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EXECUTIVE SUMMARY

Objectives and Approach

This Information and Communications Technology (ICT) Assessment is intended to provide
USAID/Serbia with an understanding of the status of access to and usage of ICT in the public,
commercial and civil society sectors in Serbia. The report utilizes a SWOT analysis
(strengths/weaknesses/opportunities/threats) to present the assessment results. Based on those
findings, it offers recommendations for key ICT-related initiatives that USAID/Serbia could
undertake to leverage its own and other development activities and make a significant,
measurable impact across all of the Mission’s Strategic Objectives.

ICT in Serbia Today
Overview

In the area of ICT, Serbia is a land of contradictions. It has lagged behind other countries in the
region, with out-dated infrastructure, low levels of Internet use, limited ICT adoption among
businesses and NGOs, and a monopoly that severely constrained competition and innovation.
Yet recent actions by the Government of Serbia (GOS) signal a shift in policy and attitudes. The
Law on Telecommunications eliminated the monopoly and created an independent regulator,
RATEL, with the charge to open the market and create a level playing field. The National
Investment Plan (NIP),* adopted in 2006, envisions extensive ICT-related activities that are
intended to improve government services and infrastructure — and even increase transparency
and thwart corruption. These are not the only public initiatives. Many municipalities — some
extremely innovative — are adopting e-government solutions. All of this government spending is
also a powerful driver for the ICT market. Meanwhile, several small but promising ICT software
development firms are gaining recognition in the international market. NGOs have avidly
adopted computers, some using highly innovative applications. Perhaps the most startling news
is that Telekom Serbia, having invested huge sums in infrastructure, is ready to roll out
broadband access that will be widely available at highly competitive rates.

But the story does not end there. Telekom Serbia retains power as a de facto monopoly. To meet
the challenge, RATEL sorely needs both to build its capacity and, somehow, to find the strength
to rise above the political fray. The NIP includes large investments, some of which were initially
conceived rather hastily. The dynamic and competitive Internet Service Provider (ISP) industry
may be increasingly hobbled as monopoly pressure intensifies. ICT software firms face tough
odds, as they struggle to find staff with the current, practical skills they need, while many of the
best and the brightest leave the country for more lucrative opportunities. Non-technical
educational programs seem not to grasp the fact that ICT skills are essential to all types of
enterprises. Most NGOs have difficulty applying ICT strategically. And one survey reports that
an unnerving 52% of Internet non-users claim to have no use for the Internet.

1 The National Investment Plan applies much of the government’s 2006 budget surplus to fund capital investments throughout Serbia, mainly infrastructure.
Projected expenditures are €415 million in 2006 and a cumulative total of €1.674 billion by the end of 2007. However, given the magnitude of the program and delays

in starting some of the many projects it encompasses, some of the planned expenditures may roll over into 2008.




In sum, Serbia is poised to take off with widespread, creative uses of ICT to improve
governance, expand the economy, and strengthen civil society. Yet to fulfill that potential, every
aspect of the ICT sector must grapple with tough challenges. RATEL has to move quickly if an
innovative, vibrant competitive market is to emerge and become a major force for economic
growth — an opportunity that might well be lost altogether if Telekom Serbia retains its de facto
monopoly power until 2010, as is currently envisioned. Small businesses need access to strategic
ICT applications that can greatly boost their competitiveness, but few of these firms can afford to
make such an investment on their own. Educational institutions with vested interests in the status
quo must accept the need for fundamental changes, including tighter links with the business
community, to overcome the youth unemployment crisis and meet the workforce demands of a
modern market economy. NGOs need better ties to organizations worldwide using ICT
strategically to support their common goals. And ordinary Serbians need greater awareness of the
advantages ICT can provide in all aspects of their daily lives.

Telecommunications Legal and Regulatory Environment

Serbia’s telecommunications legal and regulatory environment is marked by incongruity. On one
hand, Serbia has taken important steps toward establishing a legal and regulatory environment
that fosters an open and competitive telecom market. Key among them is the Law on
Telecommunications, which in principle eliminated the telecom monopoly and created an
independent regulator (RATEL). Yet passing laws is only the first step. Although the country’s
mobile telephony has recently been opened to competition, the same cannot be said of fixed line
telephony. The latter remains a de facto monopoly, with Telekom Serbia, majority owned by the
GOS (with an 80% share), having virtually uncontested power over phone lines to end-users as
well as all access to the international Internet.?

If an open telecom market is to become a reality, RATEL must be willing and able to take bold
action to fulfill its mandate and adopt key regulations that will curb the power of Telekom Serbia
(TS), e.g., ensuring fair access to the TS backbone network and the international Internet, and
legalizing the use of voice-over-Internet-protocols (VOIP). To do so, this young agency will
need considerable capacity-building — and sufficient political independence — to enable it to
address the complex telecom challenges it has inherited. Also needed is greater consolidation
within the GOS of the currently fragmented ICT-related activities, to provide more effective
leadership and sufficient authority to undertake politically difficult actions.

Telecommunications Infrastructure

Again, the contradictions in Serbia are rife. Voice telephony is widely available, even in rural
areas, at prices equal to or well below those of other countries in the region (even for
international calls). Dial-up Internet access — while slow and cumbersome — is also relatively
cheap and widely available. Mobile telephony, too, is strong, covering more than 90% of the
country. Yet, until recently, Serbia has also suffered from one of the poorest infrastructures in the
region, impeding Internet access and innovative uses of ICT. Nor has wireless broadband filled

2 Serbian ISPs can create (or use) non-Telekom Serbia networks to send email, create Websites, etc. within Serbia. However, only two companies have licensed networks that

cross an international border, and therefore have links to the “International Internet”: Telekom Serbia and VeratNet.




the gap, as it has in other countries — primarily, it appears, due to Telekom Serbia’s actions to
control or repress the development of wide area wireless networks.

Yet major change is imminent. Telekom Serbia has undertaken enormous investments to upgrade
the backbone infrastructure and make it broadband-ready. Soon, ADSL broadband will be widely
available across Serbia at extremely competitive prices. Utilization of the Internet could take off
if RATEL seizes the opportunity to open competition — by ensuring fair access to Telekom
Serbia’s modernized network, enabling independent access to the international Internet, and
legalizing VOIP. Several of Serbia’s ISPs are ready and willing to compete vigorously.
Meanwhile, mobile phone companies may join the fray, offering mobile broadband services to
their customers. Hence, with the right regulatory environment accompanying these recent
infrastructure advances, demand for the Internet and ICT could skyrocket.

ICT Industry

Despite the constraints they face, Serbia’s ISPs have created the epitome of a vibrant,
competitive market. More than 50 ISPs vie for customers, and although most are in Belgrade,
many also serve other, including more rural, areas. Moreover, two ISPs have risked developing
infrastructure linking to the international Internet independent of Telekom Serbia. Cable
companies and mobile phone operators are also positioning themselves to go up against Telekom
Serbia in the broadband market.

Perhaps the most impressive news comes from Serbia’s software development industry. These
small but thriving companies have taken advantage of their technical prowess, English language
facility, and proximity to and common culture with the EU, to begin to carve out high value-
added niches in the European market.* The presence of major international ICT corporations has
helped. Many of them partner with local firms, who gain the benefit of cutting-edge technology
and expertise, along with an entrée to the global market. The strong government demand for e-
government applications at both the central and local levels also helps drive the industry’s
growth. With the right support, these companies could develop ICT applications for Serbia’s
non-ICT industries that will generate broad economic expansion and job growth.

Yet we should not be overly optimistic. Serbian ICT companies have crucial needs. They require
stronger management, sales and marketing skills. Educational institutions must link more closely
with the private sector, in order to respond to workforce needs, e.g., technical programs
providing more practical experience; non-technical programs integrating relevant ICT. The
problem bedeviling other developing markets — “brain drain” — is also a serious threat to the
Serbian ICT industry’s future. Finally, the country needs more “good press” to attract investment
and counter internationally held stereotypes rooted in the Milosevic era.

The Commercial, Government and Civil Society Market for ICT

Serbia’s market for ICT is at a crossroads. The track record is, by and large, discouraging. A
weak infrastructure has smothered overall demand for the Internet. A mere quarter of the
population uses the Internet in any way. Serbian businesses, struggling to survive, lack the
financial wherewithal, knowledge and skill to adopt the ICTs they need to compete in higher

® USAID has provided key assistance to a number of these companies through its Serbia Economic Development Project (SEDP).




value-added sectors. Most NGOs have computers but not the ability to use them strategically to
support their goals. ICT companies confront the challenge of being late comers to the
international market.

The situation would be bleak were it not for some key shifts and an underlying market strength —
albeit more latent than realized thus far. First, overall public demand for Internet access is rather
impressive, given the constraints faced by the general population: slow connections, low income,
high unemployment, not to mention residual effects of war devastation. The 24% Internet
penetration among the populace, 41% among households, matches some countries where access
has been far easier and more actively promoted. Although one survey of future Internet adoption
delivered disturbing results, another offers a quite optimistic forecast, so all generalizations must
be cautious.

For Serbia’s software development industry, the future is promising. The EU offers a growing,
nearby market. Government ICT adoption is on the rise. NGOs are eager adopters, mainly
needing fuller information about strategic applications. For businesses, especially SMEs, better
access to ICTapplications that improve competitiveness, combined with a demonstration effect
from a few early adopters, could drastically boost ICT utilization and fuel economic growth in a
“virtuous cycle.” The prospects are particularly favorable for certain major industries such as
agriculture.

Thus, Serbia’s market for ICT appears to be on the brink...of either rapid and innovative ICT
expansion in a growing economy, or else stagnation and a continuous game of “catch up.” The
direction will be heavily influenced by some key factors: deciding when and how to open up a
competitive telecom market; providing strategic assistance to give SMEs affordable access to
ICT applications that can yield demonstrable bottom-line results; strengthening of key workforce
skills both for ICT and non-ICT companies, along with better links between business and
educational communities; expanding NGOs’ knowledge of innovative ICT practices worldwide.

Recommendations

In the course of conducting the ICT assessment, many opportunities emerged for assisting Serbia
to increase access to and value-added use of ICT. Furthermore, the team concluded that Serbia is
finally poised to “take off” in the ICT area, and strategic interventions could spell the difference
between success or stagnation. This report focuses on just a few key, strategic, ICT-related
activities that USAID/Serbia could undertake to have a significant, measurable impact across all
of the Mission’s Strategic Objectives.

The recommended activities have synergies with each other, so would gain power as integral
components of one overall program. However, each of the recommended activities — or any
element of a particular activity -- could also have a major impact as a component of a larger
program that is already underway or in planning. The team recommends the following four
overarching components, each of which includes several activities, for Mission consideration:

1. Leverage planned government investments and donor assistance.

Leveraging other development efforts gives USAID an important and often cost-effective
way to make a significant contribution. The Government of Serbia’s National Investment
Plan (NIP) is a prime candidate, as it includes substantial ICT-related investments. There is
an opportunity to add value and contribute to the success of these initiatives by providing
high-level technical assistance during the substantive design, planning and implementation
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phases.* Where NIP initiatives may face political resistance, e.g., those involving improved
transparency, USAID support could be particularly helpful. USAID can also make a key
contribution through involvement in other ICT-related initiatives. For example, the GOS is
partnering with a number of donors to create business incubators. The incubators could be
greatly strengthened by USAID initiatives drawing on the successes of relevant USAID
projects in other countries.

2. Support local efforts to improve the market environment for ICT development

The importance of ICT development in Serbia, and the benefits to be gained, have not gone
unrecognized in the local community. However, much remains to be done to realize ICT’s
full potential. USAID could lend significant support to efforts to open the
telecommunications/Internet market to full competition in a number of ways, e.g., public
recognition, financial support, capacity-building, facilitating networking within Serbia and
internationally. In addition, USAID can help increase understanding of the stakes, by
creating awareness-raising components within projects that serve non-ICT businesses,
educational institutions, NGOs, and the public. Through linking with public diplomacy
efforts, the mission can help make open market principles more concrete for businesses and
the public by providing *“success stories” of USAID support for a competitive environment
and innovative uses of ICT.

3. Support access to sector-specific high impact ICT applications that significantly
improve competitiveness in an industry sector or the capacity of target NGOs.

SME Competitiveness

This type of activity uses high impact ICT applications to quickly and significantly improve
the competitiveness of an industry. Most importantly, it provides all SMEs in an industry
with affordable access a sustainable basis to those ICT applications, which individually they
probably could not afford. There are two key steps involved:

e Analysis of an industry to identify an ICT-enabled application that has the potential to
boost the competitiveness of the entire industry. The industry may include all or a sub-
set of the sectors the mission has selected for its competitiveness programs.

e Development of a sustainable means for the SMEs in the selected industry to have access
to the ICT-enabled application.

There are various approaches to doing this. One approach is to have a USAID program co-
invest with local entrepreneurs to create a sustainable for-profit or not-for-profit enterprise
that offers access to the ICT-enabled application at affordable prices to all SME’s in the
industry. Assistance will also be needed to ensure that the enterprise that offering the service
has a sound business plan, covering sales, marketing and operations, and implements

a viable revenue model that will underpin sustainability. Another approach is to look within
the value chain for existing enterprises that will “win” if the SMEs can use the proposed ICT-
enabled application and so may be willing to finance its acquisition and provide the service at
a reasonable cost. For example, a large wholesale buyer may need to have a reliable source

4 USAID is already engaged in such assistance under its Serbia Economic Growth Activity (SEGA).




of high quality products from the SMEs in order to meet stringent delivery schedules. This
buyer may be willing to invest in and provide the SMEs access to ICT-enabled planning,
production or supply chain management tools to facilitate their fulfilling the buyer’s needs.

NGO Capacity

Along similar lines, USAID/Serbia can add an innovative approach to using high impact
ICTs by applying them to strengthen NGOs. Such activities would involve two key steps:

e Identifying an ICT application that can quickly and significantly improve the reach and
impact of NGOs working in a selected area

e Providing all target NGOs with affordable access to the application through a service
provider that has with a strong business plan that supports long-term sustainability.

Support access to ICT applications that improve competitiveness across sectors and/or
across USAID Strategic Objectives (SOs).

This component utilizes the power of high impact ICT applications to make major
improvements across industry sectors or SOs. The steps are similar to those in Activity #3,
except in this case the first step is identifying ICTs that can quickly and significantly address
major gaps across industries or sectors, including education, business, civil society. The next
step is facilitating development of for-profit or not-for-profit enterprises/NGOs that can close
the gaps by offering high impact applications at affordable prices to all businesses/
organizations/users in the target group (see example below). Each of these “ICT-enabled”
entities receives hands-on technical assistance to ensure it can implement a viable business
plan that will yield long-term sustainability, and its performance is monitored to see whether
it is achieving the planned objectives.

Example: An ICT-Enabled Center for Youth Employment.
This Center aims to open new, higher value-added job
opportunities for youth as well as to build a workforce with
skills that Serbian SMEs need to be competitive. It uses ICT
to provide a one-stop-shop center with a range of services
open to youth, the unemployed, and those seeking to raise
their skill level, e.g., information on training sources, job
opportunities and requirements; job-seeking assistance;
business H/R development services — all in partnership with
training/educational institutions and private sector sponsors.
Through the Center, youth and unemployed can use job or
training referral databases that are sponsored by
businesses; fee-for-service offerings, such as career
counseling, e-mentoring (with fees on a sliding scale); a
range of online information sources. Companies can use fee-
based services such as “head hunting” and business match-
making. Universities, secondary schools and government
agencies can use websites and other fee-based services
that disseminate information about their offerings.
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1.0 Introduction

1.1 BACKGROUND

Serbia is at a crucial period in its transition to an open, democratic state with a well-functioning
market economy, following the devastating conflicts of the Milosevic era and the collapse of the
socialist economy. The country has made substantial progress in developing the necessary legal
and economic measures, but continues to face a wide range of problems, including persistent
unemployment and GDP below 1989 levels. USAID’s multi-year strategy, effective from FY
2006 through the scheduled end of USAID assistance to Serbia after 2012, adopts an innovative
approach that integrates key economic growth and democracy components and is designed to
respond to changes in the socio-political environment.

