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Executive Summary 

Slnce 1990, the Natlonal Telephone Cooperatlve Assoclatlon (NTCA) 
has been carrylng out a program to introduce member-owned 
cooperatlve and rnunlclpal-based telephone companles In Poland 
Three centrally-funded AID grants enabled NTCA and ~ t s  local 
counterpart organlzatlons to 

rn Create four cooperative and munlclpal telephone companies 
wlth an addltlonal 10 cornpanles to be operational soon 

rn Successfully carry out pollcy dlalogue whlch changed the 
Pollsh telecommun~cat~ons law and regulations to permlt 
Independent operators (70 llcenses have been ~ssued) and to 
make lnterconnectlon and revenue sharlng arrangements of 
mutual beneflt for the state monopoly (TP SA) and 
flnanclally strong new cornpanles 

I Establish a natlonal tralnlng center and self-sustalnlng 
foundatlon to promote thls grassroots rural telephone 
approach In Poland, Bulgarla and other Central European 
countries based on the unlque U S self-help model, not 
present anywhere else In the world 

Three prevlous evaluations of thls NTCA program have been hlghly 
posltlve Thls assessment revlews the thlrd AID qrant (EUR 180- 
6032-A-00-1028-00) that explres on September 30, I996 ‘impacts @ lnclude 

Establishment of two addltlonal prlvate munlclpal companies 
(a total of four) Intervlewees sald that wlthout NTCA 
assistance, these companles would not exlst The grant 
helped lncrease rural telephone servlce from 3,000 to 17,000 
customers, two thlrds of all telephone servlce provlded by 
lndependent operators In contrast, other more 
confrontational efforts to prlvatlze TP SA falled 

Creatlon of the Foundation for the Promotion of Telephone 
Cooperatives whlch 1s entlrely self-supporting The 
foundatlon carrled out extensive tralnlng programs for over 
500 community leaders and telecommunlcat~ons experts In 19 
tralnlng modules, prepared 35 telephone deslgn and busmess 
plans, lntroduced three new telephone technologies, and 
Introduced a pllot project of telephone servlce for the 
dlsabled and poor creatlng subsldles exceedmg $100,000 

The three AID-funded projects together have dlrectly 
leveraged $28 mllllon ln U S Investments (a multlpller of 
28 to one), lncludlng the purchase of $2 7 mllllon In U S 
telephone equipment and servlces In two years, thls total 
investment In NTCA-asslsted companles wlll rlse to $100 
mllllon and serve over 100,000 customers 



@ Economlc lmpacts of telephone servlce in the four communltles 
wlth new companles has been dramatlc The longest operatlng 
telephone system has been the catalyst for approxlmately 100 new 
busmesses and for mcreased lncomes In the reglon by over 30% 
Quallty, dlgltal telephone servlce has attracted Amerlcan 
investors such as Goodyear, Igloo (food processing), Amway, 
Ralnbow (vacuums), POLAMPACK CANPACK (a cannlng factory wlth 
1,000 employees) and Blocom (medlcal productlon) Addltlonally, 
thousands of small buslnesses have been created or prospered wlth 
Improved telephone servlce, and small farms have mcreased 
productlon wlth better accessed to lnputs and tlmely marketmg 

The lnlt~al success of telephone companles, founded by local 
gmlna mayors and councils, has dlrectly led to addltlonal 
munlclpal servlces of over $10 mllllon In sewage treatment plants 
(based on U S technology), solld waste collection systems, and 
natural gas plpellnes for households 

Telephone servlce 1s particularly important for women who usually 
manage household fmances, work ln the servlce sector and manage 
greenhouses where telephones help save tlme and money as well as 
lncrease buslness efflclency A negatlve Impact of telephones 1s 
less face-to-face soclallzlng ln small vlllages 

The grant enabled NTCA to share the Pollsh telephone experience 
wlth other Central European countries, especially Bulgarla As a @ result, the NTCA prolect 

Helped create the f~rst two telephone cooperatives ln 
Bulgarla and gamed assurances from the regulatory body 
(CPT) that they wlll lssue operatlng llcenses 

Carrled out pollcy dlalogue and grassroots tralnlng that 
gamed an understandlng of cooperatlves as socially-orlented 
buslnesses that are more polltlcally and legally acceptable 
than ~nvestor-owned telephone companles at thls tlme In 
Bulgarla 

Selected a pllot locatlon ln Ravda on the Black Sea where 
Pollsh and U S experts wlll prepare a comprehenslve 
technlcal and buslness plan, necessary for an operatlng 
llcense, revenue sharlng arrangements and flnanclng 

The major recommendations are 

b AID and NTCA should consolidate the success ~n Poland 
through the creatlon of a trade assoclatlon of prlvate 
telephone companles The assoclatlon would carry out 
advocacy, negotiate wlth the state monopoly on key lssues, 
expand the grassroots telephone movement, ldentlfy fundlng 
sources, provlde legal and technlcal assistance, promote 



tralnlng and new technologles, and llnk the Independent 
Pollsh systems wlth slmllar U S companies and suppliers 

In Bulgaria, NTCA should prepare a technical and flnanclal 
plan for the Sea Gull Telephone Cooperatlve ln Ravda and 
submlt lt to the Bulgarian-Amerlcan Enterprise Fund or other 
fundlng sources wlthln the remalnlng t ~ m e  of the grant 

U S A I D / P O ~ ~ ~ ~  and ~ s ~ ~ ~ / ~ u l g a r l a  should conslder modest 
addltlonal grant support for NTCA to complete thls hlghly 
successful program Smce all three NTCA grants have been 
centrally funded, these projects have not been fully 
Integrated m t o  the mlsslons' strategies and portfolios 

~~D/washlngton should share thls NTCA experience and 
lessons-learned wldely as part of the New Partnershlp 
Inltlatlve (NPI) The NTCA program comblnes all three NPI 
elements small busmess formation, NGO strengthenlng and 
local governance 

The prolect conflrms the theory on the conservation and 
moblllzatlon of soclal energy ln that lnltlal and repeated 
communlty efforts met wlth many failures, but eventually 
succeeded wlth persistent grassroots leadership a The rapld success of telephone servlce bullds publlc 
confidence In local governments whlch, then, were able to 
moblllze communlty resources for other munlclpal servlces 

The NTCA project ln Poland and Bulgarla demonstrates the 
advantages of the U S multl-provlder system as an 
attractive methodology to promote competlt~on and help 
prlvatlze state monopolies NTCA convinced key authorltles 
of the mutual beneflt for them to allow Independent 
operators who Increase revenues for the monopoly (whlch must 
glve up ~ t s  exclusive authority) and achleve polltlcal and 
soclal objectives of telephone servlces to less populous 
areas Hundreds of local rural leaders In these countries 
now see the U S model as a means to galn telephone servlce 
glven the natlonal prlorlty to rebu~ld the entlre telephone 
lnfrastructure of large cltles and towns 

