Feonomic Growth |hrough SME Development

Thelnternet asa Tool for Small and Medium Enterprise
Development in Ukraine

Author’ s Name: Steve Mintz, Tatiana Lawrence

Title: The Internet as atool for Small and Medium Enterprise Development in Ukraine
Project: BIZPRO

Contract#: 121-C-00-00-00831-00

Sponsoring Office: USAID/Kiev

Contractor: Development Alternatives, Inc.

Date of Publication: January 18, 2002




Feonomic Growth |hrough SME Development

INTRODUCTION

The BIZPRO Project supports the development of small and medium enterprises (SMEs) in
Ukraine with funding from the United States Agency for International Development (USAID)
and implemented by Development Alternatives, Inc. (DAI) and its subcontractors. One aspect of
this support is to identify and potentially assist in the development of web-based technologies
that will contribute to the growth and development of SMEs in Ukraine. In order to develop a
better understanding of the role that the Internet plays in supporting SMEs in Ukraine and to
define specific constraints and opportunities for future development, BIZPRO engaged the
Ukrainian Marketing Group to conduct this survey.

Ukrainian Marketing Group® (UMG®) is a private, independent research and consulting
company founded in 1994. To make it easier to investigate the market, for successful brand
positioning and product launch and to lower investment risk, UMG® provides a full range of
market research servicesin Ukraine, Belarus, Moldova and other FSU countries.

Resear ch objectives:

1. Better understand the role that the Internet presently plays in supporting micro, small and
medium enterprises in Ukraine;

2. Define specific constraints that limit Internet access, mastery, and content for Ukrainian
SMEs and organizations that support SMESs; and

3. ldentify specific activities that can overcome these constraints, thereby increasing the
utility of the Internet as atool for SME strengthening in the Ukraine.

Definitions of surveyed companies:

» Internet users- SME companies that use the Internet
» Internet non-users- SME companies that do not use the Internet

= Support organizations - Internet users and Internet non-users including training centers,
business centers, business incubators, consulting firms, business associations, research
centers, community development organizations, and micro finance institutions

= |SPs- Internet service providers
=  Web content providers— companies that store and spread information on the Internet

= Public facilities — Organizations that provide access to the Internet for clients/visitors and
Internet cafes/clubs.
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The Internet was studied from three per spectives:

» Internet Access- The obstacles, degree of interest, and plans for gaining Internet access for
non-users, the type and location of access for Internet users.

* Internet Mastery- The extent to which SMEs and Support Organizations are aware of the
Internet, have basic (novice-level) Internet skills, and are able to effectively use the Internet
for business applications. Supply chain management, sales and marketing, improving
internal operations, and exploring the external environment.

= Internet Content — The degree to which the SMEs, Support Organizations, 1SPs, and Web
content providers contribute to, and the extent to which they use, web content. Here web-

content includes not only information but also services like on-line consulting and on-line
training.

Timing of Survey

Market research was conducted between June and September, 2001

Organization and M anagement of Survey

Organization and management of the survey was conducted by Ukrainian Marketing Groupa

This report was prepared by the UMG Team in collaboration with BIZPRO staff and Mr. Steve
Mintz, International Development Professionals (IDP), one of DAI's subcontractors for BIZPRO.

At UMG:
Dmitriy Gaiduk — Senior Project Manager
Alexander Siniakevich — Project Manager
Alexander Oleinichenko — Head of Analytical Department

The views and opinions expressed in this report are solely those of the authors and do not
necessarily reflect the position of BIZPRO, DAI and USAID.

Thisreport is published in both English and Ukrainian. However the English version will prevail
in the event of any ambiguity.

Copies of report can be obtained at BIZPRO office:

BIZPRO Project
11 Mikhailivska vul., 3% floor
01001 Kyiv Ukraine
Tel: 380-44-568-5938
Fax: 380-44-568-5939




EXECUTIVE SUMMARY

This study surveyed 400 SMEs, 80 Support Organizations, 12 ISPs, 25 Web Content Providers
and 25 Public Facilities from four cities and eight towns in Ukraine. This has provided a clear
picture of the survey’s three objectives:

= Therole that the Internet presently plays in supporting SMEs in the Ukraine
= Specific constraints that limit SME Internet access, mastery and content

= Recommendations to overcome these constraints, thereby increasing the utility of the
Internet for SMEsin Ukraine

Regarding SME accessto the Internet, we can say that:

More than 50% of SMEsin Ukraine have personal computers.

More than 20% of SMEs in Ukraine have access to the Internet

Of SME Internet users, more than 75% use the Internet frequently

SME demand for the Internet is high.

At the same time, Internet users complain about poor connections and high prices.

Regarding SME mastery of the I nternet, we now know that:

There are awide variety of uses of the Internet by the SME community

Email, searching for business information and partners are among major uses
Interestingly, Internet mastery doesn’t vary much by size of firm

SME Internet users have basic skills but advanced ecommerce ability is scarcer.
Foreign language is a barrier, given limited Ukrainian/Russian content on the web.

Concer ning web content, we now know that:

About 40% of SMEs with Internet access have websites

Most SMEs with websites don’t find them terribly effective

SMEs search most regularly for Ukrainian business information on the web.

Y et less than 30% are satisfied with what they find regarding Ukrainian content
Russian is the preferred language for business websites.

With respect to Support Organizations, it can be said that:

The mgjority aready have Internet access and useit al day long

The majority use the Internet to provide a variety of servicesto their SME clients
Almost three out of five Support Organizations with Internet access have websites
Y et they are also disappointed with the effectiveness of their websites

Less than 20% of Support Organizations are satisfied with Ukrainian web content.

Comparisons of SMEs in the Ukraine are also made with other nations, in order to provide an
international perspective on opportunities for Ukraine. By one measure, Ukraine was ranked
45th out of 60 nations in terms of its e-business readiness.
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What doesthis suggest?

Internet across Ukrainian society isin its nascent stages.

The small business sector is aleader in Internet adaptation in Ukraine

SME Support Organizations are even more eager in pioneering Internet use
Ukraine lags behind many countries in e-business adaptation

Y et, there is a strong foundation for rapid growth in SME use of the Internet
The Internet can serve as a useful tool for SME strengthening in Ukraine
From the point of view of BizPro, thisimplies:

- BizPro can use the Internet effectively in project operations

- BizPro can contribute to strengthening the Internet as an SME tool broadly
- Support Organizations are a good partner for Internet strengthening

Recommendations are given to strengthen the Internet to serve SMEs, and organizations that
support SMEs, in Ukraine. A hollistic approach is taken to:

Increase access so that more SMEs and Support Organizations are given the opportunity to
utilize the Internet
Enhance mastery (skills) so that SMEs and Support Organizations use the Internet effectively.
Mastery is broken down into three levels:
- General awareness about the Internet
- Basic computer/ Internet skills — not particular for business applications
- Internet business skills — from conducting business research to conducting e-commerce
applications
Deepen and broaden content so that information and services are on-line to serve SMEs and
Support Organizations.

A virtuous cycle is thereby created whereby Internet access, mastery and content dynamically
reinforce each other so that the SME community in Ukraine is stronger.

The following are key findings from the perspectives of SMES, Support Organizations, Public
facilities, Internet Service Providers and Web content providers.




SMESKEY FINDINGS

SMEsprofile

Small and medium enterprises surveyed (Internet users and Internet non-users) mainly
belong to such spheres of activity as retail/ wholesale trade, manufacturing and services.

The majority of SMEs surveyed are either limited responsibility or private companies, with
respect to their ownership.

73% of SME Internet non-users have computers.
SME Internet users have an average 4.92 employees for one computer at the office.
SME Internet non-users have an average 18.38 employees for one computer at the office.

SME Internet users have more external phone lines and computers than SME Internet non-
users.

Pur poses of computer and Internet usage

The main purposes for which computers are used by SME Internet users are E-mail, Internet
and accounting. SME Internet non-users mainly use computers for accounting, databases and
word processing.

The majority of SME Internet users started to use the Internet for business purposes to search
for information, carry out business correspondence, and transfer data and information. SME
Internet non-users would start to use the Internet for the same reasons.

Obstaclesinfluencing I nternet usage

The three most important obstacles facing SME Internet users are the low quality of
Ukrainian web content (47.5%), the high cost of Internet access (42%), and the lack of
financial resources (36.5%).

The three most important obstacles facing SME Internet non-users (for respondents and other
SMEs) are their lack of financial resources, low awareness about Internet usage among
company personnel, and the high cost of Internet access.

Factors that would influence SME non-users to acquire Internet access are mostly related to
finance: 16.2% would obtain Internet access in case of increasing incomes, and 13.1% would
start using the Internet if prices were affordable or cost of services were reduced.

Most Internet non-users (58.5%) do not know other SMEs that work in their sphere of
business and use the Internet. Consequently, there is low general awareness among SME
Internet non-users about companies that have benefited from the Internet.

Access

Most SME Internet users have Internet access at offices. Only 7% of SME Internet users visit
public facilities for Internet access and do not have access at their enterprises, explaining that
they have no need for permanent access.

69.5 % of SME Internet users have mainly dial-up Internet access.

35% of SME Internet non-users plan to start using the Internet in the next year. 53.5% of
SME Internet non-users will not start using the Internet in the next year because of financial
problems (36.9%) and because they see no necessity for gaining Internet access (27.7%).
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= Only 4.3% of SME Internet non-users plan to use public facilities for Internet access.
Presently, most SME Internet non-users do not use public facilities because they believe
them to have an inappropriate environment and high costs for Internet services.

=  SME Internet non-users believe they will pay significantly less for Internet access than SME
users currently pay.

Importance of Internet characteristics

= The most important Internet characteristics for SME Internet users are speed of data
transmission (77.5%), speed of connection (75.5%), and reliability of connection (75.5%).
SME Internet users are not satisfied with these Internet performance characteristics.

= The most important Internet characteristics for SME Internet non-users are cost of Internet
services (68.6%), reliability (65.7%) and speed of connection (57.1%)

Mastery

= Top management of SMEs amost universaly use the Internet, 60% regularly. SME
accountants, sales specialists, managers, marketing departments, IT staff and supply
managers also use the Internet.

Internet basics

= The majority of SME Internet users most often use email and search for information, which
iswhat SME Internet non-users aso plan on doing. However, most SME Internet users don’t
join on-line discussion groups or forums, and SME Internet non-users have little interest
either.

Order and delivery

= SMEs mainly search for Ukrainian suppliers and equipment on the Internet. SME Internet
users as well as non-users are mostly oriented towards Ukrainian suppliers.

= Up to 30% of SME Internet users and the majority of SME Internet non-users require
external help to use the Internet for ordering and delivery. Both SME Internet users and
non-users require externa help in the form of more web content as well as training and
literature to more effectively use the Internet for order and delivery

Marketing and sales

= SMEs are mainly oriented towards the Ukrainian market while promoting their products and
services to consumers.

= SME Internet users primarily use the Internet to search for potential clients, and to promote
their firm. Not more than 10% of them alow for payment through Internet, simplify delivery
and employ other Internet possibilities for marketing and sales.

= SME Internet non-users plan to use all Internet marketing and sales possibilities, and more
often than they are currently used by SME Internet users.

= Up to 30% of SME Internet users require help in using the Internet for marketing and sales.
Those who require help would appreciate more web content as well as training and literature.
The majority of SME Internet non-users require help in conducting marketing and sales over
the Internet. SME Internet non-users would appreciate more external assistance in the form
of training and literature.
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I mprovement of business operationsvia I nter net

SME Internet users regularly use the Internet to search for information about new products,
equipment and technologies (41%); and management, accounting and legislation (30.5%).

SME Internet non-users will use the Internet primarily to search for information, most
importantly for information about new products, equipment and technologies (51,4%).

Up to 34% of SME Internet users require help in using the Internet to improve their business
operations. The majority of SME Internet non-users require help in improving business
operations via the Internet. SMEs Internet non-users would appreciate more external
assistance in the form of training/literature.

I nfor mation about exter nal environment via I nter net

SME Internet users most often search the Internet for business, financial and economic
information about the Ukraine (32%) as well as information about Ukrainian national policy
and laws (25.5%).

SME Internet non-users will use the Internet to search for information about Ukraine;
primarily business, financial and economic information (58.6%).

Up to 30% of SME Internet users believe they need external help in using the Internet to
learn about the external environment. They are more interested in increasing web content
than in training and literature about the Internet.

A more significant share of SME Internet-non-users (up to 48.6%) desire external help to
search for information about the external environment. They are mostly interested in training
and literature, rather than in more web content.

Content

Only up to 30% of SME Internet users consider that there is a lot of web content on the
Ukrainian market. The remaining SME Internet users do not think that there is enough web-
content. More than 50% of SME Internet non-users do not know how much web content is
available.

38.5% of SME Internet users have their own web sites, mainly built by in-house design
specialists. Only 36% of SME Internet users evaluated their web site as effective.

40.5% of SME Internet-users, which do not have web sites, plan to create web sitesin the
next 6 months.

Sour ces of information about the Internet

For SME Internet users the best sources of information about the Internet are leaflets/books,
consultations and CD ROMs. The main type of information that SME Internet users would
like to receive from these sources would be information about how to use business
applications of the Internet.  The majority of Internet users are willing to pay for this
information, as well as for basics of fundamental Internet usage.

The majority of SME Internet non-users had difficulty answering questions concerning the
best sources of information about the Internet (65%).

SME Internet non-users are most interested in business applications about the Internet
(66.7%) that are provided by a specialist/consultant and provided in CD-ROMs. (78.9%).

Most SME Internet non-users (55.7%) do not know where to find such support. The majority
of SME Internet users (64%) know where to get such support.




SUPPORT ORGANIZATIONSKEY FINDINGS

Profile of Support Organizations

Surveyed Support Organization Internet users mainly are community development
organizations (35.3%), consulting firms (27.5%) and business centers(19.6%). The mgority
of Support Organization non-users are community development organizations (44.8%),
consulting firms (20.7%) and micro finance institutions (17.2%).

Support Organization Internet users mainly are small sized organizations (72.5%). Support
Organization Internet non-users mainly are micro-size companies (51.7%) and small size
companies (37.9%).

Support Organization Internet users have an average 3.4 employees for one computer.
Support Organization Internet non-users have an average 7.9 employees for one computer.

Profile of SME Clients of Support Organizations

Each Support Organization Internet user has an average of 360 SME clients. The majority of
these Support Organizations (54.9%) believe that the most of their SME clients have Internet
access and another 39.2% of these Support Organization Internet users believe that some of
their SME clients have Internet access. Support Organization Internet non-users have an
average of 50 SME clients. 20.7% of Support Organization Internet non-users consider that
many of their SME clients have Internet access; 37.9% believe that some SME clients have
Internet access.

Services provided to SMEs by Support Organizations

Most services provided to SMEs by Support Organization Internet users are: information
services (64.7%), and consulting services (60.8%).

Most services provided to SMEs by Support Organization Internet non-users are: information
services (48.3%), legislation support (44,8%) and business policy/advocacy (37.9%).
76.4% of Support Organization Internet Users provide their services for SMEs through the

Internet. The most provided services through the Internet are informational services (54.2%),
market research (33.3%) and search for business partners (29.2%).

Main purposes of computer and I nternet usage

All Support Organization Internet users use computers for the Internet; most often for such
purposes as E-mail (93.8%) and search for information (75.0%).

Support Organization Internet non-users use computers for databases (62.1%), accounting
(55.2%) and word processing (51.7%). Support Organization Internet users also use their
computers for the same purposes, but with much higher percentages, ranging from 84-94%.

The main reasons for Support Organization Internet users to obtain Internet access were for
business correspondence, data/information transfer, and to search for business information.

Obstaclesinfluencing I nternet usage

The main factors which pose as obstacles for Support Organization Internet users to use the
Internet are: low quality of Ukrainian web content (43.1%), lack of financial resources
(41.2%) and high cost of Internet access (39.2%).
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. Lack of

For Support Organization Internet non-users, the main factors which pose as obstacles to Internet use mostly are financi
financial resources (86.2%) and high cost of Internet access (65.5%).

ACCESS

Type of access

= 54.9% of Support Organization Internet users use dial-up, and 47.1% use leased lines. Only
2% of Support Organization Internet users have Internet access out of the office.

= 81.3% of Support Organization-potential Internet users plan to use dial-up, and 37.5% plan
to use leased lines.

Importance and satisfaction of Internet characteristics

= When choosing an ISP for Internet access the most important factors for Support
Organization Internet users and Internet non-users are: reliability of connection, cost of
Internet services, and speed of data transfer and speed of connection.

= Support Organization Internet users are more satisfied with dial-up access than use of leased
lines.

Mastery

= The Internet is primarily used by top management and IT specialists in Support
Organizations that use the Internet. Both groups use the Internet regularly.

Internet basics

= The maority of Support Organization Internet users most often use e-mail and search for
information, which is what Support Organization Internet non-users also plan on doing.
Most Support Organization Internet users don’t join on-line discussions or forums, and
potential Support Organization Internet users have little interest either.

Order and delivery

= Among Internet services related to order and delivery the most popular for Support
Organization Internet users are search of information about Ukrainian business suppliers and
equipment (39.2%). Support Organizations Internet non-users most of all are interested in
searching for information about supplies and equipment (40% - 50%).

= Support Organization Internet users would appreciate assistance in having more web content
available for searching for information about Ukrainian business suppliers (31.4%). Another
11.8% of Support Organization Internet users desire training and literature.

= The majority of Support Organization Internet non-users require help (from outside) to use
these Internet services

Marketing and sales

= Support Organization Internet users most regularly search for information about Ukrainian
markets when using the Internet for marketing and sales (41.2%). Support Organization
Internet non-users intend to regularly use the Internet to promote their firm to Ukrainian
businesses and consumers (50.0%).

10
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The majority of Support Organization Internet users do not require help for marketing and
sales via the Internet.

Most Support Organization Internet non-users require help (from outside) to promote their
organization to Ukrainian businesses and consumers via the Internet.

I mprovement of business operationsvia I nter net

Support Organization Internet users regularly seek to improve business operations over the
Internet by searching for information about management, accounting and legislation (58.8%)
and receiving such information interactively (47.1%). Support Organization Internet non-
users plan to regularly search for information about management, accounting and legislation
(90.0%), and receive online management, accounting and legal information (80.0%).

Only up to 14% of Support Organization Internet users believe they require external help to
improve business operations over the Internet.

More than 50% of Support Organization Internet non-users require help from outside to
better utilize the Internet to improve their business operations.

