Minutes

Coordination Meetingon I T for Development
11:00 a.m., Thursday, 8 March, 2001
UNDP Sofia Office

AGENDA

11:00 Introductory Remarks

11:15 Introductory Overview of the Findings from the First Coordination Meeting with donors and
NGOs

11:30 Generad Discusson

12:45 Summary and follow-up recommendations

The second coordination meeting on IT for Devdopment was attended by representatives
from the private sector working in the fidd of IT. It was a follow-on to the meetingthat was
attended by representatives of the mgor donors in the country and by NGOs active in the fidd of
IT. The meeting was chared by Mr. Antonio Vigilante, Resdent Representative, UNDP, and Dr.
Ognian Shentov, President, Center for the Study of Democracy. (Please see attached attendance
sheet.)

INTRODUCTORY REMARKS

Mr. Vigilante outlined the god of the second meeting as the strengthening of the public- private
partnership in the fidd of IT with an eye toward development in the country.

Initid exploratory questions posed to the participants:

1. What is the ided legd, legidaive, regulatory framework/environment for the development of IT in
the country?

What legidation or conditions are missing? What are the bottlenecks?

What isthe likdy scenario for Bulgariain five years? What do you see as the current trends?
What can IT do for development in the country?

How can cooperation between private and public sectors help coordinate development?
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Does the private sector fed any sense of socid responshility? E.g. to work in less populous areas
in lesslucrative fidds... for the sake of development?

7. What ideas/ initiatives are there for thisfidd?
8. Isit dill possble for Bulgariato become the Bakan Tiger in IT?

9. Is inveding in internet centres a sound policy, given that they only have a life span of about 10
years, and are dready dying in the west? Or should money be invested to jump sart the sector
and to leap-frog some steps taken by other countries — e.g. loan schemes where students are the
maor recipients?

10. Where & the private sector investment happening? Rurd or urban? This is criticd for Bulgaria,
for while there is not yet a huge disparity between rurd and urban, there will be if nothing is
done — isthe private sector concerned about this?

Dr. Shentov spoke of the government’s (the Ministry of Finance and the Ministry of Education)
“Programme 2005” which will have a strong IT component, with $30-40 million put toward “wiring
schools’, and the Minidry of Trangport and Communication will do a briefing in March on the IT
components of the Programme.



Dr. Shentov dso emphasized the role of ICT in coordinating the work of development community in
Bulgaria and especidly the role of Country Development Gateway as a web based platform and
mechaniam for knowledge-sharing, networking and collaboration.

SUMMARY OF FINDINGSFROM THE FIRST COORDINATION M EETING

Krassimir Benevski from UNDP presented the findings from the questionnaires gathered prior the
first IT coordination meeting held by UNDP on 15" February 2001. Out of 39 projectsin the IT area
nine types of activities were covered and the findings showed that policy and legidatiion and
telecommunications are the least covered fidds and teaching, training and information dissemingtion
are the most covered — both by number of projects and by total project budgets. Also it was found from
the few questionnaires sent back prior the current meeting tha the poor legidation in the country is
adso one of the main condraints to private busness. The main findings from the first coordination
meseting held by UNDP were summarized as follows:

Clear need for an inventory of current initiatives working toward lessening the “ Digita Divide’

Clear need to establish aframework for IT development

I dentification of exigting government activities and srategy such as the initiative to purchase

computers for al schoolsin Bulgaria. (440 of the 1000 schoolsin the country have no

computers)

The main pillars of the Nationd government drategy are:

v" Development and acceptance of integral law, rules and procedures which comply with
European Union standards for services and work in the information society;

v Equd rights for access to modern, effective, and qualitative telecommunications and
information services, aswdll as equa opportunities for gaining the skills to use them;

v Cregtion of anew environment for life and work with extensive use of new information and
communication technologies (ICT) within the public, palitical, economic and cultura
domains

Constan Longares from UNDP presented the find recommendations of the firs meeting and they are
asfollows.

A policy vison and debate on the issue is needed

A $20-30 million nationd-leve loan should be taken to jump-start the sector

Pan for how to reach rura areas and overcome fear of older generation is necessary
Ensure comprehensive training of trainers

Develop computer loan purchasing scheme for students

English language courses and basic ingtruction on how to use the Internet are imperative
Explore the options of indtituting a nationad number for flat rate (green number) did-up
connectivity and for loca cdl pricing policies

Formation of a Policy Task Force to present a policy paper to the new government whileit is
dill inits policy formation Sage.

Potentid participants. UNDP, CSD, WB, CED, USAID, BAIT, etc.

