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This document describes 4: The Next Episode, Channel 4's proposed alternative to
privatisation. This document summarises information submitted to the government
earlier in 2022, in order to inform the government’s consultation on a potential change
of ownership of Channel 4. Section 1describes the 4: The Next Episode proposals; and
Section 2 summarises the economic analysis of Channel 4 ownership options.



Section 1:
4: The Next Episode

Channel 4 has developed bold new proposals to address the challenges that the government
outlined in its public consultation on Channel 4’s future. We present here an alternative
approach to strengthening Channel 4’s position and public contribution that would be the
most profound evolution to our model since Channel 4 was created by Margaret Thatcher
forty years ago.

Our plan - which we have called 4: The Next Episode - would leverage significant private
capitalinto Channel 4 for the first time, in a way that would not adversely impact the public
sector balance sheet. Our proposals are designed to help Channel 4 grow faster and compete
more effectively, investing an extra £1bn into truly representative British content and retaining
more British IP onshore without jeopardising the important role which Channel 4 plays in
supporting the growth of the independent production sector. Introducing these reforms under
public ownership would enable us to increase significantly Channel 4’s contribution to the
Nations and Regions that we serve, spreading opportunity to people and places that are
under-represented in the UK’s cultural institutions and on screen today.

4: The Next Episode would do three key things:

* Growinvestmentinthe UK’s Nations and Regions - continuing the journey we embarked
onin 2018, working with DCMS, to commission more content produced in the Nations
and Regions, and grow Channel 4's presence outside London. Our proposals would
enable us to make both our spending and our editorial output more representative by:

» Enshrining in licence the commitment to commissioning at least 50% of our content
from the Nations and Regions

» Doubling our original target for 300 roles outside of London by 2023 (a target that
we have already exceeded) to 600 roles outside of London by 2025

» Streamlining our presence in London by creating a London base that supports our
new ways of working

+ Offerarouteintothe creative industriesfor100,000 young people who would
otherwise not have the opportunity - expanding 4Skills and looking to establish a
dedicated 4Skills School outside the southeast.

+ Grow scaleand investmentin British content — evolving our commercial model, injecting
new private capital to increase our scale and investment potential. A steady state
increase in commissioning spend of c.£300m would unlock 3,000 creative sector jobs
which, underour plan, would be focused in the Nations and Regions.

This paper sets out in more detail:

* The challenges facing Channel 4 and the PSB sector, and an assessment of Channel 4's
financial position and how we have over-delivered on our remit

* Anoutline of our proposals to address these challenges and ensure Channel 4 can thrive
over the next 40 years (4: The Next Episode)

* Anoverview of how we propose to invest more in British content, spreading creative
opportunities across the country

»  Options for how our remit could be updated to reflect our vision for a sustainable future.



The challenges facing Channel 4 and public service broadcasting

The last decade has seen the transformation of our sector. When Channel 4 was established
by Margaret Thatcher in 1982 as an entirely commercially funded public service broadcaster, it
was intended to increase viewing choice, promote competition in broadcasting, and stimulate
the British production sector. Forty years later, British audiences have access to more than
sixty times the number of channels than when Channel 4 was established. The nature of the
challenge that our audiences, producers and employees face today — and are likely to face
tomorrow — is markedly different.

The UK’s homegrown film and production sectors are recognised as best-in-class
internationally and have huge potential for further growth. But the industry is still too focused
within London and the southeast, demanding more content investment and skills training in
the Nations and Regions to level-up and represent more fully the whole of the UK on- and off-
screen’.

This untapped potential applies as much to broadcasters as to the production companies that
we work with, with the creative industries as a whole dominated by a narrow subset of the
population. This has been an area of focus for us at Channel 4, with the past five years seeing a
significantimprovement in the socioeconomic diversity of our workforce: the proportion of our
staff from non-professional backgrounds has increased from 34% in 2016 to 40% in 2021. That
said, as anindustry it is clear there is much further to go.

