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Executive Summary

The MY-GATEWAY Synergy Report (D2.4) examines the demands and needs of startups in
increasing their growth potential in three CEE ecosystems (Romania, Slovenia and the Czech
Republic) as well as the current level of support for startups in their respective ecosystems.
The report utilises and combines the results and analyses of the in-depth country analysis,
the startup questionnaire as well as semi-structured interviews with startups from the CEE
region that the MY-GATEWAY project conducted in the first half of 2018. Thereby, this
synergy report identifies capability gaps in the current level of support provided to CEE
startups in their entrepreneurship ecosystem. In addition, this report offers potential
solutions to these capability gaps as well as opportunities for enhanced connectivity among
entrepreneurship programmes across ecosystems, countries and regions.

The synergy report indicates that entrepreneurship support and the development of
entrepreneurship ecosystems differ considerably across Central and Eastern Europe and may
even vary within a single country. While some entrepreneurship ecosystems, such as
Slovenia'’s, are highly developed, very structured, well-funded and equipped with carefully
designed programmes, other ecosystems have some catching up to do in specific areas.
However, this does not mean that less developed ecosystems lack entrepreneurial
opportunities. Instead, these less developed ecosystems tend to lack the infrastructure and
mechanisms to support startups effectively and to develop sustainable businesses.

The synergy report identifies ten capability gaps in the current level of support for startups in
Romania, Slovenia and the Czech Republic. These ten capability gaps can be broadly
categorised into three groups: funding opportunities, ecosystem support services and talent
acquisition. It is, therefore, necessary to find ways to better understand these particular gaps
and offer targeted solutions to these ecosystem limitations.

The capability gaps can be solved or at least minimised by introducing a set of measures that
this synergy report proposes to the ecosystems such as closer cooperation with universities,
a talent acquisition model, as well as private and public funding opportunity workshops. The
synergy report also identifies opportunities for enhanced connectivity on three different
levels: within ecosystems, among CEE ecosystems and between West European and CEE
ecosystems.




1 Introduction

Countries in Central and Eastern Europe (CEE) can be attractive regions for investors, because
of the relatively low cost of labour as well as the developing startup ecosystems. Another key
advantage of the three key focus countries of this report (Czech Republic, Slovenia and
Romania) is the well-educated graduates with extensive IT skills. Moreover, local
governments in the region often provide financial support and incentives to startups and
investors alike. Despite these advantages of the CEE region, there are still several challenges
that limit the growth potential of startups in the Czech Republic, Romania and Slovenia. Due
to brain drain, insufficient funding opportunities, limited entrepreneurial education at
universities and a variety of other problems, the competitive advantages of CEE countries are
oftentimes left unutilised.

Henceforth, the MY-GATEWAY Synergy Report utilises the combined results of deliverables
2.1 (In-depth country analysis), 2.2 (Report on mapping the ecosystems) and 2.3 (Report on
the interview results) to conduct an in-depth gap analysis of the demands and needs of
Romanian, Slovenian and Czech startups in increasing their growth potential in their
respective ecosystems. In order to achieve this analysis, the entire system of support in the
Romanian, Slovenian and Czech entrepreneurship ecosystems will be assessed including the
available support for startups as well as the outreach and variety of these programmes. The
analysis of the three entrepreneurship ecosystems will take place on three levels: the
regional, the ecosystem and the startup. Each of these levels of analysis uncovers challenges
that startups may face when increasing their growth potential and reveals the extent to which
the available support is appropriate to solve these limitations. This initiative will build a list of
capability gaps for the CEE region by comparing the demands and needs of startups with the
current level of support and will suggest means of tackling the major issues identified,
accompanied with examples of best practice where they exist (see figure 1 below). This
evaluation will outline opportunities for enhanced connectivity of programmes, funding
sources as well as synergies amongst partners within and outside their ecosystem.




Figure 1: Synergy Report Analysis
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The MY-GATEWAY synergy report complements the previous deliverables of the MY-
GATEWAY project and contribute novel research findings to an increasingly relevant
entrepreneurship region in Europe. By combining the questionnaire results, interviews with
CEE startups and an in-depth country analysis, this report unveils novel findings on capability
gaps in the current support for startups in CEE ecosystems. Work Package 2 of the MY-
GATEWAY project utilised a variety of tools to analyse the ecosystems such as questionnaires
and interviews. The different methodologies provided similar results, which indicates a
strong validity of the tools.

The MY-GATEWAY project expects this report to initiate discussions at the local as well as
the international level on potential solutions to the identified capability gaps. While this
report offers initial suggestions on how to approach these capabilities most effectively, the
implementation and applicability needs to take place in cooperation with local ecosystem
stakeholders.

The report identifies the following ten capability gaps in the current level of support for CEE
startups:

funding opportunities for early-stage startups

local venture investment infrastructure

accessibility of funding

clear and comprehensible legal frameworks for startups
support services tailored to startups

awareness raising of available support opportunities
limited confidence in ecosystem support

improvement of entrepreneurial education and training
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inadequate recognition as regional hubs for startup entrepreneurs
10. insufficient cooperation with universities, students and R&D departments.




