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Preface

The financial and economic crisis is still an issue of great concern for the global

space sector.While space activities fared quitewell during thefirst year of the crisis,

effects on public programmes and commercial activities might still become more

visible in the future, when public budgets have to be confirmed and when

investment cycles in the private sector are completed. So far, however, the

governments as well as the companies in the sector have kept to their promises

and have been able to evenmodestly increase their business. This shows that space

is regarded on the governmental level as a strategic asset and that it has generated a

robust market, which through its services in telecommunications, direct broad-

casting, navigation and Earth observation still has a huge potential that can be

even further tapped during a situation like the global crisis. Europe is well

positioned in this context, but the largest dynamic can be seen in emerging

countries, which are partners, markets and competitors at the same time. But so

far, growth in the space sector has allowed for beneficial international cooperation

and joint economic growth. Europe is taking strong efforts in further developing

its internal structures for governing space activities efficiently and seeing a

competitive industrial base with manufacturers, operators and service providers

grow.

One remarkable event in the timeframe that to is covered by the Yearbook – the

period from July 2009 to June 2010 – has been the issuing of a new U.S. Space

Policy. A rare expression of a comprehensive approach to all space activities, this

document has become the point for extended analysis. While it contains remark-

able statements and also changes from the last document of its kind, its impact

will have to be seen only in the future. More immediate impacts and concrete

effects had a number of policy discussions and events, which all are related to one

of the largest issue area for space applications: natural disasters, where space plays

a crucial role in their mitigation and related global discussions, as the Summit in

Copenhagen, epitomising the problem of climate change. Through this, space

received a large visibility and demonstrated its impact. It is for this reason that the

thematic title of this Yearbook reflects on �Space for Society�, since the application
issues – not only for disaster management but also for other areas such as

telecommunications, navigation andEarth observation – are highlighted through-

out this volume.

As usual, the Yearbook on Space Policy comprises three parts. The first part

shows an overview on the global space endeavours. It is prepared in-house in

ESPI and it contains the whole spectrum of actors, issues, policies and economic

v



developments.While its perspective is European, is provides an analytical whole

of space around the world. The second part again contains contributions from

highly distinguished experts in the field. We have been able to assemble

personalities mainly from the academic sector, adding also views from agencies

and users. Issues which are covered have been highlights during the period of

mid 2009 to mid 2010, of course reflecting on the new U.S. Space Policy and

the Copenhagen summit, but also highlighting important European issues, like

Galileo or the Lisbon Treaty, and in addition looking into international relations

and benefits from space activities for societies world-wide. For this purpose, we

have again invited contributors from within and outside Europe, thus showing

that the network established by ESPI, the European Space Policy Research and

Academic Network (ESPRAN) is getting more and more global. The third part

of the Yearbook maintains the additional character of the Yearbook as an archive

for space activities. Again prepared in-house in ESPI, a chronology, a bibliog-

raphy and data about institutions is provided, where readers of the now four

volumes of the Yearbook can identify statistical developments and trends.

An important milestone in the preparation of the Yearbook was again ESPI�s
Autumn Conference, where the authors met for an exchange on drafts of their

contributions. Having taken place in Vienna in September 2010 and sponsored

by the German Aerospace Center DLR, it provided the forum for a constructive

exchange and coordination of the contributions. We appreciated very much the

excellent discussion culture at that meeting, which lead to new insights and

shared analyses. The discussions at the Autumn Conference were additionally

supported by members of ESPI�s Advisory Council (its Chairman Herbert

Allgeier and its member Alfredo Roma), which also acts as the Editorial

Advisory Board to ESPI�s book series and theChairman of its General Assembly

(Harald Posch). Thanks also go to Johannes Pseiner, Conor Francois and

Renaud Abram.