I nfor mation about exter nal environment via I nter net

To receive information about the external environment through the Internet, employees of
Support Organization Internet users and non-users search for business, financia and
economic information about Ukraine (58.8% and 60.0% respectively), about Ukrainian
national policy (58.8% and 50.0% respectively) and information about local governmental
policies (49.0% and 50.0% respectively).

Approximately 30%-40% of Support Organization Internet users would like outside help to
search for information about their externa environment over the Internet.

About 60% of Support Organization Internet non-users need help to identify business,
financial and economic information about Ukraine, and information about local/national
government policies, laws and regulations.

Content

The majority of Support Organization Internet users (58.8%) have web sites. 25.5% of
Support Organization Internet users which do not have web sites plan to create web sites in
the next six months.

The majority of Support Organizations consider that there is a lack of web content about
order and delivery, marketing and sales, improvement of business operations and information
about the external environment.

Sour ces of information

Organized training is considered to be the best source of information about the Internet by
both Support Organization Internet users and non-users.

Support Organization Internet non-users would like organized training on Internet basics and
business applications of the Internet.

11



PUBLIC FACILITIESKEY FINDINGS

The mgjority of public facilities surveyed are Internet cafes (60%) or Internet clubs (28%).

Mainly public facilities have up to 20 computers, up to 10 employees and provide Internet
access by leased line.

The most important characteristics of Internet services for public facilities are speed of data
transmission, speed of connection, reliability of connection and cost of Internet services.

Public facilities evaluated the quality of services provided to them as good, prices as
acceptable and state that they do not have any problems within their own technical staff.

The majority of public facilities consider that providing Internet services is profitable for
them and plan to expand their business. Also they think that Internet services will
dynamically grow in next two years. The most prospective services, to their mind, will be
leased lines and | P telephony.

Internet cafes provide such services as: Internet services, printing documents, rent computer
time for work and computer games. Besides Internet services, Support Organizations also
provide training in computer skills and scanning.

Clients most often use the Internet for communications (E-mail, chat, ICQ, AOL, etc.).

Public facilities believe that the presence of business related web sites need to be broadened
aswell as business sites in Russian and Ukrainian languages.

The most numeric group of public facility clients belongs to the 6-22 age group: college
students and school students.

For Internet cafes, the ratio between individual (46.7%) and corporate (53.3%) clients is
approximately equal. However, Internet cafes see individual users (85.7%) as their main
market segment. Only 20% of Support Organizations have corporate users. Yet, Support
Organizations are oriented equally to both corporate and individual clients.

The mgjority of SME clients belong to wholesale or retail trade sphere of activity.

Managers of public facilities believe that the main obstacles that SMEs face in using the
Internet are: low awareness about Internet among personnel of companies (52.0%), lack of
financial resources (40%) and high cost of Internet access (40%).

According to public facilities, the main obstacle which influences their development is the
low level of population income (68.0%).

Public facility managers believe that SMEs primarily require basic training programs about
the Internet.

Public facility managers believe that the most effective means to increase Internet demand
among SMEs and others is by providing discounts. Beyond this, SME demand for Internet
services can be increased by developing web-design and IP telephony services, updating
information on web-sites, improving Ukrainian search engines, and conducting basic Internet
training programs.

12



|SPSKEY FINDINGS

The majority of |SPs surveyed (91.7%) are private companies.
The mgjority of 1SPs have up to 10 employees (66.7%).

The services provided most often by I1SPs for their clients are: Dial-up (100%), leased line
(100%), domain registration (100%), creating web-site/lweb design (91.7%), hosting (91.7%),
and creating LANs (83.3%). The same services are considered by ISPs as the most
prospective at least for the next two years.

The current market strategy of the majority of 1SPs surveyed is to increase investments in the
main sphere of activity (50.0%) as well as keep the same investments (41.7%).

Most | SPs have 2-3 external channels including foreign channels.
Currently, 63.5% of transit external channels and 55% of direct external
channels are used by surveyed | SPs.

The majority of 1SPs plan to increase the number of access channels.

The main obstacles for Internet development in cities are: high level of telephone line
monopolization (50%) and low level of population income (41.7%).

The main obstacles for Internet development in towns are high level of telephone line
monopolization and lack of technical opportunities to provide Internet services.

According to ISPs, the main obstacle for SMEs to use the Internet is low awareness about
Internet usage among personnel of companies.

ISPs estimate the availability of business related web sites in Ukraine as low (50%) and
average (50%).

Corporate users are the main business segment for the majority of surveyed ISPs (66.7%).
In the future, 1SPs believe that the share of private users will increase.

On average the share of corporate users amounts to 48% of total number of ISP users.
Among ISP corporate clients, the majority are SME companies.

In order to increase demand for Internet services among SMEs, 1SPs believe it is primarily
necessary to first develop banking operations through the Internet.

Surveyed | SPs also believe that web content needs to be improved in the following directions
to increase SME demand for the Internet: Update information on web-sites, improve and
develop search engines and increase the presence of Ukrainian companies on the Internet.
Advanced Internet training programs as well as advertising campaigns would best assist
SMES to use more web-content, in the opinion of surveyed |SPs.

The majority of 1SPs have problems cooperating with Ukrtelecom. The main problem cited
in cooperating with Ukrtelecom is the monopoly policy of Ukrtelecom.

13



WEB CONTENT PROVIDERSKEY FINDINGS

The magjority of surveyed web content providers (68%) are companies which provide web
content in addition to their main sphere of activity.

Web content services make up a small share of company turnover compared to other services
provided.

The most widespread services provided by web content providers are: creating web-
sites/web-design (88%), domain registration (88%) web hosting (84%), and creating and
placing advertisements on the Internet (80%).

However, web content providers consider the most prospective services to be leased lines
(60%) and I P telephony (52%) — not providing web content.

Currently the most provided type of web content is news (72%) directed to cover as many
Internet users as possible.

Surveyed web content providers mainly plan to develop web content for the corporate sector
by providing more information about Ukrainian business partners and markets (20%),
management information and consulting services (16%), and information for start-up
business (16%).

Among corporate users the main share of them belong to SMEs (87%).

The majority of SMEs, which use web content, belong to tourism, medicine, education
(52.2%), wholesale/retail trade (39.1%) and telecommunication (34.8%) sectors.

Web content providers believe that SMEs most frequently use information about Ukrainian
business partners and markets (60.9%), and prices, products and suppliers (47.8%).

Web content providers believe that it is necessary to first develop banking (84%) and e
commerce (76%) servicesin order to increase SME demand for Internet services.

To increase demand for Internet services among SMEs, web content providers believe that
web content first needs to be improved in the following directions. Update information on
web-sites (80%), and increase the presence of Ukrainian companies on the Internet (72%).
Advertising campaigns (64%), articles in specialized magazines/publications (44%) and
seminars/conferences (44%) would best assist SMES to use more web-content, in the opinion
of web content providers.

According to web content providers, the main obstacles for developing web content in
Ukraine are the lack of financial resources/investment (60%) and non-profitable content
projects (56%).

On the whole, availability of business web sites was estimated by web content providers as
low and very low (44%).

14
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METHODOLOGY

Method
= |nterview “Face-to-face”

Criteria of recruitment

Top management and personnel responsible for Internet decisions were surveyed.
All surveyed SMEs were privately owned

Surveyed Support Organizations provide services to SMEs for afee.

Sample structure
Sample included:
= SMEs that broadly represent the BIZPRO target groups by size of firm and nature of
industry, and location (Internet users and Internet non-users).
= SME Support Organizations that provide services to SMEs for a fee (Internet users and
Internet non-users): training centers, business centers, business incubators, consulting
firms, business associations, research centers, community development organizations,
and micro finance institutions
= |nternet access providers. |SPs
* Internet access providers: Public Facilities
= Web content providers

N SMEs Support organizations Web .
cities Users LIJ\lsoer:-s Users L']lsoeI:-S oPs p(;g\r/];[c?grts facilities

Kiev 25 25 13 3 5 12 6
Lvov 25 25 11 4 1 3 5
Kharkov 25 25 7 5 1 5 5
Odessa 25 25 9 6 1 5 5
Vinnitsa 12 13 3 1 1 - 1
Poltava 13 12 - - - - -
lvano- 12 13 2 2 1 - 1
Frankovsk

Rovno 13 12 - - - - -
Kramatorsk 13 12 2 4 1 - 1
Lugansk 12 13 - - - - -
Nikolaev 12 13 - - - - -
Kherson 13 12 4 4 1 - 1
Total 200 200 51 29 12 25 25

Overall number of respondents surveyed makes up 542.

15
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In the framework of this survey Kiev, Lviv, Kharkiv, and Odessa are referred to as “cities’,
while the rest of the above-listed are referred to as “towns”.

SMEsindustry breakdown:

SME Internet SME Internet
users non-users
Mass media 1.5% 1.5%
Services (education, tourism, food, etc) 22.0% 27.5%
Finance and insurance (banking, insurance, financial) 1.5% 0.5%
Transport 4.5% 4.0%
Manufacturing 27.5% 28.0%
Construction and building 9.0% 9.0%
Retail/wholesale trade 29.5% 29.0%
Telecommunication (paging) 3.5% 0.5%

16
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MICRO-, SMALL AND MEDIUM ENTERPRISES (SMES)

Profile of SMEs

SMEs (Internet users and Internet non-users) mainly belong to such spheres of activity as.
retail/wholesale trade, manufacturing and services. The mgjority of SMEs has been on the
Ukrainian market about 10 years (average SME Internet non-users are a hit less on the
market than SME Internet users).

The majority of SMEs (both Internet users and Internet non-users) are small enterprises. But
among SME Internet non-users, the share of microenterprises is greater than among SMES
Internet users. Among SMES Internet users the share of medium enterprises is greater than
among SMES Internet non-users.

The majority of SMEs surveyed are either limited responsibility or private companies, with
respect to their ownership. But among SMES Internet users, the share of companies that have
limited responsibility ownership is larger than among SMEs Internet non-users. Among SME
Internet non-users the share of private companies, collective enterprises and cooperative
societiesis larger than the corresponding shares among SMES Internet users.

Each fourth company among SME Internet users and each tenth among SME Internet non-
usersis amember of amember of a business association or union.

SME SME
INTERNET USERS Internet non-users
?2. What isthe sphere of activity of your company? (%)
Retail/wholesale trade 29.5 29
Manufacturing 27.5 28
Services 22 27.5
Construction and building 9 9
Transport 4.5 4
Telecommunications 35 0.5
Mass media 15 15
Finance and insurance 1.5 0.5
Advertising agencies 0.5 -
L egislation companies 0.5 -
?5. How long has your organization been in the market? (%)
1-5 43.5 55.5
6-10 41.5 335
11-20 5 3
21-30 3 25
31+ 5 4.5
Difficult to answer 2 1
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SME SME
INTERNET USERS Internet non-users
?11. How many employees work in your organization (total number of employees)? (%)
Microenterprises - up to 5 employees 8.5 20
Small enterprises - 6-50 employees 65 64
Medium enterprises - 51-250 employees 26.5 16
Mean 59.1 38.6

?6. What isthe form of ownership of your company? (%)

Limited responsibility company 44 31
Private company 27.5 37
Closed shareholding company 125 7.5
Public shareholding company 8.5 10.5
Joint enterprise 4.5 15
?7.Isyour organization a member of any business associations or unions? (%)
No 76 90
Yes 24 10
Base (humber of enterprises) 200 200

= 73% of SME Internet non-users have computers /? 12/.
= SME Internet users have an average 4.9 employees for one computer at the office
= SME Internet non-users have an average 18.4 employees for one computer at the office

= SME Internet users have more external phone lines and computers than SME Internet non-
users. An average SME Internet user has 6.9 externa phone lines compared to 3.2 for an
SME Internet non-user

SME SME
Internet users Internet non-users

?22, B15. How many external phone lines does your organization have?

Mean 6.9 3.2
?12. How many computer s does your organization have?
Mean 12.0 2.1
?13. How many employeesin your company work with computers?
Mean 16.7 5.0
?14. How many computersin your organization have the Internet on them?
Mean 7.1 -

?15. How many employeesin your organization use the Internet?
Mean 10.9
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SME SME
Internet users Internet non-users

?16, 17. How many hour s does your organization usually usethe Internet?
Mean (per day) 4.0 -
Mean (per month) 73.3 -

Main purposes of computer usage

= The main purposes for which computers are used by SME Internet users are E-mail, Internet
and accounting /B21/. SME Internet non-users mainly use computers for accounting,
databases and word processing /B14/.

B21. (B14).* For what purposes in your organization are computers used?

620 89.0 87.0
: 78.0 77.0
57.5
47.0
42.5
9.5 6.0
o Accounting Word Databases E-mail Internet Other
0 Processing
O SME Internet -users @ SME Internet non-users

Base: 200 — Internet users, 200 — Internet non-users

= 30% of the SME Internet users surveyed acquired Internet access in the year 2000.
= Onaverage, SME Internet users are on-line for 4 hours per day.

» Themajority of SME Internet users started to use the Internet for business purposes to search
for information, business correspondence and data/information transfer /B48/.

SME Internet non-users would start to use the Internet for business purposes for the same
reasons as | nternet users.

* The question number indicated without brackets refersto the Internet users’ questionnaire, while the
oneindicated in brackets —to I nternet non-users’ questionnaire.
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B48. (B31.) What are the main reason you started / would start

to use Internet for business purposes?

| 21.4%
mage 17.0%

Reduce business

[ 30.0%

expences | 24.5%

Improve business

| 40.0%

operations

| 37.0%

Business

| 72.9%

corespondence,
data/information transfer

IZPRO

¢ Growth Ihrough SME Development

| 85.0%

Search for business

|88

information

.6%

| 86.5%

@ Internet users

O Internet non-users

Base: 200 — Internet users, 70 — Internet non-users (planning to use Internet)

Main obstacles

» Thethree most important obstacles facing SME Internet users to use the Internet are low
quality of Ukrainian web-content (47.5%), high cost of Internet access (42%) and lack of

financial resources (36.5%) /B92/.

?92. What are the three most important obstacles
for your organization to not use Internet?

Low quality of Ukrainian web-content

High cost Internet access

Lack of financial resources

Low awareness level about how to use the Internet
among comp

Low quality of ISPs

State policy, influencing Internet development

No necessity

|47.5

[42.0

[36.5

[32.5

[ 25.0

s
[ ]20

Base: 200

%
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The three most important obstacles facing SME Internet non-users to use the Internet are:
lack of financial resources, low awareness about I nternet usage among company personnel
and high cost of Internet access/B16, B17/.

?16. What are the obstacles for your organization using the Internet?
?17. What are the obstacles for SMEs to use the Internet?

Lack of financial I 55.5
resources | 62.5
Low awareness about I 395
Internet usage among . | 455
company personnel )
High cost of Internet I 415
access |38.5
There is no necessaryto | [1.5
use 135
Low general level of 145
Ukrainian web-content 12.0
Low quality of Internet 5.5
service providers 55
Few places with high 5.0
quality Internet access 4.5
State policy influencing 7.5
Internet development 4.0
%\
B Your company O Other company

Base: 200

53.5% of SME Internet non-users will not start accessing the Internet over the next year.
/B29/

The main reasons cited were financial problems (36.9%) and ssimply because these SME
Internet non-users don’t consider the Internet to be a necessity (27.7%). /B64/ Factors that
would influence those SMES to get Internet access are mostly related to finance: 16.2%
would get Internet access in case of increasing incomes, and 13.1% would start using the
Internet if prices were affordable or cost of services were reduced. /B65/

Most SME Internet non-users (58.5%) do not know about other SMEs that work in their
sphere of business and use the Internet. /B24/ Consequently, thereis alack of general
awareness among them about companies that have benefited from the Internet.
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ACCESS

Type of access

As a rule, al SME Internet users have Internet access at offices. Besides, 7% of SME
Internet users use public facilities for Internet access.

35% of SME Internet non-users plan to start using the Internet in the next year /B29/. 45.7%
of these SMEs gathered information about Internet providers and 24.3% already got in touch
with them /B30/.

38.6% of SMEs which plan to start using the Internet have already made decisions regarding
which ISPs they will use for Internet access /B33/.

69.5% of SME Internet users have mainly dial-up Internet access, that reduces the
effectiveness of Internet usage (compare to leased lines) /B27/. 42.9% of SME Internet non-
users also mainly plan to use dial-up access /B35/.

?27. (B35.) What type of Internet access does your organization have?

69.5
42.9
33.5 31.4
22.9
70 43

I 1
0,

o Dial up Leased line Public facility Difficult to answer

O SME Internet users @ SME Internet non-users

Base: 200 — Internet users, 70 — Internet non-users (planning to use Internet)

85.7% of SME Internet users that visit public facilities utilize Internet cafes (mainly to search
for information), asarule, 1-3 times a month /B42, B43, B45/. These SME Internet users see
no need to acquire permanent Internet access at their offices. /B44/.

According to SME Internet non-users only 4.3% plan to use public facilities for Internet
access /B35/.

SME Internet non-users do not use public facilities because they view public facilities as
having an inappropriate environment or because the costs of Internet services are just too
high. /B28/.

Cost of access

SMEs which have dia-up Internet access pay an average of 162.4 UAH per month. /B31/
SMEs which have leased lines pay an average 628 UAH per month /B37/

SME Internet non-users plan to pay significantly less for Internet access than SME users
currently pay.
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= SME Internet non-users believe they can obtain dial-up Internet access for about one-half of
what SME Internet users currently pay and leased line Internet access for about one-third of
what SME Internet users currently pay.

?31. (B37.) How much does your organization
pay / plan to pay for Internet access per month, UAH?

SMEs Internet-users SMEs Internet non-users
Leased line 628 185.7
DiaI-Up 162.4 85.2

Package of services

= SME Internet-users, which have leased lines, and SME Internet non-users who plan to use
leased lines, prefer to use unlimited access for afixed fee /B34/.

?34. (B39.) What package of services does your organization use/would like to use?

Fixed fee and payment | 227

for the amount of
downloaded information 6.0

Fixed amount of
downloaded information :’——I 13.6
(traffic) for a fixed price 6.0
Payment only for the | 18.2
amount of downloaded '
information Q 7.5

Fixed number of hours

for a fixed fee 10.4

Unlimited access for a | 455
fixed fee | 53.7
%
[ SME Internet-users [JSME Internet non-users

Base: 67, 22 — Leased line
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SME Internet-users which have dial-up Internet access more often use such packages of
services as. unlimited access for a fixed fee and payment by the hours /B38/. These packages
of services are also most preferred by SME Internet non-users that intend to acquire dial-up
access.

?38. What package of services does your organization use/would like to use?

