.org.uk/binaries/broadcast/tv-ops/fit-proper/FandPFAQ-update.pdf 
[accessed 20 May 2016]

263 Written evidence from Ofcom (SCF0031)
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Who are the likely buyers if Channel 4 were to be privatised?

241. The Government’s position is not yet clear regarding the future of C4C, 
therefore speculation on likely buyers is theoretical. However, it would be 
an essential part of any consultation on this topic to consider the available 
options and the likely impact on C4C and the wider industry.

242. A report commissioned by C4C and authored by Patrick Barwise and Gillian 
Brooks, The Consequences of Privatising Channel 4, stated that the most likely 
buyer would be “a US buyer or consortium, such as Discovery or Channel 
5 owner Viacom, with the prime UK candidate BT. The most likely [UK 
communications company] candidate is, in our view, BT… Given its cash 
flow and balance sheet, BT could certainly afford to buy Channel 4, even 
after the EE acquisition. It is also already expanding in TV, although this 
development is still at a relatively early stage.”264

243. The report says a UK communications company might be considered a 
“more attractive” buyer politically than a US company, because it would keep 
Channel 4 in UK hands and is most likely to keep its publisher-broadcaster 
model intact, but the Government would have to run an open, competitive 
bidding process”.265

244. The Secretary of State said:

“I do not think that there is any shortage of interest, not just from big, 
US-based international broadcasters but from some in the UK … I talk 
to a large number of media companies. There is no shortage of potential 
interest, but before anyone is going to say for definite, they would want 
to see what we have decided about the structure and a remit—all these 
things. There are a lot of companies in the media industry at the moment 
that see it as an opportunity to grow, invest and do well.”266

245. Scripps Networks International has stated that it would look at buying 
Channel 4 if the broadcaster was put up for sale.267 Scripps Networks is an 
American company which owns media brands including Food Network, 
DIY Network, Cooking Channel and Travel Channel. In 2001 it bought a 
50 per cent stake in UKTV in a deal reportedly worth £339m.268

246. Claire Enders advised the Committee that if “you were going to proceed 
down the route of introducing primary legislation that substantially altered 
the remit, there would be many, many takers.” She said the companies likely 
to be interested would be “American companies” and that “We have seen 
every company, including Vivendi and even Bertelsmann, express an interest 
in Channel 4.”269 However she continued to say that if it was sold with the 

264 Patrick Barwise and Gillian Brooks, The Consequences of Privatising Channel 4 (May 2016): http://www.
channel4.com/media/documents/press/news/Desktop/Barwise_final%204May’16.pdf [accessed 14 
June 2016]

265 ‘BT ‘most likely’ UK company to bid for a privatised Channel 4’, The Guardian (4 May 2016): 
http://www.theguardian.com/media/2016/may/04/bt-most-likely-uk-company-channel-4-privatised 
[accessed 14 June 2016]

266 Q 60 (John Whittingdale MP)
267 ‘UKTV co-owner would look at buying Channel 4 –but Disney rules itself out’, The Guardian (8 

March 2016): http://www.theguardian.com/media/2016/mar/08/uktv-owner-channel-4-disney-
scripps [accessed 14 June 2016]
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remit that would “narrow the group down very strongly. Then only European 
companies would be interested.”270

247. David Elstein told the Committee that:

“Liberty Global does not have any particular broadcast assets in the UK, 
but owns Virgin Media. That looks a very acceptable home … Discovery 
is the most obvious of all the potential partners, not least because it has a 
big portfolio of pay-tv sports rights, which require free-to-air expression 
at some level, so partnering up with a free-to-air channel would make 
sense. There are three or four European companies I could imagine.”271

248. On the possibility of Sky or ITV being interested in buying the Corporation, 
the Secretary of State said:

“That would be, first, a matter for the competition authorities. There 
were would be issues around general competition policy both in terms of 
advertising and the reduction in competition for television advertising, 
as well as potentially around news provision. The first thing one would 
want to do is get advice from Ofcom and the competition authorities on 
whether there were concerns in that area.”272

249. David Elstein said: “if Sky bids for Channel 4, I am confident that the 
competition authorities would say, ‘Sorry, in the advertising marketplace 
you are going to be too large. That is an unacceptable merger’”. He thought 
“News Corp rather than Sky is a possible.”273

250. The impact on the advertising market was also identified as having a key role 
in who would be eligible to purchase or part purchase C4C. David Elstein 
said, “I do not think ITV would be allowed to merge with Channel 4 because 
of the impact on the advertising marketplace.”274

251. There are currently three main television advertising sales houses in the 
UK:275

(1) ITV: Sells advertising for the ITV portfolio of channels.

(2) Channel 4: Sells advertising for Channel 4 and the portfolio, alongside 
all of the UKTV channels, BT Sport, ESPN as well as a selection of 
music channels.