Kai-Uwe Schrogl, Spyros Pagkratis, Blandina Baranes

ESPI Editorial Team
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THE YEAR IN SPACE
2009/2010



European space activities in the global
context
Spyros Pagkratis

1. Global political and economic trends

In 2009 the global financial crisis entered a new stage, in which the adverse effects

of last year�s credit crisis started toweigh onworldwide economic activity. The year

was marked by a fall in global industrial production and trade activity and a

consequent steep rise in unemployment. However, the first signs of improvement

also made their appearance, as bank earnings and capital levels began to rise again

and GDP growth started to return, although it is not expected to reach pre-crisis

levels for several years. In 2010 this trend is expected to continue, but economic

recovery will be slow and precarious. This year�s economic policies are expected to

focus on continuing the reform of the financial and banking system, rebalancing

the patterns of global trade, boosting private consumption, enhancing interna-

tional cooperation and restraining unemployment rates before they change from

cyclical to structural. The pace of economic recovery is expected to be slow and very

different from country to country. Emerging economies will exit the crisis at a

quicker pace than advanced ones, but the whole process will remain fragile and

extremely vulnerable to adverse events such as rising commodity prices, geopoliti-

cal events, or a resurge of protectionism.

1.1. Global economic outlook

In 2009 the global economy appears to be expanding again and this trend is

expected to continue in 2010. At present, Asian economies seem to be the driving

force behind global economic recovery, whereas stabilisation and modest im-

provement is the case elsewhere. Apart fromAsia however, recovery is projected to

be weak and slow by historical standards and GDP growth will remain well below

pre-crisis levels until 2014 at least.1 For 2010 global activity is expected to expand

by approximately 3%, after a 1% contraction in 2009. Growth in emerging

economies will be significantly higher.2 This sluggish recovery will be marked

by long lasting post-crisis characteristics such as low inflation, a drop in private

2
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consumption and investment, and a steep rise in unemployment which may

become structural.Markets and financial institutions have been stabilising andwill

continue to do so in 2010. Nevertheless, market financial stress and risk aversion

will remain elevated for the foreseeable future, whichwill put considerable stress on

households and medium-size enterprises, and will consequently continue to

increase bank loan delinquencies. On the upside, international capital flows are

on the way to recovering.3

In the financial sector the year has beenmarked by a slow return of risk appetite

that has led to considerable currency fluctuations, with the Euro strengthening

its position against both the Dollar and the Yen on the second half of 2009,

before falling again in 2010. Bank loans to the private sector however are still

stagnating, especially in advanced economies. In fact, credit risks remain elevated

and the sustainability of bank earnings is still precarious at best: in October

2009 global bank write-downs were estimated to reach $2.8 trillion and more

than half of this amount has not yet been recognised. The bulk of these losses

are attributed to U.S., UK and Euro zone banks. In addition to this, a further

$1.5 trillion wall of maturing dept will have to be met by 2012.4 By comparison

to European banks, U.S. banks have deleveraged faster and this may help credit

conditions in that country to ease sooner. Nonetheless, financing conditions for

consumers and medium-size companies in developed countries are expected to

remain difficult.

In the second half of 2009 global markets continued to stabilise and this is

expected to continue in 2010. Even though investment will not attain pre-crisis

levels in the foreseeable future, a certain risk appetite has returned. For the

moment, however, market recovery seems fragile, a number of financial stress

indicators remains high and the fear of a possible reversal weighs heavily on

investors. In the context of the credit conditions described above, global markets

are thought to remain extremely sensitive to external factors such as geopolitical

events or real-estate-related shocks. Real-estate in particular will continue to put

pressure on bank balance sheets, whereas subsequent low construction activity is

expected to create additional risks for the financial sector in general.5

On a global scale inflation moderated to 1% in mid 2009 down from 6% a year

earlier and is expected to remain low in 2010 as well. Inflation rates in emerging

economies varied considerably from region to region, dropping in Asian countries

and rising in East European ones. Advanced economies are still facing mild

deflation risks as the pace of economic recovery remains slow, even though

inflation rates are expected to rise above zero in 2010. Deflationary dangers in

these countries are aggravated by the fact that interest rates have been brought close

to zero and there is little room left for additional financial stimulus frommonetary

policy measures.6

1. Global political and economic trends
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Unemployment rose throughout 2009 and is anticipated to continue rising in

