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1 Executive summary 

DCMS is considering whether a transition from DTT to IPTV should be 

made in 2034 or 2044 (Option 1 and 2 respectively). In this context it 

has published an initial cost-benefit analysis (CBA) comparing the 

two options. This found a modest advantage to Option 2 when 

considering only monetisable impacts, but also noted a number of 

unmonetised impacts. However, as we set out below, there are a 

number of essential adjustments to the CBA, and the net effect of 

these is that Option 1 becomes significantly preferred. 

Monetised impacts 

Some of the individual monetised impacts in DCMS’ analysis are very 

large relative to the net impact. For instance, DCMS finds a £1.4bn 

advantage on broadband costs for Option 2, which compares to its 

calculated net benefit for Option 2 of just £305m. Unavoidably, 

DCMS’ net figure is therefore highly sensitive to the assumptions 

underlying the individual items. 

Our review suggests that DCMS’ assumptions and approach need 

enhancement in a number of areas. In particular: 

• DCMS appears to be using now-outdated 3 Reasons 

forecasts for the number of households without IPTV in 2034 

(a key driver of transition support costs). The CBA is based on 

a figure of 1.51m households, but 3 Reasons now predicts 

0.67m households. This will greatly reduce the costs of a 

2034 transition, favouring Option 1 

• Contrary to Green Book guidance, the CBA uses a higher 

discount rate for the value of spectrum to MNOs than for all 

other items. Using the Social Time Preference Rate for 

spectrum value (as DCMS has for all other items) will greatly 

increase the assessed benefit, enhancing Option 1 (which 

delivers this spectrum much earlier) 

• DCMS uses retail costs for broadband and IPTV devices. 

However (per the Green Book), CBAs are better based on 

underlying costs that do not embed margin for suppliers. 

Correcting this will greatly reduce the costs of these items, 

to the benefit of Option 1. (Conversely, applying similar logic 

to DTT network costs will reduce these, to the benefit of 

Option 2) 

• The CBA bases its estimate of the costs of a communications 

programme to support the IPTV transition on an historic 
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forecast of the cost of a similar programme for Digital 

Switchover. However actual figures for DSO (which are 

appreciably lower) are available. The CBA also appears to 

ignore the need for a communications programme for the 

DVB-T2 transition. Correcting for these issues will favour 

Option 1. 

In summary: 

Impact 

Net benefit to 

2044 trans’n 

per DCMS 

Relevant adjustments 

[‘-’ ⇒ lower benefit from 2044 trans’n]  

Cost of BB for HH without £1,400 - # of HH without suitable broadband 

- Opportunity costs, not pricing; or 

- Treatment of VAT & pricing trends 

DTT radio cost-savings £160 - Opportunity cost, not charge 

Comms programme £120 - Base on actual not estimated cost 

- Add cost of DVB-T2 comms programme 

Cost of IPTV devices £105 - Number of HH needing support 

- Treatment of VAT & pricing trends 

600 MHz clearance costs -£260 [n/a] 

MNO savings from spectrum -£400 - Correct discount rate 

DTT network costs -£820 + Opportunity cost, not charge 

- Transfer from spectrum proceeds 

- DTT costs other than Arqiva 

- Comux and Nimux costs 

 

We are confident that making these and other necessary 

adjustments will swing the calculated outcome for monetised 

impacts from a modest advantage for Option 2 to a rather larger 

advantage for Option 1. 

Unmonetised impacts 

Further, a directional analysis of the unmonetised impacts suggest 

that these too are highly likely to prefer Option 1. 
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 Likely to favour Option 

Impact 1 2 

Considered in CBA   

Costs   

Earlier DTT decommissioning expense  X 

DVB-T set replacement for 600 Mhz redeployment in Opt 2 X  

Traffic costs for IPTV, 2034-44 in Opt 1  X 

Wider digital inclusion support programme in Opt 1 X  

Benefits   

PSM usage of DTT costs saved in Opt 1 X  

Cost saving for other mast users in Opt 2 - - 

Use benefits from spectrum released earlier in Opt 1 X  

Digital inclusion benefit from accelerated broadband take-up X  

Undetermined   

Increase in ad revenue due to accelerated IPTV in Opt 1 X  

Environmental impact - - 

Not considered in CBA 
  

Costs   

Risk of unmanaged DTT collapse in period 2034 -44 in Opt 2 X  

Optionality of earlier two-way interface in home in Opt 1 X  

Distributional impacts (across society) X  

Benefits   

Consumer benefits of IPTV X  

 

This is particularly so when some issues unconsidered by the CBA are 

included, such as: 

• The small but real risk of an unmanaged collapse of DTT 

post-2034 

• The optionality benefit of a two-way interface in the 

home (enabled by broadband for IPTV), which can 

deliver digital benefits even if individuals in the home are 

not online in the traditional sense 

• The distributional impacts of supporting households that 

skew C2DE and are more likely to have disabilities 

• The consumer benefits of the upgrade to IPTV 

These all support Option 1.  

Thus a revised CBA is likely to show that both monetised and 

unmonetised impacts provide substantial support for a 2034 

transition. 
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2 Introduction 

DCMS is looking at the future of TV distribution in the UK. In 

particular, it is comparing the merits of ending DTT distribution in 

either 2034 or 2044. It has recently published a Green Paper on this 

issue.1 

This Green Paper includes an initial cost-benefit analysis. DCMS notes 

that it “is not intended to be final analysis to inform a decision, but 

to allow … industry to understand and provide input on the 

government’s current understanding of the costs and benefits.” 

This Communications Chambers report provides a critique of the 

logic and assumptions of the initial CBA, to support a more robust 

and accurate final CBA. In particular, we compare the approach taken 

by DCMS to recommended best practice set out in the Treasury’s 

Green Book2, which sets the guidelines for CBAs. 

