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INTRODUCTION

Introduction

,, Slovakia is a small country full of great
ideas. The startup ecosystem is fairly young as
the first steps of getting to know each other
and starting to collaborating were taken in
2009. All off the activities came from the com-
munity and entrepreneurs. Now the ecosystem
is slowly maturing. There are more players
involved, and the government is realizing the
potential of innovation, and the added value of
these businesses for the economy.

Startup founders understand that the life of

an entrepreneur is exciting and challenging at
the same time. A several Slovak startups have
turned into successful companies with global
reach. Pixel Federation, Sygic and other with

a global reach such companies now fall into the
category of scale-ups as defined by Sherry Cou-
tu in the Scale-up Report!. These are the stars

{ everyone is looking at.

Petra Dzurovcinova, Executive
Manager at the Slovak Alliance
for the Innovative Economy

t Definition of scale-up: Scale-ups are enterprises with average annualized growth in employees (or in turno-
ver) greater than 20 per cent a year over a three-year period, and with 10 or more employees at the beginning
of the observation period. The Scale-up Report on UK Economic Growth - http://scaleupreport.org/
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Aeromobil, one of our most famous startups,
managed to bring together a highly profes-
sional and skilled team, a unique product and
an international audience. They are also a great
example of a startup that breaks the stereotype
and was founded by driven and experienced
professionals. There is an increasing number

of people who decide to start their own busi-
ness after gathering some experience working
in a company. Their primary goal is not the spot-
light and media attention, but to create innova-
tive products that are unique and well-received
across the world.

We can see that there is no lack of ideas

in Slovakia and the V4 region. What we need
is good policy, a stable legislative environment,
skilled professionals and resources so that we
can create a world-class Slovakia.
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INTRODUCTION

Executive summary

1 Slovak startups are young. 60%
of them have incorporated in the last three
years (2014-2016)

2 78% of Slovak startups look to

global markets. The majority of them want

to, or already export to the US (43%) or EU
countries (65%). Only 30% of them are looking
at markets in Asia

3 There is an increasing number of female
founders. 30% of founders are women. Women
are also represented as employees (41%)

| 83% of Slovak startup founders
are aged 20-39

5 Most of the startups (39%) are in the
Validation/ Pre-seed stage: they have a beta
version or tested prototype which they are
fine-tuning through incubation and acceleration
programs in the Efficiency/ Seed-stage: product
put on market, early revenue from sales, trade
model established

6 Among the biggest internal challenges
for them are investment and human resources.
Externally, the biggest issues are concerning
export and entering new markets, tax systems
and legislative framework
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7 They are either financing their ven-
tures through their own capital (87%), busi-
ness angel (30%) or through a VC fund (local
and abroad) 24%

8 Over 50% of them are developing a
new product or service in the top three the
fields of web services (26%), SaaS (26%) and
mobile software services (23%)

9 They are also planning to grow in the
number of employees in the next 6 months,
47% of them want to hire 1-3 employees and
33% already did in the past 3 months
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1 O 45% of them are planning

to open a branch abroad

1 1 68% of them are registered as
a business in the western part of Slovakia,
with Bratislava representing 75%

1 2 70% of companies are limited

liability companies registered in Slovakia
(s.r.0.) or its equivalent abroad




STARTUP METRICS

Startup metrics

Age

v . ,
B s»x <20
B 45% 20-29 B 6% 40-49
B 38% 30-39 B 5% >s50

Who are they

Slovak startups are young and highly educated.
83% are aged 20-39 years. 67% of them have
tertiary education, with 21% currently studying
at university. Their levels and fields vary though,
with the most popular fields being technical -
mainly computer sciences (applied informatics
or programming courses) and business - rep-
resented by marketing and management. They
have chosen art and design in smaller numbers.

The highest level of education
attained by founder(s)

J

. 19% Secondary . 21% University
B 66% Tertiary [ 13% PhD.