It has to be noted at this stage, that not all capability gaps listed here are exclusive to the
entrepreneurship ecosystems of Central and Eastern Europe, but can also be applicable to

ecosystems outside the CEE region. Another important consideration that reappears
throughout the report and the capability gaps is the dichotomy between the availability of
startup support, funding and talent, on the one hand, and the awareness that these services
exist, on the other hand. In other words, it is necessary to consider whether services and
opportunities do indeed not exist in some ecosystems as some startups believe or whether
ecosystem support services need to advertise their services better and find more innovative
and appropriate ways of supporting startups in the CEE entrepreneurship ecosystems. This
report concludes that despite the availability of resources in the ecosystem, there is not
enough awareness of existing support services and additionally insufficient confidence of CEE
entrepreneurs in the ability of their ecosystem to support their ventures appropriately. There
are a variety of reasons for this trend, that can be divided into three groups: intercultural
differences, bureaucracy and lack of success stories.




2 Levels of Entrepreneurship Support and

Capability Gaps

This section offers an in-depth gap analysis of the demands and needs of startups in the
Romanian, Slovenian and Czech ecosystems in order to understand what changes are
necessary to increase their growth potential. In addition, the current system of support in
these ecosystems will be assessed including the available support for startups as well as the
outreach and variety of these programmes. By comparing the demands and needs with the
current level of support, this section identifies a list of capability gaps in the CEE
entrepreneurship ecosystems. The analysis of the three entrepreneurship ecosystems will
reveal gaps at three observation levels: the country, the ecosystem and the startup level.
Each of these levels of analysis uncovers challenges that stop startups from increasing their
growth potential and reveals to what extent the available support is appropriate to solve
these problems.

The MY-GATEWAY analysis highlights that entrepreneurship support and the development
of entrepreneurship ecosystems differ considerably across Central and Eastern Europe and
may even vary within a single country. While some entrepreneurship ecosystems, such as
Slovenia'’s, are highly developed, very structured, well-funded and equipped with carefully
designed programmes, other ecosystems, such as Romania have some catching up to do in
specific areas and are considered early-stage markets. However, this does not mean that less
developed ecosystems lack entrepreneurial opportunities. Instead, these less developed
ecosystems oftentimes lack the infrastructure and mechanisms to support startups
effectively and to develop sustainable businesses. Despite the variations across the three
ecosystems, this Synergy Report manages to identify ten capability gaps that affect startups
in these ecosystems equally.

2.1 Demands and Needs of CEE Startups

The MY-GATEWAY project conducted 48 interviews with entrepreneurs across the three
ecosystems in 2018 in order to comprehend in more detail what the specific demands and
needs of startups in the CEE region are.* In addition to the interviews, the MY-GATEWAY
project also collected survey results from startups in the CEE region to get a better grasp of
challenges that these startups face. The survey and in-depth interviews with startups from
Romania, Slovenia and the Czech Republic provide not only interesting information about

1 A more detailed overview of the interviews can be found in Deliverable 2.3 of the MY-GATEWAY project.




the development of the startups in their respective country, but also detailed insights into the

demands and needs of these startups in order for them to scale up. The following sections
present the interview results for each entrepreneurship ecosystem and then combines the
results of each individual ecosystem with the survey results to get a better understanding of
the overall demands and needs of CEE entrepreneurship ecosystems.

2.1.1 Demands and Needs of Romanian Startups

Overall, the survey and the interviews highlight that there are clear local differences across
the ecosystems in Romania. It is difficult to speak of a Romanian ecosystem, as most
activities centre around cities (predominantly Cluj and Bucharest). The findings below will,
therefore, represent the findings from the interviews with startups from Cluj and Bucharest
when referring to the Romanian ecosystem. The interviewed startups in Romania tend to lack
formal patterns for the recruitment of personnel and talent. Instead, these startups rely
primarily on their networks, ad-hoc events and their personal contacts to acquire new talents.
Accessto talentis not only animportant component of ensuring startup growth and scaleups,
failing to secure necessary talents can even result in business failures. Human resource
problems were among the predominant reasons for startup failures in Romania, specifically
unfit recruitment and mistrust among colleagues. The interviewed Romanian entrepreneurs
argue that talents tend to be difficult to find in Romania, not due to a lack of technological
talent, but because especially the government and large corporates offer seemingly more
attractive job positions to well-educated graduates. Moreover, the interviewees criticised the
lack of entrepreneurship education in Romania which is a significant factor in limited
entrepreneurial skills and a risk averse mind set in Romania.

In terms of startup funding, Romanian startups rely predominantly on family and friends for
securing early stage financial resources. Only in later stages do these startups approach VCs,
angels and government funds for startup funding. The interviewed Romanian startups are
largely, however not completely, aware of funding services in their regional or national
ecosystems. However, it has to be mentioned that startups do not distinguish between early
and later stage investments and even go as far as to say that later startup funding does not
exist. Among the most familiar funding access points are private accelerators and
government programmes including EU funding streams. Startups are also aware of
incubators, corporates and university programmes and potential funding sources. One
common criticism in relation to funding opportunities is that access to funding should be
made easier for startups and the environment for investors should be made more attractive.