Flnally, the NTCA project suggests that pollcy dlalogue and 
actual operatlng models are a powerful combmatlon to 
mtroduce telecommun~cat~ons reforms and demonstrate the 
relevance of the U S multl-provlder telephone system 
These efforts also requlre a speclallzed, self-supporting 
~~~/foundatlon, located preferably next to an operatlng 
system, whlch can exclusively promote telecommunlcatlons for 
rural areas 
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Flnal Assessment 
The Pollsh Telephone Cooperatlve Tralnlng Project 

(EUR 180-0032-A-00-1028-00) 

I Purpose of the Actlvltles 

In 1990, the Natlonal Telephone Cooperatlve Assoclatlon (NTCA) 
lnltlated an AID-funded program to create model cooperatlve 
telephone companles In Poland As a result of thls flrst grant, 
NTCA helped draft language for the lnltlal Telecomrnunlcatlons Act 
of 1990 that perm~tted the creatlon of lndependent telephone 
companles and established a plenlpotentlary to the government for 
rural telecommunlcatlons The lnltlal grant also supported the 
creatlon of the f~rst two lndependent telephone companles (Tyczyn 
& WIST) The U S multl-provlder system of rural telephone 
systems 1s unlque In the world and Poland has declded to follow 
thls U S model 

The second AID grant tralned offlclals of the Mlnlstry of 
Telecommun~catlons and TP SA (the state telephone company) on how 
to organlze a modern telephone system wlth multlple local 
lndependent companles More than 280 offlclals were tralned 
under thls grant whlch resulted In greater understanding and 
llmlted support for a mutually beneflclal multl-provlder system 
After attending NTCA seminars, for example, local TP SA offlclals 
In Rzeszow restructured the lnterconnectlon agreements wlth the 
two telephone cooperatlves so that both entitles have more 
favorable revenue sharlng arrangements 

The thlrd AID-funded NTCA grant, that 1s belng assessed under 
thls evaluatlon, was deslgned to spread thls U S rural telephone 
model to other areas of Poland and In Central Europe The 
project helped establish and strengthened the Tyczyn Telephone 
Cooperatlve Tralnmg Center for carrylng out general and 
technical tralnlng In community-based telephone systems It 
created the Pollsh Foundation for the Promotion of Telephone 
Cooperatives as a local self-sustalnlng NGO to share the 
experlence of the two model telephone cooperatlves throughout 
Poland and to carry out speclallzed programs to provlde telephone 
servlce for the dlsabled and disadvantaged Flnally, the project 
shared the Pollsh experlence wlth other Central European 
countries, wlth particular emphasls on Bulgarla 

None of these three grants can be adequately evaluated In 
lsolatlon smce they are reenforcing The purpose of thls 
assessment 1s to revlew progress as the current grant runs out at 
the end of September 1996, and to provlde guldance to AID and 
NTCA on methodologies and future steps 

Thls 1s the fourth evaluatlon of the NTCA 
All three of the earller evaluations have 

projects In Poland 
been hlghly posltlve 



In 1992, a mldterm evaluatlon of the flrst grant found the 

@ project was on track and exceeding its object~ves It noted that 
"NTCA has responded well to unexpected developments In the 
evolvlng telecommunlcatlons environment In Poland lncludlng 
lmpactmg natlonal leglslatlon and partlclpatlon In a natlonal 
commlsslon to resolve lmpedlments to rural telephone 
cooperatlves " It concluded that "telephone cooperatlves serve 
as models for brlnglng telephone servlce to rural areas and as 
member-owned, democratic busmess organlzatlons " The evaluatlon 
went on to say that the state monopoly was strenuously opposlng 
the lntroductlon of competltlon and constantly placed roadblocks 
to mdependent operators desplte the recently enacted 
telecommun~cat~ons leglslatlon The evaluatlon suggested that 
NTCA carry out addltlonal programs to educate senlor leadershlp 
at TP SA 

A second evaluatlon In March 1996 for the second grant concluded 
that the "targeted education program" for the management of TP SA 
(the natlonal telephone monopoly) and the Mlnlstry of 
Telecommunlcatlons had been effectlve Agaln, the NTCA project 
deslgn was flexlble In flttlng Into the overall plans and 
strategies of recent telecommun~catlons reforms Through 
"ralslng the consciousness" of key employees of the state 
monopoly and the Mlnlstry of Telecommunlcatlons, the project 
contributed to the overall success of the government's 
restructuring process that paved the way for the lntroductlon of 
lndependent telephone cooperatlves and community-based operators 

A thlrd evaluatlon In Aprll 1996 found that the NTCA Poland 
projects, and NTCA's central cooperatlve agreement wlth the 
Offlce of Prlvate and Voluntary Cooperation, had been "completed 
successfully, resulting In the establishment of two vlable 
telephone cooperatlves " The evaluatlon noted that modest AID 
funds had resulted In $2 7 mllllon In the procurement of U S 
goods and services, a multlpller effect of 16 to one The 
evaluatlon concluded 

I The project has been effective In asslstlng local groups 
develop successful lndependent telephone companies, 
lncludlng cooperatlves and for-proflt entitles, 

I It has good project leadership and effective home offlce and 
assoclatlon (NTCA) member support, 

I The project warrants continued technical and flnanclal 
support lf donors belleve In the value of provldlng rellable 
telephone commun~cat~ons to rural people who currently lack 
such servlce, and 

I There may be llmlted opportunltles for future cooperative 
telephone organlzatlonal development In Poland and 
nelghborlng countries, unless the local organlzatlons can 



ralse adequate funds from ~ t s  subscriber members to overcome 
dlfflcultles In obtalnlng capltal from outslde sources 

I1 Purpose of Assessment and Methodology 

The major goal of the NTCA Telephone Cooperative Tralnlng Project 
1s to create an environment In Poland that 1s conducive to 
repllcatlng the U S rural telephone cooperatlve model and to 
expand lt to other reglons The importance of telecommun~cat~ons 
for broad-based economlc growth has been of mcreaslng lnterest 
to development agencles and represents one of the fastest U S 
overseas markets Glven the lack of telephone servlce In many 
developmg and newly democratic countrles, self-help, consumer- 
based systems are a promlslng approach to provlde telephones to 
rural and other unserved people 

In Central Europe, the entlre telecommun~cat~ons Infrastructure 
needs to be modernized whlch means that rural areas and small 
towns have llttle prospects for galnlng telephone servlce anytlme 
soon from elther monopolles or newly prlvatlzed companles In 
restructuring state telephone monopolles, the cooperatlve model 
(and slmllar comrnunlty-based systems)for local servlce appears to 
be partlcularly attractive, slnce lt increases overall demand for 
the network and retalns the beneflts In the communlty 

Small local communltles, munlclpal governments or cooperatlves 
can apply for llcenses and create then own systems rather than 
rely on prlvate ~nvestor-owned companles whlch are more 
mterested In heavlly developed areas wlth hlgher proflts (1 e , 
major urban centers) Slnce these consumer-owned and communlty- 
based approaches are llttle understood In many countrles, NTCA IS 
endeavoring to examlne different methodologles for them 
promotion and repllcatlon 

In order to achleve thelr objectives, NTCA 1s worklng wlth a 
varlety of stakeholders local and central government leaders, 
NGOs, lnternatlonal f~nanclers, tralnlng ~nstltutlons, 
government-owned monopoly telephone systems, government 
regulators, local cltlzens and cooperatlve leaders 

Thus, the major goals of t h ~ s  assessment are to 

rn Investigate lessons-learned In order to strengthen NTCA's 
capaclty to promote telephone cooperatlves In other 
countrles and reglons 

@ Develop and perfect methodologies and approaches applicable 
to prlvatlzatlon efforts lnvolv~ng consumer-owned telepnone 
networks 

Perform an assessment of NTCA's methodologies In repllcatmg 
the Pollsh experience In Bulgaria, and 

9 



Identlfy ways of expanding the lmkages wlth outslde 
flnancmg sources, lncludlng the World Bank, IFC and other 
prlvate fundlng sources 

