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Market Overview

The Austrian ITC (Information technology and communications) market in 2005
totaled $14.3 billion. IT accounted for $ 7.2 billion and telecommunications for $7.1
billion.

Computer hardware accounted for $ 2.6 billion, software products for $1.3 billion and
IT services for $3.3 billion. Telecom services amounted to $6.7 billion and
communications and network equipment for $361 million in 2005.

Industry experts project that the IT market will expand 7.4 percent year-on-year in
2006 to reach $8.08 billion. Over the five year forecast period, the Austrian IT
market should expand at a compound annual growth rate (CAGR) of 6.8 percent with
the strongest growth to be seen in the hardware segment. Leading drivers will
include spending on security solutions, streaming media, digital identity services,
server blades, and the wireless rollout. Linux will experience a banner year, but web
services will have less of an impact in the short term. Windows XP will experience
rapid growth but will not have the impact of previous Windows evolutions.

Sales for the entire computer hardware sector are expected to increase by 6.2 percent
in 2006. Industry experts forecast a growth of 6.1 percent for software products, and
7.3 percent for IT services in 2006.

It is critical that software be “user-friendly”, whether marketed to personal users,
business professionals or executives. It is vital that the software be “bug-free” and
preferably written in German. Software packaging is important for retail sales and
should be in German.

The market for databases is growing, especially as Austrian companies develop and
maintain e-commerce sites, and as small and medium sized enterprises discover the
advantages of enterprise-wide information management.

Despite some bandwidth and tariff structure limitations, E-commerce is growing
steadily. Presently, there are about 2.3 million commercial Internet users in Austria,
however this number is expanding rapidly. Austrians spent about $28.1 billion for
online purchases of products and services of all kinds in 2005 -- up from only $16.6
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billion in 2004, which is a growth of 69 percent. By the end of 2006, online purchases
will grow to $38.1 billion.

The Marketplace for Business Process Technology

Software is rapidly becoming a determining factor in the development of a country’s
economic potential.  Global business activities by companies require complex,
multilingual, multi-functional, disseminated software solutions. The software must be
globally integrated and standardized with interfaces to all possible available packages.
Software solutions must take into consideration local regulations and laws governing
hardware produced and sold by different manufacturers.

European standards will be developed which will facilitate entry into larger markets for
application software.

New technologies, together with the larger market into which they are introduced, will
stimulate demand for new applications in networks, optical storage, image processing,
multimedia services and more.

IBM is the largest IT vendor in Austria. However, there are approximately 50
additional U.S. IT firms selling their products and services in Austria. In addition,
there is strong competition from European and Asian suppliers in this market.

The IT Services market in Austria expanded 1.3 percent year-on-year in 2005 to reach
a value of $3.27 billion. Measured in Euros, the services market remained flat
compared to the previous year. The Austrian IT services market can be characterized
as a very mature market with no clear drivers in sight.

In 2005, the total outsourcing category comprised 36.2 percent of the IT services
market in Austria, with a value of $1.18 billion. Spending on outsourcing services
rose only 0.7 percent year-on-year. This was down considerably from the 23.2
percent growth seen in 2004 and can be attributed to a slump in the market for
outsourcing basic information systems.

The year 2005 has seen the development of a variety of new security threats, with
detected malicious code affecting traditional IT systems and networks, embedded
operating systems, and mobile and VoIP technologies. The ongoing effort by security
vendors to enhance security tools and contain damage from newly aggressive security
attacks has spurred further growth in the Austrian security software industry. This
subsector grew 10.5 percent from 2004 to 2005, reaching $65 million. The market is
expected to achieve $122 million in revenues by 2010, representing a compound
annual growth rate (CAGR) of 13.4 percent.

Security technology is an important foundational element for many of the leading
growth drivers in the IT market today, including Web services and digital identity
services.

STATISTICAL DATA

ITC market Expressed in millions of US dollars

ITC Market ITC Market ITC Market Est. annual
2004 2005 2006 growth rate
over the next 3 years
Computer hardware2, 234.7 2,635.3 2,849.6
Software products 1,244.0 1,415.0 1,502.4
IT services 3,166.5 3,467.4 3,722.1

Total 6,645.2 7,517.7 8,074.1 7.4 percent

2005 import market share for USA: 28%
2005 exchange rate: 1US$ equals € 0.80



The Marketplace for Communications Technology

Telecommunications market

In 2005, the market for telecommunications services in Austria increased in total
volume. Growth was particularly strong in mobile communications. Tariffs continued
to drop in the fixed and mobile network sectors.