When the role of the government was discussed, Romanian startups stated that bureaucracy
is an obstacle for startups in addition to extensive regulations and repeatedly changing laws.
Despite the presence of funding opportunities, bureaucracy and extensive paperwork make




it unfeasible to apply for many funding options. A potential way of reducing the paper load is

to introduce e-services at government levels and avoiding unnecessary steps. The startups
also mention that political stability would be helpful as startups could benefit from consistent
legislation and clear taxation. Currently, it is difficult and expensive for startups to keep up
with the repeatedly changing legislation.

Finally, the interviewed Romanian startups highlight the relatively small size of the Romanian
entrepreneurship ecosystem and the underdevelopment of the Romanian market, which
makes it difficult to scale up and achieve internationalisation. Moreover, startups are aware
of legal and financial support services in their countries, however these support services tend
to be not tailored to startups. The interviewed entrepreneurs were not aware of female
entrepreneurship support programmes.

2.1.2 Demands and Needs of Slovenian Startups

Similarly, to startups in the Romanian ecosystem, the recruitment process for Slovenian
startups is not very formalised and largely based on intuition and not necessarily dependent
on the formal education or experience of the candidate. Human resource difficulties are also
among the contributing factors for failures of startups. Moreover, Slovenia has insufficient
numbers of talents with entrepreneurial expertise due to a lack of entrepreneurial education
in Slovenian schools and universities.

As in the case of Romania, Slovenian startups rely oftentimes on funding from family and
friends. Nonetheless, some startups use external funding, especially government funding.
However, the lack of financial support was named as a central shortcoming of the Slovenian
ecosystem.

The interviewed Slovenian startups are aware of available support services and programmes
in their ecosystem and do not distinguish between early and later stage startup support. The
government, but also incubators, accelerators and universities were named as institutions
that offer support services for startups. The Slovenian startups were also aware of corporate
involvement, VCs and crowd funding in their ecosystem.

Regulatory issues such as complicated legal issues, taxation laws and bureaucracy were
highlighted as important problems for Slovenian startups. According to the interviewed
entrepreneurs, tax laws and obligations need to be simplified and eased. Unfortunately, the
startups did not specify which Slovenian laws they were referring to. Most Slovenian startups
appear to have a more open attitude towards the government and are more open to its role
as a supporter of startups in comparison to startups in the other two CEE entrepreneurship
ecosystems. Government is moving away from the position of a controller and takes more




the role of a service provider. However, e-government procedures would make support and

funding access more transparent and easier in Slovenia.

Slovenian startups are aware of legal, financial and administrative services as well as one-
stop shops in their ecosystems. However, these services are expensive and less enthusiastic
about startups as customers. Some support services specifically targeting female
entrepreneurs exist in Slovenia.

2.1.3 Demands and Needs of Czech Startups

The majority of interviewed Czech startups make use of referrals or recommendations to
recruit new employees. Their talent acquisition priority is hiring new staff with previous
experience in a startup and motivation to work in their startup. Startups in the Czech Republic
rarely use advertising and outsourcing for hiring purposes. The lack of education programmes
for entrepreneurs produces talent with less developed management and marketing skills.
The interviewed startups would welcome educational programmes from elementary school
onwards to develop a stronger entrepreneurial mind-set in the Czech Republic. Human
resource services are not procured by Czech startups, which is also due to the fact that these
services generally do not exist as widely or are not known of. Human resource problems were
among the reasons for startup failures in the Czech Republic and should therefore be
addressed. Other reasons were the bad time and financial resource management of the failed
startups.

Most startups are aware of funding opportunities in their ecosystem including accelerators,
incubators and government sources. Incubator funding was only pursued by one interviewed
startup. The remaining startups relied largely on their own resources or friends and family
despite being aware of other sources. The Czech entrepreneurship ecosystem offers legal,
financial and marketing services. However, these services are often not startup-oriented but
cater to large companies instead. Thus, the ecosystem support services need to focus more
on the needs of startups rather than solely on established companies.

Finally, Czech entrepreneurs appear to be aware of accelerators, incubators, government
services, corporates and universities as potential sources of startup support. Some support
services provide financial support; however, the overburden of bureaucracy and paper work
makes it difficult for startups to apply for funding. The financial support offered by
governments, for example, should be accessible more easily and should be more startup-
friendly. Moreover, regulations and complicated legal procedures were criticised as a barrier
for successful startups by Czech entrepreneurs. Instead, startups strive for a government that
provides e-services that would make paperwork obsolete. The concrete legal procedures that




were identified as barriers were unfortunately not mentioned by the startups during the

interviews.

2.1.4 Overall Demands and Needs of CEE Startups

In sum, the interview and survey results of startups in the three entrepreneurship ecosystems
highlight demands and needs that can be broadly categorised into three central problem
areas that are currently not adequately addressed by the ecosystems. The failure to find
adequate solutions to these three central needs was repeatedly identified as a reason for
some startups not to scale up, achieve the desired growth, to enter international markets and
in some cases even to fail as a business. The three central problem areas in the three CEE
entrepreneurship ecosystems are the following:

Funding
Ecosystem Support Services

Talent Acquisition

The interviews with CEE startups show that there appears to be an overall lack of fully
comprehending the scope of the ecosystem. In other words, CEE startups are not always
aware of the number of stakeholders in the ecosystem, other startups, service providers and
opportunities for support. A common obstacle across these problem areas is the strong need
of startups in the CEE ecosystems to create connections between startups and other
stakeholders in the ecosystem, between other CEE ecosystems and with more developed
ecosystems.