The largest part of the responses came from
those aged between 20 and 29 years. This
group represented 45% of all survey responses.
The second most populated group was between
30 and 39 years old, with 38%. Only 6% of re-
spondents that were between 40 and 50 years
old respectively. Only 4% were younger than

20 years old.

The number of female founders is increasing.
30% of startups have women as founders or
co-founders. Among startup employees, women
make up 40% of the base.
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68% Western

Slovakia

75% Bratislava

Location

The majority of Slovak startups choose Slovakia
as their country of registration (89%). Western
Slovakia is the most popular place for registra-
tion - 68% reside here. Furthermore, the major-
ity of those who stated their original municipal-
ity in the western part of Slovakia are located in
its capital - Bratislava.
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10% Central Slovakia

10% Eastern Slovakia

A few startups are also registered in the south-
ern part of western Slovakia, in Nové Zamky
and Samorin. Other cities in the Western part
include Piestany and Nitra.

The central and eastern part of Slovakia

are equally represented in the survey, with hubs
in Zilina and Banska Bystrica in the center and
Kosice in the east.



CHAPTER 1 STARTUP METRICS

Do you have or intend _
to have a branch abroad?

19%

44%

Plan

27%
No

Looking outside Slovak borders

19% of startups have a subsidiary abroad and
45% plan to have one in the future. Of the
subset of those having an established branch
abroad, one third is located in USA and two
thirds are located in the EU, with the Czech
Republic as the most popular destination.
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STARTUP METRICS CHAPTER 1

Legal form of your company Planned legal form

7

B 17% Joint-stock company B 87% Limited Liability

. 70% Limited liability company . 13%  Joint-stock company
B 10% Other

. 3% Self-employed

Legal forms

In regards to the legal form of their enterprise, Some of the respondents haven’t founded their
the data shows that the most prefered form company yet. Most of these respondents (87%)
is a limited liability company (LLC) or another are considering a limited liability company over
country-specific version of a private limited a joint-stock company.

company - SRO in Slovak Republic or IVS in
Denmark. This legal form dominated the results
with a proportional representation of 70%
followed by 17% of respondents using the form
a joint-stock company, and 3% of respondents
being self-employed.
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12

STARTUP METRICS

Year of registration

)]

I 10% 2013
B 10% 2012
B 20% 2011 & older

B % 2016
B 37% 2015
B 17% 2014

Slovak startups are young companies

60% of them have incorporated in the last three
years (2014-2016). The majority of startups
(37%) were founded in 2015. On the other
hand 20% of projects have been around since
2011 and longer.

Those who haven't created a legal entity are
working on their project since 2015 (33%)
or for more than 3 years (58%).

Date when your project was launched

)JIL

B 3% 2017
B % 2016
B 33% 2015

P 30% 2014
B 27% 2013 & older

39% of startups are now at the Validation or
Pre-seed stage with a beta version or tested
prototype that is being fine-tuned through
incubation and acceleration programs. The
second largest group (30%) is the Efficiency or
Seed Stage with a product or service put on the
market, early revenue from sales, and a busi-
ness model established.
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STARTUP METRICS CHAPTER 1

Have you been previously involved
in a startup?

Bl 36% Yes B s4% No

Other startup experience

36% of respondents have been involved in an-
other startup in the past, which shows that the
culture of entrepreneurship is improving and
serial entrepreneurs are on the rise. Some might
have failed or successfully exited their previous
ventures, and they have decided to try again.
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CHAPTER 1
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STARTUP METRICS

Development phase of your startup

7%

Discovery

Ideation process,

basic market research

and team established

39%
Validation/ Pre-seed
stage

Beta version/
prototype tested and
fine-tuning through
incubation and
acceleration programs

30%
Efficiency/ Seed-
stage

Product put on
market, early revenue
from sales, business
model established
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STARTUP METRICS CHAPTER 1

‘é
Y 7y

R
¢

2
L
Q

11% 11% 2%

Scale/ Establishing/ Series B Maturing/ Series C
Series A

Established user base Expanding and
Increasing revenues and business model acquisitions

and market share,
growth strategies
developed
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CHAPTER 2 BUSINESS

