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About this document 
 

In December 2014 the BBC proposed to make a set of changes to its UK Public Services. In 
particular: 

• the closure of BBC Three as a broadcast channel in the autumn of 2015; 

• its reinvention as an online-only offer; 

• the evolution of BBC iPlayer from primarily a catch-up service to one that offers a 
greater range online-first BBC content, and selected third-party content; 

• the launch of a +1 channel for BBC One; 

• extended hours for CBBC; and 

• increased investment in drama on BBC One. 

The BBC’s Royal Charter and Agreement requires the BBC Trust to undertake a Public 
Value Test (PVT) before a decision is taken to make a significant change to the BBC’s UK 
Public Services. The PVT comprises two elements – a Public Value Assessment (PVA) and 
a Market Impact Assessment (MIA). The MIA is carried out by Ofcom. 

For the purposes of conducting MIAs, Ofcom and the BBC Trust have established a Joint 
Steering Group (JSG). The JSG has set the terms of reference for this MIA, which are set 
out in this document. The substantive findings of the MIA, however, will remain a matter of 
judgement for Ofcom. 
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Section 1 

1 Terms of Reference 
1.1 This document provides the terms of reference for Ofcom’s Market Impact 

Assessment (MIA) of the BBC’s service proposals submitted in December 2014 (the 
BBC’s service proposals). 

Introduction 

1.2 The BBC’s Royal Charter and Agreement requires the BBC Trust to undertake a 
Public Value Test (PVT) before a decision is taken to make a significant change to 
the BBC’s UK Public Services. The PVT comprises two elements – a Public Value 
Assessment (PVA) and Market Impact Assessment (MIA). The MIA is carried out by 
Ofcom. 

1.3 For the purposes of conducting MIAs, Ofcom and the BBC Trust have established a 
Joint Steering Group (JSG). The JSG has set these terms of reference for this MIA. 
The substantive findings of the MIA, however, will remain a matter of judgement for 
Ofcom. 

Proposition  

1.4 In December 2014, the BBC Executive proposed the following changes to the BBC’s 
UK Public Services: 

• The closure of BBC Three as a broadcast channel 

• The reinvention of BBC Three as an online-only service providing on-demand 
content 

• The launch of a BBC One + 1 service in standard definition (SD) 

• The extension of CBBC broadcast hours from 7am until 9pm (CBBC currently 
broadcasts from 7am to 7pm) 

• The development of BBC iPlayer from the existing catch-up service to one that 
also: 

o premieres content (in advance of transmission on the BBC’s linear 
broadcast channels and in addition to premiering as a result of re-
inventing BBC Three as an online-only service); and 

o includes selected content commissioned by third party partners 

• Increased investment in first run drama for BBC One1   

1.5 Further detail in relation to the service proposals is set out in the services description 
published by the BBC Trust and available at: 
https://consultations.external.bbc.co.uk/bbc/changes-to-bbc-services  

1 While this investment is not subject to the Trust’s approval, the BBC Executive has confirmed that 
there is a dependency between BBC One investment and the closure of BBC Three as a broadcast 
channel. Therefore, we will factor this investment into our assessment. 
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Objective 

1.6 The purpose of the MIA is to identify the products and services affected by the BBC’s 
service proposals and to assess the impact of those proposals on these products and 
services. 

Approach 

1.7 The MIA will be conducted in accordance with the methodology that has been agreed 
between the BBC Trust and Ofcom.2 

Output 

1.8 The MIA will provide an assessment and, where possible and relevant, a quantifiable 
evaluation of the impact of the BBC’s service proposals on the affected products and 
services identified. The MIA will provide an assessment of the individual elements of 
the service proposals and the overall package of proposals. This includes an 
assessment of the impact on channel providers and other participants, and ultimately 
consumers. 

1.9 The assessment of some effects is likely to remain qualitative, for example, those 
related to investment incentives. Ofcom may, however, seek to obtain some 
information as to the likely impact on existing (and potentially future) investment 
plans. 

1.10 The MIA analysis may include some sensitivity analysis to: 

• Identify which aspects of the service may have a particularly strong impact on the 
overall assessment; and 

• as appropriate, help to identify possible modifications to the BBC’s service 
proposals to remove or mitigate some of these effects. 

Coordination between the MIA and the PVA 

1.11 Ofcom and the BBC Trust will seek to coordinate the conduct of the PVA and the MIA 
by sharing data and collaborating on the construction of market models where 
appropriate.  

Identification of the potentially affected products and services 

1.12 The MIA will identify the groups of products and services to which each of the BBC’s 
service proposals belong as well as other related products and services where the 
BBC’s service proposals are likely to have a significant indirect impact. 

1.13 As part of its role Ofcom will consider the potential impact of each of the BBC’s 
service proposals on the following products and services: 

• broadcast television services on various delivery platforms, including related 
advertising services; 

• on-demand services, including those offered on various platforms; 

2 http://stakeholders.ofcom.org.uk/binaries/research/tv-research/bbc-mias/bbc-mia-meth.pdf  
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• TV platform services; and 

• independent production, including online content providers. 

1.14 This list is not exhaustive. Ofcom has discretion to examine the impact on other 
products and services that it considers relevant in the course of conducting the MIA, 
subject to agreement by the JSG. 

Timetable for completion 

1.15 Ofcom will endeavour to deliver the MIA to the BBC Trust as soon as is practicable, 
following its Board meeting on 19 May 2015. It is anticipated that the results of the 
MIA will be published alongside the BBC Trust’s preliminary conclusions shortly 
thereafter. 

1.16 Ofcom and the Trust will review the timetable for completion once the public 
consultation period closes, at which point the scale of the work involved in taking 
account of consultation responses and research findings will be clearer. The JSG will 
consider at this point whether it is possible to bring forward completion of the work. In 
the event of delays caused by the unavailability of data or other unforeseen 
circumstances, the JSG may be asked to approve an appropriate extension to the 
overall MIA timetable. In such case the JSG would make clear its reasoning and 
revised timetable for production of the MIA report. 

1.17 This Terms of Reference document was agreed by the JSG on 19 December 2014. 
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