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Chapter 9

INTERNET RADIO BROADCASTING: HISTORY 
DIFFERENCES and ADVANTAGES IN MEDIA 

INDUSTRY

Mihalis (Michael) KUYUCU1

THE HISTORY OF INTERNET RADIO

The beginning of the era of radio is usually equaled to the advent of the FM 
standard due to the fact that the AM standard became quickly outdated owing to 
the poor sound quality and predictable programming. Radio was intended to have 
listeners experience high-quality sound and overall reliability of the technolo-
gy. At first, the radio was focused on communicating a variety of talk-oriented 
formats to the listeners as the ultimate sound quality did not matter as much to 
the listeners as it does nowadays (Bessire & Fisher, 2012). Even though FM re-
ceivers could not compete efficiently with the television in terms of the value of 
entertainment, a further decrease in price allowed the radio to expand its audience 
and improve the technology. FM stations became the most popular on the verge 
of the 1940’s, when FM receivers could be found practically in every household. 
At that time, customers began thinking about getting sound of the highest quality 
while listening to different musical genres – from jazz and classical to blues and 
Latin-influenced rhythms.

Another development stage in the history of radio broadcasting started ap-
proximately around the 1960’s when the high-fidelity market became influenced 
by the growing population of counterculture. It was at that time when the AM 
radio was totally forgotten owing to the poor quality and excessive commercial-
ization that distracted people from the main objectives of radio as a source of en-
tertainment. With the help of traditional radio, people started treating music as an 
important practice because it gradually transformed into a concept that went be-
yond mere money-making activities. It was at that time, during the 1960’s, when 
the consumer culture has been finally established and gave rise to the formation 
of audience tastes that would later contribute to the popularity of traditional radio 
even more (Bessire & Fisher, 2012). At the same time, this became one of the 
1 Associate Prof. , Istinye University , michaelkuyucu@gmail.com
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central reasons why radio began stagnating and started slowly coming back to its 
commercialized roots.

As the time went by, somewhere around the beginning of the 1990’s, the 
whole radio industry got exposed to the outcomes of an economic collapse and 
had a hard time getting back on the track. The lack of resources and an economic 
decline seriously affected the traditional radio and it led to local marketing agree-
ments that should have allowed the industry to create new programming hubs. 
At that time, economic recession gave rise to the Internet radio initiatives that 
later turned into streaming services and put the traditional radio to a serious test 
(Bessire & Fisher, 2012). The level of consolidation helped large corporations to 
gain more control of the situation and re-format the stations so as to make them 
more audience-friendly while also minimizing the costs of maintaining them. It 
allowed radio stations to come up with a number of other formats and diversify 
the streams.

The main takeaways from the history of radio are the following:

• The Golden Age of traditional radio only lasted for two decades – from the 
1930’s to the 1950’s – and gave the radio industry an incredible level of po-
pularity that was later translated into other kinds of art such as drama, theater, 
movies, dance, music, and many more.

• As soon as the majority of non-music programming has left for the televisi-
on, at least 40 major radio stations appeared and took over the world. At that 
time, there were only several playlists that included a limited number of hit 
songs that were played over and over again because of their huge commercial 
success.

• During the 1970’s, radio stations started utilizing the FM standard and swit-
ched to the free-from stations in order to gain more audience and provide the 
listeners with high-quality sound paired with less restrictions compared to the 
AM standard.

• With the passing of the Telecommunications Act in 1996, a lot of traditional 
radio stations became subsumed by commercial companies owing to the fact 
that Internet radio started developing rather quickly and there was a strict 
necessity to counteract and give the traditional radio market more profit and 
predictability.

THE DIFFERENCES: CONVENTIONAL RADIO VS INTERNET 
RADIO

Conventional radio stations have always been perceived as something that 
people tended to grow up with. We are used to listening to it while cooking and 
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eating breakfast and turning it off when everyone leaves the home for work. In a 
way, conventional radio broadcasting is giving us a feeling of nostalgy because 
radio stations were always the source of new and popular music. Traditional ra-
dio became so entrenched in the lives of people that even after the advent of 
television, we continued listening to radio stations. In a way, television slowed 
people down but traditional radio was always welcome in the morning because 
it merely allowed people to listen to the latest news without the necessity to see 
anything (Bathgate, 2012). Traditional radio has always kept its listeners engaged 
in the process and long driving sessions were practically impossible without radio 
stations as they were seen as the main source of entertainment. For the majority 
of people, traditional radio became an important technology that significantly 
improved their lives.