(3) Sky: Sells advertising for wholly owned channels such as Sky 1 and Sky 
Atlantic along with others including various Viacom stations such as 
Channel 5.

A buyout or merger between two of these groups would leave only two 
television advertising sales houses in the UK.

252. The Committee was concerned that, in the event of a privatisation, 
because of the limited number of advertising sales houses, a purchase 

270 Ibid.
271 Q 29 (David Elstein)
272 Q 60 (John Whittingdale MP)
273 Q 29 (David Elstein)
274 Q 29 (David Elstein)
275 Turner Media Innovations also sells advertising for their channels including Cartoon Network and 

TCM.
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by a UK company could be considered too great a risk under 
competition law, making it more likely that that an overseas company 
would be the buyer.

Could an independent producer buy Channel 4?

253. Some of the biggest independent production companies in the UK are 
international owned (for example, Endemol Shine is 50 per cent owned 
by Rupert Murdoch’s 21st Century Fox and 50 per cent by Apollo Global 
Management). Some of these companies would, undoubtedly, have the 
means to invest in the broadcaster. The BBC were approached by Avalon 
and Hat Trick in 2015 with a proposal to buy BBC Three in an attempt to 
prevent the channel from moving online only.276

New digital intermediaries such as Amazon or Netflix?

254. There was little support for the idea that a new digital intermediary such as 
Amazon or Netflix might be interested in buying C4C. John McVay told the 
Committee: “I cannot see why they would be interested. They are in a pay 
model and in 130 countries. I think Channel 4 would be at the margins of 
their interests.”277 C4C referenced the importance of these new companies 
as advertisers rather than rivals: “while much has been said about the rise of 
global OTT278 services such as Netflix and Amazon, it is to traditional, linear 
TV that these companies turn to market themselves … Google, Facebook and 
Netflix spend over 60 per cent of their marketing budgets on TV advertising.”279

Foreign investment

255. C4C is a very influential broadcaster in the UK and occupies a prominent 
position on the electronic programme guide. Whilst it was widely 
acknowledged that overseas investment is, in itself, not necessarily a negative 
outcome, there was concern expressed regarding who the potential buyers 
might be and what their commitment to UK broadcasting would be.

256. Ofcom told the Committee:

“Were you to see the acquisition of either Channel 4 or ITV, the 
core thing that is delivering the revenues to those businesses is their 
attractiveness to UK consumers, and all our research suggests that UK 
consumers love new UK programmes .… what we care about is what 
the broadcasters deliver to audiences, and of course we care about UK 
production. A foreign-owned broadcaster still ought to have a commercial 
incentive to produce content that is targeted at UK audiences. We do 
not automatically assume that foreign ownership is always a bad thing.”

However it did acknowledge, “there could be concerns in some areas.”280

257. David Abraham told the Committee:

“It is possible to observe that there have been some very big changes in 
consolidation of ownership of production and potentially future changes 

276 ‘BBC Three: TV production companies bid to buy channel’, BBC (20 January 2015): http://www.bbc.
co.uk/news/entertainment-arts-30894987 [accessed 14 June 2016]

277 Q 39 (John McVay)
278 Over The Top services: the delivery of audio, video, and other media over the Internet.
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in the control of Sky, for example. Were all those to come to pass and we 
were to play them through in the next five to seven years, we would have 
a very different landscape where big decisions were being made outside 
the UK. That is a broader ecology point than it is specific about who 
individual assets such as ours might be owned by.”281

258. It could be expected that C4C would be attractive to large overseas media 
companies such as Russia Today or a Chinese investor. In response to this 
the Secretary of State said: “I think that both of those would raise serious 
questions about the motivation. There is a test for determining whether 
a person is appropriate for owning a broadcasting channel. Certainly the 
performance of Russia Today in meeting impartiality requirements has not 
been particularly strong in recent times.”282

259. There was concern that a foreign buyer might seek to produce programming 
for an international audience in order to create more revenue. Colin Browne 
said “that there would be pressures on Channel 4, or what became of it, to 
produce programming that was geared towards an international market and 
international audience. Therefore, one would lose one of the big strengths 
of Channel 4 at the moment, which is making programmes for the British 
market, and for parts of the British market that are not covered by some of 
the other mainstream broadcasters.”283

260. The Secretary of State acknowledged that any decision would need to be 
considered on “plurality grounds, which Ofcom might also look at.”284

261. In the case of news, there was concern that an owner might, if able to 
acquire C4C under plurality guidelines, seek to influence its news agenda. 
The Secretary of State gave the example of Fox News in the US and Sky 
News. He said “Fox News is probably not fully in accordance with the 
impartiality requirements of Ofcom—it has not been put to the test, but I 
suspect some might argue that it is not—whereas Sky News has an extremely 
strong reputation for delivering accurate, impartial news. There has been no 
evidence of its ultimate owners wishing to change that.”285

262. Mr Whittingdale told the Committee that “I am not going to say yes or no to 
a particular company here and now, but obviously those issues would need 
to be thought about very carefully.”286

263. The Committee has reservations about future potential owners, 
were C4C to be privatised, and we seek greater assurances from 
the Secretary of State that any new owner would be robustly held to 
conditions which ensured no negative impact on the viewer or the 
creative industries of the UK.