In addltlon, the assessment 1s mtended to revlew the project In 
terms of meetlng the strateglc objectlves In the U S assistance 
strategies for Poland and Bulgarla More spec~flcally, the 
assessment examlnes 

How the pro-ject has influenced telecommunlcatlons pollcles 
regarding Independent telephone operators In Poland and 
Bulgarla, 

The lmpacts that telephone cooperatives and cornmunlty 
partlclpatlon have on rural development Issues, specially 
gender (access, leadership and usage), soclal beneflts of 
telecomrnun~cat~ons outslde of economlc enhancement and local 
governance, 

The economlc beneflts of rural telephones to a cornrnunlty, 

The multlpller effect that rural telephone development has 
on Amerlcan investment and the purchase of Amerlcan goods 
and services, and 

The sustalnablllty of the NGO created under the project 

Flnally, the assessment wlll develop lessons learned for USAID 

The assessment methodology lncluded a revlew of all recent 
evaluations of the pro-ject actlvltles, quarterly reports, goal 
and mlsslon of Tyczyn Cooperative Tralnlng Center and ~ t s  
tralnlng actlvltles, and strateglc objectlves of the USAID 
mlsslons In Poland and Bulgarla The consultant traveled to 
Bulgarla and Poland from July 11-25, 1996 and lntervlewed NTCA 
partner organlzatlons (mcludlng two telephone cooperatlves In 
Bulgarla and four telephone cooperatlves and community telephone 
companles In Poland), trainees, mayors, cooperative board 
members, managers, local NTCA representatlves, mlnlstry offlclals 
and USAID mlsslon staff A llst of those mtervlewed 1s 
attached 

I11 Flnd~ngs and Conclusions 

A Poland 

1 Overall Impacts 

Thls AID qrant dlrectly resulted In the establishment of two 
addltlonai community-based telephone companles (a total of four 
Independent operating systems) that were formed by local gmlnas 
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(elected governments that roughly correspond to countles In the 
U S ) Ten addltlonal systems wlll soon be operatlng 

Over three years, the grant helped increased telephone servlce 
from 3,000 to 17,000 lndlvlduals who llve In rural areas (mostly 
small villages) Thls represents two-thlrds of all telephone 
servlce provlded In Poland by mdependent operators 

The project expanded the number of gmlnas served wlth telephones 
from slx to 29 Through lts tralnlng and promotional actlvltles, 
the project dlrectly Involved 100 gmlnas and reached out to over 
400 gmlnes throughout Poland These local gmlna mayors and 
counclls form the foundatlon of Poland's new democracy and 
represent dynamlc leadership for expandmg local businesses, 
jolnt ventures wlth forelgn Investors and Improved munlclpal 
servlces NTCA asslsted these local leaders In seelng the U S 
self-help cooperative model as a means to provlde rural telephone 
servlce based on successful local development strategies 

In effect, the three AID-funded NTCA grants have created a 
natlonal grassroots movement among local leaders to establish a 
network of lndependent, community-based telephone companles 

The Foundatlon for the Promotion of Telephone Cooperatlves, 
created under the grant, 1s self-supporting wlth an expected 
annual revenue of $60,000 (exclusive of AID funds) beglnnlng In 
1997 The Foundatlon does not rely on outslde grants, rather ~ t s  
revenues come from fees for servlces and mcome generating 
actlvltles, prlnclpally through the provlslon of speclallzed 
computer software servlces to community telephone companles 
(e g , bllllng) and to local gmlna governments for all kmds of 
mun~clpal servlces from land and property records and taxes, car 
reglstratlon, job banks, etc The foundatlon has no permanent 
staff and relles on volunteers from the cooperatives, local 
unlverslty and others 

The foundatlon 

Supports tralnlng actlvltles at the Tyczyn Telephone 
Cooperative Tralnlng Center, 

Asslsts local gmlnas In the formation of telephone 
companles, lncludlng establishment of the soon-to-be 
operatlng Mldwest Pollsh Telephone Company that has three 
llcenses and a potentlal of 120,000 llnes, 

Prepares community-based telephone deslgns and busmess 
plans (already lt has completed 35 telephone technical 
network deslgns and buslness plans), 



0 a Supports servlces for the dlsabled and poor, mcludlng the 
creatlon of a pllot project, based on U S. experience, at 
one of the telephone companles that wlll generate $100,000 
for servlces for the dlsabled and poor (1 e ,TTY phones, 
free servlces to hospitals and subsldlzed telephone hook ups 
to the poor), and 

Makes presentations at natlonal fora on the advantages of 
locally-owned telephone companles and collaborates wlth 
other NGOs In supportmg such efforts 

Under the grant, the tralnlng center tramed over 346 people In a 
varlety of telecommunlcat~ons areas (a total of over 517 people 
lncludlng earller grants) In addltlon to these formal tralnlng 
sessions, the center provlded lnformal tralnlng to hundreds of 
mayors, vlsltors and others who have shown an lnterest In formlng 
Independent telephone companles Twenty-elght NTCA volunteers 
from lts member systems have provlded tralnlng In Poland and 
helped create tralnlng modules for local tralners In addltlon, 
75 NTCA volunteers have partlclpated In tralnlng programs 
provlded for Pollsh partlclpants In the U S 

The center and the NTCA grant resulted In the preparation of the 
following 19 tralnlng modules 

Marketing 
Customer servlces 
Busmess management for telephone companles 
Value-added servlces (e g , call waltlng) 
How to start a telephone cooperative 
Hlstory of Telephone cooperatlves In the U S 
Global mformatlon lnfrastructure 
Separation, cost allocation and lnterconnectlon prlnclples 
Beneflts of telephone cooperatlves In rural areas 
Prlnclples of regulation 
Cable TV operations 
How to wrlte a buslness plan for telephone companles 
How to negotlate an agreement wlth TP SA 
Wlreless local loop system 
Transmlsslon systems 
Legal aspects of telecommunlcatlons 
Hlstory and prlnclples of lnterconnectlons and telecommunlcatlons 
Telecommunlcatlons for the dlsabled 

The tralnlng center prepared seven artlcles for the 
Telecommunlcatlons Revlew, the most lrnportant telecommunlcatlons 
monthly In Poland The foundation conducted elght natlonal 
semlnars and partlclpated In two natlonal agricultural trade 
shows In Poznan 

The center has also introduced new U S and forelgn technologies * to Poland 



0 
A recently installed flber-mterloop that makes posslble 
lnteractlve TV, 

Suspended optlcal cable from telephone wlres whlch are 
cheaper than under grounding, and 

Two pllot wlreless systems one for large loads such as 
apartments and the other for small loans 

An example of successful NTCA volunteer tralnlng was that carrled 
out by Mary Boyles 1n customer servlce (March 1996)and Rex Pasko 
In marketing (May 1996) The evaluator vlslted two telephone 
companles where recent tralnees were puttmg lnto practlce what 
they learned In both cases, the Independent operators are 
competing wlth TP SA for customers and each has adopted slmllar 
promotlonal programs to encourage subscrlbers to shlft to then 
system The prlnted advertlsements polnt out the advantages of 
the prlvate cornpanles (1 e , free servlce among subscrlbers In 
the local network) and speclallzed servlces (1 e ,faxes, E-mall) 
One of the Pollsh telephone companles expects the promotion wlll 
result In obtalnlng 60-70% of the TP SA's buslness Examples of 
these promotlonal materials are attached 

An example of successful U S tralning was discussed wlth one of 
the telephone company managers who vlslted a U S system that 
operates a buslness center and sold telephones, fax machlnes and 
other equipment He created a slmllar center In March 1996 whlch 
now generates $3,000 in revenues monthly wlth a 15% proflt 

In addltlon, the grant provlded for sharlng the community-based 
telephone model wlth other Eastern European countries wlth 
delegations from Moldova, Ukralne, Slovakla and Bulgarla vlsltlng 
the tramlng center For example, flve senlor Bulgarian 
telecommunlcatlons offlclals were tramed at the center 

NTCA worked closely wlth the Central European Telecommunlcatlons 
Investment (CETI), that comblnes resources from the International 