Business

Peter Kolesar, CEO at Neulogy

, , The Slovak startup ecosystem was creat- The critical question for the future is if these

ed bottom-up, based on the enthusiasm of in- public activities can be tied to already existing
dividual young entrepreneurs. One of the most initiatives by the private sector. Only coopera-
important elements was help and mentoring tion between the private and public sectors can
from successful and experienced entrepreneurs,  bring synergies and not distort the ecosystem.
while many co-working spaces have been sup- There is no other choice for the future of the
ported by successful businesses and corporate innovation economy.

partners. Among the important cornerstones
forming the startup community was the
StartupAwards.SK competition, which played
the role of connecting the entire ecosystem.
The government has realized only relatively late
that the need to support the digital economy is
crucial for the future and success of our nation.
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BUSINESS CHAPTER 2

What does your startup offer?
(multiple answers)

. 77% Product
. 66% Service
. 28% Technology

Character of products

77% of startups provide their customers with
products, 66% with services, and 28% with
technology. For most of the respondents the
case was a combination of these.
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CHAPTER 2

BUSINESS

Which industry do you operate in?

26%
SaaS

B

13%

Marketing
Technologies

Industry

w -

2%
Marketplace

</>-

2%

Programming
Development
Tools

=1

11%

E-Commerce

Q.

4%
Analytics/
Research Tools

/ Business
Intelligence

Our respondents covered a wide range of digital
and innovation industries. The most represent-

-,

13%

Cloud
Technologies

101001
011101
110001

4%
Big Data

=

26%

Web services

@ s

6%

Internet
of Things

)

Mobile
Software
Services

o
m s

4%

Electronics /
Robotics

They are followed by the education sector,
Cloud services, e-commerce and software

ed in our study were SaaS, the web services and
mobile software services industry.

house services. Our respondents often combine
multiple sectors in their offering.
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6%

Virtual Reality
/ Augmented
Reality

N

N

9%

Telecommuni-
cations

=)
11%

Software
house

g
& ¥

6%

Content/
Social Services

Ly

15%

Education

~)

21%
Other
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6% 9%

Gaming /
Entertainment

Finances

- Y
2% 6%

Transport /
Logistics

Life Science /
Healthcare

N ] ’ ~
L J

2% 2%
Lighting Business
Services

BUSINESS

4 a

6%
Energy

& -

2%

Micro and Na-
noelectronics

2«

4%

HR services

CHAPTER 2

L7

4%
Design

wes f

6%
Advanced

Manufacturing
Technologies

m -

2%

Telemedicine
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CHAPTER 2 BUSINESS

Target customers

Individuals Micro Small Medium Large Public
enterprises enterprises enterprises enterprises institutions
(up to 10 (10 - 50 (51 - 250 (more (e.g. schools,
employees) employees) employees) than 250 hospitals,
employees) governmental
agencies)

Slovak startups serve both B2C and B2B
markets. Individual consumers are a target
group for 60% of startups. SMEs are targets
for the majority of startups, with 38% of micro
businesses, 53% of small businesses, 55% of
medium businesses and 49% of large enterpris-
es. Only 26% of companies provide solutions
for public institutions.
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BUSINESS CHAPTER 2

Character of your product or service

New We We imitate Hard to say
product or upgrade a and adjust
service product or a product
service or service

With regards to the novelty of the respective
products, 51% of startup projects offer a newly
developed product of service, 13% provide an
upgrade to, or innovation of a product being al-
ready available on the market, 26% either adapt
an available product or directly imitate it, and
11% are uncertain of the answer.
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FINANCING

Financing

Michaela Jacov3, Investment Manager at
Neulogy Ventures, co-founder of Startup
Awards.SK

,, Slovakia's shortcomings as a startup and
innovation hub stem primarily from underlying,
systemic issues which need coordinated action
for both the mid- and long-term public and pri-
vate actors. While in the last five years we have
seen activity and growth favouring startups on
basically all fronts - universities, public agen-
cies, private incubators, investments and media
attention - this was more a result of pent-up
energy being released primarily due to the first
angel, accelerator and VC investments

and first community mobilizing events
and initiatives.

