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x A Radio 2 extension providing a distinctive take on pop nostalgia, diving into the
music and unique BBC archive primarily from the 1950s, 1960s and 1970s. The
extension targets listeners aged 55+ who are seeking a more comprehensive
nostalgic experience than the Radio 2 schedule and the wider radio market are
currently able to provide, and audiences from C2DE groups who get less value
from the BBC but value the Radio 2 brand and its trusted presenters and
curators.

x A Radio 3 extension providing a calming and relaxing classical music experience
that matches u6 o000y 1 AT6u yu o600 OdSouy 600 0 0iyo 060 yyo
stresses of daily life, and supports their wellbeing. It will feature a wide range of
classical music, both familiar and new, aimed at audiences aged 35+, and
featuring music from the BBC Orchestras and Choirs alongside the best
performers and ensembles from across the UK and beyond.

To note, the BBC also proposes re-launching the Radio 1 Dance stream and launching
three additional brand extension streams as Sounds-only streams on BBC Sounds in
2024, subject to a materiality assessment 8this is a separate regulatory process from
this Public Interest Test.

1.2 The public value of these changes
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we will be raising the profile of artists that are lesser known and have not
received as much broadcast coverage;

X Speech 8the stations will offer audiences context, curation and storytelling-
through-music that only the BBC and its unique archive of clips, interviews and
live performances can do;

x Live or specially recorded music 8the new stations will also reflect the creative
calendar across the year, covering the live events and unique performances in

6006y 600y0 Uy 0iwd06  Ouidique@ach®eodlive and specially
recorded music;

x Support for technological innovation in radio broadcasting § 60 0001

involvement in DAB+ is likely to support the further development of digital radio


http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf

2. The context for our proposals

In this section, we set out the key factors informing our proposals, including the
technological and market developments driving changes in audience behaviour, and the
history and strategies of the BBC and commercial radio.

The way audiences listen to music has been through significant change over the last six
decades &from vinyl, to CDs, to downloads, to streaming. But ever since the launch of
BBC Radio 1, Radio 2 and Radio 3 in 1967, radio has played a critical role in UK music,
and continues to play a crucial role for audiences, artists and the industry.

2.1 A brief history of music radio

In September 1967, the BBC updated its radio portfolio by launching BBC Radio 1, Radio
2, Radio 3 and Radio 4. Radio 1 was designed as a brand new pop music service to
replace the outlawed pirate radio stations, while Radio 2 and 3 replaced the Light and
Third services.

The é b Ifirst commercial radio service was LBC, shortly followed by Capital Radio. Both
were launched in October 1973 and covered the Greater London area, with LBC offering
news and information and Capital music and entertainment. A further 16 local

commercial stations were launched across Glasgow (Clyde), Birmingham (BRMB) and
Manchester (Piccadilly) in the mid-1970s. Further launches continued through the

D) ( 00y0 06yoOp 006 yud 06061 1T ouuLOydOTU Gyoyl Gy -A6
focussed services on FM and older-focussed stations on AM.

In September 1992, Classic FM was the first national commercial radio station to launch,
followed by Virgin 1215 in April 1993. Commercial radio continued to grow through the
1990s with further launches of regional and national stations, including Heart and XFM.

In 1995, the BBC launched its national radio services (Radio 1, Radio 2, etc.) on DAB.
Shortly after, the first commercial DAB stations also started in England and across parts
of Scotland and Wales. Classic FM and Virgin Radio were among the first to expand to
DAB, along with two new digital stations, Core and Planet Rock. In 2002, the BBC
launched its first national DAB-only music stations §1Xtra, 6 Music and a national Asian
Network (after 1989 West Midlands launch).

The 2000s also saw significant consolidation in commercial radio. Global Media &
Entertainment (Global) was formed in 2007, acquiring first Chrysalis Radio (Heart,
Galaxy, The Arrow) and a year later GCAP Media (including Capital and Classic FM). In
2012, Global acquired GMG (Real and Smooth). Similarly, in 2008, Bauer Media Group
©301 ¢pachased Emap (Kiss, Magic, Kerrang! and dozens of local stations across
England, Scotland and Northern Ireland). Since then Bauer has continued to make
acquisitions: Orion Media (2016), Jazz FM (2018), and in 2019 Lincs FM Group, Celador,
local stations owned by Wireless Group, and UKRD. As of September 2023, Global
accounted for 23% and Bauer 21% of all radio listening in the UK (i.e. including the
BBC). Considering just the commercial market, Global has 43% of listening and Bauer
38%.
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2.2 The impact of music streaming

Since the launch of services such as Spotify, Apple Music and Amazon Music, music
streaming has been the key factor driving significant changes in listening behaviour and
audience expectation with music, particularly with audiences under 35.