(GENERAL DISCUSSION

A correction was made on the previous meeting that the number of secondary schoolsin Bulgariais
in fact 3,200 and that the “computerisation” of the schools involves the placement of 6 PCs and one
server per schoal.

BOTTLENECKSAND OTHER | SSUES | DENTIFIED

= A gap between the image of the Bakan Tiger and the redlity wasidentified.



» Theemigration of young people (the Brain Drain) where Bulgariais becoming an IT traning
ground for companiesin W. Europe and North Americawas reiterated numeroustimes. Itis
necessary to address the issue of why young people are leaving.

* Thereisaneed to study modern methods of education, for computer classes aone will not
resolve the IT problem. The focus shoud not be purely on education, asthis could worsen the
problem, by turning Bulgaria into even more of a brain factory — with the worst case scenario
being that in three years, the population of Bulgaria could dwindle to 3 million, al under 16 or
over 60.

* Further investment isimperdtive in the area of teleconnections and telecom infrastructure on a
larger scale to improve connection and understanding.

» Needto“think policy”. Thisisahuge chalenge, particularly for business associgtions

» Internationd investment is needed for smal businesses— need to devel op legiddive initiatives
with support from UNDP, WB, USAID.

= Thereislittle seed capitd in Bulgarig, particularly to promote start-ups, and thereby
exacerbating the emigration issue.

=  Computerisation programme of the government is inadequate — it should be undertaken on a
larger scde.

PROPOSALSAND INITIATIVES

»  The computer |oan scheme should not be only for sudents, but rather should benefit the entire
population.

= Cisco currently has 60 regional and local private academiesin Bulgaria.
» Need to ensure that knowledge gained in trainings is shared.

» Aninitiative currently underway by Trade Industry Investment Management — REMCO involves
the development of a cyberport combined with agolf course (with the support of PGA). Thisand
other endeavours have proven that success is contingent on cooperation/coordination between the
public and private sectors.

= Apilotinitigiveby BAEF—www.jobtiger.bgisajob lis ste of opportunitiesin smal regions,
which targets people who have not previoudy used theinternet. The theory isthat by creating
content on the web that is useful for Bulgarians, more will be brought online. Future plans
include the placement of internet kiosks in each labour office country-wide (27) which houses
job opportunity lists and information. There isroom in this proposal for public-private
partnership, and it is necessary to sem the brain drain.

» Hewlett Packard isinvolved in the Junior Achievement Programme in Bulgariawhich amsto
improve business knowledge and practica education of Bulgarian students through high
schools, and the use of business mentors. Participantsin the meeting were invited to volunteer
to address classes on business practices, etc. Thistoo could give sudents a purpose to use the
internet, by creating a better environment for young people to stay, improve their own
knowledge and identify their place here. 1t needs to be supported by more organisations and
indeed, by the Ministry of Education.

»  Onlintdlectud Property Rights (IPR) Microsoft is partnering with BAIT to work toward better
protection of companies developing intellectua property products.

»  On education, MS offers specia prices for hardware and implementation software, and is
educating teachers (training the trainers). MS would like to see more initiative from the



Minigtry of Education in terms of training programs, etc. Bdievesthat the government should
gather best practices.

MSiswilling to financialy support the computer loan/leasing scheme, and has seen it doneiin
other countries. Support to Provider’s Credit would be contingent on the flexibility of the
partners and banks.

Thereisamilitary programme being developed by an NGO set up by British Aerospace to
retrain demobilised soldiers and to bring back young people who had left the country. Asthe
image abroad of Bulgariais weak, thereis a definite need to promote Bulgariain the press, on
the internet, etc.

Internet centres are to be established in 50 Chitdishte country-wide, with Bulgarian web content
Identified for users, and perhgps CDRoms of information — to make up for the lack of new
booksin the libraries.

A USAID pilot schemeis being put forward on the locd leve, with public-private partnership.
The most successful schemes are based on thelocdl level, and on local cregtive thinking.
Telecentres for training and awareness are potentidly sustainable as entrepreneuria bodies.
Education remains the most necessary, with students and teachers as the initid target groups,
and then moving on to adults who remain wary of the new technologies.

A WB initigive — Bulgarian Development Gateway (a project, sponsored by the infoDev
Program at the World Bank), aims at establishing a virtud community of government, civil
society, and private sector organizations with common interest in promoting competitive
markets and democracy in abusiness-friendly environment, empowering local development
community to use the internet as alow-cost tool for knowledge-sharing, networking and
collaboration, asssting this community by providing links to ideas and good practices,
information about development activities and trends, funding and commercia opportunities, and
to increasing globa access to locdly-generated development knowledge.