One concrete shortcoming across all three CEE ecosystems is the difficulty of hiring
appropriate staff for their startups. In the case of Romania and Slovenia, there are even
reported cases of startup failures due to startups being unable to satisfactorily recruit
personnel. Communication skills and dedication are transferable skills needed across all three
ecosystems. Entrepreneurial skills, such as management and financial skills are difficult to
acquire, however the technical skills in the three CEE ecosystems are exceptionally high.
Therefore, CEE startups struggle to maintain a business market and compete at an
international level to their fullest potential. The severity of talent acquisition is also reflected

10




in the survey results where the majority of startups identify the hiring of adequately trained

and qualified business experts (such as marketing and strategy specialists) as a moderate to
very severe obstacle to the current operations of the firm (see Deliverable 2.2 Report on
Mapping the Ecosystem for further details).

There appears to be initial preference for funding from family and friends, despite awareness
of other external funding sources. It has to be noted, however, that this is also a common
trend in ecosystems outside Central and Eastern Europe. Especially Romanian startups
decide to follow up this initial funding with external funding. The Czech ecosystem shows
greater awareness of specific funding routes than the Romanian and Slovenian ecosystem.
This awareness appears to be higher at more regional rather than national levels. Funding
seems to be readily available for early stage startups, but for the long term, few startups go
international and they do not have a support system. The survey results show that accessing
financial sources for startups is @ minor or moderate obstacle for most CEE startups. The
surveyed startups stated that equity finance and debt finance are the easiest ways to secure
funding in their ecosystem. Access to grants, on the other hand, was described by 26.2 per
cent of startups as a major or very severe obstacle in their ecosystem.

The interviews also show that the ambitions of entrepreneurs in the three CEE ecosystems
are relatively low compared to entrepreneurs in more developed entrepreneurship
ecosystems. This is reflected both in the areas in which they choose to specialise in and the
goals they set themselves. In developed ecosystems, for example, one can find higher levels
of technological entrepreneurship, which is lacking in the three examined countries.
Moreover, the goals set by the interviewed and surveyed CEE entrepreneurs are not
sufficiently ambitious (economically and in terms of their business expansion domestically
and internationally) compared to entrepreneurs in developed ecosystems.

The three CEE entrepreneurship ecosystems increasingly provide legal, financial and
administrative services to startups. However, this support does not involve business
development, marketing support, business model development, strategic planning or
marketing planning. This awareness and accessibility of business support services in the CEE
ecosystems was also reflected in the MY-GATEWAY survey results. Around two thirds of the
surveyed startups described access to incubators, accelerators, consultants and advisors as
no or only a minor obstacle. Access to tax and legal services, on the other hand, appears as a
significant obstacle for CEE startups. This might be due to the fact that tax and legal service
providers do not necessarily tailor their services to startups, whereas accelerators and
incubators are specifically designed for startup support. Moreover, the companies and people
providing support to startups in these regions are not adequately equipped with know-how
and entrepreneurship experience on how to support entrepreneurs. Therefore, more
entrepreneurs should be involved in the ecosystem development. There are also very limited
support services specifically dedicated to female entrepreneurs.
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2.2 Support Services and Networks in Place

This section examines the current level of support for startups in Central and Eastern Europe,
including the accessibility of support services and potential shortcomings. The current
support provisions in the Czech, Slovenian and Romanian entrepreneurship ecosystems were
meticulously examined in the MY-GATEWAY ecosystem analysis (deliverable 2.1). This
section combines the findings from each individual ecosystem to create a better picture of
the overall level of support services and networks in place in these three ecosystems. Based
on the demands and needs of startups in Romania, the Czech Republic and Slovenia, the
analysis focuses on three specific subcategories of the current level of support services:
funding opportunities, ecosystem support services as well as talent acquisition.

2.2.1 Funding Opportunities

The previous section outlined the demands and needs of entrepreneurs in the CEE region in
terms of insufficient or inadequate funding opportunities for startups in their respective
entrepreneurship ecosystems. The shortcomings included the limited variety of funding
opportunities and in some countries inadequate government funding for startups. While
funding opportunities are available across all three ecosystems, bureaucracy and paperwork
oftentimes hinders startups to apply and access these funds. This may be one of the reasons
why early-stage startups and even more advanced startups rely largely on family and friends
for funding in the CEE. Finally, the interviews uncovered that CEE startups rarely utilise
international funds once their businesses are more developed.