Safeguards/processes

264. Ofcom told the Committee:

“Once it [C4C] is in the commercial sector, we already have a process 
we apply for the range of commercial licensees. Whenever there is a 

281 Q 46 (David Abraham)
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change of control of the commercial broadcasters that we license, we 
go through a change of control process. That process has historically 
involved us assessing the delivery of those broadcasters against quotas 
and asking ourselves whether under the new ownership we think there 
is likely to be a change in that level of delivery that would concern us. 
If we think that there might be a change, we have the ability to vary the 
licences, essentially to lock in historic levels of delivery. That is never 
a perfect mechanism, but it gives us a certain level of ability to handle 
changes in delivery that we think come with changes of ownership. That 
is a generic ability that could certainly apply in case of a foreign bid”.287

265. David Elstein has advocated a guarantee of “taking back the spectrum, the 
EPG slots, the things that are specifically in the gift of government and 
regulator, in the event of A, B, C or D. My modest experience of dealing 
with these international organisations is that what they most like in life is 
high-quality content. That is what they are looking to make. That is what 
works for them internationally.”288

266. We do not believe that the current system of licence holder evaluation 
would be suitable for the expectations and protections which should 
be in place for the sale of one of the UK’s major public service 
broadcasters. We are concerned that this is too light touch for a sale 
of an important UK public service broadcaster.

287 Q 21 (Dr Steve Unger)
288 Q 30 (David Elstein)
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ChAPTER 6: ALTERNATIVE OWNERShIP OPTIONS

267. The other ownership options presented in Chapter 2 are to maintain the 
status quo with regulatory reform, mutualisation and a partnership or 
merger. We will now look at each of these in turn.

Status quo with support from regulatory reform

268. C4C could remain as a publicly owned, not-for-profit company, but assisted 
by all or some of the ideas in the Ofcom 2015 review such as treating the 
remit as across the whole portfolio and extending EPG prominence for 
C4C’S digital channels and All4.

269. Creative England supported the extension of the remit to the portfolio: 
“the broadcaster may be able to more effectively, and more meaningfully, 
deliver PSB goals to its core (young) audience, be better placed to adapt 
to a fast and ever changing media landscape and accommodate changing 
media consumption habits.”289 The Arts Council agreed that this may bring 
a “modernisation of public service broadcasting to include content across 
platforms to achieve public service outcomes.”290

270. However there was concern that the extension of PSB status across all services 
could lead to “an option for C4C to ‘water down’ their PSB commitments 
across their channels and platforms.”291 Pact agreed that this “would dilute 
its remit and could lead to important PSB content being shown on secondary 
channels, or online only, rather than in a more prominent position on the 
Channel 4 main channel. This would not, in our opinion, be in the best 
interest of viewers.”292 The Arts Council were concerned about a potential 
withdrawal of content from the main channel. VLV said it would be “crucial 
to ensure adequate delivery of the C4C remit where it can make the most 
impact, which may still be on the main channel.”293

271. The IBT suggested “regular assessments to ensure that C4C maximises the 
impact of its PSB content and is not allowed to move it onto platforms where 
it will have less impact.”294

272. Commercial broadcasters were also critical of the extension of benefits to 
C4C’s portfolio services and a potential negative impact on their business. 
Sky believed that “the regulatory framework already confers significant 
indirect advantages on C4C’s ancillary services through cross-promotion 
and awareness that its prominent parent channel provides. Granting benefits 
such as prominence to additional services would only serve to stifle growth 
and investment by competitors.”295

273. The Commercial Broadcasters Association (COBA) told the Committee that 
“Granting EPG prominence to Channel 4’s suite of portfolio channels would 
mean other channels would have to be displaced in order to accommodate 
those channels. COBA members have invested heavily in developing their 
businesses–EPG position being a key component of that development, and 

289 Written evidence from Creative England (SCF0014)
290 Written evidence from Arts Council (SCF0016)
291 Written evidence from BFI (SCF0017)
292 Written evidence from Pact (SCF0022)
293 Written evidence from VLV (SCF0010)
294 Written evidence from IBT (SCF0009)
295 Written evidence from Sky (SCF0018)
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something for which channels can pay significant sums. Losing their often 
hard-won EPG position would damage a channel’s audience share, revenues 
and, by extension, content budget.”296 Pact felt that should any of the PSB 
benefits be extended to C4C’s portfolio channels, the PSB obligations should 
be extended in a similar way.297

274. Pact considered that this would be of negligible financial benefit to C4C as it 
already “trades advertising slots in bundles which include C4 main channel 
alongside airtime slots on the portfolio channels such as E4 and More4.”298

Mutualisation

275. Mutualisation is a form of not-for-profit ownership. Not-for-profit 
organisations in the UK can take several forms such as a company limited by 
guarantee, a community interest company, a mutual enterprise or a charity.

