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Supply chain constraints
rock equipment suppliers

Parts shortages delay broadcasting projects as prices balloon

OVID-19 and supply chain woes have
plagued broadcasters hand in hand for the
past two years. But while the pandemic
ebbs and flows, parts shortages seem to
continue unabated.

Based on what Radio World has gleaned
from interviews with a cross-section of suppliers, the global
shortages, particularly in chips, will not end anytime soon.
That means broadcasters will wait longer for equipment,
which affects timelines for projects, replacements
and repairs.

Suppliers say fires at multiple manufacturing plants
combined with a shortage of raw materials disrupted chip
production, which has led to interruptions of electronic
equipment production downstream.
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The shortage of components also has pushed up prices.
Coupled with overall inflation, increased demand for
electronic gadgets and COVID lockdowns, the price of some
broadcast equipment has jumped significantly.

Even the Suez Canal blockage last year played a role,
increasing logistics problems and the cost of shipping and
transportation globally.

"Huge effort”
Broadcast suppliers describe a stressful 26 months, with
longer lead times and price increases for products of 10 to
20% in many cases.

“Lead times are mostly affecting electrical components,
such as ICs,” said an executive with a leading automation
company, “but price increases are affecting everything,
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from paper in the instruction
manuals to the metal chassis
and screws.”

Equipment makers buy a variety
of components — from resistors to
capacitors, chipsets to screens —
from a range of suppliers around
the world. All categories have been
affected, they say.

“Our purchasing team buys
materials globally from almost
150-plus suppliers, and the lead
times from almost all suppliers
have increased substantially,” said
an executive with a transmitter
manufacturer.

“In some cases, the lead times
have jumped from eight weeks
to 54-plus weeks. We have seen
a huge increase in the prices of
almost all materials, starting from
small mechanical hardware parts to
customized products.”

Rafael Pérez Lopez is an
application and sales engineer for
Prodys, a codec manufacturer based
in Spain. He said failures of major
electronic component manufacturers
created a domino effect that has
resulted in unaccustomed lead times
for customers.

“This is something that we really
regret. Our company is making a
huge effort to search for components
in the most unlikely places and, if
necessary, implement alternatives
thanks to our R&D department.”

Even Xperi in its first quarter
earnings statement earlier this year cited supply chain
issues for key components, contributing to a drop in
revenue for its Connected Car division, which includes
HD Radio and DTS AutoStage. The company reported
revenue for Q1 2022 was $20 million compared to $23
million during the same period in 2021.

“Unheard of”
Some equipment companies say they were reasonably well
insulated from component supply issues early in the crisis
but have since suffered shipping delays.

The chip shortage can set off unfortunate chains
of events.

“For example, if we can't get a component, we need
to source a substitute and then test it, or in some cases
redesign a board to allow integration of new components,”
said an executive for a major codec manufacturer.

You’'re talking
about $168
for a chip.

IUs crazy.

Above
Told that
Radio World
was working on
an article about
supply chain
issues, Ben Barber,
president/CEO of
Inovonics, sent
this photo. “Here |
am with a box that
cost us $30,000,”
he wrote.
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“As you can imagine, this creates
delays and additional costs that need
to be factored into product pricing
decisions.”

Another radio automation
supplier reported lead times of
up to 52 weeks for some parts.
“Unheard of before. And even if
you have parts on order, there's a
fair chance the manufacturer won't
keep the promised ship dates. It's
been painful.”

An executive with an audio
processor manufacturing company
described the current parts buying
process as untenable.

“There are two factors involved in
purchasing components; the first is
delivery and the second price. During
the past two years, both have been
totally unrealistic,” he said.

This manufacturer typically
purchases the bulk of its
components from places like
Digi-Key, Mouser, Arrow and
Avnet, according to the executive,
but now “when we go to their
websites you see zero in stock and
delivery being late 2022 or even
2023. This goes for just about every
semiconductor we use.”

As an example, for microchips
used in its equipment to keep

accurate time, the company usually
pays 85 cents, but it recently received
a shipment from an offshore broker
and paid $10.50 each. “That'sa 12
times markup. When you consider a
chip that we normally pay $14 and increase that price by a
factor of 12, you're talking about $168 for a chip. It's crazy.”

Inflated costs of components ultimately get passed along
to the consumer, suppliers told Radio World.