More than half of 2005 sales can be attributed to mobile communications, which grew
at a rate of 5 percent (in EURO terms). Due to increasing broadband penetration the
sales in broadband services increased by 21.9 percent in 2005 vis-a-vis 2004. The
Austrian telecommunications market employed 18,664 people in 2005.

Mobile communications market

For a number of years, the prices for mobile telecommunications have fallen so
dramatically that mobile telephony is now the toughest competition for fixed network
telephony. By the end of 2005, there were 8.4 million active mobile phone
subscribers, representing a penetration rate of over 90 percent.

The new regulatory framework for electronic telecommunications markets, which is
laid down in five directives from the European Union and was translated also into
Austrian national law in the summer of 2003, aims for a harmonized regulatory policy
that promotes competition within the Member States. Articles 14 through 16 of the
framework Directive are of central importance, giving a clear mandate to the national
regulatory authorities (in Austria RTR GmbH) to carry out extensive market analyses
at regular intervals. RTR is an independent regulating body and is in charge of
granting licenses, assigning frequencies, setting prices and terms of contracts,
monitoring the market and arbitrating disputes.

Because of a shortage of frequencies, the mobile communications market, which was
liberalized in 1996, has fewer players than the fixed network. Market entry for a new
company is possible only if that company is granted or, since the summer of 2003,
transferred frequency usage rights. The Austrian mobile market has been quite
competitive in recent years, but over the last year the market has shown signs of
saturation, reflected in the restructuring of operations by some operators. The
market continues to be led by Mobilkom Austria with a market share of 40.8 percent,
followed by T-Mobile with 25.4 percent, "One” with 19.8 percent, Tele.ring with 11.5
percent, and “3 Austria” with 2.3 percent in 2005.

Fixed network market

The estimated number of authorized public fixed voice telephony operators in Austria
is 67. Of these, six major players have a share of 90 percent. At the beginning of
market liberalization, the fixed network market opened up mainly via the carrier
network operators. Relatively easy market entry with little required investment input
resulted in a large number of applications for licenses. Most of the major providers are
developing, or have already developed, into full service providers. In addition to
providing speech, data and Internet services, they are also offering Server Hosting,
Application Services, and mobile services. Providers that can offer a full range of
products and services have the best chance of surviving in the long term. There were
2.9 million fixed lines in service at the end of 2005. Telekom Austria claims 2.8 million
of these. The number of fixed access lines operated by Telekom Austria has been
declining in recent years as customers opt for ISDN lines or replace their fixed line



with a cellular subscription. Meanwhile, the number of cellular subscribers has
increased dramatically.

To sum up, the telecom services sector has been largely liberalized, is well developed,
and is extremely competitive. Licenses are required for wire-bound public voice
telephony, public offering of line leases, and wireless voice telephony. A single simple
registration requirement applies to all other telecom services. The convergence of
mobile phones, Internet, TV, satellite, and cable offer a potent mix of new services,
especially to American firms, which are the most experienced suppliers for many of
these services. U.S. telecom services providers present in Austria include Abovenet
Communications, Airpage, AT & T Global Network Services, Equant Network Services,
Facilicom International, UPC Telekabel, and Verizon. Mobile communications will
continue to increase with the drop in tariffs.

Broadband

Broadband penetration (expressed as a percentage of the population having it) is
expected to increase from 1 million lines in 2005 to 1.2 million lines in 2006, while
fixed network voice telephony and leased lines will decline somewhat.

Broadband as a growing sector should be an attractive target for investment by U.S.
Companies. An alternative operator or Internet Service Provider (ISP) can implement
broadband access to end-users either by using self-operated access technologies such
as optical fiber, power-line, radio networks (W-LAN), and cable television networks
(CATV), or by resorting to the unbundled (copper) access network of Telekom Austria
and purchasing bit streaming as a wholesale service. There exists an enormous
potential for further development of the broadband market through the use of
innovative technologies and products.

It is estimated that 30 to 35 percent of all Austrian households will have a broadband
connection by the year 2008.