276. Mutualisation was proposed to the Government by Lord Burns in his last 
year as Chair of C4C. He said that “for most activities in life I am a great 
believer in shareholder companies … I just think that for most activities it is 
the best way of doing things. However, broadcasting is a very different type 
of landscape and requires different treatment.”299

277. Lord Burns told the Committee in his ‘exit’ interview that the main 
advantages would be that the Government could take some money out of 
C4C, if it wished, that it would be easier to do joint ventures and that it 
would provide Channel 4 with a “safe harbour rather than having to refight 
this battle about the ownership of the Channel every 10 or 15 years”.300

278. He saw the benefit of this approach for the Government as being able “to 
put some debt on to the Channel 4 balance sheet where at present there is 
no debt, and the Government would probably be able to be paid something 
for it.” This would enable the Government to remove C4C from the public 
sector but allow it to “remain a not-for-profit company rather than one that 
was motivated by shareholder value.”301

279. Lord Hollick, former Chief Executive of United News and Media, agreed 
that, if the ownership model were to change, this was the best option for 
the broadcaster. He told the Committee: “if the Government is intent upon 
monetising the book value of its £450–500m investment and is resolved to 
sustain the remit in full and maintain C4’s financial flexibility it should 
consider the transfer of Channel 4 to a mutual established to hold C4 in the 
public interest.” He said that following the transfer:

“Mutual C4 will become an independent commercial entity run for the 
benefit of the public and with the financial flexibility to fulfil its remit 
to innovate, to support the UK’s production industry and to develop 
its business alone or in partnership with others as appropriate. For its 
part the Government will receive £450m to £500m which will enable 
it to emulate its predecessors by re-investing the funds in the creative 
economy to promote growth and competition.”302

296 Written evidence from Commercial Broadcasters Association (COBA) (SCF0026)
297 Written evidence from Pact (SCF0022)
298 Ibid.
299 Oral evidence taken on 2 February 2016 (Session 2015–16) Q 4, (Lord Burns)
300 Ibid.
301 Ibid.
302 Written evidence from Lord Hollick (SCF0030)
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280. John Newbigin agreed: “To recast a major organ of our public media as 
either a publicly-owned mutual or, at least, an organisation with a major 
emphasis in its remit on partnerships and collaborations, involving national 
and regional organisations, businesses and individuals would be a powerful 
demonstration to the country and to the world that Britain really is an 
exceptionally creative nation.”303

281. The Government did not respond to Lord Burns’ suggestion when it was 
proposed. However the Secretary of State told the Committee that he 
welcomed the “fact that Channel 4 came forward with a potential option 
for examination.” He did not feel that this option addressed the issue of 
C4C’s dependence on the advertising market and he raised concerns about 
the potential for mutualisation “diminish[ing] accountability”.304

Partnership/Merger

282. It has been suggested that it may be beneficial to merge C4C with a broadcaster 
of similar size, such as Channel 5. This would create a new company to hold 
C4C’s licences and be responsible for the remit. The Committee received 
little new evidence on this option, however it has been suggested in the past.

283. David Elstein told us that when he proposed a merger between Channel 4 
and Channel 5 in 2000, he concluded that the two broadcasters could have:

“merge[d] all … back office operations—accommodation, HR, 
advertising, engineering transmission—everything other than 
programming, and left the two programming teams alone to do what 
they were obligated to do under their licences, we would be able to save 
between £130 million and £190 million a year. That was 16 years ago.”305

Minority private investment

284. Minority private investment was one of the options reported as being under 
consideration by the Government on 10 May.306 When asked about this 
option as a potential hybrid solution Lord Burns said: “I am pretty happy to 
have investors in Channel 4 if they receive a fixed rate of return, but once 
they want a return that is an equity-style return, it depends upon the long-
term shareholders and that begins to cause a problem.”307

285. The Committee has considered the options of mutualisation and part-
privatisation, as well as full privatisation. We have concluded that the 
risks and uncertainties of these approaches outweigh possible benefits 
for C4C and the creative industries of the UK. The Committee sees 
no substantive argument for changing the ownership of C4C.

