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Satellite Radio 


Satellite radio is the radio industry’s first major technological innovation since FM radio broadcasts emerged in the 1970’s.  This new form of radio is a satellite based direct-broadcast radio service.  Digitally encoded material is broadcast to receiver from either an orbiting satellite or from a repeater station.  The two companies that have utilized this technology to offer subscription based music programming are XM Satellite Radio and Sirius Satellite Radio.  Both companies provide digital programming channels with coast to coast coverage for a monthly fee to subscribers.  Two key benefits that Satellite Radio offers over traditional AM / FM stations are that Satellite radio offers a much wider variety of musical programming than traditional AM / FM radio stations and the music programming is interrupted by far fewer commercials.
XM Satellite Radio, Inc.

XM Satellite Radio, Inc. was founded in 1992, but didn’t hit the airways until September 25th, 2001 with its first broadcast in San Diego and Dallas / Ft. Worth.  XM runs programming on 100 different channels offering content from that found in the mainstream to content targeted towards niche segments like disco, comedy, and blues.   By the end of 2003, XM expects to have more than 1 million signed up with each subscriber paying $9.99 per month after purchasing a $300-500 receiver.  XM has formed strategic partnerships with General Motors, Sony, Clear Channel Communications, and Direct TV, trading equity in exchange for the benefits they are able to provide to XM Radio’s business model.  XM will require 7-8 million customers to reach breakeven on an operating cash flow basis, which many forecast XM to achieve in 2005 or 2006.
Technology Utilized by XM Radio
Satellites   XM operates two satellites called “Rock” and “Roll”.  Rock and Roll are the most powerful commercial satellites ever and were built by Boeing.  Rock and Roll are positioned over east and west coasts and both keep the entire contiguous U.S. continuously within broadcast range.
Receiver   The XM Radio, like the convertible Delphi SKYFi Radio, requires no more space than a conventional radio, and operates with your choice of fixed or detachable antenna and a remotely mounted small XM receiver box.  Different vendors brand XM satellite radio and resell it through stores like Best Buy.  With the XM radio, the user never has to change the station.  The signal is bounced off receivers and repeater stations using the “S” frequency band.  Weather does not interfere with the signal.  The antenna is “omni-directional”, however it does require line of site to the satellite for the signal to be transmitted.  To combat this problem, the receiver often “buffers” several seconds of the programming to insure continual reception, even when users enter tunnels.  
Broadcast    In addition to corporate headquarters and broadcast facilities in Washington, D.C., XM has broadcast facilities in New York and Nashville.  These facilities collect digital content from sources around the nation and then broadcast it to the satellites.   XM delivers near CD quality sound consisting of 101 channels of music, news, talk, sports, comedy and children's programming.
Applications for Satellite Radio Technology


Currently, the Satellite Radio technology has been used for applications in both the car and the home.   However that are many untapped markets that could take advantage of this technology for delivery of music.  Some of these possible markets are airplanes, mass transportation such as subways and buses, hotels, and cell phones.  

Competitors in the Satellite Radio Market


The main competition to satellite radio remains traditional, analog AM / FM radio.  Switching to satellite radio requires not only the customer to become knowledgeable about satellite radios existence and mode of operation, but also requires that customers realize and value the differences in service.  In addition, satellite radio must also compete with more traditional forms of music distribution such as audiocassettes and compact discs.  
Currently, Sirius is XM Radio’s main competitor in the subscription based satellite radio service market, going after the same target customers that XM does. However, industry analysts predict that soon satellite radio will also be competing with Internet Radio as well as music programming offered by cable or satellite TV providers.  


Readings
Required

· Satellite Radio.  Harvard case. March 12, 2002.

· A Sound Idea.  Andrew Barry.  Barron’s Feb 17, 203. Vol. 83, Iss. 7; pg 17-19.

· XM Radio Website

http://www.xmradio.com  


      Visit website and investigate XM’s business model.

Look at how XM radio works.

Follow links for Programming, Satellites, Car and Home Units.
· XM vs. Sirius  

http://auto.consumerguide.com/auto/editorial/features/index.cfm/act/feature18 

Optional

· XM Radio: eXcellent, eXpensive - 
http://www.hostingtech.com/geek/02_05_xmradio_print.html
· XM Fan club 
    
http://shop.store.yahoo.com/xmfanstore/xmradiotshirts.html 
· XM Radio Builds Tight B2B Links http://www.computerworld.com/printthis/2002/0,4814,72030,00.html 

Study Questions

1.  What is Satellite Radio and how does it differ from traditional AM / FM radio channels?   What are some of the advantages and disadvantages of this technology?  Is Satellite Radio a disruptive technology?

2.  Identify the components and relationships of a Satellite Radio system network.  Identify some of the risks as well as the implied assumptions to make this work.  Where are the costs coming from?

3.  Evaluate the dynamics of the Satellite Radio industry.  What are the strengths and weaknesses of the business model? What is critical for the success of XM radio?

4.  Where are some the current applications of the technology?  Come up with some creative future applications of XM’s satellite technology as well.  How can XM grow?