Internet services

The Austrian market for Internet services is growing rapidly. About 5.5 million
Austrians were active Internet users in 2005, an increase of 8.9 percent over 2004.
Of these 2,260,000 were workplace users and 4,522,000 were home users. Relatively
high telephone costs and ISP subscription fees, a general reluctance by Austrians to
use electronic payments, and data protection concerns, hinder use of the Internet.
Nevertheless, the future of electronic commerce in Austria appears promising.
Austrians spent about $28.1 billion for online purchases of products and services of all
kinds in 2005 - up from only $16.6 billion in 2004, which is a growth of 69 percent.
By the end of 2006, online purchases will grow to $38.1 billion.

Telekom Austria’s A-Online is the largest Internet provider in Austria, but there are
some 205 ISPs in the country. A complete list of ISPs can be obtained from the
following website: www.ispa.at

Higher-ticket products solely dependent on broadband take-up are growing in
popularity including video-on-demand and music services that allow customers to
download films
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Digital equipment

The Austrian digital camera market was valued at US$ 342 million in 2005, an
increase of 8.5 percent vis-a-vis 2004. It is a market, which has truly
captivated the Austrian consumer. The leading vendors in this market were
Canon with a market share of 16.5 percent, Sony with 10.9 percent, Olympus
with 10.2 percent, Kodak with 10.1 percent, Fuji with 9.6 percent, Nikon with
8.9 percent and HP with 5.9 percent. Other vendors had a share of 27.9
percent.

The integration of digital cameras in 2005 moved beyond a point of
differentiation as devices in the mid and lower ranges of vendor portfolios were
included in the market and heightened consumer expectations, making imaging
and video capability into a consumer commodity. Central to the expansion of
the camera phone segment were substantial declines in component costs such
as imaging sensors, combined with the development of manufacturing
processes that have evolved to include the integration of digital cameras as a
standard element in the production process.

VGA and sub-VGA cameras are now priced below US$60. Consumer point-and-
shoot cameras are the traditional digital cameras. Resolution of these cameras
currently ranges from 1MP models to 8MP models (e.g. HP’s Photosmart 215 or
Sony’s DSC F-828). All of the models have removable memory and a color
LCD display that can display the images captured.

Camera Phone Vendor Strategy

Due to growing commoditization and technological evolution in the camera phone
space, vendor strategy evolved substantially in 2005 in an attempt to expand usage
scenarios beyond casual, spontaneous image capture, and to provide new points of
differentiation. The introduction of the Nokia N90 saw the first significant departure
from vendors’ persistent focus on resolution, and the collaboration with Carl Zeiss to
incorporate quality lenses, designed with the dual intention of increasing quality rather
than the pure volume of mega pixels. Similarly, in January 2006 Motorola joined
forces with Kodak for the purposes of CMOS sensor supply and integration of software
and services to enable access to the Kodak Easy Share Gallery, printers, and retail
kiosks.

In addition, Nokia added to existing partnerships in announcing a collaboration with
Yahoo in April 2006 to add support for Flickr, the online photo sharing facility for its N
series devices, thus enabling immediate upload OTA direct from a handset’s gallery.
When considered in conjunction with the addition of WLAN and UPnP (universal plug
and play) support in devices such as the Nokia N80, such moves illustrate that the
leaders in cameras phone imaging are those that are not only leveraging brand,
component, and service strength from parallel markets, but are also already
embracing convergence with regard to devices, networks, and services. This points to
the beginning of a process of unifying fixed and mobile domains and enabling a
seamless reciprocation of user experience, whereby a user can access and utilize the
same service, regardless of location, access point, and terminal.

There was a sharp slowdown in the growth of the digital camera market in 2005. The
market declined 8.5 percent in 2005 vis-a-vis 2004. Industry experts predict that



2006 will show a small drop in shipments and will continue to show small declines
each year until 2008. The decreasing importance of the camera phone has had the
effect of stunting the growth of the camera market at the low end. The focus is
turning from cameras in the phone market to other functions such and streaming
media.

Disk storage systems

The Austrian disk storage systems market is highly competitive with a relatively low
volume of annual array sales. At US$206.6 million in end-user spending, Austria
accounted for just 2.9 percent of 2005 disk storage systems spending in Western
Europe. The US$206.6 million in disk systems revenue represented a 16.8 percent
growth over the previous year.

