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Guide for unstructured interview with firm managers in IT and Pharmaceutical/cosmetics sectors in Bulgaria

1. How could you describe the establishment of the company – there the main people came from? That was the initial specialization of the firm (dominant activity, products, services)? The first customers?

2. What have been the key partners of the firms, which contributed to her development?

3. Could you provide description of the main stages of firm development during the 1990s? 

4. What have been the major influences the firm has experienced during these stages – general economic and political environment in the country; key technologies in the field, etc.
5. What are the your expectation for the future?

The case with PROEL company 

http://www.bulgaria.com/newteck/proel.htm;  www.proel.bgon.net
(Based on interview with the president of the company Krasimir Yanev)

1. The establishment of the company

The PROEL firm was established in the spring of 1991 from the “Parallel processors” Department of the former Institute of microprocessor systems (IMS). In its turn, the Institute, previously a branch of the Central Institute of Information Technology (CIIT)
 had become autonomous in the second half of the 80s. The staff of the department of around 40 people went to work for the new firm.

2. Initial specialization of the firm

At that time the parallel processors and the systems of such processors were build by specialized integrated circuits called “transputers”. The word is a derivative of transport and computer. For a long time the transputers, which were building elements of the parallel processors, were imported from Western countries, while the parallel processor systems were designed in Bulgaria. About that time it was a complicated task as it involved the elaboration of relevant algorithms, compilers and programs based on the principles of parallel computing.

In the 80s and early 90s the main customers of the parallel processors were the military, secret services and some research laboratories in the field of nuclear physics, meteorology, space research, etc. Among them, for example, were the Kurchatov Institute of nuclear research and the Aviation Academy in Moscow. The simulator for the cosmonauts of the Soviet Buran shuttle was also made of this class of processors. A parallel processor whose hardware was produced by the same department, which founded PROEL COMPANY, guided the unmanned flight of the Russian shuttle “Buran”. Upon its setting up, the firm was working on a contract (the last one) for microprocessor systems for Russia to the value of USD 28 million. It carried it out together with colleagues from another department of the IMS, which was also privatized as PARAFLOW company.

3. Main stages of firm development. Key partners of the firms

Down the period from the accomplishment of the contract to the end of 1991, the firm tried to keep the R&D as its field of activities. For example they tried to design a new parallel processor systems, but the computer aided system for testing integrated systems alone cost DEM 20 000: “When doing research, one does not pay attention to the details, such as the fact that the processor base alone costs USD 500. We had hard times because large-scale projects were no longer advanced; the state stopped granting subsidies and even withdrew completely. What is more, we were made equal with swindlers who were engaged in shady deals and even with criminals. For example, a short time ago I wanted to get a loan of USD 100 000 from a bank. The bank officials asked me to deposit USD 150 000 as a guaranty. When we offered office equipment, they laughed out and advised us to pawn our houses”.

Basically, the firm works with Bulgarian plants. It introduces specialized computer systems in them and also provided consulting for about choosing one or another system. In 1992 PROEL signed a contract with the Bulgarian Telecommunications Company for a computer system to check for technical failures in the automatic telephone switches. When an American colleague understood what we were doing, he declared in public: The PROEL people use computer systems for space shuttle flight control to operate 1928 model automatic telephone exchanges.” 

Under these circumstances it was very difficult to do research in Bulgaria and, consequently, from 40 people in 1991, today (1999) there are only 8 of still working with the firm. Initially the company was owned by 10 partners, while in 1999 they ware 4 because, as the executive president put it,  "partnership means securing payment first for the employees and than for ourselves". When profits went down, people started quitting. So the company lost some of its good professionals being moved to AVI (Canada) - the largest producer of video controllers, others at CORELL (USA), etc.

In 1993-94 and 1995 PROEL tried to establish contacts with Western partners. Jointly with an English university and several universities in Bulgaria and in some other countries, it worked out a system of teaching students in parallel programming. But the project completed and nothing ensued. For some time they worked together with a German company on designing a system of virtual reality. The system had to be exported to USA but the Germans failed to reach an agreement with their American partner, and nothing came out of it.