 
1 DCMS, Watch this Space -A new strategic direction for UK media, June 2026 
2 HM Treasury, The Green Book (2026), 5 February 2026 

https://assets.publishing.service.gov.uk/media/6a44d547fa72f76532a4e497/E03591532_TV_Green_paper_Accessible.pdf#page=70&zoom=100,0,0
https://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-government/the-green-book-2026
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3 Summary of the CBA 

DCMS’ CBA considers a range of costs and benefits that may vary, 

depending on whether there is a managed transition to IPTV in 2034 

or 2044. Where possible – for each of the ‘monetised impacts’ – it 

calculates an NPV for each of the two options, and further considers 

low and high cases. 

It separately considers a range of unmonetised impacts, that may be 

no less substantial but where it is not currently possible to calculate 

NPVs. 

DCMS’ results for the monetised impacts of its central cases are as 

follows: 

NPV (£m) of monetisable IPTV transition impacts 

Category Impact 2034 transition  2044 transition  

Net benefit to 

2044 trans’n  

Cost Cost of BB for HH without £1,600 £200 £1,400 

Cost Cost of IPTV devices £125 £20 £105 

Cost Comms programme £410 £290 £120 

Cost DTT network costs £0 £820 -£820 

Cost 600 MHz clearance costs £0 £260 -£260 

  £2,135 £1,590  

Benefit Radio cost-savings £0 £160 £160 

Benefit MNO savings from spectrum £3,500 £3,100 -£400 

  £3,500 £3,260  

Net  £1,365 £1,670 £305 

 

DCMS’ figures suggest a £305m NPV benefit (for these monetisable 

impacts) for a 2044 transition over a 2034 transition. This is made up 

of some impacts that favour 2044 and some that favour 2034, as 

follows: 



   

 

 

[7] 
 

 

DCMS’ net result – a £305m advantage for 2044 – is a fragile one. 

This figure is small relative to some of the benefits and costs that 

contribute to it. For instance, this £305m is less than one-quarter of 

the figure for reduced costs associated with providing broadband to 

households that need it under a 2044 transition. Thus quite small 

movements in the estimates of the net NPV of different impacts may 

have a dramatic impact on the £305m supposed advantage for 2044. 

Further, as DCMS notes, the estimates of the NPVs of impacts are 

themselves volatile. It says: “[T]hese estimates should be treated 

with caution ... Small changes in inputs (for example, household 

forecasts, broadband prices, future mobile network traffic) 

significantly change the monetised impacts.” 

This is an important point, since – as we shall see – changes to some 

of the DCMS’ input assumptions are warranted. 

Figure 1: NPV (£m) net benefit to 2044 transition 
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4 Numbers needing support through a transition 

4.1 Number of households without IPTV capability 

Fundamental to DCMS’ estimates of several cost items is its 

assumptions regarding the number of households without IPTV in 

2034 and 2044. DCMS cites 3 Reasons as its source for the 2034 

figures, and explains that it has made its own estimates for 2044 

based on the 3 Reasons 2034 figures. 

The figures DCMS uses from 3 Reasons are 1.51m households 

without IPTV in 2034, split between 0.63m who have suitable 

broadband but have not connected IPTV, and 0.88m who do not have 

suitable broadband (either because they are not online, or their line 

speed is less than 30 Mbps). 

The CBA does not indicate the date of these 3 

Reasons figures, but they appear to have been 

superseded. At time of writing,4 3 Reasons’ 

latest figures for 2034 are just 0.67m 

households without IPTV (split 0.19m 

choosing not to connect, and 0.48m with 

unsuitable broadband).5 

In other words, the number of homes 

predicted to need support in 2034 has more 

than halved - a 56% reduction, or 0.84m 

households. (Looking specifically at those with 

unsuitable broadband, the reduction is 45%). 

This reduction might be expected to also result in lower estimates for 

households needing support in 2044. However, this figure is already 

far lower – DCMS’ estimate for 2044 is just 0.52m. If this had a pro-

rata reduction, it would fall just 0.29m, compared to the 0.84m 

reduction for 2034. 

 
3 Green Paper, 3 Reasons (as of July 2026) 
4 12 August 2026 
5 Note that these revised forecasts are based on an assumption that DTT will end in 2034, and that the behaviour of 
market participants in the run up to 2034 would reflect this. In practice, a 2034 transition would be announced well in 
advance, and in assessing Option 1 (and its associated announcement), it is entirely appropriate to use numbers that 
reflect the market’s response. For instance, if the knowledge of a pending end to DTT encourages a household to make a 
transition to IPTV of its own accord, it is right that the CBA’s analysis of Option excludes any cost of transition support for 
that household 

Figure 2: Households needing support, 2034 (m)3 
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Thus these revised estimates will reduce forecast transition costs in 

both 2034 and 2044, but the absolute reduction will be far greater 

for a 2034 transition. 

4.2 Treatment of satellite households 

Under both options, DCMS is explicit that it “anticipates that satellite 

and cable television would continue on a purely commercial basis.”6 

Thus satellite households will not need transition support – they can 

continue exactly as they are. 

However, for reasons that are unclear, in calculating the costs of the 

two different options, DCMS includes a cost of support for these 

satellite households. For instance, in discussing the cost of 

broadband support it says: 

“We calculate these broadband costs for all households that 

are not forecasted to have broadband (which includes 

satellite-reliant households).”7 

It may be that government or industry would choose to transition 

satellite households to IPTV at some point – but this is a quite 

separate decision. Further, DCMS has assumed that satellite 

provision continues beyond 2044. Thus to include costs to transition 

satellite households in a CBA of a decision to transition from DTT 

seems entirely inappropriate. 

Note however that the latest 3 Reasons figures are based on a view 

that Freesat ceases operations in 2032, and therefore all the 

unconnected households in 2034 in these figures are ‘DTT 

unconnected’. Thus if the 3 Reasons figures are used, the issue of the 

treatment of satellite households falls away. 

 
6 Page 64 of the Green Paper 
7 Page 74 
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5 Discussion of monetised impacts 

We now turn to a discussion of the individual monetised impacts 

assessed by DCMS. 

5.1 Overstatement of broadband costs 

By some margin, the biggest single impact in DCMS’ analysis, and the 

one most important to its calculation that the quantified value of 

Option 2 is higher than that for Option 1, is the ‘social costs of 

broadband for households without broadband or IPTV-capable 

broadband’. This is intended to cover the cost of broadband for 

households that would have chosen not to have it, absent a 

migration to IPTV. 