While live radio continues to be the most popular form of audio, with 88% of adults
tuning in for an average of 20 hours each week, music streaming services have grown
rapidly, and now reach 75% of audiences aged 15-34 every week compared to 59% in
2018.2 Listening time has also shifted considerably towards streaming. Streamed music
now accounts for 21% of listening for all adults, and 50% of listening for 15-34s. The
younger age group now spends only 30% of their listening time with radio, compared to
64% for all adults.

Figure 1: Share of time spent each week on any audio: adults 15+ vs 15 -34s

Any radio content (inc. radio podcasts) = 64%
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casts) = 30% Any radio content (inc. radio pod

adio content (inc. radio podcasts) = 72% Anyri
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Source: Ofcom, Media Nations, 2023

Spotify is the most popular digital audio streaming app in the UK reaching an estimated
12.5m million weekly UK users, while subscription-only services Amazon Music and
Apple Music reach an estimated 3.6m and 2.6m respectively.?

Streaming has also driven new demand for depth and breadth in music. Social media
gives music fans innovative ways to interact with and follow their favourite artists, while
streaming has enabled younger audiences in particular to discover music from the past
60 years that is new to them, surfaced through recommendations and curated playlists.
A report by the International Federation of the Phonographic Industry (IFPI) found that
on average, music fans now listen to more than eight different genres of music, and the

2 Media Nations 2023, Ofcom, p.56
3 MIDAS Autumn 2023 &claimed weekly usage for music streaming (not including podcasts)



https://www.ofcom.org.uk/__data/assets/pdf_file/0029/265376/media-nations-report-2023.pdf



https://www.ifpi.org/wp-content/uploads/2023/12/IFPI-Engaging-With-Music-2023_full-report.pdf
https://www.musicbusinessworldwide.com/its-happened-100000-tracks-are-now-being-uploaded/
https://www.musicbusinessworldwide.com/its-happened-100000-tracks-are-now-being-uploaded/
https://www.bbc.co.uk/news/entertainment-arts-67862412



https://www.bauermedia.co.uk/news/magic-and-greatest-hits-radio-become-latest-bauer-brands-to-launch-premium-subscription-service/
https://www.bauermedia.co.uk/news/magic-and-greatest-hits-radio-become-latest-bauer-brands-to-launch-premium-subscription-service/
https://www.endersanalysis.com/reports/where-tomorrows-listener-uk-radio-2023




Figure 4: BBC Radio vs Commercial Radio, Reach share, 2013-2023

60%

Source: RAJAR

It is also noticeable that commercial radio has been performing more strongly with
younger groups and those from lower socio-economic groups. Among audiences aged
35-54, there has been an increase of 8.2% in reach for commercial radio compared to a
decrease of 16.5% for BBC radio since 2013.*®* Among 15-34s, commercial radio has a
reach of 11.2m, 3.9m more than BBC Radio, and reaching nearly two thirds of the 15-34
population each week (vs 42.6% for the BBC). In terms of share of music radio hours, the
BBC has a 29% share of 16-34 time spent, compared to 71% for commercial radio.*®
Similarly, among lower socio-economic groups, C2DE audiences make up 38% of BBC
Radio audiences, and 44% of commercial radio audiences.’

15 RAJAR Q3 2023 vs. Q3 2013
16 RAJAR Q3 2023
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https://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf



https://www.ofcom.org.uk/__data/assets/pdf_file/0027/272349/sixth-bbc-annual-report-23.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0016/272401/BBC-Audiences-Review.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0016/272401/BBC-Audiences-Review.pdf

Annual Reports on the BBC we have set out the importance of it reflecting on its
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https://www.ofcom.org.uk/__data/assets/pdf_file/0027/272349/sixth-bbc-annual-report-23.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0029/265376/media-nations-report-2023.pdf

3.1.2 Better serving the moods and needs of modern audiences

Our research has found that modern audiences feel that the BBC underserves certain
moods and needs.?’ In particular, this research identified T Ai60080 1 fovamore
relaxing, laidback offer. In particular, the research found:

X In most relax occasions, music is at the core of the experience and more than
anything drives station choice

