



Martine Rothblatt and
UCLA Anderson’s Greatest AMR Project


[image: ]
Martine Rothblatt (left) and UCLA Anderson Dean Judy Olian (right)

By Michael Hirshman

Ed. Professor Marvin Lieberman

July 2014




	In the fall of 1980, Martine Rothblatt and three UCLA MBA classmates set out to work on their AMR project.[endnoteRef:1] That year, Hughes Space and Communications had contacted UCLA seeking to engage an MBA student team. Martine had long been passionate about aerospace, so she was eager to work with Hughes. Her three classmates agreed to go along and they formed an AMR team.[endnoteRef:2] As she recalled years later, “Nobody else on the team had any objection.  So what I learned is a lot of times leadership is simply being willing to take a [step] in front of the others and people naturally will want to follow along with the leader.”[endnoteRef:3] [1:  AMR is short for Applied Management Research. AMR is UCLA Anderson’s master’s thesis that consists of extensive field research and a final report. When Rothblatt went through the program, it was known as “field study” rather than AMR. For the ease of current readers who know the program as AMR, the term AMR is used throughout this paper.
Martine worked with Dmitri Nibbs (MBA ’81) and two other Anderson classmates.]  [2:  Unless otherwise indicated, information and quotations cited in this paper come from Martine Rothblatt’s January 27, 2014 talk at UCLA Anderson School of Management. An effort has been made to stay as close to verbatim as possible from Rothblatt’s remarks while also capturing the narrative. The event’s moderator was the Anderson School’s Dean Judy Olian. A recording of the talk is available at https://www.youtube.com/watch?v=rSZ3cWe9IKk.]  [3:  Martine Rothblatt, interview by author, Sept 12, 2014.] 

	Hughes was a pioneering aerospace company. Based in El Segundo, it was a several billion-dollar company. Martine recalls how impressed she was that the AMR office had set up the team to meet Hughes’ head of finance. Years later, Rothblatt recalled going into that meeting and feeling tongue-tied. [endnoteRef:4] Hughes executives explained to the team how Hughes was then building satellites for the US government but wanted to build satellites for other countries.  [4:  "Hughes Electronics Corporation".  Encyclopedia Britannica Online. Encyclopedia Britannica Inc., 2014. Web. 27 Jul. 2014
<http://www.britannica.com/EBchecked/topic/850245/Hughes-Electronics-Corporation>.] 

Hughes’s Chief Scientist, Harold Rosen, had recently found a way to focus a satellite beam on more specific geography than previously.  This was critical as satellite power on the ground was limited by lack of geographical focus.   Hence, if a satellite were to spread its beam on a wide area, its signal would be weak and diluted requiring consumers to have large and costly receiving dishes. However, if the satellite focused on a smaller area, its signal would be much stronger meaning consumers within that area could use smaller and cheaper receivers. Hughes would gain access to a rooftop satellite dish market that would be far larger than the institutional market they would otherwise have.   
With the technology of the day, and absent a focusing of the satellite’s beam, there was no satellite powerful enough to cover a continent with enough power for inexpensive receiving equipment. Rather, if Hughes were to launch a satellite, the company would need to focus a satellite beam upon one or two countries to enable inexpensive receiving equipment. Hughes asked the AMR team to develop a quantitative way to determine, if Hughes put up a satellite focused on South America, which countries should they target? As Rothblatt later recalled, “The problem was that [Chief Scientist Rosen] had no idea which country [to focus on].  He was not a marketing man.  He was a satellite engineer.  And nobody at Hughes had even ever thought of such a topic.  Like, ‘How do we pick which countries will be the best market for satellite communications?’”[endnoteRef:5]  [5:  Martine Rothblatt, interview by author, Sept 12, 2014.] 


***

The AMR team then began work. They developed an algorithm that would incorporate United Nations statistics about each specific country. The algorithm then output how attractive the country was for a Hughes satellite to target. The UN data used by the algorithm included social, cultural, and economic information about that country.[endnoteRef:6]  Rothblatt’s team benefited from the fact that UCLA was among the first business schools to have a computer. The AMR team’s algorithm was processed using that machine, which utilized the algorithm to deliver the team’s results.  [6:  A specific data point, for example, was the UN figure on how many phone lines per hundred inhabitants the country had.] 