New shipments of disk storage systems grew at a healthy pace of 47.3 percent in
2005. Austria’s growth in this sub-sector contributed approximately 2.6 percent of
total incremental shipments of storage systems throughout Western Europe. Storage
spending was also driven by projects intended to increase data resiliency and to
reduce data recovery and restore times. Such trends would certainly support the shift
towards networked storage, which when appropriately designed and implemented,
provides end-users with a much more resilient and efficient storage ecosystem.

A large portion of recent storage spending was in the financial services, telecom
services, government, and healthcare industries. HP was the largest supplier of disk
systems and accounted for 39.5 percent of total 2005 sales. IBM ranked second with
a share of 20.5 percent. EMC ranked third with 11.2 percent of supplier revenue,
while HDS ranked fourth with a share of 7.0 percent, and Fujitsu-Siemens dropped to
a 5.2 percent share of the Austrian disk storage systems market.

The top three suppliers accounted for 56.9 percent of total 2005 array sales. The top
ten suppliers exceed 80 percent of total market value.

Unix sales are expected to remain flat through the forecast period. Sales of external
arrays for disk storage supporting Unix are expected to increase 1.5 percent when
compounded annually through 2010, while internal Unix storage systems will
experience a 5 percent decline during the same period. The Unix market will account
for approximately 30 percent of all array sales in 2010, down slightly from 33 percent
in 2005.

The Windows array market will grow 2 percent, compounded annually, between 2005-
2010. Windows will remain the largest operating systems market segment throughout
2010, increasing from 45.5 percent of total 2005 sales to 46.6 percent in 2010.

Linux will remain the fastest growing operating systems segment of the disk systems
market and will experience a 16 percent compound annual growth rate through 2010.
Both internal and external arrays supporting Linux will increase throughout this
forecast period. This segment is expected to account for 11.3 percent of the 2010
market.



Upcoming Events

Trends in Telecoms - November 2007
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BELGIUM

Capital: Brussels

Population: 10.000.000

Languages: Dutch, French, (English), German
Monetary Unit: Euro

Exchange Rate: 0.82

GDP per Capita (in US$): $31,800 (2005 est.)

Local Market Commercial Specialist

Mr. Ira Bel

E-mail: Ira.Bel@mail.doc.gov
Tel: +32 2 508 2434

Fax: +32 475 29 69 85.

Market Overview

Belgium is a small market of only 10 million people. However, the Belgian
Information and Communications Technology (ICT) sector is doing very well and, over
the past year, has grown significantly faster than the Belgian and, in fact, European
economy all sectors combined. The ICT sector represents a turnover of 21.7 billion
dollars for Belgium and Luxembourg. This year the Belgian ICT sector grew 3.2%
slightly higher than western European average ICT growth of 3.1% and the overall
growth of the Belgian economy of 2%. For the first time since 2000, the Belgian ICT
sector is growing faster than the national economy. The Belgian ICT market growth
will leap forward and is expected to reach 4.0% in 2004.

Belgium’s telecom sector has been struggling over the past few years, particularly
with regards to the liberalization of the European markets. Notwithstanding the
liberalization of telecommunications in 1998, the fixed-line market is still dominated
by the former monopoly operator, Belgacom, which is 51% state owned. There are
about 40 other operators, but the only significant one is Telenet, which owns a
substantial cable infrastructure but has only a small share of the overall market. For
the mobile phones there are three major players: Proximus (Belgacom), Mobistar
(France Telecom) and BASE (KPN). All formally introduced third-generation (3G)
mobile phones services in the third quarter of 2003 but have so far failed to market
them.

The information technology market seems to be mainly driven by new investments by
SMEs, the median being companies with a turnover of 5 million dollars. Computer
hardware, personal peripherals, software and IT services are growing steadily. Only
office equipment, data and network hardware are in decline.

The Marketplace for Business Process Technology

All the big names in the IT business processes sector are present in the Belgian
market: Oracle, PeopleSoft, Act!, Seibel and SAP. Microsoft is a hew comer on the
market looking to carve out its share of the CRM segment with its “sales” application.
Competition between these companies is fierce. Ever since the IT bubble burst in
early 2000, investment in the sub-sector has been nearly non-existent; most
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companies cancelled their IT projects. However, since 2003 investment has been
resuming quickly. Big corporations are largely catered for; the SME market, on the
other hand, is wide open and growing. SMEs are quickly realizing that they are
behind the United States in terms of business processes and must catch up fast to
remain competitive.