303 Written evidence from John Newbigin (SCF0007)
304 Q 52 (John Whittingdale MP)
305 Q 24 (David Elstein)
306 ‘Channel 4 escapes privatisation after Downing Street intervention’, The Telegraph (10 May 2016): 
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307 ‘Lord Burns: ‘Don’t destroy a success story’, Royal Television Society: https://rts.org.uk/article/lord-
burns-%E2%80%98don%E2%80%99t-destroy-success-story%E2%80%99 [accessed 26 May 2016]
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APPENDIx 3: CALL FOR EVIDENCE

Inquiry into the sustainability of Channel 4

The House of Lords Select Committee on Communications, under the 
chairmanship of Lord Best, is to conduct an inquiry into the sustainability of 
Channel 4. The Committee thus invites any interested organisation or individual 
to submit written evidence to the inquiry. Written evidence must be submitted by 
Wednesday 20 April.

The Committee expects to hear oral evidence from invited witnesses in April 2016 
and intends to report before the summer. Reports are made for the information of 
the House but may also make recommendations. The Government has undertaken 
to respond in writing to reports from select committees.

Background

Channel 4 is a UK public service broadcaster. It has a unique remit set out in the 
Communications Act 2003 and the Digital Economy Act 2010. It is a publisher/
broadcaster meaning that it does not produce programmes in-house, but 
commissions them from independent production companies. It is publicly owned 
and funded primarily by advertising.

Channel 4 Corporation (C4C) operates Channel 4 (the main channel), along with 
a portfolio of channels such as E4, More4, 4seven and Film4. In 2014 C4C made 
revenues of £938 million, an increase of £30 million on 2013. £602 million was 
spent on content, of which £430 million was spent on original content.308 Ofcom’s 
2014 Review of Channel 4: Channel 4 Corporation’s performance in meeting its media 
content duties showed a decline in audience reach and share for the main channel. 
This was noted to have been largely offset by increased viewing to the other 
channels within the portfolio.309

In September 2015 an official was photographed carrying a document authored by 
a civil servant from DCMS entitled, “Assessment of Channel 4 Corporation Reform 
Options”.310 This led to speculation that the Government might seek to privatise 
C4C. In November the Prime Minister David Cameron stated, “I want to ensure 
that Channel 4 has a strong and secure future, and I think it is right to look at all 
the options, including seeing whether private investment could help safeguard the 
channel for the future.”311 This position was clarified by the Secretary of State, 
John Whittingdale, who said “I’m looking at the options, but would argue that 
Channel 4 is being restrained by not being privatised. It means it has less deep 
pockets”.312

David Abraham, Chief Executive of Channel 4, has warned of a threat to the remit 
of Channel 4 if the broadcaster were privatised because some of its output—such 
as the news and current affairs genre—is less commercially viable. He is reported 
to have said, “it would need to make profits of about £200m annually and the 

308 Channel 4 Corporation, Annual Report 2014 (2015) p5: http://annualreport.channel4.com/downloads/
Making-an-impact.pdf [accessed 23 May 2016]

309 Ofcom, A Review of Channel 4 (2 July 2015): http://stakeholders.ofcom.org.uk/binaries/consultations/
c4-media-content/statement/Channel_4_DEA_Review_Statement.pdf [accessed 13 March 2016]

310 ‘Government may privatise Channel 4, document reveals’, The Guardian (24 September 2015): 
http://www.theguardian.com/media/2015/sep/24/government-considering-channel-4-privatisation-
document-slip-up-reveals [accessed 13 March 2016]

311 HC Deb, 4 Nov 2015, col 965
312 ‘BBC will be ruled by No 10 appointees’, The Sunday Times (13 March 2016): http://www.

thesundaytimes.co.uk/sto/news/uk_news/Arts/article1677767.ece [date accessed 13 March 2016]
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TV schedule would need to be packed with entertainment shows and popular 
foreign-made hits to be commercially viable.”313 Others in the industry, including 
ITV, have also warned of the threats privatisation might pose to those in the wider 
broadcasting industry, such as independent producers.314

This inquiry will seek to understand whether C4C’s current model and remit is 
sustainable, both in terms of viewing and finance. It will also consider possible 
models for the future of C4C including privatisation and assess the likely impact 
of these on the wider industry and the public.

The Committee invites interested people and organisations to respond in writing 
to the following questions and any others they think important.

Questions

Funding

• Is C4C financially sustainable? Is the revenue provided by advertising 
sufficient to make Channel 4 Corporation (C4C) sustainable?

• Are there any other commercial/non-commercial revenue streams 
which could/should be explored?

Viewing

• Is viewing of Channel 4 (the main channel) and C4C sustainable? To 
what extent is the decline in reach and share on the main channel a 
problem for C4C?

• To what extent is Channel 4 (the main channel) equipped to deal with 
the challenges posed by new technology and viewing habits such as 
online and search and recommendation?

Remit

• Would changes to the Channel 4’s remit provide greater sustainability 
for the broadcaster? Is the current legislation too detailed, or too vague?