Recalling the experience, Rothblatt noted the algorithm was truly original work:

We developed it through brainstorming, through meetings – people would say it should be this demographic or that demographic, this metric or that metric – and then others of us would challenge each other and say [for example] how do we know that this is going to correlate with the demand for communications service. So it was a lot of library research, field research, we also interviewed everyone at Hughes Communications to get the human knowledge component.

The AMR team labeled their report PanAmSat. The report given to Hughes laid out their mathematical method to decide which South American countries would be the best markets for satellite communication services so Hughes could predesign their satellite to focus its beam on those particular countries. 
	The team was asked to present its report to the top executives of Hughes Communications Services, Inc., which included members of its Board of Directors. Chief Scientist Rosen asked the team pointed questions. He was particularly interested in the team’s choices of metrics. For instance, he would ask why the figure for televisions per hundred inhabitants would correlate to the number of satellite dishes the market could support. Rothblatt recalls that the report received an A-grade.
Rothblatt stayed in touch with Hughes executives after the completion of AMR. Hughes, however, did not go forward with the South American satellite plan envisioned in the report. It was never clear to Rothblatt why. However, she speculates that Hughes had decided to focus on the US market. For Rothblatt, the experience proved an early exercise in leadership where she had taken charge of the AMR team. As she recalls, “what I really learned through that AMR process was that if I’m willing to take a risk, take a chance, go out in front of the group that that’s not a bad thing. That’s not being a nail that gets hammered down.  That’s in fact being more like a magnet that attracts people to them.”[endnoteRef:7] [7:  Martine Rothblatt, interview by author, Sept 12, 2014.] 


***

After finishing her MBA and JD at UCLA, Rothblatt took a job in Washington DC with the capital’s biggest law firm, Covington and Burling.[endnoteRef:8] When the firm saw she had done her AMR project on satellites, she was assigned to work on satellite issues. Covington and Burling’s clients included many of the giant terrestrial broadcasters like NBC, CBS, and ABC. They worried that satellite television would siphon away viewers from their programming. Rothblatt’s described her legal work as thinking up reasons why the Federal Communications Commission should not approve satellite television providers. To Rothblatt, such work for powerful firms seeking to maintain their monopoly felt “sacrilegious.” [8:  “Firm History.” Covington and Burling. Accessed 27 July 2014. http://www.cov.com/about_the_firm/firm_history>.] 

Nonetheless, the legal work offered Rothblatt exposure to the satellite industry and she attended communications conferences. At these gatherings, she would seek out satellite entrepreneurs and share with them her business plan adapted from her AMR. She noted that while many satellite businesses targeted the US, there were hundreds of millions of people in other parts of the globe where the satellite market could be attractive.
One such entrepreneur was Renee Anselmo, then in his mid 60s.[endnoteRef:9] He owned a Spanish-language TV network, the Spanish International Network. He was frustrated at renting one channel on a satellite built by Hughes and being charged what he felt was an exorbitant rate. Rothblatt explained that for the amount Anselmo was paying for his channel, he could have his own satellite. Rothblatt showed Anselmo her adapted AMR project. He liked the idea. The company named PanAmSat was launched with Anselmo financing the business. PanAmSat proved enormously successful. In an ironic twist of fate, Hughes ultimately bought PanAmSat. Rothblatt points out that Hughes did not want to do the AMR business plan for what Rothblatt says could have been $50M but instead, after Hughes itself was sold to General Motors (GM), the GM Hughes Electronics subsidiary later paid $3B to acquire PanAmSat.[endnoteRef:10] [9:  Johnston, David Cay. “Rene Anselmo, 69, the Founder Of a Satellite Network, Is Dead” The New York Times, 21 September 1995. < http://www.nytimes.com/1995/09/21/obituaries/rene-anselmo-69-the-founder-of-a-satellite-network-is-dead.html>.]  [10:  “PanAmSat.” <Wikipedia.org/wiki/PanAmSat>.] 