CRM and document management seem to be the main market drivers. Microsoft has
anticipated this demand and is marketing mainly its CRM software to companies
employing 5 - 150 people. According to the Belgian IT market intelligence group
InSites, over the next year, 40% of Belgian companies intend to increase their IT
budget by 10% to 15% for business processes; the main segment being firms with a
turnover between $500,000 to $10,000,000. Only 1% of Belgian companies intend to
decrease their IT budget.

Smaller companies will rarely contact the larger corporations such as
PricewaterhouseCoopers or EDS. They view the service as disproportionately
expensive and will rather contact one of the 40 Systems Integrators on the market.
These latter hold to themselves 20% of the entire IT market and tend to carve out
their own niche market mainly: document management and archiving, telecom
integration and CRM. American firms looking to penetrate the Belgian business
processes market should contact the systems integrator that caters the target to the
end-user.

The Marketplace for Communications Technology

E-commerce fares well in Belgium; in 2003, of the 4.5 million regular surfers-
representing 44% of the population, over 2.2 million Belgians made an online
purchase, this is 4% more than last year. E-commerce in Belgium is worth 500
million dollars. The average e-shopper spends $100 per vyear. Purchasing
entertainment ticket (concerts, movies) and transportation passes (plane, train)
represent 28% of online traffic. E-commerce has grown significantly over the past
few years but may have hit a slower growth plateau. This is probably due to the
stagnation of computer sales rather than true weakness of the sub-sector. Overall
Internet access is fairly high in Belgium approaching 60% penetration. 84% of the
Internet connections in Belgium are broadband, either ADSL or Cable. The weak link
is the PC sales among senior citizens. Less than 50% of the 55-year-olds have access
to a computer and the Internet and less than 20% of the 65-year-olds have access to
these tools.

The number of companies creating their web sites is growing. According to 2003
market data 82% of Belgian companies have an Internet site. According to the OECD,
50% of the content of Belgium ‘s registered domains are in English, while the rest is
equally divided between French and Dutch. However, 24% of Belgian companies use
an extranet with customers and 6% allow online transactions. Credit card purchases
are becoming more widely accepted but there are still some security concerns.
Concerning M-commerce, it remains very weak in Belgium.

The main hinders for online buyers stems from technical difficulties. In fact, 20 % of
Belgians find it difficult to buy online due to bad service design. There is therefore a
market for products that increase user-friendliness of online purchases. A local
company, the Free Record Shop, is offering the possibility to order audio tracks online.
Currently, they are offering over 500,000 tracks for download. This should be an
excellent stimulant for the e-commerce market. Free record shop is competing with
less well-established, iTunes, MSN, Skynet and Tiscali. MSN offers 6,000 tracks
online.



Likewise, the demand for security appliances, multiple methods of payment (pay-pal
has yet to catch on in Belgium), and Internet services is high. There is also a
significant demand for telecom services including Text To Voice (TTV) and Interactive
Voice Recognition (IVR).

The Marketplace for Digital Equipment & Systems

Since the Dot.Com bubble burst in early 2001, the data storage/SAN market has been
depressed. There were over investment, over capacity and nearly 25% of the data
storage companies failed. They were bought at rock bottom prices and were
consolidated. Despite, the infrastructure of the SAN market is aging and still
operating under its capacity. Surprisingly, in the past three months it has known a
pickup in demand.

According to SAN service providers, demand is expected to rise significantly over the
next few years. Sources Inc. contends that, an upcoming change in European
legislation requiring companies to archive data may further bolster the market.
Security products are increasingly in demand. Of the estimated 3,500 companies that
have storage demands, an estimated 75% still have to make their first step. Systems
Integrators are looking for devices and software that can seamlessly handle iSCSI and
Fiber Channel.

Interestingly the Belgian SAN market intends to acquire an extra Systems Integration
type layer. Some companies on the market, such as Source n.v., will not sell
hardware or software but will provide SAN solutions and will act as an intermediate
between the end-user and the data warehousing company.

Traditional film development is down as the popularity of digital cameras grows.
There has been a steady decline in the use and development of traditional film amid
the rapid rise of digital cameras. They currently represent 37% of the world market
of camera sales, and this number is expected to grow to over 63% by the year 2006,
according to National Imaging Distributors. The Belgian photo finishing industry is
realizing the growing need for digital photo printing capabilities, and therefore the
push for its growth will be welcomed within the country. Spector Photo Group and
other Belgian photo finishing companies are developing methods of printing that are
convenient and easy for consumers. Web-based and kiosk ordering are the chief
forms of digital photo processing that are growing in popularity in Europe and
specifically in Belgium.

