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1 Executive Summary

Executive Summary

This research was commissioned by the DTI to explore the games industry
and related sectors in three Eastern European countries. The intention is to
identify opportunities for UK games development and publishing
companies in these markets.

New Economy Development Ltd carried out the research in Estonian,
Czech Republic, and Bulgaria, seeing these as representative of the three
main regions of Eastern Europe; the Baltics, Central Europe, and South
East Europe.

The research involved visits to these countries, and meetings with a broad
range of organisations and companies, including the British Embassy,
British Council, local government and support agencies, and local
businesses. The companies interviewed included both games development
and publishing companies, and companies related to the games industry
such as design, animation, and ICT companies.

The research found that the UK has a relatively low presence in Eastern
European games markets compared to other countries, yet these markets
offer clear opportunities both to source creative and technical talent, and
as possible markets for UK games.

The research identified some talented companies and individuals,
including strong testing and QA companies in Estonia, advanced games
developers in Czech Republic and Bulgaria, and some interesting
freelancers, and publishers.

Piracy clearly remains a problem, but one that is receiving attention. An
overwhelming opinion in the countries was that piracy is being
encouraged by poor distribution from the West, by high pricing that is not
in proportion with the local economy and wages, and through generally
low interaction from Western publishers with the markets. The message
was generally that if games were available sooner, and for lower prices,
people would buy them rather than using pirated copies.



2 Introduction

This report has been produced by New Economy Development Ltd, a
consultancy specialising in policy, Eastern Europe, and ICT business, in
association with Red Redemption Ltd, a games development a consultancy
company. The report was commissioned by the DTI to identify
collaboration and business development opportunities for UK computer
games companies in up to 3 prospective best national or regional
starting points in Central & Eastern Europe. The research will be used to
inform DTI on how best to engage with the computer games sector in this
territory with a view to stimulating positive business development for UK
companies.

The report comprises the outputs of research carried out in Estonia, Czech
Republic, and Bulgaria, including meetings with a number of companies in
each country.

The aim of the report is to give an overview of the country, economy, and
government. Then further information is given on specific companies, the
business environment and games market under the following headings:

Market

Infrastructure and business environment
Piracy

Human resources

Costs and salaries

Government and politics

Choice of countries

Estonia, Czech Republic, and Bulgaria were chosen because they are
representative of three key regions in Eastern Europe; the Baltics, Central
Europe, and South East Europe. It is intended that this will demonstrate
the differences between Eastern European countries and regions, contrary
to often held misconceptions about Eastern Europe being a single,
homogeneous post-Soviet region.

The aim is also to reflect the different influences on the regions from their
location and recent history. The Baltics are strongly influenced by
Scandinavia, Central Europe, Germany, and South East Europe by its
recent history and slower pace of reform and development.



Two of the countries, Estonia and the Czech Republic, are now members of
the EU, while Bulgaria is still awaiting EU Accession. This influences the
development of the country in many ways, including institutional and legal
reform, and the development of infrastructure.

The three countries have different opportunities to offer UK games
development companies. Estonia is producing some of the leading Internet
related companies. Estonia is producing some of the leading Internet
related technologies in the world and offers good testing facilities due to
the well developed infrastructure, while Czech Republic has a very active
games development and publishing market. Bulgaria is seen primarily as
an outsourcing destination, but in fact also has strong games development
and design companies.

Company Profiles

The company profiles are intended to represent a cross section of
practitioners in the sectors related to the Games Development industry,
offering an insight into the types of companies present, the work they are
doing, and the opportunities and services they offer.

An attempt has been made to show salaries and costs in the countries
relevant to games development. However, in Eastern Europe in general
there are large numbers of people on very low incomes, a small section of
society on very high incomes, and a developing middle class in between.
Therefore average income figures are not very useful. In estimating prices
and wages in the ICT and games related sectors, official statistics on
average wages generally lead to a misguided perception that these
countries are primarily sources of cheap labour. The general message from
the companies was that they are less expensive than the UK, but they are
able to deliver high quality output and creativity as well as just low costs.
To estimate costs and salaries in the sector, examples are given based on
real costs and salaries within companies.



3 UKTI support for UK companies

The UKTI (UK Trade & Investment) desks in the British Embassy are there
to advise UK companies, but have recently reorganised the way they offer
this service. While they are primarily focussed on inward investment to the
UK, they now recognise that UK companies wanting to source services
from the local market (outsourcing) are doing so to remain competitive, so
they will support them. However, officially the concept of outsourcing is
not viewed favourably by UKTI as it is seen by some as taking jobs away
from the UK rather than creating and supporting them. Generally speaking
though the Embassies are open to supporting UK companies in
establishing such links.

Much of the Embassy UKTI support is now a chargeable service. Equally
any market research they carry out is very much demand driven. UKTI now
has three price bands for their support and research services.The
agreement on the pricing is reached in a discussion between the customer
and the international trade team in a Business Link or wherever their point
of contact is. If a company approaches the Embassy directly they would be
referred back to a Business Link if they want more than a preliminary
discussion.

Usually the price of the work is discussed at a Business Link at the UK, and
they decide on the level of service to be provided. Usually First Activity is a
report on potential partners, distributors, and general market research. The
Second Activity would be arranging the company s programme, including
booking trips, hotels, interpreters etc. and producing a document outlining
their programme. This is common for SMEs as well as big companies. The
report also has validated contact details, corporate profiles, etc. Then the
UK company can use the report to say who they want to meet and the
UKTI team at the Embassy arranges the programme, if it is part of the work
programme defined earlier. This was called the Programme Arrangement
Service and is now called Second Activity.

However, the Embassies do still meet companies visiting the country
without charging. They can respond to simple enquiries that are not too
time-consuming without charging. Generally their guidelines are that they
can respond to such enquiries or visits with up to an hour s work before
needing to charge.

For more information on the services offered by the British Embassy see
www.britain.cz

www.britishembassy.ee

www.british-embassy.bg



4 Estonia

The Baltic States of Estonia, Lithuania, and Latvia joined the European
Union in May 2004. They have enjoyed the fastest growing economies in
Europe for some years. EU Accession required institutional reform and
development of infrastructure, backed by significant funding and support
from the European Commission.

The Accession process and potential European status of Estonia had a
significant impact on FDI even prior to May 2004. The Bank of Estonia
reported that the sum total of foreign direct investment into Estonia in
2003 was nearly 150% more than in 2002.i After Estonia voted for
accession to the EU, 253 subsidiaries of foreign companies were founded,
which was 45% more than the previous year s figure of 175.ii This growth
has generally continued since Accession to the EU, andTallinn is now a
relatively European / Scandinavian city.

In 2004 Standard & Poor upgraded Estonias long-term credit rating on the
back of a solid economic outlook making Estonia the country with the
second-highest credit rating in Eastern Europe after Slovenia, and on a par
with Malta and Cyprus. S&P said that it upgraded Estonia s credit rating
due to the country s robust economic growth perspectives, the sustained
strength of its public finances, and its growing prospect of joining the
European Economic and Monetary Union (EMU).

The World Competitiveness Survey published by IMD ranked Estonia as
Central and Eastern Europe s most competitive state, taking 26th place in
the world, ahead of countries such as France and Spain and up from 28th
place in 2004.The UK is ranked at 22.

Internet and mobile phone usage per capita is higher in Estonia than it is
in France and over half of Estonians now pay for their parking spaces
using their mobile phones.



The games industry

4.1 Ministry of Economics research estimated that in 2004 the turnover in
the Games Industry was c.16m EEK (£710k). The division between PC and
Console was 65% and 35% respectively. They found that around 17-18
games per year were being localised and translated in Estonia and that
only PC games were being translated. The Ministry estimate that the
market should grow by around 20% per year based on their discussions
with experts in the distribution companies.

Distribution is mainly organised by separate companies making contracts
with big shops and selling their games individually. Only Selver (a large
retail anchor tenant) has made an operative contract with one games
importer to identify the best games to sell in their shops. Now other large
shops want to follow this example.

The company working with Selver is importing games to Estonia, but then
exporting them to Finland, Latvia, and Lithuania. They do this because
games sellers make discounts based on quantity, but as the market is so
small here, games prices are higher, and to counter this they import more
and then export around 47% of their stock. This approach is clearly
important when looking at this and other smaller markets.

Infrastructure and Business Environment

4.2 Estonia is a world leader in ICT. The country has 721 wifi hotspots for a
population of just 1.4 million. The country produced Skype and Kazaa, and
Skype is widely used thanks to the wide proliferation of broadband and
wireless Internet.

Generally it was agreed by companies that the strong infrastructure in
Estonia is important for the successful activities of ICT related companies.
One company pointed to their ability to transfer up to 10 gigabytes of data
to a client each day without any problem and within the cost of their flat-
rate Internet connection, whereas in Russia they would have to pay for the
amount of data transferred and suffer less reliable connections.

The very attractive corporate taxation was universally cited as a benefit to
companies, while the employee taxes were less attractive. However, as the
employment taxes are much the same as other Eastern European
countries, the corporation tax (0% on reinvested profits) gives Estonia an
advantage over other Eastern European countries. The low flat rate of
personal income tax also attracts staff from abroad, especially from the
high-tax Scandinavian countries.

It was felt that foreign companies now outsource to Estonia as much for
quality as for cost. Efficiency and quality were considered part of the work
ethos, making quality higher in relation to cost. It was felt that added value
was as important as lower costs when attracting foreign customers.
Marketing and market research are weak amongst SMESs, as across Eastern
Europe. The Ministry of Economics found that most local SMEs in the
sector had not carried out market research, and were generally unaware of
their competitors, and often knew very little even about the dominant
players in the market. Such weaknesses and inefficiencies in the market
present opportunities for UK companies looking to develop a competitive
advantage.



