
adio is one medium that 
reaches 99% of the 
population in India and 

uniformly cuts across all sections 
age groups. Radio Industry in India, 
which was keeping a low profile in 
India for more than half a century is 
tuning the right frequencies and 
catching people’s attention. Opening 
up of the segment to private players, 
changing fee policy etc has prompted 
resurgence in the radio industry. The 
change in policies has prompted 
close to fifty companies to enter this 
segment and compete in 87 locations 
across India. The estimated worth of the industry was Rs 3 billion in 2005 and the spiraling 
growth is predicted to make the industry worth Rs 12 billion by 2010 with almost three times the 
present number of FM stations. 
 
The public radio broadcaster AIR is the oldest FM station in the country.
that spans the length and breadth of the country. Apart from that there are FM, community and 
satellite stations in our country. The change in the FM 
in the number of FM stations in the country.  This change came at a time when there were 
several advancements in technology, the media industry was growing and people were 
demanding alternative options for entertain
private radio industry in India. There has not only been an increase in the number of stations for 
people to tune in to but the number of devices through which they can access this medium has 
also increased. Today we have radio transmitters, stereo’s, Personal Computers, Car stereos, 
mobile phones, FM players, MP3 players and several different devices to receive an operating 
radio frequency. 
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The public radio broadcaster AIR is the oldest FM station in the country. AIR has a wide reach 
that spans the length and breadth of the country. Apart from that there are FM, community and 
satellite stations in our country. The change in the FM policies has been a precursor for growth 
in the number of FM stations in the country.  This change came at a time when there were 
several advancements in technology, the media industry was growing and people were 
demanding alternative options for entertainment. All these conditions favoured for a kick
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Constituents of the Industry Vertical 
Media is classified into broadcasting, print and new media. Each of these can be further sub 

 
Figure 1: Radio in the Media vertical
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Figure 2: Radio Industry verticals 
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systems like SMS, calls from mobiles. There is also need for a large database that has to be 
maintained of the callers, people who send messages. All these things 
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Areas of operation 
 

·  The most important area is the distribution business as it consists of acquiring and 
owning a broadcast station. There is a process of bidding for a broadcast station and this 
is done individually for every city. Once the 
a production studio for recording and editing programs. This requires investment of a 
great deal of capital, but once it is acquired, maintaining it would not be such a costly 
affair. The production house is a
to other parties also. 
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·  The other areas of operation include Marketing, Sales, Market research and the rest of 
which have been dealt under the vertical of communications in the previous section. This 
division is the support function and the face 
Marketing team to perform well as the overall functioning of the station would depend on 
the insights this division generates. Market research can be either done by the 
employees of the channel or can be out
depend on the RAM ratings that are from an external organization with respect to the 
channel. 

Customers 
 
The main customers of radio are the people who listen to radio. 
There is a thin line between customers and co
There is no clear demarcation when a customer would become a 
consumer and vice versa. Radio functions mostly as a background 
media that becomes a product for consumption when a person 
becomes a listener of the ongoing program in the chann
average, research has proved that the highest listenership to radio 
is in the morning and evening hours. After which is the night and 
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early morning hours which attract maximum listenership across different cities uniformly. The 
advertisement charges that are currently available for each of these channel is based on these 
peak hours. The rates however change from city to city also. Metros like Bombay and Delhi 
have higher advertisement rates than a tier 2 city.  
 
The next most important customer is the advertiser. The advertiser charges based on the 
listenership data for each show and the Target Group he wants to address. The money 
advertisers spent on radio increased by about 15% in the year 2007 compared to the previous 
year. Though the money spent on radio is very less, just about one-tenth the ad revenues spent 
on TV, it was still a significant number. What was significant was while the radio ad revenues 
doubled from the year 2004 the ad revenues on TV just grew up by 1% in the same period. 
Another interesting revelation is that the impact of the advertisement was higher if there were 
parallel campaigns in TV/ print and in radio than just in one media. This is called ad multiplier 
effect.  
 
Third party monitoring is available for the advertisers to help them spend their money judiciously 
on radio. Radio Ad- ex is the main external monitoring agent of all the advertisers on radio. This 
is division of TAM media research which monitors the advertising spends all through the day in 
4 metros across 13 channels.  

Establishing Business Activities 
 
To start an FM channel in India, there are several things which have to be kept in mind; the 
prominent ones are as follows: 

1) FM Frequency: The process of obtaining 
frequency for FM broadcast. The investment for 
the bidding process and the One Time 
Operating Fee to be paid for the license and the 
annual license fee for retaining channel on air. 