On the other hand, there is the Internet-based radio that only appeared and 
got fully developed throughout the 1990’s. It started making the best use of paid 
subscriptions and started including less advertisement placements in its streams. 
Internet radio removed the geographical boundaries and allowed us to listen to 
our favorite artists from practically any spot in the world whereas the traditional 
radio could not provide us with the same level of topographical coverage. Com-
pared to traditional radio, listeners became able to skip songs and only listen to 
those tracks that they liked. Internet radio stations gave us a possibility to create 
customizable playlists instead of merely listening to what the station had in store 
for us (Bessire & Fisher, 2012). Even though traditional radio has not changed 
even a bit ever since, it is still rather popular among a lot of people from all 
over the world. The inability to obtain a large playlist from one artist became the 
cornerstone of the rivalry between the conventional and Internet radio stations 
because the latter did not play only the famous songs while ignoring other artists 
and their gems.

The main change that occurred in the radio business was that with the advent 
of the Internet radio, novice music creators started worrying way less about find-
ing exposure on the radio stations that were labeled as traditional. Nowadays, 
Internet radios give exposure to all artists, not only to the established ones. We do 
not have to listen to monotonous hits that become less pleasant when you listen 
to the same song at least 10 times per day. Another important transformation that 
the Internet radio stations brought to the business was a smaller number of ads 
and jingles that had to be played in order to help the station earn some money 
(Bathgate, 2012). Therefore, listeners became able to evade long advertisements 
that they did not even want to hear in the first place when they turned their radio 
on. Internet radio stations allowed the listeners to focus on the music instead of 
paying attention to inconsequential advertisements.
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Ultimately, the best change that came to the radio business with the advent of 
Internet radio stations was the power of choice that gave listeners the ability to 
listen to what they wanted to at that given moment. The level of customization 
predicted further growth of Internet-based radio stations and also created prem-
ises for an even more effective radio environment where the listeners can easily 
choose the playlists of interest without even paying attention to the general radio 
stream. The question of abundant advertisements has also been solved as right 
now, the majority of Internet radio stations are either completely free (occasional 
donations are welcomed) or subscription-based. Traditional radio may have been 
around for quite some time but the situation is going to change because Internet 
radio gives us more possibilities and quality while being significantly cheaper 
from all perspectives.

THE SPECIFICATIONS OF INTERNET RADIO

When speaking of the concept of Internet radio, it is rather important to de-
fine the stages that have to be passed in order for a station to start broadcasting 
and outline the specifications that have to be followed if an Internet-based radio 
station expects to provide the listeners with high-quality audio streams with no 
quality losses. There are three key stages (see Figure 1) that have to be taken into 
consideration when setting up an Internet radio station.

Figure 1. A graphic representation of basic Internet radio stages.

The source is the basis of the radio station where the computer is used to mix 
all the audio together (that audio could be either music or live voice) and then 
convert all the digital data into a series of packets that are sent to the server. A 
server is also known as a provider because it is used to clean the data that was sent 
from the computer and dispense that data among the channels that were designed 
to share the data packets with the end users. End users are also called listeners be-
cause they ‘listen’ – both their ears and computers – to the transmission when the 
stream is online (Taylor, Katz, & Grajeda, 2012). The radio station only requires 
the source to provide the listeners with a link that has to be accessed for them 
to be able to listen to the stream. The whole approach to setting up and getting 
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an Internet radio station to run is rather straightforward due to the reduced level 
of complexity compared to the conventional radio stations. At the same time as 
servers are used to push necessary content to the Internet, audience from all over 
the world can enjoy the distribution without any delays and complicated methods 
of connection.