Piracy

4.3 Piracy remains a problem and is acknowledged across the board, from
companies to government. There are no statistics for piracy of computer
games in particular, but estimates are that in 2005 around 26% of
computer software was pirated, and of this around 50% is thought to have
been games. While a Console game costs 1000 EEK (£44), and a PC game
around 400 EEK (£17), it is possible to buy pirated Console games for 150
EEK (£6.60) and PC games for 100 EEK (£4.50).

Government discussions with importers and developers found that some
are positive about piracy. They say that the pirated products fill the gap left
by poor marketing, and become a form of marketing. Young people who
cannot afford to buy expensive games and therefore would never buy a
non-pirated game get into computer games through pirated software, but
as they grow up and their earning potential increases they move over to
non-pirated games. This was seen as a realistic scenario in an economy
that is growing very fast, and where personal wealth is increasing,
especially for the young generation. This was not a view agreed with by
developers in Prague or Sofia though.

While piracy is a problem, the overall legal framework surrounding
copyright protection was considered to be good. A foreign developer and
company owner said there are good laws. | can be sure | can prosecute
anyone who would try to steal my intellectual property. This is in keeping
with the legal reforms that were necessary for EU Accession. Local law
firms are professional, mainly English speaking, and operate within
European legal frameworks based on German law.
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Human Resources

4.4The general opinion in Estonia was that while there are good
programmers, many of them have moved abroad or have been employed
by the main three technology companies. For that reason programmers
are relatively expensive to hire, especially if they are experienced and
maore senior.

Some companies are already talking about outsourcing their development
work to countries like Bulgaria and to focus on art and 3d animation in
Estonia because of the rising cost of developers. They would prefer to
outsource to a country in the same time-zone and feel that their common
Communist heritage means it is easier for a former Soviet state to work in
a pre-accession Eastern European country than for a Western country to
do the same.

The quality of graduates is improving. Companies recruit directly from the
universities, often working with professors to obtain a list of top students
each year so they can approach them with job offers. The universities have
shown examples of adapting their programming and technical teaching
based on student and employer feedback.

Some students lack general work experience but learn quickly. However, it
is common for many students to have part or full time jobs while they
study, so they graduate with often extensive work experience. Good
students are often supported and trained through university by companies
wanting to capture them when they graduate. One downside is that some
talented students become distracted by their jobs and fail to graduate.

In this market it is easier to find a job in an existing company than to break
through as an independent freelancer. However, freelancers seem to offer
very good value relative to the larger companies, and there is evidence of
small groups of freelancers forming both for marketing purposes and to
form teams for specific jobs.

Costs and Salaries

Animation:

Two weeks of texturing 25,000 EEK (£1,106)
and lighting work

30 seconds of animation |20,000 EEK (£885)

Web Development:

A small static web site 10,000-15,000 EEK
(E442 £664)

Flash animated marketing | 15,000 EEK (£664)
tool (inc. flash, design,
sound, and music)




Staff Costs:

4.5 In a smaller ICT sector company salaries can range from 12,000-30,000
EEK (€531 £1,328) per month (NET)

A top developer or manager would expect nearer 45,000 EEK (£1,992)

per month, which equates to around 60,000 EEK (£2,656) including
employment taxes.

Getting There

4.6 Estonia is easy to reach from the UK, with direct flights from Gatwick
and Manchester operated by Estonian Air and Easyjet. Flight time is
around 2 % hours andTallinn airport is around 15 minutes from the city
centre.

There are many hotels and flat rental companies catering the booming
tourist market. Standard of living for foreigners is high, and whilstTallinn
has become more expensive in recent years it is still considerably cheaper
than London as a place to live, work, or visit.

www.easyjet.com

www.estonian-air.ee

Local resources for businesses interested in working in Estonia:

The British Embassy
www.britishembassy.ee

The Ministry of Foreign Affairs
www.mfa.ee

Estonian Investment Agency
www.investinestonia.com

Tallinn city portal
www.tallinn.ee

Estonian Tourist Board
www.visitestonia.com

New Economy Development, Tallinn & Baltic States
Toby Stone
stone@newedev.com, +372 5665 6652
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5 Czech Republic

The Czech Repubilic is a large Central European country close to both
Germanic European markets, and the other Central European
economies of Hungary and Poland. The Czech Republic joined the
European Union in 2004, and has therefore completed the key reforms
necessary for Accession. However, while the economy is seen as being
very liberal, and is successful, there remains a strong influence from the
former regime in the politics. Being a larger country than Estonia (10
times the population) the games industry is larger and more diverse.
On the IMD World Competitiveness Survey, Czech Republic was rated
36, well up from 43 in 2004 but significantly below Estonia as 26th most
competitive economy in the world. The country s credit ratings are now
the same as Estonia.

The games industry is strong in the Czech Republic, and is located
mainly in Prague and Brno.There is a great deal of overlap between
companies, and two groups of companies are forming under the
publisher Cenega and a new group called Idea Games. The latter was
formed out of the sale of Cenega, so this creates further overlap.
Outside of this are a number of strong independent companies.
Government interest in the sector is low, and both the Czech
government and the British Embassy find some confusion over the
games industry as it involves both creative arts and ICT development. At
the Embassy this was reflected in the games industry being the
responsibility of both the ICT and Creative Industries people from UKTI.

The Market

5.1 While people in the industry know each other there is little
cooperation or interaction between companies. The common links are
mainly Cenega, Idea Games, or not being part of these two groups.
There are no real local market events, except Invex, which is a broader
ICT event without any games focus. The bigger local companies
generally attend E3 and other international events.

The market is dominated by PC rather than Consoles. This is due to
various related factors. With average incomes at around 600 Euros per
month there is very little disposable income for Consoles and the more
expensive Console games. Equally PCs take priority as a purchase
because they have wider applications for a household. Consequently
there are very few Consoles available in the shops. The heritage of
piracy has also limited the attraction of Consoles historically as Console
games are harder to pirate and use. Microsoft never imported the XBox



to Czech Republic so they were only available as grey imports. Microsoft
is said to be opening a division in the country over the coming year, but are
still building their team.

There remains a lack of variety in what the local developers produce, with a
tendency towards war games. There is a movement towards taking the
theme of the Cold War into the games in place of the old Second World War
theme. While the developers are too young to remember pre-1989 they are
closer to the source of information on this era than the previous war.This
could also be influenced by the importance of the German market to the
local developers.

Electronic Arts are moving to Prague over the coming months because they
want a distribution point for Eastern Europe. They may even relocate some
of their senior UK managers to Prague. Currently, however, EA are only
distributing Western games and not working with local developers.

The most successful games locally were Heroes of Might and Magic 4
selling around 20,000 copies. The average local or imported game sells
around 5000 copies.

Games companies are generally tied to traditional distribution methods
within the Czech Republic. In the country it is not possible to pay with a
local credit card on the Internet although you can use a local credit card
to order from abroad. They also have no paypal. They therefore have to rely
on bank to bank transfers or payment on delivery. This will change soon

but people do not yet trust the Internet so are reluctant to provide their
credit card information online. This has not been helped by a campaign by
local banks several years ago saying it was not safe to buy online with a
credit card. Despite this, e-shops are popular, but people are used to
paying cash on delivery.

Infrastructure

5.2 Broadband in Czech Republic developed slowly at first, then the
government became involved in pushing the agenda. The strongest
influence on the market is UMTS via mobile phones. Vodafone is the latest
entry into the mobile market. They bought the smallest phone operator and
changed the name, and are now advertising very heavily to gain market
share.The country has 10.2m people, and 11m SIM cards. Apart from
pensioners, they have full penetration amongst possible users, so
Vodafone, Eurotel, and Tmobile are consequently fighting for mobile users.
CzechTelecom and Eurotel introduced CDMA the first operator in Europe.
The network is unique as it combines CDMA 2000EB with 450MHz
radioband. It is available in Brno and Prague and is ahead of other UMTS
systems.

ADSL is common. The government define it as above 256 kbps. The Prague
5 district has public wifi provided by the local government. However, users
complain that the investment was in the infrastructure and not the ongoing
service, so it is slow. However, the reason for the investment was mainly to
help unemployed and poor people who do not otherwise have access to
the Internet. The Prague 1 District are planning to implement the same
system.

The country is thought to have 340 wifi networks (Estonia has 721 for a
population one tenth the size of the Czech Republic).

13
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Piracy

5.3 Piracy is universally perceived to be a problem, by developers and
publishers alike. With successful local and international title games they
would expect to see OCD patches circulating within a month of release.
With smaller local games it is less of a problem, partly because they cost
less.

Generally it is believed that the cost of the games is the main reason for
piracy. Games prices are the same as in Europe, so it is expensive for
people to buy original games especially as games are for younger people
and they have less money.

EU accession required visible action against piracy, and the government
have made some effort against software piracy in general, for example
establishing a police hotline to report pirated software, but there still are
markets where you can buy copies of anything (software, clothes, shoes)
although the government is working on closing them down. A problem for
the authorities is that so many people using pirated software and games are
under 18 so cannot be prosecuted.

As well as cost, piracy is seen to have a cultural heritage. Under
Communism piracy was the only way to get hold of most games as the
government did not allow such western products to be sold in the country.
However, some local developers think that downloaded and pirated games
do not equate to lost sales because most of the users of pirated software
would never have played the game had they not been able to download or
buy a copied version. They think most of these people might buy one or two
original games a year, and cannot afford more so any other games they
play will inevitably be pirated.

