Contract Fights Threaten EU Satellite 
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BRUSSELS, Belgium - A European plan to build a rival version of the U.S. global satellite navigation system, a project resisted by the Pentagon, could now crash on its own because of bickering over dividing up the contracts, officials said Wednesday.

"The horizon is not clear," said European Space Agency spokesman Franco Bonacina. "If we continue losing time, we get to the point where it's not worth even continuing the program."

Officials said the $4.2 billion project, dubbed Galileo, needs to launch its first satellites by 2005 or risk forfeiting the frequencies allotted by the International Telecommunications Union.
Since building and launching will take almost two years, the money needs to be released by this summer to meet that timetable, said Gilles Gantelet, spokesman for European Union Transport Commissioner Loyala de Palacio.

"We've got to prove that we have gone ahead to retain the frequencies," he said. "Right now we have not advanced."

EU officials also need to meet that deadline for Galileo to break into the market for satellite tracking before an upgraded U.S. Global Positioning System (GPS) goes online in 2008.
After numerous delays, the EU and the ESA, an independent agency based in Paris, last year pledged $638 million each in startup funds for Galileo. But the ESA has been unable to release its half because of internal bickering.

Germany, Italy, France and Britain initially sought 25 percent of the budget each - meaning a similar share of the contracts would come back to their home industries. After a 10-month blockade, agreement was reached in late March for the four to share 70 percent among them.

Spain, which initially sought 10 percent and saw its share cut to 9 percent under the compromise, refused to go along. The other contracts are divided among the remaining 10 EU members.
A spokeswoman at Spain's Center for Industrial and Technological Development could not be reached for comment Wednesday, but Spanish officials have previously complained they were being treated unfairly and left out of negotiations.

Several EU countries originally balked at Galileo's cost and questioned the economic viability of setting up a commercial competitor to the freely available GPS, the de facto global standard now widely used for navigation by everyone from hikers to ship captains and increasingly used in aviation.

But the project survived several near-brushes with death, boosted by claims that it would create 100,000 new jobs and - unintentionally - by U.S. lobbying against it.

After the White House and the Pentagon, which controls the 24-satellite GPS system, called Galileo unnecessary, European leaders warned that Europe risked "vassal" status to U.S. technology in space.
Bonacina said the ESA was working to find a solution to the latest money woes, but insisted the next step was up to Madrid. "Everyone believes that it's a good investment, but there's a risk that the whole project is lost," he said.