In short, whilst competition, consumer choice and the production sector have flourished since
Channel 4’'s inception forty years ago, representation of different types of British people and
places is lagging across the industry. With the right balance of new capital, innovation, public
service incentive and independence, this presents an opportunity for a radical reset of
Channel 4’s role to address these challenges.

Channel 4's financial position

Channel 4 is currently well placed to meet these challenges. We are financially sustainable: as
an entirely self-funded broadcaster, 2021 was our strongest ever year, reaching record
revenue of £1.2bn; a financial surplus of £100m; and a year-end cash balance of £270m?2.

Despite inflationary pressures in the sector, we remain highly competitive in content markets,
commissioning some of the most successful, innovative, and nationally representative
programmes of recent years.

We have over-delivered on our remit obligations
Our core organisational purpose is to deliver against our statutory public service remit which
requires us to:
« Champion unheard voices
* Innovate and take bold creative risks
* Inspire change in the way we lead our lives; and

» Stand up for diversity across the UK

T Oliver & Ohlbaum Associatesresearchfor Pact found that 45% of commissioning spend in the UK TV industry went outside of Londonin 2020. To put this context, Londonaccounted for
22.7%of total UK GDP in2019. O&O Associates, UK Television Production Survey, July 2021; Office for National Statistics, Gross Domestic Product (GDP)

2 Note theseare draftfigures, and are subject to audit



This remit is what pushes us to continue to take risks and deliver content that is challenging
and unique such as It's a Sin, a portrayal of the horrendous impact of HIV and AIDS in 1980s
Britain which received critical acclaim; or our coverage of the Beijing 2022 Paralympic Winter
Games with a global-first of a 100% disabled presenting team.

Film4 has continued to nurture the careers of Oscar and Bafta winners in ways private backers
have not. From Danny Boyle to Steve McQueen, Film4 continues to help British filmmakers
reach global audiences — with Film4's funding double that of BBC Films, winning 37 Oscars in
its history, and securing eight Bafta nominations only this week.

We always strive to be innovative and to inspire change. Relative to other public service
broadcasters, we have taken successful steps in reorienting our organisation to focus on
serving younger audiences on digital channels.

Channel 4's digital growth has continued through 2021, and All 4 is now the youngest-skewing
broadcaster video on demand service3:

» Following 26% growth in 2020, All 4 (digital) viewing grew by 21% in 2021 to reach over
1.5bn streaming views, against a market growth forecast of 12%*

» Digitalrevenues grew 37% in 2021, with revenue outpacing viewing
» Digital viewing now makes up 13.1%, versus 9% in 2020
» Digitalrepresents 19% of total 2021 revenues, versus 17% in 2020

» Through 4Studio, which delivers trusted content to younger audiences on social
platforms, Channel 4 experienced 11.3bn global views, a 7% increase on 2020

We are only getting started: accelerating our shift to digital — including our target to reaching
30% of revenue through digital advertising by 2025 — will be integral to offsetting the long-
term decline of linear television advertising revenue. As increasing production budgets from
US giants put pressure on domestic broadcasters, and advertising competition intensifies, we
agree with DCMS that the scale and unpredictability of change demands the exploration of all
options to remain relevant, resilient and expedite our digital growth. Our 4: The Next Episode
plan would put us in a strong position to be able to capitalise on the rapid growth in the digital
advertising market.

4: The Next Episode

3 BARB

4 3Reasons

Since DCMS launched its consultation in July 2021, we have been seriously assessing
meaningful reforms to our model. The consultation raised legitimate questions about how to
ensure that Channel 4 can continue to thrive as a public service broadcaster and deliver value
for the country in the future. We recognise that these are questions for the government to decide
upon and we hope to continue to meaningfully engage with the government during this
process given our shared interest in the organisation’s future success. Despite inflationary
pressures in the sector, we remain highly competitive in content markets, commissioning some
of the most successful, innovative, and nationally representative programmes of recent years.

