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About Professor Catherine Johnson 
Professor Catherine Johnson is an internationally recognised media scholar and the leading 
UK expert on on-demand and internet-connected television. She is the author of four 
monographs on different aspect of the television and screen industries and has spent the 
last two years researching the rise of internet-connected and on-demand television and its 
impact on the television market and industry in the UK and beyond. This research has been 
published in a number of articles, including the only sustained academic analyses of BBC 
iPlayer and ITV Hub, and in the monograph Online TV (Routledge, 2019). She is not affiliated 
to any organisation with a stake in the TV industry. Her response to this Public Interest Test 
is based on this body of academic research and is entirely independent. 
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Executive Summary 
 

1. On-demand TV has gone mainstream in the UK and will continue to grow. The BBC 
needs to offer extended access for iPlayer to remain a viable online TV service: 

a. Since the launch of Netflix, the primary growth has been in the subscription 
video-on-demand (SVOD) market and the primary decline has been to 
iPlayer. To continue to deliver its public purposes the BBC needs to be able to 
compete more effectively with the SVOD services. 

b. All of the other broadcaster video-on-demand (BVOD) providers have 
responded to Netflix by increasing the length of time that content remains on 
their on-demand services (as well as by integrating live streaming). The BBC’s 
request for extended rights would bring it in line with the current market 
norm.  

c. VOD services operate on the principle of bundling and require access to large 
catalogues of content. Forcing the BBC to restrict access to content risks 
consigning iPlayer to irrelevance. 

2. Extended availability enhances the BBC’s ability to fulfil its public purposes and has 
specific benefits for iPlayer users: 

a. Extended availability increases the public value of the BBC’s content. 
b. VOD viewing is particularly pronounced amongst young viewers. To continue 

to remain relevant to this group, the BBC needs to be able to offer a service 
that is comparable to the main VOD services in the UK. 

c. The shift of audiences away from the BBC to SVOD services will have an 
impact on people’s viewing of and access to UK content.  

d. Retaining longer rights to content will enable the BBC to control the 
environment within which viewers watch TV and use this to promote its 
public purposes and enhance its distinctiveness. 

3. Extended availability of content is part of a wider set of market changes that are 
affecting the TV industry: 

a. These changes are driven by the SVOD services that are demanding longer 
rights and funding productions through cost-plus, rather than deficit 
financing. A shift to cost-plus can have negative consequences for larger 
(often foreign-owned) independent production companies, although they 
could still generate profits from exploiting international rights. However, a 
shift to cost-plus can have positive consequences for smaller UK-based 
independent production companies who do not have to seek funding to 
make up short-falls in budgets. 

b. The shift to extended rights is likely to have an impact on the re-run market 
and those linear channels that are primarily made up of repeats of previously 
broadcast content. However, these channels are likely to face challenges 
regardless of whether the BBC shifts towards extended rights because this is 
a broader market trend. These ‘re-run’ channels would offer greater value to 
audiences if their content was made available online for extended periods of 
time through on-demand services. 
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Response: Background 
 
Context: Television enters the internet era  
The UK market is in the middle of a shift from a digital model of television, characterized by 
a proliferation of channels, to an internet model of television, characterized by a 
proliferation of VOD services.  
 
In 2015, Ofcom (p.18) claimed that ‘the key enablers of on-demand television are now mass 
market’.1 Between 2008 and 2018, the UK experienced significant increase in ownership of 
smart TVs (up from 5% to 42%), smartphones (up from 17% to 78%) and tablets (up from 2% 
to 58%).2 The rise in access to smartphones, tablets, internet-connected televisions and 
broadband have ushered in an internet era that is transforming the UK television market. 

 
Smartphone  Tablet  Internet-connected TV Broadband 

 
Figure 1: UK Access to Smartphones, Tablets, Internet-connected TVs and Broadband. 
Source: Ofcom, Media Nations, 2018. Internet-connected TVs refers to households with a 
broadband-connected smart TV or a TV connected to the internet via another device, such as 
a set-top box, games console, laptop or streaming media stick. Of the 80% of UK homes that 
have a fixed broadband connection, 58% were superfast in November 2017. 
 
Before the arrival of Netflix in 2012, the UK already had a vibrant online TV market, 
dominated by the free-to-view broadcasters, BBC, ITV, Channel 4 and Channel 5. 
 

 
 
Figure 2: Launch of the major UK online TV services pre-2012. 
 