The Slovenian, Czech and Romanian entrepreneurship ecosystems possess varying degrees
of funding opportunities in terms of the quantity of funding size, the number of organisations
and institutions offering funding, the link to international sources of investment as well as the
availability for funding at all stages of startups (from early-stage to mature startups). In terms
of funding, Slovenia presents itself as the most mature of the three ecosystems, followed by
the Czech Republic and Romania. Despite the different levels of funding opportunities in the
entrepreneurship ecosystems, the MY-GATEWAY project identifies several strengths and
limitations across all three ecosystems.

All three ecosystems offer funding opportunities for their startups. Particularly for mature
startups, identifying funding opportunities does not appear to be as big of a problem as for
early-stage startups. Slovenian early-stage startups receive funding primarily through
government and accelerator funding. Early-stage startups in the Czech Republic, on the other
hand, appear to receive more investments from angel investors than startups in the other two
ecosystems.
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Interms of the variety of funding sources, the three CEE entrepreneurship ecosystems appear

to be relatively diverse. Sources of funding vary from governments, international
organisations, angel investors, banks and private persons. The European Investment Fund
(EIF), for example is involved in a variety of financial instruments in the region such as the
Central Europe Fund of Funds, Czech ESIF Fund of Funds, SME Initiative Romania and SME
Initiative Bulgaria. Furthermore, ICOs appear to be an increasingly popular technology and
business model to receive funding for CEE startups [5]. Local high net worth individuals only
recently have started investing in startups, and not much funding available to startups comes
from private pockets. The table below summarises the capital raised by startups in each of
the three ecosystems. Slovenia appears to be significantly ahead of its CEE partners in terms
of the overall capital raised in 2017 and 2018 (see figure 2) [20]. It has to be noted at this stage
that some global innovation and investment indicators can be limited in the regions
surrounding Central and Eastern Europe. Figures provided by such sources, therefore, have
to be used with caution and can only serve as possible indicators rather than solid proof of a
clear trend.
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M Investments value — Number of investments

Figure 2 Investments in startups from 2005 to 2018 (final numbers for 2018 not yet available) [22]

Overall, the sources of startup financing in the region in some cases heavily rely on
government funding. The Ministry of Industry and Trade in the Czech Republic, for example,
offers seed funds [21]. In Romania, state-run incubators offer grant programmes and the
Romanian government offers a €40 million investment in form of acceleration and seed
investment, supported by EU money. Also, Romanian ecosystems have experienced more
government involvement in the last years with 150 million euros spent through a variety of
programmes for entrepreneurship development, including funding for tech startups [3]. The
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interviews indicate that Slovenian startups appear to receive funding primarily through

government and accelerator funding. Public funds include for example the Slovene
Enterprise Fund [22]. While public financing of startups is present, it could be expanded in
Slovenia especially in the field of equity financing. Besides public funds, startups can receive
funding from the SID Bank, which is the Slovenian national development bank, technology
parks, Start:up Slovenia, the Josef Stefan Institute as well as loans. Post-seed funding for
Slovenian startups comes predominantly from international funds.

An additional limitation in some of the CEE ecosystems is the infrastructure of venture
capital, accelerators, incubators and business angels. The tables below (table 1) shows the
total angel investment in the three CEE countries. The Czech Republic with a total angel
investment size of 5 million euros (2016) and 200 business angels is a bigger playerin the early
stage investment market compared to Slovenia and Romania [4]. However, the number
shows a lack of early stage angel investment in all of these countries.

Table 1 Angel Investment by Country (visible market statistics) [4]

Czech Republic | Romania | Slovenia
No. BANs 2 1 4 1
No. BAs? 200 31 60
No. Inv.* 35 18 36
Total BA Inv. 2016, €M 5.0 1.3 3.3
YoY - - 76%
Total BA Inv. 2015, €M 0.0 0.0 1.9
YoY - - 17%
Total BA Inv. 2014, €M 0.0 0.0 1.6

However, figure 3 compares the angel investment amounts to the GDP for each CEE country
and ultimately tells a different story. Here, Slovenia appears to have a more active angel
investment scene, wheras the Czech Republic with a higher GDP pushes the average down

(4]

2 Business Angels Network
3 Business Angels

4 Investment
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Figure 3. Angel Investment/GDP ratios, % [4]. The ratio was multiplied by 10.000 for the clear picture. GDP
figures of 2016 from the International Monetary Fund (visible market statistics)

In addition to funding opportunities, governments can also facilitate the growth potential of
startups by offering investment incentives and through R&D expenditure. The governments
of all three ecosystems offer such incentives to their respective entrepreneurship ecosystems
(see deliverable 2.1). The Slovenian government, for example, supports startups and
entrepreneurship ecosystems without necessarily involving a lot of funds and adopting new
policies [1]. Table 2 represents some R&D expenditure statistics from the European
Innovation Scoreboard index [23]. The R&D expenditure in the public sector was significantly
higher for Slovenia and Czech Republic compared to Romania. However, Romania had a
higher score for VC expenditures showing a larger increase in VC investment in the country.
In terms of R&D investment from private businesses, Slovenia leads the group, whereas the
Czech Republic has a higher score in terms of non-R&D innovation expenditures. Romania
has a lower score in all forms of private innovation expenditures. The same trend can also be
observed in the case of FDI net inflows, where Slovenia leads the group.