However, there are several ways in which DCMS’ analysis is out-of-

date or flawed. 

Outdated assumption for number of households without suitable 

broadband 

As discussed above, the forecasts of households with no or 

inadequate broadband used by DCMS have since been updated. The 

number forecast to be without suitable broadband has fallen by 45%, 

to 0.48m, and this feeds pro-rata into the calculation of costs of a 

2034 transition. By itself, this one issue is likely to reduce the 

calculated advantage for 2044 by £600m or more. 

Retail prices used, not opportunity costs 

Not only are the number of households without suitable broadband 

overstated, so are the costs per household.  

In calculating what it claims is a social cost to remedy this, DCMS uses 

“uplifted superfast listed prices”. The use of retail, list prices in this 

context is inappropriate.8 

The Green Book does allow that “[t]he starting point for estimating 

social costs and social benefits is market prices”. However, what 

these are intended to estimate is: 

“the value of goods and services in terms of their opportunity 

cost. This is defined as the value of the next best alternative 

use that those goods or services could be put to.”9 

 
8 Nor is it clear why DCMS has ‘uplifted’ these prices, or to what extent 
9 See 8.1 onwards 
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In the context of broadband, this is a very different figure than the 

retail price. A critical point is that the great majority of the cost of 

providing a particular household with broadband is already sunk.10 

The national, regional and ‘last mile’ broadband networks are 

already built. As DCMS notes, even the households who have not 

taken up broadband will generally have a live voice connection to 

their households. 

When setting retail prices, operators seek to recover this sunk cost. 

However, if a household does not take broadband, it does not (and 

can not) provide a saving in any of these sunk costs. Put another way, 

adding one more broadband customer does not create any 

opportunity costs in these areas. 

This is not to say there are no opportunity costs associated with an 

extra broadband customer. For example, that customer will require 

a router, installation, and modest additional traffic costs, and will 

need customer care and billing. (Though regarding care and billing, if 

the customer is already taking voice services, the additional cost of 

care and billing will be trivial. In an all-VOIP world the customer will 

generally also have an IP-enabled router already). However, these 

opportunity costs are likely to be far below retail prices that DCMS 

has used. 

The Green Book offers a relevant example, saying:  

“The social value of a change in energy use is found by 

multiplying together the quantity of fuel used or saved by a 

proposal, and the long run variable cost (LRVC) of that fuel.” 

[emphasis added]11 

Gas, oil and electricity all come with substantial fixed production and 

distribution costs, recovered through retail prices. Nonetheless, the 

Green Book says the relevant figure for a CBA is the variable cost, 

which will exclude these fixed costs.12 The same approach should 

apply in the current case, with the CBA making use of variable costs 

(such as those relating to the router, installation and so on). 

Another way to look at the same issue is that the marginal profit for 

a broadband operator from an extra customer is likely to be very 

 
10 There is a minor exception for households that do not already have access to superfast broadband, but by 2034 this will 
be a tiny group 
11 ¶8.67 
12 Long run variable costs, as preferred by the Green Book, may include an element of fixed costs, if the incremental 
demand is such as to trigger an upgrade in the fixed infrastructure. Given that the fixed broadband network is very 
substantially already deployed, this issue does not arise for the current CBA 
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high, because the marginal cost is low. This marginal profit is 

embedded in the retail price. But it is not a true social cost, merely a 

transfer from the customer to the broadband provider. The Green 

Book says13 that such transfers should either be excluded (in this 

context deducted from the retail price) or treated as an offsetting 

benefit to the cost. DCMS’ CBA does neither. 

A proxy for variable costs is a broadband operator’s ‘cost of sales’. 

These are typically less than 40% of revenues.14 Thus DCMS’ use of 

price, a revenue related figure, is a substantial exaggeration of the 

variable cost, by a factor of 2.5x or more. 

Finally, it is unclear from the CBA how DCMS has treated households 

that have broadband of less than 30 Mbps. However, higher speeds 

will be almost universally available by 2034, and the marginal cost of 

upgrading a household that already has broadband to a higher speed 

is very low indeed. 

Treatment of VAT 

Even if retail prices were used for the CBA, it would still be necessary 

to adjust for VAT. This too is an economic transfer, not an 

opportunity cost, and should therefore be excluded (or offset by the 

benefit to government, as the recipient of the VAT).  

VAT will represent 16.7% of the cost assessed for broadband by 

DCMS, a further material overstatement (assuming it has not already 

been adjusted for – DCMS makes no mention of any such 

adjustment).  

Treatment of pricing trends 

Of its pricing assumption for broadband, DCMS says: 

“Whilst Ofcom’s report shows that broadband prices have 

fallen in real terms in recent years, there is no evidence this 

will continue over a 19 year period, so we assume in the 

Central scenario that broadband prices remain the same as 

they currently are in real terms.” 

While it certainly can’t be guaranteed that prices will continue to 

decline for 19 years, this isn’t actually the relevant question. 

First, DCMS understates the evidence when it says prices have fallen 

in recent years. In fact, prices for superfast have been on a downward 

 
13 ¶6.38 
14 37% for Virgin Media and 39% for CityFibre, for example. BT does not break out its accounts in this way. Note that this 
is 40% of revenues net of VAT. 
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trend for at least a decade, according to Ofcom evidence.15 To 

assume (as DCMS does) that this trend immediately ceases is bold, 

particularly since continuing altnet deployments, the growth of 

fixed-wireless access, and increased adoption of satellite broadband 

are all increasing competitive intensity. 

Second, DCMS appears to set aside past price trends on the basis that 

“there is no evidence this will continue over a 19 year period”. 

However, this is an inappropriate test. Even if the declining price 

trend only continued for (say) three years, and then prices were flat 

in real terms, then DCMS’ assumed prices for 2034 onwards would 

be too high, and thus would overstate the costs of the 2034 option. 

Conclusion 

DCMS’ assessment of high costs for consumer broadband is critical 

to its finding that (for impacts that can be quantified) Option 2 is 

preferable overall. However, this assessment is flawed. It uses a now-

outdated and too-high number of households without adequate 

broadband; inappropriately uses retail prices rather than far lower 

marginal costs; and even if retail prices were to be used, they should 

be adjusted for VAT and (in the base case) continuing price declines. 

