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DEVELOPHENT OF COMMERCIAL SPACE OPPORTUNITIES:
THE EUROPEAN APPROACH

JEAN-LOUIS CLAUDON, ARIANESPACE

11 JULY 1888

Space activity brings about several types of benefits:

- National prestige

- Some technologies

- Scientific means

Military capability

Commercial opportunities (maybe)

No private company can bear the huge investments alone

(it is the same in the US, USSR, Japan, China, etc.)

European countries do most of the basic development work and investments

through the European Space Agency (ESA).

All main areas of ESA activity have a leader country:

- Launchers: France : (+ Germany)

- Micro-gravity: Germany (+ Ttaly)

- Satellites: Britain (+ France, Germany)
- etce,

Each country does both cooperative and domestic development,

Commercialization not by ESA, but reflects development work.
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THE CASE OF ERANCE

FRENCH SPACE BUDGET:: 150 .bn ¥

‘Multilateral cooperation 36.1% (nainly ESA)
Bilateral cooperation . 11. 3% : (mainly FRG)
Domestic programs - 21,8%

Technical pgn support - . 16.0%
General Operating costs 14.8%
100. 0%

FRENCH SPACE INDUSTRY TURNOVER : 200 bn ¥

MANPOWER: 12,670 persons
- Industry : 9,000 (manufacturing)
+ — CNES: .~ 2,170 (development)
- Labs, ete.: . 1,500 (research)

Even after a technology has been developed, industry often hesitates

taking the initiative to exploit.it (risk factor ).: .

The French:space agency CNES has established directly or indirectly 1
3 commercial enterprises for the commercialization of gevernment - develop
ed space technologies, -Its successful experience is attracting attention

in this age of expanding - “minkatsa,”



1873: GTDA ( Remote Sensing Development Group ) ~ France
1974: PROSPACE ( association of 60 hardware makers ) France
1978: SATEL CONSEIL ( communications consulting firm ) France
1980: ARIANESPACE ( commercial launch company ) 11 countries
1982: SPOT IMAGE ( commercial remote sensing ) 3 countries
1983: INTESPACE ( satellite simulation testing ) France
1885: SAT CONTROL ( earth satellite control systems ) France

1986: Service ARGOS/CLS ({ environmental data ) NOA4, CNES
1986: NOVESPACE ( space technology transfer ) France
1987: LOCSTAR ( satellite radio determination ) France

DIFFERENCES BETWEEN FRANCE AND JAPAN
- G.I.E.s ( “groupements d’ interet economique” )
require no capital,
- Unlike NASDA, the CNES can hold capital in a

private company.

What is the concept behind all these ventures? Cnes studies
showed that apart from telecommunications, where industry and
business are mature enough, other areas of space commercialization
are high risk ventures, They are promising, but they provide only
long term return on investments, Private companies for such
ventures can reasonably -- according to reasonable investor -
criteria —- start and develop only with the support of space
agencies-and governments, As you know, it was also the case
twenty years ago with telecommunications, The CNES' original
approach has been to associate the space agency (which developed
the basic technology) with industry (which has the marketing
knowledge and the motivation to develop a business with these
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technologies), and with the banks, which play a major role in the

development of these new ventures.

The results of these associations are commercial ventures
which market and commercialize government-developed technologies
according to usual private company criteria. If we consider
Arianespace for example, there exists a clear separation between
the basic development of the Ariane family of launch vehicles by
ESA under the management of CNES, and Arianespace’s management of

the production and of the marketing and sales.

We think that this original approach has certain advantages.
First, the engineers within the space agency (the CNES in this
instance) are always kept aware of market needs when they propose
the developmenf of new technologies and new products or services,

If Ariane, and now SPOT are in strong commercial positions today,
it is certainly because the products and the services themselves
were designed with commercial operationm in mind. It is important
to avoi& doing technology for technology' s sake. Teqhnglogy is a

‘tool, it is not an end.