From the point of view an investors, there are
only three problems - people, people, people.
First, because of the relatively closed immigra-
tion policy, Slovak founders tend to be limited
in international experience and much-needed
language skills. Second, the long-neglected
education system, particularly at the tertiary
level, does not produce enough business and
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technical talent, much less founders with skills
set in both these areas. Importantly, much of
this talent moves out of the country, where it
is nurtured and motivated. Reversing this brain
drain is a top priority issue for the private sec-
tor, particularly due to the lack of home-grown
excellence in the chronically underfunded

R&D base. Third, due to historical and cultural
reasons in combination with the above, Slovakia
lacks a prominent, engaged and abundant class
of mid-career to retired serial entrepreneurs
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with wealth of both capital and international
business experience that would be readily avail-
able to first-time founders in both mentorship
and investment roles. Unless we take action

to address this talent problem, the growth of
Slovakia's innovation ecosystem will be sub-op-
timal for the years to come.
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CHAPTER 3 FINANCING

Sources of non-financial support received

24%
2%
11%
6%
2%
21%
11%
6%
28%
32%
11%

DCA OMP
N\ RSITY
VIEN 1 ORIIN
O IVIIMIU N\

N C PPOR

What kind of support do startups receive?

The variety of events offered by co-working
spaces, incubators and accelerators across Slo-
vakia are one of the most popular ways Slovak
startups educate themselves and develop their
business. Mentoring as one of the key factors

24

for success in the early stages is also crucial for
Slovak startups. Local incubators, accelerators
and university technology transfer offices pro-
vide office space, networking and advice neces-
sary to kickstart the new venture. Competitions,
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FINANCING CHAPTER 3

If you have used the services of
a business incubator or accelerator,
what was your motivation?

(multiple answers)

15%

Information about funds

47%

Mentoring and business advice

32%

Networking with potential sponsors

13%

Office space

either national or international, are a great way to
raise awareness, promote ideas and eventually aim
to gain customers and investors. 11% of startups
could be considered “lone wolves” that never re-
ceived or required any help with their venture.
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CHAPTER 3 FINANCING

Sources of financial support you have

used

% 87% Own capital % % % % % % % % % %
2 15% 3F (fools, friends, family) 2222222222
i 13% Bankloan mammmMmmMmMmMmM MMM
, 19% Local business angel ',”””,’
’ 11% Business angel from abroad ”"”’,”
é 15% Local VC fund & 666060060
é 9% VC fund from abroad  EEEEEXEXEXEEXX)
S T 11% Crowdfunding ERECECREECECEECTECE S
L] 21% Public support W I A G SN AN AN AN s

e

L
9% Scientific grant é
FERRNEER

L

L ]
9% Strategic business investor ‘

=

When Slovak startups think about financing
their venture they mostly use their own capi-
tal. The development stage of the majority of
the surveyed startups also suggests that angel
investment is more prevalent than the use of
VC funds. Over 20% of startups took advantage
of public money.
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How do you plan to finance further
growth in the following six months?

(@

72% Own capital

2 9% 3F (fools, friends, family)
i 13% Bankloan

, 11% Local business angel

’ 9% Business angel from abroad
é 15% Local VC fund

é 30% VC fund from abroad

S 2 6% Crowdfunding

15% Public support

2% Scientific grant

’-Dl@:

19% Strategic business investor

FINANCING

(©
(@
(©
(©
(©
(©
(©
(©
(©
(©

CR RN
AN A A A A R
il

CHAPTER 3

Plans for the future follow a similar trend. The
majority of startups want to stay independent.
Since the investments in later stages are more
substantial, startups are looking at securing
deals with VC firms abroad or securing a strate-
gic business investor.
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CHAPTER 3

28

FINANCING

Are you interested in receiving public

grant and support?