Consequently, DCMS’ assessment of this cost is almost certainly 

overstated by a factor of five or more. 

5.2 Radio costs 

This item relates to the increase in charges to radio broadcasters if 

transmission infrastructure was no longer shared with DTT. The 

estimate of costs is provided by Arqiva, and the CBA provides 

minimal detail. We are therefore not able to comment substantially 

on this item. 

However, if the estimated figure is a charge, not an underlying cost 

(as for the broadband costs), then the figure may need to be adjusted 

to be appropriate for a CBA of social benefits and costs, excluding 

transfers between parties. By itself, a simple change in price (that 

does not lead second-order effects) is irrelevant to a CBA,16 since it is 

just a value transfer without changes to overall societal benefits and 

costs. 

 
15 Ofcom, Pricing and consumer engagement Trends in the UK communications sector, 26 February 2026; Pricing trends 
for communications services in the UK, 22 July 2021 
16 Setting aside distributional impacts 

https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/pricing/2025/pricing-and-consumer-engagement-report.pdf?v=413104
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/pricing/2021/pricing-trends-for-communications-services-in-the-uk.pdf?v=326689
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/pricing/2021/pricing-trends-for-communications-services-in-the-uk.pdf?v=326689
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5.3 Communications programme costs 

The IPTV transition will need to be supported by a communications 

programme. DCMS has estimated the cost of this by: 

“uplifting the Digital UK’s planned expenditure for the Digital 

TV switchover communications campaign to 2026 prices, with 

updated mailing costs estimated from the cost of letters sent 

out for ONS surveys”. 

However, it is unclear why DCMS used a 2008 planned figure for the 

Digital TV communications cost (£200m)17 when actual figures after 

completion of the programme are available. In 2013, Digital UK 

reported that spend on the communications programme had been 

just £120.6m.18 Adjusting for inflation to 2026, this is equivalent to 

£208m, but this is well below the inflation-adjusted £490m that 

DCMS uses in its analysis.19 

If the cost of the communications programme is lower, then the 

benefit of delaying it by pushing the IPTV transition to 2044 is 

smaller. While DCMS calculates a present value advantage for 2044 

of £120m regarding communications, this would drop to 

approximately £50m based on the above analysis. 

In addition to the overstatement of the IPTV transition 

communications programme cost, there is a further issue: DCMS 

does not appear to have included any cost for a communications 

programme associated with the DVB-T2 transition in Option 2. 

Under Option 2, broadcasters will shift DTT transmission entirely to 

DVB-T2, a more efficient protocol. This will enable the release of 600 

MHz spectrum. However, for households with older TV sets, it will 

require a set upgrade (much as did digital switchover). 

While DCMS has included (as an unquantified cost) the costs of the 

sets themselves, it does not appear to have included any costs for 

the necessary communications programme – viewers would need to 

be informed of the need to upgrade to avoid losing key channels. By 

2034, the number of households without DVB-T2 capable sets may 

be modest, but there will need to be a full national campaign to avoid 

leaving anyone behind. 

 
17 NAO, Preparations for Digital Switchover, 27 February 2008 
18 Digital UK, Directors' report and financial statements (2012), 4 September 2013 
19 DCMS does also adjust for increased postage costs. Our estimate also makes such an adjustment, albeit we have 
grossed up the postage cost in the Digital Switchover campaign based on current stamp costs, whereas DCMS uses ONS 
postage costs related to ONS surveys (a calculation we are not in a position to replicate) 

https://webarchive.nationalarchives.gov.uk/ukgwa/20170207052351/https:/www.nao.org.uk/wp-content/uploads/2008/02/0708306.pdf
https://s3.eu-west-2.amazonaws.com/document-api-images-live.ch.gov.uk/docs/0tVy8rIttf5_FaaitHRG-8Ls4f7vkCAyUJAkstW-7Pw/application-pdf?X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIAWRGBDBV3CN3UAEUT%2F20260714%2Feu-west-2%2Fs3%2Faws4_request&X-Amz-Date=20260714T165244Z&X-Amz-Expires=60&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEEwaCWV1LXdlc3QtMiJGMEQCIDwbS2GXdFipqcQK8kuA9zBXj1mTn6DrX9aJCUgyxS0rAiB50Br2AkIbZVhv2E9PV6qc1qZd3hbrZWI3IwY0hznIoyqBBAgVEAUaDDQ0OTIyOTAzMjgyMiIMNsDXP1tdQ%2FPcvmWnKt4DylHYW0H2l26GToFZf0ETGWXymxLuoTIyVk%2FtCVN8TJ%2BkCznAUSENfAlOydcGTMgXwHUQcPdzBFUowMyUlAyKv2kiHv%2FF3b2BOtUylw93hqj%2FWhr%2FDG%2F9VaMGcvGfLY7kIiZCv5tqAXpuWwdEkGBgeVj3ZBc%2BYW2iS7DzG06xmKM5Bx9BSRQVJ9sMYecWUvL4qGWw6dCBjDBfTbZahNgd7NQhZxZWDfxrkc5%2FjmdYPdQFUkU9Z3Ic%2Fk%2FYT1GPs2NWB%2BexuoR2K6HKvs8%2FTnnBrlxWvj4Z1hZuudMlKTi%2Fv%2BRzanF90RiB9m7mZf52%2BxSDkeKBhkcu2oAHqvpkmy4WNQEZBaLRy17dW6T9cBut665mwkzpjmZv43UaYenI2Xf2h2gkUHidxOqrDHwLiwU9g6Q3R9tum71qvWoAgE%2FSkm5Lz1VJCaqJuUsOe5DnSyikffYtFwgEeQ8wM%2B42YzNw4VC18rTtRGi7bT5h54A2Y7%2FKWbAvCJ%2BwZIl5Of4i9khzR1mmU4LKiMqQzZ2Z0zAJ2HDI33nV27Blxyl3qxZy18qxn%2BEODGbH0Fyi%2BZT8PfCwwAlXaWVS0O9Osck8Q7NTAupSsn3BOatPfpoV2aEPVGnIu1F9diWOSuBfNJrJczCvvNjSBjqmAYTwgPmFZccIo4SbNwc0CKDkFEEjdzxxVbE0%2BsjQ0WwoWYm3ppeABmsJLlImpRGkvwhNb196I5OywYm%2F2lCZzyjHwtO95clrSFV6eweA%2BQrSK6rn3oQprbYLylyms8jG2KALc%2BcPlZBvJpafY4yPvAAvnnHeFYYzVm9NfvkkYgDvNGOYxeMdMi%2F8MniimJ9IBG1OhKsAqSsqdBP4f998lzjL2JZwDA4%3D&X-Amz-SignedHeaders=host&response-content-disposition=inline%3Bfilename%3D%22companies_house_document.pdf%22&X-Amz-Signature=06f5df33e755f7c2bb8893b279067035d523e4306d0536d492b3c8238fd0bd87
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Thus Option 2 will (in addition to the 2044 IPTV transition 