There is also a strong market for document management and archiving such as
technologies that scan and use Optical Character Recognition (OCR) to store and
efficiently access documents for e.g. medical and banking services. American firms
interested in penetrating this market should contact one of the 40 specialized Systems
Integrators (SI) on the market. The U.S. Commercial Service maintains a list of
qualified Belgian SlIs. For more information please contact Mr. Ira Bel,
mailto:Ira.Bel@mail.doc.gov or call +32 2 508 2434.

Future Prospects in this Market

Best prospects in the Belgian ICT sector seems to be: SAN equipment, iISCSI and
Fiber Channel compatible tools, network security appliances and related software.
The market is also strong for solutions that improve perceived if not effective security
of online transactions. CRM, data management and archiving are expected to grow
steadily over the next year offering high opportunities for American companies
operating in these sectors.
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In the hardware/peripheral sector, consumers are increasingly interested in data
storage equipment, PDAs (GPRS with Internet connectivity, possibly with GPS
capabilities), WiFi, small/entry level servers, laser printers, color inkjet and multi
functional printers, TFT and LCD screens.

In the software sector, consumers are interested in all types of standard applications,
Internet and Intra- and Extranet software, web content management software and
solutions, networking software and network security products, development tools,
Windows, Linux and UNIX-based products, storage management software, CRM and
ERP products, and application management products. There is a strong demand for
game software tailored for the consumer market.

In the services sector, demand is focusing on desktop and network management,
application hosting, security services (assessments and scans) and all types of
Internet and E-Commerce-related services.

There is a growing demand for telecom equipment and services for mobile, fixed line
telephony, cable, broadband, mobile (value-added) data services, and all types of
Internet-related communication services. The Belgian market requires also:
Outsourcing and maintenance of infrastructure installation, VoIP services for the
business market, security applications for mobile communications, entertainment
applications, multimedia services and applications, and communication security
products and services.

Important USDOC Resources in this Market

Mr. Ira Bel will be coordinating SCE program at CeBIT - March 15-21. The U.S.
Commercial Service will be bringing over 17 ICT Market Expert to CeBIT and will offer
free to American firms only the possibility to brief the Commercial Specialists on their
product or service and the Specialists will give their feedback as to the U.S. firms’
product potential in their respective markets. Again, this is a free program. Please
contact Mr. Ira Bel at mailto:Ira.Bel@mail.doc.gov or call +32 2 508 2434 or call +32
475 29 69 85.
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BULGARIA

Capital: Sofia

Population: 7.9 million

Languages: Bulgarian

Monetary Unit: Lev (BGN)

Exchange Rate: 1 USD=1.509 BGN (Bulgarian National Bank exchange rate on
January 22, 2007)

GDP per Capita: $3,114

Local Market Commercial Specialist

Stanislava Dimitrova

Commercial Specialist

Commercial Service, U.S. Embassy Sofia
16 Koziak Str.

1407 Sofia

Bulgaria

Tel: +359 2 937 5100

Fax: +359 2 939 5735

E-mail: Stanislava.Dimitrova@mail.doc.gov
Web: www.buyusa.gov/bulgaria

Market Overview

The macroeconomic data shows that Bulgaria has a stable growth in GDP of 5% for a
period of 7 years. Expected GDP growth in 2006 is 6.0%. FDI in telecommunications
from 1998 to June 2005 is $1.621 billion, which is 9% of total FDI (estimated at
17.602 Billion until Sept 2006). One of the biggest deals in the region was the $1.94
billion buyout of one of the Bulgarian mobile operators Mobiltel by Telekom Austria in
2005. The inflation rate of 6% for 2006, no budget deficit, no currency fluctuations
(since the Bulgarian lev is pegged to the Euro) and attractive corporate taxation of
10% imply excellent environment for business activities in the sector. Since 2004
budget surpluses have been reported. Employment rate is 56 %, which is the lowest
EU-wide, with current EU-average at 64 %.