Even developers complained that games were too expensive, and that this
strongly encourages piracy. Equivalent games are more expensive than in
Russia, due presumably to smaller volume sales. It was thought that
whereas games in the Czech Republic cost up to 1600 CZK (£38.80), an
affordable price should be nearer 600 CZK (£14.60), above which the price
encourages piracy.

Another factor driving piracy is the lack of availability of good foreign
imports in the shops. Local developers and players complain of very poor
localisation and translation, which also delays the game from reaching the
market by up to 6 months. Most game players are competent in English,
and especially in the vocabulary used in games (partly because they have
mainly been playing pirated Western games) so they would prefer to buy an
English version that is not spoiled by poor localisation, and which is
available sooner.

Microsoft is perceived to be more active in anti-piracy than the government,
but their repressive approach is misguided and will be counter-productive.
It was believed that people prefer to have a good working game and would
gladly save time searching for downloads and cracks. It comes down to
time over money if a game is too expensive they will invest the time to
find a pirated version and make it work. If the price is affordable they would
prefer just to go to a shop and buy a good working version.

Foreign publishers also encourage piracy through poor marketing and
distribution. Foreign games can reach the market up to 6 months after
original release in the West. This is primarily because the local distributors



have poor contacts with foreign publishers, and because foreign
publishers do not pay enough attention to the market. Equally the
relatively low volumes sold in the market meant the distributors cannot
afford to buy new games as they are released. However, local gamers
hear about new releases and demand new games, so they turn to pirated
version to fill that gap. Some shops are buying boxes of games in the US
and selling them locally. They sell around 500 copies of a game at inflated
prices (1000 CZK [£24.30], which is up to twice the $20 they sell for in the
US).These games are not localised, but just sold in place of any real
distribution for foreign games.

While selling smaller volumes at lower prices may not be so profitable for
foreign publishers, it is considered that this would be a valuable exercise
in combating piracy.

Human Resources

5.4 Most people active in the games industry in Prague and Brno started
in gaming, especially the developers and to an extent the publishers.
Developers generally finish school and go straight into the games
industry. In publishing they find people who had experience in
distribution when it started, or in the wider field (eg. Marketing). Most of
the people in the industry have been involved from the start, and are
unlikely to leave as the industry continues to grow.

Generally staff are trained internally, in part because higher education
does not equip them with the commercial skills they need. What relevant
training there is in arts degrees is mainly delivered by professors in their
50s so it is not perceived to be very good.

Contrary to the situation in Estonia, Czech companies are currently finding
it difficult to source good animators, particularly for complex 3D
animations such as people and animals, while they do not have a problem
finding good programmers and developers.

Staff move around in the industry, so to encourage staff retention some
companies are paying lower salaries with bonuses tied to the success of
specific projects.

Companies consider that the advantage of the Czech Republic is that they
have very skilled technical graduates who are at least as good as their
counterparts in the West, if not better.

15
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Costs

Average salaries in the industry:
For established employees around 30,000 CZK (£728) per month
Programmers 20,000 40,000 CZK (£485.50 £971)
Artists - 18,000 30,000 CZK (£436 - £728)
Top artists 35,000 40,000 CZK (£849 £971)
Students or out of Prague 10,000 15,000 CZK (£242 £364)

A top level programmer would expect up to 100,000 CZK (£2,428) per
month

A typical 3D development of a fully animated character would cost
approximately 30,000 (£728) or one man month, so a fully animated figure
takes the same time as in any country, but costs less. Local designers
would expect a day to make a mesh, a day skinning it, then animations
depends on using hand made or motion capture. If motion capture is used
then they would spend 2 days capturing, and 2-3 days cleaning the capture
data, then 7-10 days going through the animations making sure they are
prepared and looped correctly this is based on one person.This is to get
a large scale of possible movements.

Government

5.6 There will be an election on June 3rd which may impact on any plans
for DTI or business initiatives in the future. Currently the Social Democrats
are in their second term so if the right wing lose this election it will be their
third loss in a row, which will have a clear impact on the political landscape
in the future.There is a concern that the Social Democrats will form a
coalition with the Communists after the election, however it is not clear yet
as they have not published their election programmes. Between the parties
the main differences are in taxation, and approaches to specific
government sectors like education and healthcare. This could affect foreign
businesses in the areas of tax incentives for new and foreign businesses,
and employment taxes.



Getting There

5.7 Czech republic can be reached easily from the London, Bristol and the
North East with Easyjet, and also from a number of major UK destinations
with Czech Air and British Airways.

www.easyjet.com

WWW.CSa.Cz

www.ba.com

Local resources for businesses interested in working in the Czech Republic:

British Embassy
www.britain.cz

Czech Investment Agency

www.czechinvest.cz

More information on starting a business in Czech Republic can be found at
www.doingbusiness.cz.

Czech tourist agency
www.czechtourism.com

New Economy Development, C&SE Europe
Jesse Belgrave
Belgrave@newedev.com +381 638671822

17
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6 Bulgaria

Bulgaria is a pre-accession country and further behind Estonia and the
Czech Republic in terms of institutional reform and economic development.
This offers different opportunities for UK companies. The market is less
developed so there are greater opportunities to find partners early and
develop valuable long term relationships. The costs are lower than the
more developed markets, and there is more flexibility in the market in
terms of people being open to new ideas and approaches.

The politics is dominated by EU Accession, and this is reflected in such
areas as combating piracy and liberalising markets, which are key
requirements from the EU. The country will also be seeing specific
investment from the EU, and from foreign aid organisations in order to
carry through reforms and develop the economy. This is good, as there are
funds, initiatives, and support groups aimed at encouraging foreign
investment.

Bulgaria has been a member of NATO since 2004. It signed the Accession
Treaty to the EU on 25 April 2005 and is set to become a fully fledged
member in 2007. Accession may be delayed by one year, to 2008, if the
government fails to implement thorough reforms in vital areas.
Privatisation and market liberalisation are in a closing stage, with very few
areas still subject to state monopoly. Foreign investment has been rising
steadily, especially in the retail sector, even though the business
environment has a lot of room to improve.

In February 2005, the European Commission passed a positive judgement
on the scheduled April 2005 signing of Bulgaria s Accession Treaty.
Meanwhile, the Commission will continue to keep a watchful eye on how
Bulgaria carries out its promised reforms, notably putting into practice an
enhanced monitoring system to oversee Bulgarias final preparations for
membership.To this end, the Commission will continue to compile annual
reports on Bulgaria s progress towards accession.

The distinction between NGOs (non-governmental organisations) and
commercial enterprises can remain more blurred than in a more mature
market, as can the difference between equity investment and donor
funding. This is to be expected in a market at this stage of development,
and while unusual to businesses used to fully developed economies, it
offers a wide range of opportunities, and as with any market getting in early
reaps higher rewards.



Market

6.1 There appears to have been a lack of specific research into the games
development market in Bulgaria, despite the presence of some important
companies and wide range of related development companies. This was
confirmed both by the British Embassy, who have not been commissioned
by any UK companies to carry out such research, and by the ICT Cluster
who were not yet focussing on the games sector in particular. Yet leading
games developer Haemimont is among the top 50 taxpayers in the country,
by the governments own account, so the industry is not receiving the
attention it deserves.

The business environment is still bureaucratic, and it is necessary to have a
local lawyer involved in establishing and running a local company.
Registering a company can take a long time. English is widely spoken, and
people are generally seen as reliable and hard working. Corruption is still
prevalent in Bulgaria, primarily in government institutions.

As was the case in the Czech Republic, developers had some bad
experiences with foreign and UK publishers and clients. There was a
feeling that some foreign companies believe they think they can get away
with very unreasonable practices when working with smaller Eastern
European companies, so they believe strong business and negotiation
skills are needed on their part.

Companies with experience as outsourcers argued that Bulgaria is not an
outsourcing destination in which to hire 1000 people to do basic ICT work.
They are very close to Europe, and they aim at top IT jobs, offering quality
and professional output in a European environment.

The film industry is big and has received substantial donor support. A
strong 3D animation industry has grown up around this which attracts well
paid work from advertising agencies and has clear potential for the games
industry.

For high level games, up to 5 titles per year get localised. For low tier titles,
almost all are localised. The games players in Bulgaria prefer first-person
shooters and real-time strategy games. World of Warcraft is popular and
demonstrates that Bulgarian users do buy legal games as well as using
pirated games as only legal copies of WoW can be used online.

There is a strong gaming culture in Bulgaria which was supported in the
early days by networks of gaming cafes around the capital. At one point
there were more than 50. However, as PC ownership increases the cafes
are and clubs are dying out.

Games are mostly sold at supermarkets (e.g. Metro and Arena
cinemaplex), and big electronic retail stores (eg. Technopolis and Techno
Market). Games carry the same price as in the West, but lack much in the
way of promotion and marketing for new products.
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Human Resources and Costs

6.2 The development companies say that good quality staff are not easy to
find and foreigners are wrong to assume that salaries and prices will be
so low. They argue that Bulgaria is not a place for cheap labour, and
statistics can be misleading. The statistics for national average salaries are
certainly not representative for the ICT and games development market.
One developer said that when they budget for staff costs they look at the
average salary and double it, and even this is not close to the salaries that
good staff can command.

However, it is possible that local companies fear the arrival of large
Western developers who may compete with them for staff so some of
their opinions on costs and salaries may be inflated.

The average salary is officially £90 per month, however undeclared
income means that the average salary is probably nearer £200 due to
companies paying a large part of salaries in cash to avoid taxes.