• What benefits/drawbacks could there be to Ofcom’s suggestion in its 
PSB review315 that PSB obligations be applied to C4C as a whole rather 
than to the main channel alone?

• Does the current regulatory system provide for adequate assessment of 
C4C’s performance against its obligations?

Ownership

• What are the different models of ownership for C4C? What are the 
positives and negatives of these?

313 ‘Privatised Channel 4 would need profits of £200 million a year, says Chief Executive’, The Guardian 
(15 October 2015): http://www.theguardian.com/media/2015/oct/13/privatised-channel-4-need-
profits-200m-year-ceo [accessed 13 March 2016]

314 ‘ITV warns over Channel 4 privatisation’, The Telegraph (18 October 2015): http://www.telegraph.
co.uk/f inance/newsbysector/epic/itv/11937302/ITV-warns-over-Channel-4-privatisation.html 
[accessed 13 March 2016]

315 Ofcom, Public Service Broadcasting in the Internet Age: Ofcom’s Third Review of Public Service Broadcasting 
(2 July 2015): http://stakeholders.ofcom.org.uk/binaries/consultations/psb-review-3/statement/PSB_
Review_3_Statement.pdf [accessed 13 March 2016]

http://www.theguardian.com/media/2015/oct/13/privatised-channel-4-need-profits-200m-year-ceo
http://www.theguardian.com/media/2015/oct/13/privatised-channel-4-need-profits-200m-year-ceo
http://www.telegraph.co.uk/finance/newsbysector/epic/itv/11937302/ITV-warns-over-Channel-4-privatisation.html
http://www.telegraph.co.uk/finance/newsbysector/epic/itv/11937302/ITV-warns-over-Channel-4-privatisation.html
http://stakeholders.ofcom.org.uk/binaries/consultations/psb-review-3/statement/PSB_Review_3_Statement.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/psb-review-3/statement/PSB_Review_3_Statement.pdf
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• Would a change in ownership, such as privatisation, affect the remit of 
C4C, and in what ways?

• What impact might privatisation have on:

• key PSB genres such as news and current affairs;

• the independent production community;

• those communities/audiences currently served by C4C’s remit;

• the advertising industry; and

• the viewer/consumer?

24 March 2016
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APPENDIx 4: COMMUNICATIONS ACT 2003

Extracts from the Communications Act 2003 relating to Channel 4 

199 Functions of C4C

(1) The activities that C4C are able to carry on include any activities which appear 
to them—

(a) to be activities that it is appropriate for them to carry on in association 
with the carrying out of their primary functions; and

(b) to be connected, otherwise than merely in financial terms, with 
activities undertaken by them for the carrying out of those functions.

(2) C4C’s primary functions are—

(a) securing the continued provision of Channel 4; and

(b) the fulfilment of the public service remit for that Channel under section 
265.

(3) Section 24(5)(b) and (6) of the 1990 Act (power of C4C to establish, acquire 
an interest in or assist a qualifying company) shall cease to have effect.

(4) For sub-paragraphs (3) and (4) of paragraph 1 of Schedule 3 to the 1990 Act

(power of C4C to do things incidental or conducive to the carrying out of their 
functions) there shall be substituted—

“(3) The Corporation may do anything which appears to them to be 
incidental or conducive to the carrying out of their functions.

(4) The powers of the Corporation under sub-paragraph (3) include 
power, to the extent that it appears to them incidental or conducive to 
the carrying out of their functions to do so—

(a) to borrow money;

(b) to carry on activities (other than those comprised in their duty to 
carry out their primary functions) through Channel 4 companies; and

(c) to participate with others in the carrying on of any such activities.”

(5) Schedule 9 (which makes provision for the approval by OFCOM, and for 
the enforcement, of arrangements made by C4C about the carrying on of their 
activities) shall have effect.

265 Public service remits of licensed providers

(1) The regulatory regime for every licensed public service channel, and for the 
public teletext service, includes a condition requiring the provider of the channel 
or service to fulfil the public service remit for that channel or service.

(2) The public service remit—

(a) for every Channel 3 service, and

(b) for Channel 5,

is the provision of a range of high quality and diverse programming.
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(3) The public service remit for Channel 4 is the provision of a broad range of high 
quality and diverse programming which, in particular—

(a) demonstrates innovation, experiment and creativity in the form and 
content of programmes;

(b) appeals to the tastes and interests of a culturally diverse society;

(c) makes a significant contribution to meeting the need for the licensed 
public service channels to include programmes of an educational nature 
and other programmes of educative value; and

(d) exhibits a distinctive character.
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APPENDIx 5: DIGITAL ECONOMY ACT 2010

22 Functions of C4C in relation to media content

(1) Before section 199 of the Communications Act 2003 insert—

“198A C4C’s functions in relation to media content

(1) C4C must participate in—

(a) the making of a broad range of relevant media content of high quality 
that, taken as a whole, appeals to the tastes and interests of a culturally 
diverse society,

(b) the making of high quality films intended to be shown to the general 
public at the cinema in the United Kingdom, and

(c) the broadcasting and distribution of such content and films.