Access to and application of information and communications technology (ICT) in Serbian
public and private sectors can serve as both key levers and barometers of the country’s progress.
ICT can help drive economic growth — both via a promising ICT industry and as a means to
modernize and add value to non-ICT sectors. It offers a tool for developing the workforce
capacity Serbia needs to compete in the world economy. ICT can also help to improve
governance, with greater transparency and responsiveness to citizens’ needs. Yet these
opportunities are linked to difficult challenges for every sector. Meeting the challenges can
unleash tremendous innovation and growth. Failing to do so could hobble all other efforts to
expand economic growth, improve governance, and strengthen civil society.

1.2 OBJECTIVES AND APPROACH

This ICT assessment was requested by USAID/Serbia, which recognized the importance of ICT
to both economic growth and good governance. USAID activities underway or planned
incorporate a number of ICT elements, including integrated management information systems for
building institutional capacity, Internet tools and websites for broadening the market for Serbian
products, and case management recording and reporting systems for improving the efficiency
and transparency of the judicial process. In addition, a component of one project focuses on
development of the ICT business sector. Although these activities are extremely valuable, they
generally focus on addressing ICT needs of a particular sector or institution.

In contrast, this assessment aims to provide the mission with a comprehensive, multi-faceted
picture of ICT in Serbia, as well as to identify opportunities to use ICT as a powerful force for
enhancing the competitiveness of Serbia’s industries, improving government responsiveness and
transparency, and expanding the reach and impact of NGOs seeking to address social equity and
public welfare needs.

To accomplish this, the assessment considered various perspectives:

e the legal and regulatory environment, particularly its effectiveness in promoting
competition while protecting the public interest;

e the status of the ICT sector and the ICT infrastructure, including ease of access to ICT
technology for public and private purposes; and

e the development potential of the business, government and civil society market for ICT.

1-1



Drawing from the assessment results, the report offers a series of recommendations for high
priority ICT-related activities that could boost government effectiveness and accountability,
grow the ICT industry and strengthen competitiveness of non-ICT industries, improve workforce
development and expand job opportunities, and address social issues and inequities. Ultimately,
the report endeavors to contribute to the mission’s goal to help position Serbia to be a
prosperous, democratic and competitive nation by the time USAID assistance to Serbia reaches
its scheduled end after 2012.

The assessment was conducted by Janice Brodman (EDC) (jbrodman@edc.org) and Judith
Payne (USAID/EGAT/EIT/IT) (jpayne@usaid.gov), with the participation of and support from
the Center for Internet Development (http://www.netcentar.org), an NGO in Serbia. The
approach involved four major steps:

1. The team first reviewed a wide range of materials, including 1ICT-related reports; USAID
project documents, data and plans; reports on economic and governance conditions;
analyses of various sectors; and news articles.

2. In Serbia, the team conducted interviews with USAID staff and project teams, other
donors, owners and employees of Serbian ICT and non-ICT businesses, members of
educational institutions, staff of NGOs, and national and local government officials,
during the period October 30 to November 15, 2006.

3. The assessment team analyzed the information gathered by conducting a SWOT analysis,
identifying Serbia’s strengths, weaknesses, opportunities, and threats regarding the use of
ICT to promote economic growth and democratic governance.

4. Drawing from the SWOT analysis, along with experience of other countries, the team
identified strategic opportunities for using ICT to deliver major, positive, measurable
impacts on economic growth and transparent democratic governance that would build
on the mission’s current and planned activities, and leverage efforts of the
Government of Serbia (GOS), municipalities, other donors, private sector, and
NGO’s.

Section Il of the report examines four key aspects of ICT in Serbia today:
A. Telecommunications Legal and Regulatory Environment;
B. The Telecommunications Infrastructure;
C. The ICT Industry; and
D. The Commercial, Government, and Civil Society Market for ICT.

Each sub-section is examined through a SWOT analysis lens, i.e., by examining the strengths,
weaknesses, opportunities and threats related to each sub-section. Chart 1, in Annex A,
provides a summary of the SWOT analysis results across sectors.

The final section, 11, provides ICT-related recommendations resulting from the analysis.
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2.0 ICT in Serbia Today

This section provides a comprehensive overview of access to and use of ICT in Serbia today. It
examines four major aspects:

Telecommunications Legal and Regulatory Environment;

The Telecommunications Infrastructure

the ICT Industry

The Commercial, Government, and Civil Society Market for ICT.

o w>»

2.1 TELECOM LEGAL AND REGULATORY ENVIRONMENT

Overview

Serbia’s telecommunications legal and regulatory environment is marked by contradictions. On
one hand, Serbia has taken important steps toward establishing a framework of laws and
regulations that foster an open and competitive telecom market. Key among these is the Law on
Telecommunications, which provided for elimination of the telecom monopoly and creation of
an independent regulatory agency (RATEL). Yet passing laws is only the first step. Although the
country’s mobile telephony is quite open and competitive, the same cannot be said of fixed line
telephony. The latter remains a de facto monopoly, with Telekom Serbia, 80% owned by the
GOS, having virtually uncontested power over fixed line telephony and all access to the
international Internet.

If an open telecom market is to become a reality, RATEL must be willing and able to take the
bold actions needed to fulfill its mandate, by adopting and implementing regulations that will
curb the power of Telekom Serbia. Most importantly, RATEL must ensure fair utlization of
Telekom Serbia’s modernized network, enable independent access to the international Internet,
and legalize voice-over-Internet-protocols (VOIP). To meet the complex challenges it has
inherited, this young agency will need considerable capacity-building. It must also build
sufficient independence from political influence.

Also sorely needed is a central authority Telecom Legal and Regulatory Environment
Withil’} the GOS ) tO Consolidate, trengths \Weaknesses
coordinate and provide leadership for « Good ICT-related laws + RATEL needs
ICT-related activities. Such an authority  * Independent regulator strengthening _

- Private sector pressure for| * No central ICT authority

could provide consistency and quality

C o an open market « Problematic government
g:ontrol for IC'_I' initiatives, such as those investments
in the National Investment Plan. [55orunities Threats
Properly positioned, it could have the « RATEL can open the » RATEL fails to open the
power to take politically difficult market market
actions. » Eager and competent
competitors

The following sub-sections provide the < National Investment Plan
SWOT analysis of the telecom legal and
regulatory environment in detail.
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2.1.1 Telecom Environment Strengths

Good ICT-related laws. During the past few years, Serbia has passed several laws that serve as
important steps toward creating a positive environment for ICT development and access.’
Among the most important is the Law on Telecommunications (April 2003), which aims to make
the Serbian legal and regulatory environment compliant with EU standards. The law addresses a
number of key issues: it eliminates the incumbent telecommunication company monopoly, as of
June 2005, and requires the dominant market player, Telekom Serbia, to meet all reasonable
requests for network access, provide service in a non-discriminatory and transparent manner, and
provide a cost-oriented pricing structure.® It also assigns responsibility for developing a
telecommunications strategy to the Ministry of Capital Investments, and responsibility for
implementing the strategy and regulating the market to the Republic Telecommunications
Agency (RATEL).

Another important law is the new Copyright Law, which complies with EU recommendations
and WTO requirements on intellectual property rights (TRIPS). The major challenge is to
enforce the law. A positive sign is that Microsoft and the international business association of
software producers for the protection of intellectual property (BSA) both give give Serbia high
marks in legalizing software. Nonetheless, informal reports continue to cite a lively business in
illegal software, DVDs and CDs.

While allowing Telekom Serbia, which is 80% state-owned, to retain a de facto monopoly on
fixed telephony, the GOS has fostered a relatively competitive environment in mobile telephony
through privatization and sale of three operating licenses by competitive tender during the latter
half of 2006 (two of the licenses went to foreign investors, with the third awarded to a Telekom
Serbia subsidiary).” As a result, there is greater market responsiveness and innovation in the area
of mobile telephony (see Section I11.A.1. Infrastructure — Strengths).

Independent regulator. RATEL began operations in December 2005, with the legal power and
the responsibility to foster an open, unbiased, liberalized market that supports expansion of new
telecommunications technologies. It has broad authority in key areas: assigning numbers,
regulating pricing structures, regulating connection between operators, developing rules on
VOIP, arranging for universal service, providing access to the Telekom Serbia backbone
network, and managing the use of spectrum for wireless telecommunications services. Having a
regulator that is an independent legal entity and self-financing is a strength in itself. If RATEL
carries out its responsibilities free of political influence, it can create a telecommunications
sector that is a cornerstone for a liberalized market, ensuring open competition, equal pricing for

5 In addition to the laws discussed in the body of the paper, the following important laws have been passed:
Copyright and Related Rights Law
Electronic Signature Law
Protection of consumers
Access to information

Amended Criminal Code (which addresses some aspects of cyber crime)

6 Telecommunications Law, Articles 9, 10, 39, 40, 43, 48, 52 and 111.

7 There are three licensed mobile providers: Telekom Serbia’s MTS (49% owned by government), Telenor and the most recently licensed provider, Mobilkom, owned by the

Austrian mobile operator.
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interconnectivity and access to essential infrastructure, and a fair and transparent regulatory
environment.®

Private sector pressure for an open market. Private sector actions may further strengthen
implementation of the Telecommunications Law. Some NGOs and businesses are pressing
steadily for a more competitive telecommunications environment.’ These pressures are about to
increase, as some members of the American Chamber of Commerce seek to establish a
committee of influential businesses (including firms in the ICT sector and those using ICT in
other sectors) committed to advocating for the government to open up telecommunications
competition.

2.1.2 Telecom Environment Weaknesses

RATEL needs strengthening. The telecom environment also has important weaknesses. First,
the new regulatory agency, RATEL, needs considerable strengthening. It is clear that there are
strong political pressures that could constrain RATEL’s effectiveness. Just by way of example,
the members of its Managing Board were appointed by the Government without public
consultation, making RATEL vulnerable to accusations that its decisions will be politically
influenced. In order to take the necessary steps to open competition in the telecom industry,
RATEL will have to address a number of complex issues in a short timeframe, some raising
significant political concerns. To act effectively, the agency needs considerable human capacity
development, in a context free of political interference .

Despite the new telecommunications law and regulatory environment, Telekom Serbia (TS)
continues to be the de facto monopoly of public voice telephony and the fixed line network for
phone services and access to the international Internet. TS has the only Internet and data
backbone in Serbia; all ISPs (save one) and mobile phone companies must access the
international Internet and landline phones through TS’s backbone.® At the time of this report,
neither the telecommunications law nor the Regulatory Agency had fully addressed some
important issues, e.g., local loop unbundling and the legal status of VOIP.* There are no plans to
offer additional licenses for fixed telephony and fully open the telecom market until 2010.
Moreover, there are reports of predatory practices by TS, such as cutting the lines of cable
operators and attracting prominent companies and embassies through below-market pricing. The
government, as majority owner of TS (with an 80% equity share), appears to have little incentive
to displace TS’s monopoly position.

The National Information Society Strategy raises further questions regarding government’s
commitment to an open market. The IS Strategy was to have been developed through a multi-
stakeholder strategy but appears to have actually engaged a relatively limited set of participants.
The strategy does not propose specific actions to be taken to liberalize the telecommunications

8 Under the new Telecom law, it is illegal for RATEL to have a conflict of interest with the telecom entities it is regulating.

9 One NGO is the Center for Internet Development, which provided valuable support for this report.

10 VeratNet also has a cross-border link to the international Internet and a distribution backbone; however, their network is far more limited than that of Telekom Serbia, in terms
of geographic coverage and in total bandwidth.

11 The “local loops” of a telephony network connect users to the network. They are key because they are expensive to build, were usually built with public funds, and provide the
incumbent with a huge competitive advantage. Providers other than Telekom Serbia must have fair access to TS’s local loop facilities if there is to be true competition.
Furthermore, competitive access to local loops is essential to increasing broadband access. “Local loop unbundling” is the means for ensuring that alternative providers have fair
and non-discriminatory access to the local loop facilities. There are other areas of weakness as well, e.g., the law provides for number portability, but requires specific guidelines
from RATEL.
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industry, although it does describe the various issues and identify areas where action would be
worthwhile. These deficiencies raise questions regarding the Government of Serbia’s willingness
to take the essential next steps in liberalizing and opening the telecommunications market to
competition. Broader political conditions also undermine confidence that there is the political
will needed for change, e.g., Serbia ranked 97" on Transparency International’s 2005 Corruption
Perceptions Index*.

Lack of centralized ICT authority. Another weakness relates to the lack of a single
government unit responsible for ICT matters. Functions related to ICT are currently fragmented
among a number of lower-level GOS agencies and departments. A central authority that
consolidates and coordinates all ICT functions could provide the high level leadership needed to
tackle the obstacles to ICT growth and promote the use of ICT to support development goals.

2.1.3 Telecom Environment Opportunities

Opening competition in the telecommunications sector can be expected to result in a range of
benefits. For example, telecommunications is crucial to business competitiveness, and a more
open and competitive telecom environment usually offers business (and residential) customers
new services more quickly and at lower cost than a monopoly structure. More jobs have been
created in countries with open and competitive telecoms environments than in those with
monopolistic environments.*

RATEL can open the market. The Regulatory Agency, RATEL, offers a key opportunity for
Serbia to create the kind of legal and regulatory environment that would promote competition.
For this to occur, the Agency must pass rules that either open Telekom Serbia to direct
competition or, at least, prevent TS from abusing its dominant position.* Key rules relate to:

e Requlating interconnection tariffs, which protects the right of all providers — Internet
service providers (ISPs), mobile and traditional phone providers — to be connected to the
fiber backbone and have access to a gateway to the International Internet, at reasonable
cost (i.e., based on the principles of cost-oriented billing).*® It is important to ensure that
TS’s interconnection rates enable other providers to compete, while offering affordable
prices to retail users.

e Licensing other ISPs to provide access to the International Internet, which would enable
them to serve Internet users without relying on TS’s network.

e Unbundling Access to Local Loop,* which enables telecommunications providers to use
TS’s network to provide services. Unbundling the local loop would make true
competition possible, fostering innovation among competitors.

12 http://ww1.transparency.org/cpi/2005/cpi2005_infocus.html

13 Report 2 — Country Comparative Report, Supply of services in monitoring of South East Europe - telecommunications services sector and related aspects, May 22, 2006.
Prepared by Cullen international (http://www.cullen-international.com)

14 The EU has guidelines that aim to protect the other operators in a monopoly situation, e.g., rules about non-discrimination, cost structure and transparency. In Serbia, RATEL
has the power to set and enforce such rules.

15 Training for RATEL from the US Trade and Development Agency (TDA) is focusing on this issue, i.e., reform of the fixed phone network tariff to provide interconnection
services to Telecom Serbia's competitors at fair prices.

16 Footnote 5 provides an explanation of local loop unbundling.
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e Legalizing Voice Over Internet Protocols (VOIP), which would enable ISPs to offer
VOIP, both lowering the cost of international calls and supporting a more competitive
environment for telecom/Internet services. Currently, VOIP is unregulated; however, it is
considered to be legal only for business internal use (although some ISPs offer VOIP
services) and is obstructed by Telekom Serbia."’

e Numbering and Addressing, which would allow customers to select their provider
without concern that they will lose their phone number.

Experts providing training to RATEL appear to be optimistic that the Agency will eventually be
able to fulfill its responsibilities related to these issues. They find the RATEL staff committed to
fostering a liberalized, competitive environment, and the Agency management competent and
willing to take the steps necessary to support liberalization.™ They also recognize, however, that
RATEL has considerable needs for capacity building, that the issues are complex and that
RATEL will need time to address them.