There are already well known Western companies present in the market,
including:

SAP 1000 people in a sales of ce and development laboratory

Hewlett Packard building a team of up to1000 people in a service
centre

IBM present here for 30 years
Oracle

Cisco Systems

These main companies are also responsible for absorbing many of the
best graduates leaving the universities, so there is no longer an
abundance of cheap and available talent in the market

Higher education appears still to be of the older model, being very
theoretical and academic, so graduates tend to leave university without
work-related experience or skills. Despite a very outdated curriculum and
teaching material, the universities still produce well educated and
intelligent graduates just lacking practical skills. There is not yet a strong
dialogue between industry and universities to match up their needs.
Industry feels universities are failing to provide graduates with any useful
or practical skills. The universities complain that industry offers them no
guidance on what they need from graduates. The students themselves are
aware of the shortcomings of the system and counter that themselves. As
is the case across Eastern Europe, two key areas of weakness are
marketing and project management.



Infrastructure

6.3The ICT sector is officially a priority for all political parties, and the
emphasis is on pools of talent rather than cheap labour. However, the
government and industry lack any clear marketing message to promote the
industry abroad.

Key related areas that remain to be addressed are the full liberalisation of
the telecoms market and full harmonisation with EU legal systems and
areas such as e-commerce.

Telecommunication is currently the domain of four main providers:

Mtel (GPS and 3G)
Globul (GPS and 3G)
Vivatel (only GPS)
Orditel (computer based)

Mobile phone penetration stands at around 50%, and home Internet
penetration at around 26%. Cable Internet and ADSL are widely available at
competitive prices due to more open competition.

There is no widespread e-commerce due to a lack of international payment
systems. They have developed an alternative to PayPal call E-Pay, which can
be used for paying utility bills and other services.

Piracy

6.4 Piracy is a major focus for the government, but responsibility is still
spread across different departments so there is a lack of coordination. There
is also perceived to be a link between software piracy and organised crime,
with piracy being tied to wider issues of cross border trafficking. The EU
agenda is more focussed on stopping trafficked goods crossing borders
than on stopping the copying and sale of pirated goods in the country.The
legal framework is in place to combat it, but enforcement remains a
weakness.

There appears to have been real progress on the streets. A year ago it was
possible to buy any CD or software from a market for less then 10 BGN
(£3.50) . Although it is still possible to buy pirated games on stands in the
very centre of Sofias commercial district, the sellers are cautious not to put
the pirated games on their stands (instead, they display laminated photo-
copies of games covers) and the prices are significantly higher, going up to
25 BGN (£8.90).

Equally, the Internet games clubs that scattered Sofia until recently are now
mainly using legal copies of games, but the government closed down
several of the largest clubs in Sofia and confiscated over 1000 computers
with pirated games and software installed on them. The government also
shut down a leading search engine for pirated software.

Domestic developers argued that a cause of piracy is that the pricing is
wrong for the market. Prices of games remain far too high. They believe the
prices should be localised. People would buy games if they were sensibly
priced but turn to piracy simply because they cannot afford to buy games. 21
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Getting There

There was a sense that piracy is a greater problem in the US and UK than
in Eastern Europe, but receives less attention there and lacks the EU
accession process which draws attention to the problem in the East

6.5 Bulgaria can be reached from London with British Airways, Bulgaria Air,
and Hemus Air, and from Manchester with Bulgaria Air.

www.ba.com

www.bulgaria-air.co.uk

www.hemusair.bg

Local resources for businesses interested in working in Bulgaria:

British Embassy
www.british-embassy.bg

Bulgarian Investment Agency
www.investbg.government.bg

Bulgarian Tourism Agency
www.bulgariatravel.org

New Economy Development, C&SE Europe
Jesse Belgrave

Belgrave@newedev.com

+381 638671822



/ Estonian Company Profiles

Estonia has very few specific games development companies, but a
number of companies that are relevant to the games development
industry. Being a small country, the market is characterised by each sector
developing one dominant player with a number of smaller companies and
freelancers also in that sector. It is also common to find that companies
tend to generalise rather than specialise, as the local market does not
have the capacity to support many specialist companies.

There is a clear opportunity for UK companies to engage the larger local
companies for high level, larger jobs which will be carried out at prices
lower than the UK but to a high standard, or to bring together freelancers
to carry out specific work. The latter option offers potentially very good
value over the longer term. This would also form part of a strategy to
create subsidiary companies in Estonia to carry out work suitable to this
market.

In particular, the market would be a very good test-bed for mobile games
and technologies. Strong links with Scandinavia, and a very advanced ICT
infrastructure mean that local companies are particularly well placed to
test mobile games, 3G products, and to use a wide selection of phones
with European specifications for QA and testing.

The businesses that UK companies are likely to communicate with in
Estonia are generally run and staffed by people aged 20-35 with good
educations and fluent English. Business practices are European, and there
is an established UK ex-pat community already doing business in the
country.
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— Agris

7.1 Java Development Company Interviewee:

Company Overview
Founded in 1999

Company shrank during the dot.com crash, but is now growing again
with 35 staff expected by the end of year.

Average age of staff is mid-twenties.
Core staff Estonian, management Swiss.

Agris is focussed on providing high quality development, testing and
quality assurance services to international partners.

Being in Estonia allows them to have close links with mobile phone
manufacturers in Scandinavia.

Estonia provides an excellent testing environment:
Small country
Excellent mobile & 3G infrastructure

Mobile aware consumers

The management commented that Estonia offers a good business
environment; compared to their native Switzerland it is either the same or
easier, and possibly less bureaucratic than Switzerland. A main advantage
for them is being located so close to the mobile phone manufacturers in
the Nordic countries with whom they have developed good working
relationships.

The company has produced mobile phone games for the international
market and are interested in developing this area of their work. They are
also interested in having outsourced to them the implementation of the
game, with the client providing the concept and graphics for
implementation to be carried out in Estonia.

They do not think they are as cheap as India, but see a clear advantage in
their having access to EU phones and market understanding so they can be
sure that the games will work across European networks and phone
models. They are building a stock of all the available handsets and are keen
to develop their testing facility for clients. They believe testing has to be
carried out on phones, rather than according to manuals and simulations.

24



Aurora Media

7.2 Interviewee: Madis Laiapea, Art Director (Freelance graphics company)

Company Overview

Specialise in 3D animation, visual effects and design and TV spots and
commercials

1-man company, pulls together teams of freelancers for speci c projects
(up to 5 additional freelancers).

Majority of clients are Estonian advertising agencies

TV is their primary focus, but they can produce graphic elements for use
in gaming

Prices for graphics work in the Estonian market are low, therefore he has
to keep his costs low

Auroras clients are mainly local advertising agencies who need specialist
2d, 3d or video motion animation. While they mainly produce animation for
television, their work would be as relevant for games development
companies and they do not see a technical distinction between the skills
and outputs required.

The company maintains low overheads by using freelancers as needed.
They have a core group of 5 specialists for CG projects, and have access to
other specialists as needed.

They can offer a UK company to bring together a team that can produce
cinematic sequences for animation, or do modelling on a small to medium
scale.

Blue Moon

Company Overview

7.3 Game development company closely tied to Skype.

Founded in 1990s with a core team which has been together since 1986
Had some early games successes, and then leftTele2 to build Kazaa. This
led them to become part of the team that developed Skype

While they are clearly talented games developers, they now work full time
as consultants for Skype
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Elevant

Collective of freelancers working under a shared brand

Focussing on dynamic websites and graphics with custom CMS
solutions

Founded in 2005, but operating individually since 2001

Looking to grow their core team based on increased demand from
clients

Run by three exceptionally talented and professional 17 year olds

7.4 The Elevant brand was developed to help market their work, and offer
an umbrella under which freelancers can operate. The exercise has been
effective, and they believe there are quite a number of freelance workers
looking for such a brand under which to work.

They are currently building a learning management system that will be
sold as a commercial product. The learning system is also intended for
wider use in Estonia. They plan to approach the government with the
application, and have had some interest from individual schools. They
also built the chat application for a dating website for a US company.
They could build beyond three people as there is a demand for a strong
brand under which young freelancers can market themselves. Currently
they could expand to recruit another two designers and one programmer.
To grow the team they need more clients. Then when the work becomes
too much they find more people.They are professional and share a clear
vision for their future work.



NukuFilm

7.5 Interviewee: Kerdi Kuusic-Oengo
Estonian animation company

Company Overview
Founded in 1957
30 staff
They recruit primarily from the Academy of Arts.
Primary focus is on stop-motion animation and at puppet animation

Everything is shot digitally and 3D packages (Velocity) are used for add-
ing special effects

They rarely produce 3D animation at the moment

Their animation has won numerous awards at art house Im festivals
around the world.

One minute of animation costs 200,000 EEK (£8,853)

Takes 8-10 weeks for a 5 minute production; 4 weeks for pre-production
(model making etc.) and 4 weeks for Iming.

Nuku Im produce up to 6 seconds of animation per day

They use labs in Finland and Germany to process the prints

Having started out as a State funded cultural organisation, they have been
expanding into commercial animation. They are the dominant Estonian
animation company and are still largely state-funded by the Ministry of
Culture.

They have produced work for Japanese, Icelandic and Norwegian
companies, but no work for UK companies yet. They are currently
co-producing an animated feature film with a Canadian company. The
Canadians supply a co-director, script and post-production and they
produce the animation. They have found that with their specialisation in
model making they are well placed to produce models for merchandising.
They want to do more movies, and are funded for this by foundations in
Estonia. However, to develop their commercial work they want to do more
co-productions and would like to make a long length animation film.They
are also interested in doing more computer animation.