Flnance Corporation of the World Bank and Amerlcan penslon funds, 
to flnanclally support flve community-based telephone companles 
(two now operating and three about to begln operations) NTCA 
provlded tralnlng to managers and broads of directors of these 
f ~ v e  companles whlch was crltlcal to then ablllty to attract 
CETI and other outslde flnanclal support The NTCA project also 
helped overcome admlnlstratlve and technical Issues wlth TP SA 
As one manager of these new systems told an earller evaluator, 
"Wlthout assistance from NTCA and the Tyczyn Telephone 
Cooperative Tralnlng Center, Telekomunlkacja Deblcka would not be 
In buslness today " 

The project has dlrectly leveraged $28 mllllon In U S 
telecommunlcatlons Investments (CETI and Export-Import Bank) As 
of 1996, the multlpller effect of AID fundlng (about $900,000) 
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for thls prlvate lnvestment 1s 28 to one, lncludlng $2 7 mllllon 
In U S equlpment (summary of U S equlpment and servlces 1s 
attached) The total investments through CETI alone are 
projected to rlse to $100 mllllon over the next two years 

Because of the success of these community-based telephone 
companles, local munlclpalltles have been able to moblllze 
communlty support and flnancmg for three sewage treatment plants 
(at over $10 mllllon In lnvestments, two of whlch use U S state- 
of-the-art, blologlcal technology) and several solld waste 
systems (estimated at $160,000 each) that were promoted and 
created by the same local mayors that sponsored the telephone 
systems 

The four NTCA-supported operatlng companles now provlde telephone 
servlce to 17,000 customers and thls number 1s expected to rlse 
wlthln two years from just these companles to over 100,000 
customers The provlslon of hlgh quallty, dlgltal telephones has 
resulted ln dramatically lncreased economlc actlvlty, especially 
ln attracting forelgn-owned mvestors It also lncreased the 
efflclency of farms and small busmesses that now can use the 
telephones to acqulre supplies, market products and carry out 
other actlvltles These dlrect beneflts wlll contlnue to mount 
as the systems grow and new systems come on llne 

2 Speclflc Impacts 

a Munlclpal Servlces 

The four Independent operatlng telephone systems, helped by the 
NTCA, are community-based, founded by local mayors and locally 
elected counclls The mayors chalr and serve on each of the four 
boards of directors Slnce several gmlnas are served by the 
telephone companles, more than one mayor serves on these boards 

The success of the telephone companles has dlrectly led to other 
cornrnunlty projects Slnce telephone servlce 1s hlghly deslred and 
qulckly delivered, lt led the way for more dlfflcult, costly and 
longer-taklng projects At Tyczyn, the comunlty bullt a $6 
mllllon water sewage treatment plant that uses U S technology 
from Lemna Corp The lnltlal telephone system cost $2 mllllon 
wlth each household contrlbutmg $500 per phone Wlth the 
treatment plant, each household must pay a $1,100 connection fee 
The communlty 1s now prepared to support addltlonal communlty 
projects, such as natural gas llnes to households, because of the 
lnltlal success of the telephone company 

As a result of these new munlclpal servlces, Tyczyn has attracted 
outslde lnvestment because of lts good telephone servlce and 
cleaner environment, accordmg to the mayor who founded the 
telephone cooperatlve He 1s-now plannlng to develop a $12 

0 mllllon mlneral water plant 
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Success at Tyczyn In munlclpal servlces had a multlpller effect 
In that the nearby comrnunltles served by the WIST telephone 
cooperatlve have lnltlated an ldentlcal waste water treatment 
plant from the same U S company 

Another communlty of four gmlnas wlthln the Tyczyn telephone 
servlce area and whose mayor also serves on the telephone 
cooperatlve board lnltlated an award-wlnnlng solld waste dlsposal 
program and obtalned $160,000 for the project wlth half the funds 
ralsed locally Agaln, thls local communlty effort 1s a dlrect 
outgrowth of the success wlth the telephone cooperatlve, 
according to the local mayor 

At the telephone company of Brzeskle, a slmllar lmpact In 
communlty servlces took place where the munlclpal government has 
now successfully developed a water supply faclllty, waste water 
sewage plant and natural gas llnes for households 

b Economlc Impacts 

In Tyczyn (the largest and longest operatmg of the four 
systems), telephones have been the catalyst for approximately 100 
new buslnesses and for increased lncomes by over 30% For 
example, Tyczyn attracted two major outslder Investors a sldlng 
company that uses U S technology, and a joint venture for makmg 
lnsulatlon bulldlng materials A flour mlll cooperatlve, formed 
wlth VOCA support, also became profitable because of new 
telephone servlce that was crltlcal for its marketmg, accordlnq 
to the manager Other examples of new busmesses m-the Tyczyn- 
area lnclude a prlvate meat processmg plant, agro-tourlsm at 
three local farms and a dalry plant 

At the Deblca, the avallab~llty of telephones was crltlcal to 
attracting a large joint venture wlth two U S flrms Goodyear 
(~nvestor In large local Pollsh tlre plant) and Igloo (Iuud 
processmg) Other new investments lnclude meat processmg, 
freezing, palnts & varnishes, plastlcs and a poultry plant, whlch 
were all attracted to the town because of ~ t s  lmproved 
telephones As the local mayor sald about these new businesses, 
the flrst questlon that Amerlcan and other lnvestors ask "Do you 
have good phone servlce'" 

At the WIST telephone cooperatlve, over 100 small, home-based 
furniture companles have prospered Two recently-established 
Amerlcan telemarketmg flrms, Amway and Ralnbow (vacuum cleaners) 
were attracted to locate there because of good phone servlce as 
well as a meat processlng plant and Blocom (an Amerlcan medlcal 
production flrm) The telephone cooperatlve also serves the 
reglonal alrport and munlclpal bus garage W ~ t h  the addltlon of 
a newly purchased Nortel swltch to thelr system, WIST wlll 
lncrease ~ t s  subscribers from 2,700 to 3,700 by the end of - 
September 1996 to serve addltlonal customers 
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At the Brzeskle telephone company, the lmpact of telephones 
resulted In attracting a new large production plant a U S - 
Pollsh jolnt venture (POLAMPACK CANPACK) that employees 1,000 
people and fabricates cans for the entlre Central Europe reglon 
The local mayor and chalrman of the telephone board s a ~ d  that 
telephones resulted In an lncrease In small busmess formation 
from 500 In 1990 to 2,000 In 1996 

c Gender and Soclal Impacts 

The only women mayor In the reglon around Tyczyn and a board 
member of the telephone cooperative sald that phones make llfe 
easler for women She sald women use phones more than men and 
are better able to fulflll both famlly and work obllgatlons She 
sald that women usually manage household flnances and use the 
phone to economize on household expenses In thls tradltlonal 
area, there are few women professionals However, the phone 1s 
~mportant for women who work In the servlce sectors such as 
teachers, nurses and shop keepers On the farm, women manage 
greenhouses, grow the vegetables and ralse small anlmals where 
the telephone 1s important for purchasmg lnputs and selllng to 
local stores and brokers 

A customer relations manager sald that her cllents for new phones 
were evenly dlvlded between men and women However, lt was her 
oplnlon that women make the declslon on acqulrlng a telephone 
She sald that women use the phone more than men for both soclal @ and buslness purposes Men tend to be more reluctant to use 
telephones and use them mostly for buslness actlvltles, she sald 

Both men and women mtervlewed by the evaluator sald that 
telephones had adversely lmpacted face-to-face soclallzlng In the 
v~llages Thls was vlewed as a negatlve lmpact on vlllage llfe 
They sald that phones were seen as "modernlzmg" influences that 
made vlllage llfe slmllar to that In towns However, phones dld 
strengthen local organlzatlons, clubs and Informal groups where 
communlcatlons made scheduling of actlvltles much easler 