advanced economies throughout 2010. Both in the U.S. and the Euro zone,

unemployment rates are anticipated to exceed 10% in 2010. Non-financial

corporations and medium-size companies will continue to lay off workers due

to the aforementioned difficult financial conditions. Countries with proportion-

ately greater construction sectors will suffer even greater job losses. Euro zone

countries are projected to face higher unemployment rates than the U.S. (up to

12% in 2010) due to a more sluggish recovery and a less adjustable job market. In

the medium-term, historical evidence suggests that in the aftermath of major

economic crises and the protracted recovering period that succeeds them, unem-

ployment can become structural and difficult to deal with.Thismight be the case in

the Euro zone, where unemployment rates are not expected to fall bellow 10%

before 2014 at the earliest.7 In any event, rising unemployment will pose a major

challenge to all advanced economies throughout 2010.8

As a result of the above-mentioned factors, governments worldwide will

continue to implement extraordinary public support measures for financial

institutions well into 2010. Thesemeasures however will have to face the challenge

of transforming from short-term financial stimulus schemes to medium-term

comprehensive reform policies. Formulating these policies faces three major

challenges: rallying the necessary public support, choosing the right timing, and

respecting as much as possible macroeconomic budgetary and fiscal constraints.

Indeed in 2009 and the first half of 2010, public support for the recapitalisation of

financial institutions diminished considerably, especially in advanced economies.

Public opinion is becoming more and more sceptical on measures that are

perceived as generous government bailouts for firms that were largely responsible

for the credit crisis in the first place.9 This development, in conjunction with

increasing unemployment, will make governments reluctant to increase recapi-

talisation measures in the face of mounting political pressure to do the opposite.

In 2010, political considerations together with an improving financial environ-

ment will push governments to consider lifting the extraordinary monetary

accommodation that they offered to financial institutions in 2008. It seems that

the most difficult task ahead will be to carefully choose the timing of this decision.

If the unwinding of public intervention comes too soon, it will place the progress

made in 2009 in jeopardy. If it is protracted for a longer period than necessary, it

will distort market incentives and create fiscal problems for national budgets.10

Although monetary accommodation measures are likely to stay in force through-

out 2010, governments will probably have to decide on this matter before the end

of the year.

Finally, lifting recapitalisation measures will have to be accompanied by

medium term policy decisions on reforming the financial sector framework, while

Part 1 – The Year in Space 2009/2010
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restructuring fiscal policies to accommodate the large public dept that the crisis

generated in many countries. Prudent macroeconomic decisions will have to be

made on both issues in 2010 and this development is already under debate both on

a national and an international level. In fact in 2009, there has been an unprece-

dented level of international cooperation in tackling the credit crisis aftermath. In

2010, this cooperation is expected to expand into taking specific regulatory

decisions on reforming the financial sector operating framework, stabilising the

economic circle, and avoiding financial protectionism. Indeed, protecting public

finances and especially central banks� balance sheets already became a key plank of

economic measures in the second half of 2009, and this is expected to continue. In

conclusion, the main challenge that advanced economies are facing in 2010 is the

need to find room for adequate macroeconomic countercyclical policies in the face

of fiscal problems caused by accumulated public dept during the crisis period.11

One of the key trends in 2009 and 2010 has been that emerging economies have

entered recoverymuch faster and easier than advanced ones. This is particularly the

case for China and India, which escaped a severe recession.With considerable help

from its robustfiscal position and the overall health of its banking sector, China has

initiated large policy stimuli (up to 5% of its GDP in 2009) and successfully

managed to overcome the fall of its exports, which in 2009 were reduced by 30%

compared to 2008. This was mainly achieved through boosting domestic demand

(private credit rose by 25% in the first half of 2009) and undertaking major

infrastructure and industrial retooling projects. This led to an 8.4% GDP growth

in 2009 and a continued expansion in 2010.12

In fact, China has been the driving force behind the recovery of the entire SE

Asia region, where capital flows resumed in 2009 and markets rose sharply.