. 6.7
Prepaid cards
7.9

Fixed number of hours for I 13.3
a fixed fee | 18.0

Fixed subscription fee + 3.3
by the hours | 18.7

|43.3
Payment by the hours | 281
Unlimited access for a | 36.7
fixed fee | 30.2
%
[ SMEs Internet-users O SMEs Internet non-users

Base: 139, 30 — Dial-Up

I mportance and satisfaction of Internet characteristics

The most important Internet characteristics for SME Internet users are speed of data
transmission (77.5%), speed of connection (75.5%), and reliability of connection (75.5%).
Level of satisfaction by these parametersis lower than average /B25, B26/.

The most important Internet characteristics for SME Internet non-users are cost of Internet
services (68,6%), reliability (65,7%) and speed of connection (57,1%).
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?25. (B34.) Which characteristics of Internet services are important for your organization?
?26. How satisfied are you with the following parameters of I nternet services you use?

(1 - absolutely unsatisfied, 5 - absolutely satisfied)
— 77.5 75.5

75.5 68.6 T

65.7
62.5

7.1 1

(n

54.3

048 s 5 3] < @ > =9 e o )
Y& < 8 °os 2 T c 8 2 58 ©5 ) =
T 5 © 255 T T 9o 2 T € £ G E o £
5 9 Q = 0 £ 0 5 @ @ L0 o B o b I
oS = o - S >E = > S S 9 IR 4=
QO 0 o D g o = = & c ° B - G > o
0 g o 88 =~-g8 52 2 &g o©E&E 8@ v
5 = © @l o © o] o = = 2 © O o
0 <= o D = — oS c o R o]
K © 2 o o3 E©2 29 £
] T S>> ¢E 2 % -
o > = © o
[——J SME Internet users [ SME Internet non-users —O— Satisfaction

Base: 200 — Internet users, 70 — Internet non-users

Access satisfaction

= SME Internet users that have dial-up Internet access are more satisfied with quality and

prices of Internet services than SME Internet users that use leased lines /B32, B33, B39,
B40/.

aclaizssel?n e DIl
? 32, B39. How satisfied are you with the price? 3 TB* (%) 67.2 73.0
(1 - very high, 5 - very low) Mean 2,62 2.69
? 33, B40. How satisfied are you with the 3TB (%) 83.6 91.7
quality of service? (1 —very bad, 5—very good) ‘Mean 3,15 3.22

* 3TB (top boxes) — mean merged percentage of answers for three top variants in scale, e.g. very
high, high, affordable
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MASTERY

Who usesthe Internet

= Top management of SME Internet users almost universally uses the Internet, 60% regularly.

= Accountants, sales specialists, managers, marketing departments, I T staff, and supply
speciaists al utilize the Internet within the SME Internet users surveyed. /B18-B20/.

B19. Who in your organization uses the Internet?

Supplies ] 30
Production department ] 20.5

Logistic experts [_]5

HR department ] 13.5

Sales specialist ]40.5

Advertisement department |24.5

Legal department ] 15.5

Marketing department ]38

Accountants | 45.5

Management |40

IT staff ] 37

Top management 177 %

Base: 200

Internet basics

= The majority of SME Internet users regularly use the Internet for e-mail and to search for
information. /B49/

= SME Internet non-users that are going to use the Internet mostly intend to use e-mail (77.1%)
and to search for information (74.3%) /B40/

»  67.5% of SME Internet users never join discussion groups/forums /B49/

= 28.6% of SME Internet non-users do not plan to join discussion groups/forums at all. /B40/

Required help
= Approximately half of personnel of SME Internet non-users need help to use e-mail (44.1%)
and to search for information (51.4%) /B42/.

= Themagjority of SME Internet users do not need any external help to use e-mail and to search
for information. /B51/.

= About half of SME Internet users and 41-42% of SME Internet non-users need external help
to create web sites. /B51, B42/

26



Feonomic Growth |hrough SME Development

Order and delivery via Internet

SME Internet users as well as non users are mostly oriented towards Ukrainian suppliers.
/B52, B43/

SMEs mainly search for Ukrainian suppliers and equipment on the Internet. But only 10-11%
of SME Internet-users regularly order and purchase supplies and equipment on-line.

SME Internet non-users plan to order and purchase ort-line to alarger extent than Internet
users currently do.

More SME Internet users consider it important to identify, order and purchase supplies and
equipment on-line than regularly use the Internet for such purposes. /B52, B53/ The same
tendency is observed for SME Internet non-users. /B43, B44/

B52.0rder and delivery possibilities of the Internet which SMEs use regularly
B43. Order and delivery possibilities of the Internet which SMEs would use regularly

Identify Ukrainian | 62.9
suppliers and equipment | 39.0

Identify NIS suppliers and | 314
equipment | 22.0

Identify other foreign | 27.1
suppliers and equipment | 20.5

Order goods, equipment, | 32.9

services 12.5

Order and purchase of I 28.6
goods, equipment, '
services Q 10.5

@ SMEs Internet users O SMEs Internet non-users %

Base: 200 — Internet users, 70 — Internet non-users

29.5% of SME Internet users had successes related to order and delivery via the Internet
/B56/. 27.1% of such SME Internet users found reliable partners, clients and companies.
/B57/

Marketing and salesvia I nter net

SMEs are mainly oriented towards the Ukrainian market while promoting their products and
services to consumers.

SME Internet users primarily use the Internet to search for potential clients, and to promote
their firm.

However, few SME Internet users take orders to sell goods and services on-line (16.5%) and
even fewer accept payments, simplify delivery of goods and services, and provide sales,
technical and maintenance support over the Internet.

SME Internet non-users plan greater on-line sales and marketing efforts than SME Internet
users presently conduct.
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More SME Internet users consider it important to identify markets, promote into those
markets, take orders, accept payments, simplify deliveries, and provide sales and technical
support than regularly use the Internet for such purposes. The same tendency can be
observed for SME Internet non-users.

?59. Marketing and sales possibilities of the Internet which SMEs use regularly
B47. Marketing and sales possibilities of the Internet which SMEs would use regularly

Search for Ukrainian | 71.4
markets |37.5

Promote your firm to
Ukrainian business or
consumers

|67.1

| 25.0

|35.7

Search for NIS markets | 18.0

Take orders for selling | 50

goods and services | 16.5

Search for foreign |18.6

markets | 135
Provide sales, technical

and maintenance
support g 13.0

[32.9

Promote your firm to NIS

; | 32.9
businesses or
| 10.5
consumers

Accept payments for | 40
your goods and services | 9.5

Simplification of delivery |35.7
of goods and services | 9.0

Promote your firm to
- . 114
other foreign businesses 75
or consumers )

Find distributors for your |21.4
goods and services | 6.0

[ SMEs Internet users O SMEs Internt non-users

Base: 200 — Internet users, 70 — Internet non-users

19.5% of SME Internet users had successes related to marketing and sales viathe Internet
/B63/. 15.4% of such SME Internet users advertised their company and services. /B64/
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I mprovement of business operationsvia I nter net

= SME Internet users regularly use the Internet to search for information about new products,
equipment and technologies (41%); and management, accounting and legislation (30.5%)
/B66, B67/. Less often SMES search for information about competitors (20.5%).

=  SME Internet non-users will use the Internet primarily to search for information, most
importantly for information about new products, equipment and technologies (51.4%) /B51,
B52/.

= SME Internet users as well as non-users are most interested in using the Internet to: find
information about new products, equipment and technol ogies; find management, accounting
and legal information; find information about competitors, receive online management,
accounting and legal information; and research best practices in business operations.

?66. (B51.) Possibilities of Internet for improving business operations
which SMEs use / would use regularly

Find information about new products, equipment and |51.4
technologies |41.0

| 44.3

Find management accounting and legal information 7305

| 44.3

Find information about competitors 1205

Receive online management, accounting and legal | 38.6
information | 19.5

| 42.9

Research best practices in business operations (155

Improve other internal operations of your firm (14 (])18'6

Improve communication among employees Ellfl 0

Transactions, banking and other financial operations (65

| 21.4

| 22.9

Identify financial resources (55

Identify training opportunities :'?I 15.7
Recruit employees D—“TI 10

4 %

Participate in on-line training DT—OI e

[ SMEs Interet users [0 SMEs Internet non-users

Base: 200 — Internet users, 70 — Internet non-users

= 17.0% of SME Internet users had successes related to improvement of business operations
via the Internet /B70/. 35.3% of such SME Internet users found needed information online.
B71/
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I nfor mation about exter nal environment via I nter net

SME Internet users most often search the Internet for business, financial and economic
information about Ukraine (32%) as well as information about Ukrainian national policy and
laws (25.5%) /B73, B74/. SME Internet users less frequently use the Internet to find
information about the NIS (17.0%) or other foreign environments (10.5%). SME Internet
users are less interested in on-line information pertaining to international commercial laws.

SME Internet non-users will use the Internet to search for information about Ukraine;
primarily business, financial and economic information (58.6%). SME Internet non-users are
also interested in online information about national and local policies, but to alesser extent.

?73. Possibilities of the Internet to receive information
about external environments which SMEs use regularly

B55. Possibilities of the Internet to receive information
about external environments which SMEs would use regularly

Find business, financial and economic information | 58.6
about Ukraine [32.0

Find information about Ukrainian national policies, | 37.1
laws and regulations | 25.5

Find information about local government policies, | 35.7

laws and regulations | 195

Find business, financial and economic information [30.0

the NIS | 17.0

Find business, financial and economic information 20.0
about other countries 10.5

Find information about international commercial laws 15.7
and regulations 55

Express your views on business, economic or 5.7
financial government polices 25

Obtain or submit business forms or communicate 10.0
with local government 25

Obtain or submit business forms or communicate 2.9
with national government 2.0

[ SMEs Internet users O SMEs Internet non-users %

Base: 200 — Internet users, 70 — Internet non-users
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Content

Only up to 30% of SME Internet users consider that there is a lot of web-content on the
Ukrainian market. The remaining SME Internet users do not think that there is enough web-
content /B54, B61, B68, B75/.

More than 50% of SME Internet non-users do not know how much web-content is available.
Up to 24% of SME Internet non-users believe there is alot of web-content on the Ukrainian
market. The rest believe there may be some information available on the Internet. /B45, B49,
B53, B57/.

Order and delivery

The majority of SME Internet users and up to 43% of SME Internet non-users believe there
isalittle web content concerning order and delivery. They feel that the Internet is particularly
deficient regarding Ukrainian and NIS suppliers and equipment.

B54. (B45.) How much web content do you know exists about order and delivery via the
Internet?

Order and purchase |38.6
of goods,
equipment, services

|64

Order goods, |35.7
equipment, services |62

Indentify other |41_4
foreign suppliers and
equipment

Indentify NIS |41.5
suppliers and
equipment

|68

Indentify Ukrainian |42.8
suppliers and
equipment

| 66.5

%

B SMEs Internet users (2BB - Some, A little) OSMEs Internet non-users (2BB - Some, A little)

Base: 200 — Internet users, 70 — Internet non-users
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Marketing and sales

= The mgority of SME Internet users and up to 43% of SME Internet non-users believe there
isalittle information on-line regarding Ukrainian and NIS marketing and sales.

B61. (B49.) How much web content do you know exists about marketing and sales via the

Internet?
1
Provide sales, technical 32.8
and maintenence support 39
Simplification of delivery of 32.8
goods and services 36

Accept payments for your 31.4
goods and services 34.5
3

Take orders for selling 2.8
goods and services 43
Find distributors for your 32.8
goods and services 41
Promote your firms to
) . 37.1
other foreign businesses 40.5
or consumers )
Promote your firms to NIS 37.1
business or consumers 40.5
Promote your firms to 41.4
Ukrainian business or : 455
consumers ’
Search for foreign markets 40
9 40.5
Search for NIS markets 428
51
Search for Ukrainian 42.9
markets 58
%
B SMEs Internet users (2BB - Some, A little) O SMEs Internet non-users (2BB - Some, A little)

Base: 200 — Internet users, 70 — Internet non-users
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I mprovement of business operations

SME Internet users are least aware about information on the Internet concerning
competitors, new products, equipment and technologies, and best practices research.
SME Internet non-users are least aware about on-line information about new products,
equipment and technologies, and training opportunities.

B68. (B53.) How much web content do you know exists
about improvement of business operations via the Internet?
il
Improve other internal 24.3
operation in your firm 37.5
Improve communication 25.7
among employees 34
Recruit empoyees 28.6
poy 36.5
Banking transactions and 32.9
other financial operations 34
Identify financial 32.9
resources 355
Receive online _ 32.8
management, accounting
. . 425
and legal information
Find m_anagement 343
accounting and legal
. . 45
information
Participate in on-line 30
training 325
Indentify training 35.8
opportunities 42
Find information about
i 40
new products, equipment
. 52
and technologies
Research best practices 34.3
in busines operations 49.5
Find information about 34.3
competitors 535
%
[ SMEs Internet users (2BB - Some, A little) O SMEs Internet non-users (2BB - Some, A little)
Base: 200 — Internet users, 70 — Internet non-users
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I nformation about exter nal environment

= SME Internet users believe there is little information on the Internet concerning Ukrainian
and NIS business, finance and economics; and Ukrainian national and local policies. SME
Internet non-users are least aware about on-line information about business, finance and
economics for Ukraine, NIS and other foreign countries, Ukrainian loca government
policies, and international commercial laws.

B75. (B57.) How much web content do you know exists to ensure the following user needs?

Express views on business, economic or financial | 22.9
government policies | 25.5

Obtain or submit business forms or communicate | 21.4
with national government | 235

Obtain or submit business forms or communicate 24.3
with local government 24.5

Find information about international commercial laws | 32.8
and regulations |33.5

Find information about Ukrainian national policies, |27.1
laws and regulations | 435

Find information about local government policies, | 32.8
laws and regulations | 425

Find business, financial and economic information | 32.8
about other countries | 345

Find business, financial and economic information |32.8
about NIS | 42

Find business, financial and economic information | 34.3
about Ukraine | 48

%
0 SMEs Internet users (2BB - Some, A little) O SMEs Internet non-users (2BB - Some, A little)

Base: 200 — Internet users, 70 — Internet non-users
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Top uses of Internet opportunities

SME Internet users regularly utilize the Internet to identify sources of supplies and
equipment; search and promote their firm in Ukrainian markets; improve their internal
operations through new product, equipment, technologies, management, accounting, and
legal information; and explore Ukrainian national policies and business, financial and
economic information. In all respects, SME Internet users attach greater importance to using
the Internet for these purposes than they are currently practicing. Consequently all these
opportunities are prospective for Ukrainian SMEs. /B52, B59, B66, B73/

Top regular Internet uses (mastery)

Find business, financial | 60.5
and economic information
about Ukraine | 32

Find information about
Ukrainian national | 52
policies, laws and | 255

regulations

Find information about | 76
new products, equipment
and technologies | 41.0

Find management l 67
accounting and legal
information | 30.5

Search for Ukrainian | 70.5
markets | 375

Promote your firm to | 61.5
Ukrainian business or
consumers 250

Identify Ukrainian 77
suppliers and equipment 39.0

Identify NIS suppliers and 57.5
equipment | 22.0

%
[ SME Internet users (2TB mastery section) O Importance

Base: 200 — Internet users, 70 — Internet non-users

SME Internet non-users see themselves as regular Internet practitioners in the future;
from identifying and ordering Ukrainian supplies to searching and promoting their
firm in Ukrainian markets; and improving internal operations and exploring the
external Ukrainian environment, much as SME Internet users currently do. In all
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respects, SME Internet non-users also attach greater importance to using the Internet
for e-commerce than they would practice. This suggests that they lack the confidence
and capabilities to conduct business on-line. /B43, B47, B51, B55/

Would you regularly use Internet opportunities (mastery)

Find business, financial and economic information |85.7
about Ukraine | 58.6

Find information about Ukrainian national policies, | 74.3
laws and regulations | 371

Find information about new products, equipment | 78.6
and technologies |51.4

Find management accounting and legal | 72.9
information, about competitors | 44.3

|84.3

Search for Ukrainian markets
| 71.4

Promote your firm to Ukrainian business or | 84.3
consumers | 67.1

| 81.4

Identify Ukrainian suppliers and equipment | 629

|61.4

Order goods, equipment, services
g aulp 32.9

%

[ SME Internet non-users (2TB mastery section) O Importance

Base: 200

Required help

= Up to 30% of SME Internet users and the majority of SME Internet non-users require
external help to use the Internet for ordering and delivery. Both SME Internet users and non-
users require external help in the form of more web content as well as training and literature
to more effectively use the Internet for order and delivery. /B55, B46/.

= Up to 30% of SME Internet users require help in using the Internet for marketing and
sales. Those that require help would appreciate more web content, as well as training
and literature. The majority of SME Internet non-users require help in conducting
marketing and sales over the Internet. SME Internet non-users would appreciate
more external assistance in the form of training and literature /B62, B50/.
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Up to 34% of SME Internet users require help in using the Internet to improve their
business operations. The majority of SME Internet non-users require help in
improving business operations via the Internet. SME Internet non-users would
appreciate more external assistance in the form of training/literature /B69, B54/

Up to 30% of SME Internet users believe they need external help in using the Internet to
learn about the external environment. They are more interested in increasing web content.
/B55, B62, B69, B76/.

A significant share of SME Internet non-users (up to 48.6%) desire external help to search
for information about the external environment. They are mostly interested in training and
literature, rather than in more web content /B46, B50, B54, B58/.

As arule, SME Internet users want more help with web content for business applications
than they want training and literature. SME Internet non-users, on the other hand, are more
interested in training and literature to help them with business applications of the Internet.

Variations

SME Internet users as well as nontusers in the North believe that they have many more
companies that provide Internet services than SME Internet users and non-users in the
rest of Ukraine.

Internet users in the South, North and Central regions rated service quality higher than
Internet users in the East and West. Service quality was rated by Internet non-users
approximately equally in al regions.

Both Internet users and non-users in the North consider Internet pricing as more
acceptable than usersin the Central region.

?.23. Which characteristics best of all reflect
the level of provision of Internet services in your city?
(Estimate on 5-point scale, where 1-very unsatisfied, 5-very satisfied)
Internet users (Base: 200)

4.1 A

3.9 4

3.7 A

354

3.3 9

3.1 A

2.9 4

2.7 A

2.5+

23 T T T 1

Few Companies Low Service Low Customer Prices are Very  Private Users (1)\ Few Places (1) \
(1) \ Many Quality Level (1) \ Service Level (1)\ High (1) \ Prices  Corporate Users  Many Places (5)
Companies (5) High Level (5) High Level (5) are Very Low (5) 5)
== North ={=South —7/x—East —O—West Center
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Internet non- users (Base: 200)

3.5

2.5~

2 T T 1

Few Companies Low Service Low Customer Prices are Very  Private Users (1) \ Few Places (1) \
(1) \ Many Quality Level (1) \ Service Level (1) \ High (1) \ Prices  Corporate Users  Many Places (5)
Companies (5) High Level (5) High Level (5) are Very Low (5) 5)
== North ={=South —/x—East —O—West Center

Speed of connection, data transmission, reliability of connection, websites hosting and
websites development got the lowest estimation by Internet usersin Central Ukraine.