%

Public Grants and Support

Startups realize the benefits of receiving public
grants or support that might help them develop
their business. The main reasons to apply for
public support is for the ability to acquire cus-
tomers and to do effective marketing and enter
new markets, the inability to access commercial
banking products and to help with product de-
velopment, and to invest into innovative tech-
nologies, and to use the funds to create a new
service or product with high capital intensity.

%YES

NO

It further can be used to employ professionals
to deploy these products. These funds are also
interesting to social enterprises that are aiming
at creating a viable business model, but their
primary goal is to serve society.

44% of startups decided not to approach public
institutions for support due to the bureaucratic
procedures involved with applying for this sup-
port or that they see no need for these funds.
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After what time did your company start

to bring in stable, expected and sufficient

revenue?

45%

revenues yet

11%

After two years

19%

19%

6%

_| Immediately

Generating revenues

More than half of Slovak startups are already
generating revenues. Some companies (19%)
started generating stable, expected and suffi-
cient revenue after a couple of months in the
first year of their operation.
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We are not generating

FINANCING CHAPTER 3

Between the first and second year

After couple of months, in the first year

19% in between the first and second year of
existence and 11% of startups after two years,
at the time of the survey. 6% of our respond-
ents started generating revenues immediate-
ly. 45% of the companies are not generating
revenues yet.
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30

EMPLOYMENT

Employment

Ivana Molnarova, Executive Director at
Profesia.sk

,, In March 2016 we reached two magical
milestones. The number of offers on Profesia
reached 20 000 and the unemployment rate

dropped to under 10%.

Data about the labour market data is key
for finding the right employees

In 2016, Slovakia has reached the lowest unem-
ployment rate in seven years and now has the
highest number of job offers available.

The labour market has changed in the previous
months and it shows signs of overheating. On
the one hand there are the highest number of
offers, while on the other the unemployment
rate is falling and there are a smaller number
of available candidates. The ratio between

job offers and available candidates is leaning
towards more offers and this will be worsening
in the future. This trend is favorable to candi-
dates looking for a new position, since they can
choose from more possibilities and it is much
easier to negotiate an offer.

For companies looking for new employees this
situation gets more complicated. Since the
unemployment rate has decreased there are
fewer candidates. There means more competi-
tion among employers, which is the most visible
among highly-skilled professions. New oppor-
tunities arise for professionals who are already
employed, but might be looking for a better
deal.

In the high value-added fields there is fierce
competition for the best talent.

In Q1 2016 Profesia registered a yearly increase

in job offers of 43% in services and 30% in
industry.
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5 facts about the current labour market

1 There is more work and fewer people.
There are very few available candidates and
those who are interested already work for
someone else. Companies today need to find
suitable candidates with an interesting and
tailored offer.

2 Recruitment needs to happen where the
crowd is. To find the right candidate companies
need to be creative and targeted online.

3 Candidates know they have more
options. The best talent is receiving offers
regularly so their selection criteria are getting
more complex. Based on Grafton Recruitment
Slovensko in 2015, candidates refused 23% of
job offer.

| The best talent requires a work/life bal-
ance. The best employees value their free time,
health, and relationships.

5 Create a HR strategy for real people.

SLOVAK STARTUPS REPORT 2016
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CHAPTER 4 EMPLOYMENT

Number of people in your
company or project

Mol

70% 30% 60% 40% 56% 44%

Male/ Female/ Male/ Female/ Male/ Female/
Founders Founders = Employees Employees Unpaid Unpaid
workforce  workforce
(interns, (interns,
advisors) advisors)
Who works for Slovak startups?
Looking at Slovak startups there is an increas- Among employees the gender split was 60 to
ing mix of male and female founders with the 40 for men, which busts the myth of the startup

number of women founders reaching 30%. The

data shows that startups usually have more than
one founder.

and technology world being solely a man’s world.
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EMPOLOYMENT CHAPTER 4

Startups are looking at hiring more talent
for their operations in the next six months

- - “N
Increase in the last 6 months Plan for the next six months
48% O 25% 0
33% 1-3 . 47% 1-3
12% 4-10 . 17% 4-10
2% 11-20 . 6% 11-20
5% 20 and more . 5% 20 and more