X Listeners want familiar and non-challenging music during relax occasions rather
than looking to learn or discover new music

x O fio 6yo 6uy 1 6GG 6 o0 ouyu T0GA GOO U B0 U 68 67T ALGO 01
ué oGoy 0y Ao 61 6 6yuu 61 -iforl o Gof

x For relaxing radio, the presenter banter that drives appeal at breakfast and drive
is too engaging for relaxing radio occasions where less talk is preferable

X The relax state relies on switching off from news and current affairs and
disconnecting. Looking to avoid any coverage or discussion likely to rile listeners
up (including news bulletins)

X With relaxing radio (vs. some radio to relax) removing games, phone-ins etc. to
ensure no interruptions or changes in tone builds a more intimate experience

14



extension, they will champion and showcase new music, and support live performances
across key events like The Proms and Radio 1 1 Dance Weekend: Ibiza.

3.1.4 Transition to a digital first future

Audiences will be able to listen to the stations live on DAB+ and BBC Sounds, with DAB+
playing a crucial role in reaching underserved audience groups in a cost effective way.
DAB+ will also play an essential and cost-effective part in encouraging the digital
transition to BBC Sounds, where audiences can enjoy added live listening functionality
(e.g. pause and rewind, see track playing) and continue their listening journeys to
discover further episodes and other relevant content available on-demand, in a richer
more personalised experience.

3.2 Radio 1 Dance DAB+ extension

In October 2020, we launched Radio 1 Dance as an online-only stream on BBC Sounds,

15



Radio 1 Dance will continue to play a broader range of music than any comparable
station. In 2023, the Radio 1 Dance stream on BBC Sounds played 3,273 unique tracks.
We intend that Radio 1 Dance will continue to provide a similar range of tracks as a

DAB+ radio station.
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3.3.4 Live and specially recorded music

The extension will feature programming that yyuuaiu ¢ 000 0 00l A6 U 0y U6 U 0O¢
for audiences under 35, drawing on the artists and tracks that Radio 1 has helped

listeners to discover and showcasing live performances from 80 0001 (06p aliyddd o
therunupto &TA6U Wi+Uy G 68 0 00 ©0 6 &ifnou !'1 O66 éoowonfn A&l
Weekend: Ibiza, Reading and Leeds festival), the extension will showcase the repertoire

from performing artists.

fiou

3.4 Radio 2 DAB+ extension

The Radio 2 extension will provide a distinctive take on pop nostalgia, diving into the
music and unique BBC archive primarily from the 1950s, 1960s and 1970s.

18


https://www.ofcom.org.uk/__data/assets/pdf_file/0022/255721/bbc-operating-licence-march-2023.pdf

3.4.1 Target audience

The extension targets listeners aged 55+ who are seeking a more comprehensive
nostalgic experience than the Radio 2 schedule and the wider radio market is currently
able to provide. The Radio 2 extension will aim to provide more value to audiences from
C2DE groups, particularly those who get less value from the BBC, but value the Radio 2
brand and its trusted presenters.

3.4.2 Breadth and range of music

The station will draw on a library of around 5,000 tracks a year, alongside the best of

BBC archive including concerts and performances, interviews and special documentaries

on the artists and moments that shaped popular music, telling the story of artists

through repertoires. Thissupports 80 0001 y iud6d v yyu o # 0 fious oy 60 Gl
creative, highest quality and distinctive output and services,and 66 OOO1 vy iu6d

purpose 2 to support learning for people of all ages.

The Radio 2 extension will focus on pop nostalgia, diving into the music and unique BBC

Tyeoo 0 6yuu 60 % & 10 1) Oyt oA i uwaolived 60 OOO1 io
talent, this station will take listeners on an immersive journey through these decades. It

will also showcase more dui 60 0fi6 600 U6 UUO U6 60 Grddcbradgds w0 Of
from the archive on national radio.

Music from the 1960s in particular is less well-served in the current UK radio market,
making up 26% of tracks on Boom, 7% of tracks on Smooth, 4% of Greatest Hits and 2%
on Magic.*

3.4.3 British music21.92re W*n BT /F1
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3.5 Radio 3 DAB+ extension

The Radio 3 extension

20



3.5.3 New music
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unable to receive services broadcast using DAB+. There are currently 41 national
commercial radio stations broadcast on DAB+ in the UK.*®

Radio listening also continues its long-term shift away from AM/FM towards DAB/DAB+
and online, across mobile, web, and via connected devices in the home (e.g. smart
speakers) and in the car. While online listening continues to grow rapidly, DAB/DAB+ is
still the majority of radio listening time at 42% (40