Responding to the DCMS challenge, our alternative vision for Channel 4 would bring private
capitalinto the business for the first time - outside of the public sector balance sheet - to
enable greater content investment and allow us to grow faster, build scale and compete
harder for content. These reforms will unlock capital that will drive a substantial increase to
Channel 4’s public contribution, spreading opportunity to people and parts of the country that
are under-represented in our cultural institutions and on our screen. Retaining Channel 4 in
public ownership will ensure that the additional capital realised by these reforms is focused on
maximising public value.



Growing investment in the Nations & Regions

Channel 4 under public ownership has delivered significant benefits to the UK. In the past ten
years, Channel 4 has invested over £1.5 billion in content made outside of London. Independent
analysis shows Channel 4 consistently spends significantly more with independent producers
in the Nations and Regions than any other commercially-funded broadcaster.

As an organisation that is able to prioritise public purpose over profit, our proposals will allow
us to go even further in deepening our investment in rebalancing the creative sectorand
creating jobs and training opportunities right across the UK without changing Channel 4’s
commercially funded model. With greater capital, scale and an increasingly diversified pool of
revenues, Channel 4 will be in a strong position to turbocharge its economic and social
contribution in the coming years.

We anticipate that our plan would allow us to grow investment in the Nations and Regions,
providing a new source of investment in commissioning content from (often SME) production
companies based in the Nations & Regions. Independent analysis commissioned by DCMS in
2018 found that Channel 4’s scale and distinct publisher-broadcaster model makes where we
spend our commissioning budget far more impactful than our physical location in terms of
benefit to regional economies. We would retain and propose that the Government enshrines
in licence our voluntary commitment to spending at least 50% of our relevant commissioning
budget outside London.

Our ‘4 All the UK’ strategy is increasing our presence in the Nations and Regions, but we are
only just two years into this journey. We opened our Leeds HQ at the end of last year and we
have already met our commitment to base 300 roles outside of London by 2023. We want to
accelerate our commitment to levelling up by doubling our commitment on roles outside of
London, growing to 600 roles by 2025.

Alongside this, we would streamline our presencein London by creating anew London base
that reflects our new ways of working. As we embrace hybrid working, and reorient our focus
away from London to the Nations and Regions — a reorientation intrinsic to our existence in
public ownership — Channel 4 may require a different scale London base.

As part of this, we would look to dramatically expand Channel 4’s digital content production
studioin Leeds - 4Studio. Investment in 4Studio aligns with our strategy to build on 4Studio’s
position as a trusted source of social content for younger audiences, countering
misinformation and creating IP opportunities to exploit at home and abroad. We would aim to
significantly increase revenues by 2024, whether through strategic partnerships or
acquisitions, or organically. We estimate that 4Studio’s expansion in this way would take
headcount in Leeds to 200 jobs by 2024.

This runs alongside our commitment to improve diversity at Channel4: we have increased the
proportion of our staff from non-professional backgrounds to 40%, but we know we have
more to do. Asa publicly owned organisation, we recognise that we have a responsibility to
fully represent the nation we serve.

Supercharging 4Skills

Next, we would offer a route into the industry for 100,000 young people who would otherwise
not have the opportunity, and work with partners to scope thefirst televisionschool outside
the southeast. In so doing, we would align closely with the Skills Missionin the government’s
Levelling-Up White Paper.

Skills shortages, especially outside London, are holding back the creative economy from
achieving its full potential. The government’s 2018 Sector Deal for the creative industries
highlights how nearly half of creative industry jobs are in London and the southeast®. Training
provision is patchy with many elite institutions similarly located in the southeast. The only
national film and television school is based in Buckinghamshire. We want to scope out the
creation of a television school more accessible to people based elsewhere in the UK, to
support the creative cluster Channel 4 is developing in Leeds.

5 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment _data/file/695097/creative-industries-sector-deal-print. pdf



We have already committed to £5m of additional investment in 4Skills, enabling us to reach
15,000 people a year from 2022. Diversifying our revenue will enable us to grow this
investmentto £10m perannum which we see as critical to addressing both the lack of
capacity and the lack of diversity in the sector. This would increase the number of training
opportunities offered to 20-25,000 a year — or 100,000 over a five-year period.