communications programme) also require a perhaps comparable 

spend to support a 2034 DVB-T2 transition communications 

programme. The CBA does not address this cost. 

5.4 Cost of IPTV devices 

For consumers with TV sets incapable of receiving IPTV, an 

equipment upgrade will be required. DCMS says: 

“We cautiously estimate that all the non-IPTV households at 

the time of either transition … do not have an IPTV-capable 

device and therefore will require one in order to access IPTV. 

We based our calculations on the original £69.99 Freely puck 

price before high demand and a global parts shortage forced 

a £20 increase. .... We assume in the Central scenario that 

prices remain the same as they currently are in real terms” 

Again there are several issues with DCMS’ approach. 

“All the non-IPTV households at the time of either transition … do 

not have an IPTV-capable device” 

This is a highly conservative assumption. At time of writing, the 

cheapest available TVs on each of Currys, Argos and AO is IPTV 

capable, and it seems likely that this has been the case for some 

while. By 2034, the number of sets that are not IPTV-capable is likely 

to be extremely small, just due to the natural replacement cycle. 

Calculation methodology unclear 

Our first observation on DCMS’ calculation is 

that we are unable to replicate their results. As 

Figure 3 shows, if we take the number of non-

IPTV households in 2034, per DCMS’ figures 

set out in its Figure 2, and multiply this by the 

£69.99 cost of a device, the total cost for 2034 

comes to £106m (before discounting to 

present value). However, DCMS’ figure is 

£150m. The reason for this difference is not clear. This is particularly 

notable since the same calculation for 2044 gives a very similar result 

to DCMS’ figure.  

Outdated assumption for number of households without broadband 

IPTV device costs is another area where the revision to 3 Reasons’ 

forecasts make a substantial difference. The forecast number of non-

IPTV households in 2034 has fallen by 56%, and this feeds pro-rata 

into the costs of providing IPTV devices. 

Figure 3: IPTV device undiscounted cost estimates  
 

 2034 2044 

Non-IPTV households (m) 1.51 0.52 

Unit cost (£) 69.99 69.99 

Total cost (£m) 106 36 

   

Total cost per DCMS (£m) 150 37 
 



   

 

 

[16] 
 

Inappropriate inclusion of VAT 

As with the broadband cost, DCMS’ calculation of IPTV device costs 

appears to be based on retail prices embedding VAT. For a social cost 

analysis, this should be set aside. This would reduce costs in both 

2034 and 2044 by 16.7%.  

Underlying cost much lower 

As with broadband, the use of retail prices (even adjusted for VAT) is 

likely excessive. The social cost is the underlying cost to manufacture 

and distribute, excluding margin for the manufacturer. 

Treatment of price trends 

A further issue is DCMS’ treatment of future 

unit costs. It assumes these remain flat in real 

terms. However, this is a surprising 

assumption for consumer electronics, where 

devices of a given capability tend to fall in 

price over time. Figure 4 shows the price trend 

for ‘Equipment for the reception, recording 

and reproduction of sound and vision’, the 

category that covers devices like the Freely 

puck. Over the ten years to 2025, prices fell by 

almost 40%. A continuation of this historic 

trend would seem to be a more natural central 

case assumption rather than (as DCMS does) 

assuming that price declines suddenly stop entirely. 

Indeed, even in DCMS’ high case, prices appear only to fall by 20% by 

2044, a far lower rate than the past trend. 

Moreover, it seems likely that the announcement of an IPTV 

transition would help create extra demand for pucks, further 

contributing to unit cost declines. 

Conclusion 

In combination, these adjustments will reduce the cost advantage for 

Option 2 against this heading by around 80%.  

5.5 600 MHz clearance costs 

DCMS relies on an Arqiva estimate of this cost, and provides minimal 

discussion of the approach. We are not able to comment on this 

item, other than to note that from the description in the CBA, it is 

 
20 ONS, CPIH INDEX 09.1.1.2 Equipment for the reception, recording and reproduction of sound and vision 2015=100 
[accessed 14 July 2026] 

Figure 4: CPI for ‘Equipment for the reception, 
recording and reproduction of sound and vision’20 
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unclear whether the Arqiva estimate includes margin (which should 

rightly be excluded). 

5.6 MNO savings from spectrum 

The critical issue regarding the benefits to MNOs is the discount rate 

DCMS has used. 

Discounting is critical to any CBA. It reflects the fact that people 

would rather receive benefits sooner and incur costs later. A 

‘discount rate’ is used to convert a stream of future costs and 

benefits into a single current value, with more distant costs and 

benefits scaled down to a greater degree. 

For such a calculation, the choice of discount rate is critical. The 

higher the rate, the more future flows will be scaled down.  

The Treasury’s Green Book says: 

“Monetisable costs and benefits should also be discounted 

using the Social Time Preference Rate (STPR).”21 

The STPR is “set at 3.50% in real terms for years 1 to 30 of an 

appraisal.” 