Security of data transmission was rated lower by Internet users in the South than in the
North.

Internet users estimated services provided in the East as higher than in the rest of Ukraine.
Training services got the highest estimation in the North.

Cost of Internet services, level of client services oriented to SMEs, and image of ISPs were
viewed by Internet users approximately equally in all regions.

No other significant differences in responses were observed, based on location, size and other
characteristics of the SMEs surveyed.
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B26. How are you satisfied with the following parameters
of Internet services you use?

(Estimate on 5 point scale, where 1 — very unsatisfied, 5 — very satisfied)

/\

4.11
4,
3.72
3.6 /\
35 348
35 > A 3.4
3.32 & 3.38
348 A
N
3.3; 9
= 32 7732
3.16 ] 3.1
3,
3.05
2.91
2.88 =
2.65
2.5 -
2
§ g5 5 f£s 8 & &2 % s 2 _E
5 o0y 3§ 02 £ & By & o £ EE
Q Y () Y— - [} © C o
S B £ B g © 23 9§ = F g8
5 T2 5 25 - = 85 g 5 20
© Q8 O 5 5 o 2 ia SS9 m 29
© nF G o= 5 O 25 S 3 2 o 0O
7]
3 z 0 = 5 S5 5 E 28
= = T 2 = 3 G
T 4 - =
o O
== North == South —Z/x—East —=O—West Center
Base: 200
SMEs web-sites

= 38.5% of SME Internet users have their own web sites, mainly built by in-house design
specialists /B80, B83/. The proportion of SME Internet users with web sites increases with
the size of firm. /B80/

= 495% of SME Internet users and 48.6% of SME Internet non-users consider that it is
important to have their own web site. /B41/

= Web sites of SME Internet users, as a rule, are simple in design; consist of genera
information about the company (address, telephone, e-mail) and list products and services
offered. The main purpose of such web sites is to promote their company to potential clients
and then to communicate with them through the telephone or e-mail. Internet services like
developing special platforms for receiving orders, purchases, banking operations and other
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opportunities which speed up business operations as a rule are not accomplished on SME
web sites.

Most SME Internet users built web sites for advertising (79.2%), promotion (66.2%) and
maintaining image (55.8%) /B84/. Meanwhile, only 36% of SME Internet users evaluated
their web site as effective /B85/.

?84. What were the reasons for your organization to build own website?

Company advertising | 79.2

Business promotion 66.2

Image | 55.8

Sales | 48.1

Communication 35.1

Cost savings 5.2

%
Base: 77 - SME Internet users that have own web-sites
40.5% of SME Internet-users, which do not have web sites, plan to create web-sites in the

next 6 months /B87/. The main purposes of creating web sites are advertising (84.3%), sales
of product and services (70.6%) and business promotion (64.7%) /B88/.

?88. What are the reasons for your organization planning to build its own website?

Company advertising 84.3

Sales | 70.6

Business promotion | 64.7

Image |49.0

Communication | 39.2

Technical support for
clients D 2.0

%

Base: 51- SME Internet users that do not have own web-sites
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Language of web-content

The mgjority of web sites visited by SME Internet users are in the Russian language. This
remains the preferred language by SMEs for Internet surfing in the future /B93, B94/.

?93. Please mention the proportion in terms
of specific language websites you use in the Internet.
?94. Please mention the proportion in terms of specific
language websites you would like to use in the Internet.

120.0
1.6 21
100.0
17.6 15.2
80.0
60.0
54.6
61.2
40.0
20.0
28.1
19.6
0.0
% Usage nowadays Would like to use
O Ukrainian O Russian O English [0 Other languages
Base: 200

SME Internet nonusers would also like to visit primarily Russian language web sites. /? 59/.

Sources of information about Internet

For SME Internet users, the best sources of information about the Internet are | eaflets/books,
consultations and CD ROMs /?95/. The main type of information that SME Internet users
would like to receive from these sources would be information about how to use the Internet
for business purposes /? 96/.

The majority of SME Internet non-users had difficulties identifying the best sources of
information about the Internet (65%). 18.5% and 16.5% of SME Internet non-users consider
the best sources are organized training and hiring specialists/consultants.

SME Internet non-users are most interested in Internet business applications (66.7%), general
Internet awareness (34.4%) and Internet basics (33.0%) /B61/. SME Internet non-users
(78.9%) would utilize specialists and consultants primarily to learn about Internet business
applications. /?61/. Most SME Internet non-users (55.7%) do not know where to find such
training and support. /B63/ The majority of SME Internet users (64%) know where to get
such information/B98/
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be the best sources to provide

information and knowledge about the Internet?

[65.0%

D ifficult to answer J1.5%

| 5.5%
[12.5%

2.5%
12.5%

| 8.5%

|19.5

Support
organizations events

Presentations

Training through the
Internet

| 7.0%

Mass Media
| 2

| 9.5%

Seminars

| 16.5%

Hire a

%

4.5%

| 26.5%

specialist/consultant

|31.0%

| 18.5%

Organized Training

|35.5%

|13.0%

CD ROMs

[39.5%

|11.5%

Consultations

| 42 5%

|11.5%

Leaflets/Books

1 50.0%

EOSMESs Internet users

Base: 200 — Internet users, 200

Willingnessto pay for information

The majority of Internet users are willing to pay

CJSMESs Internet non-users

— Internet non-users

for information regarding Internet business

applications, as well as for general information about the Internet, and Internet basics /? 97,

B62 /.

Attitude to the sources of information

SME Internet users evaluated the Internet as the best source for fast, convenient and
economical information. However, information from the specialized pressis considered
more reliable than from Internet sources. Information from the specialized press, at the same
time, is not considered as favorable as the Internet in al other respects. Public press, radio,

and television are not favored sources of informat

ion, compared with the Internet.
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B99. Which media corresponds to which statement?

100.0 -
90.0
90.0 —
80.5
80.0 | _
70.0 -
60.0
60.0 -| _
50.0 | 47.0
40.0 1 35.0
30.5
30.0 | 23.0
| 14.0
20.0 15.5 15.0
10.0 5.0 8.5 8.5 6.5 10.0
.0 - . 6.5 )
30 23 11.00.0
0.0 ‘ ‘
Provides reliable  Makes it possible to Convenient in Economically
information very quickly find the usage profitable way of
necessary receiving
information information
O Internet OPublic press O Specialized press oTv Radio
Base: 200

SME Internet non-users found information from the specialized press to be twice as
economical asinformation from the Internet. SME Internet non-users see little difference
between the specialized press and the Internet when it comes to speed, convenience, and
reliability of information.

B68. Which media corresponds to which statement?

50.0

3 46.0
4 435 —
45.0 05
40.0 - ] 370 380
35.0 - B
30.0
25.0 23.0
20.0
15.0 12.5
10. 8.0 9.0 10.4
10.0 °-) | s —1 [8.5
] 3.0
5.0 05 1.0 25 0.0 _I 20 _l 25
00 T T T
Provides reliable Makes it possible to  Convenient in usage Economically
information very quickly find the profitable way of
necessary information receiving information
OInternet O Public press O Specialized press oTv Radio
Base: 200
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SUPPORT ORGANIZATIONS

Profile of Support Organizations

Surveyed Support Organization Internet users mainly belong to the following types of
organization: community development organizations, consulting firms and business centers.
/BL/. Surveyed Support Organization Internet non-users mainly are: community development
organizations, consulting firms and micro finance institutions /B1/.

Surveyed Support Organization Internet users had significantly greater international and
domestic support than did surveyed Support Organization Internet non-users.

The share of Support Organization Internet users that belong to associations/unions is greater
than the share for Support Organization Internet non-users.

Support Organization Internet users are mainly small in size (72.5% with between 6 and 50
employees). Support Organization Internet non-users are mainly micro in size (51.7% with
between 1 - 5 employees) or small in size (37.9% with between 6 and 50 employees) /B25/.
The mean number of employees of Support Organization Internet usersis significantly larger
than Internet non-users.

State enterprises were not surveyed in this analysis. Private companies constituted 47.1% of
the respondents— Internet users and 44.8% of the respondents— Internet non-users.

SUPPORT
ORGANIZATIONS| Support organizations
INTERNET Internet non-users
USERS
What type of organization do you have? (%)
Community Development Org. 35.3 44.8
Consulting firm 27.5 20.7
Business center 19.6 6.9
Training center 5.9 10.3
Business Association 2 -
Research Center 3.9 -
Business Incubator 2.0 -
Micro Finance Institution 2.0 17.2
Isyour organization any of the following? (%)
Self supporting 51.0 72.4
Has domestic support 65 31.0
Has international support 27.5 10.3
Isyour organization a member of any business associations or unions? (%)
No 45.1 82.8
Yes 54.9 17.2
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SUPPORT
ORGANIZATIONS| Support organizations
INTERNET Internet non-users
USERS
Base (humber of enterprises) 51 29

How many employees has your organization? (%)

Micro size organizations— up to 5 17.6 51.7
employees

Small size organizations — 6-50 employees 72.5 37.9
Medium size organizations — 51-250 7.8 34
employees

Big size organizations — 251 and more 2.0 -
employees

Mean 28.48 10.93

=  Only 65.5 % of Support Organizations Internet non-users have computers

= Support Organizations Internet users have an average 3.4 employees for one computer /? 28,
B29/

= Support Organizations Internet non-users have an average 7.9 employees for one computer
/B25, B26/.

Support Organizations | Support Organizations
Internet users Internet non-users

How many computers does your organization have?

Mean 8.4 13
How many computersin your organizations have the I nternet on them?
Mean 6.4 -
How many employeesin your organization use the Internet?
Mean 7.9 -
?16, 17. How many hours does your organization use the Internet usually?
Mean (per day) 7 -
Mean (per month) 172 -

Profile of SMEs clients of Support Organizations

= Each Support Organization Internet user has an average of 360 SME clients /?8/. Most SME
clients have Internet access. (54.9%) /? 12/.

= Each Support Organization Internet non-user has an average of 50 SME clients /B8/

20.7% of Support Organization Internet non-users believe that many SME clients have
Internet access, 37.9% believe that some SME clients have Internet access.
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Most SMEs supported by Support Organizations (Internet users and non-users) belong to
such spheres of activity as. manufacturing, services (education, tourism, medicine, etc.) and
retail/wholesale trade. /B9/

Support Organization Internet non-users have a larger share of SME clients who are in
transport, manufacturing and service industries, and a smaller share of SME clients who are
in mass media, finance/insurance and advertising, when compared with Support Organization
Internet users.
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B9.What is the sphere of activity of the SME clients you support?

Polygraphy, publishing

Energetical companies

Telecommunications
15.7

20.7

Legislative companies
(advocacy etc) 17.6

10.3
Construction

31.3
Transport

Advertising agencies

Finance and Insurance
31.4

Mass media 39.2

Retail and wholesail 41.4
trade 45.1

Services (education, 62.1
tourism etc) 52.9

62.1

Manufacturing 54.9

%
[ Support org.Internet users - 51 O Support org.Internet non-users - 29
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Services provided to SMEs

= Most services provided to SMEs by Support Organization Internet users are: information
services (64.7%), and consulting services (60.8%). A secondary set of services provided
includes training, market research, management and advisory services, search for business
partners and legidative support /B10/

= Most services provided to SMEs by Support Organization Internet non-users are: information
services (48.3%), legidlative support (44.8%) and business policy/advocacy (37.9%) /B10/

B10. What kind of services do you provide SME clients?
Audit services
Charity help
Personnel recruitment
Financial and credit services 15.7
Technical support 1%%7
Internet services 19.6
Business policy and advocacy 535 379
Organising of exibitions, conferences, 27.6
presentations # 314
Business plan creation 24.1 33.3
Legislative support —ml 44.8
Search for business partners 24.1 39.2
Management and advisory services aLC 39.2
Market research 2l 471
Trainings 24.1 49.0
Consulting services 27.6 60.8
Information services 283 64.7
@ Support org.Internet users-51 | | O Support org.Internet |"10n-user‘s-29 | (;/0
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= Support Organization Internet users use E-mail as the most effective means of
communication with SME clients (as arule once a week and more often) /?13, B14, B15/.

?13. How is the Internet used for interacting or providing services to the SME client?

Virtual Discussion Groups

Small Business Virtual
Network

IP Telephony

ICQ (AOL)

E-mail communications

12.5%
14.6%

Base: 48 - SMEs clients that have Internet access

| 22.9%
| 29.2%
| 93.8%
0 0.1 0.2 0.3 04 05 0.6 0.7 0.8 0.9 1
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Services provided for SMEs through the Internet

= 76.4% of Support Organization Internet users provide their services to SMEs through the
Internet. The services most provided through the Internet are informational services (asarule
provided once aweek and more often), market research (usualy less than once a month) and
search for business partners (once aweek and more often) /? 16, B17/.

= Support Organization Internet non-users would provide their SME clients with information
services and business partner searches via the Internet. Also, they would provide legidative
support and management/consultations services, and organize exhibitions, conferences and
presentations.

= Both Support Organization Internet users and non-users consider information services as the
most effective way to serve SME clients viathe Internet /? 18/.

B.16 What services does your organization provide to SMEs via the Internet?
B14. What services would your organization provide to SMEs via the Internet?

Business policy and | 38.9
advocacy 4.2

| 22.2

Business plans creation 83

| 22.2

Technical support (104

Management and | 38.9
consulting services | 10.4

| 44.4

Legislative support [14.6

16.7
16.7

Consulting services

[ 156

Internet services 118.8

Organising of exibitions, | 50
conferences, presentations | 20.8

|38.9

Trainings 25

Search for business | 66.7
partners | 29.2

| 44.4

Market research 133.3

| 72.2

Information services [54.2

%
@ Support org.Internet users-48 O Support org. Internet non-users-18
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Current and future penetration of SMEs

= Support Organization Internet users believe that 31-32% of all Internet users in the Ukraine
today are SMEs /?23/. They believe the SME percentage will grow from 38% in year 2002
to 44% in 2003 /? 24/.

= Support Organization Internet non-users believe that 25% of all Internet usersin the Ukraine
today are SMEs /?20/ They believe the SME percentage will grow from 41-42% in year
2002 to 47-48% in 2003 /? 21/.

Main purposes of computers usage
= All Support Organization Internet users use computers for the Internet.

= Support Organization Internet non-users use computers for databases (62.1%), accounting
(55.2%) and word processing (51.7%) /? 37, B28/.

Support Organizations Internet users also use their computers for the same purposes, but with
much higher percentages, ranging from 84-94%. /? 37, B28/.

?37, B28. For what purposes are computers used in your organization?

0,
Other 10.3%
. | 55.2%
Accounting
| 84.3%
0,
W ord processing |51'7/0
| 92.2%
2.1%
Data bases |6 > | 94 1%
. 0
Internet | 100.0%
. 0
@ Support org. Internet users O Support org. Internet non-users

Base: 51 — Internet users, 29 — Internet non-users
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Main obstacles

The main factors which pose as obstacles for Support Organization Internet users to use the
Internet are:

= |ow quality of Ukrainian web-content (43.1%),
= |ack of financia resources (41.2%), and
= high cost of Internet access (39.%) /? 109/.

For Support Organization Internet non-users, the main factors which pose as obstacles to use
the Internet mostly are financial:

= |ack of financial resources (86.2%), and
= high cost of Internet access (65.5%).

?109. What are the three most important obstacles to your organization using the Internet?

State policy influencing 6.9%
Internet development 9.8%
Low quality of Internet 10.3%
service providers 15.7%

Low awareness about | 24.1%

Internet usage among :
companies personnel | |21.6%

High cost of Internet 65.5%
access | 39.2%
Lack of financial 86.2%
resources | 41.2%

Low general level of 10.3%

Ukrainian web-content | 43.1%

[ Support org.Internet users O Support org.Internet non-users

Base: 51 — Internet users, 29 — Internet non-users

Support Organization Internet users consider that the most important factors which pose as
obstacles for SMEs to use the Internet are lack of financia resources (60.8%), high cost of
Internet services (41.2%) and low awareness about Internet usage among company personnel
(33.3%) /?19/.
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Support Organization Internet non-users consider that the most important obstacles for SMEs
to use the Internet are

= lack of financial resources (75.9%),
= high cost of Internet access (58.6%), and
» |ow awareness about Internet use among company personnel (41.4%) /? 16/.

?19, B16. What are the three most important obstacles for SMEs to use the Internet?

State policy influencing
Internet development

Low quality of Internet
service providers

Few places with high
quality Internet access
as: Internet cafe,
business centers.,

Low general level of

Ukrainian web-content 31.4%

Low awareness about
Internet usage among

: 33.3%
companies personnel

41.4%

High cost of Internet 58.6%
access 41.2%

Lack of financial 75.9%
resources 60.8%

@ Support org.Internet users O Support org. Internet non-users

Base: 51 — Internet users, 29 — Internet non-users
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ACCESS
Type of access

= 54.9% of Support Organization Internet users use dial-up, and 47.1% use leased lines /?43/.
Only 2% of Support Organization Internet users have Internet access out of the office /?43/.

= 81.3% of Support Organization-potential Internet users plan to use dial-up, and 37.5% plan
to use leased lines /? 42/.

=  When choosing an ISP, the most important factors for Support Organization Internet users
are reliability of connection (78.4%), speed of data transfer (72.5%) and speed of connection
(66.7%) /?41/. However, the level of satisfaction with these parametersis not high. Support
Organization Internet users are most satisfied with the image and services provided by |SPs;
and are least satisfied with training and cost of Internet services/? 42/.

= Support Organization Internet non-users know that they can get Internet access at Internet
cafes (44.8%) and at Support Organizations (business centers, consulting, etc) (41.4%). But
23.1% of such organizations don’'t use Internet cafes for Internet access because they find the
environment inappropriate (noisy etc.) or the location inconvenient. /B34, B35/.

= Most Support Organization Internet non-users (58.6%) don’'t know other Support
Organizations that use the Internet. /B31/

Cost of access

= Support Organizations who have dial-up Internet access pay an average of 181.96 UAH per
month. /B47/ Support Organizations who have leased lines pay an average of 615.6 UAH per
month /B51/

= Support Organizations Internet non-users plan to pay significantly less for Internet access
than Support Organization Internet users currently pay. /B44/

B47 (B44). How much does your organization pay / plan to pay

for Internet access per month, UAH?