Reflecting the need to grow and scale their
business, startups are looking at hiring more tal-
ent for their operations in the next six months.
47% have a conservative estimate of hiring 1-3
new employees and 17% are looking at 4-10
new hires. In the last six months, most compa-
nies either didn't need more staff or hired 1-3
new people.
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CHAPTER 5 EXPORT

Export

Your primary market

Calk

79% 21%

Global National

The US and EU markets are locations of interest
for most of the startups, the Czech Republic be-
ing one of the first destinations for expansion.
Almost every entity is operating or exporting

to more than one location. Several startups are
looking at Asian and African markets.

In terms of export our companies are mostly in
the extremes. They are either highly export-ori-
ented or almost not exporting at all. Going glob-
al from day one is a strategy for 79% of startups.

Just 21% consider Slovakia as their primary
market.

In the EU, companies are exporting to the
following countries: Czech Republic, Austria,
Hungary, Germany, France, Cyprus, Poland,
Switzerland, Bulgaria, United Kingdom,

and Sweden.
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Scale of operation: global vs. local markets

46% of startups fully rely on the export of their
products or services, another 41% generates
sales on the domestic market.

SLOVAK STARTUPS REPORT 2016
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INNOVATION, CHALLENGES AND OPPORTUNITIES

Innovation, challenges

Are you a research/university spin-off?

W 97% No

B 3% Yes

Cooperation with universities
and research centres

Business and university cooperation is still in
its infancy in Slovakia. Just 3% of companies
were created as a university spin-off. Spin-offs
demonstrate the ability of innovative ideas to
be turned into viable businesses with the real
impact of research on our society.

Do you cooperate, also informally, with
universities and/or research centres?

-

. 0% University (product development collaboration)

. 30% University (informal consultations)
. 2% Commercial reserach center (collaboration)
. 11% Commercial reserach center (consultations)

Startups prefer informal consultations with
universities and commercial research centers
instead of nearly non-existent collaboration on
product development. These numbers show
an opportunity to improve the connection
between research institutions and to foster
innovation within Slovakia.
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INNOVATION, CHALLENGES AND OPPORTUNITIES

CHAPTER 6

and opportunities

How do you create your product?

In-house

70% Programming

30% Manufacturing
15% Materials
9%  We do not program and manufacture

Outsourced nationally

17% Programming

15% Manufacturing
17% Materials
4% We do not program and manufacture

Outsourced abroad

6% Programming

4% Manufacturing

17% Materials

4% We do not program and manufacture

Product development

Programming is mainly performed as an in-
house activity. 70% of respondents chose this
answer and the rest outsource the development
of their product either nationally (17% of the
whole dataset), or abroad (6% of the whole
dataset). A similar situation arises in the manu-
facturing of a physical product, where 30% of
respondents tend to manufacture their product
in-house and another 30% outsource the be-
fore-mentioned activities nationally and abroad.
Materials used for this manufacturing process
are obtained in-house in 15% of the cases while
others outsource it either nationally (17%) or
from abroad (17%). Nearly 20% of respondents
do not develop or manufacture their products.

SLOVAK STARTUPS REPORT 2016

Have you registered any trademarks
or patents?

B 2% no
B 23% Yes

Legal protection

72% of startups in the survey do not have or
need any form of intellectual property protec-
tion, be it in the form of trademarks or patent
registrations. The remaining 23% have regis-
tered a trademark or patent valid either globally
(2% of those who answered yes) in the Europe-
an Union (9% of those who answered yes) or in
Slovakia (27% of those who answered yes).
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INNOVATION, CHALLENGES AND OPPORTUNITIES

What are your biggest challenges
externally? (multiple answers)

. 32% Administrative burden
. 47% Taxes

. 34% Complicated legislation
. 49% Export & entering

a foreign market

External - Finance, Marketing, Legal

The largest obstacle perceived by startups is
the ability to enter a new market. They have
reported issues such as lack of financing to
enter the market, the difficulties of starting
mass production, and keeping the pace of inno-
vation and competition. Cultural and language
appropriate branding and marketing are crucial
are for customer acquisition, as well as under-
standing legal nuances that will decrease their
legal uncertainty; however, complex legislative
systems in other EU markets are sometimes too
big an issue for a small venture. Connections to
the right business partners, suppliers and dis-
tributors by creating a network and references
from customers are essential to the successful
production and distribution of their product

or service.