In public ownership, as we expand our footprint in the Nations and Regions, we would look to
focus this additional investment on young people from non-professional family backgrounds.
Economic analysis of these proposalsis set out in Section 2.

Driving scale and new investment

4: The Next Episode enables Channel 4 to release capitaland new sources of revenue, in order
to drive scale and new investment.

We intend to leverage significant private capitalinto Channel 4 for the first time, bringing
£1bn of new Britishinvestment in British content by 2030. With external financial advisers, we
have been developing an intellectual property joint venture (JV) proposition with an external
investor as majority shareholder.

The JV would invest in British creative content, combining Channel 4’s commissioning
expertise, distinctive British flavour and ‘shop window’ for curated content with private
capital.

Our specialist financial partners would be the majority investor, providing access to debt
outside of the public sector balance sheet. The scale of the JV would expand over time.

Based on advice from external financial advisers we estimate it could scale to £200m per
annum (or £1bn over a 5-10-year cycle). Benefits to Channel 4, the creative economy and our
public owners include:

» Bringing incremental private capitalinto the UK content market, delivering significant
additional investment in UK production. Channel 4 would reinvest revenues from the
secondary sale of IP into domestic content commissioning, bringing new money into the
ecosystem.

* Enabling Channel 4, when commissioning via the IP JV, to benefit from IP without
breaching the publisher-broadcaster model.

» Establishing a one-stop shop for financing for independent production companies,
removing the challenges of assembling complex financing structures and speeding up
recommissioning.

We would also look to develop an All4 proposition forinternational markets. Global All 4
would enable us to leverage our brand and content expertise into selected international
markets. Following our global success with Walter Presents, a strand of All 4 that specialisesin
global content, this proposal would create a meaningful Channel 4 branded service that would
be distributed worldwide. A multi-genre offer targeting a young demographic globally, Global
All 4 would boost British cultural diplomacy, generate an estimated £100m of revenue for
Channel 4, and benefit British producers by boosting the profile and reach of Channel 4's
commissioned content.

These initiatives would enable us to grow investmentin British content — with £1bn of new
Britishinvestmentin British content by 2030. The joint venture with a private investor would
leverage more investment into British content. Combined with international expansion, by
2030 we estimate a steady state increase in commissioning spend of c.£300m (cf. £700m in
FY24 in 3YP). This would unlock 3,000 creative sector jobs which, under our plan, would be
focused in the Nations and Regions.



Public ownership is integral to these proposals

These proposals can only be delivered if we remain in public ownership. A private owner would
reasonably be expected to scale back investment that is less certain to deliver a financial
return to Channel 4. Past performance suggests a private owner would focus commissioning
on content from more established companies based in and around London. Conversely, in
public ownership Channel 4 would aim to leverage private investment and growth to reinvest
in content created across the UK.

Furthermore, there are significant economic benefits to the UK from this alternative approach.
These are set out in more detailin Section 2.

Options to update the remit to reflect our vision for Channel 4’s future

As DCMS reviews the regulatory framework for the public service broadcasting (PSB) system
as awhole, there is an opportunity to enshrine Channel 4’s commitment to promote
distinctively British content. This would help to preserve distinctively British content in the
face of the globalising pressures of US-owned subscription services. Reforms could include:

* Reinforcing our commitment to Britishness in content, including in British film.

* Incorporating into our remit a commitment to regionaland socialdiversity, reflecting our
desire to provide access to the creative industries to people with creative talent from all
backgrounds.

* Enshrining much of what Channel 4 does to go above and beyond the existing remit
already, mandating our currently voluntary commitment to spending at least 50% of
commissioning spend outside of London.

Furthermore, there could be additional opportunities to modernise the remit to ensure that it
remains fit for a digital age. This includes:

* Anopportunity for the government to make a clear statement of its expectations that
Channel 4 leads the PSB sector as a digital-first broadcaster.

