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lation, third-generation broadband
wireless will be available in 2003, but
only in big metropolitan areas. “I've
developed the business plans for
most of the western European cellu-
lar networks I was responsible for,”
he says, “and what you see at the
moment is cellular companies divert-
ing their money away from geo-
graphic coverage into getting more
capacity within cities.” In Latin
American cities like Cali and Medel-
lin, in Colombia, “You go five kilo-
meters out of town and there’s noth-
ing. You see these big haciendas and
farms, but there’s no telecommunica-
tions,” Clarke says.

Some observers think ICO should
compete more directly with cellular,
instead of merely filling in the gaps in
the hinterland. But Clarke is cautious,
stressing the service is a complement
to existing wireless. ICO will forgo the
consumer market, says Clarke, to tar-
get businesses with far-flung opera-
tions, like shipping, trucking, oil
drilling and mining. Stitching together
those niche markets will sustain the
company, Clarke adds — neglecting to
mention that other companies have
found it difficult to find and sign up
those far-flung customers.

Details are scarce, with ICO-
Teledesic in a quiet period pending
the close of the merger, which should
come by the end of the year. But,
Clarke says, “You can see why in each
case people will buy the service and
why it will be easier and more prof-
itable for us to serve them than any-
body else.”

The larger Teledesic system will
likely undergo a major redesign
before its first satellite launches. Tech-
nological advances have made it
cheaper to send up fewer, bigger satel-
lites, and the original plan has already
gone through several revisions. If the
current scheme changes dramatically,
the company would likely have to
reapply for a spectrum license with
the Federal Communications Com-

104 THE INDUSTRY STANDARD

mission, according to Marco Caceres,
a senior space analyst for aerospace
consultancy the Teal Group. One pos-
sible scenario: The company may
simply stop with ICO and not pro-
ceed with the grand plan.

One test for the commercial viabil-
ity of satellite systems will be how
new consumer services, less grandiose
than ICO-Teledesic, fare. Launched
on Nov. 6, Starband, formerly Gilat-
At-Home, offers a 3Mbps service in
the U.S. Another startup, WildBlue, is
shooting for a 2002 launch. Both ser-
vices promise broadband Internet
access along with satellite TV.

ICO-Teledesic’s SEC registration fil-
ing makes for some eye-opening read-
ing: Under “risk factors,” it lists “dam-
age from meteors or collision with
other objects, and solar storms,” and
“political events in Russia, Kazakhstan
or Ukraine [that] may adversely affect
our satellite launches.” The biggest
challenge, however, will be to create a
reasonably priced service that stands
out from all other broadband connec-
tivity options — wired and wireless,
fixed and mobile — now in the works.
Other than established DSL and cable
modem providers, the company could
face planned satellite systems like
Astrolink, Hughes Spaceway and
SkyBridge.

Even for high rollers like McCaw
and Bill Gates, an early investor who
recently committed another $100 mil-
lion to the venture, it’s a big gamble.
But Clarke has shown himself willing
to take on other dubious businesses.
An avid soccer fan, he recently joined
the board of his hometown team, the
Leicester City Football Club. “It’s a
crazy business that doesn’t make
money, he laughs. “If the team’s doing
well, nobody cares who you are, and if
the team’s doing badly they throw fruit
at you because it’s all your fault.”

Leicester’s winning now, but Clarke
may yet have to get used to ducking
some flying missiles. mm
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Craig McCaw: $tarry-Eyed

raig McCaw is
known for his
ability to pick dark
horses, but has he
bet on the wrong
horse in satellite
technology?

In the *80s, McCaw gambled on
wireless and built the first nation-
wide cellular network, McCaw Cellu-
lar. In 1994, he sold it to AT&T for
$16.5 billion. In 1995, he invested in
the struggling Nextel, turning it into a
successful wireless service.

Now he’s championing an industry
where other major backers, like
Motorola (with Iridium) and Loral
Space Systems (with Globalstar),
have lost big. Satellite services have
yet to be effectively marketed, and
McCaw, a born marketer, could have
a better chance at landing the right
customers than technology-driven
companies like Motorola and Loral.

The ICO acquisition seems to
make more sense than an lridium
bailout, which McCaw considered
and rejected in February. One rea-
son: Iridium satellites were in orbit
already, and its technology made it
difficult to add support for data to
the voice service. ICO’s yet-to-be-
launched birds are designed to be
upgradable from their terrestrial net-
work of base stations.

Other possibilities loom. It’s been
said that McCaw is considering
acquiring satellite company Global-
star, should it go bankrupt.

Can these services find enough
customers to turn a profit? Will
McCaw once again find a willing
buyer to flip his investment to? Or
will ICO-Teledesic simply allow
“Craig McCaw and Bill Gates to call
each other on their islands,” as one
industry person quipped? It’s too
soon to tell. But McCaw has made it
clear that for now, he’s sticking with
satellites. — L.L.
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