Respondents notlced that chlldren used phones more readlly and 
more frequently than adults Whlle older people were less 
supportive of the prlvate telephone companles smce they expected 
the government to provlde such servlces, one lntervlewee sald 
that phones eased thelr lsolatlon For example, older people In 
the vlllage use the phone frequently for "call m" programs by a 
rellglous radlo broadcaster Another lntervlewee reflected that 
telephones are very personal, especially In rural areas, and 
resulted In greater self-confidence and a wllllngness to 
undertake other new types of actlvltles necessary for a markct 
economy 

Several mayors lndlcated that phones mcreased the number of 

a people who complaln about community servlces and that cltlzens 
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tend to be more abraslve on the phone than when complalnlng In 
person 

Another phenomenon observed by the evaluator was that 
conversations stop abruptly when the telephone rang Slnce most 
people are not used to havlng telephones, each phone call causes 
a degree of excitement wlth the need for lmmedlate response 
Thus, phone etiquette has not yet developed 

B Bulgarla 

1 Impacts on Telecommunlcatlons Pollcy 

A major purpose of the project was to transfer the successful 
Pollsh experlence to Bulgarla Unllke the sltuatlon In Poland, 
NTCA was not able to change telecommunlcatlons leglslatlon to 
permlt the establishment of Independent telephone companles In 
fact, there have been no recent changes In Bulgarlan 
telecommunlcatlons law and llttle government pressure on the 
Bulgarlan Telecommunlcatlons Corporation (state monopoly) to open 
up the market to other providers Bulgarla has been slow to adopt 
market-based lnltlatlves and only recently has declded to lnltlate 
a program of mass prlvatlzatlon 

NTCA's approach In Bulgarla was to attempt to educate senlor 
telecommun~cat~ons offlc~als on the advantages of the U S and 
Pollsh self-help mode1 of local telephone companles to reach 
unserved or poorly served small vlllages and towns Llke other 
Central European countries, the entlre urban telephone 
mfrastructure needs to be replaced and few resources, I£ any, are 
available to small towns and vlllages 

NTCA hlred the ARC Fund for pollcy dlalogue wlth the Bulgarlan 
Telecommunlcatlons Company (BTC) and the Comrnlttee for Post and 
Telecommunlcatlons (CPT), the regulatory body, to attempt to 
replicate the Pollsh cooperatlve experience In 1994, the project 
sponsored a vlslt of Bulgarlan BTC offlclals to see the Pollsh 
telephone cooperatlves In southeast Poland, but these offlclals d ~ d  
not move ahead wlth approving a model program For two years, 
llttle progress was made 

In September 1995, NTCA organized a semlnar In Sofla on the 
beneflts of telephone cooperatives In January 1996, another 
semlnar took place In Zlatograd The semlnar was tallored to the 
needs of local people and focused on how to start a telephone 
cooperatlve The two semlnars tralned approximately 40 people 

In March 1996, NTCA sponsored an observational tour of U S 
telephone cooperatlves for Veselln Yordanov, the vlce president of 
BTC, Tzvetan Tzvetanov, the former lawyer for the Committee for 
Post and Telecommunlcatlons (CPT), and Nlkolay Badlnskl of ARC As 
a result of thls trlp, ~ordanov gamed an und&standmg of the U S 
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multl-provlder system whlch lncludes about 500 small cooperatlve 

@ and prlvate telephone companies that are NTCA members He began 
pushlng wlthln BTC to allow NTCA to lnltlate a pllot program 

In Aprll 1996, NTCA termmated ~ t s  contract wlth the ARC Fund and 
hlred Tzvetan Tzvetanov as then representatlve and lrnmedlately 
progress began on the project On May 31, 1996, NTCA arranged a 
major symposlum, conducted by three NTCA volunteers, for about 55 
offlclals from BTC and local communltles As a result of the 
symposlum, three communltles began to organlze telephone 
cooperatlves 

On July 11, 1996, the courts formally recognized two telephone 
cooperatlves ln the cornmunltles around Pernlk and Ravda These are 
the flrst such cooperatlves formed In Bulgarla an actlon that took 
weeks rather than the usual year 

In a meetlng wlth NTCA durlng thls assessment, Slmeon Tzenov, the 
vlce president of CPT, expressed frustration wlth the llmlted 
progress, urged rapld actlon, and lndlcated that CPT would lssue 
llcenses to the recently registered telephone cooperatlves 

Thus, the project succeeded In a major breakthrough In establlshlng 
independent telephone cooperatlves and galnlng assurances from CPT 
and BTC that lt would lssue operating llcenses to the cooperatlves 
In the absence of new leglslatlon, CPT 1s wllllng to permlt 
telephone cooperatlves, but not investor-owned systems 
Cooperatives are seen as acceptable commun~ty-based telephone 
systems that provlde soclal beneflts Another advantage of 
cooperatlves 1s that they have a flve year tax hollday, unl~ke 
other types of busmesses 

Impact of NTCA Tralnlng 

The NTCA representatlve (Tzvetan Tzvetanov) partlclpated wlth the 
BTC Vlce President Veselln Yordanov In U S tralnlng and they 
vlslted U S telephone cooperatlves In Tennessee He sard that 
cooperatlve customers were pleased wlth servlce and that the 
cooperatlve approach had a good Image He sald that the telephone 
cooperatlves were a llnk wlth the world and met both soclal and 
revenue goals As a lawyer, he sald, that telephone cooperatlves 
In Bulgarla can be formed on a slmllar legal basls as ln Poland 

The local representatlve of the Bulgarian Telecommun~cat~ons 
Company (BTC), the mayor and other offlclals partlclpated In the 
NTCA symposlum held on May 31, 1996 that was organized by Tzvetan 
Tzvetanov and NTCA They sald that the semlnar provlded them wlth 
a "ready answer" on how to address thelr lack of telephones They 
learned that a community-based, telephone cooperatlve could serve 
low denslty areas 



Partlclpants sald that they learned how telephone cooperatlves work 
In the U S and that lt 1s the "rlght of each person to be a 
subscrlber " "It changed our way of thlnklng - that a solutlon 1s 
posslble when people unlte In cooperatlves, rather than rely on the 
state," a partlclpant sald They learned about how telephone 
networks can serve vlllages Another partlclpant sald that "fresh 
~deas" came from the symposlum such as creatmg a cooperatlve for 
water supply as well Another partlclpant sald she was impressed by 
the way of votlng In the telephone cooperatlve one vote per member 
wlth each subscrlber havlng rlghts She sald that telephones are a 
moral rlght not a luxury The local mayor and offlclals were very 
comrnltted to form~ng a telephone cooperatlve and met wlth NTCA 
offlclals after the conference to dlscuss lt further 

The local BTC offlclal sald he learned at the symposlum that we 
need competltlon In telecommunlcatlons (not a monopoly) and need 
some regulation of a multl-provlder system He was amazed that the 
U S worked from same law (1934) for so many years We need a 
slmllar law that 1s optlmal The law should allow posslbllltles of 
telephone development so that Bulgarla 1s not lsolated from the 
growlng "~nformatlon society," he sald 

3 Assessments of the Two Sltes 

a Pernlk 

@ 
From July 11-19, 1996, the evaluator jointed NTCA representatives 
(Hallna Salamonlk and Tzvetan Tzvetanov) and an NTCA experienced 
lnternatlonal volunteer (B111 Crownfleld) In carrylng out a 
prellmmary assessment of the two pllot sltes After consultation 
wlth ~ ~ ~ ~ ~ / ~ u l g a r l a  and glven the short tlme frame remalnmg on the 
grant, the team declded to select only one slte for the pllot 
prolect effort Experience In Poland lndlcated that an operating 
pllot system was essential In testlng the monopoly provlder 
approach In terms of llcenslng, mterconnectlon agreements and 
revenue sharlng, and establlshlng a vlable model cooperatlve for 
wlder repllcatlon 

The flrst slte In the Pernlk area of the "McGahan Telephone 
Cooperative" lncludes a major town (Breznlk) and 35 vlllages wlth 
a permanent population of 10,000 (half In town, half In vlllages) 
The reglon 1s mostly agricultural (gram, sheep and dalry) wlth 
some mdustrlal enterprises In ferromagnetic, refrlgeratlon and 