The first thing that has to be addressed when talking about the specifications 
of an Internet radio station are the server costs. The majority of providers tend to 
use certified data centers to place their radio stations on servers because it is one 
of the safest ways to house a radio station. Nonetheless, hosting services are not 
given out for free and reliable servers cost a decent amount of money because of 
the necessity to pay attention to certain specifications such as storage, memory, 
and the other ones (Keith, 2012). There is no opportunity to make the best use 
of low-cost servers in this case because the majority of low-cost companies are 
recurrently trying to cover their own costs and may ultimately lose their assets 
which means, in turn, that the radio station will also become a part of history very 
soon.

Another critical element of any Internet radio station is the bandwidth. De-
pending on the amount and quality of the content that is being streamed, one 
should be rather careful with their streaming activities because even the frequen-
cy of broadcasting could influence the quality of streams in the long run (Keith, 
2012). Before running an Internet radio, one should define the bandwidth that 
will be enough to stream painlessly and whether they have access to that band-
width. Without these activities, it is practically unreasonable to set up an Internet 
radio station as all the previous efforts will go in vain.

The next two specifications of Internet radio stations go hand in hand because 
of their collaborative influence on the whole radio business. First of all, there is 
the concept of listener cap that directly relates to the limits of the server that has 
been chosen to host the given Internet radio station. The presence of these limits 
is totally justified by the idea that their absence would lead to constant failures 
(Keith, 2012). Therefore, listener caps can help the owner manage their station 
and prevent servers from becoming overloaded. The other concept that has to be 
considered here is the process of managing media. Knowing that the quality of 
streams has to be immaculate, one should always take care of the storage avail-
able on the server – 10GB of physical memory is enough to store approximately 
2,500 songs in the MP3 format and 50GB will be enough to keep around 13,000 
MP3s on the server.

The next important specification is how easy is the process of tuning in for 
listeners. Any given station should always be accessible from several places: for 
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example, one should always keep a direct link to the stream ready and an Inter-
net radio directory ready in case where the player located on the main page fails 
to stream the media. Internet radio stations should provide their listeners with 
several methods of accessing the stream because the lack of those could lead the 
listeners to choosing another radio station where there are no interruptions, for 
example (Voorveld, 2011). While owning as many directories as possible, one 
also could come up with a mobile app for their radio station so as to have at least 
one additional escape route in case where something goes wrong.

The last important specification of any Internet radio station is the ability to 
broadcast automatically for 24 hours seven days a week. It is evident that running 
a radio station live with no interruptions is an impossible task but this is where 
one may make the best use of automation and exclude the possibility of running 
into a scenario where they fail to play a song when necessary (Taylor et al., 2012). 
There are solutions online that can help Internet radio stations create 24-hour 
patterns of activities and make sure that the station is up and running while be-
ing managed by experienced back-end specialists in case where something goes 
wrong.

THE PIONEERS OF THE INTERNET RADIO

The first prototype of the modern Internet radio appeared in 1993 when Carl 
Malamud launched a radio talk show that was aided by the use of computers. 
Starting with talk shows with computer experts, Internet radio was then used to 
broadcast two big concerts over the Internet in both 1993 and 1994. Throughout 
that same year of 1994, WXYC, a radio station from Chapel Hill, NC, became the 
first conservative radio station that launched Internet-based broadcasting. In or-
der to function properly, WXYC used specific software and connected it to a cus-
tom-designed system that was developed specifically for the purpose of Internet 
radio broadcasting (Keith, 2012). After numerous test runs, WXYC became able 
to launch their Internet radio station almost at the same time with a radio station 
from Atlanta, WREK, who were also using custom software to broadcast. After 
these two radio stations, others started joining the bandwagon as the concept of 
Internet radio turned out to be rather promising.