While they are still developing into commercial work, it is clear Nukufilm
have great potential as a commercial animation company should they be
approached by the right client. They have great creative talent but are
possibly not yet aware of how to focus it in relation to areas such as games
development, despite their clear potential in this field.
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Ringtail Studios & SQAPartners

7.6 Interviewee: Anton lljin (Managing Director)
Outsourcing services company for the international games industry;
market leader in Estonia

Company Overview
Of ce inTallinn, with representattion in Dublin and Los Angeles
50 employees (Ringtail), 25 engineers (SQAPartners):
75% BSc graduates
All English-speaking

Focus on creative assets development (Ringtail studios) and QA
(SQAPartners)

International clients only (no Estonian clients)

The company specialises in 3D modelling (low and high poly):
Texturing

Graphic design and artworks

Levels design

LODs and Morphs creation

Artwork development for mobile games

Quality Assurance

Creative Asset Development for PC, PS2, PS3, PSP, X-Box and Mobile
(Symbian platform)

Have worked with numerous international games companies such as
Empire Interactive, Lionhead, Acclaim, Kuju

They do not provide software development as the local cost is too high.
They are considering setting up subsidiaries in countries such as Bulgaria
to provide development services.

Company is growing by 30% per year

Demand overall is growing for high-poly models and content development
SQA Partners has 25 engineers who test their own work before delivering
to customers. They also offer QA and testing for games. They just received
their licence from Sony so they can offer spec testing for PS2 and plan to
add PS3.

Estonia offers them a variety of advantages including:

Balance between low-cost and quality output

Rates are similar to China and India, but quality is much more consistent
Very little government involvement

Liberal economy

Good testing environment

Western business practices

Excellent IT and mobile/3G infrastructure



Skype

7.7 Communications Company
Interviewee: General manager Estonia

Company Overview
Tallinn: 150 staff; London: 100 staff; Luxembourg: 15-20 staff

Core development team are Estonian, but the company management
are Swedish/American

The majority of Skype s staff in Estonia are graduates with 10-15 years
experience

Skype operate a rigorous hiring process and have a well developed
internal culture

Staff turnover is extremely low with only 5 of the 155 staff having left
since they set up operations in Estonia

Skype are very focussed on the new markets in Asia although all of their
development team are in Estonia. The forecast is that development team
growth in Estonia will plateau in the next year or two as they add more
foreign teams in nearby countries.

Skype are focussed on opening up their processes and API for use by third
party developers, including those in the games industry. They are also
working on releasing an online tool that can be used by third party
developers to integrate Skype more easily. There are over 1,000 external
developers around the world working on projects which make use of the
Skype API.

Skype software is designed to be able to be integrated as a voice
communications layer. The video communications layer is being
developed, but they think the instant chat system may not be suitable for
online games as it is asynchronous and can have a time lag. However, they
are aware of significant use of Skype amongst games players but have not
quantified this.

Significant developmental resources of Skype are focussed on firewall
penetration techniques and routing as each client connects into the Skype
P2P cloud.

Skype are interested in being involved in developer conferences, but
responding to individual developers enquiries is beyond the scope of the
small development team.
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Ziil

7.8 Estonian games development company

Company Overview
One of the few companies focussed principally on producing games
Team of 6 people scaling up to 25 for a speci ¢ project.
Made only one larger game, and a number of smaller games

Their games are mainly educational, and the larger game taught road
safety for children

The traffic game is distributed through a chain of local Petrol Stations who
also has co-branding on the game.
They sold 13,000 units in the Baltics, but believe they could achieve much
higher sales in Finland or Germany, or any larger markets; the traffic game
has been translated into 6 languages.
Their smaller games are for individual companies as downloads and
marketing tools.
They outsource some elements to other companies but overall the main
game development is handled internally. Three years ago the outsourced
the traffic game engine to Blue Moon, who then went on to develop Skype.
Their next game will be focussed on cycle safety, featuring a child on a bike
They want to continue with non-violent educational games. They would like
to see kids in front of computers learning as well as just killing people in
games.
Their key designers have an MA in multi media from the art academy so
they receive design work outsourced from other local and foreign
companies but they themselves often outsource more advanced
programming work to specialist developers.



8 Czech Republic Company Profiles

Cenega

8.1 Games Publisher
Interviewee: Martin Stehlik International PR Manager; Andrea SlEdkovi
International Product Marketing Manager

Company Overview
Based in Prague
10-15 staff
Recently bought by 1C Entertainment, a Russian company

All staff Czech, mostly from the games industry or employed from elds
in other industries such as Marketing

Publish central European games developers from Czech, Poland and
Hungary to worldwide markets

They have a global presence and will be appearing at E3 as part of 1Cs
overall presentation

Approximately 1 in 3 games are really successful, selling around
200,000 units

Cenega have a useful local relationship with the Czech games developers
and see this as their strongest asset with Altar Games and Plastic Reality
being their most important developers. They believe their core developers
offer high quality at a low price, leading to higher profitability in the games
they produce.

Cenega was founded in 2002 and was sold recently to 1C Entertainment in
Russia. The company developed a network of distributors in Central and
Eastern Europe. They are now 100% owned by 1C and are publishing some
of their games. They will be releasing a new title soon, and have two
others in production. They are the only major publisher in the country and
have around 15 titles to their name, to which 1C have added another 60
titles.

As a publisher they aim at all kinds of age ranges and genres, focusing
mostly on the quality of the work.The developers themselves are
dedicated PC gamers and therefore develop primarily for the PC market,
with action and strategy games being the main output.

They said that in the Czech Republic the developers have smaller teams
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and lower costs so when a title is successful they can earn more from it
proportionally, as can Cenega. However, there is less money for marketing
and general product advertising which they feel limits the ability to make
games very successful. Therefore everything works on a smaller scale
except when a game is surprisingly successful.

Cenega do not publish for Consoles at all, but as they are publishing for
international markets they are considering it. Locally, and across the
region, PC is dominant in the market.

Currently they have found that the cost of development for Console as well
as PC does not impact enough on the additional profit they would gain in
their market. They pointed out that XBox 360 has not been introduced to
Czech Republic yet, and it remains unclear when it will arrive; it has
already been reviewed in local magazines, despite not being for sale.
Furthermore, in explaining the popularity of PC over Consoles, they
pointed out that many homes don t yet have computers, so that remains
the priority purchase because it has broader functionality.

Because Cenega has been bought out so recently it remains unclear how
things will develop.They are open to competition from foreign publishers
and distributors, and may lose some of their developers to Idea Games,
which was founded by the former owner of Cenega. Equally though, they
are clearly viewed as a Central European base for 1C who are a large
player in Russia.

Future Games

8.2 Games Developer
Interviewees: Martin Malik and Marcel Speta, Executive Directors

Company Overview
Founded 1999

Produce graphical and 3D adventure games

Their game Black won an award for Best Selling Adventure Game in
German games press

Have a history of minor outsourcing work but prefer a team with a
focussed creative idea to ensure consistent quality to the look and feel of
the games.

Have a staff of 22 to 25 with only a few freelancers. Almost all staff are full
time employees. They consider their company to be medium sized. The
average staff age is 23.

They program in Visual C++ for both DirectX and OpenGL graphics
libraries. 3D modelling is produced mostly in Discreet 3D and 3DStudio
Max. All the tools employed are of common industry standard.

They are very keen to further their international publishing but have had
mixed successes. German publishing has been successful but they had a
bad experience with a UK publisher. They are confident of their ability to
break the Cenega monopoly on Czech publishing.

Producing versions of their games in different languages has incurred
different costs for each market, with some having significant benefits.



Where dubbing in Czech Republic can cost as little as 5,000 this compares
to 45,000 in France and as much as 60,000 in the US. Dubbing can have
added benefits. In Germany they gained added marketing benefits when
they were able to secure the German voice actor who dubs all of Johnny
Depp s roles, generating a higher profile for the game.

They handle their own international distribution but also have relationships
with independent distributors in a number of countries allowing them
some worldwide distribution channels. They like being an independent
developer working directly with distributors, and do not use third parties to
reach foreign markets. In terms of UK and US distribution they would like a
UK company to act as a mediator in their experience this worked very
well in establishing themselves within the German games market.

They only produce PC games. They are trying to get into a development
agreement with Sony and Microsoft but its a slow process and not easy.
They already have an agreement with a US publisher who is interested in
one of their games for XBox but so far nothing has come of this.
Consequently they find that PC remains more accessible, especially as
Sony and Microsoft have proved so hard to communicate with. Locally,
Microsoft does not appear to be interested in cooperation with small
companies so they are now dealing with Microsoft directly in US.They
think it could be interesting to produce a Console game via a UK or
German publisher who already has the relationship with Microsoft. The
obstacle is that they need access to the Sony and Microsoft development
gates.

IDEA Games

8.3 Umbrella Company for Developers.
Company Overview

Established in October 2005 by Slavek Pavlicek using funds gained from
the sale of Cenega to 1C Entertainment in Russia

Incorporates a large proportion of the Czech Developers including Black
Element, Bohemia Interactive, Altar Games and Plastic Reality

Company established to act as Agents for creating individual publishing
and distribution deals in different countries

Idea Games is the brainchild of Slavek Pavlicek, who originally founded
Bohemia Interactive, and Cenega. He also founded the JRC retailer chain
(12 shops). He founded Cenega with foreign investors and some polish
partners covering all of Central Europe as distributors. He also founded
local games magazine, Level Magazine.