Table 2 European Innovation Scoreboard 2018: Comparisons of Latest Investment Parameters (2017) [23].

Czech Republic Romania Slovenia
R&D expenditure in the public sector 50.9 9.7 59.3
Venture capital expenditures 6.1 38.6 6.1
R&D expenditure in the business sector 86.0 19.6 128.0
Non-R&D innovation expenditures 139.5 21.3 118.5
FDI net inflows (% GDP) 2.7 2.4 3.1
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2.2.2. Ecosystem Support Services

The MY-GATEWAY interviews and survey data with CEE startups highlight that many
entrepreneurs are aware of available support services in their respective ecosystem, however
these services are oftentimes not tailored to startups. Moreover, complicated regulations and
changing laws make it difficult and time-consuming for startups to keep up with the latest
laws and regulations. The in-depth ecosystem analysis of the three CEE entrepreneurship
ecosystems shows that most ecosystems have at least some basic entrepreneurship support
infrastructure in place. Furthermore, the MY-GATEWAY survey indicates that more than half
of surveyed CEE startups have previously used or are currently using incubator or accelerator
programmes. Particularly network development, business development skills, access to like-
minded entrepreneurs as well as awareness raising were identified as the most significant
positive contributions of taking part in an incubator or accelerator programme. However,
some startups are not aware of all the potential services suitable to their business. Moreover,
the accessibility of some support services was identified as a problem for some startups and
the fact that some support services are not tailored to the specific needs of startups. In the
following three paragraphs, the three CEE ecosystems will be briefly discussed on the basis
of the in-depth ecosystem report (deliverable 2.1), interviews with startups as well as direct
feedback from the three CEE MY-GATEWAY partners. While this is not an exhaustive list of
available stakeholders and services, this analysis includes a brief overview of central actors
and how they are connected.

The analysis of the Czech entrepreneurship ecosystem indicated that startup support
mechanisms have developed locally rather than due to a national entrepreneurship strategy.
Besides startup support in Prague, there is a considerable support system in South Moravia
and cities such as Brno, Ostrava, Pilsen and Zlin. Local authorities and universities largely
initiated these support initiatives and represent relevant stakeholders in these ecosystems.
Some of these smaller Czech cities have developed additional ecosystem stakeholders such
as the South Moravian Innovation Centre and the Technology Park Brno. The Czech
entrepreneurship ecosystem consists of a variety of accelerators and incubators such as
InQBay, Node 5, Point One, South Moravian Innovation Centre, Prague startup center,
xPORT, StartupYard, Technology Park Brno. Furthermore, CzechInvest is a state agency that
supports startups with a variety of programmes such as CzechAccelerator, the CzechStarter
Advisory Program, Czechdemo, CzechLink and Czechmatch that offer office space,
mentoring, networking opportunities, training, legal assistance and marketing services.
Moreover, Czechinvest manages a business incubator. The Czech Republic entrepreneurship
ecosystem consists of several additional stakeholders such as the Czech Private Equity and
the Venture Capital Association (CVCA) that offer consulting services to startups. Moreover,
some multinational companies such as IBM, SAP, O2, Vodafone and many more have their
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own entrepreneurship programmes in the Czech Republic. Finally, the Czech Republic has 42

science and technology parks [2] which are mostly situated close to large cities and offer
office space, mentoring, training and networking to startups. In terms of the connectivity of
ecosystem stakeholders, the role of Czechlnvest has to be highlighted as a facilitator of
support not only directly for startups, but also for the development of support services in
Czech cities beyond Prague. This shows that CzechInvest as a state agency takes on central
roles in the ecosystem both in terms of funding support and technical advice for startups. In
addition, local authorities and universities are heavily involved in the development of support
services in Czech regional ecosystems, such as Brno and South Moravia. This includes the
founding of technology parks, incubators and accelerator programmes.

Romania’s entrepreneurship ecosystem has developed significantly in recent years. Romania
has 22 incubators, two Tier-2 accelerator programmes (MVP Academy and RICAP), two Tier-
3 accelerators (Sprint Point, Spherik) and many pre-accelerators/startup academies such as
Innovation Lab and Junior Achievement. These activities centre predominantly around two
regional startup hubs: Cluj and Bucharest. Romanian accelerators and incubators offer
mentoring, networking and in some cases early stage funding services. The MVP Academy
and Spherik Accelerator, for example, offer support services to startups as well as pre-seed
funding. There appear to be enough incubators and co-working spaces in Romania for the
relatively small number of startups. However, the support services need more international
mentors, access to networks and experienced entrepreneurs that provide entrepreneurship
services. According to the interviews with Romanian startups, ecosystem stakeholders in the
Romanian ecosystem appear to be not as connected as in the case of Slovenia and the Czech
Republic, which might be due to most entrepreneurship activity taking place in the Bucharest
and Cluj hubs. This can limit the connection across the Bucharest and Cluj ecosystems.
Further research needs to be conducted, however, to understand how individual ecosystem
stakeholders are connected and support each other.

