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more likely as the sector develops.
While Teflon, for example, is not a
NASA product (contrary to popular
belief), thousands of other technologies used on Earth have sprung
directly from aerospace companies.
As entities with business and market
sense get involved in the industry,
such innovations are only likely
to increase.
All of this points to an exciting
future for the Russian space
industry, and it is one that the
Russian government appears to
recognize and wants to encourage.
Roscosmos itself has long since
stated its intention to transfer
responsibility for putting the innovative outcomes of space activity into
private hands, while Vasily Belov,
senior vice president for innovations
at the Skolkovo Foundation, has
said that Russian startups are likely
to be especially sought-after in the
space sector. Skolkovo’s aerospace
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efficiency becomes the primary
driver for awarding space contracts because private investment
makes up an increasing portion
of the space economy. The established system of how space works
in Europe is thrown off balance.
In an attempt to design Ariane
6 rocket to launch cost standards
set by SpaceX’s Falcon 9, ESA has
scrapped its fundamental principle
of geographic return for the production of the new launcher. The
significance of this step cannot be
overstated. It is the realization that
ESA has to draw every register, even
altering one of its core principles,
in hopes of maintaining Europe’s
competitiveness in space.
For now, the disregard of geographic return is limited to the big
but singular launcher sector, and
ESA would like to reinforce this
impression. However, the decision
was fueled by increased competition in the launcher sector. What
happens if competition increases
significantly in other sectors, such
as the satellite manufacturing
industry?
In January, news surfaced that
Elon Musk, working with and
funded by Google, wants to create
a constellation of about 4,000 small
satellites to provide global Internet
access. A new SpaceX factory dedicated to manufacturing satellites
will be created as part of that effort.
The Virgin Group, together with
OneWeb, has similar ambitions. It
is very likely that this development
will challenge the next major sector
in space: satellite manufacturing.
It is easy to imagine that Europe’s
satellite manufacturing industry
will experience a shock similar
to what the launcher industry is
experiencing now. It is also possible
that ESA will again try to increase
efficiency by disregarding the geographic return principle.
How would such a move affect
the desire of smaller European
nations to be members of ESA in
the long run? Geographic return
is a major incentive for these
nations to be a member of ESA.
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cluster, which currently has over 100
companies present, gives Russia a
strong presence in what will increasingly become the normal model for
progress in the industry.
Competition between states
drove innovation during the
previous century, but the “new
space economy” is likely to see
similarly rapid progress driven by
commercial competition, a fact
that will greatly interest investors.
As the number of those involved
around Skolkovo increases, a whole
pool of investment-worthy Russian
companies is likely to form.
With increasing global interest
in the space industry and appetite
for private investment growing,
not only for space exploration but
for innovation in space-related
products and services, this industry
is one to watch.

Andrey Yakunin is a London-based investor who
runs VIY Management, a private equity growth
capital and real estate investment firm.

If the policy does not exist, it is
questionable if these countries
want to continue to pay membership fees that benefit industries
in more-competitive countries.
A decline in the number of ESA
members is the likely consequence.
The very existence of ESA would
be called into question.
The EU does not have this
dilemma to begin with because contracts from the EU are awarded on
a competitive basis. The EU therefore has a strong case to increase
its authority in European space
since its infrastructure is already set
up to meet a competitive market.
But will geographic return
really become obsolete? In all areas
where commercial interests are the
primary incentive (for example,
Ariane and the European Data
Relay System), this outcome is the
most likely one. However, there
are other areas where commercial
considerations are not decisive.
Science and exploration missions
as well as human spaceflight are
examples. These areas have a good
chance to experience a continuation of the ESA principles because
they strengthen Europe as a whole.
In the end, ESA could remain
intact but lose many of its responsibilities. By refocusing ESA on
space science and human spaceflight, ESA has a strong case to
reassert its raison d’être since ESA
is already established in these fields,
in contrast to the EU. A second
option is to allow ESA to apply
geographic return to some projects
and disregard it for others. Thus,
less-competitive member nations
could still hope to receive a return
on their investment in ESA.
In 2016, the current agreement
for cooperation between the EU
and ESA expires. It remains to be
seen what the new agreement will
look like. The current signs point
at a shift in power toward the EU.

Clemens Rumpf is a researcher at the University
of Southampton in the U.K. on the topic of planetary defense. He has previously worked at DLR
and Airbus DS in Germany as well as ESA in the
Netherlands. This article originally appeared in
The Space Review, a SpaceNews affiliate.
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