Revenue from online TV in the UK had increased from £11m in 2006 to £229m in 2011, 
growing 51% in 2011 alone, with the majority of this growth coming from the £134m 
income generated by free-to-view ad-funded services (ITV Player, 4OD and Demand 5).  
                                                        
1 Ofcom, Public Service Broadcasting in the Internet Age, 2015, p.18. 
2 Ofcom, Communications Market Report, 2018, p.24. 
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Figure 3: Revenues (£m) from online TV in the UK 
Source: Ofcom, Communications Market Report, 2012, p.151 
 
However, following the launch of Netflix, the SVOD market rapidly expanded in the UK, with 
Sky launching OTT service Now TV in 2012 and Amazon re-branding Lovefilm Instant as 
Amazon Prime Video and integrating it into its premium delivery service in 2014. By 2014 
subscription revenue accounted for £317m (40%) of all online TV revenues, overtaking ad-
funding to become the principal contributor to overall online TV revenues.3 By 2018 40% of 
UK households subscribed to Netflix, Amazon Prime or Now TV and revenues from OTT 
SVOD services reached £894.5m, while revenues from subscription cable/satellite pay TV 
declined for the first time.4  
 
These technological and industrial changes have been reflected in changing viewing habits. 
By 2018, the viewing of live TV (live or within 7 days of broadcast) had declined from an 
approximate average of 4 hours per day to an average of 3 hours and 23 minutes per day. 
The steepest declines were amongst children and young adults. Children’s viewing had 
declined by 15% to 1 hour 24 mins, and 16-24s by 12% to 1 hour 40 mins. Meanwhile, UK 
adults were spending an average of 1 hour and 12 minutes watching VOD (including SVOD, 
BVOD, YouTube and other video on a TV set or on another device).5 While VOD viewing 
increases year-on-year, live TV viewing declines. 
 
Although live TV remains the dominant way in which television is consumed, in 2019, the UK 
market is one in which online TV has become mass market. The online TV market is 
dominated by SVOD services, which generates double the average viewing figures of BVOD 
services like iPlayer.6 The UK’s public service broadcasters need to respond to this changing 
media landscape if they are to continue to fulfil their remits to serve the British public. 
 
                                                        
3 Ofcom, Communications Market Report, 2015, p.148. 
4 Ofcom, Communications Market Report, 2018, p.29. 
5 Ibid. 
6 Ofcom, Media Nations, 2018, p.21 
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Future: The App-isation of TV 
The UK free-to-air broadcasters have responded to the rise of VOD by positioning their own 
VOD services as more than just catch-up services. In 2015-16 all of the major free-to-air 
broadcasters re-launched their online TV services, integrating exclusive online originals, with 
archive and box sets of content made available for extended periods of time, and live 
streams of TV channels. The emphasis on the ability to watch live streams of TV channels 
through VOD services reflects the fact that around 30% of on-demand viewing is live 
streaming.7 For ITV, Channel 4 and Channel 5, their VOD service replaced their websites, 
reflecting the emergent media landscape in which the internet had become a primary site to 
access television content.  
 
This strategic shift by the UK’s free-to-air broadcasters points to an emergent ‘app-isation’ 
of television, where VOD services will become the default point of access to both on-
demand and linear TV. Internet-connected televisions increasingly confront viewers not 
with an electronic programme guide, or even linear channels, but with a menu of apps that 
offer different kinds of audiovisual services. We are rapidly heading towards a media 
landscape in which the VOD service will become the primary entry point to television on the 
TV set as well as on tablets and smartphones.  
 
For the BBC to fulfil its public purposes going forward, it needs to respond to the rise of VOD 
and the emergent app-isation of television. 
 
  

                                                        
7 BARB, Online TV Viewing: On-demand v live streaming, 2018. 
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Response: Questions 
 
Question 1: What do you think about the potential public value of our proposals for 
enhanced availability of BBC content, including the extent to which our proposals 
contribute to the BBC’s mission to serve all audiences through the provision of high 
quality and distinctive output and services which informs, educates and entertains?  
 
Extended availability increases the public value of the BBC’s content 
Extended access to content funded through the licence fee returns greater value to the 
public. Research by BARB into non-linear viewing via TV sets in 2017 revealed the benefits of 
increased availability of content to viewers. 8 Their research demonstrated a pattern in the 
viewing of programmes that had both a linear broadcast and extended on-demand 
availability. The episodes made available on-demand generated larger audiences than the 
same episodes on linear television. Extended on-demand availability gave the viewer more 
time to watch the programme. In addition, viewers were more likely to watch all episodes 
as they did not have to wait for the linear broadcast to find out how the programme ends.  
 