The main project PROEL launched in partnership with Bulgarian Telecom, suffered a lot from the constant change of government (Over the period 1991-1998 seven cabinets were in power in Bulgaria):  "The first order every new boss at Bulgarian Telecom would issue on taking office, was to cancel the contracts his predecessor had signed. Consequently, we started and suspended work on the project several times until one day they gave it up. They have not liquidated their obligation to us yet which runs to USD 12 000. Suing them is of no use, neither is it possible to make them pay off their debt. The most they can do is give us our money back according to the forex rates of 1994-1995 but then the sum will be ridiculously small. There should be a mechanism, which will provide for the state to undertake part of the risks and brunt of research. There is a difference of principle between research and work with materials supplied by the customer. Some colleagues of ours went to work for a French firm, which bought part of the Institute of microelectronics next-door. The Frenchman comes along with the article (integrated circuits with a low level of integration) and what they do is only multiply it after which the Frenchman takes the article back home. True, new jobs are created and they make some profits but they do not get involved with real R&D. In the meantime, we worked out an automatic reading system for telephone impulses, destinations, etc. It took us three years to design it. We started from zero and when we had an almost finished product, there was no one we could sell it to.

Narrow as the market is today, we have to sell the results of our research at reduced prices. However, there is an upper limit below which quality starts going down. Earlier we made fewer mistakes although more people worked with the firm. The reason is that whenever someone of us got ill or leaves for some other reason, the rest would undertake to do his or her work. There are certain standards in doing research. Unwritten as they were, people were well familiar with them and never failed to observe them. It was not easy to teach a newcomer how to do research.

Interestingly, during all these years things got distinct. If you work for a firm, you get a good salary provided you are gainfully employed and your work yields good results. And if you have a government job, you are paid less but regularly. I find out that many people prefer to be state employees obviously attracted by the guaranteed right to a sick leave, paid annual leave, insurance. Being in the civil service has not undergone any changes although it had to. The state should have got rid of the good-for-nothing and accepted into its service diligent workers only."

Down that period PROEL re-oriented its work to computer communications. They design and sell ISDN exchanges, e.g., communications within a corporate network. They claim the problem is to set a balance between the capacities of a telephone exchange (office ISDN) and the capacities of a local computer network (LAN). For example, a sophisticated digital exchange satisfies the needs of 90% of consumers, while for the remaining 10%, the use of LAN may prove indispensable. However, an ISDN board for a personal computer costs USD 1000, while LAN technology is much cheaper. Today only banks are able to afford it. Therefore, further R&D becomes essential.

5.General economic and political environment in the country

The PROEL experience is indicative of developments of R&D in Bulgaria where, as a whole, few firms managed to do research in the 90s. One of these firms is DATEX (set up by colleagues from the Institute of robotics in 1991 and which started its business by selling cash registers and other consumer’s electronic equipment):  "DATEX proved in a more advantageous position than our firm because it managed to promote its activity in due time by way of sales. We also have a sales department but we started selling much latter and in smaller quantities. But restricted as the volume of our sales is, they account for 60% of our profits. DATEX accumulated much bigger reserves which on a later stage, it invested in research. It designed and now exports its own family of cash registers."

In all likelihood, conditions to do research in Bulgaria today are favorable in the Bulgarian Academy of Sciences only. However, research there is funded by the state. There has been recently some talk about high-tech parks as a form of assistance but we are yet to see what will come out of it.

6. Expectation for the future.

Competition is high. However, our advantage is that we have gained experience in designing computer systems for telecommunications and parallel computer systems, in general. For some time now we have been the exclusive representative of DEWOO-TELECOM for their office exchanges. We carry out other activities too, such as designing specialized hardware, applying new operational systems (Lynox) basically because of the problem with licensing Microsoft hardware. Also, we are an Internet provider, design Web pages, have a special department for trading in electronic components and providing related professional advice."

But there is not much left from the previous scale of research. And now only 8 people remained involved in the business.


The case with ABACUS Company 

www.abacustrade.com
(Based on interviews with two consecutive managers of the company managers Bojidar Petrov  and Plamen Stoyanov, as well as with financial manager – the sister of the owner, who run the mother company ABACUS USA).