However, this is not the approach the DCMS CBA takes. While many 

elements in the CBA do use the 3.5% rate, crucially (as DCMS 

acknowledges) the estimate of ‘Mobile Network Operators Cost-

Savings’ uses a 7.2% discount rate. DCMS says it will “will explore 

these discount rates further in future analysis.” However, this use of 

divergent discount rates is a fundamental error in the current 

analysis, and one that introduces a significant skew. 

The higher discount rate used incorrectly for MNO savings reduces 

the calculated value of these savings, and thus in turn reduces the 

gap in these savings between Option 1 and Option 2. DCMS’ 

calculated gap is £400m (to the advantage of Option 1). A rough 

estimate suggests that using the correct discount rate would increase 

this gap to around £620m. 

In other words, DCMS’ incorrect discount rate results in a £220m 

overstatement of the relative benefits of Option 2. Given that DCMS’ 

total estimate of the advantage of Option 2 is £305m, this is very 

significant. Even without any other adjustments, correcting this item 

alone would reduce the claimed advantage of Option 2 (based on 

 
21 ¶2.22 
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monetisable impacts) to just £85m, well within the margin of error 

of the overall calculation.  

5.7 DTT network cost savings 

This represents the cost of DTT transmission saved over a decade by 

ceasing DTT in 2034. DCMS says “[t]he costs are primarily driven by 

the annual payments that multiplex operators pay to use the DTT 

infrastructure”, and are based on Arqiva estimates. 

The figures are somewhat opaque. The CBA shows a £1,300m total 

cost, or £130m per year. We suspect this is based on a rounded 

average of Arqiva’s estimates of annual costs of £139m or £123m, 

with the lower figure assuming the DVB-T2 refresh is funded from 

spectrum proceeds.22 If so, the averaging is inappropriate. Any 

funding via spectrum proceeds is simply a transfer between parties, 

and should not sit in a CBA. Thus the appropriate starting point is the 

£139m figure. 

Further, the figure seems to relate narrowly to DTT transmission 

charges to Arqiva. However, this is not the only cost to continuing 

DTT broadcasting. Broadcasters will have separate distribution, 

coding and multiplexing costs.23 These non-Arqiva costs that could be 

avoided if DTT distribution ceased in 2034 appear not to be treated 

in the CBA. 

The Arqiva figure also relates solely to national muxes, we 

understand. Costs for Comux and Nimux24 should also be included. 

Adjusting for these three issues would favour Option 1. 

On the other hand, as with the broadband and radio costs, the CBA’s 

analysis appears to be based on a charge, rather than an underlying 

cost, which would be more appropriate for a CBA. As a proxy, 

Arqiva’s gross margin is 62%,25 which suggests that the avoided 

underlying transmission costs may be appreciably lower than the 

avoided charges. Adjusting for this would favour Option 2. 

 
22 DCMS, Stakeholder Forum Papers: DTT - Freeview TV 2034 to 2044, 23 June 2026 
23 Ibid 
24 Respectively, the muxes for local TV and for RTÉ and TG4 in Northern Ireland 
25 Arqiva Group Ltd, Annual Report and Financial Statements For the year ended 30 June 2025, 11 December 2025 

https://www.gov.uk/government/publications/future-of-tv-distribution-stakeholder-forum-papers/stakeholder-forum-papers-dtt-freeview-tv-2034-to-2044
https://find-and-update.company-information.service.gov.uk/company/05254001/filing-history
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5.8 Conclusion 

We can summarise the issues with the CBA’s approach to the 

monetised impacts as follows: 

Impact 

Net benefit to 

2044 trans’n  

Relevant adjustments 

[‘-’ ⇒ lower benefit from 2044 trans’n]  

Cost of BB for HH without £1,400 - # of HH without suitable broadband 

- Opportunity costs, not pricing; or 

- Treatment of VAT & pricing trends 

DTT radio cost-savings £160 - Opportunity cost, not charge 

Comms programme £120 - Base on actual not estimated cost 

- Add cost of DVB-T2 comms programme 

Cost of IPTV devices £105 - Number of HH needing support 

- Treatment of VAT & pricing trends 

600 MHz clearance costs -£260 [n/a] 

MNO savings from spectrum -£400 - Correct discount rate 

DTT network costs -£820 + Opportunity cost, not charge 

- Transfer from spectrum proceeds 

- DTT costs other than Arqiva 

- Comux and Nimux costs 

 

As the table shows, it appears DCMS’ analysis appreciably overstates 

the benefits of a 2044 transition, across most of the items (albeit 

there does appear to be an understatement related to one aspect of 

DTT network costs). 

Some of the necessary adjustments are likely to be very substantial. 

In particular the adjusted cost of broadband for households without 

is likely to be far lower. 

While we are not in a position to provide a comprehensive 

recalculation of the CBA figures, we are confident that these 

adjustments swing the calculated outcome from a modest advantage 

for Option 2 to a rather larger advantage for Option 1. 
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6 Discussion of unmonetised impacts 

The CBA also includes a number of unmonetised impacts. We do not 

seek to quantify these, but instead consider whether – when 

considered individually and in aggregate – they are likely to favour 

Option 1 or Option 2. 

We also discuss some other unquantifiable issues that the CBA did 

not address. 

6.1 The CBA’s unmonetised impacts 

DTT infrastructure decommissioning costs 

The CBA does not discuss this item. However, as a cost delayed to 

2044 by Option 2, it is an item that will favour that option. 

Replacing DVB-T-only televisions by 2035 

Option 2 requires a replacement of DVB-T sets, to support 

redeployment of 600 MHz spectrum. There may only be a modest 

number of such sets, but the social cost of the associated 

communications programme is likely to be material, as discussed 

above.  

Increased traffic costs for broadcasters 

The cost of IPTV delivery is a cost for Option 1. However, as to its 

scale, the Future TV Taskforce has observed: 

“Distributing a viewer hour over DTT is already an order of 

magnitude more expensive than delivering the same viewer 

hour over the internet, and as DTT viewing falls (whilst DTT 

costs remain fixed) this cost disparity is widening.”26 

This suggests that this traffic cost would be dramatically smaller than 

the DTT Network Costs included in the monetised figures. Further, a 

CBA is better based on the underlying marginal costs, not the prices 

paid by broadcasters for IPTV delivery, which will bring the figure 

down further. 