clothlng The reglon has 2,258 subscribers wlth analog swltches 
Many apartment blocks In the town have no telephones Twenty seven 
vlllages have no telephones The penetration rates In Breznlk 1s 
60% and In larger vlllages ranges from 50% down to 15% (about 25% 
on average) 

The telephone cooperatlve was registered by the courts on July 11, 
1996 The flrst cooperatlve In Bulgarian was founded here ln 1921 

a and about 30 prlvate cooperatlves currently are actlve In the 
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reglon The Breznlk mayor sald that cooperatives were a "forgotten 
form of economlc actlvlty, but well learned " The mayor sald the 
marn help in formmg the cooperatrve came from the local BTC and 
NTCA representatlves He lndlcated that most buslnesses have 
telephones and the greatest need 1s In the vlllages and on 
cooperatlve farms Many vlllages have no telephones and some have 
only one at the local mayor's offlce BTC has no plans to extend 
servlce ln the area over the next ten years The mayor sa,d t h q  
were lnsplred by the ldea of a cooperatlve because ~t 1s "socially 
dlrected " 

The NTCA team and evaluator vlslted three vlllages (Slakovcy, 
Sopltsa, Uoevl) There was llttle economlc actlvltles evldent and 
few cars The area 1s very hllly We met a large farmer who 1s 
the only one In the reglon wlth a cellular phone whlch works poorly 
from Sofla, about 30 mlles away 

The NTCA team declded that a pllot project ln thls reglon would be 

I Technically dlfflcult (hllls, dlverse pattern of villages, no 
nearby connection to a modern swltch thus requlrlng a micro- 
wave to Sofla), and 

Flnanclally dlfflcult (the hlgher load areas have servlce from 
BTC and the telephone cooperatlve would serve rural vlllages, 
llttle economlc actlvltv and small buslnesses were observed In 
the vlllages) 

On the posltlve slde, the polltlcal leadership and local BTU 
offlclals showed strong community splrlt, determlnatlon and 
~nltlatlve, and they were all reformers Wlth more tlme and 
resources, the slte could be further explored for posslbly a 
wlreless system 

b Ravda 

The NTCA team and the evaluator met wlth the appointed deputy mayor 
wlth responslblllty for telephones In Ravda, the locally elected 
mayor and president of the new telephone cooperatlve known as "Sea 
Gull" and members of ~ t s  board, all conslstmg of buslnesspeople 

Ravda 1s a resort town on the Black Sea Two prlvate busmessmen 
declded to form a cooperatlve They heard about NTCA symposium but 
could not attend These busu-iessmen reallzed that wlthout lmproved 
telephone servlce, they can not further develop thelr busmesses 

The permanent populatlon of the county (Nesebar) 1s 18,000 (half In 
county and half In clty) Ravda has a permanent populatlon of 
2,000 and 15,000 durlng resort season Total populatlon for the 
proposed servlce area 1s about 35,000 durlng resort perlod (Aprll 
through October) The total number of phones 1s 8,284 wlth no 

a available space on the current analog switch (model A-29) There 
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are no plans for expansion of the system A new flber optlc llne 
to Sofla 1s one mrle way BTC has a tralnlng faclllty at Ravda 
The cooperatlve has offlce space and swltch room that 1s ready to 
be connected to cables Thls slte 1s the preferred locatlon of BTC 
off lclals 

There are lots of small busmesses and new construction golng on 
everywhere Many summer homes ($35,000 for an apartment, up to 
$100,000 for a house) are belng bullt Over 70 small hotels In the 
proposed servlce area and most small shops and restaurants lack any 
phone servlce or have one phone at most These busmesses requlre 
phones for then customers as well as to reach then workers In 
nearby vlllages and obtaln fresh produce for then restaurants 

The NTCA team vlslted the nearby resort town of St Vlas where 
dozens of new small hotels have recently been bullt wlth elther one 
or no phones The permanent populatlon 1s 3,000, and Ln summer, 
12,000 Only 500 phones are there at present It 1s hard to 
reserve rooms The church, school and cllnlc ~n town have one 
phone each About half of the 30 small shops and restaurants have 
a slngle phone and the others, no phones 

The team vlslted four nearby agrlcultural vlllages that would be 
served by the telephone cooperatlve Kosharltsa wlth a populatlon 
of 1,500 and 120 phones, Tankovo wlth a populatlon of 1,000 and 160 
phones, and Orlzake w ~ t h  a populatlon of 1,200 and 630 phones The 
vlllages have small restaurants, health cllnlcs and other 
businesses and were tled rnto large and prosperous agrlcultural 
cooperatives that produce grams, sunflowers, vegetables, other 
crops and ralsed cattle 

All of the vlllages, the NTCA team and evaluator vlslted, were more 
prosperous than In Pern~k Many prlvate cars were evldent and 
houses were bemg constructed or lmproved The vlllages are 
llnked economically to the Ravda and other nearby resort areas 
Most are about 6-7 km dlstant wlth the furthest, about 10 kms, 
thus, representing a falrly compact territory for an lndependent 
telephone system 

NTCA concluded that thls slte 1s an excellent locatlon for a pllot 
project It has strong needs for telephones and support from 
busmess leaders Local flnance appears to be available NTCA 
lndlcated that an lnltlal system could cost $1 rnllllon and 40% 
should be ralsed locally The rest could be fmanced from the 
Bulgarian-Amerlcan Enterprise Fund, other funders or local banks 
Whlle lt 1s important to provlde tralnlng to the cooperatlve board 
and a manager, thls 1s dlfflcult durlng summer season A seaport 
(Burgas) 1s nearby for the posslble dellvery of donated U S 
dlgltal swltch 



IV Prlnclpal Recommendatlons 

A Poland 

The senlor offlclals of the four operatlng telephone cornpanles 
supported by the NTCA project were asked by the evaluator what the 
next steps are requlred to accelerate the progress In rural 
telephone systems In Poland All of them responded wlth the need 
to strengthen the current lnformal network among prlvate telephone 
cornpanles through formmg a trade assoclatlon, slmllar to NTCA In 
the Unlted States 

The leaders of these lndependent operators commented that they had 
succeeded In worklng wlth TP SA (desplte many dlfflcultles) and had 
establlshed lndependent telephone systems whlle other lnvestor 
drlven efforts had falled, mcludlng lnltlatlves to prlvatlze and 
break up the state monopoly Yet, desplte thls cooperation wlth TP 
SA, they also competed for ~ t s  subscribers and had to negotiate on- 
going lssues such as lnterconnectlon and revenue sharlng 
agreements They sald they needed to act as a slngle body In 
negotlatlng wlth TP SA rather than as separate entltles 

The second major concern was for advocacy and reform of the 
telecornmun~cat~ons and other leglslatlon that affects then ablllty 
to compete and deal wlth regulatory lssues such as rlght-of-ways 
and llmlted servlce terrltorles Next year the parliament 1s 
scheduled to conslder leglslatlon that would create an lndependent 
regulatory body for telecommun~cat~ons In addltlon, they could 
lobby for a telephone revolvmg fund slmllar to that In the U S 
The assoclatlon could brlng together the polltlcal clout of the 
gmma mayors and counclls who establlshed the community-based 
telephone cornpanles 

There are currently 10 lndependent telephone cornpanles operating ~n 
Poland It 1s estimated that there wlll be 30 to 35 lndependent 
telephone cornpanles operatlng by the end of 1998 Slnce there are 
approximately 70 prlvate llcenses that have been granted to other 
cornpanles, thls represents a potentially strong assoclatlon wlth 
common problems and emphas~zes the need to work together on 
leglslatlon, regulation and other lssues 

The purpose of the trade assoclatlon would be to strengthen the 
prlvate rural telephone movement It would formalize the current 
lnformal assoclatlon of cornpanles, thelr managers and boards of 
dlrectors as well as other groups (consulting flrms, equipment 
manufacturers) who support prlvate commun~ty-based telephone 
cornpanles The assoclatlon would be flnanced by both dues and 
servlces Prlorltles, lntervlewees mentioned for the assoclatlon 
(in order), were negotlatlons wlth TP SA, advocacy, legal and 