(2) C4C must, in particular, participate in—

(a) the making of relevant media content that consists of news and current 
affairs,

(b) the making of relevant media content that appeals to the tastes and 
interests of older children and young adults,

(c) the broadcasting or distribution by means of electronic communications 
networks of feature films that reflect cultural activity in the United 
Kingdom (including third party films),and

(d) the broadcasting or distribution of relevant media content by means of 
a range of different types of electronic communications networks.

(3) In performing their duties under subsections (1) and (2) C4C must—

(a) promote measures intended to secure that people are well informed 
and motivated to participate in society in a variety of ways, and

(b) contribute towards the fulfilment of the public service objectives (as 
defined in section 264A).

(4) In performing their duties under subsections (1) to (3) C4C must—

(a) support the development of people with creative talent, in particular—

(i) people at the beginning of their careers in relevant media content 
or films, and

(ii) people involved in the making of innovative content and films,

(b) support and stimulate well-informed debate on a wide range of issues, 
including by providing access to information and views from around 
the world and by challenging established views,

(c) promote alternative views and new perspectives, and

(d) provide access to material that is intended to inspire people to make 
changes in their lives.

(5) In performing those duties C4C must have regard to the desirability of—

(a) working with cultural organisations,
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(b) encouraging innovation in the means by which relevant media content 
is broadcast or distributed, and

(c) promoting access to and awareness of services provided in digital form.

(6) In this section—

“participate in” includes invest in or otherwise procure;

“relevant media content” means material, other than advertisements, 
which is included in any of the following services that are available to 
members of the public in all or part of the United Kingdom—

(a) television programme services, additional television services or digital 
additional television services,

(b) on-demand programme services, or

(c) other services provided by means of the internet where there is a 
person who exercises editorial control over the material included in 
the service; and a film is a “third party film” if C4C did not participate 
in making it.

Further to this Channel 4 has licence conditions imposed on it by Ofcom. These 
are laid out in the licence and Channel 4’s supporting statement on the licence 
renewal in 2014.
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APPENDIx 6: C4C LICENCE AGREEMENT: ANNEx: PART 1 

REQUIREMENTS FOR ThE PROVISION AND CONTENT OF ThE 

ChANNEL 4 SERVICE

Licence granted to the Channel Four Television Corporation to provide the 
Channel 4 service under Part 1 of the Broadcasting Act 1990 (as amended) 
and Part 3 of the Communications Act 2003

1. Definitions and interpretation

In the following paragraphs, unless the content otherwise requires:

“hours/minutes” refers to the number of hours/minutes per calendar year or per 
week averaged over a calendar year that would be transmitted, measured in “slot 
times” (that is, including advertising breaks, programme trailers and presentation 
material during and at the end of programmes) except for material under 10 
minutes in length which is measured in “running times” (that is, excluding 
advertising breaks, programme trailers and presentation material).

2. News

(a) News programmes shall be provided at intervals throughout the 
period for which the Channel 4 Service is provided, with at least one 
programme at lunchtimes each weekday and one in the early evening 
each weekday and a programme in the early evening at weekends on 
both Saturday and Sunday.

(b) Not less than 208 hours in each calendar year of the Licensing Period 
of news programmes in peak viewing time shall be included in the 
Channel 4 Service. Such news programmes shall be of high quality and 
deal with both national and international matters. Coverage shall be 
accurate, impartial, authoritative and comprehensive, in terms both of 
geography and subject matter. Live coverage of important, fast-moving 
events shall be provided, with news flashes outside regular bulletins as 
appropriate.

3. Current affairs

The Corporation shall ensure that there are not less than 208 hours in each 
calendar year of the Licensing Period of current affairs programmes included in 
the Channel 4 Service which are of high quality and deal with both national and 
international matters, of which 80 hours shall be in peak viewing time.

4. Schools

Subject to Condition 10(1) the Corporation shall transmit at least 330 hours of 
schools programmes in each calendar year of the Licensing Period, excluding 
presentation material. These schools programmes will fulfil the needs of the 
curriculum and will be supported by a full range of appropriate material.

5. Original productions

At least 60 per cent of the hours of programmes included in the Channel 4 DRL

Channel 4 Service in each calendar year shall be originally produced or 
commissioned for the Channel 4 Service and at least 70 per cent of the hours of 
programmes in peak viewing time shall be originally produced or commissioned 
for the service.
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6. Regional production

(a) The Corporation shall ensure that at least 30 per cent of the hours of 
programmes made in the UK for viewing on the Channel 4 Service 
shall be produced outside the M25.