After selling Cenega to 1C, Pavlicek founded Idea Games. This ties together
the development studios who were working for Cenega at some point in
the past. This includes:
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Black Element 20 people; wholly owned by Pavlicek
Bohemia Interactive 40-50 people; Pavlicek is a large shareholder

Altar Games 20 people; Taken over by Pavlicek but giving management
involvement in Idea Games to the former owners/managers

Plastic Reality Will work for Idea Games after nishing their last devel-
opment with Cenega

Centauri developers of small budget games based around Czech
childrens books

The companies are developing games directly for Idea Games who will
represent them. Idea is neither publisher nor distributor. If Idea Games like
a game they may invest, rarely, but otherwise they will try to sell the game.
They will go to games events and present a portfolio of games to
publishers. This reduces costs and forms some degree of coherence
between the companies. Between them they have strong contacts into
foreign markets from their past activities.

Idea envisage, in the long term, merging the existing separate studios into
one large studio. It is their belief that the only way to create a competitive
international high volume title is to have a large workforce with an
established track record and distribution network. Currently however, the
individual developers are to remain in their present groups developing
their own titles. They will have an IDEA stall at E3 and at GDC in March.

Mindware Studios

8.4 Games Developer

Interviewee: Karel Papik (CEO)

Company Overview
25 staff
Will increase staff to 35 to meet the demands of their next game
Established with Czech, US and Italian capital.

Producing PC and XBox 3D action games ( rst and third person
shooters)

Custom 3D engine with cross-platform development (PC, XBOX, Linux
and Mac)

Primary relationship with publisher Dreamcatcher, with Cold War
being their main IP released

Won award for their E3 demo for Pre Production game Voodoo Nights

Made Cold War for PC and XBox



Code is developed in Visual C++ with a variety of open source tools utilised
for Linux conversions and other code development. For 3D the company
initially used Lightwave but now use more Maya. Technologically they
appear very aware of the best tools of the industry and are happy to use
industry standard software alongside useful open source technologies in
the development of their games
Their latest game engine is custom developed and features an accurate
physics model, picture in picture abilities, motion blur, pixel shaders and is
hugely comparable to other industry leaders (Half-Life 2 engine, Unreal 2
engine, Doom 3 engine)
Mindware are conscious about selling very genre-aware action games but
with unique gameplay elements. They rely on tried and tested marketing
strategies in order to give their product ultimate mass appeal on the global
market. Having learned a great deal about what the western market would
like from a game (with the clear differences in acceptance of the game
Cold War ) they are making a deliberate and well-calculated effort to
appeal to the western market while focusing on their beneficial position of
having a highly competent development team that can produce a high
standard of game at a fraction of the price of a western developer.
Predicted costs for a fully developed modern action game with detailed
models, accurate physics engine and cross-platform capabilities is
estimated at £455,000. Project Management is handled in a very
coordinated fashion with all code fully documented on a local Wiki, source
code stored in repository and all work hours scheduled and coordinated.
Marketing materials such as presentation videos and demos are handled
in-house.
Finding a publisher and strong investment for their latest game is their
main goal at the moment. Their feeling is that the western publishers are
more than happy with the proposal and pre-production of the product but
are unable to trust a relatively new company from Eastern Europe. They
feel from their discussions with Western publishers that there is a blanket
distrust of Eastern European developers ability to deliver a complete
game, rather than just produce parts of a game alongside a Western
developer. This is unfounded in their opinion, and they demonstrated clear
management skills that matched the very high level of their creative and
development skills.
Although they have been used as outsourced developers they much prefer
to be in a position where they are developing their own IP. They are willing
to work towards Console platforms but in the past have had relationships
with other developers and publishers who have handled the conversion
side. Their source code is thoroughly documented in order to assist later
conversion.
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Pavel Dobrovsky

8.5 Freelance journalist specialising in games

Pavel works as a freelance writer for Level magazine. Level is a local
magazine with some international connections Level is also inTurkey and
Indonesia, and Romania. The magazine is now owned by Fogel Burda
Communications in Germany, but it started as a Czech magazine under
Cenega Publishing (when they were JRC).

Alongside Level Magazine, the main games magazines in the market are
Scorer, which is a Czech magazine for 12-15 year olds, and Gamestar, a
German magazine for 15-17 year olds. Level is aimed at 17-25 year olds and
has strong local editorial control and autonomy from its German owners.
Level sells 40,000 copies per month; Scorer 25,000 copies; and Gamestar
15,000 copies. Each magazine has a cover game for each issue and that is
the main selling point. Being the cover game on Level pretty well
guarantees high level entry to the Czech market.

Pavel was very impressed by Game On in London and tried to do
something similar in Prague, but there was not enough local interest. He
has close personal contacts with developers in the market and was
particularly impressed by the work of companies like Mindware. He
believes that foreign publishers and developers are missing out on great
opportunities with companies like these, and are to blame both for not
making the effort and because most of these companies have stopped
approaching foreign publishers after negative initial experiences.

He continues the point, explaining how piracy is partly encouraged by
international publishers not even sending him review copies of new
games, let alone publishing games in the market at the same time as in the
West. The outcome is that the local market know about new games but
cannot access them in the shops, so they turn to pirated copies as the only
way of playing them.The magazines are similarly under pressure as they
need to revue new games as they are published in the West (and heard
about in the East) but it is difficult if they are not sent review copies.

He would like to see more attention from foreign publishers on the Czech
and Central European markets, both in terms of more dynamic distribution
and marketing, and in terms of tapping into what he perceives as great
talent and opportunities amongst developers.



SCS Software

Company Overview
5 staff
Subcontractor to US publisher Value Games

Makers of successful 3D Truck and Deer Hunting simulator franchises

8.6 SCSoftsTruck games have sold around 100,000 copies in the US alone.
They also sold them in Russia, Poland, and Germany. They think that up to
a third of revenues came from Germany alone.

Games sell for around £10

Programming in Visual C++, 3D development previously in 3DStudio Max
now primarily Maya.

Developing for high-end graphics cards, using DX9 pixel shaders.

All assets managed using Subversion and TortoiseSVN

The company have been creating consecutive sequels for their deer
hunting and truck simulation games.

So far the company has not pioneered its own developments with the
single exception of their screen saver. Almost all work has been through
outsourcing. They believe their advantage is in their value for money and
that they can develop at a third of the price of US developers for 3D
simulation games. So far, their games have been strong contenders in this
market although the majority of distribution is formed from passive selling
in the Walmart supermarket chain. However, they feel they would like to
escape the dependency on outsourcing and sequels.

They would like to develop for Consoles, perhaps the DS, Nintendo, or
even capturing the older PS2 market. However as a small developer they
find the traditional distribution methods difficult and for both their
simulators and screen savers they rely on large publishers for their market
penetration.

They have started truly independent development using their own finance,
using their existing IP to develop a bus driving game. They consider truck
games to be a niche, but in the US they could sell over 100,000 copies.
They hope to produce a good, cheap bus game for the European market.
Then they own their own IP and can access new publishers.

They are also looking at self publishing and distribution online. Recently
they started a new venture with online portal Trygames in order to release
a screen saver with game elements called Ocean Dive. It has already
broken even, so seeing a screensaver work has inspired them to do more
independent projects, including the bus driving game, and a gallery style
shooting/hunting game.

They only sell into the foreign markets. They do not think they could
maintain a business in their own small market, especially given high piracy
rates. Their truck games are popular in Czech Republic, but not enough for
Valuesoft to justify bringing it here officially.

They re not ready to develop their own e-commerce backend here. But
they know publishers are trying to break into these regions. He thinks
they ve sold one ocean dive here, and the rest is global, especially the US,
Canada, Italy, and UK.
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9 Bulgarian Company Profiles

5th Degree

9.1 Digital Content Creation
Interviewee: Silvia Rasheva (Assistant Manager)

Company Overview

Privately owned 3D modelling studio focussing on animation,
compositing, and effects

Games are not their main focus but they consider themselves a
supporting agency for the sector

8 full time staff but expanding
Founded 1993

They mainly use Lightwave, which they say is not the most popular for
games. 2D and 3D design is developed in Photoshop and they also use 3D
Studio Max. They focus on design and outsource all music production.

5th Degree work mainly for advertising agencies. They also work on music
videos and do post production for movies, providing visual effects. They
can work to a set brief or take on creative briefs to develop concepts,
modelling, rendering, and objects. They can work on components for
games, and are happy to work on outsourcing projects.

They have a great deal of experience in artwork for online gambling and
slot machines software and have one major client responsible for a
significant part of their revenues. Their client makes slot machine games for
the Russian, US and European markets. They have been providing artwork
for slot machine games for 2 years, and feel the sector lends itself well to
outsourcing because the front-end can be easily separated from the engine.
She is conscious of the cultural demands of the work, saying that Russia
and America require very different designs and cultural reference points.
With regards to their work with games companies, they would prefer to
produce introduction animations and cut scenes for games, although they
have experience in low-poly modelling and animation of characters in
pre-rendered games.

They are developing a new multi media concept for a childrensTV show
which they previewed at a trade show in France. They are talking to UK
companies about this at the moment. The application allows the user to
enter the TV programme and interact with the environment via SMS,
Internet digital TV and other media.



Black Sea Studios

9.2 Interviewee: Vesselin Handjiev (Founder)

Company Overview
20 staff
Founded in 2001 but the team have been active since 1995
Produced 2 main games so far, Tsar and Knights of Honour

Their title project, Knights of Honor, was published by Sun owers and
distributed by EA

Were a part of Haemimont, separated from them after making Tzar
More experienced than newer players in the market

The only developer that has worked with biggest players like Atari and
EA

They like publishers to invest in games alongside the developer so they
retain an interest in its success over the year or two of development and
support that process.

They are currently working on a sci-fi RTS game that they have financed
themselves and are looking for a publisher. For this they have developed
what they believe to be a ground-breaking 3D engine. They will retain it
until they sell the game, and then may consider selling the engine, if
someone offers to pay enough.