Support Organization Support Organization
Internet users Internet non-users
Leased line 615.6 200.00
Dial-up 181.96 29.38

Package of services

= Most Support Organization Internet users which have leased lines obtain unlimited access for
afixed fee (58.3%) /?50/. Support Organization Internet users that have dial-up access prefer
to use a contract package of services (21.4%-28.6%); pre-paid cards are used by 3.6% /? 54/.

= The most attractive forms of payment for those who plan to use dial-up among Support
Organization Internet non-users are fixed fee + payment by hours (37.5%), pre-paid cards
(25.0%) and fixed number of hours for a fixed fee /?45/. Support Organization Internet non-

54



Feonomic Growth |hrough SME Development

users which plan to use leased lines mostly prefer to pay only for the amount of downloaded
information (66.7%) /? 46/.
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Importance and satisfaction of Internet characteristics

= When choosing an ISP for Internet access the most important factors for Support
Organization Internet non-users are: reliability of connection (70.0%), cost of Internet
services (60.0%), speed of datatransfer (60.0%) and speed of connection (50.0%) /? 41/.

= When choosing an ISP for Internet access the most important factors for Support
Organization Internet users are: reliability of connection (78.4%), speed of data transfer
(72.5%), speed of connection (66.7%) and cost of Internet services (54.9%) /? 41/.

?41. Which characteristics of Internet services are important for your organization?
B42. How satisfied are you with the following parameters of Internet services you use?
(1 — absolutely unsatisfied, 5 — absolutely satisfied)

T% Importance of parameters of Internet services

78.4

72.5
70 66.7

60 60
54.
50

2.8

Reliability of ~ Speed of data Speed of Cost of Internet Security of data Level of client Services

connection transmission connection services transmission service provided by
your provider
[ Support org. Internet users [ Support org. Internet non-users =0O=Satisfaction

Base: Support org. Internet users — 51, Support org. Internet non-users — 10
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Access satisfaction

= Support Organization Internet users, which have dial-up Internet access are more satisfied
with quality of Internet services than Support Organization Internet users which use leased
lines /B48, B49, B55, B56/.

Leased access

; Dial-Up
line
?48/55. How satisfied are you with theprice? 3 TB* (%) 83.4 75.0
(1 - very high, 5—very low) Mean 262 216
?49/56. How satisfied are you with the 3TB (%) 91.6 60.6
quality of service? Mean 336 348

(1 —very bad, 5 — very good)

* 3TB (top boxes) — mean merged percentage of answers for three top variants in scale, e.g. very
high, high, affordable

Mastery

= Mostly, top management and IT specialists at Support Organizations use the Internet. Both
use the Internet regularly /? 35, B36/.

?35. Who in your organization uses the Internet?

Logistic experts 9.8

HR department 13.7

Sales specialist 17.6

Advertisement department 19.6

Legal department |27.5

Marketing department |35.3

Accountants |43.1

Management |43.1

IT staff | 70.6

Top management | 80.4

%

Base: 51
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Internet basics

= The Internet is used by Support Organization Internet users most often for E-Mail and to
search for information /B67/. These were the main reasons that made Support Organization
Internet users to initially acquire Internet access /? 64/.

= The majority of Support Organization - potentia Internet users plan to regularly use E-Mail
(93.8%), and search for information (75.0%).

=  Themagority of Support Organization Internet Users don’t join ICQ (Internet tool for
communication) (62.7%) and on-line discussion groups/forum (60.8%). Only onein ten
Support Organization Internet users regularly participate in on-line discussions and forums.
Only onein five regularly participate in ICQ.

= Potentia Internet users among Support Organizations are not very interested in discussion
groups/forums and creating web sites. Only one in four Support Organizations with an
interest in the Internet plan to join online groups/forums. /? 47/.

Required help
» Themajority of Support Organization Internet users do not require help (from outside) to use

E-Mail, 1ICQ and search for information. Support Organizations mostly want help with
organizing their web sites (25.5%) /7 69/.

= Half of Support Organization Internet non-users need help from outside for using these
services (E-Mail — 50%, search for information — 40.0%) /? 47-49)/.
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Order and delivery via Internet

Support Organization Internet users regularly use the Internet to identify Ukrainian, NIS and
other foreign sources of supplies and equipment /?70/.

Support Organization Internet non-users would be most interested in on-line searches for
information about supplies and equipment; foremost from foreign and secondarily from
domestic and NIS sources /? 50/.

Order and purchases of goods, equipment and services through the Internet are rather seldom
made (3.9%-7.8%) /? 70/. Significant numbers of Support Organization Internet users had
problems with ordering and delivering through the Internet (31.4%) /? 74/. Such problems
were mainly related to out-of-date web sites. (37.5%) /? 76/.

37.5% of Support Organizations that plan to access the Internet would also use it to order and
purchase supplies, equipment and services /? 50/.

B.70 Order and delivery possibilities of Internet which organizations use regularly
B50.0rder and delivery possibilities of Internet which organizations would use regularly

Order and purchase 30
supplies, equipment,
services 3.9

Order supplies, equipment, 30
services 78

Identify other foreign 50
suppliers and equipment 21.6

Identify NIS suppliers and 40
equipment 235

Identify Ukrainian suppliers 40
and equipment 39.2

0,
[ Support org. Internet users 0O Support org. Internet non-users %

Base: Support org. Internet users - 51, Support org. Internet non-users — 10
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Marketing and salesvia I nter net

= Support Organization Internet Users most regularly search for information about Ukrainian
markets when using the Internet for marketing and sales opportunities (41.2%) /? 77/. More
seldom do they search for information about NIS (27.5%) and foreign (27.5%) markets.

= Support Organization Internet non-users intend to regularly use the Internet to promote their
firm to Ukrainian businesses and consumers (50.0%) /? 54/.

?77. Internet marketing and sales possibilities which organizations use regularly
B54. Internet marketing and sales possibilities which organizations would use regularly

Accept payments for | 30.0
your goods and services | 5.9

Simplification of delivery 10.0
of goods and services 7.8

Find distributors for your 10.0
goods and services 7.8

Provide sales, technical
. 10.0
and maintenance 9.8
support '

Take orders for selling | 30.0
goods and services | 15.7
Promote your firm to NIS |
businesses or 130.0
|17.6
consumers
Promote your firm to
other foreign businesses 140.0
|19.6
or consumers
Search for foreign | 30.0
markets | 27.5
| 30.0
Search for NIS markets 275
Promote your firm to |
Ukrainian business or 294 150.0
consumers .
Search for Ukrainian | 40.0 %
markets | 41.2
@ Support org. Internet users O Support org. Internet non-users

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10

= Problems related to marketing and sales through the Internet were experienced by 9.8% of
Support Organization Internet users /?81/. Problems experienced concerned poor web
content and out-of-date web sites /? 83/.
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I mprovement of business operations

= Support Organization Internet users regularly seek to improve business operations over the
Internet by searching for information about management, accounting and legislation (58.8%)
and receiving such information interactively (47.1%). Quite seldom is the Internet used for
staff recruitment (7.8%), banking and financial operations (13.7%), interactive training
(13.7%), research on optimum business practices (15.7%) and information about competitors
(15.7%).

= Support Organization Internet non-users plan to regularly search for information about
management, accounting and legislation (90.0%), and receive online management,
accounting and legal information (80.0%) /? 58/.

?84. Improving business operations over the Internet which organizations regularly use

?58. Improving business operations over the Internet
which organizations would regularly use

. 20.0
Recruit employees :’le

Banking transactions and other financial operations [13.7

| 40.0

| 50.0

Participate in on-line training [13.7

| 40.0

Research best practices in business operations [15.7

30.0

Find information about competitors 157

| 40.0

Identify training opportunities 176

Improve communication among employees E fg g
. . . 20.0
Improve other internal operations of your firm 216

Identify financial resources (235

Find information about new products, equipment and 30.0
technologies | 35.3

| 50.0

Receive online management, accounting and legal | 80.0
information | 47.1

Find information about management, accounting and | 90.0
legislation | 58.8

)
@ Support org. Internet users O Support org. Internet non-users %

Base: Support organizations Internet users - 51, Support organizations Internet non-users — 10
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* Problems related to improving business operations with the Internet were experienced by
15.7% of Support Organization Internet users /?88/. Problems were related to out-of-date
web sites and difficulties in searching for information /? 90/.

I nfor mation about exter nal environment

= To receive information about the external environment through the Internet, employees of
Support Organization Internet users search for business, financial and economic information
about Ukraine (58.8%), about Ukrainian national policy (58.8%) and information about local
governmental policies (49.0%). /? 91/. Support Organization Internet users are less interested
in the external environment in the NIS or other countries.

= To receive information about the external environment through the Internet, Support
Organization Internet non-users plan to regularly carry out on-line searches for business,
financial and economic information about Ukraine (60.0%), information about local
government policies, laws and regulations (50.0%) and information about Ukrainian national
policies, laws and regulations (50.0%) /? 62/.

= Most Support Organization Internet non-users (80%) don’'t know how much information
exists about the external environment on the Internet /B64/.

?91. Information about the external environment for which organizations regularly use
(B62. would regularly use — for non-users) the Internet

Express your views on

business, economic or
i - ! ) 7.8
financial government polices I

| 30.0

Find information about
international commercial laws
. | 13.7
and regulations

Obtain or submit business
forms or communicate with
national government

| 30.0

| 30.0

[15.7

Obtain or submit business
forms or communicate with
local government

| 40.0

[15.7

Find business, financial and
economic information about
other countries

| 40.0

| 19.6

Find business, financial and | 30.0
economic information the NIS | 21.6

Find information about local
government policies, laws
and regulations

|50.0
| 49.0

Find information about
Ukrainian national policies,
laws and regulations

[50.0

|58.8

Find business, financial and
economic information about
Ukraine

| 60.0
|58.8

[ Support org. Internet users O Support org. Internet non-users %

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10
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Content

=  Only up to 32% of Support Organization Internet users believe there is a lot of web content
on the Ukrainian market. The vast mgjority believes there is not enough web content. /? 72,
B79, B86, B93/.

= The majority of Support Organization Internet non-users do not know how much web-
content exists on the Ukrainian market. /B52, B56, B60, B64/.

Order and delivery

= The maority of Support Organization Internet users see little content on the Internet for
identifying, ordering and purchasing supplies, especially from Ukrainian and NIS sources.
The majority of Support Organization Internet non-users weren’'t able to evaluate on-line
supply management.

B72. (B52). How much web content do you know exists about order and delivery via the

Internet?
Order and purchase of I 30
goods, equipment,
services | 56.9
Order goods, equipment, | 30
services | 56.9
Indentify other foreign I 30
suppliers and equipment | 58.8
Indentify NIS suppliers |4O
and equipment | 62.7
Indentify Ukrainian I 30
suppliers and equipment 80.4

O Support org. Internet non-users (2BB-Some, A little)
@ Support org. Internet users (2BB-Some, A little)

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10

Marketing and sales

= The majority of Support Organization Internet users see little content on the Internet for
identifying markets, promoting into those markets, taking orders, executing sales and
providing after-sales support. They are especially disappointed with Ukrainian and NIS
market information. The majority of Support Organization Internet non-users weren’t able to
evaluate on-line marketing and sales.
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B79. (B56). How much web content do you know exists about marketing and sales via the
Internet?

0
31.4

Provide sales, technical
and maintenence support

[

Simplification of delivery 20

of goods and services 294

|

Accept payments for your 20

goods and services 31.4

Take orders for selling 20

goods and services 31.8

I

Find distributors for your 20
goods and services 294

Promote your firms to 10
other foreign businesses

or consumers 41.2

Promote your firms to NIS 10
business or consumers 39.2

Promote your firms to 20
Ukrainian business or

consumers 41.1

10
Search for foreign markets 49

Search for NIS markets 20
54.9

Search for Ukrainian 30
markets 60.8

0,
O SMEs org.Internet non-users (2BB - Some, A little) &

[ Support org.Internet users (2BB - Some, A little)

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10
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I mprovement of business operations

= More than half of Support Organization Internet users find little on-line content with respect
to management, accounting, legislation, best practices in business operations, new products,
equipment and technol ogies information.
The mgjority of Support Organization Internet non-users weren't able to evaluate on-line
business operations information.

B86. (B60). How much web content do you know exists
about improvement of business operations via the Internet?

1

Improve other internal
operation in your firm

Improve communication
among employees

Recruit empoyees

Banking transactions and
other financial operations

Identify financial

resources 45.10

Receive online
. 20.0
management, accounting 51.00
and legal information ’

Find management 20.0
accounting and legal -
information 52.90

Participate in on-line 10.0
training 37.30

Indentify training 20.0
opportunities 45.10

Find information about 20.0
new products, equipment - 51.00
and technologies ’

Research best practices 20.0
in busines operations 52.90

Find information about 10.0
competitors 39.20

O Support org. Internet non-users (2BB - Some, A little) %
@ Suppot org. Internet users (2BB - Some, A little)

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10
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I nformation about exter nal environment

= More than half of Support Organization Internet users find little on-line content with respect
to business, financial, economic information about Ukraine and NIS, Ukrainian national and
local government policies, laws, regulations.

The majority of Support Organization Internet non-users weren't able to evaluate on-line
information concerning the external environment.

B93. (B64).How much web content do you know exists about exploring
the external environment via the Internet?

Express you views on business, economic or 20
financial government policies 139.2
Obtain or submit business forms or communicate 20
with national government | 45.1
Obtain or submit business forms or communicate 20
with local government | 49
Find information about international commercial 20
laws and regulations | 49
Find information about Ukrainian national policies, 10
laws and regulations |54.9
Find information about local government policies, 20
laws and regulations 156.9
Find business, financial and economic information 20
about other countries | 49
Find business, financial and economic information 20
about NIS |52.9
Find business, financial and economic information 20
about Ukraine | 66.7
O Support org. Internet non-users (2BB - Some, A little) %

@ Support org.Internet users (2BB - Some, A little)

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10
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Top uses of Internet Opportunities

= Support Organization Internet users primarily utilize the Internet to improve internal business
operations (management, accounting and legal information) and to explore Ukraine's
environment (national and local policies and business, financial and economic information).

= In al respects, Support Organization Internet users attach greater importance to using the
Internet than they are currently practicing. Consequently all these opportunities are
prospective for Support Organization Internet users /B70, B77, B84, BOL/.

B70, B77, B84, B91. Top Internet opportunities for Support Organization Internet users
(mastery)

Find information about local government policies, | 66.7
laws and regulations [ 49.0

Find information about Ukrainian national policies, | 66.7
laws and regulations | 58.8

Find business, financial and economic information | 78.4
about Ukraine | 58.8

Receive online management, accounting and legal | 60.8
information [47.1

Find information about management, accounting | 72.5
and legislation [58.8

Promote your firm to Ukrainian business or |56.9
consumers [29.4

Search for Ukrainian markets I 70.6

[41.2

| 72.5

| ify NI li i
dentify NIS suppliers and equipment | 535

| 78.4

Identify Ukrainian suppliers and equipment 739.2

[ Support org. Internet users O Importance

Base: 51

= Support Organization Internet non-users plan to utilize the Internet mostly to improve
internal business operations (management, accounting and legal information) and to explore
Ukraine's environment (national and local policies and business, financial and economic
information). They also intend to use the Internet to identify foreign suppliers and to promote
themselves in Ukrainian markets.
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In all respects, Support Organization Internet non-users attach greater importance to using
the Internet than they would regularly practice. This suggests they lack the confidence and
capabilities to conduct business on-line. /B50, B54, B58, B62/.

B50, B54, B58, B62. Top Internet opportunities for Support Organization Internet non-users
(mastery)

Find information about local government policies,
laws and regulations 50.0

I:4
o)
o
o

Find information about Ukrainian national policies, 70.0
laws and regulations 50.0

Find business, financial and economic information 90.0
about Ukraine 60.0

Receive online management, accounting and legal 100.0
information 80.0

Find information about management, accounting and 100.0
legislation 90.0

[

Promote your firm to other foreign businesses or 50.0
consumers 0.0

1

Promote your firm to Ukrainian business or 70.0
consumers 50.0

80.0
Search for Ukraini ket
earch for Ukrainian markets 200

Identify other foreign suppliers and equipment 50.0

o)
o
o

Identify NIS suppliers and equipment 70.0
40.0
. . . . 70.0
Identify Ukrainian suppliers and equipment 200
%
@ Support org. Internet non-users O Importance

Base: 10
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Required help

Up to 45% of Support Organization Internet users would appreciate external help for
identifying, ordering and purchasing supplies and equipment on-line. Their primary interest
is in identifying Ukrainian suppliers over the Internet, followed by NIS and other foreign
suppliers. Support Organization Internet users believe that web content is more important to
them than training or literature. /? 73/.

Most Support Organizations that are potential Internet users are unfamiliar with using the
Internet to identify, order and purchase supplies, equipment and services /?52/. Therefore
most of these organizations require external help to identify, order, and/or purchase on-line
1?53].

Support Organizations that are potential Internet users could consequently benefit most from
training and special literature which explain how to order goods, equipment and services
through the Internet (60.0%) /? 53/.

Up to 30% of Support Organization Internet users would appreciate external assistance with
on-line marketing and sales. These Support Organizations are most interested in identifying
Ukrainian markets, for which web content would be most appropriate.

Most Support Organizations that are potential Internet users would appreciate external
assistance for on-line marketing and sales. Specifically, they need help to identify Ukrainian
markets, promote themselves to Ukrainian customers, and take orders from such customers.
They view their needs primarily in the form of training and literature /? 57/.

Up to 25% of Support Organization Internet users believe they could use outside assistance
in using the Internet to improve their interna operations. Some see the need for more web
content, while others would appreciate training and specialized literature for utilizing the
Internet more effectively.

More than 50% of Support Organizations that are potential Internet users would require
externa help in using the Internet to improve their internal business operations. Training and
literature would be the preferred means of such external assistance. /? 61/.

Up to 35% of Support Organization Internet users believe they could benefit from outside
help in using the Internet to explore the external environment. Their strong interest isin more
web content, ranging from business, financial and economic information about the Ukraine
to local Ukrainian laws.

About 60% of Support Organization Internet non-users need help for identifying business,
financial and economic information about Ukraine, information about local/national
government policies, laws and regulations. The best kind of help would be training and
literature /? 65/.

Variations

The majority of Support Organization Internet users in large cities believe they have more
companies which provide Internet services than counterparts in small cities. These
companies provide Internet services at lower prices than in small cities. There are very few
places where it is possible to use the Internet in small cities when compared with large cities
/B39/.