Another turn that the Internet radio was able to take occurred later during 1994 
when a radio station from the State of Kansas became able to start a live broad-
cast and stream it continuously over its Internet radio channel. At that time, radio 
stations became realizing that they could make the best use of latest technologi-
cal innovations in order to compress the audio digitally and deliver high-quality 
audio in real-time, unlike the AM/FM radio stations. It was at that time when 
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software companies started developing streaming audio players as they felt like 
Internet radio was the future of the music industry that could help us revolution-
ize the way we saw music in general (Keith, 2012). This ultimately led to the 
advent of the NetRadio.com in 1995 that became the first radio that functioned 
solely online, without the use of any external hardware. In a way, NetRadio.com 
became the pioneer in terms of fully Internet-based radio stations because it was 
also the first radio station functioning online only that received a license from 
ASCAP. The majority of modern Internet radio stations are following the path 
of NetRadio.com. The first European Internet-based radio station was launched 
in London – its full program went live on the Internet in 1996 for the first time.

From that particular moment, numerous radio stations from all over the world 
switched to a 24/7 broadcasting model as they fully switched to broadcasting 
over the Internet. A year later, the first Canadian Internet radio station appeared, 
Radio306.com, that is still up and running even today. Since the late 1990’s, 
Internet radio became an interesting opportunity for investors from all over the 
world as they started seeing the potential that it could bring to the music industry. 
This ultimately resulted in one of the highest leaps in terms of stock offerings 
(from $18 to $68 within just one day of trading) in the history of the United States 
when investors turned their views on an Internet radio station called Broadcast.
com (Keith, 2012). The company was not in a good position at that given moment 
and they tried to give themselves in for the best price possible. It all ended with 
Broadcast.com being purchased by Yahoo! for almost $6 billion on the verge of 
the 21st century.

With the growth of technical possibilities, numerous Internet radio stations 
became able to stream in the RealAudio format and gave up on the HTTP. One of 
the first pioneers of the RealAudio movement was the TechEdge radio that man-
aged to broadcast its shows in three different formats: radio live, RealAudio live, 
and HTTP broadcasting. Soon, Internet radio initiatives got everywhere from the 
US to Australia and people started enjoying the benefits of Internet radio stations 
without worrying about the costs of this service and the presence of conventional 
radio ads that became totally unbearable (Keith, 2012). With the growth of the 
concept of Internet radio, more radio stations started appearing all over the world 
as the quality of streams was continually increasing and the prospects of the Inter-
net radio business looked rather enticing. The advent of economical bandwidths 
also created room for more audience that could enjoy streams. Modern Internet 
radio stations mostly broadcast in CD quality, and it is now an evidenced fact that 
there are more than 8,000 active Internet radio stations all across the globe.
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THE ADVANTAGES OF INTERNET RADIO

Diversity
The first advantage out of the top five (see Figure 2) that comes to mind when 

talking about the majority of Internet radio stations is the diversity of stations 
that are available worldwide. As the greatest strength of this type of mass me-
dia, Internet radio diversity extends way beyond the genre classifications and 
leaves way more people contented as it does not focus on pop, classic rock, or 
any other generic musical genre. For example, one may listen to anything from 
the new wave to rap music if they are into the music from the 1980’s (Stark & 
Weichselbaum, 2013). Those who like electronic music could have a chance to 
choose from ambient, trance, and other genres that are close to electronic music 
in any way. The practical value of Internet-based radio stations consists in the fact 
that the diversity is real and it can help any person find their favorite stations, no 
matter how vague or strange their tastes are.

Less Ads
Another critical advantage of Internet-based radio stations is the amount of 

advertising that plagues Internet radio broadcasting. While the costs of maintain-
ing an Internet radio station are rather high, it is much more expensive to run a 
terrestrial radio. This is why AM/FM stations often broadcast commercials and 
interrupt music in order to earn money for maintenance and royalty collection. 
Compared to terrestrial radio stations, their Internet-based analogs are less de-
pendent on advertising because they have less bills that have to be paid (Stark 
& Weichselbaum, 2013). The core supporting point for the majority of Internet 
radio stations are subscriptions and user donations that help them stay afloat. 
Some radio stations also choose to broadcast royalty-free music so as to get rid of 
commercials completely.