admlnlstratlve support, technical tralnlng, and tralnlng of board 
of dlrectors 



Slnce NTCA 1s the only assoclatlon of small cooperatlve and prlvate 
telephone companles In the world and has unlque resources to 
support the Pollsh assoclatlon, lt would be the counterpart for on- 
going advlce and technlcal asslstance to the new assoclatlon NTCA 
would also llnk the assoclatlon wlth U S and other manufacturers, 
suppliers and consulting flrms In addltlon, through the 
assoclatlon, NTCA could create a slster-to-slster program for 
permanent relatlonshlps between lndlvldual U S and Pollsh 
telephone companles 

The actlvltles could mclude 

Advocacy for prlvate, munlclpally-owned telephone companles 
lncludmg efforts to modlfy leglslatlon such as In 
telecommunlcatlons, rlght-of-way, construction and 
admlnlstratlve permlts for frequency spectrum allocations 

Negotlate as a group wlth TP SA on lnterconnectlon, reTrerue 
sharlng and other regulatory lssues (~ncludlng creatlng a 
slngle TP SA committee to negotlate agreements wlth 
lndependent systems) 

Support community-based telephone committees want to create 
and operate mdependent companles 

Identlfy fundlng sources for independent telephone companies 

Provlde legal advlce and support (the systems need a slngle 
source of legal asslstance In formmg a cooperatlve or prlvate 
company, obtalnlng an operating llcense, preparmg agreements 
wlth outslde investors, negotlatlons wlth TP SA on legal 
Issues, etc) 

. Provlde technical support(e g , englneerlng plans, new 
systems, accountlng) 

a Encourage lnformatlon exchange lncludlng a newsletter and 
other publlcatlons 

Create an assoclatlon tra~nlng comrnlttee to ldentlfy and 
lnltlate a comprehensive tralnlng program at the Tyczyn 
Telephone Cooperatlve Tralnlng Center In particular, support 
addltlonal tralnlng for boards of directors 

Afflllate the assoclatlon wlth the Foundation for the 
Promotion of Telephone Cooperatives to fund-ralse In support 
of prlvate, munlclpal telephone companles, especially for 
specla1 servlces such as for the disabled, Internet for 
schools, etc 

Promote greater use of phones In member systems such as 
spec~al and value-added servlces, customized servlces and 
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Internet access 

Carry out shared-servlces (e g , b~lllng, jolnt flnancmg, 
group purchasing) 

Analyze, mtroduce and promote beneflts program (1 e , mutual 
Insurance, bondmg) 

Become a permanent lnstltutlonal llnkage wlth NTCA, other 
trade assoclatlons and U S telecommun~cat~ons companles 
lncludlng exchanges of leaders at annual meetings, exhlblts, 
slster-to-slster relatlonshlps 

uS~~D/~oland should conslder flnanclally supportlng the creatlon 
and development of thls trade assoclatlon Thls support would be 
consistent wlth U S A I D / P O ~ ~ ~ ~ ' S  strategic objectives In supportlng 
the prlvate sector, strengthenlng local munlclpalltles (the boards 
of directors of the telephone companles conslst of local mayors), 
and establlshlng a legal, pol~cy, regulatory framework for 
Independent telephone companles It would further consolidate one 
of AID'S most successful projects In Poland based on a unlque U S 
model of multl-provlder Independent telephone companles 

Whlle the Embassy and AID have declded not to contlnue projects In 
the telecommun~cat~ons fleld posslbly because of assistance 
fallures not associated wlth NTCA, assoclatlon formation and 

0 strengthenlng munlclpal governments are at the heart of ~ t s  current 
democracy program 

Slnce all three of the NTCA projects have been centrally funded 
from Washington D C (two from BHR's Offlce of P i l v a t e  a d  
Voluntary Cooperation and one from EUR), these projects have not 
been mtegrated lnto the U S A I D / P O ~ ~ ~ ~  project portfolio The 
projects have recelved four hlghly favorable evaluations (mcludlng 
thls one) and are clted In the 1997 Congressional Presentatlon 

Thus, U S A I D / P O ~ ~ ~ ~  should work wlth NTCA and ~ t s  local partners to 
contmue to support thls hlghly successful program of community 
based telephone systems Today, Poland has one of the lowest 
penetration rates of telephones In Europe Thls lack of telephones 
represents a malor barrler to broad-based economlc development and 
outslde mvestment 

The NTCA team and evaluator discussed the technical and flnanclal 
condltlons for an lndependent telephone cooperatlve wlth senlor BTC 
offlclals and local representatlves of the Ravda telephone 
cooperatlve, Sea Gull The following pomts were agreed to for 
follow-up by NTCA and the local cooperatlve 



rn The cooperative would requlre ~ t s  own territory mcludlng the 
hlgh volume telephone areas of Ravda and St Vlas There 
could be a swap of exlstlng servlce from BTC from these areas 
to the cooperatlve Thls would free up the current swltch for 
expanded servlce In ~ t s  terrltory 

The cooperative must be completely independent from BTC though 
~t may be located In the same faclllty where the cooperatlve 
already has an offlce and space for a new modern dlgltal 
swltch The cooperatlve would tle lnto the flber optlc llne 
to Sofla 

The cooperative would begln servlce In Ravda and St Vlas and 
gradually extend servlces to nearby vlllages The cooperatlve 
wlll requlre an operatlng llcense from CPT that should detall 
all of the arrangements lncludlng terrltory and 
lnterconnectlon agreements 

The busmess comrnunlty must ralse substantlal funds (up to 
40%) to make a loan to the cooperatlve as part of a flnanclal 
package A prellmlnary estlmate 1s that the cooperatlve would 
requlre $1 mllllon In capltal (a lesser amount 1s posslble 
wlth donated equlpment and a smaller start up) 

NTCA wlll contract wlth Pollsh and other experts to prepare a - - 
full technlcal and flnanclal plan for the c60peratlve as soon 
as posslble 

NTCA wlll attempt to locate a surplus dlgltal swltch and other 
equlpment (1 e , remotes) and explore transportation 
arrangements NTCA wlll work wlth the swltch manufacturer to 
modlfy the U S swltch to European standards The swltch 
would not be provlded untll after deta~led technlcal and 
flnanclal plannlng and a llcense had been obtalned All other 
materials (trunk lme, cables, handsets, etc ) would be 
obtalned locally NTCA wlll explore the posslbllltles of 
purchasing a new swltch whereln a manufacturer would help wlth 
substantlal flnanclng 

NTCA wlll asslst the cooperatlve In attemptlng to arrange 
flnanclng wlth the Bulgarian-Amerlcan Enterprlse Fund and 
other sources NTCA would provlde technlcal assistance to the 
new company as well as encourage support from the Pollsh 
Telephone Cooperatlve Tralnlng Center In order to transfer thc  
successful Pollsh model to Bulgarla 

The evaluation recommends that ~ ~ ~ ~ ~ / ~ u l g a r l a  mlsslon should Walt 
for the technlcal and flnanclal plan for the Sea Gull Telephone 
Cooperatlve and the Issuance of an operatlng llcense prlor to 
foreclosing provldlng some modest support to NTCA Thls pllot 
project could represent a major break-through In telecommunlcatlons 
In Bulgarla that can serve as a cornmunlty-based model for 
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repllcatlon throughout the country, slmllar to the NTCA experlence 
In Poland 

C New Partnership Inltlatlve 

The NTCA experlence In Poland and Bulgarla flts lnto the New 
Partnershlp Inltlatlve (NPI) because communlcatlons 1s essential to 
bulld clvll socletles and the program contams all three NPI 
elements small buslness formation, a self-sustalnlng foundation 
and strengthened local governments through better munlclpal 
servlces 

~~D/~ashington and leadlng edge mlsslons should study the lessons- 
learned from the NTCA projects as an example of an mtegrated NPI 
approach At present, most mlsslons focus independently on one or 
more elements of the NPI ~nltlatlve Thls project suggests that 
Integrated efforts lnvolvlng telecommunlcatlons can combme all 
elements It ralses the concept that a slngle project by an 
lmplementor can reach all of the NPI objectives simultaneously 

In addltlon, the prolect leverages U S telecommunlcatlon 
mvestments, one of the fastest growlng overseas markets It 
demonstrates that NPI can also help create U S jobs whlle 