They are talking to Sony and Microsoft about certification for Consoles but
they are being very slow to respond. So they are focussing on PC
considering it to be the best platform for games, and one with good long
term prospects.

The art director of Black Sea Studios is also a founder of the online games
developer and 3D designers forum Graphilla and the company uses this
to source new staff. He also recruits directly from Sofia University St.
Kliment Ohridski, Technical University of Sofia and New Bulgaria
University. They set all new staff an internal test rather than looking for
industry certifications, which they consider to be widely irrelevant. They
have outsourced work to UK professionals when they need help with
translation and scripting, music, and story boards. For example, if he is
commissioned to build a London street his designers lack the local
knowledge so he would look to outsource specific design and localisation
work to the UK.

While they develop mainly for the foreign markets, they do also publish in
their own small local market. They would like to sell more into his
domestic market, with games localised and priced properly for the market,
and distributed professionally. They believe this would allow them to sell
far greater volumes than is normal for a local game. Currently there are
inefficiencies in the market that reduce its profitability.
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BonArt

9.3 Interviewee: Emilia Salmova (Producer)
Joined by Victor Kalvachev, Senior Art Director at Backbone Entertainment
in the US

Company Overview
Art and creative studio focussed on games development

They have strong links with the US market, and outsource for American
games development companies

They have worked on over 60 projects over the last 5 years

Projects have included working for Disney, Atari, Spielberg,
The Incredibles, and some major USTV shows for children as well as a
variety of German clients

15 staff, undergoing expansion

They produced the award winning little the Incredibles Downloadable
and they won a BESSIE award for Blues Room

Creative and art for games animation, modelling, multi-media, web,
creative, 3D effects, environments, characters, from briefs or original
concepts

They work with all applications and technologies
All platforms: PC, Console, hand held

They have representation in the US and would like it also for the UK.

The company is based on outsourcing and responding to the needs of their
clients. They are not focussed on developing their own IP, and will remain
focussed on outsourcing. They have developed the company specifically to
service a wide variety of demands from foreign clients. They work on all
platforms; PC, Console, and hand held, and use mainstream development
tools such as Maja, 3D Studio Max, Z Brush, Fusion, and Flash. They have
over 7 years experience in the games industry.

They believe successful recruitment has been key to their success. They
mainly recruit arts based staff and develop their technical skills. Staff are
sourced from the National Academy of Arts, National Academy of Film and
Theatre, Architecture Faculty and New Bulgarian University. Most of them
have masters degrees in fine arts or architecture. They employ architects to
ensure the highest quality games environments. They have very strong staff
retention and their good reputation helps attract good new people.

Their staff are also well travelled so there are fewer cultural difficulties in
creating localised games for foreign markets. They also pointed out the
value of strong online search engines for finding out what specific local
things look like.

In a day and a half they can produce several concept sketches for a
commissioned artwork (e.g. characters or environment). After the client
picks a few solutions it can take from 5 to 15 days to develop the artwork,
depending on the level of detail. They can do the whole art development,
from concept to final product.



They are happy to start out on small elements of larger projects and see if
that leads to larger projects with clients once they have established a
relationship.

Haemimont Games

9.4 Interviewee: Gabriel Dobrev (CEO)
Joined by Peter Statev (from Smartcom)

Company Overview
Haemimont Games and Smartom are jointly owned
Haemimont are games developers
Smartcom is a telecommunication company
Founded in 1997
Haemimont has 45 staff and are expanding
They are the oldest and largest games development company in Bulgaria
ProducedTsar, Celtic Kings, and Great Battles of Rome

Great Battles of Rome sold 160,000 units in Spain alone, where they had
a very good publisher

They own the IP. All say made in Bulgaria on the box

Parent company is a US based rm.They are certi ed via their US of ce
for XBox and PSP

The company is focussed on developing AAA games for foreign markets.
They mainly develop their own IP, but will work with other publishers on
their IP as well. They mainly work with small publishers in order to get the
full attention and support of the publisher, with attention paid to TV,
marketing, and PR. Their distributors deal with localisation themselves.

In the future they are particularly interested in producing sequels for
games. They believe that there are increasing numbers of publishers who
have produced successful games but cannot justify the cost of producing
sequels due to increased development costs in the West. They believe there
is great potential for these publishers to commission companies like theirs
to produce the sequels at lower costs, making the exercise more profitable
and worthwhile for all involved.

They work with all major software programmes and applications and have
a sophisticated project management system in place. This enables them to
be efficient and work on multiple projects at the same time.

They are currently working on a city-builder simulation set in the ancient
Roman setting, run by their own 3D engine. It is going to be released in
June, published by CDV.

Haemimont see themselves competing internationally in East or West
based on their skills and quality as much as on price.
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ICT Cluster (NGO)

9.5 Interviewee: Tanya Popova (Executive Director)

The ICT Cluster was an initiative of USAID (the US Government
development agency). The intention was to establish a classic cluster
project, but full funding was not obtained, so the Cluster itself grew from
the initial funding for an office and salary. The aim is now to become a hub
for key ICT associations and companies. Their main focus is the wider ICT
and software market, and there is no specific focus yet on the games
industry. However, they exist as a valuable point of contact in accessing the
market.

The ICT cluster felt that UK companies looking to outsource to Bulgaria
should arrive with more realistic expectations, and be prepared for more
bureaucracy and higher prices than they expect. These two latter points are
as much due to deficiencies in the market as they are to unrealistic
expectations of poorly informed foreign companies. There was also a
concern that pure outsourcing leaves nothing behind in the local market
and leads to low motivation amongst the local employees. Greater
interaction is needed and better investment in people for more positive long
term outcomes.

However they were positive about the talent available in the market. There
is a clearly developed games industry in Bulgaria, with associated ICT and
design companies who are already involved in sophisticated work in the
local market and with foreign partners.



Interspace

9.6 Interviewee: Petko Dourmana (Director)

Company Overview

Non Governmental Organisation focussing on developing the digital and
new-media arts sector

Strong connections into the design community
Working to educate designers

Supporting community projects to create greater cohesion in the market

Interspace is an NGO running projects in new media. They have 10 staff,
highly professional and able to raise finance from a diverse range of
donors. They have good connections with the creative industries and
especially 3D designers. They get involved with a wide variety of art and
new media type projects.

They have been involved in developing the 3D design sector, mainly using
foreign aid money. The market has grown well and there will be a 3D
design festival in June called 3d Fest (www.3dbg.com). Thera are also two
big online communities of 3D designers called Graphilla (www.graphilla.
com) and 3DBG.

According to Interspace, Bulgarians use a variety of 3D design software,
but their estimate is that in the wider market 3D Studio Max is the most
popular. There is a problem with the more powerful software such as Maya
because there is no certification in Bulgaria. Cost is also an issue, so people
buy the lower end versions (£1500- £2500). Interspace are using workshops
to encourage people to use Blender, as it is open source. Basic PHP
developers are available, but it is harder for them to find advanced PHP
developers. They estimate there are around 250-300 3D designers in
Bulgaria, but there is a problem with the best designers often leaving the
country to work abroad.
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10 Appendix I: Country Statistics

10.1 Estonia Country Information

Company Overview

Key Cities Tallinn, Tartu

Size of population 1.34 million

Currency Estonian kroon (EEK) — 23 EEK = £1
EU status Member

Key languages

Estonian; English; Russian

Economic Overview

GNI per capita £3,991
GDP £6,21 bin (2005)
Interest rates’ 4.94%

Inpation rateV

4.1% (2005)

GDP growth forecasts

5.5% (2004-2008)

Key industrial sectors

Services: 66.3%

Industry: 29.3%

Agriculture: 4.4%

Telecommunications

Internet penetration (households) 39%(2005)
Broadband availability¥ 30%(2005)
Broadband penetration (households) 20%
Mobile phone penetration 93%

3G availability Yes
Salaries and Employment

Average salary" £347
Average salary (ICT)" £384




Educational Overview

Number of universities 2
Perc. of population with university 25% (2004)
degreeV

Estonia - Credi t Ratings (Fitch)

Country Ceiling

15-APR-2005
Long Term Issuer Default Rating

14-DEC-2005 Revision IDR Outlook: Positive

Short Term Issuer Default Rating

14-DEC-2005 Revision IDR I

Local Currency Long Term Issuer Default Rating:
A+ 14-DEC-2005 Revision IDR Outlook: Stable

Starting a Business (2005)

The challenges of launching a business in Estonia are shown below. Entrepreneurs can
expect to go through 6 steps to launch a business over 35 days on average, at a cost
equal to 6.2% of gross national income (GNI) per capita. They must deposit at least
41.4% of GNI per capita in a bank to obtain a business registration number.

Indicator Estonia Region OECD
Procedures (number) 6 9.7 6.5
Time (days) 35 36.5 19.5
Cost 6.2 135 6.8
(% of income per capita)

Min. capital 41.4 49.1 41.0
(% of income per capita)
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Hiring & Firing Workers (2005)

The difficulties that employers in Estonia face in hiring and firing workers are shown
below. Each index assigns values between 0 and 100, with higher values representing
more rigid regulations. The Rigidity of Employment Index is an average of the three
indices. For Estonia, the overall index is 51.