Economic Data on Bulgaria for 2006:

Total population of 7.9 million
Bulgaria

Total number of 2,18 million
employed people

Average net monthly $ 216
salary

Source National Statistic Institute

The new opportunities in the Bulgarian ICT sector are based on talented human
resources, mature software organizations and the direct access to global markets
through the NATO membership (2004) and the European Union accession in January
2007.
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Currently, there are over 4 000 actively operating ICT companies in the country. After
a serious decline in the first years following the transition to a market economy, the
ICT sector is very strong again. The overall size of the Bulgarian ICT market for 2006
amounted to $2,650 million. Total ICT revenues are among the lowest compared to
Central and Eastern Europe; however, impact of ICT on GDP is already high in
Bulgaria. The telecom market value amounts to 9% of Bulgaria’s GDP.' There is a
trend for the telecommunications segment to grow faster than the overall IT sector.

The vyear 2006 was marked by a severe competition between the major
telecommunication companies, both in the fixed line and mobile market segments
especially after the liberalization of the market for fixed telephone networks in
January 2003. The government’s influence over the sector is only regulatory through
the Communications Regulation Commission, since state is not a major stockholder in
biggest corporations. Bulgaria held tenders for 3G mobile network licenses and WiMAX
Class A and Class B point-to-multipoint wireless licenses. There were B2B solutions
dominate in the software segment. Cable TV providers are still not considered major
competitors for the Internet service providers. The trend in the hardware computer
market is towards branded than assembled PCs with a growth in mobile configurations
as well as servers.

The Marketplace for Business Process Technology

Bulgaria is the leader in the field of outsourcing among the countries in East Europe
according to the research of CIO (Chief Information Officers, published by CXO Media
Inc.) and Meta Group Inc. The major activities are in the areas of developing software
- computer system software, networking software and web-design, CAD/CAM/CAE
software, telecommunications and wireless development software, application
software, firmware, hardware — computer and systems assembling, digital and analog
printed circuits design, PCB manufacture, analog mixed engineering, microelectronics
- design ASIC’s, front-end and back-end microelectronic activities, and automation -
systems for industrial automation.

An adequate technical training, years of experience in the development of hardware,
software, and electronic products, and good language skills are the basis for a large
and attractive pool of workforce in the Bulgarian business process technology sector.
The key factors are: more than 20% of the population speaks a foreign language,
close to 5,000 university and college students enroll in IT degree programs annually,
Bulgaria employs about 20,000 ICT professionals and ranks 3rd in world for certified
IT professionals per capita as well as 8th in the world in terms of absolute numbers.
In addition, there are 110 CISCO academies in the country. A number of foreign
companies have outsourcing arrangements with Bulgarian software companies. As a
result of the saturation of the market, the number of available IT specialists is
decreasing.

The fact that the exported software products developed in Bulgaria are free of VAT led
to the situation where more than 50% of the export is contributed by software
developing companies. According to the EITO, the software market in Bulgaria totaled
to $505 million in 2006. Not surprisingly, major foreign investors in the sector, HP,
IBM, Tumbleweed Communications, etc., are expanding their operations in Bulgaria.

! Commission of Regulation of Communications, Annual Report 2005, http://www.crc.bg




The Marketplace for Communications Technology
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Bulgaria has one of the highest penetrations of telephone service in Eastern Europe,
with around 38 subscribers per 100 inhabitants. The Bulgarian Telecommunications
Company (BTC), a formerly state-owned enterprise, owns Bulgaria’s largest fixed
telecommunications network. Currently, 47% of the BTC network is digitalized.
Digitalization must reach 75-81% by the end of 2008. It is expected that upon
Bulgaria’s entry into the European Union, the alternative telecoms will take 50% of
the BTC traffic.

Twenty Bulgarian operators have been licensed to install and operate a network for
fixed-line voice telephony. Despite the license, only a few operators have their own
fixed infrastructure. The rest of the companies primarily offer VoIP services and have
signed interconnectivity agreements. PC-PC telephony is becoming popular in Bulgaria
as well. The move has led to lowering the tariffs for international and long-distance



calls while having only a marginal effect on BTC’s market penetration. 97.5% of the
fixed line revenues are still generated by BTC.

