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Globalstar satellite calls just 17¢ a minute

http://www.globalstar.com
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Mobile satellite communications company Globalstar is back in the fray, about to emerge from a complex restructuring. What does it have to offer shipping?
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Caption: The Globalstar coverage map as it currently stands. How much time does your ship spend under this coverage? 

BODY

Mobile satellite communications company Globalstar has slashed its prices for satellite calls handled through base stations in the US and Canada. 

There are five pricing plans. Under the lowest, users pay US$34.95 a month for 30 minutes (equating to $1.17 a minute) with additional minutes at $0.99 a minute. Under the highest, users pay $499.95 a month for 3000 minutes (equating to 17¢ a minute) with additional minutes at $0.49 a minute. All services apart from the cheapest have free voicemail.

The recommended list price of handsets starts at $599, rising to $3,000 capital cost for a fully marinised terminal. There is a $50 activation fee and call times are rounded up to the next 30 seconds. 

The call costs are higher for customers outside the US and Canada, but the intention is to bring all costs into this line. 

It is important to take into consideration the Globalstar coverage map (illustrated). Globalstar does not offer the global coverage of Inmarsat and Iridium. 

Having said that, whilst complete global coverage is very important for safety and routine operational communications in the maritime industry, it is not essential for all communications, as the success of Inmarsat mini-M (non global coverage) and cellular telephony (up to 20 miles from shore) in the shipping community has proven. 
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Financial restructuring

Globalstar is currently undergoing a financial restructuring, but is on its way out of it.  

In its second quarter results for 2002, the company had an operating loss of $21.2m, 33 per cent less than in the first quarter. The business was growing though; it had 75,000 subscribers at the end of June this year, nine per cent more than the previous quarter.

One of the components of the restructuring involves making moves to manage Globalstar’s own land satellite stations and distribution. 

In the original plan, several different service providers were involved in operating the satellite stations and distributing calls to end users (similar to the Inmarsat LESO system). 

However Globalstar is now making efforts to purchase the satellite stations itself, which is expected to lead to operating efficiencies and will also give Globalstar the power to define the rate.

“If we had it all over again we probably would have opted to retain control of the base stations,” comments Globalstar’s Mac Jeffery. "It sounded good in theory -- it was a nice theory -- but the fact is it gives you less control over the situation. We're now reversing this situation."

The satellites have a 10 year projected life; with the first satellite launched in 1998, this gives them until 2008. But Globalstar claims that it is not concerned about the problem; it has two spare satellites in orbit and eight more on the ground. “If a few of them start to blink out in 2008-9, we have loads of time to fix the problem,” says Mr Jeffery. “By the year 2008, our business should be well, well, well along.” 
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Service to shipping

It is the higher quality and reliability data services which, Globalstar believes, will make its service most compelling to the maritime industry.

“Our experience has been that commercial shipping customers have, from the very start, said that they absolutely require data,” comments Mr Jeffery.

“It’s not the bulk of their use of satellite telephony; most of it is used for voice communications. But the data communication is vital to them. It’s not a lot of data but it’s really critical,” he says.

Despite the non-global coverage, Globalstar claims that 75 per cent of commercial shipping takes place underneath Globalstar coverage area. 

Globalstar does produce a payphone system that can be installed onboard vessels. The system is fitted onboard a fleet of tankers operating between Alaska and the US West Coast, with five telephones onboard, of which one is a payphone for crew use. 

Another major customer is Shell Oil in Eastern Russia, which is using the phones in oil and gas drilling and transportation.  
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A business to business model

Globalstar is proud of the fact that it has always seen business usage as its main customer base, and, unlike Iridium, did not fall into the trap of believing that there is a large market for people wanting satellite phones for consumer use. 

“This is not meant to be a luxury product,” says Mr Jeffery. “This is for business - to help people stay in touch.”
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How the satellites work

It is useful to understand how the communications system works, in comparison with rival Iridium. 

Calls are bounced from the Globalstar handset up to a network of satellites orbiting at 1,414 km altitude. From there, they are bounced back down to earth again. 