Indicator Estonia Region OECD
Difyculty of Hiring Index 33 34.5 30.1
Rigidity of Hours Index 80 56.9 50.4
Difyculty of Firing Index 40 41.5 27.4
Rigidity of Employment Index 51 44.3 36.1
Hiring cost (% of salary) 33.0 29.6 20.7
Firing costs (weeks of wages) 33.2 32.8 35.1

Paying Taxes (2005)

The effective tax that a medium size company in Estonia must pay or withhold within a
year is shown below. Entrepreneurs there must make 11 payments, spend 104 hours,
and pay 39.5% of gross profit in taxes.

dicato onia Reglo O D
Payments (number) 11 46.9 16.9
Time (hours) 104 431.5 197.2
Total tax payable (% gross proyt) | 39.5 50.2 45.4

Closing a Business (2005)

The time and cost required to resolve bankruptcies is shown blow.
In Etonia, the process takes 3.0 years and costs 9% of the estate val-
ue.The recovery rate, expressed in terms of how many cents on the
dolar claimants recover from the insolvent firm, is 39.05.

Indicator Estonia Region OECD
Time (years) 3.0 3.5 15
Cost (% of estate) 9 14.0 7.4
Recovery rate (cents 39.1 29.8 73.8
on the dollar)




10.2 Czech Republic Country Information

Country Overview

Key locations

Prague, Brno

Size of population

10.241 million

Currency Czech koruna (CZK) --41CZK = £1
EU status Member
Economic Overview

GNI per capita £2,713

GDP £61 bin

Interest rates

Inpation rate"

1.6% (2005)

GDP growth

4.4% (2004)

Key industrial sectors

Services: 58.8%

Industry: 38.1%

Agriculture: 3.1%

Telecommunications

Internet penetration (households)

199%(2005)

Broadband availability™

5% (2005)

Broadband penetration (households)* 5%
Mobile phone penetration 106%

3G availability
Salaries and Employment

Average salary £425
Average salary (ICT) £815
Educational Overview

Number of universities* 42 (2001)
Perc. of population with University degree® |9,9%
Number of graduates in ICT related yeld* 3,467
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Czech Republic - Credit Ratings (Fitch)

Country Ceiling

11-JAN-2006 Afjrmed |

Long Term Issuer Default Rating

11-JAN-2006 Outlook: Positive
Short Term Issuer Default Rating
F1L__ [11JAN-2006  |Afyrmed | |
Local Currency Long Term Issuer Default Rating:
A+ 11-JAN-2006 Afyrmed Outlook: Stable

The following indicators were taken from Doing Business service of The World Bank
Group. The statistics show that the Czech Republic is more in line with other Central
and Eastern European countries than Estonia.

Starting a Business (2005)

The challenges of launching a business in the Czech Republic are shown below.
Entrepreneurs can expect to go through 10 steps to launch a business over 40 days on
average, at a cost equal to 9.5% of gross national income (GNI) per capita. They must
deposit at least 39.0% of GNI per capita in a bank to obtain a business registration
number.

dicato e Repub Reglo O D
Procedures (number) 10 9.7 6.5
Time (days) 40 36.5 19.5
Cost (% of in- 9.5 135 6.8
come per capita)

Min. capital (% of in- 39.0 49.1 41.0
come per capita)

Hiring & Firing Workers (2005)

The difficulties that employers in the Czech Republic face in hiring and firing workers
are shown below. Each index assigns values between 0 and 100, with higher values
representing more rigid regulations. The Rigidity of Employment Index is an average of
the three indices. For the Czech Republic, the overall index is 24.

dicato e Repub Reglo O D
Difyculty of Hiring Index | 33 34.5 30.1
Rigidity of Hours Index |20 56.9 50.4
Difyculty of Firing Index |20 41.5 27.4
Rigidity of Employ- 24 44.3 36.1
ment Index
Hiring cost (% of salary) | 37.0 29.6 20.7
Firing costs (weeks 21.6 32.8 35.1
of wages)




Hiring & Firing Workers (2005

The effective tax that a medium size company in the Czech Republic must pay or
withhold within a year is shown below. Entrepreneurs there must make 14 payments,
spend 930 hours, and pay 40.1% of gross profit in taxes.

Indicator Czech Republic Region OECD
Payments (number) 14 46.9 16.9
Time (hours) 930 4315 1972
Total tax payable (% 40.1 50.2 45.4
gross profit)

Hiring & Firing Workers (2005

The time and cost required to resolve bankruptcies is shown below. In the Czech
Republic 9.2 years and costs 14% 17.88.

dicato e Repub Reqglo O )
Time (years) 9.2 3.5 1.5
Cost (% of estate) 14 14.0 7.4
Recovery rate (cents 17.9 29.8 73.8
on the dollar)




50

10.3 Bulgaria Country Information

Country Overview

Key location Soya

Size of population 7.45 million

Currency Leva (BGN) 3 BGN = £1
EU status Candidate

Economic Overview

GNI per capita £1,559
GDP £13.7bln
Interest rates*" 6.49%

Inpation rate"

5% (2005)

GDP growth forecasts

5.5% (2004-2008)

Key industrial sectors

Services: 59.1%

Industry: 30%

Agriculture: 10.9%

Telecommunications

Internet penetration (households) 10%
Broadband availability*" 4%

Broadband penetration (households)*Vi 3.7%
Mobile phone penetration 62%

Bulgaria - Credit Ratings

Country Ceiling

17-AUG-2005 Upgrade I

Long Term Issuer Default Rating

14-DEC-2005
Short Term Issuer Default Rating

14-DEC-2005 Revision IDR I

Local Currency Long Term Issuer Default Rating:
BBB+ 14-DEC-2005 Revision IDR

Revision IDR Outlook: Stable

Outlook: Stable

The following indicators were taken from Doing Business service of The World Bank
Group

Starting a Business (2005)

The challenges of launching a business in Bulgaria are shown below. Entrepreneurs
can expect to go through 11 steps to launch a business over 32 days on average, at a
cost equal to 9.6% of gross national income (GNI) per capita. They must deposit at least
104.2% of GNI per capita in a bank to obtain a business registration number.



Procedures (number) | 11 9.7 6.5
Time (days) 32 36.5 19.5
Cost (% of in- 9.6 13.5 6.8
come per capita)

Min. capital (% of 104.2 49.1 41.0
income per capita)

Hiring & Firing Workers (2005)

The difficulties that employers in Bulgaria face in hiring and firing workers are shown
below. Each index assigns values between 0 and 100, with higher values representing
more rigid regulations. The Rigidity of Employment Index is an average of the three
indices. For Bulgaria, the overall index is 44.

Indicator Bulgaria Region OECD
Difyculty of Hiring Index |61 34.5 30.1
Rigidity of Hours Index |60 56.9 50.4
Difyculty of Firing Index |10 41.5 27.4
Rigidity of Employ- 44 44.3 36.1
ment Index

Hiring cost (% of salary) | 32.2 29.6 20.7
Firing costs (weeks 29.8 32.8 35.1
of wages)

Paying Taxes (2005)

The effective tax that a medium size company in Bulgaria must pay or withhold within
a year is shown below. Entrepreneurs there must make 27 payments, spend 616 hours,
and pay 38.6% of gross profit in taxes.

dicato pulgaria Reglo O D,
Payments (number) 27 46.9 16.9
Time (hours) 616 431.5 197.2
Total tax payable 38.6 50.2 45.4
(% gross proyt)

Closing a Business (2005)

The time and cost required to resolve bankruptcies is shown below. In Bulgaria, the
process takes 3.3 years and costs 9% of the estate value.The recovery rate, expressed
in terms of how many cents on the dollar claimants recover from the insolvent firm, is

33.54.

dicato Bulgaria Reqglo O D
Time (years) 3.3 3.5 15
Cost (% of estate) 9 14.0 7.4
Recovery rate (cents 335 29.8 73.8
on the dollar)
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10.4 Sources

Estonian Investment Agency

Estonian Investment Agency

Source: CIA World Factbook, 2006

v Source: World Bank, 2004 (unless stated otherwise)
% Weighted average annual interest rates of short-term (6-12 months)
EUR nominated loans. Source: Bank of Estonia, 31.12.2005
Vi Source: Eurostat
Vil Percentage of households that are connectable to an exchange that
has been converted to support xDSL-technology, to a cable network
upgraded for Internet trafyc, or to other broadband technologies
viii Average monthly gross wages and salaries. Source: Bank of Estonia, 01/2006
IX Average monthly gross wages (salaries) by economic activity; Transport,
storage and communication. Source: Statistical Ofyce of Estonia, Q3/2005
X Total labour force aged 15-74 with tertiary education, divided by to-
tal population aged 15-74. Source: Statistical Ofyce of Estonia, 2004
Xi Percentage of households that are connectable to an exchange that
has been converted to support xDSL-technology, to a cable network
upgraded for Internet trafyc, or to other broadband technologies.
Xii Source: Czech Statistics Ofyce, 2005
Xili Total average monthly gross wages and salaries
(actual persons). Source: Czech Statistics Ofyce, Q3/2005
Xiv Average monthly gross wages and salaries (actual persons); Compu-
ter and related activities. Source: Czech Statistics Ofyce, Q3/2005
XV Higher education institutions. Source: Ministry of Education, Youth
and Sports, Centre for Higher Education Studies, 2001
XVi Persons with university or higher professional school
education. Source: Czech Statistical Ofyce, 2004
XVii Number of tertiary graduates in 2003 in the yelds of science, mathematics and
computing. Source: Statistics in Focus 19/2005, Eurostat, December 12th 2005
XViii Interest rates on new business on short-term loans denominated in EUR for
non-ynancial corporations. Source: Bulgarian National Bank, December 2005
XiX Percentage of households that are connectible to an exchange that has
been converted to support xDSL-technology, to a cable network
upgraded for Internet trafyc, or to other broadband technologies
XX Source: Bulgarian National Statistical Institute, 2004
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