Eager and competent competitors. The opportunity for a competitive telecommunications
sector lies not only with the regulator, but with the rest of the telecommunications market as
well. In this regard, Serbia is well positioned. Unlike some other countries in the region, Serbia
can boast of several telecom/Internet providers ready and able to compete with Telekom Serbia if
the market opens. As mentioned above, TS has the only Internet and data backbone in Serbia,
which ISPs and mobile phone companies must use to access the international Internet and
landline phones. However the alternative providers already have solid experience operating
networks (which link to the
international Internet and/or to local The NIP could also be used to pry open telecom

phones via TS), and thus could Option 1: the plan to Iir?lfg?lpgec:\i}(ia(r):ment institutions
prove to be viable competitors. currently expects to use the Telekom Serbia fixed line

National Investment Plan. Another || network, plus the networks of the three mobile providers
: : : : and perhaps, in more outlying areas, the wireless

opportunity :Ies with thlehNatlhonr?l broadband providers. If RATEL passes rules to liberalize
Investment Plan (NIP). Although the the market, and the government is interested in opening
NIP suffers from some weaknesses, | competition, a tender for the government network could be
as described above, such major [ structured to attract bids from international investors, which
investments in ICT also offer key could partner with local telecom companies and compete
opportunities. Some are evident. For effec_t|vely with Telekom Serbia. The te_nder could also

le. the plan includ . require plans to market affordable services to the
example, the plan includes a project businesses and communities and ensure service to
to network all  government | currently underserved, non-urban areas.
Ministries, and eventually all public
sector institutions, including schools, health organizations and local governments.”® Such a
network would obviously expand Internet access considerably. It could even deploy its excess
capacity as a means to provide affordable broadband outside government, e.g., to companies and

NGOs.

17 ISPs report that if they terminate VOIP calls to a landline, TS cuts the line or blocks the ISP’s dial-out capabilities.
18 Based on conversations with the trainers, who are training RATEL under a TDA activity.
19 The project will be headed by the Ministry of Science and Ecology, with other ministries and agencies participating, including the Agency for Information Technology and the

Internet.




Using NIP to open telecom competition
Option 2: Another strategy would license EPS (the government-owned electric company) to
provide access to the international Internet by using excess capacity in its fiber network to offer
wholesale services to ISPs, thereby becoming an alternative to TS’s backbone. If VOIP were
legalized, such a network could also provide voice service and be quite competitive. Although this
option would only result in two, rather than one, government-owned, first-level ISPs providing
direct links to the international Internet (the second-level ISPs buying the access from TS or
EPS), it nonetheless would create greater competitive pressures and the attendant benefits. In
other countries, competition to monopoly telephony from entities such as energy companies has
had significant impact on prices and services.

2.1.4 Telecom Environment Threats

RATEL fails to open the market. The most evident threat to an open, competitive
telecommunications industry lies in further entrenchment of the monopoly provider. Experience
suggests that this type of power stifles innovation and rapid service improvements. Yet RATEL
faces a knotty problem. The public enjoys certain benefits due to the monopoly structure. Unlike
some monopolies (e.g., the former monopoly in Macedonia), TS does not use extreme price
gouging to raise revenues while neglecting its infrastructure. On the contrary, TS is actively
investing in improving its infrastructure and its pricing (tariff structures) is on par — even low —
in comparison with other South East Europe (SEE) countries.?® As a result, TS operates at a
much lower margin than most telecommunications companies.*

On the other hand, discussions with other companies in the industry reveal TS’s very real ability
to remove competition for all practical purposes. Its pricing structure gives TS an unfair
competitive advantage, as non-government owned companies cannot compete with negative
margins! Moreover, the Assessment team found that virtually every potential competitor to TS is
dependent on the TS-controlled network, and all expressed fear of displeasing the monopoly
power. Thus, the problem is not only TS’s de facto monopoly power, but its use of that power to
control and restrain the business decisions of potential competitors. For example, the team heard
numerous stories of ISPs, other telecommunications providers or media outlets receiving veiled
threats or outright action if they criticized TS (e.g., lines would be cut, access blocked,
advertising dropped, etc.). Even the Presidency of the ISP Association putatively was given to a
very small “second tier” ISP that did not buy access directly from TS, because only that
company felt it was safe to head up the Association.

Thus, the situation is complicated. Telekom Serbia has kept basic telephony costs very low — in
some cases below cost. They plan the same with ADSL, a flat fee across the country, including
areas outside larger cities. At the same time, they use their de facto monopoly position to stifle
innovation and market responsiveness among other companies.

20 Report 2 — Country Comparative Report: Supply of services in monitoring of South East Europe - telecommunications services sector and related aspects, May 22, 2006. Cullen
Report. http://www.cullen-international.com

See Section I11. ICT Sector Weaknesses for further details regarding TS pricing.

21 One way to compare telecomm operators is using “Earnings Before Interest, Taxes, Depreciation and Amortization” margin (EBITDA/sales). The normal range is 30-50%. For
Telecom Serbia it is 17.90%.
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Hence, although it is important for RATEL to move quickly to open the telecommunications
market, including instituting tariff restructuring,? the result is likely to raise the cost of basic
phone calls, and perhaps of ADSL. Thus, it will be incumbent upon RATEL to ensure that the
poor have access to affordable telephony. They must also be careful to open access to the
digitized network to TS competitors in such a way as to foster innovative and/or lower cost,
services. There are a number of ways for RATEL to achieve these goals. To ensure phone access
to the poor, such policies as universal service requirements/funds or special rate structures can be
utilized. RATEL can support a competitive market for broadband by addressing such issues as
local loop unbundling, cost-oriented and unbiased interconnection rates, licensing access to the
international Internet, rules on numbering, and VOIP.

2.2 THE TELECOM INFRASTRUCTURE

Overview

The nation’s telecommunications infrastructure again displays deep-seated contradictions. Voice
telephony is widely available, even in rural areas, at prices equal to or well below those of other
countries in the region (even for international calls). Dial-up Internet access — slow and
cumbersome as it is — is also relatively cheap and widely available. Mobile telephony, too, is
strong, covering more than 90% of the country. Yet, until recently, Serbia has also suffered from
one of the poorest telephony infrastructures in the region, smothering Internet adoption and
innovative uses of ICT. Nor has wireless broadband filled the gap, as it has in other countries —
primarily, it appears, due to Telekom Serbia’s actions to control or repress development of wide
area wireless networks.

Telecom Infrastructure

Yet major change is at hand.
Telekom Serbia has made S”eé'gths \Weaknesses

. » Good phone access « Poor broadband access
enormous Investments to « New broadband access « Limited wireless broadband
upgrade the backbone « Good mobile phone
infrastructure and make it networks
broadband-ready. Soon, ADSL — —

- - pportuniues reats
bl’O(_:ldband will be W'dEIy » Good phone access » Poor broadband access
available  across _ _Serb'a _ at « New broadband access « Limited wireless broadband
extremely competitive prices. + Good mobile phone
Access to the Internet could take networks
off if RATEL seizes the « Competitive mobile industry
opportunity to open competition |  ComPpetitive ISP industry

— by ensuring fair access to
Telekom Serbia’s modernized network, enabling independent access to the international Internet,
and legalizing voice-over-Internet-protocols (VOIP).

Despite the constraints they face, Serbia’s ISPs have created the epitome of vibrant competition.
More than 50 ISPs vie for customers, and several ISPs are ready and willing to compete
vigorously with Telekom Serbia. Two have already taken steps to develop infrastructure linking
to the international Internet independent of Telekom Serbia. Although most of the ISPs are in
Belgrade, many also serve other, even more rural, areas. Meanwhile, mobile companies may join

22 Tariff restructuring is at the top of the priority list for TDA training of RATEL.




the fray, offering mobile broadband services. Cable companies and mobile phone operators are
also positioning to go up against Telekom Serbia in the broadband market. Hence, with the right
regulatory environment, along with these recent infrastructure advances, demand for the Internet
and ICT could skyrocket in Serbia.

The following sub-sections provide the SWOT analysis of the telecom infrastructure in detail.

2.2.1 Infrastructure Strengths

Good phone access. Serbia has relatively good voice telephony access, with a penetration rate of
about 36%, higher than the SEE average.? Costs of basic telephony are also lower than in other
SEE countries, as are costs for slow-speed dial-up Internet access (see Section 111.B.2 ICT Sector
Weaknesses for details). Serbian consumers and businesses that want only very basic services
enjoy low cost telephony for domestic calls throughout the country.* Even prices for
international calls to countries in the SEE region are about average for the region, and to
“distant” European countries (e.g., UK) are slightly lower than the SEE country average —
although still significantly above the EU average. Similarly, Serbian businesses pay very low
prices for telephony.

New broadband access. A significant improvement in broadband access is about to take place.
Telekom Serbia has made major investments over the past few years to improve its infrastructure
and prepare to expand broadband (ADSL) services. The new infrastructure completely changes
the face of Internet access. The changes have both positive (see Section I11.A.3) and negative
(see Section I11.A.4) implications. It is worth noting that the IT companies interviewed that
provide software development services internationally reported no difficulty obtaining the
broadband Internet links they need to match their international customers’ expectations. In all
cases, they relied on TS’s services, leased line arrangements or ADSL. Of course, these
particular companies are willing and able to pay well for such services, given the requirements of
their lucrative international business.

Good mobile phone networks. Mobile phone networks are also strong, covering 90% of the
country geographically. There are two active providers — Telekom Serbia’s MTS (49% owned
by government) and Telenor (owned by Norway’s telecommunications group) — plus a new
entry, Mobilkom, the Austrian mobile operator. Reflecting this competitive situation, all of the
providers are planning further infrastructure investments that will enable broadband services.

2.2.2 Infrastructure Weaknesses

Poor broadband access. Thus far, broadband expansion has been extremely limited, and most
Internet users have only dial-up connections, which are slow and cumbersome enough to deter
most Internet uses. ADSL adoption has been meager (approximately 1% of users), and cable
companies serve a very small proportion (4.7%) of Internet users.? In addition, the country —

23 Report 2- Country Comparative Report. Cullen. Assuming that the average family size is three, and that most fixed line users are households and businesses rather than
individuals, this rate implies that almost all households have a fixed line phone. Note that the CIA factbook differs, reporting that: “teledensity remains below the average for
neighboring states.”

24 The price of domestic calls is actually lower than cost, according to the Cullen Report. Serbia has extremely low prices for both businesses (4%-5% of the EU average) and
households.

25 Report 2- Country Comparative Report. Cullen. Cullen report notes that cable companies are operating without a licenses and accurate data on Internet subscriptions is not

available; they estimate a couple of thousand. However, a representative of Telekom Serbia set the estimate much higher: about 50,000. 4, 7 % of the urban internet users, use
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particularly Belgrade — has a very high proportion of party lines that severely hamper Internet
access.” Not surprisingly, the problems in infrastructure quality and access are even more
evident in rural than urban areas. Broadband has been available primarily in larger cities, at
prices out of reach for most households and small and medium businesses.?

In part, the problem has been related to infrastructure. Digitalization of the fixed line network
was sorely needed in order to provide broadband, new value-added offerings and high quality
service. Serbia lagged behind most SEE countries in modernizing its telecommunications
network, which reportedly was only about 65%-75% digitalized as of a report in May 2006.%
The entire situation related to broadband is about to change, however, according to a
representative of Telekom Serbia. TS is poised to make ADSL available throughout the country.
(See Section 111.A.3 Infrastructure Opportunities.)

Limited wireless broadband. Surprisingly, wireless broadband has not filled the gap as it has in
many other countries. One estimate is that only 7% of Internet subscribers use wireless, mostly
businesses in urban areas. Thus, wireless technology that has made it possible to expand access
and drive down prices in other countries has not been widely utilized in Serbia. There are a
number of contributing factors. Telekom Serbia appears to be positioned to control the licensed
spectrum used for WiMAX (wide area wireless networks).? In addition, ISPs in Serbia are quite
sophisticated, and competition among ISPs is intense. They recognize that wireless networks
(WIMAX/WiFi) cannot compete with ADSL in quality, speed, and reliability. Furthermore,
given the installed base of fiber landlines throughout much of Serbia, it is more expensive to
create a new wireless network than to provide ADSL-based broadband in most areas — an
expense not warranted on a business basis unless VOIP is legalized.* Finally, almost all ISPs
rely in one way or another on the TS link to the international Internet and to landline telephones.
Nonetheless, a few of Serbia’s ISP’s are providing wireless networks for businesses between
branch locations and in a few, small geographic areas where this makes good business sense.
These ISP’s are capable of using wireless approaches when they are permitted to do so and
would likely expand their usage considerably if they were permitted to offer numerated VOIP
services with fairly priced interconnectivity to voice networks.

2.2.3 Infrastructure Opportunities

Major broadband expansion. A representative of Telekom Serbia reported that, due to major
investments during the past few years, the company’s backbone is now 90% digitized, and that
some cities, e.g., Novi Sad, are 100% digitized, while Belgrade remains only 70-75% digitized.
According to TS, the result will be widespread access to broadband, via ADSL, by the end of

cable internet service. Cable TV is available on more than 90 percent of the territory of Belgrade and in parts of Pozarevac, Sabac, Valjevo, Novi Sad, Sombor, Kikinda,
Kragujevac, Kraljevo, Cacak, Nis and Leskovac. However, the cable networks would have to be upgraded to offer Internet.

26 According to Report 2- Country Comparative Report, Cullen Report, Serbia has about 480,000 party lines (about 4% of total lines and 15% of analog lines), more than any
other SEE country except Bulgaria. Most of the party lines are in the larger cities.

27 National Case Report: Serbia. Vladimir Radunovic

28 According to Report 2- Country Comparative Report, Cullen Report, only Bulgaria and Kosovo have a lower rate of digitization. Modernization was further hampered by war

damage.

29 Telekom Serbia also appears positioned to control the 3.5GHz spectrum band used for WiMAX. TS currently controls half the 3.5GHz spectrum, and the rest is to be tendered.
However, TS can also compete in the tender, and is likely going to “win” the other half.

30 Note that ISPs appear hopeful that VOIP will be legalized next year.
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2007: 80-90% of subscribers — and 100% in Belgrade — will have access to ADSL. According to
a TS representative, the company will introduce 100,000 new ADSL connections by March
2007, and another 200,000 by the end of 2007. Although most will be in Belgrade, Novi Sad and
Nis, ADSL will be offered in 30 cities. If prices are competitive — the TS representative expected
ADSL broadband prices to begin at 15 euros/month (which appears to be a very competitive
price) — widespread adoption of broadband may follow as existing users switch from dial-up
connections and new users are attracted to Internet services.

Willing and able competitors. If the policy and regulatory issues are resolved (see Section
11.C.), giving ISPs fair access to the digitized network and independent access to the international
Internet, a number of Internet Service Providers are able and eager to respond. Even now, they
are preparing to create their own links to the international Internet, once they are legally able to
do so. This vibrant and determined segment of the private sector opens valuable opportunities to
make the most of Serbia’s infrastructure.

Eventually, the strongest competitors to ADSL are likely to be cable operators. However, today
the cable industry is in disarray. Well-managed licensing arrangements and considerable
investment will be needed for cable to become a viable competitor to TS’s ADSL network.

Broadband via mobile phones. Another opportunity lies in mobile telephony. Mobile
companies cover about 90% of the country geographically and mobile 3G services may spread
quickly throughout Serbia if RATEL rules that ISPs can offer VOIP services and prices are
attractive. Under such a scenario, demand for Internet may skyrocket as people use 3G to access
the Internet and make good quality VOIP phone calls, as well as utilizing the other features of
broadband access.