There is no onboard processing and switching inside the Globalstar satellites; compare this with the complex Iridium system, where calls are bounced from satellite to satellite.

This technical difference means several advantages and disadvantages between Globalstar and Iridium.

Because calls are just sent to the satellite and back down to earth, and the satellites are just 1,414 km high, there is a limit as to how far the user can be from a satellite ground station in order for the system to work: approximately 3,000 km. This means that the system can only be used under approx 3,000 km from a satellite gateway. 

However this also means that the call quality with Globalstar is much better, because the call goes simply from the mobile handset, to the satellite and back down to earth where it goes into a terrestrial telephone system. There is no bouncing of calls from satellite to satellite, which can lead to delays, call drop outs and loss of audio clarity. 

Globalstar has a much shorter time delay than on Inmarsat, where the telephone call has to travel 36,000 km to a satellite and 36,000 km back down again, total distance 72,000km. 

With radio waves travelling at the speed of light (300 000 kilometres per second), this means that it only takes 0.2 seconds for calls to go to an Inmarsat satellite and back; not a great deal but enough to be noticeable. 
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The Frost and Sullivan report

Globalstar commissioned an independent survey into how much better Globalstar was than Iridium from Frost and Sullivan.

The survey makes no mention of the fact that Iridium’s coverage is completely global whilst Globalstar’s is far from global. But it does reveal the following: 

The first attempt call completion rate was 97 per cent for Iridium and 100 per cent for Globalstar (test: to get through first time).

During calls of average duration 8.6 minutes, 18.4 per cent of Iridium calls were dropped (i.e. cut off mid call) and 2.6 per cent of Globalstar calls.

The average assessment of audio quality was 3.1 for Iridium and 4.0 for Globalstar. In 23 per cent of Globalstar calls, the quality “could be described as equivalent or better than a cell phone” the report states.

When it comes to data, Globalstar is much faster than Iridium, the report found. For dial up connections, the average data rate (not including compression) was 2.19 kbps over Iridium and 6.31 kbps over Globalstar, with 70 per cent of downloads successful over Iridium, compared to 100 per cent over Globalstar. 

In packet data mode, Iridium performed better, with average data rates of 7.5 kbps for highly compressible files sent in packet data (Iridium is good with packet data, because the data can be sent from satellite to satellite in packets, and the system has inbuilt compression). This compared to 7.5 kbps for highly compressible packet data files over Globalstar.
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Why choose Globalstar? 

Taking all of this into consideration, the argument for Globalstar in the commercial maritime industry is fairly straightforward.

Ships will still probably want to have an Inmarsat voice terminal onboard, which they can use for mission critical phone calls that may need to be made at any time. 

Of course they can use Iridium for voice phone calls at any time and place, but only if they are happy with the call drop out rate. 

For data, if ships want totally global service, they can either send data expensively through their existing Inmarsat –B terminals ($2.89 per minute off peak by Xantic pricing; if they get the full 9.6 kbps this equates to $5 per megabit). 

Alternatively they can invest in an Inmarsat Fleet terminal (average capital investment $25,000, communications costs $4.60 per megabit over MPDS, a theoretical $2.39 per megabit over 64 kbps ISDN, by Xantic pricing). 

Alternatively they can use Iridium for data. Reports of Iridium’s data communications quality are conflicting. Globalstar’s report estimates that only 70 per cent of Iridium data downloads are successful for a 151 kb file. 

However if ships are content with a regional service for the bulk of their data, and many ships are (judging by the success of Inmarsat mini-M), then that is where Globalstar comes into its own. 

Under the same pricing plans announced above, they can send an estimated download speed of 6.02 kbps (the effective data speed for Globalstar's 9.6 kbps service) at costs which can fall to as low as 17¢ per minute, equating to just 47¢ per megabit. If users have a lower volume plan paying $1.17 a minute then the cost per megabit rises to $3.23, still cheaper than Inmarsat Fleet. 

And the capital costs are just $599 for the cheapest handset (rising to $3,000 for a standard marinised handset), plus $50 activation fee, much cheaper than purchasing an Inmarsat Fleet terminal. 