22


https://www.bbc.co.uk/aboutthebbc/documents/ara-2022-23.pdf
https://www.bbc.co.uk/aboutthebbc/documents/ara-2022-23.pdf

Figure 6: Estimated budget (excluding music rights)

Annual costs

Radio 1 Dance £0.73 million
New Radio 1 Extension £0.12 million
Radio 2 Extension £0.42 million
Radio 3 Extension £0.66 million
Other Content/ Staff/ Production Costs £0.91 million
Total content and staff costs £2.84 million

Technology and operations costs £0.25 million
Total costs £3.09 million

3.8 Estimated listening to the stations

23



non-BBC services. We anticipate that a significant proportion of the listening to each
station will be from cannibalisation/ of other BBC services, e.g. that much of the
listening to the Radio 2 extension will be diverted from listening to Radio 2, the parent
station.

We do not consider there will be any significant implication of the change for others
within the digital audio value chain. With the exception of recording artists who may
receive a boost in popularity from additional exposure on additional radio services. While
leisure time is rivalrous we do not expect any direct impacts on other activities such as
audio-visual consumption as a result of these changes.

In line with the requirements of the Charter, Agreement and Ofcom regulation and
guidance, we will be carrying out further analysis and refining these estimates during our

24



4. Providing public value.9@ 752.74 Tm@@roviiding publiX¢cBpal.
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http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf
https://www.ucl.ac.uk/bartlett/public-purpose/sites/public-purpose/files/final-bbc-report-6_jan.pdf
https://www.ucl.ac.uk/bartlett/public-purpose/sites/public-purpose/files/final-bbc-report-6_jan.pdf

investment, fuelling innovation, and shaping and stimulating the creative
economy across the UK.

Our approach continues to develop; the domains of value provide a consistent structure
for analysing public value across our services and aid us as we move towards greater
quantification of the value we generate.

4.3 Our public value hypothesis

We consider that the launch of four new music radio stations on DAB+, thus creating

60U y GO0 éb & iu6d 0y 680 6U0 800 yoi ahrdugh seeRiGp@d G 6
better serve all audiences and in particular to the third, fourth and fifth public purposes,
i.e. providing high-quality output across a range of services, offering services that meet

00 0oon 06 Goomnubities, investing in the creative economies and contributing
to their development, and reflecting UK culture to the world.

In particular, we consider that our music radio station proposals will offer:

26
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https://www.ifpi.org/wp-content/uploads/2023/12/IFPI-Engaging-With-Music-2023_full-report.pdf

tracks played will also help to surface the sub-genres within these eras and genres. BBC
music radio already draws on a much wider range of tracks than a commercial radio
offer. Radio 2 played 15,759 different tracks in 2023, while the average across 12
leading commercial stations was 2,517 ranging from 757 on Smooth; 952 on Heart;
1,619 on Magic; and 6,044 on Greatest Hits.** Radio 1 played 12,248 unique tracks of
which more than 40% were from British artists.*® The brand extensions will similarly play
a much wider range of tracks than comparable commercial stations:

X Radio 1 Dance 8over 3,000 unique tracks per year
x Radio 1 New extension 8about 4,000

29



4.3.5 Live and spe
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http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf

radio sales increasing in volume and importantly in value to UK manufacturers. The
emergence of national DAB+ services from commercial radio and a growing number of
stations using DAB+ on small-scale platforms should increase the take up of DAB+

devices. We believe thatthe BBC1 yyuyid of of 086 u6 xOO* 1 600 oduu
developments.

In addition, our proposals will support the digital transition of UK radio. Audiences will

be encouraged to also listen via BBC Sounds for added live listening functionality (e.qg.
pause and rewind, see track playing), and onward listening journeys to discover further
episodes and more relevant content available on-demand, in a richer more personalised
experience.

4.4 Planned research

As part of the Public Interest Test process we will test the veracity of these hypotheses
through a range of quantitative and qualitative techniques. This will include:

x Analysis of internal and external audience data, e.g. internal BBC data, RAJAR,
etc.;

X Modelling the uplift in listening for the purposes of our market impact analysis
will also contribute to understanding of individual audience public value;

X Bespoke audience research, both qualitative and quantitative; and

31
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https://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf



http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/charter.pdf
http://downloads.bbc.co.uk/aboutthebbc/insidethebbc/managementstructure/structureandgovernance/list-of-uk-public-services-feb-2022.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf
http://downloads.bbc.co.uk/bbctrust/assets/files/pdf/about/how_we_govern/2016/agreement.pdf
http://downloads.bbc.co.uk/aboutthebbc/insidethebbc/howwework/policiesandguidelines/pdf/policy_material_changes.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0028/99415/bbc-public-service-activities-proposed.pdf
https://www.ofcom.org.uk/__data/assets/pdf_file/0028/99415/bbc-public-service-activities-proposed.pdf

The BBC welcomes the opportunity to discuss our proposals further with interested
stakeholders. Specifically, the BBC will be engaging with a range of stakeholders
including other commercial broadcasters and audience groups.