2.2.4 Infrastructure Threats

Telekom Serbia becomes further entrenched. There is a very real threat that TS will further
tighten its grip on the market. Currently, only two providers in the country have independent
links to the international Internet and a distribution backbone: Telekom Serbia and VeratNet. The
latter has a wireless link with more limited capacity, and has been unable to get a license to
upgrade or expand its wireless links to the international Internet. One additional ISP, YUBC,
reported having a permit to cross the border with fiber — the only company with such a permit
other than TS — and the company has signed a letter of intent to cooperate with telecom
companies in Hungary and Croatia.

In effect, virtually all users, including ISPs offering cable and wireless access, must rely on the
TS network to reach the international Internet, including the ISP that has a wireless link to the
international Internet. Businesses that require reliable, high speed Internet access often utilize
both providers, to gain the protection of redundancy.

Furthermore, TS is about to roll out ADSL services throughout the country, providing broadband
at levels of service and with a pricing structure that will be difficult to beat. TS has also made a
strategic decision to enter the retail side of Internet Service Provision. Previously, TS sold only
wholesale services, offering leased lines to ISPs at a discount that enabled them to resell access
to retail customers (including businesses and residences). If TS offers competitive retail prices to
very large customers, it will eliminate other ISPs’ opportunity to serve those lucrative market
segments. Thus, by entering the retail market, TS threatens to eliminate most of the Internet
service competition.
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Thus, although competition in the mobile market will continue to be strong, and cable companies
are likely to find ways to compete (although they, too, cited limitations set by TS), the Internet
Service Providers (ISPs) may find themselves with very constricted opportunities as TS begins to
offer retail Internet services. Thus, the currently thriving and competitive ISP industry might
become highly consolidated. This threat is particularly disturbing because Telekom Serbia has
wielded its power to ensure that no other provider could compete effectively with its monopoly
position. Other firms report tactics such as cut lines, threats to cut advertising, service reduction,
jamming devices on leased lines, etc., if competitors criticize or cross TS. As a result, none are
willing to go up against TS.

2.3 ICT INDUSTRY

Overview

Despite the constraints they face, Serbia’s ISPs demonstrate the epitome of vibrant competition.
More than 50 ISPs vie for customers, and several ISPs are ready and willing to compete
vigorously with Telekom Serbia. Two have already taken steps to develop infrastructure linking
to the international Internet independent of Telekom Serbia. Although most of the ISPs are in
Belgrade, many also serve other, even non-urban, areas. Meanwhile, mobile companies may join
the fray, offering mobile broadband services. Cable companies and mobile phone operators are
also positioning to go up against Telekom Serbia in the broadband market. Hence, with the right
regulatory environment, along with these recent infrastructure advances, competition and
customer demand for the Internet and other ICT services could skyrocket in Serbia.

Perhaps the most impressive news comes from Serbia’s software development industry. These
small but thriving companies have taken advantage of their technical prowess, English language
facility, and proximity to and common culture with the EU, to begin to carve out a high value-
added niche in the European market. The presence of major international ICT corporations has
helped, many engaged in partnering with local firms and thus providing them with experience
and a growing market. The strong demand for e-government applications also helps drive the
industry’s growth. With the

. ICT Indust

right support, these local neustry

companies could develop ICT [Strengths Weaknesses

applications for non-ICT » Strong software * Inadequate management
. . . development sector skills

industries tha_t will g_enerate * International corporate » Small companies

proad economic expansion and presence « Workforce limitations
job growth. « The wrong branding

Yet it i? not appropriate to_be Opportunities Threats

too optimistic. These Serbian * Increased competitiveness | < Brain drain

companies have marked needs. in European markets * Poor business-education
They must develop stronger * International corporate links and education inertia
management, sales and presence

marketing skills. Educational institutions must link more closely with the private sector, in order
to respond to workforce needs, e.g., provide students with more practical experience. They also
need to incorporate ICT into non-technical fields. The problem bedeviling other developing
markets — brain drain — is a serious threat to the industry’s future. Finally, the country needs
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more “good press” to to attract investment and counter internationally held stereotypes rooted in
the Milosevic era.

The following sub-sections provide the SWOT analysis of the ICT industry in detail.

2.3.1 ICT Industry Strengths

Statistics on the number of ICT companies differ. As of 2004, there were 2,000 ICT companies
in Serbia, of which 1,100 were involved in software development. The majority of these
companies are in Belgrade, Nis and Vojvodina. With an annual growth rate of 18%, the
estimated number of companies today is almost 2,800.%

Competitive mobile industry. The ICT industry segment that provides communications and
Internet access has a number of strengths. The mobile phone market is far more competitive than
fixed line telephony. The two current mobile competitors, MTS and Telenor, have achieved 73%
penetration of the population between them. Reflecting this competitive situation, new services
are expanding rapidly and mobile phone pricing structures are quite competitive.* At the end of
2005, Telenor had a 45% market share (about 2.5 million subscribers), while MTS held the
balance, 65% of the market (approximately 3.8 million subscribers).** The mobile phone
companies are moving to offer new services, such as 3G with broadband services (ability to surf
the Web as well as receive email). MTS will be the first, with a pilot involving 100,000
subscribers (in Belgrade, Novi Sad and Nis), but will be followed quickly by the other providers.

Competitive ISP sector. Also in contrast to the telecommunications industry, Internet Service
Providers (ISPs) operate in an active, open, competitive market. At last count, there were 53 ISPs
serving the country, of which five are of very significant size. Most ISPs are small companies
that resell access to the networks of larger ISPs. Two ISPs, VeratNet and YUBC, have been
taking steps to develop infrastructure independent of Telekom Serbia. VeratNet is the only
provider with an independent link to the international Internet. YUBC has a permit to lay its own
fiber optic network across Serbia’s international borders. Such a backbone would be the first to
compete with that of Telecom Serbia,

without the limitations of wireless | Industry example: With 200 employees, Saga is the
technology. largest system integrator in Serbia, and third among
ICT companies in revenue. The company focuses on 5
The cable industry offers another industries: telecom, financial institutions, large
interesting alternative. There are multiple || manufacturing, oil, and government. It partners with
providers, with 29 TV cable operators, a Serbia-based branches of international vendors to

. : provide a wide range of services, including customer
number of which provide cable Internet relationship management s/w, networking, software

access. T_he cable ind_U_Stry can prOVid_e development, consulting, and customizing packages to
strong, viable competition to ADSL if || the Serbian context.

companies upgrade their systems and
become better organized. SBB is the major cable company, and it has bought and upgraded
smaller companies over the past few years.

31 ICT in Serbia, powerpoint presentation, Serbia Chamber of Commerce. www.elitex.in/paper2005/radmila.ppt. GTZ reports that there are 600 ICT companies, of which 300 are
software developers; however they appear to be working with a selected group of the ICT software developer segment.
32 Costs of mobile to fixed termination are somewhat higher than other SEE countries, perhaps reflecting higher termination charges by Telekom Serbia.

33 Note that figures on market share were not consistent across reports. Some reported that
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Strong software development sector. Serbia’s software development sector demonstrates major
strengths. First, IT companies offer skills and characteristics that provide them with a
competitive advantage in the European market, e.g., pervasive English language skills and a
culture that has much in common with companies in EU markets. Second, a number of local ICT
companies offer very strong technical skills that have attracted partnerships with international
firms and won them a place in relatively high value-added niches. Importantly, local companies
are building a reputation in specific competencies, e.g., financial software. Most of these
companies are concentrated in Belgrade and in the other major urban areas, Novi Sad and Nis.

International corporate presence. Another strength is the presence of leading international ICT
companies, e.g., IBM, Microsoft, Oracle, etc. These firms have involved local companies in
software development efforts that strengthen the local companies’ capability, and these activities
are beginning to brand Serbia as a valuable source of software development talent. Microsoft,
for example, has located and is now expanding its development center in Serbia, reporting that
the calibre of the software developers found in Serbia — selected in a rigorous and very
competitive process — measures up to international standards. Microsoft has such development
centers in only four locations outside of its headquarters in the US, so this is significant sign of
the strength of Serbia’s IT sector.

2.3.2

Inadequate management skills. Although Serbia’s applications development ICT segment has
valuable strengths, there are critical weaknesses throughout the ICT industry, primarily in the
areas of management, sales and marketing skills. These shortcomings hinder the companies’
ability to grow and to compete in international markets. The companies themselves have
recognized their limitations, and are eager for training in these areas to improve their capacity.*

ICT Industry Weaknesses

Small companies. Many opportunities in
the international market require a sizable
workforce in order to deliver large,
complex jobs. Although there are a

The software development company, Arhel, provides
a good example of a strong, but small, Serbian ICT
firm. This eight-person firm has clients in Italy, the
Netherlands, and elsewhere in the EU. They work on
both open source and proprietary programs,

number of extremely skilled Serbian IT
companies, most are very small — under
25 staff — limiting their ability to attract
international contracts. Although some are
thriving in niche markets, prospects for
the IT industry will be limited unless these
companies can either grow considerably
and quickly or collaborate in systematic,

including interactive websites, e-commerce
solutions, and cutting edge interactive media
applications. They also view Government of Serbia
investments in e-government programs as an
important opportunity. For them, a major challenge is
pursuing opportunities in the larger international
market, without contacts and sufficient staff for
extensive marketing.

reliable ways to become a “virtual” firm when the demand warrants it, while operating as
independent smaller firms when demand slows.*

34 See IFC Report, Investing in Serbia's Internet and IT sector: Challenges and Opportunities, Public Report, 2004. They cite companies’ strong interest in receiving training.

35 . . . . . . . . .
The “Virtual Business Incubator” developed with USAID funding and cooperation with regional partners, www.virtualmarketopener.com, represents a potential
means for Serbian IT companies and experts to gain entry to international markets.
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Workforce limitations. IT industry growth is also constrained by the educational and workforce
development systems. University technical education programs have some outstanding faculty
and curricula that provide students with a strong foundation in the theoretical aspects of their
technical fields. However, they generally do not provide the practical experience students need to
be productive workers, especially in relatively demanding higher technology fields, or to offer
the management skills that companies seek. Although the universities have some initiatives to
link with the business sector, all the businesses with which the team met reported that stronger
ties between universities and business were needed, and that graduates lacked skills required for
them to be immediately productive. It was also striking that none of the companies interviewed
were involved — or knew of other companies being involved — in any type of internship
programs.

The wrong branding. A number of ICT companies identified problems with Serbia’s
“branding” as major obstacles to competitiveness in world markets. Too often, they explained,
potential customers’ knowledge of Serbia is limited to negative images stemming from the
Milosevic era. The country has little visibility as an ICT development resource.

2.3.3 ICT Industry Opportunities

Build on outstanding firms. Serbia’s small core of highly skilled and experienced IT
applications development companies can provide opportunities for growth, helping to brand
Serbia as an attractive place for foreign investment, as well as providing models for other IT
firms in the country. Most of these firms are working with proprietary software, often on
customers’ platforms. Major areas of strength for Serbian companies are financial services
applications and industrial applications/process control.*® Serbia is beginning to develop positive
branding in these areas.

Pursue open-source software development. The most fertile opportunities for growth of
Serbian ICT companies may lie in areas that are not strong among competitors such as Indian
firms. One such area is development of open source software.*” Use of open source software
appears to be steadily expanding among individuals and companies in Serbia, and growth is
likely to continue as the government enforces laws on software piracy and copyrights. Although
such crackdowns can be painful to those using pirated software, they can ultimately have a very
positive impact, as local software companies gain confidence that their work will be protected,
and as local demand for open source software grows, within and outside Serbia. The
international market for skills in working with open source software is also growing. Another
potential area is software to support supply chain management (proprietary or open source) and
value-added services to customers. Again, demand is growing and typical competitors, such as
Indian firms, are not very active in this niche.

Take advantage of e-Government opportunities. A third area of opportunity is development of
e-government applications. The Government of Serbia is a large market, with the National
Investment Plan earmarking over 40mm euros for e-government applications. Serbian companies

36 OECD Report “An Overview of the Information & Communications Technology Sector in Serbia” (2004)
37 Although open source software is open to change by others, there are proven business models for IT firms to compete and grow even though the code developed is usable by

others. For example, IBM has a large team in the US dedicated to testing changes to open source software used by clients to ensure it meets clients’ security requirements.
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have developed innovative applications and can build branding in e-government capacity,
especially as they gain experience through the activities developed under the NIP.

Partner with international firms. The international ICT companies that have already located in
Serbia offer other important opportunities. They appear to be eager to partner with Serbian firms,
finding Serbian software developers to be skilled and comparatively lower cost than those in
other countries in the region. As mentioned above, Microsoft has established a major software
development center in Serbia, one of five in the world. By providing a “domestic” demand for
high quality, sophisticated technical skills, these international firms help to build local IT
companies’ capacity and strengthen their ability to compete in international markets.

Strengthen business-education links. With the right support and willingness to innovate, the
leading university technical programs also can contribute to strengthening the country’s ICT
industry. Most important is strengthening the links to the business community. In addition, there
are private universities, e.g., Singidunum University, that are positioning themselves to build a
broader workforce of individuals able to use ICT effectively in non-ICT positions. International
companies can be valuable partners in this effort. They have an incentive to support stronger
technical education systems and build the capacity of local software development firms. By
partnering with the international ICT companies, donors and public sector institutions can gain
powerful resources, including business network links with the international market and options
for providing ICT companies and university students with sophisticated hands-on experience.
For example, the University of Belgrade’s Mihajlo Pupin Institute offers an opportunity to attract
major ICT companies as partners in innovative technology development that provides students
with hands-on experience.

2.3.4 ICT Industry Threats

Brain drain. The ICT industry faces some serious threats. Perhaps the most immediate and
dangerous are those related to workforce development. One is “brain drain,” loss of talented
technology professionals who can make significantly higher incomes in Europe or the US. Up to
80% of those with strong software skills have left the country during the past decade, going
mainly to USA, Canada and Australia. The current “pull” from higher wages may prove even
more devastating to the development of the ICT industry than was the previous “push” from the
war.

Education inertia. Another workforce-related threat involves university and secondary
education that fails to provide students with strong skills. Although the top technical university
programs endeavor to keep their technical courses current, not all universities are able to do so.
An even broader threat comes from the fact the other university faculties appear to resist
integrating ICT into their programs. As a result, graduates of non-ICT programs lack skills,
experience, and confidence in using ICT effectively at work. The situation for secondary schools
is worse. All too often these schools resist changes in curricula that would make education more
responsive to business needs. Even programs that aim to teach skills on modern equipment often
lack sufficient expertise among faculty. Some private university programs are endeavoring to
build ICT skills among students in non-technical programs. However, they also have limited
resources. Internships for either university or secondary school students appear to be extremely
rare.
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24 THE COMMERCIAL, GOVERNMENT AND CIVIL SOCIETY
MARKET FOR ICT

Overview

Serbia’s market for ICT is at a crossroads. The track record is, by and large, disquieting. A weak
infrastructure has smothered overall demand for the Internet. A mere quarter of the population
uses the Internet in any way. The percentages are even worse among the traditionally
underserved, e.g., rural areas, women, the poor. Serbian businesses, struggling to survive, lack
the financial wherewithal, knowledge and skill to adopt the ICTs they need to compete in higher
value-added sectors. Most NGOs have computers but not the ability to use them strategically to
support their goals. ICT companies confront the challenge of being late-comers to the
international market.

The situation would be bleak were it not for some key shifts and an underlying market strength
thus far latent rather than realized. First, overall public demand for the Internet is rather
impressive, given the constraints users face: slow connections, low income levels, high
unemployment, not to mention residual effects of war devastation. The 24% Internet penetration
among the populace, 41% among households, matches some countries where access has been far
easier and more actively promoted. Although one survey of future Internet adoption delivered
disturbing results, another offers a quite optimistic forecast.

For Serbia’s software development industry, the future is promising. The EU offers a growing
and nearby market. Government ICT adoption is on the rise. NGOs are eager adopters, primarily
needing guidance in strategic applications. Better access to ICTs that improve competitiveness,
combined with a demonstration effect from a few early adopters, could drastically boost SMESs’
ICT adoption rates, fueling economic growth in a “virtuous cycle.” The prospects are particularly
favorable for certain major industries such as agriculture.