1. The establishment of the company

The company was one of the few in the country engaged in the field of medical telematics. It has been sub-contractor of SAGEM (French T&CC company) for the project of building National System of Medical Urgency. The task was to integrate computer database, voice messages by telephone and radio in a single interactive system both at regional and national level. 

The company was established in 1990, when his founder and present owner left the CIIT together with few of its colleagues. In 1992 he move to USA and established ABACUS USA, which specialized in Internet sector. Since 1992 professional managers managed the firm, all coming from former Bulgarian state-owned IT enterprises.

2. Initial specialization of the firm

“Initially the company found a niche in the field of information technologies. These were an average type of computers - non-assembled, neither yellow, nor bearing an established trade-mark. However, their technical parameters satisfied even most choosy clients in Bulgaria. The producer was the DTK company and, actually, we were its first official distributor in this country. We animated the market and these computers started selling well. Then we took part in several large-scale projects, for example, we are one of the founders of the Internet network for ten universities in Bulgaria.“ (form the interview)

Structure of the company:  - ABACUS has two departments. One of them is for information technologies, and the other one deal with petrol derivates. It consists of a group of three people who had an official contract with the Neftochim refinery, supplied with the so called black fuels, mostly fuel oil, for enterprises which had no petrol stations. This side-line activity helped the firms to got financial resources without using bank credits. Also, it proved a very positive asset during the period of hyperinflation in 1996, because “we operated our own resources and did not incur significant losses as a result of the devaluation of the national currency. When you operate your own resources, you know what currency to convert them into, where to invest, etc.”

The main activity of the computer department was building of LAN/WAN networks, selling complete computing machinery, participating in tenders for IT projects, including software projects. However, we had to hire software specialists as we did not have our own personnel in software. Actually we had one specialist, but he rather attended to the needs of the company and did not get engaged in the designing of applied programs. 

3. Main stages of firm development 

At the first stage since 1991 until 1996-97 the company had been a wholesale importer - delivery of complete equipment for computers - boards, hard disks, monitors, all components, including software... After 1996 some of the employees quitted. Since then the whole business has been steadily going down! The company is doing multimedia too - until 1996, 60% of its output were multimedia products, e.g. sound cards, loudspeaker systems for them, multimedia facilities - video and sound. We had our first contacts with Creative in Singapore 1991. As a result, we became their exclusive representative for Bulgaria and now we are their first distributor in Europe.

As a second stage after 1996 the computer networks have come into their own. After 1996 the sales of multimedia products slumped from 60% to 5-6%, whereas there was some upsurge with networks because prices went down. Price reduction of the technology promoted the distribution of the networks. It proved much cheaper to connect two computers by means of two boards and cable than buy diskettes and operate with them. Because, all of a sudden, carriers became too small and there are programs of many megabytes. Also, you need a special device to transfer files from one computer to another and it will cost you a lot more than to connect them in a network. Prices really went down - some network boards cost less than USD 20. We saw how the Bulgarian banks, for instance, went from one extreme to another. They swung to a network of personal computers. True, they are much cheaper but at the same time they are extremely vulnerable, especially, when the consumer is a bank. Anyone, unauthorised persons included, can enter the system, even of special organizations like police, Bulgarian Civil Aviation, etc. The PC based networks are open systems. Open languages were created - something really good but their unintelligent and ineffective application resulted in unsuccessful decisions, which, in turn, led to huge financial losses.

So, we have been designing local networks since 1992. We were one of the first importers of Novell software for local networks management for banks and large-scale organizations - foundations and others, including state-owned enterprises. In terms of percentage, our main consumers were banks, the Bulgarian Civil Aviation and Sofia airport. However, we had the knowledge and the know-how even before we started work at the company. We were also proficient in mini local networks. The point was to go upward down and not the other way about. It was even in late 199s too prematurely to have networks like Intranet or VPN (virtual private networks). True, there some successful projects, but to do something of real value, of the Metro class, for instance, they need to have good software. You may not know but 50 km of cable have been laid in Metro for the computers alone. You can imagine the class of computer equipment they use there. There are few such Bulgarian companies yet...