Second, this approach creates a fruitful dialogue and a
relationship of trust between the space agency and industry. NOte
that under French lse CNES is classified as a governmental agency
with industrial and commercial character .( “Establishment public a
caractere industriel et commercial” ). This means that CNES
technicians and engineers are not civil servants, they are
employees with commercial contracts, and CNES itself can operate
commercially and enter into commercial agreements just as any

commercial company.
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Third, this approach reguires that promotion and marketing
begin early enough to understand the market needs, and that
executives develop a customer-oriented service, even if it implies
higher risks. ' For example, Arianespace was.created three months

- after the first flight of Ariane. In fact, the X.0.U. was signed
‘aT the Paris Airshow a few months before the first launch in 1979,
In comparison, McDonnell Douglas, Martin Marietta and General
Dynamics’ commercialization efforts are just beginning, many years

after the basic launch vehicles were developed, As a result,
these companies now have to catch up to adapt their launch
vehicles, built under other (military) conditions and requirements
, to fit and match the needs of the commercial market in the

coming years,

Fourth, this approach also compels one to be realistic. We
must beware of space enthusiasts. For example, there is no
microgravity private venture in the above list. In fact, in 1980
CNES estimated that although there definitely was a market to
launch satellites and to offer launch services an a commercial
basis, that it was also valid to establish the SPOT Image Co.

" before the launch of the SPOT satellite {with all that it involve:
establishing relationships with the various countries, and
developing & promotion plan for that new kind of product), in
regard to microgravity, however,CNES considered that things were
still.in the basic research stage. While CNES is encouraging and
supporting experiments made by large French pharmaceutical groups
and compénies (Rhone-Poulenc, Sanofi and Pechiney), it decided to
wait a feéw more years before having an activitiy of microgravity
commercialization. - In this regard, it is important that those who
are promoting space comgerce try and find the proper aix between

entrepreneurial risk and wisdom. [t is our responsibility to
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avoid frustrating shareholders, ‘bankers, and investors, by
overselling space commercialization, 1 see the risk.-of this: -
happening in-the U)S) and in Japan, because of the numerous,
symposiums and academic discussions on the subject, and because of
the Japanese habit of seeking the proof of all technological

concepts in their commercialization,

Fifth, to follow this approach also requires -- and this is
extremely important —— a prosperous and clear relationship between
the governnient, the space agencies (CNES and ESA in this case) and
the commercial sector. To go back to the main example,
Arianespace: the relationships between ESA or CNES ard Arianespace
are contractual relationships between the agencies, which have
developed the technology, and Arianespace which, as the operator,
is now making all decisions regarding launch operations as well as
, for instance, the maintenance ,refurbishment, and upgrading of
all launch facilities, This implies, among other things, that
when ESA or CNES need launch services, they have to contract for
those services and become customers of Arianespace, Engineering
or logistics support from any of these agencies is also subject to
a commercial contract. These same principles apply to the relationship

with SPOT Image.

Sixth, to succeed in developing space commercialization
requires a stable, consistent, long term commercial space policy.
If we look, for instance, at the situation of SPOT Image and
EOSAT, it is clear that EOSAT will not be able to survive and
succeed in developing remote sending if there is not a clear,
consistent, long term comnitment to developing the new
technologies and to provide the right environment, This is

necessary in order to avoid that the customers, those in Brazil,
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in Australia, in Japan, In China, and elsewhere, who imvest
millions of collars in ground receiving statiomns, in image
processing systems,etc., find themselves three or four years form
now without a system to operate because someone has changéd his

nind and stopped the service.

Finally, this approach requires some fair rules of
competition, because where there is commercialization there is
competition. (Europe initiated competition with Arianespace in
1980 for launch services, and in the remote sensing data area when
CNES started SPOT Image in 1982,) Private industry camnnot, and
should not compete with government, There must be normal
commercial relationships between the shareholders (including any
government agencies) and the commercial! entrepreneurs. Just the
same, on the international scene chances are that some day there
will be rules to define to what extent the governments are
involved, and to what extent the private companies -- the private

entrepreneurs —— should assume risks themselves,
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