Figure 2. Key advantages of the Internet radio stations.
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Availability
The most ‘modern’ advantage among all five is the availability of Internet 

radio stations that can be practically reached from any corner if there is an Inter-
net connection. With the lack of geographical boundaries, Internet-based radio 
becomes a perfect replacement option for the terrestrial radio that requires certain 
frequencies to remain active. Terrestrial radio station broadcast signals can only 
be caught when the receiver is comparatively close to the station, but this re-
striction is not true for the Internet-based radio stations (Stark & Weichselbaum, 
2013). Irrespective of the location, one may access Internet radio broadcasting 
without any delays and functioning errors. This is why several terrestrial radio 
stations are currently making an attempt to stream their broadcasts online so as to 
gain a bigger audience and reach them anywhere across the globe.

System Requirements
Another important advantage of Internet radio broadcasting is that it does not 

require the broadcasters to buy expensive equipment and have a hard time in-
stalling it and setting it up. Knowing that the first Internet radio stations appeared 
somewhere around the late 1990’s, it is rather thought-provoking to pay attention 
to the fact that the system requirements for setting up an Internet-based radio 
station have not changed ever since (Cordeiro, 2012). The same goes for the 
audience as they can listen to Internet radio irrespective of their hardware con-
figuration and the OS that they use: Mac OS, Windows, or Linux. Online music 
streams can be accessed with the use of the software that comes pre-installed so 
it is rather easy to gain access to the Internet radio from any PC or laptop. Now-
adays, even non-PC devices can be used to listen to Internet radio such as video 
game consoles, smartphones, and PDAs.

Sound Quality
The last beneficial point of switching to the Internet-based radio stations is the 

quality of the sound that they produce. Compared to Internet radio, its terrestri-
al counterpart is seriously affected by numerous environmental factors that can 
(a) deteriorate the sound quality or (b) disconnect the user from the broadcast 
completely. Terrestrial radio signals depend on weather conditions and on-road 
construction configuration: for example, a snow storm or driving through a tunnel 
respectively (Cordeiro, 2012). Another point regarding the conventional radio 
stations is that the influence of high-volume passages has to be fought by means 
of heavy compression rates that make the overall sound quality very close to 
poor. Internet radio, at the same time, broadcasts the audio in CD quality and does 
not compress the audio channel in order to achieve the best quality possible. For 
slower Internet connections, there are lower-bandwidth Internet radio stations 
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that are specifically tailored for dial-up modems and their alternatives.

Industrial Facts and Audience Preferences of Radio Market
When speaking of radio, it is practically easy to remember at least one movie 

from the 1980’s or the 1990’s where characters would be driving somewhere and 
sing along to the sounds of a radio. Even when people are not driving, they are 
still listening to the radio while sitting at home, doing homework, or partying 
with friends. AM and FM receivers became an essential background element of 
our lives during the 1990’s and it was rather hard to realize over time that the 
process of listening to music is gradually changing (Wilkinson, 2015). The dif-
ferences become more and more significant but the real question that still exists 
is whether the concept of radio has changed to an extent where there is no need 
to support the conventional meaning of radio and give more room to its online 
variations. Nowadays, it is not a DJ who is going to spin a track for the listeners 
and they will go straight to a record store and purchase the whole album – it is 
enough to visit a service such as Spotify in order to pick a new playlist.

According to a lot of media persons and even national governments, the im-
pact of radio is not as big as it was at least two decades ago because Internet radio 
broadcasting took over and became the primary means of listening to new music 
together with streaming platforms. Nonetheless, existing data shows that con-
ventional radio stations are alive and intact: there is no evidence of them going 
anywhere as there are countless people who still rely on the conservative concept 
of radio as opposed to the Internet radio stations (Bonet, Fernandez-Quijada, & 
Ribes, 2011). One of the best examples is that conventional radio stations are still 
the number-one spot for people across the United States to discover new music 
(see Figure 3). Yet another important finding is that even the younger generation 
is still listening to broadcast radio to an extent similar to their counterparts from 
the 1980’s. While this is truly surprising, there is no definite answer to the ques-
tion of whether the current trend is going to stay with us for a fixed time frame.
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Figure 3. The means of discovering new music in the US, percentage.