Finally, for households that have IPTV available to them, they may 

well be using IPTV streams, even prior to any 2034 termination of 

DTT. This may be because they themselves choose such streams, 

which will often be higher quality than the available DTT broadcast. 

Alternatively, the broadcaster may set the IPTV stream to be 

preferred, since this provides better usage information and the 

 
26 Future TV Taskforce, BBC Charter Review – Written evidence, 3 June 2026 

https://committees.parliament.uk/writtenevidence/165738/pdf/
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ability to target ads. This all reduces the amount of additional IP 

traffic costs triggered by the switch-off of DTT. 

Potential wider (non-TV) digital inclusion support programme 

The IPTV transition will, in and of itself, support digital inclusion (see 

below). Further, it may represent a platform for a wider programme 

for digital inclusion.  

The net benefits from such a programme (after its costs – including 

a help scheme) are likely appreciably greater if it runs in 2034 rather 

than 2044, for three reasons: 

• If there are synergies with the IPTV transition, they seem 

likely to be greater if the IPTV transition is itself relevant to 

more households (as will be the case in 2034) 

• There are likely to be more households that have potential 

to be accelerated online in 2034 than in 2044 (when the 

‘holdouts’ still without internet may be highly resistant)  

• The current, discounted value of a 2034 programme will, all 

else being equal, be higher than one in 2044. 

Thus this item is likely to substantially favour Option 1. 

Alternative PSM usage of annual DTT funding savings 

This item will likely have net positive social benefit. However, there 

are some notes of caution. First, the value of the DTT savings have 

already been captured in the quantified items, so what is relevant 

here is only the incremental return on the spend of the savings, not 

the spend itself. Second, in Option 2, the spend does not disappear, 

it will instead sit with Arqiva rather than the broadcasters (since the 

DTT savings come from Arqiva). DCMS cites a GVA multiplier for the 

BBC to support a wider economic benefit, but the critical question in 

this context is the difference between the GVA multipliers for the 

BBC and Arqiva, which is unknown. 

However, there is a clearer case for the social (rather than economic) 

impact. The public service broadcasters are intended to deliver 

public value, in a way in which a purely commercial entity such as 

Arqiva is not.27  

Thus, while the scale of this impact is uncertain, its direction is 

clearer. A shift of funds to PSMs is likely to be beneficial (beyond the 

 
27 This is not to say that Arqiva’s activities do not have social value – they certainly do – but it is not integral to the 
organisation, unlike (say) the BBC 
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immediate value of the funds themselves), and thus an earlier shift 

in 2034 is likely to be positive. 

Cost-savings to other mast users 

As discussed above in regard to the cost savings to radio users, this 

item appears to represent a price change, rather than a true saving 

in underlying cost. As such, it may not be relevant to a CBA. 

Use benefits from MNOs network improvements due to usage of 

500 MHz and 600 MHz spectrum bands 

Availability of additional low frequency spectrum has the potential 

to support better in-building coverage for end-users, to make viable 

additional investment by MNOs and so on. The interaction of these 

benefits with the CBA’s calculation of spectrum value (which 

assumes unchanged network performance) is complex. So too is the 

monetisation of such benefits. 

However, clearly the end-user benefits of additional low frequency 

spectrum for MNOs will be greater in Option 1, where that spectrum 

is available appreciably earlier. 

Digital inclusion benefits from accelerated broadband take-up (2034 

IPTV transition) 

While the impact of the IPTV transition on digital inclusion may be 

hard to quantify, it can only be positive. Households that previously 

may have faced both cost and skills barriers to inclusion will instead 

only face skills barriers28 (since broadband will represent a sunk cost, 

already procured to support IPTV).  

Thus – as DCMS notes – for this item Option 1 is preferable, since a 

2034 transition accelerates the digital inclusion benefit. 

Change in ad revenue from bringing forward the full shift from DTT 

to IPTV to 2034 

Streamed rather than broadcast delivery creates the opportunity for 

targeted advertising, a net benefit to both TV companies and their 

advertisers,29 and one which all major commercial broadcasters have 

been pursuing. 

Given this is a benefit, it is better that this option is available earlier 

– meaning that this item is a positive for a 2034 transition. That said, 

we note that very few households will be using DTT in 2034 and these 

households will be some of the least commercially attractive to 

 
28 There may also be a one-off equipment cost, if the household has neither a smartphone nor computer 
29 This is not to say that targeted ad revenues have been sufficient to replace declining broadcast ad revenues (given 
declining overall viewing) – rather, per hour of viewing, targeted advertising will bring more revenue 
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advertisers; as such the overall advertising impact from shifting them 

to IPTV earlier is expected to be minimal. 

Environmental impacts from shift from DTT technology to IPTV 

We have no comment on this item, other than to note the finding of 

the Stakeholder Forum Paper on environmental impact, which was 

that: 

“Both Ofcom and BBC models indicate that whilst differences 

in the distribution element may exist, overall operational 

energy demand is likely to be broadly equivalent between DTT 

and IP.”30  

6.2 Other unmonetised impacts 

In addition to the unmonetised impacts mentioned by the CBA, we 

believe there are four others worth consideration. 

Risk of an unmanaged collapse of DTT 

There are significant pressures on the long-term commercial case for 

DTT transmission: 

• Costs are fixed and significant 

• Viewership is in decline 

• There may be growing opportunity cost relative to IPTV 

distribution given the inability to target advertising 

• The audience is gradually becoming less attractive for 

advertisers, as it increasingly skews older and poorer 

Conversely, wider adoption and convenience of IPTV based viewing 

will mean that a channel that decides to abandon DTT will see lesser 

potential lost viewing as a result – much of their DTT viewing will be 

recovered via IPTV. (This is particularly the case in a Freely 

household, where the transition may be invisible to the consumer). 

Especially for smaller channels (for whom the fixed cost is particularly 

problematic), this creates a growing logic for leaving DTT. Further, if 

smaller channels leave, this shifts the fixed cost burden onto the 

remaining channels, giving them a greater incentive to leave the 

platform also. There is the potential for a spiral of channel loss. As 

the channels available diminish, consumers will also move away from 

DTT, further accelerating the spiral. 