Complex legislation and tax licensing for start-
ups is reported as the second biggest obstacle.
Some companies are considering moving their
operations to the US. Complicated legislation
such as the Labour Code causes issues while
hiring a new employee or professionals from
third-world countries. Data protection and
protecting intellectual property rights were
also reported. Companies stated that missing
eGoverment services cost companies time and
resources that could be allocated to running
their business. They also perceive a lack of
support from the government while starting
and running a business. The enforceability of
legislation and of contractual obligations were
among the mentioned challenges.
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INNOVATION, CHALLENGES AND OPPORTUNITIES

What are your biggest challenges
internally? (multiple answers)

q

B 5% HR
. 57% Investment . 27% Network
B 12% skills B 12% Other

Internal - Human Resources and Investment

The biggest internal challenges include invest-
ment, human resources and networking. Most
Slovak startups are using their own capital to
start their business. As they grow bigger they
need more resources to operate. Investment is
considerable when startups reach the seed and
scaling phases, and the solution might be better
access to venture capital.

Human resources are one of the highest costs
for a new venture. Their recruitment and
retention in highly skilled professions seems

to be more and more challenging based on the
data provided by the largest job portal Profesia.
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CHAPTER 6

Startups can use their brand and modern
company culture to attract the best talent on
the market. Connections to the right business
partners, suppliers and distributors are crucial
to the successful production and distribution
of products or services.

Among other internal challenges are the valida-

tion of the business model, networking the
right timing.
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Recommendations

1 Flexible forms of incorporation. The Slo-
vak government has introduced a new form of
joint-stock company that will come into effect
on 1 January 2017. This new form of joint-stock
company will allow easier investor relations and
modern management of a high growth compa-
ny. Policy makers should also consider support-
ing social entrepreneurship, which connects
social causes with viable business models with

a definition and suitable legal form.

2 Nurture early stage startups. The Minis-
try of Economy and its dedicated agencies have
plans and funds allocated to startups in the
discovery, pre-seed and seed stages. Their goal
is to create mentoring programs, international
internships and events helping entrepreneurs
with issues regarding their businesses. Men-
toring and local events are suitable for under-
standing how to build a business model, finance
your growth, acquire customers and manage
talent. For startups with a beta version or tested
prototype, internships in entrepreneurial hubs
across the world are valuable. There are other
forms of support that are planned from the
structural funds. Public authorities should be
aware that government support for startups can
be a double-edged sword. On the one hand,
more financial resources in the ecosystem can

stimulate the private sector to invest more hu-
man and financial resources in young innovative
companies. On the other hand, if not designed
well, to be transparent and simple and in collab-
oration with the private sector, the government
support schemes can easily distort the private
market initiatives, especially since the Slovak
ecosystem is still relatively fragile.

3 Create the Slovak 300. Use the ex-
ample of Ireland to create a network of Irish
professionals working and living abroad who
feel a connection to their homeland and want
to help fellow Irishmen. This network helps
individuals or companies with introductions

to potential business partners in their specific
fields and cities they reside in. They also want
to attract investment in Ireland, which in the
case of a successful realization, brings them

a finders fee from the Irish government. Slova-
kia, similarly to Ireland, has a lot of expatriates
living abroad who are very successful in their
fields. A well-thought out program will certainly
activate them and bring similar effects as the
Irish program.

SLOVAK STARTUPS REPORT 2016



4 Scaleup. Support the scaling of Slo-

vak startups is where the real value is created.

These companies create jobs for highly-skilled

professionals, generate turnover growth and

expand to new markets. 69% of startups are in
the pre-seed and seed stage and will need tools,
support and mechanisms to effectively scale
their operations. Their needs are different from
discovery and pre-seed stages and they need

to be recognized by public and private players.