For the majority of people, conventional radio is still the king of mass media 
irrespective of whether we are talking about national broadcasts on AM/FM sta-
tions or Internet radio stations that are not affected by any physical limitations. 
One of the main reasons why Internet radio stations became prevalent was the 
appeal that it created for the younger population who were taken away by the idea 
that Internet radio could be accessed practically from anywhere. Even with all the 
support from the Millennials, Generation X, and Generation Y, conventional AM/
FM radio remains the only source of music and news that is loved and respected 
by more people than ever (Bonet et al., 2011). Despite its old-fashioned nature, 
conventional radio has the opportunity to reach the biggest part of populations 
as approximately 90% of media consumers are listening to mainstream AM/FM 
radio stations at least one time per week. Even the growth of music streaming did 
not affect the popularity of conventional radio stations as on the verge of 2001, 
the overall ratio of people listening to AM/FM radio stations at least one time per 
week was approximately 96%. This, nonetheless, raises another important ques-
tion: why would one then invest in Spotify and Internet radio stations if there are 
more people sticking to the old format?

Interestingly, audience preferences and a number of industry trends created 
a scenario where the audience has access to so much music that it is exposed to 
the oppression of choice. People have access to all the music in the world but 
they are not sure whether they want to hear it or not merely because of the fact 
that they are confused by the availability of music nowadays. This is why the 
audience often goes to their friends, family members, or even followers on social 
media websites asking for some new songs they could possibly check out and 
add to their playlists (Palenchar, 2013). Our society has reached a point where the 
majority of individuals listening to those songs are not really interested in what 
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they are listening to – they want music to become an aspect of passive experience 
that can become a perfect background for their primary activities such as doing 
chores, cooking, or simply relaxing on a chair. This is why Internet radio stations 
and seemingly outdated AM/FM stations are still receiving appraisal from the 
audience: people may simply sit back and relax while somebody else (a DJ, for 
example, or an automatically generated playlist) is taking care of their music 
playing in the background.

The popularity of radio changed the way in which the audience perceived it, 
and all of it created premises for the hypothesis that the words “I listen to radio” 
became a mere synonym for the words “I let the music play in the background 
and I do not really care what goes on there, unless the music stops playing for 
some reason.” There is no definite explanation of why the audience prefers con-
ventional radio but the current situation in the industry shows that practically 
everyone has their understanding of the concept of radio and it is not going to 
change any time soon (Palenchar, 2013). For the majority of us, radio stations 
became similar to oases that give us that passive, linear feeling where you do not 
have to do anything to keep the music playing. The youth now sees playlists as 
a type of an old-fashioned radio as they choose what they want to hear and let it 
play in the background without paying too much attention to it. They could even 
go further and let someone else online create a playlist for them; there is also an 
opportunity to subscribe to an automatically updated music channel. According 
to the current statistics, there are more than 150 million users on Spotify and it 
shows how the mass-market audience chooses the source of their daily inspira-
tion and background ‘noise.’

Speaking of the audience preferences, even playlists became a kind of a radio 
station nowadays because terrestrial radio stations are gradually losing their reach 
and value. Even though more people own cars nowadays, the old-school image of 
singing along to the AM/FM receiver is slowly fading to the background because 
people choose to fight over the AUX cord and listen to custom playlists instead 
of listening to the unstoppable stream of music that is rarely interrupted by talk 
shows and news updates. Modern culture shapes the way we perceive both music 
and radio and there is nothing strange in the iconic activities going away and new 
events replacing them. Regardless, the radio is not dead and this is a well-known 
fact because it still remains one of the best ways to listen to music (Sass, 2014). 
At the same time, radio stations may become the future of the music industry in 
general because the level of personalization that existing radios achieve may be 
hard to top with the help of friends and followers’ suggestions. This kind of atti-
tude toward music is synonymous with requesting chef’s recommendations with-
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out even opening the menu. Customization became the key industrial fact leading 
to the popularity of radio – terrestrial or Internet-based, does not matter – and we 
will always depend on this element of mass-media.