Ecosystem activities in Slovenia take place predominantly in Ljubljana and Maribor.
However, unlike in the case of Romania, the two main Slovenian hubs are more connected
than Cluj and Bucharest, according to the MY-GATEWAY research of work package 2. Major
accelerators and incubators in Slovenia are Technology Park Ljubljana, ABC Business
Accelerator, Geek House (SK75), Go:Global (SK200), Tovarna Podjemov (Venture Factory),
Ljubljana University Incubator, CEED Slovenia (offers a programme for scale-ups and SMEs)
and SiliconGardens. These accelerators and incubators offer support services specifically
tailored to startups. Furthermore, the Slovene Enterprise Fund, as part of the Slovenian
government, offers refundable and non-refundable financial instruments for startups. The in-
depth ecosystem report (deliverable 2.1) suggests that the Slovenian entrepreneurship
ecosystem has a good balance of public and private organisations and several stakeholders
such as incubators, funds and public institutions. Start:up Slovenia connects many of these
institutions within the ecosystem. Slovenia’s entrepreneurship ecosystem cooperates with
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countries such as Italy, Austria and South East European ecosystems. The analysis of the

Slovenian entrepreneurship ecosystem shows, however, that it would desirable to connect
successful international Slovenian startups with the Slovenian local ecosystems. Similarly to
Czechlnvest, Startup:up Slovenia is one of the key supporting organisations in the ecosystem
that supports and facilitates the connections between the startups with various types of
stakeholders. Furthermore, Slovenian startups appear to receive funding primarily through
government and accelerator funding, which possibly explains the relevance of the Slovene
Enterprise Fund as a government funding institution [22].

For further details about offerings in the three CEE entrepreneurship ecosystems, see
deliverable 2.1 of the MY-GATEWAY project.

2.2.3 Talent Acquisition

CEE startups tend to struggle to hire appropriate staff for their businesses and CEE startups
tend to find it difficult to compete for staff at the international level. Failing to hire
appropriate staff to achieve growth and scaleups has been identified as one of the central
reasons for startup failure in the CEE region. Moreover, entrepreneurial education is
oftentimes lacking in these regions and there are no formalised talent acquisition processes
in place for startups. In addition, labour laws can be complicated and hinder successful talent
acquisition (see survey results of deliverable 2.2 of the MY-GATEWAY project).
Unfortunately, the interviewed startups in our study did not specify which labour laws they
were referring to when criticising the complicated laws. Therefore, it is necessary to examine
the attractiveness of CEE entrepreneurship ecosystems, adequate local talent acquisition
processes, entrepreneurship education and cooperation with universities for talent
acquisition.

In terms of education and technical skill sets, Central and Eastern European graduates appear
to have considerable IT and engineering potential. This shows that many CEE countries have
a competitive advantage and a key asset in form of qualified and large IT working groups (see
table below).
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Table 3. Ranking of the world’s top engineering talent [12].

Rank Country ScoreIndex Rank Country Score Index
1 China 100 11 Ukraine 88.7
2 Russia 99.9 12 Bulgaria 87.2
3 Poland 98.9 13 Singapore  87.1
4 Switzerland 97.9 14 Germany 84.3
5 Hungary 93.9 15 Finland 84.3
6 Japan 92.1 16 Belgium 84.1
7 Taiwan 91.2 17 Hong Kong 83.6
8 France 91.2 18 Spain 84.4
9 Czech Republic 90.7 19 Australia 83.2
10 ltaly 90.2 20 Romania 81.9

An additional important aspect related to talent acquisition is entrepreneurship education.
Entrepreneurship education is important because it raises entrepreneurship awareness [13]
and a talent base with the necessary technical and business skills for an entrepreneurship
career (team work and initiative for example). Despite increasing numbers of
entrepreneurship education programmes, many universities in CEE are rather old-fashioned
and believe in a top-down entrepreneurship skills approach. CEE universities are often well
established and develop excellent coders for example (see table below). However, at this
stage, universities are not connected well enough with entrepreneurship ecosystems and
spin-offs are therefore the exception. CEE universities should also utilise their potential to be
involved with incubators and accelerators more often.

Table 5. Rank of universities with the best coders in the world [14].

16 Czech Technical University of Prague 188.67 Czech Republic

19 Babes-Bolyai University of Cluj-Napoca 153.72 Romania

20 High school Grigore Moisil lasi 149.18 Romania

33 Technical university of Cluj-Napoca 109.45 Romania

The Romanian entrepreneurship ecosystem has some university involvement in
entrepreneurship education through incubators and accelerators. However, a European
Commission Report [15] shows that there are few academic spin-offs from universities. Some
universities opened technology transfer offices in Romania, however the results are still
modest. Romanian universities are also involved in innovation labs. Entrepreneurship is in
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rare cases integrated into school curricula and is taught at five universities in the country. In

the Czech Republic several business incubators for startup companies of students were
opened in the higher education sector such as InovaJET at the Czech Technical University in
Prague, xPort at the University of Economics in Prague and Point One at the Czech University
of Life Sciences Prague [11].
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2.3 Capability Gaps

Based on the demands and needs of startups in Slovenia, Romania and the Czech Republic as
well as the current level of support and networks in these ecosystems, the MY-GATEWAY
research identifies ten capability gaps in the Slovenian, Romanian and Czech ecosystems.
These capability gaps can be broadly grouped into three problem areas: funding, ecosystem
support structures and talent acquisition. It has to be noted that not all capability gaps listed
here are exclusive to the entrepreneurship ecosystems of Central and Eastern Europe. Other
capability gaps, such as the lack of confidence in the ecosystem, inadequate recognition and
limited cooperation among universities, startups and students, are particularly pronounced
in the Romanian, Slovenian and Czech ecosystems. Even though, some of these capability
gaps are also applicable to other ecosystems, the MY-GATEWAY project deemed it necessary
to stress limitations as well, because they were highlighted by the interviewed startups as

serious problems on the ground.