Support Organization Internet non-users in large cities also believe they have more
companies and public facilities that provide Internet services as compared to Support
Organization non-usersin small cities/B30/.

Northern Support Organization Internet users believe they have more companies providing
Internet access than counterparts in western Ukraine believe.
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Southern Support Organization Internet users consider they have better Internet service
quality compared to counterpart organizations in the East. Also southern Support
Organization Internet users evaluated customer service higher than western Support
Organization Internet users.

Northern Support Organizations see lower Internet prices than Support Organizations located
in the West and East of Ukraine. The East is characterized as a region where more public
facilities are available to access the Internet than in the West or Center of Ukraine /B39/.

B39. Which of the characteristics best of all reflect
the level of Internet services providing in your city?

4.3 1
3.8 1
3.3 1
2.8 1
2.3 1
1.8 1
B4 15
13 L} L} L} L} L} 1
Few Companies Low Quality of  Low Quality of Prices are Very Private Users (1) Few places to
(1) / Many Services (1) / Customer High (1) / Prices  / Corporate  use Internet (1) /
Companies (5) High Quality (5) Service (1)/ are Very Low (5) Users (5) Many places to
High Quiality (5) use Internet (5)
=== North ={=South =/x=East =O=—\West £4— Center

Base: Support organizations Internet users-51; Support organizations Internet non-users-10

Eastern Ukraine evaluated such characteristics of Internet services, as speed of data
transmission, as less important than for western Ukraine. Speed of connection is more
important for eastern Ukraine than for the West, Center or North. Cost of Internet servicesis
amore crucial characteristic for the West than for the North /B41/.
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Web-sites of Support Organization Internet users

The majority of Support Organization Internet users (58.8%) have web sites /? 98/ created
primarily by in-house design teams (73.3%) /? 101/. The main purposes of these web sites
were for company advertisement (90%) and for creating and supporting the firm’'s image
(76.7%). However, Support Organizations are not very satisfied with effectiveness of their
web sites/? 102, B103/.

25.5% of Support Organization Internet users that do not have web sites plan to create them
in the next 6 months. /? 104/. Web sites are planned to be created by local web design teams.
(69.2%) /? 106/.

Language of web-content

The majority of Support Organization Internet users visit web sites in Russian (52.2%)
/?110/. The same tendency will be observed at least for the next two years. However, the
share of organizations that would like to visit web sitesin Ukrainian will increase /? 111/.

48% of Support Organization Internet non-users prefer to use web sites in Russian. 28% of
Support Organization Internet non-users would prefer to use Ukrainian language web sites
1? 66/.

?.110.Please mention the proportion in terms
of specific language websites you use on the Internet?
?.111/B.66.Please mention the proportion in terms
of specific language websites you would like to use on the Internet?

100% 0.8 0.5 5.0
0 7 —— P
1
90% -
0 26.1 212 19.0
80%
70% -
%% 46.1
50% -| ' 48.0
52.2
40% ~
30% +
20% -|
’ 322 28.0
10% -| 21.0 ’
O% T T 1
Use Internet users would like Internet non-users would
to use like to use
[ Ukrainian ORussian English O Other languages

Base: Support organizations Internet users-51; Support organizations Internet non-users-10
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To increase SME demand for Internet services
Support Organizations believe that SME demand for Internet services can be increased.

= Support Organization Internet users believe the best ways for this are to develop such
Internet services as ecommerce (51.0%), Internet advertising (45.1%) and | P telephony
(39.2%) /7 20/

= Support Organization Internet non-users believe the best ways are to further develop
Internet advertising (52.1%), IP telephony (41.7%) and banking operations through the

Internet (34.5%)
B20/B17. What services have to be developed
to increase demand from SMEs for Internet services?
. 34
Hosting
7.8
13.8
Web-design
255
Virtual storehouse 13.8
(information storage of .
goods, etc.) 355
17.2
E-commerce
51
Virtual office 24.1
235
Banking operations 345
through the Internet 19.6
IP Telephon 1.4
prony 39.2
- 48.3
Internet advertising
451
%
[ Support org. Internet users O Support org. Internet non-users
Base: 51 — Internet users, 29 — Internet non-users
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= Support Organization Internet users as well as non-users believe that web content
improvements can also increase SME demand for Internet services. Key to this are
improving Ukrainian search engines, updating information on web sites, and increasing the
presence of Ukrainian companies on the Internet /? 21/.

?21/B18. What has to be improved in Ukrainian web-content in order
to increase demand from small and medium companies for Internet services?

0,
Increase amount of 6.9%
information in Russian 11.8%

27.6%
Increase amount of
information in Ukrainian 17.6%
Design solutions for 24.1%
information protection.
(copyright) 21.6%
Increase presence of 51.7%
Ukrainian companies in
the Internet 60.8%
Update information on 62.1%
web-sites 60.8%

Improving Ukrainian 62.1%
search engines 86.3%

O Support org. Internet non-users

@ Support org. Internet users

Base: 51 — Internet users, 29 — Internet non-users
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Support Organization Internet users as well as non-users believe that basic Internet training
programs would best assist SMEs to use more web-content /? 22, B19/. Support Organization
Internet users aso believe that advanced Internet training and advertising campaigns would
also assist SMEs in their use of web content /? 22/. Support Organization Internet non-users
put more faith in CD-ROMSs, seminars and conferences, and advanced Internet training /B19/

?22 (B19). What would assist small and medium size companies to use more web-content?

Advanced level of
training/programs about
computer

Leaflets/brochures
about Internet

Articles in specialized
magazines/publications

Seminars/conferences
about Internet

CD-ROMs about
Internet

Basic level of
training/programs about
computer

Advertising campaigns

Advanced level of
training/programs about
Internet

Basic level of
training/programs about
Internet

13.8%
5.9%
10.3%
11.8%

13.8%

| 23.5%

| 24.1%
1 29.4%

| 34.5%
 29.4%

| 20.7%

1 29.4%

13.8%

| 35.3%

| 24.1%

135.3%

51.7%

70.6%

@ Support org. Internet users O Support org. Internet non-users

Base: 51 — Internet users, 29 — Internet non-users
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Sources of information about the Internet

= Most Support Organization Internet users (82.4%) /? 115/ as well as non-users (60.0%) know
where they can get information about Internet basics and Internet use in business

applications. /B70/

Support Organization Internet users consider the best sources of information as organized
training (62.5%) and CD-ROMs (50.0%). Support Organization Internet non-users consider
organized training (60.0%), |eaflets/brochures/books (40.0%), CD-ROMs (40.0%) and
specialists (30.0%) as preferred sources of information /? 112, B67/.

B112. (?67). Which of the following would be the best sources
to provide information and knowledge on Internet?

Support organizations 10.0%
events 6.3%
Training through the 10.0%
Internet 12.5%
. 10.0%
Mass Media | 18.8%
Hire a | 30.0%
specialist / consultant | 25.0%
0,
Consultations | 20.0% | 31.3%
. 20.0%
Seminars |
131.3%
| 40.0%
Leaflets/Books | 37.5%
40.0%
CD-ROMs |
| 50.0%
0,
Organized Training | 6?'602{05%
[ESupport org.Internet users [JSupport org. Internet non-users

Base: Support organizations Internet users - 51, Support organizations Internet non-users - 10

Willingness to pay for information

= Most Support Organization Internet users surveyed (up to 90.9%) are willing to pay for
leaflets / books and CD ROMs concerning general awareness about the Internet. Up to 80%
of such organizations are willing to pay for presentations and |eaflets and books on Internet
basics and for seminars about business applications of the Internet. /B114/
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= 50% of Support Organization Internet non-users are willing to pay for organized training
1?67, B69/. Most preferred is organized training about how to use the Internet for business
purposes and about Internet basics.

Attitude to the sources of information

= Support Organization Internet users evaluated the Internet as the best source for fast,
convenient and economical information. However, information from the specialized press is
considered more reliable than from Internet sources. Information from the specialized press,
at the same time, is not considered as favorable as from the Internet in al other respects.
Public press, radio, and television are not favored sources of information, compared with the
Internet. /? 117/.

?117. Indicate, which media corresponds to which statement

100.0 -
90.2

90.0 — 86.3

80.0 -

70.0 -

60.8 62.7
60.0 — [ ]
50.0
39.2
4001 —
30.0 - 255 27.5
21.6
20.0 15.7
119 [37 18
11.8 78

Bl 0 B e BERY BHES

@'&) I: T T 1

Provides reliable Makes it possibleto  Convenient in usage Economically profitable
information very quickly find the way of receiving
necessary information information
OInternet OPublic press O Specialized press TV O Radio
Base: 51
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= Support Organization Internet non-users found the Internet as the best source for fast and
convenient information. Both the Internet and specialized press were believed to provide
equally economica information. Support Organization Internet non-users believe that

information from the specialized press to be twice as reliable as information from the Internet
1?75].

B75. Indicate, which media corresponds to which statement

80.0 - 75.9 75.9
70.0 ~ 65.5
60.0 ~
50.0 1 44.8 448 44.8
40.0 -
34.5
30.0 ~
20.7 20.7
20.0 ~
138 10
10.3 .
10.0 - 6.9 6.9 6.9 6.9 103103
% — |—| — 3434
00 D T T 1
Provides reliable Makes it possible to  Convenientin usage Economically profitable
information very quickly find the way of receiving
necessary information information
OInternet O Public press O Specialized press TV ORadio
Base: 29
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PUBLIC FACILITIES

= The maority of surveyed public facilities that provide

Internet access are Internet cafes (60%). The remainder are

Support Organizations (Internet clubs, business centers and

training centers) /B3/.

- The maority of

public facilities are self-supporting

organizations.

= 100% of public facilities have private ownership /B2/.

= Public facilities are mainly small organizations (with up to 50

employees).
What type of organization do you have? (%)
Internet Café 60
Internet Club 28
Business center 8
Training center 4
Isyour organization any of the following? (%)
Self supporting 80
Has domestic support 20
Isyour organization a member of any business associations or unions? (%)
No 92
Yes 8
How many employees has your organization? (%)
up to 5 employees 40
6-50 employees 60

= Support Organizations: All support organizations provide

Internet services, as well as training (50%) and information

services (50%) /B4/. Internet services are the main focus of

business for the majority of support organizations surveyed

(60%) /B5/. The majority of support organizations (80%) are

also self-supporting /B6/.

= 64% of public facilities have been on the market for one year

/B8/. The majority of public facilities are single offices (84%)
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/B10/, and are not members of any business associations
(92%) /B12/.

Most public facilities do not have problems recruiting
technical staff (84%) /B16/. Those with problems have
mentioned low level of qualifications (100%) and the absence
of technical specialists (50%) /B17/.

The majority of public facilities (60%) stated that leqgislation
significantly requlates their activity. 48% of public facilities
identified taxation, and 36% mentioned central and local
government inspections as regulatory factors affecting their
business /B18/.

The mgjority of public facilities (76%) have up to 20 computers, which are used by clients
/B14/. 84% of public facilities have up to 10 employees/B15/.

80% of public facilities provide Internet access by leased line and 24% by dial-up /B48a/.

Services provided

All Internet cafes provide Internet services (it's the main services that are used by clients),
cafes services, computer games and printing documents. 93.3% of Internet cafes provide
computer time for work /B19, B21/. All other surveyed support organizations also provide
Internet services /B23/.

Training programs are provided by 20% of Internet cafes and by 30% of support
organizations /B19, B23/.

The most widespread type of training provided by support organizations is the basic level of
Internet training (88.9%) /B26/.

Besides Internet services, clients of support organizations use computers for games, training
skills, scanning and printing documents (20%-30%) /B24/.

The Internet is used, on average, by 45.5 % of the total client base of support organizations
/B25/.

Most often clients use the Internet for communications (E-mail, chat, ICQ, AOL, etc.) /B27/.

B27. What do customersusually surf the Internet for?
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Download software 12.0%

Business information 32.0%
Educational information 36.0%

News 40.0%

Entertainment (music, travel, movies etc.) | 48.0%
Communication (E-mail, ICQ, Chat, AOL etc.) I 100.0%
Base: 25

Clients description

= Public facility clients tend to be in the 16-22 age group (35.8%), college students (44.0%),
and school students (32,4%) /B32, B35/. On average, 43.8% of public facility clients are
loyal. /B33/.

= 36% of public facility clients are corporate and 64% are individuals. Public facilities are
mainly oriented towards individuals /B38, B36/. SMEs are estimated to be 16.2% of the total
client base of public facilities /B39/, and account for 14% of total financia turnover /B40/.

= Public facility managers believe that SMEs seldom frequent public facilities because it is
more profitable for SMES to access the Internet at their workplaces.

= Charges for computer rental and Internet access are higher at support organizations than at
Internet cafes/B28, B29/.
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?29. How much does Internet
access cost
(hr./ hour)

?28. How much does it
cost to rent computer
time for your clients

(hr/hour)
Support Organizations 2.8 4.7
Internet Café 2.7 2.7
Public Facilities (Total) 2.8 4.1

» Individual and corporate clients visit Internet cafes in approximately equal proportions
(46.7% and 53.3% respectively) /B36/. However, Internet cafes believe that individuals are
their main customers (85.7%) /B38/.

?36. Do any companies use services of your organization?

120.0 4
ONo BYes

100.0 -

80.0 20.0 46.7

60.0 1

40.0 1 70.0

53.3
20.0 -

0.0

Support Organizations Internet Cafe

Base: Internet cafe- 15, Support Organizations — 10

= Two-thirds of the SME clients of public facilities are involved in wholesale or retail trade
(66.7%) /B4A1/.

B41. To what sphere of activity does small and medium companies
which use services from your company mainly belong?
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Telecommunication (mobile etc.) 11.1%

Construction 11.1%

Finance and insurance (banking, insurance, | 0
financial) [ 111.1%

Manufacturing 22.2%

Legal companies (advocacy etc.) | 33.3%
Advertising agencies ] | 33.3%
Services (education, tourism, medicine etc.) ] | 44.4%
Wholesale/retail trade ] | 66.7%

Base: 25

I mportance of Internet characteristics

= The most important characteristics of Internet services for public facilities are speed of data
transmission, speed of connection, reliability of connection and cost of Internet services. This
profileis similar in both large as well as small cities /B53/.

B53. Which characteristics of Internet services areimportant for your
organization?
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Training D4%
(e-mail, web, ftp, newsgroups, etc.) D 4%

Orientation to small and medium business 8%

Recommendations from friends, colleagues about :I
0
ISP 12%

Host websites and websites development 12%

Services provided by your provider 16%

Security of data transmission 32%

Level of client service | 40%
Cost of Internet services | | 2%
Reliability of connection | | 76%
Speed of connection | | 76%
Speed of data transmission | | 84%

Base: 25

Quality of services provided for public facilities

= Themajority of public facilities evaluated the quality of Internet services provided to them as
good and very good (60%) /B50/. Prices for Internet were evaluated as acceptable (72.0%)
/B51/.

= Most of al public facilities are satisfied with speed of data transmission. Public facilities are
least satisfied with the small business orientation of Internet Service Providers. These views
are similar for public facilitiesin large and small cities. /B54/
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Factors influencing Public facilities

= Public facilities believe that low income levels are the greatest obstacle they face (68.0%)
/B65/.

B65. Which factor s pose as obstacles for your organization using the
Internet?

Inspections D 4%

Imperfect legislation D 4%

State policy on national level D 4%

Low demand for Internet services D 4%
Low awareness about Internet/computers usage :l 8%
Lack of qualified employees :l 8%
Lack of special Internet dev. programs :l 8%

Low general level of Ukrainian web-content 16%

Lack of financial resources 16%

Low awareness about Internet among population | 28%
High cost of Internet access | 28%
Low demand from the population | 36%
Low level of population income 68%
Base: 25

Factors influencing SMEs Internet use

= According to public facilities, the main factors which influence use of Internet services by
SMEs are: low awareness about Internet among personnel of companies (52.0%), lack of
financial resources (40%) and high cost of Internet access (40%) /B66/.
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B66. What are the most important obstacles for SMEsto usethe Internet?

State policy influencing Internet development

Few places with high quality Internet access as:
Internet ca

Low quality of Internet service providers

Low general level of Ukrainian web-content

High cost of Internet access

Lack of financial resources

Low awareness about Internet usage among
company personnel

Base: 25

12%
12%
16%

[ 24%

| 40%

| 40%

[ 52%

To increase SMEs demand for Internet services:

= Public facilities believe the most effective way for them to increase their client base (SMEs
and others) is to offer discounts /B43, B44/. In addition, public facilities believe that SME
demand for Internet services can be increased with:

1. More web design services (52.0%) and I P telephony (48.0%) /B46/;

B46. What services have to be developed first, in order to increase
demand from small and medium companiesfor Internet services?
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Separate access line | | 4%

Virtual office 12%

Virtual storehouse (information storage of goods etc.) | 20%

Banking operation through the Internet | 28%

Hosting | 32%

?- commerce | 329%

Internet advertising | 40%

IP Telephony | 48%

Web-design | 52%

Base: 25
2. Updated web sites (64%) and improved Ukrainian search engines (64%) /B47/,

B47. What hasto beimproved in Ukrainian web-content
in order toincrease Internet demand from small and medium companies?

Increase amount of inform ation in
L |20%
Ukrainian

Increase amount of inform ation in
Russian

[28%

Design solutions for inform ation

0,
protection. (copyright) [28%

Increase presence of Ukrainian

0,
companies on the Internet |60/°

Improving Ukrainian search

0
engines |64/o

Updated inform ation on web-sites | 64 %

Base: 25

3. Basic Internet training programs (36.0%) /B48/.

B48. What would assist small and medium size companies to use mor e web-
content?
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Articles in specialized magazines/publications
Advertising campaigns

Seminars/conferences about Internet

CD-ROM about Internet

Leaflets/brochures about Internet

Basic level of training/programs about computer

Advanced level of training/programs about Internet

Advanced level of training/programs about
computer

Basic level of training/programs about Internet

Base: 25

Prospective Internet services

Feonomic Growth |hrough SME Development

[ ]4%
[
m—r
[ 8%
T Jiew

| 20%

[ 20%

[ 24%

| 36%

= Public facilities believe that leased line access (72.0%) and IP telephony (72.0%) are the
most prospective Internet services for the next two years /B61/.