Nevertheless, given the slow pace of recovery in advanced economies, it remains

unclear whether Chinese growth will be able to sustain itself beyond 2010 without

an adequate increase in exports. At the same time, boosting domestic demand by

prolonged credit growth may increase inflationary pressure in the medium term.

The Indian economy grew at a somewhat slower pace in 2009 and 2010 as well, at

an annualised rate a little above 6%. Growth has been facilitated by adequate

monetary policies and a relatively smaller dependence of the Indian economy on

exports.13

In 2009, Russia experienced an estimated 8.7% contraction of its GDP.14 This

development was the result not only of the world credit crisis, but also of the fall of

the oil price that occurred. Low oil prices caused a considerable surge in capital

flows in the first half of 2009, which led to an important 5.9% depreciation of the

ruble, but this trend was reversed in the 4th Quarter, following a rise in oil prices

and a considerable increase in exchange and gold reserves.15 Domestic demand in

the country fell sharply, followed by production (�12.6% in tradable goods in
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2009) and investment. Unemployment adjusted to 7.6% at the third Quarter of

2009, from 9.2% at the beginning of the year and it is projected to remain stable in

2010 as well. From the fourth Quarter of 2009 industrial output has been

improving slowly and consumption has been regaining lost ground, but real wage

reductions and tight credits have caused non-tradable goods production to

continue stagnating. At the same time the credit market is not expected to ease

throughout 2010.16

In economically advanced countries the pace of economic recovery has been

considerably slower. In the U.S. the financial situation has been stabilising

throughout 2009 and the first Quarter of 2010. GDP contraction has been

slowing down from�6.4% at the beginning of 2009 to a 2.2% increase in the third

Quarter.17 On an annual basis, the U.S. economy is expected to contract by 2.45%

in 2009, but a modest growth of 1.5% is expected for 2010. Although economic

stabilisation is likely to continue, growth will probably not exceed the rate of 2% in

the medium turn. In the mean time, credit conditions remain uncertain and

unemployment has risen to the highest rates since the early 1980s (in 2009 it is

expected to reach 10% on an annual basis). The greatest challenge for the U.S.

economy in 2010 is to prevent high cyclical unemployment rates from becoming

structural, as well as addressing long-term imbalances in public, corporate and

household expenditures.18

In Europe, recovery seems to bemore sluggish than in the U.S. The Euro zone

did not emerge from recession before the end of 2009, and it is predicted to attain

growth rates less than 1% in 2010. Further growth will only be attained gradually

and in the medium-term. Unemployment reached 10% in 2009 and might reach

12% in 2010. Credit in the Euro zone remains tight due to the greater role of

banks in the financing system, as well as major exposures to cross-border risks

regarding banking activity in Eastern Europe. Emerging EU economies, such as

those of the Baltic States, Bulgaria and Romania, have been hit particularly hard

by the crisis, whereas countries with moderate current account deficits or

surpluses have shown more resilience.19 In 2010, public expenses in most EU

countries are deteriorating sharply, and addressing this problem will be of great

importance. Containing the rise of unemployment and supporting demand

under strict budgetary restrictions will prove a major challenge in 2010 for most

European countries.

In Japan, stabilisation started in the second half of 2009 and continues in

2010.20 After a steep GDP drop (�11.9%) in the first Quarter of 2009, modest

growth (2.7–1.3%) returned during the rest of the year and continued in 2010.21

Unemployment rates throughout the aforementioned period remained high by

Japanese standards, hovering above 5% on an annual basis in 2009, while at the

same time real wages continued to decline. Corporate and bank profits were
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substantially reduced andmild deflationary pressures appeared on prices. Business

investment continued falling and uncertainty about the future of the economic

outlook remained high among both investors and consumers. Nevertheless,

industrial output has been increasing since the third Quarter of 2009, profiting

mostly from the rise of regional commercial activity, and consumption has been

increasingly showing signs of improvement.22 In general terms, recovery in Japan

is following the slow and gradual path witnessed in the rest of the advanced

economies, with the addition of a relevantly elevated deflation risk.23

1.2. Political developments

1.2.1. Security

Security is a field in which space systems are vital. For the purposes of this report,

security is defined in its traditional narrow definition related to defence and the

ability to effectively engage in military operations. A broader definition of security

is briefly discussed in section 1.2.5. Satellite systems are identified as key enablers

of military capabilities. These space applications include image and electronic

surveillance gathering, communications, meteorological and navigation/position-

ing data, among others.