Thus, Serbia’s market for ICT appears to be at a brink...of either rapid ICT adoption and
innovative use or else stagnation,

deeper digital divide, and a Market for ICT

continuous game of “catch up.”

) ; . Strengths \Weaknesses
The direction taken will be « EU market potential « Slow connections
heavily influenced by whether * Large e-government market | « Low public demand
and when some key actions are | ° Relatively strong NGO * Limited SME financial
demand resources

taken: opening up a more

.. e Lack of awareness of ICT
competitive  telecom  market;

strategic benefits

providing strategic assistance to « Late-comer status in the
give SMEs affordable access to international market
ICTs with demonstrable bottom- — —
. ) . pportunities reats
line results; strengthening key  |"['syateqic ICT use among « Monopoly entrenchment
and non-ICT companies, with | °Marketfor e-government market
. . * Public responsiveness .
better linkage of the business « National Investment Plan * Stagnating market could
needs and educational curricula; | * FDI promotional activities g'.sc.t‘)‘f?g%'ﬂ ”;(‘j’eStme”t
i ’ « ICT contributions across  Digital divide could grow
t_axpandl.ng NGOs knOWIedg? of development activities
innovative ICT practices
worldwide.
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The following sub-sections provide the SWOT analysis of the ICT market in detail.

2.4.1 The Market for ICT - Strengths

EU market potential. A major strength enjoyed by the Serbian ICT software development
segment is close proximity to the EU’s large market. Indeed, “near-sourcing” — obtaining
contracts that depend on geographical proximity, in Serbia’s case the EU — is already growing.
This phenomenon has two major benefits. First, of course, it helps generate growth in the ICT
industry, providing a lucrative and expanding market for ICT products and services. Secondly, it
provides Serbian ICT companies with the experience of working in a demanding and
sophisticated environment, which strengthens their skills, not only in technical areas but also in
management, sales and marketing. These young companies get the opportunity both to learn how
to respond to a demanding customer and to observe skilled project management, marketing and
sales operations. They can apply these experiences to other forays into the international market,
as well as to introducing and delivering ICT services to Serbian businesses.

Large e-government market. As in many developing or emerging market countries, the Serbian
government is a major customer for ICT products and services and a driver of growth in the ICT

market. The GOS is clearly
interested in adopting ICT solutions,
and the National Investment Plan
identifies a number of e-government
applications that the GOS intends to
adopt, including linkages to local-
level institutions. With an NIP
budget of over 50mm euros for ICT-
related activities, the GOS demand

The municipality of Indjija <www.indjija.net>, led by an
innovative mayor, has made impressive progress toward
its goals of providing valuable e-government services,
attracting business investment, closing the local digital
divide and increasing e-literacy. ICT staff have networked
all town institutions, including schools, and ultimately plan
to provide wireless Internet access throughout Indjija. Their
online service provides citizens with access to personal
documents, licenses, and other information. Most of the
expenses were covered by municipal government funds,

for e-government applications is a with1% of tax collections dedicated to the initiative.

major strength. Indjija's government has also adopted a system developed

in Belgrade that allows payment for parking by mobile
phone. Results: costs cut by 15%; parking revenues
increased by a factor of 10.

At the local level, there appears to
be growing interest among
municipalities in  adopting e-
government applications that can
improve services to citizens. The municipality of Indjija is a highly publicized example. It has
created a one-stop-shop service center that citizens can call, email or visit to request information
on virtually any aspect of the local government and be served by staff using computers to obtain
information and respond to these requests. Associated with the one-stop-shop is a website which
provides information and a means for submitting requests for information or help. More than 50
other municipalities have adopted one or more components of the e-government application,
which was developed by a local software company in collaboration with Indjija officials.

Relatively strong NGO demand. Serbia appears to enjoy relatively high Internet penetration
among NGOs: in 2001, 60% of NGOs had email and 14% had websites, a higher percentage than
most other countries in the region.®® Most NGOs use computers, and email appears to be

38 The Use of Information and Communication Technologies by Non-Governmental Organizations in Southeast Europe: A Joint Study by the Southeast Europe Initiative of
OneWorld International and

the Information Program of the Open Society Institute, 2001
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widespread.* However, the use of websites (often motivated by the desire to attract international
donor attention), appears to be rather limited, designed primarily to provide information on the
NGQO’s activities. Although the NGO market for ICT is small relative to commercial demand, it
is important both to integrating ICT use in civil society and to helping expand the public’s
awareness of the value of ICT.

Some NGOs, however, go beyond routine uses of ICT, using more advanced tools, e.g., Web
fora, chat rooms, participants’ blogs, instant messaging, voice over IP services, etc. In these
cases, ICT serves a very specific target group, persons involved in the NGO’s activities. Thus,
although these applications help the NGO to conduct its activities and to engage its target group
of involved individuals, they are generally not used to reach out to the broader public.

In addition, there are some quite
sophisticated uses of the Internet. For The Center for Free Election and Democracy (CESID)
example, the Center for Research of <http://www.cesid.org/eng/index.jsp> makes innovative

. . use of a widespread and relatively simple technology:
Information Technologies, Belgrade text messaging. Using SMS, CESID helps thwart

Open School (CePIT)* has conducted || election fraud by reporting local election results
more that 15 e-learning courses on | immediately after votes are counted. The staff also use

various topics (e.g., democracy, peace, || the Web to conduct surveys on public policy issues and
reconciliation, gender, etc.) over the dlstrlbute_results. Their use of ICT threatens certain

. powerful interests. For example, they have endeavored
pas_t . few years. It al§0 prOVId(:)S to develop a single voter database, and were promised
training to other NGOs interested in || funding for this from a donor — but were unable to obtain
conducting  e-learning  programs, | government approval to implement it.

thereby expanding capability and
impact of the NGO community.

The NGO Jednake Mogu¢nosti (Equal
Opportunities)* is establishing a digital “Gender library” containing publications related to
gender issues, NGOs active in the area, experts, relevant legislation. Creating such a library that
is user-friendly is a challenging task. If well designed, it can make an important contribution to
the field, and particularly those working on gender rights in Serbia.

This NGO has also been innovative in offering
commercial services, e.g., surveys, via a for-profit arm.

Women at Work seeks to improve women'’s access to jobs, Yet another e?(amp_le is the_ NGO
especially those traditionally dominated by men. For them, ICT SEEcult, which is creating a
is crucial and they work actively to expand ICT capability regional information network

among women’s organizations_ ip Serbia. Activyities have . and online database in the field
included free software and training for women’s NGOs, e.g., in .

web development, content management and audio-for-Web. of culture and _art In SOUt_h Ea_St
They also use open source (OS) applications, receiving Europe, featuring a multimedia
support from OS experts who volunteer. regional portal.”? It provides
photos, notifications of cultural
events, and information on culture and art in Serbia. Not only is this a valuable use of the Web
for dissemination of information that would be difficult to share otherwise, it provides a positive
depiction of Serbia both within and outside the country.

39 The Use of Information and Communication Technologies by Non-Governmental Organizations in Southeast Europe.

40 http://www.bos.org.yu/cepit/
41 http://www.e-jednakost.org.yu/eindex.html
42 SEEcult.org
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2.4.2 The Market for ICT — Weaknesses

Obsolete technology. ICT access in virtually all sectors has been limited by obsolete
technology, e.g., dial-up Internet access. Clearly these infrastructure constraints are a major
weakness. However, if they are reduced — through TS’s new ADSL network and/or RATEL’s
opening of the market — other weaknesses will become even more salient.

Low public demand. Access to and demand for ICT is weak among the general populace. A
major factor is income level. In a country where the average income is less than $500/month,
people find it difficult to buy computers and pay for Internet access beyond dial-up (which is
only marginally more expensive than telephony alone).** The data are sobering. A recent survey
revealed that only 41% of households have a computer*® and approximately 24% of the
population uses the Internet.*> Per capita spending on IT is approximately $43, lower than in
Croatia ($49) and far lower than Slovenia ($292).* Computer equipment sales dropped 25% in
2005.% According to the Global Information Technology Report for 2005-2006, Serbia ranked
80th out of 115 countries in the “network readiness” index, which measures “the degree of
preparation of a nation or community to participate in and benefit from ICT developments,”
slightly lower than the previous year.*®

Conditions are even worse for certain segments of the population — often those served by NGOs.
Although target groups for NGO activities vary widely in their access to and use of ICT, and
some are quite ICT savvy (see Section IV.A.), most of those served by NGOs have very limited
access to and awareness of ICT benefits. This situation constrains NGOs’ ability to use the
Internet to serve their target groups. For example, ICT access and use in rural areas is minimal
(see Section IV.D. ICT Market — Threats). NGOs serving women report that there is a low level
of ICT access and use among woman and girls.

Limited SME fmanc_'al ICT adoption has a significant positive impact on agricultural
resources. SMEs are the engine | productivity and exports (Lio, ICT and Agricultural

for growth in most emerging || Productivity). Adoption of modern industrial inputs in
market countries, including Serbia. agricultural production relies on a modern ICT infrastructure.

Yet non-ICT companies in Serbia Compliance with EU and US import regulations, e.g.,
have very low rates of strategic EurepGAP, requires effective use of ICT. Yet a recent study

found that the food processing industry in Serbia is largely
ICT use. Although many small and || uninformed about international practices, especially EU
medium  companies own a legislation (IFC, Six-Month Progress Report).

computer, most lack the resources
to adopt key ICT innovations that could enable them to become more competitive. The problem
is particularly serious because many of the technologies that SMEs must adopt to be competitive
in international markets are far more expensive than most individual SMEs can afford. If non-

43 TS estimates that people will allocate 5%-10% of their incomes to ALL telecommunications/ICT expenditures.

44 CePIT, Centre for Research of Information Technologies, Belgrade Open School, Internet penetration in Serbia 2006.

It can also help to put these data into context. Rates of adoption are higher in the region, as well as the lower-income EU countries. In Croatia, almost 56% of households have
computer;44 in Bulgaria, 40% of households with children have a computer44 and 59% of students in 11th grade have PCs at home. In the EU, the lowest PC penetration rates are
in Greece (33%) and Portugal (34%). http://ec.europa.eu/public_opinion/archives/ebs/ebs_249_sum_en.pdf

45 The CePIT 2006 survey found that 24% of the population uses the Internet. A CESID study for the Telecom Serbia at the end of 2005 found that 13% of the population uses the
Internet http://www.elisa-project.net/statistics.php?language=en&country=Serbia

46 Global Information Technology Report for 2005-2006

47 The decline has been attributed to the introduction of Value Added Tax on computers.

48 Global Information Technology Report http://www.weforum.org/en/initiatives/gcp/Global%20Information%20Technology%20Report/index.htm
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ICT companies do not have a way to gain access to these strategic technologies, the impact will
be a lower rate of economic growth.

Lack of awareness of ICT strategic benefits. Non-ICT SMEs lack not only the financial
resources but also the knowledge they need to adopt ICT applications that will significantly
improve their competitiveness. They use computers primarily as word processors or for financial
administration. They have a dearth of information about requirements to compete in international
markets that rely on ICT. They also have limited or no access to resources that could help them
adopt and utilize strategic technologies. Consider the findings of a recent study: only 7% of
Serbian firms were knowledgeable about international standards and technical regulations related
to their industries, while 53% were partially informed and 30% completely uninformed.*

NGOs face similar difficulties. Although they often have a computer, most use ICT in relatively
limited ways, e.g., for email and for websites providing information on the NGO. They lack
access to information about strategic ways to use modern ICT to achieve their goals. Moreover,
their target groups generally have limited ability to benefit from the ICT applications the NGOs
do use.

Unfortunately, the media provided little support for raising public awareness of the benefits of
ICT. According to a recent survey, almost 40% of the population has no intention of using the
Internet in the future.® Furthermore, there is a lack of local content in Serbian. Although media
such as B92* provide news, sports, and entertainment attractive to the local population, they
primarily serve urban individuals in their 20’s and 30’s, in higher income brackets. They do not
endeavor to popularize understanding among the broader population of the ways in which ICT
can improve education, work, government and social services.

Serbia is a latecomer to the international market. Serbia’s ICT industry faces a major
challenge in being late to enter the international market as a recognized source of high end skills.
Other countries in the region have already gained a reputation for ICT skills, and have taken the
initiative to expand broadband access. As wages in Serbia are higher than in some competitor
countries, e.g., Ukraine and India, it is particularly important for the international market to
become familiar with the skills Serbia has to offer. Experience from other countries, such as
India, demonstrate that it takes time for companies in developing countries to build a reputation
among international firms, especially if they seek to compete on the basis of high value-added
skills rather than cost. Serbia needs to move more quickly to establish those relationships. This is
especially important for Serbia as potential international customers too often associate the
country with war rather than with advanced ICT skills.

49 Six-Month Progress Report: International Standards and Technical Regulations Projects; Reported to Royal Norwegian Ministry of Foreign Affairs. Private Enterprise
Partnership Southeast Europe, International Finance Corporation, World Bank Group. June 30, 2006

50 Data from CePIT survey: they report that about 24% of the population uses the Internet, and over half of non-users do not intend to use the Internet in the future.

51 B92 is, in essence, and not-for-profit organization. Formally entitled B92 Trust, it is a limited liability managing company owned by executives, editors, and founders of the
Company. Under the B92 Trust's statutory provisions, the owners of the B92 Trust are not permitted to sell or transfer their shares in the B92 Trust, nor to receive any profit or
dividend from B92 on the basis of their equity in the B92 Trust. One additional owner is Share Fund, a state-owned financial agency that owns only 7 shares and exercises its

voting rights just as the other shareholders.
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2.4.3 The Market for ICT — Opportunities

Strategic ICT use among SMEs. For some non-ICT industries in Serbia, there are opportunities
to reap huge benefits from strategic use of ICT. Agriculture is a good example. In order to export
to the EU or US, certain types of ICT applications are increasingly essential for agricultural
producers, while other applications can provide a competitive edge. For example, ICT-enabled
logistics management systems may help Serbian firms compete better, especially given Serbia’s
location on major international land transport routes. Another example of an ICT-enabled
application for Serbian agriculture SME’s is one that meets the EU’s food traceability
requirements. This, in turn, would allow SME’s to take full advantage of this substantial data-
gathering task to improve their management in order to meet customer delivery and quality
requirements. There is an enormous opportunity to increase Serbian SME competitiveness
through improving companies’ understanding of the advantages that strategic ICT applications
can provide for compliance with international practice and EU and US legislation, and providing
those companies with access to facilities that offer those “strategic applications” when they are
too expensive for individual SMEs to acquire on their own.*

Market for e-government. The GOS’s commitment to expand e-government activities at the
national level provides major opportunities for the ICT industry. This level of demand can propel
the industry forward, and can be even more powerful if it includes development of e-government
applications that can be marketed in other countries. Some applications will provide other
benefits to the economy at large. Take the proposed e-procurement application planned for
development with GOS funding, in an effort to increase the efficiency and transparency of
government procurement. This will be initiated through a tender, which may result in selection of
a large international firm, or local experts, or some combination of the two. Either alternative has
advantages: the former will engage local firms and experts who will gain valuable experience;
the latter will provide local firms with a valuable track record (if implementation is successful).

Many municipal governments are also becoming prime customers for ICT solutions that help
them improve services to citizens. Indjija’s public administrators report that many municipal
governments are adopting software similar to the application they are using. E-government
adoption at the local level not only stimulates growth of local ICT companies but also provides
citizens with exposure to using ICT, which can have multiplier effects. As citizens have a
positive experience in using e-government applications, they may transfer that experience to
using other types of ICT applications.