As of August 2006, three telecommunications operators operate on the Bulgarian
mobile cellular networks and services market - three GSM operators: MOBILTEL EAD
with a trade name M-TEL, COSMO BULGARIA MOBILE PLC with a trade name GLOBUL
and the BULGARIAN TELECOM COMPANY with a trade name VIVATEL. Mobiltel has 3.3
million subscribers and Globul has 2.5 million. The Austrian telecommunications
operator TELECOM AUSTRIA AG paid $1,95 billion to acquire 100 % of the Mobitel in
June 2005. In August 2005, the Greek owner of Cosmo Bulgaria Mobile, OTE sold
Globul for $490 million to its mobile unit Cosmote. The mobile penetration rate In
Bulgaria is 84% of the population. The mobile market in Bulgaria is still growing faster
than any other telecommunications sectors.

Mobiltel uses the Pan-European digital GSM standard (900 MHZ). Mobiltel was
launched in 1995. The second GSM operator, COSMO Bulgaria Mobile, launched
operations in 2002. In 2004, BTC was granted a license for Vivatel, the third GSM
operator. Vivatel launched operations in November 2005. Mobiltel has 58% of the
subscribers, Globul - 38% and Vivatel - 3%.

Bulgaria held tenders for 3G mobile network licenses and WiMAX Class A and Class B
point-to-multipoint wireless license in 2005. The 3G licenses went to Mobiltel (class
A), BTC (class B) and Globul (class B). Bulgaria is likely to outrun Europe in
development of third-generation mobile services, the so-called UMTS, according to
experts.

One of the local 3G operators, Mobiltel, launched its UMTS network in less than 6
months after receiving the license. Bulgaria’s second GSM operator, Globul, is also
expected to complete its 3G network soon. However, it is expected that the 3G-
service market will develop in three to five years.

In 2005, four point-to-multipoint licenses went to Cablenet (class A), Transtelecom
(class A), Nexcom (class B) and Mobiltel (class B).

Two 26 GHz Network Licenses will be awarded soon by the Bulgarian Communications
Regulation Commission.

The nation's first commercial Tetra network was launched in October 2006 in Sofia.
The investment in the Tetra infrastructure so far totals $2.3 million. The Tetra network
was expected to cost $39 million in the first 3 years of development. Selex
Communications supplied the network equipment. National coverage is expected in
the next 2 years.

Bulgaria has about 12 Internet service providers who have their own network. Cable
and DSL broadband are now largely available and affordable. Since the Bulgarian
Telecommunications Company provides affordable ADSL access, both business and
private ADSL users increased. Current dial-up access speeds over regular lines
generally offer a reliable but still slow connection up to 54,600 bps. LAN and cable
Internet access are very popular in Bulgaria. Orbitel, TPN, Digital Systems,
Spectrumnet, BTC Net are some of the top Internet service providers. There are
2,200,000 Internet users in Bulgaria as of September 2005. 75% of Internet users are
between 15 to 40 years old. Internet penetration in the capital city reaches nearly
50% in February 2005. Rural Internet penetration is at only 5,7% in 2005. The
Internet access market in Bulgaria amounts to $74 million.

Bulgaria's broadcast and cable media are also expanding. There are 500 cables TV
providers with more than 1.1 million subscribers or 53.6% of the households. Cable
TV operators are upgrading their networks in order to be able to provide interactive
services such as Pay Per View TV, Video on Demand, triple play, cable internet and



telephony services. These companies have entered the telecommunications services
market. A number of companies have already started providing phone services using
VoIP technology.

The Marketplace for Digital EQuipment & Systems

The market for PC’s includes three segments - desktops 81%, laptops 16.5%, and
servers 2.5%, with a tendency of a shrinking market share of the desktops for the
account of a growing market share of the laptops. In the segment of the laptops, IBM,
HP, Dell, Toshiba, and Fujistu-Siemens were the main brands preferred, while in the
desktop segment assembled PC’s hold about 80% of the market share. In the laptop
segment the leader is HP with 32.8% market share, followed Fujistu-Siemens on the
second and Toshiba on the third place. HP, IBM, and NEC are the desktop brands that
were preferred by the Bulgarian consumer. The leader HP holds 50.3% market share,
followed by IBM and NEC.

Future Prospects in this Market

There is potential for entry of large international software companies because of the
0% export tax, low salaries and the prior expertise of the local workforce. Typical
example is SAP Sofia (the fastest developing subsidiary for SAP worldwide) and
Tumbleweed Communications (decided to close location in Bangalore, India and open
office in Sofia). Both fixed and mobile segments of the Bulgarian ICT market still have
hig