2) Music royalties: Since music is one of the 
mainstay of the radio channels music royalties 
becomes one of the expenses for a station. 
Broadcasting station will have to buy royalties 
from music companies like T Series, Saregama, HMV etc to play them on air. 

3) Infrastructure: Broadcasting channel will need software for recording, programming and 
broadcasting. Transmitter for broadcasting the frequency, servers to storing the recorded 
data, mikes, headphones for recording programs, computers to operate on, office space 
for setting up the station and transmitter etc are the basic requirements of a channel. 

4) People: The biggest asset of any radio channel is the people- Radio Jockeys, 
technicians, market researchers etc. Radio Jockeys are the face of any channel, many 
channels are at times identified by the radio jockeys and not the frequency or program. 
Hence it becomes essential to recruit talented people for the posts.  



Market Potential 
The radio industry holds huge potential for growth going by the 
present rates of growth. With the addition of a couple of hundred 
stations to the existing numbers, the revenue is projected to touch 13 
billion by 2010. This would be a growth by five times in just a decade.  
 

Investment and ROI 
Investment 
Licence: 50% of One Time Entry Fee has to be paid at the time of bidding for license; this is to 
ensure that the companies bidding for license are serious about it. This license would be an 
investment for a period of 10 years on part of the channel.  
Studio: One of the main investments would be in setting up hi definition technology studio for 
broadcasting the shows. Hi-definition technology means extremely good sound quality both 
while recording and transmission devoid of any unwanted interruptions. It can support files of 
different formats. 
 A radio station would need transmitters, codecs, mixers, software etc to set up a studio. Many 
of the companies outsource their equipment from USA.   
 
What else would a new channel setting up shop need? 
·  Digital Audio Broadcast that converts the speech or music recorded in analog to digital 

code. This will enable reception of a particular FM frequency without interference from 
external objects.  

·  Investment for technology to provide radio via new media; New channels should invest in 
infrastructure to provide visual, mobile and online radio. 

·  Provision for distributing the channels via DTH and be prepared for the introduction of IPTV 
that might change the dynamics of the game. 

 
Return on Investment: 
 
From advertiser’s point of view: Return on Investment is very high for advertisers as ad rates 
are very low and so is ad avoidance rate. Radio is the cheapest and effective medium of 
advertisement for advertisers. 
 
From channel’s point of view: It takes time for a radio channel to recover money invested on 
acquiring license, infrastructure, music rights etc. The money has to be recovered through 
advertising mostly. The location of the channel is very important as based on their location they 
can attract advertisers with high spending power. This might prove as a hindrance to set up 
radio channels in tier 2 and rural cities as recovering investment costs through advertising is a 
time consuming process.  
 
Revenue generation has increased after the phase II reforms in the FM industry. Initially close to 
50% of the revenues was spent on paying license fee. This has reduced to close to 5% for the 
company which increased the profitability to around 53% from 8% during phase 1. World over 



when the revenue from advertising is at 5% then it is considered to be in growth phase and in 
mature phase if it is around 10- 12%. In India this is around 3% which shows there is lots of 
scope for growth. 

Resource Requirements 
 
Music right is one of the most essential requirements for almost all channels today as all 
channels are music centric. Music is outsourced from Phonographic 
Performance Limited (PPL) and Indian Rights Society Limited. The fee 
for this is paid on per needle hour basis that depends on the duration of 
sound recordings. This music dependence is causing a huge dent in 
the revenues that channels earn today. The music for which 
companies are shelling out so much money is not selected on an ad hoc 
basis for playing on the channel. The playlist is chosen after considerable 
market research is done on the songs that would suit the channel's positioning and also appeal 
to the listener. This list is very dynamic and the research has to be done very often to arrive at 
the playlist. It brings us to the next resource requirement i.e. is the Market research reports.  
 
Employees including RJs, programmers, technicians, content developers, administration, 
marketing and communication employee and support staff members.  

Future Perspective 
 
The future holds promise for radio industry as it is predicted that the radio waves will host close 
to a thousand channels from the present 300 channels. This means increased advertisement 
revenues, which is forecasted to touch Rs 13 million implying radio industry contributing 5% of 
the total media advertisement revenues. Many foreign companies are showing interest to invest 
in radio channels in the country. Rural India is a highly untapped market that has lots of hidden 
potential. Information regarding weather, agricultural practices, trade developments, etc can be 
broadcast thus gathering a large audience. 
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