Public responsiveness. Although ICT use is weak (see Section 1V.B), and the market for ICT
could stagnate (see Section IV. D), there is considerable room for optimism. Given the
constraints they face, Serbians’ rate of Internet use (24%) and the 35% increase in Internet
penetration in 2005, are encouraging. ** Furthermore, according to one study, 68% of Internet
non-users reported that they planned to use the Internet in the near future.> (Note, however, that

52 Six-Month Progress Report: International Standards and Technical Regulations Projects; Reported to Royal Norwegian Ministry of Foreign Affairs. Private Enterprise
Partnership Southeast Europe, International Finance Corporation, World Bank Group. June 30, 2006

53 Note that Macedonia, which has received strong support for the supply side of ICT, only has overall penetration rates (27%) slightly higher than Serbia (24%), where the market
has been seriously constrained.

54 National Case Report: Serbia. VIadimir Radunovic.
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this statistic contradicts one from the CePIT study, in which more than half of non-users claimed
they did not plan to use the Internet in the future)®

These statistics suggest that the key opportunity for Serbia lies in demand side stimulus (in
contrast to countries like Macedonia, which had supply-side constraints). Actions that stimulate
ICT demand could create a *“virtuous cycle” in which citizens increase their use of ICT, which
generates further incentives for governments and businesses to adopt ICT applications, and thus
for RATEL to improve the regulatory environment, which could then generate new FDI and
export opportunities.

National Investment Plan. Although some of the initial ICT-related proposals submitted for
National Investment Plan funding were not well conceived (e.g., planning to buy computers for
schools without providing teachers with training in integrating ICT into teaching and learning),
nonetheless, these major investments should provide key opportunities to increase the public’s
recognition of the value of ICT and to stimulate ICT industry development. For example, plans
to provide 30,000 computers to schools generated broad media attention (though the tender
subsequently failed). Such publicity could be leveraged to raise public awareness of the value of
ICT generally. It might also spur a variety of local public-private sector initiatives to help
schools take better advantage of the computers. The NIP investments cover a wide range of areas
and aim to improve conditions in all sectors. Like the e-government initiatives, the stimulus from
the NIP will provide an engine for growth in the ICT industry.

FDI promotional activities. Efforts to promote foreign direct investment (FDI) also provide
opportunities to improve the use of ICT among Serbia’s non-ICT companies, as well as to
stimulate growth in the ICT industry. For example, the Serbian Foreign Investors Council® has
identified improved ICT infrastructure as a key factor in attracting FDI. Pressures from business
can help to convince the government that it is time to liberalize the telecommunications industry.
A more competitive telecommunications environment could prove an asset that attracts
international firms.

In addition, efforts to promote foreign investment can help raise the visibility of Serbia’s ICT
industry, particularly in areas of special expertise, e.g., applications for financial institutions.
Serbia’s ICT industry will get the most out of these opportunities by focusing on areas where
there is less direct competition from lower-cost countries and where Serbia’s businesses and
public are ready to adopt innovative applications, e.g., using mobile phones to pay for parking.

NGO strategic ICT use. As mentioned, NGOs often obtain computers and are fully aware that
ICT is important and can provide value. What is missing for many NGOs is experience and
knowledge regarding specific, relevant uses of ICT, and especially awareness of creative,
effective applications being used elsewhere in the world. Today, NGOs in Serbia appear to
employ four major types of strategies for using ICT:

e Knowledge-sharing, awareness-raising: Using ICT to disseminate data or information
important to those working in the NGO’s area of concern, or to the public to promote a
social goal.

55 CePIT, Centre for Research of Information Technologies, Belgrade Open School,Internet penetration in Serbia 2006

56 http://www.fic.org.yu/
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Action-research: Using ICT to gather, process and analyze data, in order to promote a
social goal and/or improve the effectiveness and efficiency of the NGO’s and others’
efforts to pursue that goal.

Mobilization, advocacy, and networking: Using ICT to forge communications and
coordination links among NGOs dedicated to similar goals.

Capacity-building, training, education: Using ICT to develop skills and resources within
other NGOs dedicated to similar goals.

Yet there are valuable opportunities to use ICT more innovatively. Examples include:

Involve Remote Areas as Active Partners. Modern ICT can offer ground-breaking
opportunities to engage local communities in NGO efforts. For example, a social action
cum income-generation project could provide ICT to local women, in the form of
electronic devices (e.g., mobile phones) that can be used to generate income.*” As part of
their responsibility in the project, the women could use ICT to gather and transmit data
on a wide range of social action indicators. An adjunct to using ICT to involve remote
areas is the use of ICT to link remote areas to each other to increase cultural
understanding and help reduce seeds of conflict.

Global Alerts and Missing Persons. A global
"911" emergency number can give help to crime
— including trafficking — victims, and to rescuers
who identify or respond to them.

The Government of Serbia has
committed 3mm euros to establish a
network of 16 business incubators
across the country. They will partner
with a range of donors, e.g., the

Expand and enhance training and capacity-
building. Training and capacity-building are
needed for NGOs, health and social service
agencies, and others dealing with social services.
This is also essential to improve policy-makers'
understanding of social issues and effective steps
needed to address them. ICT can prove invaluable
for meeting a good deal of these training needs. A
range of technologies offers new opportunities to

Swiss, Austria, SIDA, Norway, each
of which will support at particular
incubator.

One donor sponsor of the incubator
network is interested in working with
USAID to create a service center
that helps incubators use ICT
strategically to strengthen and
expand their impact.

provide training even to isolated and rural areas.

ICT contribution across development activities. Although many donor activities aim to
support economic growth, strengthen democracy, and improve governance, most do not
incorporate strategic ICT-related efforts. There is an opportunity to improve the impact of donor
activities through leadership in strategic uses of ICT. For example, the Government of Serbia
will partner with several donors to establish a network of business incubators aimed at promoting
SME development. The program will utilize the experience of a Norway-supported incubator in
Nis, which provides space, production equipment, training and some financing to selected start-
up companies. Although the incubators will provide certain ICT services, they would have far
greater impact with strategic uses of ICT to achieve broad, significant improvements across
industries.

57 For example, the firm Voxiva provides cell phones in rural areas of some developing countries, and trains local individuals to use telephone keypads to gather and input data for

insurance agencies.
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2.4.4 The Market for ICT — Threats

De facto monopoly could become further entrenched. One looming threat for Serbia is that
the changes discussed above — opening telecommunications industry competition, expanding
broadband, increasing awareness of ICT benefits, strengthening ICT companies and linking
educational and business sectors — will not be adopted in a timely manner and the country will
fail to benefit from the innovative and market-responsive ICT use that flourishes in an open
market.

Stagnating market could discourage ICT investment. Another major threat is that a stagnating
market for ICT products and services will discourage international businesses from investing in
Serbia. The data reveal the danger. Although overall spending on information technology
increased by nearly 5%, all neighboring countries had considerably bigger increases in spending
on IT, e.g., Bulgaria 15 %, Croatia 10% and Slovenia 12%. It is disturbing to find that only 13%
of companies use the Internet as a source of information® and that only 25% of users use the
Internet at work. Nor does it bode well that younger people, aged 15-19, have lower rates of
Internet usage (26%) than do somewhat older individuals, aged 20-29 (with rates of 34%).%
Worse yet, a mere 12% of Internet users access the Internet at school and only 19% of high
school students report that they use the Internet at all.*® Perhaps of greatest concern is that nearly
half (47%) of Internet non-users reported that they have no need for the Internet® and more than
half of non-users (52.1%) do not intend to use the Internet in the future.®® (Note that the National
Case Report: Serbia provides a more optimistic picture, with more than 60% of users reporting
they plan to use the Internet in the near future.)

If these trends do not change significantly, Serbia will be trapped on the wrong side of the
international digital divide, constraining all aspects of development: economic, educational,
social progress. For example, although Serbia currently benefits from the presence of many
international firms, that advantage could be lost if the local market for ICT services fails to
develop, broadband access does not expand, and the portion of the workforce possessing modern
technical skills continues to be limited.

All of these factors are closely interwoven. Strong demand for ICT, high quality local skills, and
advanced infrastructure, all attract international investment, which further stimulates demand for
and development of ICT services, a skilled workforce and technological advancement. Lack of
these stimulants discourages investment, both foreign and domestic. Strong local ICT firms
basically want to stay in Serbia,* but if the technology environment does not improve and
domestic demand continues to be limited, these companies may decide to seek more
advantageous circumstances. Once that type of outward movement begins, it is very difficult to
reverse. Hence, if Serbia does not move quickly, other innovative SEE countries may leave

58 Six-Month Progress Report: International Standards and Technical Regulations Projects; Reported to Royal Norwegian Ministry of Foreign Affairs. Private Enterprise
Partnership Southeast Europe, International Finance Corporation, World Bank Group. June 30, 2006.

59 National Case Report: Serbia. Vladimir Radunovic, citing CePIT survey results

60 National Case Report: Serbia. Vladimir Radunovic, citing CePIT survey results

61 CePIT, Centre for Research of Information Technologies, Belgrade Open School,Internet penetration in Serbia 2006. Oddly, National Case Report: Serbia cites different results
from the CePIT study: 33% of nonusers explain they would use it if they had the computer, while another 20% say they do not know how to use it. About 18% state they are not
interested in Internet, 21% that they lack the time, while 20% state they can not afford it, and 7.23% of nonusers cite the inability to speak foreign language.

62 Data from CePIT survey.

63 All of the ICT firms with which the team met emphasized their interest in remaining in Serbia rather than moving to countries with higher pay rates.
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Serbia so far behind that it will be extremely difficult to catch up, especially in market segments
that are more value-added than body-shopping.

Digital divide could grow. Yet another threat is a growing digital divide within Serbia.** The
average rate of computer penetration is far higher in urban (51%) than in rural (28%) areas, and
higher in Belgrade (55%) than in Central Serbia (38%) and Vojvodina (36%). Low income
households fare worst: those with the average monthly income of 50 euros per member rarely
own a computer.® Similar disparities are evident in Internet use. Whereas 33% of individuals in
urban areas use the Internet, only 12% of those in rural areas do so0.%® The lowest rate of Internet
use (16%) is among households with monthly incomes of less than 50 euros per member.®” Most
(63%) I1SPs operate in Belgrade, while the remaining 37% serve other parts of the country.

There are gender disparities as well. Men access the Internet at considerably higher rates than do
women®: 31% and 17% respectively. A major obstacle for women is fear of using computers
and other modern ICTs. Without targeted efforts, women are likely to fall further behind,
especially those in rural areas.

64 Data drawn from a survey by the Centre for IT Research (CePIT) of Belgrade Open School, 2006

65 CePIT

66 Similarly, 43% of households in urban areas use the Internet, whereas only 19% of those in rural areas do so.

67 Internet Penetration in Serbia 2006. Press Material. CePIT of the Belgrade Open School, Masarikova. 2006.

68 These data come from the CePIT News release of survey results. Oddly, the National Case Report: Serbia by Vladimir Radunovic cites the CePIT survey results, but provides

different data: 55% men and 45% women use the Internet
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3.0 Recommendations

In the course of conducting the assessment, the team found a large number of areas in which
Serbia could benefit from greater use of ICT. Moreover, the team concluded that this is a critical
moment when Serbia is finally poised to “take off” in the ICT area, and strategic interventions
could spell the difference between success or stagnation. These recommendations focus on just a
few key ICT-related activities that USAID/Serbia could undertake to leverage its own and other
development programs in order to have a significant, measurable impact across all of the
Mission’s Strategic Objectives.®® The recommended activities have synergies with each other, so
would be most powerful if conducted as integral components of one overall program. However,
each of the activities described below — or any element of an activity -- could also have a major
impact as a component of a larger program that is already underway or in planning.

The team recommends the following four overarching components for Mission consideration:
A. Leverage planned government investments and donor assistance for ICT.

B. Support local efforts to improve the market environment for ICT development.

C. Support access to sector-specific high impact ICT applications that significantly improve
the competitiveness in an industry sector or the capacity of target NGOs.

D. Support access to high impact ICT applications that improve competitiveness across
sectors and across USAID Strategic Objectives.

3.1 LEVERAGE PLANNED GOVERNMENT INVESTMENTS

Leveraging other development efforts gives USAID an important and often cost-effective way to
make a significant contribution. The Government of Serbia’s National Investment Plan (NIP) is a
prime candidate, since it includes substantial ICT-related investments. There is an opportunity to
add value and contribute to the success of these initiatives by providing high-level technical
assistance during the substantive design, planning and implementation phases.” For example:

Network linking all government agencies — The GOS plans to invest €20mm to create a
broadband Government Network that will link all public agencies throughout the country,
starting with GOS ministries and subsequently encompassing local governments and local
institutions, including schools and health care facilities. As with other parts of the NIP, this
project will be initiated through a public tender, but it is generally expected that Telekom Serbia
will get the nod, by offering use of its monopoly of the backbone for phone and Internet traffic
and pledging additional investments on its own part. USAID, through its Serbia Economic
Growth Activity (SEGA) is already providing support to the Ministry of Finance, the NBS and
other public agencies on a number of IT projects. A major focus is on implementing systems for
program budgeting and treasury management, with procedures that will apply to planning,
budgeting and monitoring National Investment Plan projects. With some additional resources,
that assistance could be expanded to advise on ways of using the planned investment in the
government network to introduce greater competition in the telecom market, e.g.:

69 Appendix B shows USAID/Serbia’s Strategic Framework
70 USAID is already engaged in such assistance under its Serbia Economic Growth Activity (SEGA).
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e Detailing alternative approaches, such as utilizing the Electric Company network as the
backbone rather than TS; tendering on a regional rather than a national basis, etc.

e Outlining the advantages and disadvantages of the various options, and analyzing their
medium- and long-term implications

e Advising on tendering options and processes, and “lessons learned” from using the
various options

e Encouraging both international and local operators to bid and to form consortia for
improving their competitive position

e Explaining ways in which sub-national regional bidding could build local capacity and
development

e Describing incentives that can be used to extend broadband access to local communities

e-Procurement application — As previously noted, the Ministry of Science and Ecology is
planning a tender for an e-procurement system that will be aimed at improving transparency and
efficiency in the procurement process. Funding is already provided for this project, which
includes the following types of assistance:

e Technical assistance from experts with experience in designing and implementing e-
procurement systems, using on-the-ground and distance TA

e Support for using the system to improve transparency, e.g., by spearheading a cross-
donor initiative that helps ensure that the system is used to reduce corruption

e Targeted training on specific key aspects or components of the system

Education and workforce development. A plan to introduce 30,000 computers in schools with
local area networks throughout the country gained much media attention and is potentially a
worthwhile effort to provide valuable skills to upgrade the future workforce.” Yet there were
important gaps in the design that could significantly reduce the positive impacts of this initiative.
Chief among these were the lack of plans to train teachers and revise the curriculum to
incorporate this technology. USAID could provide support to help increase the likelihood of a
positive and valuable outcome by:

e Providing TA from experts with successful experience introducing ICT into schools and
gaining performance improvements, in cooperation with other donors active in this area,
such as EAR’s Vocational Education and Training (VET) program.

e Providing information on “success factors” and lessons learned about key areas that need
attention and action when introducing computers in schools

e Facilitating public-private partnerships between the GOS and private sector companies
interested in helping to bridge some of the gaps in the current plan

™ A tender issued for the computers did not result in selection of a vendor, so there is an opportunity to improve the project proposal before
another tender is attempted.

3-2



3.2 SUPPORT LOCAL EFFORTS TO IMPROVE THE MARKET
ENVIRONMENT AND INCREASE DEMAND FOR ICT
DEVELOPMENT

The importance of ICT development in Serbia, and the benefits to be gained, have not gone
unrecognized in the local community; however, much more needs to be done to realize ICT’s full
potentia. USAID could lend significant support to efforts to open the
telecommunications/Internet market to full competition in a number of ways, such as:

Strengthen key activist groups. There are dedicated groups pressing actively to open
competitiveness in the telecom environment. Their efforts focus on communicating the
importance of change to RATEL and other government officials. One such group is led by a
well-respected ICT business with significant experience in telecom networks. It aims to work
through the American Chamber of Commerce, to organize and galvanize other companies that
are concerned about the de facto monopoly situation but have not heretofore coalesced as a
group. Another key player is the Center for Internet Development, the leading Serbian NGO
active in information society policy.