B61. Which of the following services do you consider
to be the most prospective on the Ukrainian market in the next two year s?
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Creating platforms for banking operations through |
the Intern

12%

Training 12%

Creating and placing advertising on the Internet | o
(banners, | [ 112%

Software creation 16%

Creating platforms for E-commerce 16%

Callback 16%

Video conferencing 20%
Dial up 24%

Creating LAN | 28%

Pre-paid cards | 28%

Creating web-sites/web-design | 44%

Satellite access to the Internet | 48%

IP Telephone | 72%

Leased line | 72%

Base: 25

=  60% of public facilities consider providing Internet services as profitable for them /B56/. The
same share of public facilities plan to expand their business /B57/ by increasing the number
of services provided /B58/.

= More than 80% of public facilities believe that the Internet will grow dynamically in their
city and throughout Ukraine in next two years /B59, B60/.

Will Internet dynamically grow in the next two year s?

B59 - in your city B60 - in Ukraine

100 ~ 88.0
80 4

80.0

60 -
40 -
20 4

0

in your city in Ukraine

Base: 25
= According to public facilities, nowadays the share of SMEs among total Internet users is
about 39-40% in Ukraine /B67/. The share of SME usersin Ukraine will increase a bit during
the next two years, to about 43%, but the SME share will remain lower than other users
/B68/. Public facilities do not consider SMEs to be their main business market.
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Level of web-sites
= 92% of public facilities believe that business-oriented sites on the Internet need to be
broadened, as well as sites in Russian and Ukrainian /B62, B63/.

?62. What isthe availability of businessrelated websites on the I nternet?
?63. What isthe availability of websitesin Ukrainian/Russian?

68
40
32
20 20
4 8 4 4
Very low Low Average High Very high

O availability of websites in Ukrainian/Russian [ availability of business related websites on the Internet

Base: 25

Variations
= Internet cafes were pointed out as places for Internet access by 100% of public facility
respondents. Many respondents (56%) pointed out schools and libraries.

?69. What public facilitiesfor surfing Internet are present in your city?

Internet café 100.0

Library/school 56 .0

P ost office 36.0

Support
organizations

Institute
(com puter 8.0
lab)

Base: 25
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= Public facilitiesin small cities believe that their level of Internet service quality and customer
service are higher than found in larger cities. Public facilities recognize that there are more
options for Internet access in large cities than small cities.

?52. Which of the characteristics best of all reflect
thelevel of I nternet services providing in your city

4.0 3.
3.8
3.
3.0
2.0 T : T
Few companies Low service Low customer Prices are very  Private users(1) Very few places
(1)/many quality level(1)/a  service(1) /high  high(1)/Prices /corporate where it is
companies (5) high service customer are very low(5) users(5) possible to use
quality level(5) service(5) Internet(1)/many
places where it is
=O==Total == arge cities =/ Small cities possible to use
Internet(5)

Base: Small cities— 9, Large cities— 16

= Public facilities in western Ukraine believe that they have better Internet service quality and
better customer services than experienced in the northern Ukraine. Public facilities see more
alternatives for Internet access in northern and southern Ukraine than in other regions.

?52. Which of the characteristics best of all reflect
thelevel of Internet services providing in your city
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5.0 -
4.0
3.0
2.0
1.0
0.0
few companies a low service low customer Prices are very private users(1) very few places
(1)/many quality level(1)/a  service(1) /high high(1)/Prices are /corporate where it is
companies (5) high service customer very low(5) users(5) possible to use
quality level(5) service(5) Internet(1)/many
places where it is
North == South —/—East —=O=—\West possible to use
Internet(5)

Base*: 25: North — 6, South — 6, East — 6, West — 6
* Center was not included to the chart due to small sample.
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INTERNET SERVICE PROVIDERS (ISPs)

Profile of 1SPs

=  91.7% of 1SPs surveyed are owned as private companies. The remainder is joint enterprises.
B4/

= One out of four surveyed ISPs are members of a business association or union. Of those
belonging, two-thirds are members of the Association of Internet Market Participants
(AURIU) and the Ukrainian Internet Association (INAU). One-third belongs to the
Association of Users of Computer Networks.

= Themagority of 1SPs surveyed have up to ten employees (66.75%).

?5. Isyour company a member of any business associations or unions?(%)

No 75
Yes 25
?23 How many employees work in your company (Total number of employees)?(%)
Upto 10 66,7
11 and more 33,3
BASE: 12

= All surveyed ISPs offer dial-up and leased line access to the Internet, and domain
registration. Other significant services offered are web-site design (91.7%), web hosting
(91.7%) and establishing local area networks (LANS) (83.3%) /? 7.

However, 91.7% and 75% of the surveyed I1SPs consider dial-up and leased line services,
respectively, to be their main and most profitable business /B8/.

?8. What are the main servicesfor your company? (%)

Dial-up 91,7
Leased line 75,0
Satellite access to the Internet 16,7
Hosting 16,7
Creating web-sites/web-design 16,7
Difficult to answer 8,3
Pre-paid cards 8,3
Collocation 8,3
Providing I P addresses 8,3
Creating LAN 8,3
Provide access channels to other providers 8,3
Training 8,3
Pre-paid services for anonymous access 8,3
Base: 12
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= Dia-up and leased line services are also considered by ISPs to be the most promising
business activities for the next two years. Other promising business services include: creating
web-sites/web-design, collocation (servers location) and satellite access to the Internet. /? 9/

B9. Which of the following services do you consider to be the most prospective
on the Ukrainian market in the next two years? (%)

Leased line 58,3
Dial up 41,7
Creating web-sites/web-design 33,3
Collocation (servers location) 25,0
Satellite access to the Internet 25,0
Callback 16,7
Pre-paid cards 16,7
IP Telephone 16,7
Creating LAN 16,7
Content projects 16,7
Creating platforms for E-commerce 16,7
Creating platforms for banking operations through the 16,7
Internet

BASE: 12

| SPs and Public facilities

» The magjority of 1SPs provide their access channels to such places as: schools, post-offices,
libraries; Internet cafes; and support organizations.

= |SPs provide public access most frequently through support organizations.

?61. What places with accessto the I nternet does your company
provide with channels (except offices and households)% ?

Schools, post-offices, libraries. 50,0
Internet cafe 50,0
Support organizations 41,7

?62. How many of the mentioned or ganizations
does company provide with Internet access? (M ean)

Internet cafe 2

Support organizations 11

Schools, post-offices, libraries. 6,3
BASE:12

= According to I1SPs, the two main strengths of their companies are qualification of personnel
and high quality of provided services.
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?10. In your opinion what are the three main strengths of your company?

Quialification of
personnel

High quality of provided |
services

Orientation to specific
needs of users

Flexible pricing policy

Professional top
management

Web-content

Technical resources

I 75.0
| 75.0
| 41.7
] I 33.3
I 33.3

] | 25.0

167

0.0 1(;.0 2(;.0 3(;.0 46.0 5(;.0 6(;.0 7(;.0 8(;.0

Base: 12

» The majority of ISPs consider their main competitors to be such Internet service providers as
Golden Telecom (25.0%) and Ukrnet (16.7%). /? 11/

?11. Which Internet providers do you consider to be your competitors?

Golden telecom

] 25.0

Ukrnet | | 16.7
TENET | | 8.3
TsSS - Evrocom | /8.3
Trilojik | /8.3
Telematika | | 8.3
IP Telecom | /8.3
Infocom | | 8.3
Ukrtelecom | | 8.3
Farlep | |8.3

0.0 50 10.0 15.0 20.0 25.0 30.0
Base: 12
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= Half of surveyed ISPs intend to increase their investments in Internet services. 41.7% intend
to maintain their investment levelsin Internet services/? 12/.

?12. What isyour current market strategy?

Difficult to answer
8%

Increase
investments to the
main sphere of
activity
50%

Keep the same
investments
42%

Base: 12

External channels

= Most ISPs have 2-3 externa channels including foreign channels.

= One quarter of ISPs have transit (through Ukrainian providers) access channels, one third of
| SPs have direct (foreign) access channels.

= Currently, surveyed ISPs use 63.5% of transit external channels and 55% of direct external
channels.

» Themajority of ISPs plan to increase the number of access channels.

?13. How many external channels does your company haveto I nter net
including foreign channels? (%)

1 8,3
2 41,7
3 33,3
Difficult to answer 16,7

?14. What external channelsto the Internet doesyour company have:
direct / transit / paritet (if any)? (%)

Transit (through Ukrainian providers) 75,0
Direct (foreign) 33,3
Paritet (including points of traffic exchange) 25,0
Difficult to answer 8,3

?17. How much of your external channelsare used (in percentage) ?
Direct ‘ Transit
Mean 55 | 63,5
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?18. Doesyour company consider it necessary
to increase the number of access channelsto the Internet?(%)

Yes 58,3
No 25,0
Difficult to answer 16,7
BASE: 12
Input lines

= |SPs anticipate that input lines will increase next year: in particular the number of digital
lines will grow by 50% while the number of analog lines will increase by 67%. /? 19/.

?19. How many input lines (modem pull) do you have and how will it change
next year?

200.0
150.0 788
100.0 +—— 47.2
120.0
50.0 80.8
0.0
2001 2002
O Digital lines Analog lines

Base: 2001: digital —4, analog —9; 2002: digital — 4, analog —6

= |SPs believe their input lines are overloaded by 61% /? 20/.

= All ISPs provide leased line Internet access. 1SPs evaluated that their leased lines are
overloaded on average by 51.7% /? 21, ? 22/.
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Main obstacles

= The main obstacles for Internet development in cities are: high level of telephone lines
monopolization (50%) and low level of population income (41.7%) /B30/.

?30. What arethe obstaclesin developing Internet Servicesin big cities?

High level of monopolization of telephone lines | 50.0

Low income level of population | 41.7

Low level of knowledge about Internet/computers | 25.0

Lack of special programmes for development of Inet 16.7

Low level of Ukrainian web-content :I 16.7

Low level of knowledge of usage of Inet amongst :I 16.7
employees

State policy on national level :I 16.7

High cost of external channels 8.3

State policy on local level 8.3

Lack of technical opportunities to provide Internet 8.3

Low demand for Internet services among private users 8.3
T

0.0 10.0 20.0 30.0 40.0 50.0 60.0

Base: 12

= The main obstacles for Internet development in towns are: high level of telephone lines
monopolization (25%) and lack of technical opportunities to provide Internet (25%) /B31/.
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?31. What arethe obstaclesin developing I nternet Servicesin small towns?

Lack of technical opportunities to provide Internet

High level of monopolization of telephone lines

Low level of knowledge in Internet/computers

Low demand for Internet services among private
users

Low demand for Internet services among corporate
users

Low level of Ukrainian web-content

Low level of knowledge of usage of Inet amongst
employees

Low income level of population

Lack of special programmes for development of Inet

Lack of financial resources

High cost of external channels

| 25.0

| 25.0

| 16.7

| 16.7

| 16.7

| 83
| 83
| 83
| |83
| |83
| |83

0.

Base: 12

0 5.0 10.0

15.0 20.0 25.0 30.0

= According to I SPs, the main obstacle for SMEs to use the Internet is low awareness about

Internet usage among personnel of companies (83.3%) /B45/.

?45. What are the three most important obstaclesfor SMEsto usethe

Internet?
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Low quality of Internet service providers | |8.3%
High cost of Internet access 16.7%

State policy influencing Internet 0
development :I 25.0%

Lack of financial resources [41.7%

Low general level of Ukrainian web-content [ 50.0%

Low awareness about Internet usage
among company personnel

83.3%

0O 01 02 03 04 05 06 07 08 09

Base: 12

Web-sites

= |SPs estimate the availability of business related web sites in Ukraine as low (50%) and
average (50%) /B32al. Availability of business related web sites in Ukrainian and Russian is
evaluated lower than sitesin other languages (low - 75%, very low — 16.%) /B33/.

Main segment

= Two-thirds of I1SPs report that their main market is corporate Internet users /B36/. In the
future, 1SPs believe that the share of private Internet users will increase /B38/.

= On average, corporate users comprise 48% of total ISP users/?.37/.

?37. What isthe percentage ratio among | nternet usersyour company
serves?

Non govermental
organizations and
political parties
Govermental sector 2%

5%

Individual users

Corporate users
45%

48%

Base: 12
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= The majority of ISP corporate clients are SMEs /B40/. Small size companies (6-50
employees) will remain the main segment for ISPs during the next few years (about 67%)
/B41/.

?40. What isthe percentage ratio among your cor por ate users?

Large companies

(More than 250 Micro-companies

employees) (1-5 employees)
10% 25%

Medium size \

companies (51-

Small size
250 employees) companies (6-50
24% employees)
41%
Base: 12

= The most active SME Internet users belong to such spheres of activity as. service (education,
medicine, tourism etc.), manufacture, finance and insurance /? 42/.

?42. To what sphere of activity does small and medium companies
which use services from your company mainly belong?

Telecommunication (mobile etc.) 11.1%

Wholesale\retail trade 22.2%

Construction 22.2%

Advertising agencies ] 33.3%

Mass media |33.3%

Legal companies (advocacy etc.) | 44.4%

Manufacturing | 55.6%

Finance and insurance (banking, insurance, |
financial)

| 55.6%

Services (education, tourism, medicine etc.) | 66.7%

0 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8

Base: 9 - |SPs that have SMESs clients
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To increase SME demand for Internet services:

* |norder to increase demand for Internet services among SMEs, it is necessary to first
develop banking operations through the Internet (75%) /B46/.

?46. What services have to be developed first in order to increase
demand from small and medium companiesfor Internet services?

Banking operation through the Internet [75.0
?- commerce |41.7
Web-design [33.3
Virtual storehouse (information storage of | 133.3
goods etc.) | '
IP Telephony [33.3

Internet advertising 25.0

Hosting 16.7
Virtual office 16.7

0.0 100 20.0 30.0 40.0 50.0 60.0 70.0 80.0

Base: 12

= |SPsconsider that web content needs to be improved in the following directions: update
information on web sites, improve and devel op search engines and increase the presence of
Ukrainian companies on the Internet /B47/.

?47. What have to be improved in Ukrainian web-content first
in order to increase demand from small and medium companies for
Inter net services?
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Design solutions for information protection. :l o
(copyright) 16.7%

Increase amount of information in Ukrainian 25.0%
Increase amount of information in Russian 25.0%

Increase presence of Ukrainian companies on the

0,
Internet | 58.3%
Improving Ukrainian search engines | 58.3%
Updated information on web-sites | 58.3%

0 0.1 0.2 0.3 0.4 0.5 0.6 0.7

Base: 12

= |SPs believe that advanced Internet training programs as well as advertising campaigns
would best assist SMEs to use more web-content. /B48/.

?48. What would assist small and medium size companies to use mor e web-
content?

State policy for popularization Internet 8.3%

Children education in school 8.3%
CD-ROM about Internet 8.3%

Basic level of training/programs about computer 8.3%

Seminars/conferences about Internet | 25.0%
Basic level of training/programs about Internet | | 25.0%
Leaflets/brochures about Internet | | 33.3%
Articles in specialized magazines/publications | | 33.3%
Advanced level of training/programs about | 133.3%
computer |
Advertising campaigns | 41.7%
Advanced level of training/programs about Internet | | 50.0%
0 O‘.l O.‘2 O‘.3 O‘.4 O‘.5 O‘.6

Base: 12

Cooper ating with Ukrtelecom

= 58.2% of ISPs reported problems in cooperating with Ukretelecom /B59/. The main problem
cited was Ukrtelecom’ s monopoly policy. /? 60/

Variations:

= Beyond ISP opinions regarding the main obstacles to developing Internet servicesin cities
and towns, no further significant differences in responses could be ascertained based on ISP
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location and size of firm.
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WEB CONTENT PROVIDERS

Profile of Web Content providers

= The mgority of surveyed web content providers (68%) are companies which provide web
content in addition to their main sphere of activity /B4/

= An average web content company has 26-30 employees /B5/

= The majority of companies were founded between 1994 and 2000. They started to provide
web content since 1998. /B13/

= Web content services make up a small share in company turnover compared with other
services provided. /B15/

= 60% of respondents are private companies.

?4. Doesyour organization? (%)

Provide web content in addition to its main 68.0
activities
Provide web content only 32.0
?5. How many employees work in your company (total number)? (mean)
Web content provider 26.1
Provides web content in addition to its activity 30.0
? 6. How many web- programmerswork in your company? (mean)
Web content provider 4.3
Provides web content in addition to its activity 35
?7. How many other technical employeeswork in your company? (mean)
Web content provider 54
Provides web content in addition to its activity 11.9
? 8. How many employees work in marketing/sales departments? (mean)
Web content provider 34
Provides web content in addition to its activity 4.5
B13. In what year was your company founded? (%)
1991/1992 8.0/8.0
1993 4.0
1994 16.0
1997 16.0
1998 20.0
1999 16.0
2000 12.0

B14. In what year did you company start to provide web content? (%)

1993/1994 4.0/4.0
1995 8.0
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1996 4.0
1997 8.0
1998 20.0
1999 28.0
2000 24.0

?15. What per centage of turnover doesweb content comprise relative
to other services provided by your company? (%)

Web content 28.4
Other services 71.2
Services

= The most widespread services provided by web content providers are: creating web-
sites/web-design (88%), domain registration (88%), web hosting (84%), and creating and
placing advertising on the Internet (80%) /B17/.

= However, they believe the most promising services are not related to web content, but to
providing leased lines (60%) and IP telephony (52%). The most prospective web content
services are: creation of ecommerce platforms (48%) and creation of web-sites/web-design
(48%) /B18/.

?17. What services do your company provide?

B18. Which of the following services do you consider to be
the most prospective in the Ukrainian market for the next two years?

Provided Prosp_ective

Services Services
Creating web-sites/web-design 88,0 48,0
Domain registration 88,0 0,0
Web hosting 84,0 8,0
Creating and placing advertising on Internet (banners 80,0 8,0
etc.)
Dia up 76,0 20,0
Leased line 68,0 60,0
Software creation 68,0 32,0
Content projects 64,0 24,0
Creating LAN 64,0 4,0
Providing I P addresses 60,0 4,0
Technical services (equipment installation, tuning...) 60,0 12,0
Provide access channels to other providers 52,0 8,0
Creating E-commerce platforms. 48,0 48,0
Data transmission (frame relay) 44,0 8,0
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Provided Prospective

services services
Video conferencing 40,0 8,0
Creating platforms for banking operations through the 32,0 40,0
Internet
|P Telephony 32,0 52,0
Pre-paid cards 32,0 8,0
Training 32,0 8,0
Collocation 28,0 16,0
Satellite access to Internet 20,0 20,0
Callback 0,0 4,0
Base 25 25

= Currently, the most published web content is news (72%) that covers as many Internet users
as possible. In addition, a significant share of web content providers supply information
about Ukrainian business partners and markets (56%), currency rates (48%), and prices,
products and suppliers (48%) /B21/.