Among the key support mechanisms are:

e Learning and mentoring programs for
leadership development for managers in
scale-ups.

e Representation on international trade mis-
sions and close cooperation with the eco-
nomic departments of the Slovak embassies
abroad.

e Investment in innovation should be read-
ily available and the government should
consider tax benefits to encourage research
and innovation.

e Explore ways how to increase the involve-
ment of scale-ups in public procurement by
making it more transparent and by decreas-
ing its administrative burden.

e A'startup and scale-up visa’ should be made
available to innovative companies so they
can recruit staff from third world countries
that are not available in the local market
(professionals in IT or other specific fields)
within two weeks of applying. These foreign
workers help expand the distribution of
local scale-up companies’ existing products
to foreign markets and help local scale-ups
introduce new products and services.
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RECOMMENDATIONS

5 Support diversity. A diverse workforce
creates benefits for companies as well as the
society. Employing the younger generation de-
creases youth unemployment and taps into their
creative potential. Encouraging women adds
different skills and creative potential. However
various groups have different needs that need
to be catered for through company culture as
well as legislative flexibility - for example the
labour code.

6 Transparent and simple use of public
support for startups and scale-ups. Among the
key barriers of applying for public support is the
amount of bureaucracy connected to the whole
process. Startups also reported the potential
fear of corruption. A transparent and simple
process with clear goals and selection criteria
would reduce fear and allow the innovative
sector to flourish.

7 Deregulation and self regulation.

In the field of customer and data protection
allow companies and the market to regulate
themselves and support the initiatives to
create codes of conduct such as the one for
data privacy.
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8 Make it easy to employ people.
Companies with high growth potential need

to be able to hire employees more flexibly and
easily. Recently, the Ministry of Economy intro-
duced a support scheme for Shared Business
Centers to hire employees more easily. This is

a good intention, but such schemes should also
include employing workers in small and medi-
um-sized business, which are reported to be the
backbone of the EU economy. Recently a great
example came for Latvia - innovative startup
tax. The goal is to lighten the burden of the big-
gest cost at any startup: employee wages. The
new law would set a flat monthly tax of €252
per employee for startups, let startup employ-
ees enroll in a 'highly qualified workforce' enroll-
ment scheme where the government covers all
social tax, at the same time waiving individual
income tax for employees and corporate income
tax for startups.

9 Tax system for innovation. Tax licenses
have been mentioned as one of the barriers for
early stage companies. Tax incentives for angel
investors might encourage more investment in
early stage enterprises which would not only
bring finances, but also the professional exper-
tise and the networks of the angel investor.

1 O Improve university and business

cooperation. There is a large gap where start-
ups are not established as university spin-offs
or they do not cooperate with universities on
developing their products.

1 1 eGovernment services can improve the
administrative burden and simplify processes
for startups.

1 2 Support for local innovation hubs.
The innovation ecosystem in Slovakia was
founded bottom-up, but governments now
has the funds to support existing initiatives to
continuously take the ecosystem to the next
development phase.
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METHODOLOGY

Methodology

The Slovak Alliance for the Innovative Economy (SAPIE) partnered with similar
organisations in the Visegrad Group to conduct a survey of innovative companies,
startups, in all four countries (Poland, Czech republic and Hungary). Through our
partners and members we have distributed the survey over the two month period.
Our goal was to collect responses from innovative technology companies regis-
tered in Slovakia.

The survey questions were developed in collaboration with our partners, closely
correlating with the Czech version of the survey due to administrative, legisla-
tive and cultural similarities. Most of the questions in the survey were voluntary
to answer. Survey was completed by 47 startup companies based in Slovakia.

To evaluate the answers we have used know statistical methods with modern
analytical tools. In the report we have stated where there was a possibility to use
multiple answers. With our experience and knowledge of the Slovak startup scene
we can extrapolate the results to reflect the current state of the innovation eco-
system in Slovakia.
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