These organizations are willing to take the lead and press hard for a more open, competitive
environment. Their efforts could be greatly strengthened by support from USAID. Such support
could include:

e Statements of recognition and support
e Sponsorship of activities promoting an open telecom market

e Financial support for actions related to opening the competitive environment, e.g.,
training businesses and government in the importance of an open environment,
participation in relevant international events, and development of online facilities such as
distance learning.

e Training and networking with other organizations involved in improving telecom
regulatory environment

Expand awareness of ICT benefits. Awareness of the benefits ICT can deliver — especially in a
competitive market — is low among SMEs, NGOs and individuals in Serbia. There is little media
coverage of ICT advances and the benefits involved, and few sources of information, other than
fee-based consultants or a small number of NGOs. In order to gain public support for a more
open telecom environment, people must gain a better understanding of the stakes. USAID can
help increase that understanding by:

e Supporting awareness campaigns and events on national and local levels, spearheaded by
local organizations, educational institutions, NGOs, and business associations
e Providing access to international expertise experienced in building public support.

e Engaging students in the campaign. Perhaps use a model that has been successful on
other issues, e.g., involving students in advocacy on environmental protection

Build support among non-ICT companies. Non-ICT industries have a tremendous amount to
gain from an open, competitive telecom environment. Today, however, those companies are
rarely, if ever, engaged in the issue. Involving these companies would add an important voice
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that can speak for a wide swath of the Serbian economy while offering a more “impartial”
viewpoint than that of the ISPs and other companies in the ICT sector. Activities could include:
e Incorporating elements of awareness-building about the issue into other economic growth
activities
e Bringing ISPs and non-ICT companies together to discuss the implications of a
competitive environment

e Sponsoring expert presentations at non-1CT business events and association meetings

e Inviting non-ICT companies from other countries in the region that have more
competitive environments to speak about their experiences in using ICT

Link with public diplomacy activities. Many public diplomacy efforts endeavor to expand
awareness of US values and the commitment of the American people to support economic
growth and democracy in Serbia. USAID can work with the Embassy’s Public Affairs Office to
extend these efforts into the ICT area by:

e Providing an element that raises awareness of the important role a competitive telecom
environment has played in fostering innovation among US business and civil society
organizations

e Developing and disseminating “success stories” of ways USAID support has fostered
innovative uses of ICT and a competitive environment in other contexts

3.3 SUPPORT ACCESS TO AND USE OF SECTOR-SPECIFIC HIGH
IMPACT ICT APPLICATIONS

This activity uses high impact ICT applications to improve the competitiveness of an industry.
Most importantly, it promotes the development of ICT-enabled entities that can serve all SMEs
in an industry with affordable access to those ICT applications on a sustainable basis.

The hallmarks of this activity are:

e It quickly and significantly improves the | opportunity: Computer-aided design and
competitiveness of an industry through the | computer-aided manufacturing
use of high impact ICT applications. These | (CAD/CAM) systems can help Serbian
applications differ from those that provide Zgg:&ei'n‘igmgﬁgf; ‘;-‘T:‘;ﬁ:er:'%?cire‘?'“e'
value bUt do not enable major_shlfts In Problem: Most firms are too small to buy
competitiveness of SMEs across an industry. their own CAD/CAM.

. . . . ICT-Enabled Service Enterprise: Gives
e It provides all SMEs in that industry with | _, apparel SMEs access to cutting edge

affordable access to the selected applications. || cap/cAM at an affordable price, along
Given the small size and limited resources of || with market support, through a sustainable
most Serbian SMEs, this element is crucial to | service center.

achieving widespread improvements.

e [tis sustainable. A strong business plan is required, along with a viable revenue model
and local co-investment to assume a large portion of the financial risk, all of which help
to ensure long-term sustainability.
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The major, industry-wide competitive advances that high impact ICT applications make possible
have been demonstrated in the e-BIZ project in Macedonia.” Drawing from the “success factors”
and lessons of that project, a similar activity could be launched in Serbia using ICT to improve
SME competitiveness, probably as an option within a broader project. The major elements of
such an activity include:

1. Start with demand. The first step is to identify high impact applications that can quickly
and significantly boost the competitiveness of an entire industry, based on a market
analysis of the industry. The focus can be on industries supported by USAID projects or
other industries that could gain major growth via high impact ICT applications.

2. Facilitate the development of sustainable, for-profit or non-profit entities that offer high
impact applications at affordable prices to all SMEs in an industry.

a. Co-invest with selected partners in a competed and transparent “GDA”"
approach. Through an open tender, the activity selects local entrepreneurs as
partners. The local partners make a substantial investment toward developing the
ICT-enabled enterprise, which creates a strong incentive for them to support building
the enterprise’s long-term sustainability. International companies may also make
contributions. Local partners can be companies, individuals, or universities.

b. Help develop solid business plans that support sustainability. The activity ensures
that the business plan provides a solid revenue model for the undertaking, thus
helping to ensure profitability (or, if an NGO, a reasonable revenue stream) and
sustainability of the ICT-enabled enterprise. At the same time, it is expected that the
plan will ensure that the enterprise will offers the ICT applications at affordable
prices to the SMEs in the industry it serves.

c. Provide hands-on, cutting-edge technology and market expertise. Serbian
entrepreneurs/SMEs need capacity-building in management, marketing and sales
skills. The activity provides this type of TA in a very close, hands-on manner through
deep understanding of the business.

The Results: Sustainable enterprises that support major, quantifiable, industry-wide
advancements in competitiveness:

e Offer fee-based high impact ICT services to companies throughout the target sector
e Are flexible and market-driven, delivering concrete impact on SMEs’ bottom line

e Have long-term owner commitment

72 In Macedonia, the e-Biz Centers are established through co-funding between USAID and local partners, e.g., entrepreneurs, SME consoritia, universities or other organizations.
The cost of an e-BIZ Center varies greatly, depending on the high impact ICT applications. However, in general, e-BIZ Centers vary from $40,000 - $200,000, with $100,000 as an
average.

& The Global Development Alliance (GDA) is a USAID program that funds public-private alliances with businesses or NGOs to undertake activities to “stimulate
economic growth, develop businesses and workforces, address health and environmental issues, and expand access to education and technology.” USAID funding
should be matched at least one-to-one by GDA partner resources, of which at least 25% must come from the private sector. In addition to monetary contributions,
matching resources can include in-kind contributions, intellectual property, implementation know-how, and technical assistance.
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Example: ICT-Enabled Service Enterprise for Agriculture

Goal: Improve competitiveness of an agricultural sector

Challenge: Help food processing SMEs and farmers meet:

* Increasingly demanding food traceability and safety requirements of EU and US

e Strict quantity, quality, timeliness requirements of large buyers

* Increase export yields and revenue

ICT-Enabled Service Enterprise:

« Utilizes database application to manage services

* Provides traceability infrastructure

* Runs central system that aggregates demand for inputs (facilitating discount purchasing), access to
expertise, manage logistics, etc.

e Markets to international customers, providing professional quality service that meets international
standards

How it works: Participating farmers:

« Use mobile phones or other ICT-enabled devices to input information for central traceability application,

enabling these data to be used to increase export yields with more precise farming processes

Use bar codes or RFID tags supplied by the high impact ICT service enterprise

Use SMS to receive information on logistics requirements throughout each step of the process

Use SMS/mobile phone or email to order inputs

Use SMS/mobile phone or email for virtual extension expertise, e.g., to pose questions re. inputs,

disease, etc.

Results: Enables small farmers to meet export quantity, quality and delivery requirements, and increase

their export yields and revenue, with very low-cost outlays to individual farmers

High impact ICT to improve NGO effectiveness. A similar ICT activity in Serbia could extend
the concept described above to creating a sustainable ICT-Enabled Services Center for NGOs.
The Center would provide all NGOs working on a particular issue with ICT applications that
improve their effectiveness. The hallmarks of this activity are:

e It quickly and significantly improves the reach and impact of NGOs working in an area.

e |t provides all NGOs working in the selected area with affordable access to the high
impact applications. Given the small size and limited resources of most Serbian NGOs,
this element is crucial to getting widespread improvements

e |t is sustainable. A strong business plan at the outset helps ensure long-term
sustainability

The major steps include:

1. Start with pressing needs. The first step is to identify high impact applications that can
quickly and significantly improve NGOs’ efforts related to a particular objective. The
focus can be on areas already supported by USAID projects or other areas related to the
mission’s SOs. These “pressing” needs can be determined with the same rigor a private
business uses in market research to determine strong demand for a potential service.

2. Facilitate the development of a sustainable for-profit enterprise or non-profit center that
offers high impact applications at affordable prices to all NGOs pursuing the specified
objective.




a. Co-invest with selected partners. The activity selects local partners through an open
tender. The local partners make financial and/or in-kind co-investments to establish
the new enterprise or center, providing a strong incentive for them make a
commitment to the enterprise’s long-term sustainability. International companies may
also make contributions. Local partners can be companies, individuals, or
universities.

b. Help develop solid business plans that support self-sustainability. Even a not-for-
profit Center needs a viable business plan from the outset to promote sustainability.
At the same time, the plan must include offering the ICT applications at affordable
prices to the NGOs served.

c. Provide hands-on, cutting-edge technology and market expertise. Those investing
in and/or operating the new service center will need capacity-building in
management, marketing and sales skills. The activity provides this type of TA in a
close, hands-on manner.

The Results: Sustainable enterprises or nonprofit centers that support major advancements in the
reach and impact of target NGOs:

o Offer fee-based high impact ICT services to NGOs in a target mission area
e Are flexible and demand-driven, delivering concrete improvements to NGO effectiveness

e Have long-term owner commitment

Example: ICT-Enabled Services Center to Strengthen NGOs’ Advocacy and Services

Goal: Improve the reach and impact of NGOs endeavoring to advocate for reform or provide economic

and/or social services

Challenge: Help NGOs:

e Expand reach in rural areas, especially relatively under-served communities

« Raise public awareness regarding social/political/economic issues NGOs seek to address

e Increase NGO's sustainability

ICT-Enabled Services Center:

» Helps NGOs use ICT to support NGO's social/leconomic goals and provides new income-generation
opportunities to beneficiaries, e.g., database network that uses mobile phones to gather data on NGO
concerns and also market survey data on a contract basis to businesses

» Provides advice and expertise on uses of ICT to help achieve NGO goals

* Runs on online email discussion on innovative ways NGOs are using ICT

* Provides data analysis and mapping software to help NGOs identify patterns that improve their service
delivery, provide powerful support for policy change, identify areas of special need

e Partners with local and international NGOs to provides a wide range of online training

e Provides e-mentoring services from domestic and international volunteer mentors

« Provides online bench-marking and planning services to NGOs

How it works: Participating NGOs use a range of low-cost ICT devices, e.g.:

« Use mobile phones to provide income generation opportunities to a large network of local/rural women
who also provide key social/economic/political data

« Use SMS to transmit information, alerts or “911” emergency notices; get automatic updates

« Use ICT-enabled devices to create/obtain maps of patterns that illuminate key issues

» Use the Web to download online training and CDs to disseminate it

* Use Web/email to participate in bench-marking activities and get online TA

Results: Enables NGOs to reach out and communicate with beneficiaries in rural areas, quickly obtain key

information, ID “immediately vulnerable” areas, generate revenue for a network of beneficiaries and for the

NGO, all at very low cost to NGOs and no cost to beneficiaries
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3.4 SUPPORT ACCESS TO AND USE OF HIGH IMPACT ICTSWITH

BENEFITS ACROSS SECTORS

This component utilizes the power of high impact
ICT applications to make major improvements
across industry sectors or Mission Strategic
Objectives. The steps are similar to those in 3.3;
however, this activity identifies ICTs that quickly
and significantly address major gaps across
industries or sectors, including education, business,
civil society. The activity then creates an ICT-
Enabled Services Enterprise that can close the gaps
by offering high impact ICT applications at
affordable prices to all organizations/users in the
target group. Each such enterprise receives hands-
on TA to ensure it can implement a viable business
plan that provides long-term sustainability.

Cross-sector high impact ICTs. This component
utilizes the power of high impact ICT applications
to make major improvements across industry
sectors or SOs. The hallmarks of this activity are:

ICT-Enabled Services Enterprise to
Strengthen Business Incubator Network
The Government of Norway has expressed
interest in exploring co-funding of an ICT-
Enabled Services Enterprise with USAID —
drawing on the Macedonia e-Biz Center
model. The enterprise would partner with a
network of business incubators (to be
funded by the Government of Norway, other
donors and GOS) to offer strategic, high
impact ICT applications to SMEs across
various industries that are served by the
incubators. The aim: to provide high impact
ICT applications that help the SMEs
throughout Serbia compete in higher value-
added markets. For example, a cross-
industry ICT-Enabled Services Enterprise
might offer very high, international quality
online management training. (Note: Norway
has already committed to co-funding a
similar entity in Bosnia).

e It quickly and significantly addresses major gaps and/or demand across industries or
sectors, including education, business, and civil society.

e It provides all users with affordable access to the high impact applications.

e Itissustainable. A strong business plan at the outset plus local co-investment from
public and/or private sector helps ensure long-term sustainability

The major steps include:

1. Start with demand. Identify high impact applications that can quickly and significantly
address felt needs across sectors and/or SOs. The focus can be on industries or can cut

across business, civil society, and education.