5.1.1.2 Research and analysis

To inform the Public Interest Test, the BBC will use audience research and data, and
carry out its own analysis into the public value generated by the proposal.

In order to assess the scale and likelihood of any adverse impact on fair and effective
competition, we will consider responses to the consultation, industry data and audience
research (where available), and economic analysis.

5.1.1.3 Decision by the BBC Board

To meet the criteria set out in the Public Interest Test, the BBC Board must be satisfied
67 60 00 6006 616 0 yyluy 60 OOO1 uo ou0 81 6 yyuuu o6 6
that the BBC has taken reasonable steps to ensure that the change has no unnecessary
adverse impact on fair and effective competition; and that the public value of the
initiative justifies any impact on the competition. Where the BBC Board determines that
the above elements of the Public Interest Test are satisfied, the BBC will publish a non-
confidential version of the proposed change and refer it to Ofcom. The BBC aims to do
so in the summer.

5.1.2 The Ofcom part of the process

O 060 OOO1 yoo6 0l Uy ao6ouu o600 GUigd B0 660GTHU AO OYyUSQT 6UD GQ
change can proceed or not. Within 6 weeks of the publication of the Public Interest Test

submission, Ofcom is required to decide whether the change proposed by the BBC is

material. If Ofcom decides that the proposed change is material, it will then conduct a
Competition Assessment, or a shorter assessment, involving the following steps:

X Survey the opinions of stakeholders;

X Review the procedures the BBC has followed in carrying out its Public Interest
Test, including whether the BBC has consulted with external stakeholders
appropriately;

x 40 60 060 OO0O01 U 01 o aGaod U6 BoO y ILGA TU O UO

X Assess the adverse impact of the proposed change on competition; and

x Assess whether the public value of the change justifies any adverse impact on
competition.
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At the conclusion of a BBC Competition Assessment, Ofcom can reach four types of
determination:

x To send the proposal or elements of the proposal back to the BBC for
reconsideration;
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If Ofcom carry out a shorter assessment, Ofcom can reach two types of determination:

X To send the proposal or elements of the proposal back to the BBC for
reconsideration; or
X To allow the change to proceed.

5.2 Public sector equality duty and Welsh language assessment

The BBC is required by its Charter to serve all audiences, and to reflect, represent and
serve the diverse communities of the UK. Also, the Equality Act 2010 requires public
bodies to have due regard to the need eliminate discrimination, advance equality of
opportunity and foster good relations within society as regards people with protected
characteristics.

The proposals set out in this document relate to the provision of content services (BBC
radio stations and BBC Sounds) and as such are not subject the public service equality
duty set out above. However, the BBC still considers it important to consider the impact
of its proposals on any of the groups with protected characteristics, especially any
detrimental impacts.

We consider that these proposals can have positive impacts on all audiences, and are

consistod 6 & 60 OO0O1 a6 o6u0 U Oy O TuUU T A6GO0B60 TYyO AO 6600N
audiences currently less well served by the BBC; and will not require the reduction of

other services to other audiences. We have not identified any detrimental impacts on

groupswith yyi 00 of 861y1d oyo 68 Ul o oy o oudtuo 1Tgoduunoy 1
these conclusions.

The Welsh language has official status in Wales, and must be treated no less favourably

than the English language. As a public body, the BBC has to comply with specific

3e 10ATyA 4 600 6UYU ul 606 yoOo 60 6006 Uy yo 6 60006 yuuoo T0A y Tu
documents, which require it to consider and seek views on any positive or adverse effects

on (a) opportunities for persons to use the Welsh language, and (b) treating the Welsh

language no less favourably than the English language.

Again, the Standards do not apply as such where (as here) the proposals concern

3iyuinat 60064 1 606 oG 060 O6GTYy oy GiTUO66GT 600G UoOG 6UGOR Tiu O 7GR
requirement on the BBC to support the regional and minority languages of the UK, we

have also taken Welsh language considerations into account when formulating our

proposals (including proposals which are not targeted at Wales specifically but are of

interest across the UK)
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