To fulfil its public purposes to serve all audiences, and particularly 16-34s, the BBC needs 
to offer a service comparable to the main SVOD and BVOD services in the UK 
Viewing of broadcast TV continues to decline in the UK, while viewing of non-broadcast 
content (including VOD) grows. This shift is particularly pronounced in younger audiences, 
with 16-34s in the UK spending an estimated average of 41mins on SVOD and BVOD, and 
59mins on YouTube, per day in 2017. They also watch far less live television, with 16-24s 
only watching an average of 1 hour and 37 mins of live TV (live or within 7 days of 
broadcast) in 2017, compared to an average of 3 hours and 23 minutes per day across all 
adults.9 For the BBC to fulfil its public purpose to serve younger audiences it needs to offer a 
viable VOD service.  
 
Although half of all TV viewing in the UK is to the main PSB channels, the majority of on-
demand viewing is to SVOD services (18mins per day), rather than BVOD services (9mins per 
day). In particular, 16-34 year-olds watch far more SVOD (30mins per day) than BVOD 
(11mins per day). SVOD services operate on a business model that provides extended access 
to large bundles of content in order to exploit the increased storage capacity enabled by on-
demand delivery of content over the internet. All of the other BVOD providers (ITV, Channel 
4, Channel 5) have responded to the rise of the SVODs by increasing the amount of time 
that content remains on their VOD services and providing access to ‘box sets’ and archive 
content (something that has long been a feature of 4OD/All4). For the BBC to continue to 
offer an attractive and relevant service to the public (and particularly younger viewers), 
iPlayer needs to offer a comparable service to the main SVOD and BVOD services in the 
market. 
 
  

                                                        
8 BARB, The Viewing Report, 2018, p.18. 
9 Ofcom, Communications Market Report, 2018, p.29. 
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Question 2: What do you think about the benefit to consumers who will use the service, 
as well as wider potential social and cultural impacts?  
 
The shift of audiences from iPlayer to SVOD services will negatively impact the viewing of 
and access to UK content 
A 2016 study for the European Commission found that EU films represented only 17% of the 
total number of films in Netflix’s UK catalogue (with UK films making up only 10% of the 
catalogue), while US films made up 67%.10 Although Netflix has increased its investment in 
localised content, this is primarily in films and TV series, such as The Crown, that have 
transnational appeal. There is little incentive for transnational SVOD services like Netflix to 
invest in the production of nationally and regionally specific content that has no value 
beyond the UK.  
 
Although the revised Audiovisual Media Services Directive (AVMSD) strengthens 
requirements on VOD services to carry and promote European content, these requirements 
may not apply if the UK leaves the EU. In addition, even if SVOD services fulfil the revised 
AVMSD requirements to carry 30% of EU content, UK content will remain a minority and 
may struggle for visibility. The majority of iPlayer’s content is produced specifically to fulfil 
the BBC’s public purposes to serve the people of the UK. Since 2014, iPlayer’s market share 
has more than halved to below 20% while the combined share of Netflix and Amazon has 
grown to 54%. If UK audiences continue to shift away from iPlayer towards Netflix and 
Amazon, the viewing of programming produced specifically to reflect, represent and serve 
the diverse communities of the UK’s nations and regions will decline. Extending the amount 
of time that BBC content remains on iPlayer increases opportunities for UK citizens to watch 
programming produced specifically to serve the needs of UK audiences and society more 
broadly. 
 
Retaining programmes on iPlayer enables the BBC to control the environment within 
which that content is experienced 
There is current shift in the global television industry towards broadcasters retaining the 
rights to their content and launching their own VOD services, rather than selling the rights 
to their content to third party VOD services. For example, Disney and Warner are both set to 
launch their SVOD services in 2019, rather than selling the rights to their content to the likes 
of Netflix and Amazon. This market shift is driven in part by the recognition of the value of 
retaining and controlling the relationship with the audience. Providing access to content 
through a service that you own (as opposed to selling rights to that content to a third party) 
enables the broadcaster/provider to control the environment within which that content is 
experienced and ensures that the audience attributes the content to its originator. This has 
a number of benefits to the public and to the public purposes of the BBC: 

1. The BBC can use curation and recommendation on iPlayer to encourage a broad diet 
of content consumption, enhancing access to impartial news and information, 
educational programming and a diversity of content. 

                                                        
10 Fontaine, G. and Grece, C., Origins of Films and TV Content in VOD Catalogues in the EU and Visibility of Films 
on VOD Services, European Audiovisual Observatory, 2016, p.91.2 
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2. The BBC can use curation and recommendation on iPlayer to ensure that UK-
originated content and programming that reflects, represents and services diverse 
UK communities is promoted and easily accessible. 

3. Through its use of curation and recommendation the BBC can use iPlayer to enhance 
the distinctiveness of its BVOD service within the marketplace. 

 
 
Question 3: What impact (positive or negative) do you think our proposals on enhanced 
availability might have on fair and effective competition?  
 