 
30 Infrastructure Working Group of the Future of TV Distribution Stakeholder Forum, Infrastructure - Environmental 
impact in future of TV distribution, 23 June 2026 

https://www.gov.uk/government/publications/future-of-tv-distribution-stakeholder-forum-papers/stakeholder-forum-papers-infrastructure-environmental-impact-in-future-of-tv-distribution
https://www.gov.uk/government/publications/future-of-tv-distribution-stakeholder-forum-papers/stakeholder-forum-papers-infrastructure-environmental-impact-in-future-of-tv-distribution
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In a worst-case scenario, only the main PSB channels (with a mandate 

to appear on DTT) might remain. This would be a very poor outcome 

for consumers, leaving many stranded on a minimal service with no 

transition support. 

This is not simply a hypothetical – it is exactly what has happened in 

Sweden. Due to falling linear viewing, stronger IP offers and rising 

DTT costs, only the five PSB channels (obligated to be there) remain 

on the DTT platform. Around forty services have closed.31 

We do not suggest that such an ‘unmanaged collapse’ of DTT is likely 

in the UK, but it is a risk. Option 2 means that the UK must carry this 

risk an additional ten years, into a period where diminishing DTT 

viewing makes it ever more likely. 

Optionality of two-way interface in the home 

The CBA notes the digital inclusion benefits of an earlier IPTV 

transition. However, bringing broadband to the TV set may have 

benefits even if the household doesn’t go online in the traditional 

sense. 

Inevitably, some households may not choose to use the internet via 

computers or mobile devices. They may lack the skills for example 

(despite support programmes) or be unable to buy the devices. 

However, under an IPTV transition, the TV set itself becomes a way 

to access interactive services. For example, a simplified ‘walled 

garden’ of essential public services could be created within the IPTV 

interface, covering basics such as booking GP appointments, health 

reminders, checking bank balances and so on. This could deliver 

some of the most essential benefits of being online to individuals 

who were not in a position to engage with the full internet. 

Separately, even in a household where the occupants are not online, 

a broadband connection in the house can support smart devices 

(perhaps installed by carers), smart meters and the like. 

These are two examples of the optionality created by additional 

broadband households, even if they are not internet-using 

households. A 2034 transition creates this optionality ten years 

earlier. 

 
31 DCMS, Stakeholder Forum Papers: Annex A - International context in future of TV distribution, 23 June 2026 

https://www.gov.uk/government/publications/future-of-tv-distribution-stakeholder-forum-papers/stakeholder-forum-papers-annex-a-international-context-in-future-of-tv-distribution
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Distributional impacts 

Distributional impacts – how a proposal shifts costs and benefits 

between different groups in society - can be an important aspect of 

CBAs. All else being equal, a proposal that shifts value to those with 

less is likely to be beneficial. The Green Book devotes an entire 

chapter to distributional impacts. 

They are unaddressed in DCMS’ initial CBA, but they are likely 

significant in this context. Those choosing not to take broadband are 

disproportionately C2DE (79%) and more likely to have a disability 

(41%).32 Option 1 will bring broadband to these households from 

2034 onwards, and will thus have a positive distributional impact. 

Consumer benefits of IPTV 

The CBA treats IPTV as simply a distribution alternative to DTT. It 

takes no account of the consumer benefits – the advantages of Freely 

over Freeview. Freely offers significantly more HD channels; makes 

on-demand content available; enables pause and restart of live TV; 

and so on. It also offers important accessibility benefits, such as a 

built-in accessible TV guide including text-to-speech for on screen 

navigation, the ability to show only programmes with subtitles and 

so on.  

While quantifying the value of these benefits may be challenging, the 

fact that consumers are currently paying roughly £90 for Freely pucks 

suggests that – for at least these consumers – the value of these 

benefits is comfortably over £90. 

These benefits – which Option 1 accelerates – are treated nowhere 

in the CBA, and are likely to substantially or entirely offset the costs 

of providing IPTV devices.  

  

 
32 University of Exeter with the University of Leeds, MTM, 3 Reasons and Real Wireless, Future of TV Distribution, 7 
October 2024 

https://assets.publishing.service.gov.uk/media/672cafe262831268b0b1a2f4/Future_of_TV_Distribution_FINAL__7_Nov_2024_-accessible.pdf
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6.3 Conclusion 

Directionally, a significant majority of these unmonetised impacts 

favour Option 1: 

 Likely to favour Option 

Impact 1 2 

Considered in CBA   

Costs   

Earlier DTT decommissioning expense  X 

DVB-T set replacement for 600 Mhz redeployment in Opt 2 X  

Traffic costs for IPTV, 2034-44 in Opt 1  X 

Wider digital inclusion support programme in Opt 1 X  

Benefits   

PSM usage of DTT costs saved in Opt 1 X  

Cost saving for other mast users in Opt 2 - - 

Use benefits from spectrum released earlier in Opt 1 X  

Digital inclusion benefit from accelerated broadband take-up X  

Undetermined   

Increase in ad revenue due to accelerated IPTV in Opt 1 X  

Environmental impact - - 

Not considered in CBA   

Costs   

Risk of unmanaged DTT collapse in period 2034 -44 in Opt 2 X  

Optionality of earlier two-way interface in home in Opt 1 X  

Distributional impacts (across society) X  

Benefits   

Consumer benefits of IPTV X  

 

While the net impact will of course depend on the scale of the 

individual items, some of the items supporting Option 1 appear likely 

to be significant, notably those relating to digital inclusion. 
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7 Conclusion 

DCMS has appropriately caveated its initial cost benefit analysis. 

However, based on the above review, we are confident that bringing 

the CBA into closer alignment with Green Book principles and 

updating certain assumptions – notably the number of households 

without IPTV in 2034 – will significantly shift the net monetised 

impact towards preferring Option 1.  

A review of the unmonetised impacts suggests that these too will 

favour Option 1. 

In the round therefore, a revised CBA is likely to provide substantial 

support for a 2034 transition.



  ⇒


  ⇒