After 2000 the company has entered its third phase of development, redirecting its activities in Internet business, being Exclusive Representative for Southeastern Europe and Middle East of Rodopi Billing software, produced for Norht-American market of its its sister company АBАСUЅ America Inc., San Diego, California.
4. Key partners of the firms
The main problems ABACUS experienced during the 1990s were the problems for the whole branch: “…early in 1993-94 we had a savage capitalist market in Bulgaria, no arrangements were made for relations between the companies to be loyal, competition was unfair and we had all kinds of failures. At that time several people - me and the managers of RISK Electronics, DATECS, SIS Electronics and of several other companies embraced the idea of founding an association - Bulgarian Association of Information Technologies (BAIT) in an attempt to regulate these relations to the benefit of the whole branch. On the other hand, the setting up of this association was expected to provide for the maintenance of relations with the cabinet at all times. During that period many governments came and went, we contacted each one of them and together tried to find solutions to the problems.” (from the interview with Bojidar Petrov)

This association helped the branch a lot because it pooled the efforts of many people – by 1999 they were 60 (individual and collective members), now they approach 150! They joined hands and managed to score quite a few successes in the past few years: The struggle for the protection of intellectual property was of paramount importance. Besides, they stand out for the priority of information technologies in the strategic tendencies and national interests of the country. They were successful in provoking the cabinet to write some report or project and outline the tendencies. Last but not least, they combat illegal import or, in other words, evading laws, etc. BAIT also drafted a Code of ethics and all members are obliged to observe it if they should stay in the association. 

6.General economic and political environment in the country

“ In 1990s the state has more or less withdrawn from economic life. This is not commendable because the state must exercise control, set regulations, provide guidelines and steer the strategic trends in the different branches in conformity with the national interests. There is nothing of the kind at present and, thereby, we are trying to prompt some dialogue. About three years ago we had a meeting and we invited an eminent MP (Svetoslav Luchnikov). First, he is on the legislative committee and secondly, he is himself a specialist in the branch - for many years he worked at the Central Institute of Information Technology (CIIT). We had a serious talk with him to discuss these issues. We had received information that Parliament in Romania and to our shame, in Albania too (his self-confidence is apparent - I.Tch.) had passed a law on “Guidelines for the development of the information technologies”. One of the reasons to discuss this law in Parliament had been forthcoming EU integration and one of the conditions for admission is for the applicant country to have developed telecommunications and information technologies. We wrote to all ministries and sent a copy of the letter about the decision of Romanian Parliament to the premier and the president. The result was the setting up of this commission at the Council of Ministers, which is to map out the main trends. Work to this end is still in progress ... We understand that the state cannot spare funds to subsidize the branch, but it can support its activity by drafting regulations and enforcing laws. It is about time because many good specialists left and no one else is eager to come and take over.”


The case with BIOTEAM Company 

http://www.bioteam.com
(Based on interviews with president and marketing director of the firm – Todor Zahov and Petja Petrova)

1. The establishment of the company

The Bioteam company was set up in 1992. “Bioteam develops software to orders placed by clients. 90% of our produce are earmarked for export to foreign markets. We have been carrying out this type of activity since early 1994”. (interview with T. Zahov, p.1)  

The company develops office and industrial automation software. Since April 1997, BIOTEAM has been a member of the ORACLE Alliance.

The daughter company Spectrum Net is an Internet company set up in 1996. It is specialized in the installation and maintenance of integrated information services for a high-speed and high-quality Internet access. It is a provider of a first level for the country and is a leader among the private Bulgarian Internet providers of the same level. Since 1997 it has been a daughter company of Bioteam. As a daughter company, Spectrum Net is a fully integrated into the structure of Bioteam.

Bioteam is managed by a president and vice-president. Spectrum Net is directly subordinated to them. Bioteam is divided into departments that are common for Spectrum Net:

·  Software Department - the largest department with a staff of 20-30

·  R&D (its manager is the vice-president)

·  Department for the hardware facilities maintenance

·  Quality assurance check department

·  Administration department including Accountant’s department

·  Marketing department

·  Sales section that is integrated into all these departments.