“We have had to increase prices by 5% so far, and
will likely need to do another price increase soon,” one
source said.

“It's not just the supply issues increasing the cost of
goods though. Shipping has doubled in cost over the last
couple years. This is partly due to the increase in gasoline,
but also because of the increase of online shopping/home
deliveries. The cost of shipping affects everything and will
continue to be a problem.”

\“‘

Intelligent shopping
For manufacturers, these trends have increased the
importance of having managers who are dogged at

radioworld.com | June 22 2022



om

Has It
Hit You?

Have you been
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or severe price
hikes? Email
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with “Letter

to the Editor”
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researching supply sources, savvy about inventory
management and good at “smart buying.”

For instance an equipment manufacturer may purchase
parts with a longer-term focus. “Not only has it helped
us keep our products in stock, but it has slowed down
our own personal inflation,” said an antenna component
manufacturer. “We have components purchased at old

prices, and can pass those savings along to our customers.”

Passive components are easier to find, according to
another equipment maker, since they can often cross
them or buy a better part that might be in stock. However,
“anything semiconductor, and especially single-sourced,
is very hard to find. That goes from small eight-pin ICs to
500+ pin BGAs.” Ball grid arrays are used in surface-mount
technology manufacturing.

Companies may feel obliged to stock up when they
are able to find available parts. One manufacturing
representative on the floor of the NAB Show referenced
the traditional inventory goal of buying components just in

Broadcasters need
to know that the
supply chain crisis is

very real and costs are going

through the roof.

2%

time to ship products, but said with a smile that for today’'s
parts shopper, “Just in time' is now ‘just in case.”

A transmitter maker told Radio World that being
proactive has helped its purchasing team mitigate the
supply issues and risks.

“We use historical trends and patterns in our forecast
to order materials in advance to stay ahead of our
competition. Most importantly, improved supplier
relationships have helped us in the last two years to
prioritize our deliveries from our suppliers.”

One equipment vendor said supply chain issues were a
hot topic for discussion by many at the spring convention.

“Broadcasters need to know that the supply chain crisis is
very real and costs are going through the roof,” he said.

“No one | spoke with at NAB was critical of us raising
prices, but they were sympathetic to what we and the
whole country are going through. Tariffs years ago were
a nuisance [but] inflation and supply chain issues will be
downright debilitating if they continue.”

A prominent codec manufacturer said the company doesn't
expect supply chain constraints to ease until 2024 or 2025.

But another observer told Radio World he and his
company are more sanguine about an eventual return to a
more normal marketplace.

“We are very optimistic and believe things are going
to get better by early 2023. As we have been told by
various sources, most semiconductor manufacturers have
increased their capital spends to ramp up capacities and
we should be able to see the investments start to pay off by
at least by mid 2023," the executive said.

“Capacities are going to increase in 2023 and the existing
imbalance between demand and supply is going to
narrow.”

Radio station fees would increase around
13% in fiscal 2022, according to the proposed
schedule released in June by the FCC.

The National Association of Broadcasters
called the hike “staggering.”

Fees have been a bone of contention for
broadcasters, who believe tech companies
affected by FCC regulations should be paying
their fair share and that the commission's
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| Newswalch—NAB Decries Radio Fee Hikes

methodology of fee-setting needs to be
revamped.

The proposed annual radio fees range
from $690 for an AM Class C in the smallest
markets to $23,585 for big FMs in major
cities. An FM Class B1 station in a market of
half a million people will see its fee increase
to $4,090.

“Unfortunately, the commission continues
to unlawfully require broadcasters to
subsidize the commission’s broadband
activities,” the NAB said in a statement.

“For these local stations that are still
recovering from the pandemic and face
unique economic challenges in today’s media
landscape, such an unjustified increase
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is devastating and risks undermining the
unique locally-focused service that our
communities rely upon. NAB stands ready
and willing to work with the commission to
ensure a fair and lawful payment regime.”

The commission also is considering
whether to increase the cut-off point below
which small broadcasters would not have to
pay because the cost of collection exceeds
the amount collected; this “de minimis
threshold” is currently $1,000. The NAB wants
it to increase that and the FCC is asking for
public input, including on how costs are
calculated.

Comments in MD Docket No. 22-223 are
due July 5, and replies July 18. D