= Web content providers mainly plan to develop content for the corporate sector by providing
more information about Ukrainian business partners and markets (20%), management

information and consulting services (16%), and information for start-up businesses (16%)
/B23/.

?21. What type of web content does your company provide at present?
B22. Which of the stated services are chargeable?
?23. What type of web content does your company plan to provide?

Prsvvgged Chargeable e el

content content
News 72,0 12,0 4,0
Information about Ukrainian business partners and 56,0 12,0 20,0
markets
Currency rates 48,0 0,0 0,0
Information about prices, products and suppliers 48,0 12,0 8,0
Information about equipment and technology 44,0 0,0 4,0
Stock indices 28,0 4,0 4,0
Information about financial resources 24,0 8,0 8,0
Information about NIS business partners and markets 24,0 8,0 12,0
Legal information 24,0 8,0 8,0
Accounting and tax information 16,0 8,0 8,0
Information for start-up business 12,0 0,0 16,0
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Prenieee Planned web
web Chargeable
content

content
Information about foreign business partners and markets 8,0 4,0 12,0
Management information and consulting services 8,0 4,0 16,0
Training 8,0 8,0 12,0
Difficult to answer 4,0 56,0 32,0
Base 25 25 25

» Today, individual users are the main business segment for web content providers (52%)
/B26/. However, the importance of corporate users will increase (44% of web content
providers consider corporate users as the main segment for their business in the future) /B28/.

Corporate clients

= Eighty-seven (87) percent of corporate users of web content are SMEs. Small firms, with
between 6 and 50 employees, are the largest consumers (43.7%) within the corporate sector
/B30/. They will remain the largest consumers of web content over the next couple of years

(40%) /B31/.

?30. What isthe percentage ratio among your cor por ate web content user s?

Large Companies

(More than 250 Micro-companies
employees) (1-5 persons)
13% 18%

Medium size
companies (51-
250 employees)

25%

Small size
companies (6-50
employees)

44%

Base: 23 - that have corporate users
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The majority of SMEs that use web content are in services (education, tourism, medicine)
(52.2%), wholesal e/retail trade (39.1%), and telecommunications (34.8%).

?34. To what sphere of activity do small and medium companies
which use web content from your organization mainly belong?

Farmaceutical companies |:] 4.3%
Statistics 7|:] 4.3%
Legal companies (advocacy etc.) 7: 13.0%
Construction 7: 13.0%
Transport 7: 17.4%
Manufacturing | | 21.7%
Finance and insurgnce .(banking, insurance, | | 26.1%
financial) |
Advertising agencies | 30.4%
Mass media | | 30.4%
Telecommunication (mobile etc.) | | 34.8%
Wholesale/retalil trade | [ 39.1%
Services (education, tourism, medicine etc.) | | 52.2%
0 011 0‘.2 0‘.3 0‘.4 0.5 0.6

Base: 23 - that have corporate users

= Web content providers surveyed believe that the greatest obstacles facing SMEs in using the
Internet are: lack of financial resources (72.0%), low awareness about Internet usage among
companies personnel (64.0%) and low general level of Ukrainian web content (60.0%)
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=  SMEs most frequently use information about Ukrainian business partners and markets
(60.9%), and prices, products and suppliers (47.8%) /B32/.

?32. What type of web content is used by small and medium companies
most of all?

Management information and consulting services l:] 4.3%
Information about financial resources l:] 4.3%

Information for start-up business 13.0%

Stockindices [ ]17.4%

Currencyrates | ]17.4%

Legal information : 17.4%
News | ]21.7%

Information about NIS business partners and markets 21.7%

Accounting and tax information | 26.1%
Information about equipment and technology | 26.1%
Information about prices and products, suppliers | 47.8%

Information about Ukrainian business partners and

0,
markets I 60.9%

Base: 23 - that have corporate users
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= Web content providers believe that the following content, currently absent from the Internet,
would be useful to SMEs: management information and consulting services (30.4%) and
training (21.7%), legal information (21.7%), and information for start-up businesses (21.7%)
/B33/.

?33. What type of web content that could be useful for small and medium
companies
isabsent in the Internet?

Information about prices, products, suppliers 8.7

Information about equipment and technology |13

Informationt about foreign business partners

and markets | 113
Accounting and tax information |17.4
Information for start-up business ] | 21.7
Legal information | | 21.7
Training ] | 21.7

Management information and consulting
services

| 30.4

To increase SME demand for Internet services:

= Develop additional web services, most important of which are banking (84.0%) and e
commerce (76%) in order to increase the demand of SMEs for Internet services /B46/.
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?46. What services have to be developed in thefirst place to increase
demand
of small and medium companiesfor I nternet services?

Hosting 7: 28.0%
Virtual storehouse (inf:::)ation storage of goods 7: 32.0%
Web-design | 36.0%
Internet advertising ] | 36.0%
Virtual office ] | 40.0%
IP Telephony ] | 52.0%
?- commerce ] | 76.0%
Banking operation through the Internet ] | 84.0%

Base: 25

* Improve web content by updating information on the web (80.0%), and increasing the
presence of Ukrainian companies on-line (72%) /B47/
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?47. What have to be improved in thefirst place in Ukrainian web content
to increase demand from small and medium companiesfor |nternet
services?

Increase the level of information reliability D 4.0%
Specialised publications in press D 4.0%
Increase amount of information in Ukrainian 8.0%

Increase amount of information in Russian 8.0%

Design solutions for information protection (copyright) | 40.0%

Improving Ukrainian search engines | 56.0%

Increase presence of Ukrainian companies in the

0,
Internet I 72.0%

Update information on web-sites | 80.0%

Base: 25
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= Launch advertising campaigns (64%), publish articles in specialized magazines/publications
(44%), and sponsor seminars and conferences (44%) to best assist SMES use more web

content in Web content providers opinion /B48/.

?48. What would assist small and medium size companies to use more web

content?

Improving quality of
ebcontent, support and
financing
Developing of
infrastructure covered
of business problems

State policy for
popularization Internet

Children education in
school

Advanced level of
training/programs about
computer
Basic level of
training/programs about
computer

CD-ROM about Internet
Advanced level of

training/programs about
Internet

Leaflets/brochures

about Internet

Basic level of
training/programs about
Internet

Seminars/conferences
about Internet

Articles in specialized
magazines/publications

Advertising campaigns

Base: 25

[ ]a.0%

[ ]a.0%

| 32.0%
| 40.0%
| | 44.0%
| | 44.0%
| 64.0%
0 O‘.l 0‘2 O‘.4 O‘.5 O‘.6 O‘.7
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Obstacles for developing web content in Ukraine

= According to web content providers, the main obstacles for developing web content in
Ukraine are lack of financial resources/investment (60%) and non-profitable content projects
(56%) /B49/.

?49. Which factors pose as obstacles for developing web content in
Ukraine?

Bad quality of phone lines |:] 4.0%

Absense of lagislative regulation |:] 4.0%

Local state policy 16.0%
High cost of Internet access 20.0%

National state policy | 24.0%
Low demand for Internet services | [ 24.0%
Piracy and lack of legal defense | | 28.0%
Lack of web-specialist able to provide web-content | | 28.0%

Lack of knowledge how to use the Internet by

) | 36.0%
companies..
Safety of e-commerce/financial transactions | 40.0%
No complex programs to _develop web-content in I 40.0%
Ukraine
Not profitable content projects | 56.0%
Lack of financial resources/investments |60.0%

Base: 25
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For web content providers themselves the main factors which pose as obstacles to develop
web content are non-profitability of content projects (36%) and lack of financial

resources/investments (32%) /B50/.

?50. Which factors pose as obstacles for your organization to develop web

content?

Bad quality os phone lines

Absense of legislative regulation

Local state policy

Piracy and lack of legal defense

Lack of knowledge how to use the Internet by
companies..

National state policy

Low demand for Internet services

Safety of e-commerce/financial transactions

High cost of Internet access

No complex programs to develop web-content in
Ukraine

Lack of financial resources/investments

Not profitable content projects

[ ]40%

[ ]40%

[ ]40%
[ ]so%
[ ]so%
[ ]so%
[ |sow
12.0%

12.0%

]
]

24.0%

| 32.0%

36.0%

Base: 25
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= Web content providers judge the availability of business web sites as low and very low
(44%). They estimate the availability of business web sites in Ukrainian and Russian as even
lower (68%) (low and very low).

?61. What isthe availability of business websitesin the I nternet?

?62. What isthe availability of websites in Ukrainian/Russian?

Hiah 4.0
19
4.0
28.0
Average
| 44.0
52.0
Low
1 40.0
Verv | 16.0
ery low
4.0
O Business web-sites [ Ukrainian web-sites

Base: 25

Variations:
No significant differences in responses were observed, based on location, size and other
characteristics of the web content providers surveyed.
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Comparison of key questions

= All surveyed organizations reported that the most important obstacles to use of the Internet
for SMEs are: lack of financial resources, high cost of Internet services, low awareness
among personnel, and low quality of Ukrainian content.

Among SMEs, Internet users felt low quality of Ukrainian web content was a very significant
obstacle, while Internet non users accorded a higher priority to low level of awareness. All
Support Organizations (both Internet users and non users) felt low awareness among SME
personnel was a more critical factor than low quality of Ukrainian content. Both ISPs and
web content providers believe that state policy influencing the development of the Internet is

asignificant factor influencing SME use of the Internet.

WHAT ARE THE THREE MOST IMPORTANT OBSTACLESFOR SMESTO USE

INTERNET?
Support Support
In?elz\ffet In?elz\ffet CrgEalzE- | O Ize- PUlEilE ISPs coWn(tegnt
users NON-USErs on Internet | on Internet Facilities roviders
users non-users P
47.5% 55.5% 60.8% 75.9% 52% 83.3% 2%
Low quality Lack of Lack of Lack of Low Low Lack of
of Ukrainian financial financial financial awareness awareness financial
web-content resources resources resources about about resources
Internet Internet
usage among | usage among
company company
personnel personnel
42% 41.5% 41.2% 58.6% 40% 50% 64%
Highcost of | Highcostof | Highcostof | High cost of Lack of Low generd Low
Internet Internet I nternet I nternet financial level of awareness
access access access access resources Ukrainian about
web-content I nternet
usage among
company
personnel
36.5% 39.5% 33.3% 41.4% 40% 41.7% 60%
Lack of Low Low Low High cost of Lack of Low generd
financial awareness awareness awareness I nternet financial level of
resources level about about about access resources Ukrainian
how to use Internet use Internet use web-content
Internet among among
company company
personnel personnel
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SME
Internet
users

32.5%

Low
awareness
about
Internet use
among
company
personnel

SME
Internet
non-users

14.5%

Low generd
level of
Ukrainian
web-content

Support
Organizati-
on Internet

users

31.4%

Low genera
level of
Ukrainian
web-content

Support
Organizati-
on Internet
non-users

17.2%

Low generd
level of
Ukrainian
web-content

Public

Facilities ISPs
24% 25%
Low generd State policy

level of influencing
Ukrainian Internet
web-content | development
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Web
content
providers

24%
State policy
influencing

Internet
development

In order to increase SME demand for the Internet, | SPs and web content providers believe
that on-line banking, e-commerce and | P telephony are the most important Internet services
to develop. Beyond these three on-line services, other surveyed organizations felt that
Internet advertising was particularly important, as was web design.

SME Internet

non-users

63.5%

Internet
advertising

31.5%
Virtual
storehouse
27.5%
| P telephony

What services have to be developed first, in order to increase demand from SMEs for Internet

services?
Support Support
Organization | Organization Public ISPS Web content
Internet Internet Facilities providers
users non-users
51% 48.3% 52% 75% 84%
E-commerce Internet Web design Banking Banking
advertising operations operations
through the through the
Internet Internet
45.1% 41.4% 48% 41.7% 76%
Internet | P Telephony |P Telephony E-commerce E-commerce
advertising
39.2% 34% 40% 33.3% 52%
| P telephony Banking Internet | P telephony | P telephony
operations via advertising
Internet

In order to increase SME demand for the Internet, all surveyed organizations believe that
updating information on websites, improving Ukrainian search engines, and increasing the
presence of Ukrainian enterprises on the Internet are the three most important ways of
improve web content. All felt that updating website information was the most critical factor,
except Support Organization Internet users who felt that improving Ukrainian search engines
was of prime importance.
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What have to be improved in Ukrainian web-content in order to increase demand from SMEs for
Internet services?

Support Support
SME Internet | Organization | Organization Public Web content
L ISPs .
non-users Internet Internet Facilities providers
users non-users
50% 86.3% 62.1% 64% 58.3% 80%
Update Improve Update Update Update Update
information on Ukrainian informationon | informationon | informationon | information on
web-sites search engines web-sites web-gites web-sites web-sites
49.5% 60.8% 62.1% 64% 58.3% 72%
Increase Update Improve Improve Improve Increase
presence of information on Ukrainian Ukrainian Ukrainian presence of
Ukrainian web-sites search engines | searchengines | search engines Ukrainian
companies on companiesin
the Internet the Internet
44.5% 60.8% 51.7% 60% 58.3% 56%
Improve Increase Increase Increase Increase Improve
Ukrainian presence of presence of presence of presence of Ukrainian
search engines Ukrainian Ukrainian Ukrainian Ukrainian search engines
companies on companies on companies on companiesin
the Internet the Internet the Internet the Internet

= All surveyed organizations, except for web content providers, accord a very high priority to
basic and advanced training to assist SMEs to use web content more. Web content providers
differed, believing that advertising campaigns, articles in specialized media, and seminars

and conferences could do more to assist SM Es to use more web content.

WHAT WOULD ASSIST TO SMESTO USE MORE WEB-CONTENT?

Support Support
SME Internet | Organization | Organization Public Web content
- ISPs .
non-users Internet Internet Facilities providers
users non-users
43.5% 70.6% 51.7% 36% 50% 64%
Basic level of Basic level of Basic level of Basic level of Advanced level Advertising
training training training training of training campaigns
programs about | programsabout | programsabout | programsabout | programs about
Internet Internet Internet Internet Internet
25.5% 35.3% 34.5% 24% 41.7% 44%
Basic level of Advanced level | CD ROM about | Advanced level Advertising Articlesin
training of training Internet of training campaigns speciaized
programs about | programs about programs about magazines /
computer Internet computer publications
22% 45.3% 24.1% 20% 33.3% 44%
CD ROMs Advertising Advanced level | Advanced level | Advanced level Seminars/
about Internet campaigns of training of training of training conferences
programs about | programsabout | programsabout | about Internet
Internet Internet computer
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= All surveyed organizations accorded a high priority to speed of data transmission and
reliability of connections as among the most important characteristics of Internet services.
Cost of Internet services was an important factor only for SME and Support Organization
Internet non-users.

WHICH CHARACTERISTICSOF INTERNET SERVICES ARE IMPORTANT FOR
YOUR ORGANIZATION?

Support Support
SME Internet SME Internet Organization Organization Bulsie Bastiiies
users non-users Internet Internet
users non-users
77.5% 68.6% 78.4% 70% 84%
Speed of data Cost of Internet Reliability of Reliability of Speed of data
transmission services connection connection transmission
75.5% 65.7% 72.5% 60% 76%
Speed of connection Reliability of Speed of data Speed of data Speed of connection
connection transmission transmission
75.5% 57.1% 66.7% 60% 76%
Reliability of Speed of connection | Speed of connection Cost of Internet Reliability of
connection services connection

Related Market Research Data

The survey results of 400 SMEs, 80 Support Organizations, 12 ISPs, 25 web content providers
and 25 public facilities from four cities and eight towns in Ukraine have been presented. This has
provided a clear picture of the survey’ sfirst two objectives:

» Therole that the Internet presently plays in supporting SMEs in the Ukraine; and
» Specific constraints that limit SME Internet access, mastery and content

The third objective is now approached: Recommendations to overcome these constraints,
thereby increasing the utility of the Internet for SMEs in Ukraine. However, before doing so, it
isimportant to look at the larger context of SMEs in Ukraine and how Ukrainian SMEs compare
with small business Internet use globally. Fortunately, a number of recent studies and reports
can be drawn upon.*

Ukraine SMEs
» More than 50% of SMEs in Ukraine have persona computers.
More than 20% of SMEs have Internet access.
More than 75% of these SMESs use the Internet frequently.
However, there are very large variations based on location and city vs town.
There are fewer variations based on size of firm and SME sector.

YV V V V

! Results from the BIZPRO (K11S), IFC and Dunn & Bradstreet surveys (2001, 2000-2001, 2001)
a. BIZPRO/ KIIS SME survey of more than 5,000 small businesses in Ukraine

b. 1FC SME survey of more than 1,700 small businesses in Ukraine

c. |FC Internet survey of 450 SMEs that use the Internet
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> Inany case, SMES complain about poor Internet connections and high prices.

Ukraine Support Organizations

» The great majority of Ukraine SME Support Organizations utilize the Internet. This
observation is based on: (@) the BIZPRO UBAN registration of Support Organizations
where 70% report Internet access; and (b) this survey which had difficulty finding
Support Organizations that didn’t access the Internet.

Ukrainein Perspective
> Approximately 1.7% of Ukrainians access the Internet from some 280 I SPs.

» While the Ukraine Internet is growing 40% a year, the global Internet is growing by 50-
55% annually.

» Ukraine is relatively new to e-business. In May 2000, the Economist Intelligence Unit
ranked Ukraine 45" out of 60 countries in terms of its “ e-business readiness, a composite
of a country’s business environment and connectivity.

» SMEs in Ukraine are behind other European colleagues. For example, an August 2001
survey found that more than 50% of Polish firms use the Internet. Another survey in
May 2001 found that 59% of British small firms use the Internet

> Inthe United States, a March-April 2001 survey of 540 small firms by Dun & Bradstreet
provided benchmarks in which we can compare Ukraine.

SMEs with SMEs with SMEs satisfied SMESs receive

Internet Access Website with web-site orders online
us 67% 33% 23% 17%
Ukraine 20% 7.6% 2.7% 3.3%

What doesthis suggest?
Internet across Ukrainian society isin its nascent stages.
The small business sector is aleader in Internet adaptation in Ukraine
SME Support Organizations are even more eager in pioneering Internet use
Ukraine lags behind many countries in e-business adaptation
Y et, there is a strong foundation for rapid growth in SME use of the Internet
The Internet can serve as a useful tool for SME strengthening in Ukraine
From the point of view of BizPro, thisimplies:
- BIZPRO can use the Internet effectively in project operations
- BIZPRO can contribute to strengthening the Internet as an SME tool broadly
- Support Organizations are a good partner for Internet strengthening
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