A major development in 2009 and 2010 was the rapid deterioration of the

security situation in Afghanistan. Taliban insurgents considerably improved their

operational and logistics capabilities in the aforementioned period, resulting in a

record high number of casualties for the ISAF coalition forces in the country.

These amounted to 520 dead in 2009, a significant increase from 295 in 2008.

During the same period, U.S. forces casualties marked a 100% increase, to 316.24

The bulk of fatalities was attributed to improvised explosive device attacks, which

were up by 60% from the year before. Civilian casualties also increased by 12%.25

The total number of such incidents exceeded 7,200 from 4,169 in 2008, whereas

their average explosive charges and destructive capability doubled.26

For the first time since August 2009, Taliban insurgents launched a series of

suicide attacks inside Kabul. On 28 October 2009 a United Nations personnel

residence came under an attack that resulted in the loss of 5U.N. staffmembers.As

a direct result of this incident, more than 340 U.N. personnel members were

relocated outside the country, seriously downgrading theU.N. assistancemission�s
performance in the area.27 Taliban forces also resumed their intimidation tactics

against the local population with a series of targeted assassination attempts. The

overall deterioration in security conditions crippled the United Nation�s humani-

tarian aid and reconstruction programmes.28
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Security conditions in the country were also affected by mounting political

instability. On 19 November 2009, Afghanistan�s President H. Karzai was finally

inaugurated for a second term. This development ended two months political

turmoil between the President and his principal political opponent Dr. Abdullah

over the latter�s accusations of electoral fraud in the 20 August presidential ballot.
President Karzai was proclaimed the winner of the electoral process only because

his opponent refused to participate in the second round. However, the run-up to

the finalisation of the result increased civilian unrest and paralysed the govern-

ment. Consequently, public confidence in the country�s reconstruction and future
also waned.29

In the midst of these negative developments, the U.S. President announced on

1 December 2009 a new strategy for Afghanistan. He announced the dispatch of

an additional 30,000 troops reinforcement to the country. At the same time,

PresidentObama reiterated his plan to begin the gradual withdrawal of U.S. forces

from the country by July 2011. The additional forces proposed would increase

annual war costs by $30 billion, or almost by 50% in comparison to the current

budget.30

The new U.S. policy in Afghanistan followed from a comprehensive strategy

document released on 27March 2009.The new strategy widened the scope ofU.S.

objectives in the region by including neighbouring Pakistan in its scope of

operations. It also recognised that the Taliban principal logistics and command

posts were concentrated in Pakistan�s border regions with Afghanistan. The

proposed action plan included disrupting terrorist operations inside Pakistan,

while at the same time increasing military and political assistance to that country.

Supporting Pakistan would also involve increased financial cooperation and

government building measures to promote democratic rule in that country. The

new U.S. policy also called for state building actions in Afghanistan itself,

including a new strategic communications and joint civilian-military counterin-

surgency strategy.31

Another issue that continued to provoke tensions on the international scene

was the negotiations regarding the Iranian nuclear programme. On 18 February

2010, the International Atomic Energy Agency (IAEA) published its latest

regular two month revue of Iran�s atomic energy related activities, in the

framework of the relevant U.N. Security Council resolutions. In this document,

the IAEA clearly stated that Iran was not cooperating in the verification of the

peaceful purposes of its nuclear programme. Furthermore, the Agency found

that Iran had failed to meet the requirements set by the U.N. Security Council in

order to provide assurances for the nature of its programme. Finally, it particu-

larly took notice of the continued operation of the enrichment facilities in

Natanz.32
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