+ It may also be useful to update the approach to regulation and measurementto enable a
more flexible service-neutraland outcomes-focused approach, moving away from a
narrow application of linear quotas (as we are currently discussing with Ofcom).

Whilst remit reform is integral to outlining a clear and future-facing vision for Channel 4, we are
clear that even more important is the culture, priorities and incentives driving an organisation.
In public ownership, Channel 4 is able to go above and beyond its remit in pursuit of wider
public benefits.

Next steps

Together, these changes would transform Channel 4 into a model for UK public service
broadcasting - a digital-first broadcaster combining private capitaland public purpose to lead
the media sector’s shift towards creating jobs and opportunity outside of London. As the
future of public service broadcasting comes under scrutiny, new sources of capitaland
revenue diversification will significantly strengthen Channel 4’s commercially funded, free to
air modeland increase its scale and its contribution to British cultural life.
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Reformed C4 in Public Privatisation

Ownership®

I T e
Channel 4 value >£500m asset retained £500m one-off cash’
___

Gross value added (GVA)

Direct GVA within Channel 4 __

Creadtive economy: London £5.5bn £4bn to £5bn

Regions (N&R)
£11bn £8bn to £10bn
I e

Direct jobs within Channel 4 [EEVEE e B LR SR

7,000 4.500 t0 5,500

Regions (N&R)

13,000 9,000 to 11,500

British exportable IP £500m to £1bn production No longer organisational
sector UK IP exports over next  priority for a new owner of
decade Channel 4

New routes into industry for 100,000 opportunities, at No longer organisational
young people who would £100m total cost over 10 years: priority for a new owner of
otherwise not have had the worth c. £2bn to UK economy Channel 4

opportunit

Immediate c. 24 months

Primary legislation required? Yes

6 Publicownershipinsummarytable assumesimplementation of Channel4’s 4: The Next Episode proposals; and Privatisation assumes publisher-broadcaster statusis

removed. GVA and jobs figures are Channel4 estimates, based on EY analysis.

7 Channel4valuebased on Alvariumanalysis. 9
8 Rangein Direct GVA and Directjobs reflectsin-house productioninanew owner of Channel4 (due to end of publisher-broadcaster model), with lowerend of range

reflecting potentialfor offshoring of productionactivity. Offshoring could also reduce creative economy GVA and jobs.

9 Rangeon N&R GVA and jobs depends on Nations & Regions production quota applied to new owner of Channel4. Lower limitassumes existing 35% quota.



Options under consideration

1. Reforming and enhancing Channel4’s role in public ownership (including Channel4's
proposals for enhanced contribution: 4: The Next Episode)

Channel 4 commissioned forward-looking economic contribution analysis from EY in 2021,
which was based on Channel 4's 3 Year Plan at the time. Since that analysis was conducted,
Channel 4 has updated its forecasts in the light of continued strong financial performance, and
this paper is informed by updated analysis which reflects Channel 4’s latest forecasts.

4: The Next Episode would enable Channel 4 to leverage private capital, develop strategic
partnerships and generate scale; and would do so under continued public ownership to
protect and enhance Channel 4's public contribution, especially in the Nations & Regions. As
set outin Section 1 of this document, 4: The Next Episode would:

* Growinvestmentinthe Nations & Regionsthrough increased Nations & Regions
commissioning, and growing Channel 4’s presence outside London.

» Offerarouteintotheindustryfor100,000 young people who would otherwise not have
the opportunity, through significant growth to 4Skills.

» Drive scale and new investment, through British exportableIP, by answering the
government’s challenge to find ways to bring in private capital. This includes a majority
privately-funded joint venture that would own and exploit intellectual property (IP), and
would enable Channel 4 to use new private capital to grow British investment in British
content.

2. Privatisation

The government has consulted on a potential sale of Channel 4, including the removal of
Channel 4's publisher-broadcaster status (which means that Channel 4 does not produce its
own programmes, and instead commissions all programming from external producers).