Economy of the Internet Radio in The World
Economy of the Internet radio is based on several pillars (see Figure 4) that 

ultimately help it to ride the wave and grow the listener base over the time.
These features existed from the very advent of the Internet radio because they 

seriously contributed to the monetary value of Internet-based radio stations and 
helped their owners to purchase better hardware and connect with more potential 
partners. In this section of the article, these Internet radio pillars will be discussed 
in detail and their contribution to the existence of over-the-air radio stations will 
be explained.

Figure 4. The four pillars of Internet radio economy.

Advertising Sales
It is evident that Internet radio stations are trying to make the best use of 

advertising sales because the latter make up for the bigger part of the revenue 
that these radio stations receive annually. This advertising can be communicated 
via social media profiles, on-air streams, a dedicated website, or even dedicated 
streaming services. One of the most popular ways to earn revenue by means of 
advertising is to sell airtime to bigger companies whose initial intention is to 
reach a bigger audience and let more people know about their services and prod-
ucts (Dann, 2014). The price of these paid advertisement spots can vary based on 
the length of the gig and the time of the day when it has to be introduced. The 
value of every advertising spot depends on the positioning because the majority 
of ads aired after a specific show can bring more value than those that are placed 
randomly. In most cases, prime time ads require the highest prices to be paid be-
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cause of the alleged value created by the Internet radio.

There is also another way to increase the price of an online ad where famous 
on-air personalities communicate the paid message – this is usually done in or-
der to make more people listen to what their favorite host has to say. Traditional 
commercials are not as costly as customized placements because Internet radio 
stations are currently exposed to the challenge of competing against huge stream-
ing services that have a bigger reach, a bigger audience, and a bigger income (see 
Pandora or Spotify, for example) (Dann, 2014). This situation basically forced 
Internet radio station managers to find a number of different revenue models that 
could help them compete with online streaming services. The most common In-
ternet radio-specific ads are graphic ads placed on the radio station’s website and 
participation in the affiliate programs. Moreover, a lot of modern Internet radio 
stations started participating in revenue generation curricula owing to the exis-
tence of media distribution via YouTube and social media. The main idea behind 
those curricula consisted in the idea that all the ads were introduced either before 
or during the stream.

Special Events
Another important side of the Internet radio economy is the presence of special 

events. This means that the radio stations can either come up with their own ideas 
or collaborate with advertising partners in order to hold events intended to drive 
more audience to their streams. This allowed Internet radio stations to complete 
two important objectives at the same time: (a) attract new listeners and extend 
the audience of the station and (b) generate extra revenue by means of selling 
merchandise and tickets to the special events being advertised (Dann, 2014). One 
of the most viable real-life examples is the fact that multiple talk radio stations 
hold gala dinners or even cruises during which one could interact with on-air per-
sonalities. These events help Internet radio stations to introduce the audience to 
the world of radio and create room for socialization activities. Depending on the 
venue and participating guests, the price of special event tickets may be different 
– certain special events may bring a substantial amount of revenue.

Syndication
The next big thing about the Internet radio economy is the concept of syndica-

tion. It relates to the fact that radio stations are always trying to form partnerships 
with famous on-air personalities so as to generate more advertisement revenue 
and improve their ratings. Yet, the potential of syndication is much more import-
ant because it opens more opportunities and broadens the horizons of Internet 
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radio broadcasting in terms of collaborating with popular shows. For a decent 
amount of money, radio stations can sell the rights to their unique formats or 
shows so as to gain revenue continuously and not worry about their intellectual 
property being exploited (Dann, 2014). Evidently, there are Internet radio stations 
that are always trying to find popular shows that are recognized by the bigger part 
of the audience and these stations ultimately end up bidding against each other in 
an attempt to have access to the privileges of hosting a popular show. Knowing 
that their show reaches a lot of markets and listeners, Internet radio stations can 
play around with the size of the contract they can offer to other radio stations and 
media contractors.