A shift towards extended rights will have an impact on the broader rights market and 
independent production companies 
The shift towards BVODs and SVODs securing extended (or even exclusive) rights is having 
an impact on the funding of original content. SVOD services frequently commission on a 
cost-plus basis (where production companies are paid for the cost of the production, plus an 
additional ‘profit’ in exchange for some or all of the rights), rather than deficit financing 
(where production companies are paid less than the cost of the production and need to 
secure additional investment, but retain significant rights to the content).  
 
A shift to cost-plus can have negative consequences for larger (often foreign-owned) 
independent production companies, as they may lose some or all of their ability to generate 
a profit from the sale of rights. However, the major US SVODs are compensating 
independent production companies for the loss of rights with high fees. For example, Netflix 
was reported to have spent £97m on The Crown, which would work out at 5m per hour, 
significantly higher than the cost per hour of new UK drama on the PSB channels, which was 
£769k in 2017.11 Cost-plus financing can have positive consequences for smaller UK-based 
independent production companies as they do not have to seek additional sources of 
funding to make up the short-falls in budgets that occur through deficit financing. As such, 
although a shift towards extended rights may have some impact on the independent 
production market in the UK, any negative impacts are more likely to be felt by large 
foreign-owned production companies and may be mitigated by increased spend per hour, 
and there could be benefits for smaller UK-based indies.  
 
A broader shift towards extended rights may have an impact on the domestic re-run 
market 
The shift towards extended rights may have an impact on the UK domestic re-run market 
and, in particular, those linear channels that are primarily made up of repeats of previously 
broadcast content. VOD services have the potential to replace the function of linear re-run 
channels by operating as locations in which older archive content can be made available 
over an extended time period. Broadcasters may choose to hold on to the rights to their 
own content for their on-demand services, rather than sell them to third-party linear 
channels.  
 
However, these re-run channels are likely to face challenges regardless of whether the BBC 
shifts towards extended rights because of the broader market trend towards broadcasters 

                                                        
11 Ofcom, Communications Market Report, 2018, p.33. 
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retaining longer rights to content. In addition, most of these re-run channels (e.g. UKTV) are 
owned by broadcasters. As such, we are likely to witness a gradual change in strategy as 
broadcasters shift their priorities away from running linear channels to offering VOD 
services. In this respect, although we may witness a decline in the number of digital 
television channels, it is likely that VOD services will come to take the place and function of 
some of those channels, particularly those focused on re-runs. These ‘re-run’ channels 
would offer greater value to audiences if their content was made available online for 
extended periods of time through on-demand services. 
 
The UK online TV market is one that is now dominated by large US-based SVOD services 
The UK market for online TV is dominated by SVOD providers, and although iPlayer retains a 
higher market share than the other BVOD services, it has declined rapidly in the face of 
competition primarily from US SVODs, Netflix (with over 40% share) and Amazon (with over 
10% share). VOD demands economies of scale; large volumes of titles made available for 
long periods of time. The other free-to-air broadcasters (ITV, Channel 4, Channel 5) have all 
made changes to their VOD services, including increasing access to box sets and other 
extended rights, and all experienced increases in market share in the first half of 2017. The 
extended rights requested by the BBC will bring it in line with the rest of the market. Forcing 
the BBC to limit the temporal availability of content on iPlayer risks consigning iPlayer to 
irrelevance as the UK industry enters the internet era. 
 
 
Question 4: Are there any steps that you think we could take to minimise any potential 
negative effects on fair and effective competition or to promote potential positive 
impacts? 
 
To ensure fair and effective competition the BBC should ensure that it follows market 
norms for negotiating rights when commissioning new content 
Rights are a core battlefield in the online TV market, as the providers of on-demand services 
seek to retain more and longer rights to the content that they originate. The BBC should 
ensure that it adequately compensates independent production companies when seeking 
extended rights, in line with market norms. Doing so will ensure the continuation of a 
competitive market for content origination and acquisition in the UK. 
 
To promote the potential positive impacts of extending the time that content spends on 
iPlayer, the BBC should adopt innovative and distinctive modes of content curation and 
promotion on iPlayer that encourage the delivery of its public purposes 
One of the benefits of retaining longer rights to content on iPlayer is that the BBC has 
greater control over the environment within which that content is encountered and 
experienced by viewers. This provides the BBC with the ability to adopts modes of curation 
and promotion within iPlayer than can support its public purposes and enhance its 
distinctiveness in the market. For example, the BBC could use curation and personalisation 
on iPlayer to encourage consumption of a wide range of content from different genres and 
from across the diverse nations and regions of the UK. This ‘distinctiveness of delivery’ could 
differentiate iPlayer from commercial SVOD services that tend to use algorithmic 
recommendation to encourage ‘more of the same’ viewing, and would support the BBC’s 
public purposes in encouraging consumption of a broad diet of UK-produced content. 