The technological facilities of the company were discussed only in general terms. In my judgement, Bioteam has the latest Macintosh and PC models in its software department as well as UNIX-based servers, MS Windows NT and Novell.

2. Initial specialization of the firm. Main stages in the development of the company 
Set up in 1992 as a small company specialized in computer hardware assembly and maintenance and software production. In the beginning almost all its employees were from the Bulgarian Academy of Sciences. By and by, the production of software to orders of clients evolved into the main activity of the company. 
In the early 1994 this activity was further promoted when Bioteam signed its first contract with Siemens Electrocom Gmbh (formerly AEG Electrocom Konstantz, Germany). In 1997 the company responded to the world tendencies and took up Internet technologies. To develop this new activity, it bought the Spectrum Net company which had already established itself on the Bulgarian market as an Internet provider. In 2001 the Spectrum net was sold for USD 5 millions to an Austrian Internet company.

Market and main clients of the company - Basically BIOTEAM is oriented to the production of software to orders placed by SIEMENS – Germany, which constitutes around 90% of its output. In Bulgaria the clients of Bioteam are “Ministry of industry, Commission of securities and stock exchanges, ... and private companies , ... both small and large-scale”.

Daughter company Spectrum Net has several types of clients: - first level Internet providers - Naturela agency, Digital systems, Ex Co Net, Data Com; second level Internet providers - e.g., companies which do not have international providers; end users of Internet. (“We already work with the whole spectrum of clients in Bulgaria - from co-operative clients to private subscribers”.)

4. Key partners of the firms 

Main partners in the business are Bulgarian Telecommunications Company (BTC), SIEMENS “... basically, we find it difficult to find new partners, foreign companies have minimum trust in Bulgaria” (Interview with T. Zahov, page 2)

Competitors of the company: “... I can’t speak of competitors, I would rather call them partners. As soon as two big providers establish relations, they can no longer compete each other ... they are mutually dependent and must thereby behave as partners”.

The interviewees said that the most unfair competitors were the small companies, Internet providers:“ They have been dumping prices all the time and this is competition proper. Big providers do it too but it is commonly practised by small companies in the main, and they thus seek to win new clients” (Interview with P. Petrova, page 3)

Bioteam cannot have competitors because it fulfils orders placed by foreign clients and by force of long-term contracts. Generally, their competitors can be all companies, which produce software for automation, “However, there is a place for everyone on the market because the best in this business are few...”

Management of the firm:  “The ability to forecast the profit/expenditure ratio is indispensable. However, this is a purely financial parameter. What deserves more attention is the flow of money and also, we must pursue the investment policy we have adopted. Other indices are our clients, the services we offer them, the prospects for the development of the company in relation to available clients and to new clients, the world tendencies in our fields”. (Interview with T. Zahov, page 2)

 “Well, the most important decisions are discussed on the level of president and vice-president, as well as with all employees who can advance some interesting ideas... We try and take decisions in conformity with the opinions of as many people as possible. However, this does not mean that we must comply with their opinions at all costs. Management is more or less centralized and this is what makes it quite efficient”. (Interview with T. Zahov, page 5)

 Main problems 

“... Finding new partners is a matter of some difficulty and also, foreign firms have minimum trust in Bulgaria”.  (Interview with T. Zahov, page 2)

For Spectrum Net the main problems arise from its interaction with Bulgarian Telecom:

·  low quality of the telephone lines (as hardware)

·  low quality of the communication, especially along the trunk lines - BTC does not guarantee the transfer of more than 9,6 kbps along an analogue route, the limit for such a route being 33,6 kbps

·  absence of digital routes which provide for a bigger capacity and better quality of the telephone communication, except in several large cities

·  the long time it takes BTC to respond in the event of technical failure in the telephone network

·  thefts of cable, though reduced in number of late, and the failure of BTC to cope with the problem quickly and efficiently

“Our main problem stems from the poor quality of telephone communication. In Bulgaria the whole Internet traffic uses the communication system of BTC. BTC is slow in responding in the event of problems which runs counter to the requirements of the present day. For example, trouble clearing takes the company from half to one hour and you can image what this means for a client which uses a telephone line. There used to be many cases of stolen cable before and then it took BTC much longer time to respond. Another serious problem is the poor quality of the telephone communication, especially of the trunk lines. For example, BTC guarantees the transfer of not more than 9,6 kbps along an analogue route, the limit for such a route being 33,6 kbps. This means that an Internet provider in a small town must have an incoming traffic of 9,6 kbps but then it cannot guarantee all consumers high quality services..