2. Create sustainable for-profit Enterprises or nonprofit Centers that offer high impact ICT
applications and services at affordable prices to all organizations/users in the target

group

a. Co-invest with selected partners. The activity selects local partners through an open
tender. The local partners co-invest financially or in-kind. Local partners could be
government entities, educational institutions, NGOs, businesses or entrepreneurs. The
activity would also seek out other co-investment partners, e.g., international

companies.

b. Help develop solid business plans that support self-sustainability. The activity
ensures that there is a viable business plan from the outset to promote sustainability. At
the same time, the plan must include offering the ICT applications at affordable prices to

to all target users.
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c. Provide hands-on, cutting- ICT Application for Youth Employment

edge teChnOIOQy and market Links between the education and business sectors need

expertise. Whether for-profit strengthening. One activity the mission is considering is
enterprise or nonprofit center, to use ICT to:

those owning the new service B _

center will need capacity- « Offer students the ability to take virtual “employer

building i tours” that provide practical, current information on
ul m_g In managemer)t, what specific companies do

marketing and sales skills. The « Develop the company tours so that the businesses
activity provides this type of can also use them for marketing purposes

TA in a very close, hands-on This activity could also partner with a local firm that co-
manner. funds development of the application, which it would
The Results: Sustainable enterprises or he}ve the right to market in o.ther countries: The local firm
. . might also involve students in the application
centgrs . that use high impact IQT development as interns, with job opportunities for interns
applications to support major || who meet certain performance standards.
advancements in competitiveness across

industry sectors and/or major
improvements across sectors, e.g., education, business, civil society.

e Offer fee-based high impact ICT services to companies across industries or to users
across business/education/civil society sectors

e Are flexible and demand-driven, delivering concrete impact on SMEs’ bottom line or
measurable impact to NGOs’ or government efforts

e Have long-term owner commitment
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Example: ICT-Enabled Services Center for Youth Employment

Goal: Open new, higher value-added job opportunities for youth and build workforce skills needed for
Serbian SMEs to be competitive
Challenge:
Youth unemployment rates are high
Young people with technical skills often take jobs that don't utilize their skills
SMEs have difficulty finding employees (youth and others) with the skills they need
ICT-Enabled Services Center:
Uses ICT to provide a one-stop-shop center with information on training sources, job opportunities and
requirements; job-seeking services; business H/R development services — all in partnership with
training/educational institutions and private sector sponsors
« Identifies job opportunities, using Web, professional online fora, business databases, etc., e.g.:
> Continually scans for new job markets, especially in higher value-added niches
> Provides online reports on up-coming demand and 2-3 year trends, e.g., labor shortfalls in US & EU
> Interactive website “markets” Serbia’s capabilities among US and EU companies in expanding
industries
« Links training/education with business needs, e.g.:
»Builds capacity of training/education institutions to use ICT, e.g., to offer online courses on subjects
for which professors are not available
> Links international online training companies with a country-wide network of Serbian providers to
expand high quality training nationwide, especially in rural areas
> Facilitates communication between education and domestic/international business communities,
e.g., online events and roundtables, internship match-making, short online business surveys
> Provides training/education institutions with automated updates on int’l and domestic demand for
skills
> Partners with US businesses to provide virtual “study tours”
> Runs “micro-scholarship” programs that provide online life-long learning opportunities, funded by
revenue from municipal land grants
» Provides support for job placement and entrepreneurship, e.g.:
» Database provides “head-hunting” for all types of jobs
> Interactive website does match-making between Serbian companies and international firms seeking
specific skills
> Services to job-seekers, e.g., online career testing, career counseling, employment services
> Services to prospective entrepreneurs, e.g., e-mentoring
.+ Serves businesses
> Provides ICT-enabled tools businesses can use to attract both job candidates and customers
> Advises Serbian firms re. ICT tools for in-service executive and human resource development
> Online information and assistance on international certification and standards requirements
» Create “virtual businesses” linking small companies so they can take on large contracts
How it works:
The Center’s information/services are either sponsored by businesses or fee-based, e.qg.:
* Youth and unemployed use the Center’s job or training referral databases that are sponsored by
businesses
¢ Youth, unemployed, and businesses use fee-for-service offerings, e.g., “head hunting,” career
counseling, e-mentoring, with fees on a sliding scale
¢ Companies contract with the Center for matching individuals with opportunities and other services
¢ Universities, secondary schools and government agencies use online services sponsored by
businesses or donors
* Training institutions pay a membership fee to be included in the Center’s database
Results: Enables youth to get high value-added jobs or become successful entrepreneurs; strengthens
workforce skill base in areas that improve competitiveness of SMEs; improves links between
educational and business communities.
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APPENDIX A. CHART 1: SUMMARY OF THE ICT
ASSESSMENT SWOT ANALYSIS.

Chart 1. SWOT Analysis Summary

Strengths

Telecommunications Legal and Reqgulatory Environment

\Weaknesses

Telecommunications Legal and Reqgulatory

Good ICT-related laws

Independent regulator

Private sector pressure for an open market
Telecom Infrastructure

Good phone access

New broadband access

Good mobile phone networks
Competitive mobile industry
Competitive ISP sector

ICT Industry

Strong software development sector
International corporate presence

The Commercial, Government and Civil Society Market for

Environment

RATEL needs strengthening

No ICT Ministry

Problematic government investments
Telecom Infrastructure

Poor broadband access

Limited wireless broadband

|ICT Industry
Inadequate management skills

Small companies

\Workforce limitations

The wrong branding

The Commercial, Government and Civil Society

ICT

EU market potential

Large e-government market
Relatively strong NGO demand

IMarket for ICT

Obsolete technology

Low public demand

Limited SME financial resources

Lack awareness of ICT strategic benefits
Serbia is a latecomer to the international
market

Opportunities

Telecommunications Legal and Reqgulatory Environment

Threats

Telecommunications Legal and Requlatory

RATEL can open the market..

Eager and competent competitors.
National Investment Plan

Telecom Infrastructure

IMajor broadband expansion

\Willing and able competitors

Broadband via mobile phones

ICT Industry

Build on outstanding firms

Pursue open-source software development

Partner with international firms
Strengthen business-education links

Take advantage of e-Government opportunities

The Commercial, Government and Civil Society Market for

ICT

Strategic ICT use among SMEs

Market for e-government

Public responsiveness

National Investment Plan

FDI promotional activities

NGO strategic ICT use

contributions across development activities

Environment

RATEL fails to open the market

Telecom Infrastructure

Telekom Serbia becomes further
entrenched

IICT Industry

Brain drain

Poor business-education links and
education inertia

The Commercial, Government and Civil Society

IMarket for ICT

De facto monopoly could become further
entrenched

Stagnating market could discourage ICT
investment

Digital divide could grow




APPENDIX B. USAID/SERBIA STRATEGIC FRAMEWORK

Mission Statement: USAID programs seek to support Serbia and Montenegro in their

goal to be democratic, prosperous, and moving towards Euro-Atlantic integration

Strategic Objective 1

Democratic
governance of the

Strategic Objective 2

Enterprise growth
increased in high

Strategic Objective 3

Risk of political
instability reduced

market economy
strengthened

potential sectors and
municipalities

' Critical Assumptions: i
. Regional stability does not decline into violent conflict; i
E Kosovo final status does not destabilize neighboring areas; :
i The result of Montenegro referendum does not destabilize relationships within i
E Montenegro and between Serbia and Montenegro. i

Specific to Serbia:
ICTY cooperation is adequate for continuation of USG assistance;
The new constitution, if any, is compatible with democratic governance.

Cross Cutting Issues: Gender, Anti-corruption, Youth, Job Creation, Public
Information/Media, Cross-border Initiatives and Human Capacity and Institutional
Development
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APPENDIX D. LIST OF CONTACTS

USAID Serbia and Montenegro,
US Embassy

Director’s Office

Keith E. Simmons, Mission Director
381 11 306 47 78
ksimmons@usaid.gov

Democracy and Governance Office
Jan Paul Emmert, Ph.D., Director
381 11 306 4917
jemmert@usaid.gov

Cara Stern, Democracy and Governance Specialist
38111 306 4718
cstern@usaid.gov

Donnie Harrington, Deputy Mission Director
3811130647 78
dharrington@usaid.gov

Economic Policy and Finance Office
Aleksandra Zoric-Krzic, Senior Enterprise
Development Advisor

381 11 306 4816

akrzic@usaid.gov

Local Economy Growth Office

Mark Pickett, Director
381 11 3064782
nipickett@usaid.gov

Embassy of the United States of America
Vukica Stankovic, Cultural Affairs Assistant
(381 11) 306-4772

stankovicv@state.gov

2. Education, Universities

Braca Karic University

Dr. Marijana Vidas-Bubanja, Associate Professor
381 (64) 17 25 807
marijana@amadeus.uni-bk.ac.yu

Faculty of Electrical Engineering University of
Belgrade

Prof. dr Branko Kovacevic, Dean

381 11 3248 464

kovacevic_b@etf.bg.ac.yu

School for Textile and Design Leskovac
Dalibor Mihajlovic
065 220 33 30

School of Chemical and Food Technology Nis
Vladimir Nocic
063 88 28 691

Singidunum University
Milan Milosavljevic, Dean
381 11 3093 220
mmilan@etf.bg.ac.yu

Skola Za Tekstil | Dizajn-Dizajn Centar
Prof. Predrag Dordevic

064 364 76 67

ssprvteklesl@ptt.yu

Milos llic
016/251 040
Ssprvteklesl@ptt.yu

Prof. Dragomir Stankovic
064 411 9 306
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Education, Universities, continued

Peter Stojmenovic, Director
064 263 3 386
Ssprvteklesl@ptt.yu

University of NIS

Milos Stojkovic, Research Assistant
(381 18) 500-600
miloss@masfak.ni.ac.yu

3. NGOs

CeSID

Marko Blagojevic, Program Director
(011) 328 2870
marko@cesid.org.yu

Center for Internet Development
Slobodan Markovic, Director

381 63/387 260
smarkovic@netcentar.org

Zoran Torbica

011 3061-531

ztorbica@netcentar.org

Entranse

Simon Simonovic, Business Advisor
381 11 2184968
simon.simonovic@entranse.org

IREX

Goran Cetinic

011 3342-794
goran@irexserbia.org

Dragan Kremer, Media Advisor
381.11 3342-794
dkremer@irexserbia.org

Novacija

Milica Radic

381 64 165 72 82
Milica.radic@inovacija.org

Centre for Women’s Entrepreneurship

Marija Nikolic
381 18 255-668

NGOs, continued

Sintef and Entranse

Morten Muus Falck

Project Director

47 73550595
morton.muus.falck@sintef.no

Woman at Work
Milica Gudovic

2455 846
zenenadelu@yubc.net

Open Spectrum Foundation
Robert Horvitz, Director

420 775 024 705
bob@openspectrum.info

4. Government of Serbia or Local Governments

IT and Internet Agency
Marija Kujacic

064 822 84 08
marija.kujacic@rzii.sr.gov.yu
danilovic@ikomline.net

Ministry of Education and Sport

Lazovic Nebojsa, Head of Datawarehousing and
Statistics

381-11-24-01-911
nebojsa.lazovic@mps.sr.gov.yu

Ministry of Capital Investments

Kruna Petkovic, Assistant to Deputy Minister
Kruna.p@meki.sr.gov.yu

381 11 3065 698

Indjija Municipality
Petar P. Janic

381 22 560 304
pjanic@indjija.net

Palilula Municipality
Radovan Zivkovic
064 12 62 549
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Government of Serbia or Local Governments,
continued

IT and Internet Agency
Slobodan Vuckovic, Director

381 (11) 334 0361
Slobodan.vuckovic@rzii.sr.gov.yu

Ministry for Capital Investments
Vladan Borovic, Chief of IT Department
(381 11) 3631197
v.borovic@meki.sr.gov.yu

Agency for Development of SMEs
Mirjana Jovanovic, Director

381 11 3346 107
mirjana.jovanovic@sme.sr.gov.yu

Danijela Momirovic, Director of Information
Technology

381 (0) 11 2071 900, ext. 902
danijela_momirovic@ui-serbia.org

Ministry for Science and Ecology
Cedomir Suljagic, Assistant Minister
(381 11) 3619-591
cedomir.suljagic@mntr.sr.gov.yu

5. USAID Programs, Projects

SEGA
Boris Todorovic
381 63 642 201

CCASA

Donald Cinnamond

381 (0) 11 3343 168
dcinnamond@ccasa.org.yu

Gary DiNoia, IT Advisor
381 (0) 11 3343 891
gdinoia@ccasa.org.yu

Goran Pavlovic, IT Specialist
381 (0) 11 3343 798
gpavlovic@ccasa.org.yu

Milo Stevanovich, Chief of Party
381 (0) 11 3343 798
mstevanovich@ccasa.org.yu

USAID Programs, Projects, continued

SEDP

Marina Jovanovic, ICT Sector Advisor
381 (0) 11 302 07 42
mjovanovic@sedp.org.yu

Biljana Kozlovic, Advisor-Enterprise Development-
South Serbia

381018511790

bkozlovic@sedp.org.yu

Nenad Popadic, Apparel Sector Advisor
381 (0) 11302 07 35
npopadic@sedp.org.yu

Stevan Todorovic, Food Sector Advisor
381 (0) 11302 07 41
stodorovic@sedp.org.yu

The Urban Institute

Peter Epstein, Team Leader
381 11 2071 900, ext. 946
peter epstein@ui-serbia.org

Development Alternative, Inc. (DAI)

Suzi Kanyr Hagen, Economic Security Team Leader
381 11 3690 623

suzi_hagen@dai.com

6. Private Sector

ALTIS Consulting
Branislav Andjelic

381 11 2068 401
bandjelic@altisconsulting.net

AMCHAM Serbia and Montenegro
Bojana Vukasinovic, Executive Director
(38111) 3345961
vukasinovic@amcham.yu

Arhel

Dejan Curcic, Managing Director
38121 301548
dejan.curcic@arhel.com

Business Incubators
Gordana Danilovic Grkovic, Consultant
381 64 61 68 619
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Private Sector, continued

Electric Power Industry of Serbia
Slavoljub Lukic, Project Telecommunication
Manager

381 11 2633-424

slavoljub.lukc@eps.co.yu

Execom

Branko Milikic, Managing Partner
38121477 0500
bmilikic@execom.co.yu

Petar Ulic
021 477 0500
pulic@execom.co.yu

IBM

Milos Durkovic, General Manager
381 11 2013 530
milos.djurkovic@at.ibm.com

IKOM

Dragan Lazarevic, Technical Director
381 11 696 243
dlazarevic@ikomline.net

Tatjana Vuckovic, Marketing and Sales Director

381113194263
tatjanav@ikomline.net

INet

Vojislav Rodic, Manager
vrodic@inet.co.yu
marija.nikolic@rpknis.co.yu

B92
Dejan Restak, Web Site Director
381 11 301 2000, ext. 3287

restak@b92.net

Medianis

Dragana Stojkovic, Marketing Manager
381 18 522 855

dragana@medianis.net

Sasa Stojkovic, Director
381 18 522-855
ssale@medianis.net

Private Sector, continued

Microsoft

Dejan Cvetkovic, Director
381(0) 1133066 11
dejancv@microsoft.com

Milos Trkulja, Government Account Manager
381 11 330 66 46
milost@microsoft.com

NiCom

Daliborka Peric

381 18 581 004
komercijala@ni-com.co.yu

Pakom Solution Centre

Jelena Djuric, Marketing Manager
381 11 3282 005
jelena.djuric@psc.co.yu

Saga

Zlatko Jegdic, Executive Manager
381 (0) 11 3108 500
Zlatko.jegdic@saga.co.yu

Nebojsa Miskovic, Marketing Manager
381 (0) 11 3108 595
Nebojsa.miskovic@saga.co.yu

Serbia Broadband
Vladan Aleksic
Department Manager

381 11 30 33 215
vladan.aleksic@sbb.co.yu

Serbian Chamber of Commerce
Duro Vojnovic, Senior Advisor
(381 11) 3304-555
djuro.vojnovic@pks.co.yu

Serbian Software Cluster

Sonja Stevanovic, Executive Manager
381 11 3239051
sonjaonelll@yahoo.com

TeleGroup

Diana Gligorijevic

381 11 3081 920
diana.gligorijevic@telegroup-ltd.com
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Private Sector, continued

Telekom Srbija

Igor Jecl, Head of Services Department
(011) 224 40 06

igor.jecl@telekom.yu

Vladimir Lucic, Head of Mobile Telephony
Department

064 11159 38

vladimir.lucic@telekom.yu

Zoran Perovic, Head of International
Telecommunications Department
381 11 306 90 29
zoran.perovic@telekom.yu

Zlatko Trhulj, Head of Department
(381) (11) 207 88 31
zlatko.trhulj@telekom.yu

Vladimir Dzodzo, General Manager
381 11 3282 005
vladimir.dzodzo@psc.co.yu

Regional Chamber of Economy Nis
Zoran Markovic, Association for ICT
381 18 510 999
zoran.markovic@rpknis.co.yu

U.S. Steel Serbia
Djordje Makic
Investment Analyst
381113110015
dmakic@cs.uss.com

VeratNet

Lidija Ivanovic, Senior Sales Engineer
38111 2433 333
livanovic@office.verat.net

Milomir Jevtic, CEO
381 11 2433 333
mjevtic@office.verat.net

Biljana Saponjic, Department Director
38111 2433 333
bsaponjic@office.verat.net

Private Sector, continued

Webtop Solutions

Milan Zdravkovic, IT Business Development
381 64 1144797
milan.zdravkovic@gmail.com

YUBC System A.D.

Nikola Ivaneza, Deputy Manager
381 (11) 3083 300
ivaneza@yubc.net

Mr. Simo lvaneza, General Manager
381 (11) 30 83 300
ivaneza@yubc.net

7. Donors

GTZ

Tomislav Knezevic, Project Manager
381113239051
t.knezevic@gtzwbf.org

Vita Latinovic, Project Manager
381113239051
v.latinovic@qgtzwbf.org
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