Newscast Sales
The last part of Internet radio economy is the ability of radio stations to sell 

news and hourly feeds to other radio stations across the country so as to help 
other companies to eliminate the necessity of introducing reporters and news 
anchors for every particular station. By doing this, Internet radio creates an en-
vironment where all the breaking news and hourly broadcasts are fairly shared 
among all other radio stations for a definite price. One of the most evident ex-
amples showing how profitable this approach is the way in which NBC News 
Radio deals with other radio companies: they offer a service that features NBC 
correspondents covering individual stories that are of particular interest to a par-
ticular Internet radio station (Dann, 2014). These integrated services contribute to 
the Internet radio economy because they extend the digital network and give all 
radio stations an opportunity to hold hourly newscasts without having to employ 
additional staff. The main benefit of this approach consists in the fact that each 
station owner can decide whether they need an additional newscast service or 
not. For those companies that offer newscasts, this presents a great opportunity 
to earn money because the majority of Internet radio stations choose not to deal 
with news updates and rarely broadcast anything except music and talk shows.

Conclusion: Bottom Line
From the very birth of radio, it has been surrounded by numerous contro-

versies that are currently starting influence the Internet radio as well. The main 
reason for the issues that radio got itself into was the fear that record companies 
experienced for the fact that they were afraid to lose profits. In the modern days, 
music is being delivered through a whole new medium and it is rather question-
able that the fans of an artist who does not currently perform on stage will be pur-
chasing their new albums. The question of whether it is rightful to broadcast free 
music while profiting from numerous ads still exists because practically anyone 
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can create a radio station nowadays and get away with it. While there are individ-
uals who adopted a much more optimistic outlook, there are a lot of people who 
believe that the Internet radio does not truly promote the intellectual property of 
musicians whose music is being played on repeat, and the Internet radio does 
not really protect the values and content that are created by the music recording 
industry in the first place.

In the 21st century, the issue of the Internet radio became even more viable 
because of artists being hardly paid for their music being broadcasted online. 
Modern Internet radio stations will have a very hard time in the future because 
they have to deal with the new laws that are forcing radio stations (including 
the over-the-air ones) to pay performance royalties for each song. The majority 
of people who advocate for this approach believe that it will be the end of the 
existing Internet radio and the creation of a different one – where all artists will 
get paid for their songs being played. This may lead us to the important question 
of whether the Internet radio has a future at all. Even though the royalty decision 
may be one of the most important ones in the history of the Internet radio, there 
are several other pitfalls that may avert the radio from developing further and 
supporting its promoters. This actually throws a shadow on clean Internet radios 
such as Pandora, last.fm, and Live365 because it will definitely have a negative 
influence on our ability to customize them while also giving the developers less 
mobility.

Currently, we see companies trying to introduce over-the-air stations that are 
trying to keep up with the latest updates from the area of radio-related legislations 
while also remaining relevant to the communities that are essentially interested 
in the Internet radio. Right now, the main objective is to find ways to push more 
listeners to their streams so as to grow the alleged customer base and create an 
environment where there will be listeners even during nonpeak hours of on-air 
streams. Existing streaming possibilities create the room for investments and 
innovations that can both help people create high-quality content for the ones 
interested in the Internet radio. The question of money remains one of the most 
important questions despite the growing number of possibilities that previous it-
erations of the Internet radio have predicted. There will always be room for more 
as the Internet radio is not likely to fade into the void that quickly.

Right now, it may be rather important to focus on the most profitable revenue 
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models and the ways of coming to agreement with the artists whose music is be-
ing streamed. Another important area that has to be taken into consideration is the 
attitude of listeners toward the radio and its necessity to make money from ads. 
For example, listeners may choose to tolerate it or side with paid subscriptions 
– but then, for how long are they going to tolerate extensive ads for the sake of 
listening to music. The future may have a lot in store for the Internet radio but it 
is rather important to address all these questions realistically because there is no 
way to predict what is going to happen in the future. Yet, the general hypothesis 
that can be made on the basis of all the information reviewed for this article is that 
the majority of Internet radios will prevail and satellite and over-the-air iterations 
of radio are going to take over the online medium. Generations X and Y will join 
the Millennials and create an even bigger base of Internet radio listeners who will 
ultimately contribute to an improvised ‘death’ of the conventional radio stations 
within the next several decades, if not less.
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