Unofficially, we take up the initiative and try and resolve the problems for ourselves. For instance, we have people in the firm who monitor the functioning of the network day and night. In the event of break-down, we remove it and sometimes our clients do not even understand that there has been a technical failure. Should a problem involving BTC arise, we do not wait for the company to respond but go and check the failure for ourselves and insist that the company removes it as quickly as possible. But we must take care of everything. For example, licensing pursues commercial aims only and is of little assistance for the firms”. (Interview with I. Zheljazkov, page 1)

5.General economic and political environment in the country (Relations with the state): - The main problem are the taxation laws and the VAT law. The latter seeks to curb double-dealing and sharp practice in this country which makes it impracticable for those who observe it. Also, the bureaucratic apparatus is very sluggish.

“... the taxation laws and especially the VAT law, create serious problems. Some articles of the VAT law are not formulated properly. This is easy to understand because even in the sphere of law-making there are people who get involved in underhand dealings. In an attempt to stop malpractice, the state cut off all abnormal methods of work but I do not think that even normal companies can already function effectively. Everyone can come here and check it for himself. Furthermore, the administration is slow, inactive, many things are poorly organized. All this generates hardships. With regard to administration, we work under more difficult conditions compared to any other country, but on the other hand, private business in Bulgaria is not so much competitive.” (Interview with T. Zahov, page 3 )

6. Expectation for the future. (Strategies for the technological development of the firm):

 The strategy of Bioteam is to produce high-quality software in order to be able to preserve its positions on the rapidly developing market. Furthermore, technological updating inside the firm is indispensable - with regard to the qualification of the staff and the technological facilities. The experience and the demands of the clients establish innovation as a manner of behavior of the clients and the company alike.

“... it must stand on the market as a company that employs the latest technology in its field of activity; this field establishes innovation as a manner of behaviour of our clients ... Technologically, the company must be on the highest possible level. .... some decisions help us improve the quality of our work. This is a continuous process, software calls for a high level and, therefore, we must make headway”. (Interview with T. Zahov, page 4)

“We constantly invest in new technologies and machines especially for Spectrum Net. Regarding marketing, our market does not respond the way textbooks describe it. Decision making about end clients is a bit complicated. Price divergence, insignificant as it may be, always works on them. Also, many of them do not have a clear idea of the engineering characteristics of the services and that is why, they cannot estimate properly whether the price corresponds to the quality of the services. When it comes to big consumers, for example, leasing a telephone line, the problems are solved by experts. They estimate the tenders and choose a provider from among the applicant companies.” (Interview with P. Petrova, p. 4)
� When in the late 1960s Bulgaria decided to specialise in electronic industry, a government decree arranged for 20 top graduates from the corresponding specialities at the Technical University of Sofia to be employed directly at the Central Institute for Information technology (CIIT). The prescription lasted for more than two decades and has led to truly elite R&D establishment – in 1988 it consisted of about 4000 employees (of them more than 2000 highly qualified engineers). In 1994 it staff was bout … 40 people. In early 1990s former CIIT members could be found in prestigious IT companies in USA and Canada. They formed also some of the most successful private IT firms in Bulgaria. 


� Indicatively, no one of the interviewees agreed to answer my question about the history of the company and each of them skipped the period from 1992 to 1994. For them the company was actually set up after an agreement was signed with SIEMENS. Much to our surprise, there is no information about this two-year period in the official report too. The unwillingness of the employees to talk about these years was not because at that time the company had been underdeveloped or there was nothing really worth mentioning. I was left with the impression that something of the early history of Bioteam was intentionally kept secret. It was a good guess and it was confirmed at my informal talks with two young programmers who knew nothing about the activity of the company in 1992-1994.
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