strengthening clvlc socletles overseas 

V Lessons Learned 

A Moblllzatlon of Soclal Energy 

Professor Albert Hershman, a ploneer In grassroots development, 
postulates a theory on the conservation and moblllzatlon of soclal 
energy It states that once a communlty was moblllzed around an 
actlvlty, even though lt mlght lnltlally fall, the communlty would 
contlnue to work on the lssue untll ~t succeeded Thls Idea flts 
the adage of "try and try agaln untll you succeed " 

The Brzeskle Telephone Company 1s a classlc example of thls theory 
Slx local rural communltles trled four tlmes In 1989 to obtaln 
phones but falled because the state monopoly (PPTT) was short of 
money The telephone cornnuttees pald for telephone lmes and other 
preparations, but were unable to get PPTT to lnstall a telephone 
swltch Whlle discouraged by thls fallure, the core of volunteers 
turned to the town In 1990 and trled to work wlth them to obtaln a 
switch, and agaln falled In 1991-92, they applled for a French 
asslstance program for lnstalllng telephones and falled (ln fact 
all of the French efforts falled) In May 1994, these communlty 
leaders learned about the NTCA program In Poland and requested 
assistance In August 1995, they formed thelr own company and 
began looking for local investors NTCA volunteer Blll Crownfleld 
helped them prepare a buslness plan for a $5 mllllon system, but 
there were lnsufflclent local funds Flnally, they were able to 

a obtaln flnancmg from CETI, an Amerlcan investment company, 
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purchased a swltch, and started thelr operatlons In March 1996 

There 1s a Pollsh slogan that when something lmposslble happens, 
cactl wlll grow ln Poland Thls slogan was repeated often when the 
local leaders kept meetmg £allure after £allure Today, the 
Brzeskle Telephone Company has a flower bed of cactl growlng In lts 
customer servlce area to prove that the lmposslble happens 

In a slmllar veln, success breeds success Each of the four 
operatmg telephone companles was founded by local mayors who chalr 
t h e n  boards of directors Because telephone servlce was hlghly 
desirable and expected to be provlded by the state, these mayors' 
success In brlnglng telephone servlce to thelr communltles bred 
addltlonal confidence for lnltlatlng other self-help munlc~pal 
servlces 

The lnstallatlon of telephones 1s relatively rap~d compared to 
other more costly and tlme-demanding projects such as the provlslon 
of natural gas lmes to homes and sewerage waste treatment 
facllltles Yet, In each of these four areas (groups of villages) 
where telephone companles were formed, telephone servlce dlrectly 
led to the ablllty to moblllze the community for other munlc~pal 
servlces 

C Grassroots Prlvatlzatlon 

The classlc development approach by multilateral agencles to 
Improve telephone servlce n developing and newly democratic 
countrles 1s through prlvatlzatlon sale to a large mternatlonal 
company or breaklng up the monopoly lnto separate companles On 
the other hand, large manufacturers want to sell modern dlgltal 
equlpment to monopol~es In these countrles and enllst thelr 
government asslstance efforts In accessing these large potentlal 
markets In effect, the use of assistance funds to promote 
equipment manufacturers reenforces the monopolies Large 
telecommun~cat~ons conglomerates work wlth asslstance agencles to 
try to break up the state rnonopolles slnce they see great 
opportunltles for profltable operatlons These asslstance effortc 
falled In Poland and other Central European countrles and the 
rnonopolles used as then models for "change", the successful state 
rnonopolles In other Western European countrles 

State telephone rnonopolles are very powerful wlth entrenched staff 
spread throughout the country The rnonopolles also may be one of 
the few profltable state-owned companles Assistance efforts that 
dlrectly confronted these monopolles generally falled 

The U S multl-provlder system represents a dlstlnctly different 
approach based on self-efforts by rural communltles who had to 
bbyld then own systems smce hvestor-owned companles showed 
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llttle lnterest In servlng these areas Ironically, these smaller 
U S cooperative and prlvate telephone companles generally proved 
to be hlghly profltable wlth modern technology 

Thus, NTCA applled thls different approach In Poland and Bulgarla 
They argued that small community-based telephone systems In rural 
areas and small towns were mutually beneflclal Ln generating 
revenues for both the monopoly and the local company NTCA worked 
wlth and educated the staff of the state-owned telephone systems In 
Poland and Bulgarla to see the advantages of allowlng prlvate 
operators to reach less desirable servlce areas and to achleve 
soclal beneflts (and respond to polltlcal pressure from rural 
regions), whlle the monopoly could concentrate on modernlzlng the 
large urban areas These local efforts dld not cost the monopoly 
anythlng (resources were ra~sed mdependently), but they dld have 
to glve up "some of then control," not an easy endeavor 

NTCA remalned lndependent from telephone equipment manufacturers 
and distanced ltself from more confrontational prlvatlzatlon 
efforts NTCA gamed a reputatlon for belng objective and dld not 
try to lmpose solutions on the state monopoly Yet, NTCA helped 
draft Pollsh leglslatlon that permitted prlvate operators and 
helped negotiate lnterconnectlon agreements that were e s s e n L a 1  LU 

the vlablllty of small systems In Bulgaria, NTCA gamed 
acceptance of prlvate telephone cooperatlves as acceptable 
lndependent operators wlthln exlstlng leglslatlon that does not 

@ permlt investor-owned approaches 

The major constraint In the growth of small systems 1s flnanclal 
NTCA also worked wlth the Amerlcan lnvestment flrm (CETI) that 
provldes venture capltal for start-up operatlons and accompanies 
funds wlth hands-on management assistance Once companles are 
established they have few problems attracting addltlonal 
lnvestment Most lnvestment funds seek only to place then funds In 
profltable operatlons, rather than take the rlsk and start up new 
companies Slnce telecommunlcatlons can be hlghly profitable, 
early rlsk-takers have the greatest potentlal for large returns 

AID should closely examme thls community-led model for 
prlvatlzatlon whlch 1s more consistent wlth ~ t s  grassroots 
development experience than large prlvatlzatlon efforts that are 
better left to multilateral donor agencles 

D Other Lessons 

Experlence In Poland suggests that pollcy dlalogue and new 
approaches to telecommunlcat~ons must be grounded In actual 
practlce Tralnlng should be conducted by volunteers who carry out 
the actlvltles they present In workshops A tralnlng center should 
be located next to an operating mdependent system (not at a 
unlverslty) 



NTCA's experience ln Poland and Bulgarla lndlcates that lt 1s 
better to create a new foundatlon for speclallzed actlvltles to 
promote rural telephones systems NTCA has worked wlth SIX 
different foundations that, In most cases, were helpful, but more 
progress took place when a slngle-purpose foundatlon was created 
that focused solely on rural telecommunlcatlons Glven the 
busmess nature of successful telephone cooperatives In Poland, the 
foundatlon was deslgned to rely on fee for servlce and lncome 
generating actlvltles and does not recelve donor funds It also 
rel~es on hlghly motivated volunteers thus keeplng ~ t s  overhead at 
a mlnlmum 
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\ U S Goods and Servlces Purchased by the Tyczyn and Wist Telephone Cooperatlves 

a (as of March I ,  1996 ) 

NT DMS- 10 (2 swltches and 4 remotes) 
Installation 
Documentation (Manuals, plans, etc) 
Transmission Equipment 
Computers 
Software (mclude swtchmg software) 
Pnnters 
Traimng 

NT DMS- 10 (swtch and remote u~uts) 
Installation 
Documentation 
Transmission Equipment 
Computers 
Software (mclude s w t c h g  software) 
Pr~nters 
Traimng 

T h ~ s  is an Increase from the amount quoted m May, 1995 because both cooperat~ves have 
purchased add~tional swtchmg and transmission equipment dunng the last year 

K Jaworskr 
0 S T Tyczyn 


