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News brief
Satellite CEOs mull HD-TV, downturn
HONOLULU - One satellite industry
CEO says the entire industry is
"counting pennies", another says his
main job is to reassure his staff that
they are in no danger of losing theirs.
Not far up the telecom food chain,
satellite industry CEOs are preparing
for a future which almost certainly
figures an economic downturn. The
questions for these global players are
when, how much, and how long?
As PTC '09 showed this year, these
are important questions that they
obviously mull on a nearly continual
basis.
*
The executives say they are certainly
seeing a downturn, but argue the
industry is resilient. Nevertheless, they
acknowledge that this downturn is of a
different and more complex character
to the dotcom bust (in their terms a
relatively short-lived problem) which
saw the industry recover quickly.
Different players - operators, manufacturers, launch specialists - are
also impacted differently. EchoStar
President Dean Olmstead suggests
that the full effect has yet to be felt
because of the industry dynamics.
"So many of our projects are of a
long term nature. In order to see
the impact, we should look at our
customers and we have already seen
several of them in financial difficulty
- they are finding it difficult to get
the cash for expansion. We are all
counting the pennies. We may have
to take on a bit more risk for now to
get them through the downturn but
that's a difficult decision to make."

Arianespace's CEO Jean-Yves Le
Gall says "We saw a slowdown last
year but the downturn does not
affect all operators in the same way.
Big operators are not impacted but
for start up operations that need the
credit, it is much more difficult and,
globally, we see further decline in
2009." Parts of the manufacturing
base have seen orders drop 30%
and, as one other CEO put it, "small
suppliers may not be around for too
long." They are cautious, however,
about the opportunities sparked in
the downturn for further consolidation in the industry although many
clearly expect more restructuring and more pricing pressures.

Getting frugal
Other executives suggest most
of the industry should carry itself
through 2009 on the basis of the
contract backlog it already has but it
is clearly looking to its bottom line.
One said the lack of capital will put a
brake on many activities. 'Frugality', in
short, is the word that best describes
in behaviour of the main players in
this industry.
Dean Olmstead says that EchoStar
has been particularly frugal: "those
companies that have been frugal
have the opportunities to protect the
business plan ... we are even more
frugal and we have no debt, and we
are avoiding going out and getting
into debt."
CEOs are mulling various strategies and hope for business from new

applications such as mobile services
and supporting the deepening of
broadband penetration. The satellite
industry also is lobbying to see more US
government Department of Defense
funding to make use of commercial
operations. But it is the developing
HDTV business that shows that the
industry has a big future doing what
it has always done: direct broadcast.
TV economics in downturn might
even - perversely - be relatively
positive. Peter Jackson, CEO of Hong
Kong-based AsiaSat points out,"we
had the currency crisis in Asia, and we
also have had the SARS outbreak, and
although business was hit, one thing
that did not stop was TV watching.
Advertisers after a while realized that
they should be advertising."
More strategically, he comments,
"TV in the DTH market sees incremental customer costs as relatively
low, and that is not the same as the
other applications. From a TV perspective that is where the satellite industry
is extremely strong."
Dean Olmstead, CEO of EchoStar
agrees. "I think it is all about video
and I am always astonished by this.
We are seeing constant improvements
in HD and it is terrific for us. There is a
demand at the consumer level that is
almost inexhaustible."
Sky Perfect JSAT Director Yutaka
Nagai agrees: "We think the company
driver is DTH business and we will
have 100 HD channels available from
2012 in Japan."
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Obama program funds "non discrimination" broadband
WASHINGTON - Watch out for
more haggling about how broadband
funding in the current US stimulus
package is actually used. A key - but
relatively modest - part of the USD
787 billion the Obama administration has set aside for the stimulus
package, more formally known as
the American Recovery and Reinvestment Act of 2009 will be used
to encourage broadband initiatives
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as part of a USD 4.7 billion program.
Most of this money is earmarked for
supporting broadband build in what
officials describe as "unserved" and
"underserved" areas.
Digging into the fine print,
however, there may be some points
of contention, say lawyers Arnold and
Porter in a client advisory that, left
unresolved, may impact "the attractiveness of the grant program and
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its ultimate success in stimulating
additional build-out of broadband
infrastructure."
The main program, designated
Broadband Technology Opportunities Program (BTOP) allows for
various initiatives including tranches
of money for government agencies
to monitor on a national basis
broadband availability and penetration across the United States as well
as a mandate for the FCC to develop
a "national broadband plan" that
establishes benchmarks and strategies for a universal broadband access
and use in the country.
But it is the federal assistance
part of the Program that is flagging
attention, particularly in terms of net
neutrality and access considerations,
cornerstones of the entire program.
Arnold and Porter point out that
the implied non-discrimination and
network interconnection obligations
must be "at least as strict as those
contained in the FCCs 2005 Internet
Policy Statement."
Observers ponder if this means
regulators might in fact actually go
beyond the guidelines, and alongside
this if it means the obligations apply
to all the grantee's network or just
the BTOP-funded part, and even if it
applies to wireless carriers at all, as
opposed to cablecos or telcos.
And, we note, more prosaically,
the government has not yet defined
what it means by "broadband",
"underserved" or "unserved area".