Comparative economic evaluation

Economicimpact of retaining a reformed Channel 4 in public ownership

Retaining Channel 4 in public ownership would support Channel 4's economic contribution
and delivery of its remit. Channel 4’s 4: The Next Episode proposals are designed to enable an
enhanced economic contribution, over and above Channel 4’s current model. This enhanced
economic contribution would be enabled by greater business growth and financial scale for
Channel 4 - growing to a £1.7bn revenue business, and content investment increasing to £1bn
perannum by 2030 (from c. £1.2bn and c. £700m respectively today).

Under continued public ownership, and by implementing the 4: The Next Episode proposals,
Channel 4 would:

* Contribute c. £11bn of GVA in present value terms over the next ten years.

»  Support13,000 jobs each year across the UK economy — of which over 90% are in the
supply chain outside Channel 4.

+ Deliveraround £3.5bn of GVA, and almost 5,000 jobs in the Nations & Regions of the UK.

Further, retaining Channel 4 in public ownership would support Channel 4’s contribution to
British exportableIP:

* Retaining publisher-broadcaster status for Channel 4 would lead to c. £4bn of external
commissioningin the external production sector over a decade, that would otherwise
move in-house if a new owner of Channel 4 were to commission in-house commissioning
atITV levels.

*  Programmes commissioned by Channel 4 are sold all over the world, promoting UK
exports and UK soft power: O&O analysis for PACT estimates that Channel 4 contributes
25% of independent producers’ internationalsecondary sales (£462m from 2010 to
2019, out of total £1.817bn).



» Due to business growth, and enabled by the proposed IP joint venture, this export
contribution is expected in the 2020s to range from £500mto £1bnin total, reflecting
Channel 4's important role in driving an IP-based economy in the UK.

Channel 4’s proposals would also offer new routes into the industry for 100,000 young
people who would otherwise not have the opportunity:

* Channel 4 intends to expand 4Skills to £10m perannum, from £5m in 2022, offering a
route into the industry for 100,000 young people who would otherwise not have the
opportunity.

* Channel 4 would begin initial scoping work to establish a dedicated 4Skills School
outside the south-east of England, aligning with the Skills Mission in the government’s
Levelling-Up White Paper.

» This would drive growth in economic contribution: Channel 4 would spend c. £100mon
4Skills over a decade, generating c. £2bn of value for the UK economy in aggregate .

Further, these proposals would enhance economic contribution by:
* Growinginvestmentin the Nations & Regions

* Increasing Channel 4’s quota to'commission 50% of content from the Nations &
Regions, resulting in c. £2bn investment in Nations & Regions content over this
decade.

» Growing presence in the Nations & Regions: doubling original target to grow to
600 Channel 4 roles outside London by 2025, including significant expansion of
4Studio.

« Streamlining Channel4's presencein London: reducing office space in the London
base.

+ Scale and new investment into British content, with continued publisher-broadcaster
status

» Greater scaleandinvestment would be enabled through business growth, and
evolution of Channel 4’s commercial model - through a majority privately-funded
joint venture that would own and exploit IP (therefore contributing the creation of
exportable IP, whilst maintaining publisher-broadcaster status); the launch of a
new international offer, Global All 4; and expansion of 4Studio, Channel 4's digital
content production studio in Leeds.

* New Britishinvestmentin British content. By 2030, Channel 4’s content
investment could be c. £1bn per annum (cf. £700m in FY24 in previous 3 Year Plan
shared with government).

Economicimpact of privatisation

The sale of Channel 4 would deliver a one-off revenue injection to the Exchequer. Alvarium
estimates a sale value of £0.5bn if the current public service broadcaster remit is protected.
This level of enterprise value is plausible if the government protects Channel 4's remit and
public contribution, as it has indicated it would.