While Rothblatt’s AMR project proved a watershed in her career, she notes her MBA education did not entirely prepare her for the challenges of success. She noted that back then UCLA business school did not cover key topics a founder should know, like how founders’ stock should be structured or how one should interact with a board of directors. At PanAmSat, Rothblatt earned only a salary and did not receive founding stock. While Rothblatt notes she has become more savvy on such matters over time, she notes that self-enrichment never entirely drove her. As she describes it, “I’m actually much more excited about the technology than I am about the money.”[endnoteRef:11] [11:  Martine Rothblatt, interview by author, Sept 12, 2014.] 


***

PanAmSat was one early triumph for Rothblatt. Using her expertise in satellites and receivers, she started Sirius Radio in 1990.[endnoteRef:12] When Rothblatt went to the Federation Communications Commission to win approval for Sirius, her old law firm of Covington and Burlap was there to represent the industry giants trying to block Sirius. This time around, she took founder’s stock and ultimately enjoyed a greater share of the business’s success. [12:  Herper, Matthew. “From Satellites to Pharmaceuticals.” Forbes. 22 April 2010. < http://www.forbes.com/forbes/2010/0510/second-acts-pharmaceuticals-orphan-drugs-pah-deep-breaths.html>.] 

In 1996, Rothblatt daughter Jenesis was diagnosed with pulmonary arterial hypertension, a rare and then near fatal disease. Rothblatt started a biotech company, United Therapeutics which sought to create a cure. The company proved a success on multiple fronts. The company developed a drug that kept Jenesis alive against the odds. On a commercial level, United Therapeutics became a major player in biotech. It went public in 2002 and now has a market capitalization of $6 billion.[endnoteRef:13]  [13:  “United Therapeutics Corporation (UTHR).” Yahoo Finance. Accessed 27 July 2014. < http://finance.yahoo.com/q?s=UTHR>.] 

Satellites and biotech may seem areas far apart. However, Rothblatt’s ability to see ahead of the curve when it comes to technology has been a defining aspect of her success in both areas. As she put its it,

The real entrepreneurial skillset is to find technology that’s just around the corner.  You don’t want it to be down the block or in another city because [it’s] going to be already occupied or twenty years before that technology is available. You want it to be just around the corner so you could be the first person to bring that technology forward.  And I think that’s probably been my greatest contribution is being able to watch technology trends and see the ones that are kind of just around the corner and then jump on those technology trends.[endnoteRef:14]  [14:  Martine Rothblatt, interview by author, Sept 12, 2014.] 


Rothblatt’s success with technology-heavy businesses is all the more remarkable as she herself is not an engineer. She notes this has even worked to her advantage. “I can seek out the engineers who know how to convert the napkin into a patent, and I can help them think outside the box when they themselves run into self-made barriers.  I can help them see past those barriers into a way to finish the invention.” She notes that having subject matter expertise is not always an advantage. “You have created boundaries and within those boundaries you are the expert. The problem is, is that then you’re blinded towards just a little bit outside that boundary that actually could make a transformative change in your subject matter.”[endnoteRef:15]  [15:  Martine Rothblatt, interview by author, Sept 12, 2014.] 

Despite such triumphs as PanAmSat, Sirius, and United Therapeutics, Rothblatt admits even she does not have a Midas touch. As she describes it, two-thirds of her ideas for businesses do not lead anywhere. Nonetheless, she has honed her approach over time. As she describes it, the key is to identify the problem that needs to be solved, noting “it doesn’t have to be a problem that’s been articulated by the customers but nevertheless, it has to be a problem.”

***


In 1981, the executives at Hughes failed to appreciate the significant market for satellite content in South America that Rothblatt grasped. Reflecting on this years later, Rothblatt believes Hughes decision to disregard the AMR team’s recommendation was in part motivated by its source. Had the same recommendation come from Hughes’ internal employees, not a team of graduate students, the outcome could have been different. 
[bookmark: _GoBack] Students, she notes, do not have final control over the outcome of their AMR projects. As she put it, “There’s two possibilities, either the company will take advantage of your advice or won’t.  If in one out of ten times the company takes advantage of your advice, you would have helped move the world forward.  And that’s worth it, especially when you combine it with the one hundred percent chance that you the student will end up more useful in life from the knowledge that you gained.”[endnoteRef:16] [16:  Martine Rothblatt, interview by author, Sept 12, 2014.] 
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