A UN youth development initiative which is currently developing a manifesto to be presented
to the President can help to focus policy makers on young people and the opportunities IT can
provide.

BAIT initiatives and ideas to improve the IT environment:
The depreciation period for hardware and software is too long, and should be shortened to one year.

The threshold for long-term assets is too low — if it was increased to $1000, company efficiency would
rise. Thisis currently under discussion with the Ministry of Finance.

Normally software is tax exempt, however software producers are currently punished for outsourcing
aspects of their production, by not receiving VAT rebates as the result of alaw passed 2-3 years ago to
combat VAT drainage. This needs to be reviewed, and changed.

Computer sales occurring on alarge scale without VAT hinders those practising legal business. A way
to avoid thisis to remove the benefits of salling without tax, by subtracting the VAT from the price, for
example, or making the VAT deductible, thereby requiring areceipt. Thiswill legaize this part of the
business while at the same time, not decreasing government tax revenues.

IT companies could buy-out the military service of young professionals, support IT projectsin the
military, or create an I T civil service (i.e. IT training in schools) as an dternative to the traditiona
military service.

The law on management of hi-tech parks needs to be reviewed — BAIT is currently working in this

direction. Asof now, if acompany is not registered under the trade law there are too many
opportunities for unfair competition.

Branch associations should have access to bids to ensure they are carried out.
Better security is needed at the Sofia Airport to prevent the disappearance of goods.
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The expenses of al companies buying hardware and software should be recognized as officia expenses
and to be removed from the yearly accountancy balance, thereby stimulating the use of IT in the
country, strengthen businesses and eventually decreasing unemployment.

Schools should be exempt from VAT when purchasing equipment and related services.
Obligatory Internet education should be introduced in al high schools.

Software development as well as al other I T services should be subject to VAT to stimulate the source
business and entice workers to the country, instead of working abroad.

the internationa cooperation between CISCO and UNDP should be noted, and this partnership
should be developed on the country level aswell.

Thelife of computer hardware isless than five years, so computer companies should have an
obligation to donate computers to students and educationd ingtitutions

On the computer leasing scheme: Provider’'s credit, which would involve arevolving fund with
asubsdised interest rate, perhaps companies should collaborate with the government to develop
apublic loan scheme.

Internet access in libraries would bring young people back to the indtitutions. The ditinction
between internet cafes and librariesis clear.

These centres in schoals, etc. should be available for the use of non-students, in after-school
hours - eg. the older populations, as well.

Theinternationd level cannot be ignored. Work and training visas should be granted, and
oversess training should be recognised in some way elther monetarily or otherwise.

Awareness of IT isjug, if not more, important than training.

Thereisfrudration with the Ministry of Education’s high level of conservatism in the area of

IT, and there must be agility in the government in its legidation formation — for what might be
gppropriate today may be out of date tomorrow, as often policies in this area are time- goecific.
The example of the green number in Madagascar is a good demongtration of this.

Theissue of apricing policy for ISPs and connectivity must be addressed. A subsidy should be
provided to jump-start the sector. Connectivity should aso be subsidised, or aceiling put on
prices. Bulgariashould not follow alinear development line on this, but rather, should think
about skipping some of the steps taken by other countries.

2 day retreat on IT for the next government should be organised, and financialy supported by
the private sector to ensure that I'T and the issues surrounding it are well understood in the new
adminigration, and sound policy will resuit.

UNDP isin agood postion to facilitate between the public and private sector, because it is
regarded as an honest broker by both sides, but duplication should be avoided.

It is evident that there is a need to consolidate the many different bodies that are currently al
discussing the same thing (e.g. the Internet Society, UNDP, BIBA, ANCHAN, BAIT) should
come together to make one body or palicy task force group and approach the government and
coherently pressfor legidation inthisarea. The common policy that will be developed by this
body should encompasses both private and public sector interests, though a private sector
consulting group could be set up therein.

Papers dready composed on the subject and submitted to the government include: white papers
by BIBA and BAIT, and adocument produced by the Internet Society. These three documents
should be brought together as a starting point for the policy paper.



» Tacticd draft of the policy paper should be prepared by the end of April, and presented to the
political parties prior to the eection to promote the inclusion of IT issuesin their platforms and
spark a debate on the issue.

=  The completed fina policy paper should be discussed with the new government.

SUMMARY AND FOL L OW-UP RECOMMENDATIONS

Nominations for participants in the policy group should be submitted by mid-week, and the group
should be formed from the business community and public sector with support of UNDP.