Even with the protection of Channel 4's remit and licence obligations, a sale in which the publisher-
broadcaster model was removed (and consequently Channel 4 made programming in-house) could
have important creative economy and levelling-up implications:

» Overadecade, Channel 4's contribution to supply chain GVAwouldbe c. £6bn™ - i.e.
around £3bn lower in a privatisation scenario than if the 4: The Next Episode proposals
are implemented. Around £1bn to £2bn of this reduction would be felt in the Nations &
Regions™,

1

11 Supply chain GVA and jobs could be lower thanshown here, were anew owner to offshore more productionactivity:

12 Rangeon N&R GVA andjobs depends on Nations & Regions production quota applied to new owner of Channel 4. Lower limitassumes existing 35% quota



» Thisis equivalentto a reduction in supply chain jobs supported by Channel 4 of 32%
(c.4,000 jobs), including a reduction of 40% (c.2,000 jobs) in the Nations & Regions.

* Theremoval of publisher-broadcaster status is estimated to increase Direct GVA and
jobs contribution (through ongoing business value to a new owner), but this represents a
transfer of economic value from the creative economy supply chain to a new owner of
Channel 4. It should be noted that independent analysis by Ampere finds that
privatisation would put over 60 production companies at serious risk. Further, a
proportion of this economic value would be lost from the UK economy in aggregate, if an
overseas owner were to offshore profits.

» Theremoval of publisher-broadcaster status would mean that British exportable IP may
no longer be an organisational priority for a new owner of Channel 4, particularly if the
new owner is based overseas. This would therefore create risks to Channel 4's export
contribution.

» Inaddition, privatisation would result in the foregoing of additional public contribution as
set outin the assessment of the 4: The Next Episode proposals. For instance, offering
new routes into industry for young people is not expected to be an organisational priority
for a new owner of Channel 4.

Overall comparison of the economicimpact of Channel4's proposalsrelative to privatisation

When overall economic contribution of Channel 4 is taken into account, it is expected that
retaining Channel 4 in public ownership, and implementing Channel 4’s 4: The Next Episode
proposals would lead to growth in'creative economy GVA and jobs across the UK, and in the
Nations & Regions. In contrast,both supply chain GVA and jobs are estimated to fall overall
under privatisation, particularly in the Nations & Regions, even if the remit is protected.

The government therefore faces a trade-off between a one-time revenue injection of
c.£0.5bnfrom privatisation; and a series of significant risks associated with privatisation:

» Riskstothe UK creative economy

* The loss of £3bn GVA from UK supply chains, and potentially a reduction in GVA in
the UK economy entirely if a new owner offshores profits

+ A 32%declineinjobs supported in Channel 4’s supply chain
* Riskstothe government’s levelling-up agenda

* A particular adverseimpact on the Nations & Regions - with c. £1bn to £2bn GVA
foregone, and a c. 40% decline in Nations & Regions jobs supported

* Loss of 100,000 training opportunities over the next ten years, with this training
intended to offer a route into the industry for young people who would otherwise
not have the opportunity

» Risksto Britishintellectual property

* Removalof publisher-broadcaster status would create downside risk for the UK’s
world-leading production sector, raising the risk of more offshoring of British IP

* Independent analysis by Ampere finds that over 60 production companies would
be put at seriousrisk

* Broaderimplementationrisks
+ Significantimplementationand legislative costs of change

* Uncertainty and disruptionin Channel 4's business during legislative and sale
process

12



Further, by retaining Channel 4 in public ownership, the government would facilitate the
delivery of Channel 4's 4: The Next Episode proposals, which have been developed to
address the government’s questions about Channel 4’s commercial sustainability. These

proposals would:
+ Deliver an enhanced economic contribution over and above Channel 4’s current model:
resulting in over £11bn of GVA overall; and supporting over13,000 jobs

+ Allow the government to continue to own a valuable asset, which would likely increase in
value as a result of the growth and diversification plans outlined by Channel 4

* Avoid the implementation and legislative costs of change noted above: Channel4's plans
can beimplemented rapidly, and without the need for legislation or a potentially lengthy

sale process.
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Television Corporation
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