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VIEWPOINT
AFTER IRAQ:  WHAT’S NEXT FOR THE SATELLITE INDUSTRY?
By Alan Gottlieb

With over 4,000 Mbps of satellite bandwidth going into Iraq and Afghanistan, the War on Terror has been a fantastic boon for the commercial satellite industry. With over 80% of War capacity coming from commercial providers, we have witnessed an unprecedented bubble of prosperity inflated by lucrative DOD contracts.
 In addition to the benefits to the satellite operators themselves, minority owned and mainstream bandwidth re-sellers and equipment manufacturers have benefited from the Military’s bandwidth feeding frenzy. Major mobile satellite service providers such as Inmarsat and its re-sellers have also seen usage of their services surge, inflated not only by the Military but by demands from news gathering organizations covering the War. In short, all of this business has helped buffer the industry against declines in other core satellite market sectors and masked the economic effects of the proliferation of cheap terrestrial bandwidth.
As we all know, the political winds are changing and the pressure to pull the troops out grows stronger each day. With an end to the War, a precipitous drop in satellite bandwidth services is inevitable. The question is whether the industry will do nothing but wait for High Definition Television and Streaming Media to save it, or does it initiate and pursue diversification strategies that will form a buffer against the inevitable decline in military business?
How do satellite operators and re-sellers who have been selling commodity services, whose concept of marketing is to participate in the next satellite show and whose salespeople have been mere purveyors of bandwidth living under a government funded umbrella convert itself into dynamic and competitive group of companies aggressively seeking new markets? The solution to this quandary, in my view, is a combination of learning how to identify specific business opportunities in new target markets and sell solutions.
Selling Solutions:

At the core of any diversification strategy is a shift from delivery of commodity based generic services to supplying end to end solutions. More than ever, customers want a complete solution to their communications problems, not just bandwidth. To provide such value added, satellite service providers will have to ally with systems integrators and bring aboard sales and marketing people accustomed to identifying customer need and providing a blend of communications technologies to solve specific problems. For example, resolving a problem may involve combinations of satellite, terrestrial, and WiFi or WiMax rather than satellite infrastructure alone.
Discovering New Business Opportunities

At Gottlieb and Company, we have always subscribed to the belief that a new market or business opportunity is defined by a specific operational need and that that such needs can only be uncovered through one on one dialogue with IT and operations management in a target vertical.  

The best way to do this is to use an external market research firm to conduct interviews rather than a company’s own sales personnel. Such professionals enjoy a much more open reception than sales personnel and are much more likely to obtain impartial information. Often prospects will reveal data on competition and pricing that they would never give to a salesman. Once an unmet need is discovered through the interview process, a solution can be formulated and with the prospects permission, a follow up sales call can be arranged.

 If the unmet need is one that exists across an industry vertical, then the solution can be sold not only to the prospect but to other companies within the vertical. This is how a new business opportunity becomes a sale and a sale becomes a market and a market becomes a substantial contributor to a client’s revenue stream. 

A Few Promising New Markets:

As some of you may know, Gottlieb and Company has done extensive work in seeking out new business opportunities for VSAT services. Here are a few of interest:
Cellular Backhaul Indonesia:


The Indonesia market for cellular backhaul promises to be a major opportunity. With massive telecom expansion underway and plans to install 10,000 base stations in the next year and little, if any fiber connectivity available to remote locations, backhaul of cellular voice and data represents a major opportunity.  In addition, Indonesian operators are just on the verge of adding value added services such as streaming media, games and other advanced services, all of which require greater bandwidth resources. PT Telkom, Telkomsel, Excelcomindo are the major players but there are other new entrants into the marketplace.


Entering the market requires good local representation and the ability to design networks that minimize bandwidth transmission requirements. Networks equipped with IP Media Gateways that allow local calls to be switched into the local PSTN instead requiring all voice to transit the Jakarta based switches combined with compression schemes will likely be the architecture of choice. As bandwidth on regional satellites is quite costly, expect operators to be extremely receptive to advanced network designs that minimize bandwidth consumption. In addition to opportunities in cellular backhaul, Indonesia, due to the geographical isolation of many communities, is a major consumer of VSAT services. Media, distribution, lumbering and financial services are all extensive users of satellite.
International Construction:


Offering considerable potential, this market focuses on the provision of VSAT services to major international infrastructure projects including refineries, chemical plants, sewage and waste water treatment plants, dams and irrigation projects, etc.  These projects typically require 256K to 512K links during the construction phase. Typical geographical markets include China, West Africa and the Middle East. Major Players include such firms as Bechtel, Fluor, Foster Wheeler, Black and Veitch and Parsons. Global infrastructure conferences often conducted in areas of intense infrastructural development often draw attendees from major international construction firms and offer an excellent opportunity to network for business opportunities.
Distance Learning:


More and more third world countries are focusing on distance learning as a way to bolster their educational systems. Major projects are underway in Brazil and other countries. For example, UNOPAR, the University of Northern Paraná, in Brazil will provide broadband satellite services to approximately 60,000 students enrolled in its Connected Presence Teaching System (CPTS) across 252 Brazilian municipalities. UNOPAR will have 300 sites operating by the end of 2006 and plans to expand into Argentina and Paraguay. Such programs are likely to be replicated throughout the third world as governments come under increasing pressure to provide educational opportunities to their rural populations.
Oil and Gas:


While provision of VSAT in the oil and Gas industry is an area of considerable interest, foreign markets in remote locations represent the best opportunities. U.S. markets are dominated by Caprock, Stratos, Petrocom, Schlumberger DMS and Sola. Firms such as MTN have attempted to enter these markets with very limited success. Key to understanding the difficulties in providing service to these markets is an understanding of the critical nature of the communications function in the oil and gas business. 


During offshore drilling operations, critical telemetry is constantly transmitted. Information regarding pressures, mud flow, rates of penetration move across the link and any disruption of the critical telemetry can cause costly delays in the drilling operation resulting in hundreds of thousands of dollars in losses. Therefore, a provider of VSAT services to the industry must have the ability to quickly repair any communication failure. Hence having qualified personnel available to go offshore at a moments notice is critical to winning the business. 

Mining:


The mining industry is a small but potentially promising area. Major mining camps in remote area offer the best opportunities, and exploratory teams are most likely users of Fly Away VSAT and Inmarsat BGAN services. Key geographical areas of focus include Chile, South Africa, China and Indonesia.

 For example, in Indonesia, Freeport-McMoran’s Indonesia gold and copper installations on West Irian Jaya are a major consumer of bandwidth as are other remote mining camps in mineral rich areas. Key target companies include BHP, Rio Tinto, Barrick Gold, Peru Copper, Anglo American, etc. As this industry is quite small, the best access to business opportunities is through key industry trade shows. 
Other Government:


Government contractors need to look into specific application areas outside of the military. Of course, Homeland Security and Immigration are obvious targets. Additionally, any agency that needs to provide services to remote areas is a prime target. There has also been a lot of activity in the aviation area as the air traffic control systems in the U.S. and globally are undergoing substantial upgrades. 
In Conclusion:

The age of easy, War related business is in sight. Satellite companies need to initiate and intensify their efforts to find and develop new markets. While new uses for satellite such as high definition television and streaming media are likely to contribute to industry growth, providers need to initiate research and build relationships with IT management in all promising markets. It is only through such relationships that new, specific applications can be discovered and exploited into significant new lines of business.
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