(b) The Corporation shall ensure that in any calendar year at least 
30 per cent of its expenditure on programmes made in the UK for 
viewing on the Channel 4 Service shall be allocated to the production 
of programmes produced outside the M25 and must be referable to 
programme production at a range of production centres.

7. Independent production

In each calendar year not less than 25 per cent (or such other percentage which 
the Secretary of State may from time to time by order pursuant to Section 277(3) 
of the Communications Act specify) of the total amount of time allocated to 
the broadcasting of Qualifying Programmes in the Channel 4 Service shall be 
allocated to the broadcasting of a range and diversity of independent productions. 
For these purposes, the reference to a range of Independent Productions shall be 
interpreted in accordance with Section 277(2)(c) of the Communications Act and 
must be include a range in terms of the cost and types of programme.

8. Subtitling, sign language and audio description

In relation to programmes included in the Channel 4 Service that are not excluded 
programmes at least 90 per cent of programme hours in the Channel 4 Service 
must be subtitled from the beginning of 2010; at least 10 per cent of programme 
hours must be audio described; and at least 5 per cent of programme hours must 
have sign language from the beginning of 2010. The Corporation must achieve 
such interim targets for subtitling, sign language and audio description as are 
notified to him in writing by Ofcom or set out in the Ofcom Code on Subtitling, 
Sign Language and Audio Description.



85A PRIVATISED FUTURE FOR CHANNEL 4?

APPENDIx 7: COMMUNICATIONS ACT 2003

Extract from the Communications Act 2003 relating to public service 
broadcasting

264 OFCOM reports on the fulfilment of the public service remit

(4) The purposes of public service television broadcasting in the United Kingdom 
are—

(a) the provision of relevant television services which secure that 
programmes dealing with a wide range of subject-matters are made 
available for viewing;

(b) the provision of relevant television services in a manner which (having 
regard to the days on which they are shown and the times of day 
at which they are shown) is likely to meet the needs and satisfy the 
interests of as many different audiences as practicable;

(c) the provision of relevant television services which (taken together and 
having regard to the same matters) are properly balanced, so far as 
their nature and subject-matters are concerned, for meeting the needs 
and satisfying the interests of the available audiences; and

(d) the provision of relevant television services which (taken together) 
maintain high general standards with respect to the programmes 
included in them, and, in particular with respect to—

(i) the contents of the programmes;

(ii) the quality of the programme making; and

(iii) the professional skill and editorial integrity applied in the making 
of the programmes.

(5) When—

(a) determining the extent to which any of the purposes of public service 
television broadcasting in the United Kingdom are fulfilled, and

(b) reviewing and reporting on that matter, OFCOM must have regard to 
the desirability of those purposes being fulfilled in a manner that is 
compatible with subsection (6).

(6) A manner of fulfilling the purposes of public service television broadcasting in 
the United Kingdom is compatible with this subsection if it ensures—

(a) that the relevant television services (taken together) comprise a public 
service for the dissemination of information and for the provision of 
education and entertainment;

(b) that cultural activity in the United Kingdom, and its diversity, are 
reflected, supported and stimulated by the representation in those 
services (taken together) of drama, comedy and music, by the inclusion 
of feature films in those services and by the treatment of other visual 
and performing arts;

(c) that those services (taken together) provide, to the extent that is 
appropriate for facilitating civic understanding and fair and well 
informed debate on news and current affairs, a comprehensive and 
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authoritative coverage of news and current affairs in, and in the different 
parts of, the United Kingdom and from around the world;

(d) that those services (taken together) satisfy a wide range of different 
sporting and other leisure interests;

(e) that those services (taken together) include what appears to OFCOM to 
be a suitable quantity and range of programmes on educational matters, 
of programmes of an educational nature and of other programmes of 
educative value;

(f) that those services (taken together) include what appears to OFCOM 
to be a suitable quantity and range of programmes dealing with each of 
the following, science, religion and other beliefs, social issues, matters of 
international significance or interest and matters of specialist interest;

(g) that the programmes included in those services that deal with religion 
and other beliefs include—

(i) programmes providing news and other information about 
different religions and other beliefs;

(ii) programmes about the history of different religions and other 
beliefs; and

(iii) programmes showing acts of worship and other ceremonies and 
practices (including some showing acts of worship and other 
ceremonies in their entirety);

(h) that those services (taken together) include what appears to OFCOM 
to be a suitable quantity and range of high quality and original 
programmes for children and young people;

(i) that those services (taken together) include what appears to OFCOM 
to be a sufficient quantity of programmes that reflect the lives and 
concerns of different communities and cultural interests and traditions 
within the United Kingdom, and locally in different parts of the United 
Kingdom;

(j) that those services (taken together), so far as they include programmes 
made in the United Kingdom, include what appears to OFCOM to be 
an appropriate range and proportion of programmes made outside the 
M25 area.
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