3. Funding Capability Gaps
1. Funding Opportunities for Early-Stage Startups

Many early-stage startups in the Romanian, Slovenian and Czech entrepreneurship
ecosystems rely predominantly on family and friends for their initial and in some cases even
medium- to long-term startup funding. This is partially due to limited awareness of funding
opportunities for early-stage startups in the three ecosystems, but also due to the limited
funding opportunities for startups at an early stage. The Czech Republic, for example, has a
well-developed investment ecosystem for scaleups, however, provides only limited funding
opportunities for early-stage startups. Slovenian startups, on the other hand, can rely on
government and accelerator funding in their early stages, however extent of such funding
opportunities needs to be extended. Furthermore, the inadequate VC infrastructure across
the CEE entrepreneurship ecosystems offers insufficient early-stage investment
opportunities for startups.

2. Local Venture Investment Infrastructure

Solid investment foundations and relatively strong investment flows into startups can be
found across all three countries in the CEE. However, the VC infrastructure in the three
entrepreneurship ecosystems is a common limitation across the ecosystems. Thus, startups
in the CEE region regularly rely on government funding as a funding source instead of local
venture investments. Venture capital is one market which is evidently less developed and
consists of a smaller institutional investor base in CEE. This is also one of the reasons why
there are insufficient early stage angel investments in the three countries. Specifically
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venture investment per capita in the Czech Republic and Romania tends to be low in

comparison to more developed entrepreneurship ecosystems. While venture capital funds
provided around 70 per cent of total startup funding in Slovenia, most of these funds arrive
from abroad rather than from domestic sources. In Slovenia, locally available capital is not
sufficient to fuel the growth of local startups.

3. Accessibility of Funding

The analysis of funding in the CEE region shows that the Czech entrepreneurship ecosystem
experiences relatively low public sector financing, whereas Slovenian startups receive
funding primarily through the government (in particular early-stage startups). In the case of
Slovenia, startups are wishing for an expansion of already existing public financing. Despite
the existence of at least basic levels of public sector funding, a repeatedly mentioned concern
across Czech, Romanian and Slovenian startups is the accessibility of these funds. According
to the interviewed and surveyed startups, access to these funds is made unnecessarily
difficult by adding bureaucratic steps and paperwork to the application process. Access to
private funds is made similarly difficult in the three CEE ecosystems. While private and public
funds exist, they are oftentimes hard to reach for startups. Due to the complex and
burdensome application process, many surveyed and interviewed entrepreneurs do not apply
to these funds.

4. Ecosystem Support Structures Capability Gaps

4. Clear and Comprehensible Legal Framework for Startups

A repeated concern of startups in the interviews and the survey was the unclear, complicated
and repeatedly changing legal framework for startups and businesses in their countries. Tax
burdens also oftentimes force entrepreneurs to open companies in a different country like
the UK or the USA. In addition, labour rules and regulations are oftentimes too complex for
small companies to follow adequately, which can also affect the talent acquisition process of
such small companies. If legal systems become clearer and more comprehensible, this could
be an advantage for the development of startups in the CEE countries. In addition,
governments and other stakeholders in the CEE entrepreneurship ecosystems need to
provide clearer support on legal questions, tax laws and labour rules specifically tailored for
startups. In essence, CEE entrepreneurs are seeking legal and tax incentives for their startups

—with the understanding that the hardship is mainly taking place at the early stages.
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5. Support Services Tailored to Startups

CEE entrepreneurs stressed that many support services available in their ecosystem are not
directly tailored to the demands and needs of startups. According to some of these
entrepreneurs, some support companies even see startup customers as a nuisance.
Therefore, service providers in Romania, Slovenia and the Czech Republic need to ensure that
their services are tailored specifically to the demands and needs of startups. In addition,
ecosystem stakeholders should offer services related to business registration, business
development skills as well as intellectual property protection. It would also be advisable to
involve active or former entrepreneurs in the provision of support services of startups. The
comparatively low numbers of entrepreneurs in the CEE ecosystems significantly reduce the
possibility of learning from the successes of others and consulting experienced
entrepreneurs. Moreover, the support organisations for entrepreneurs in the three CEE
countries are often staffed with people that have no prior entrepreneurship experience.
Therefore, these support organisations are oftentimes unable to provide the adequate

services required by novice entrepreneurs.

6. Awareness Raising of Available Support Opportunities

The MY-GATEWAY research has demonstrated that there is a significant gap between the
availability of existing resources in the ecosystem and the entrepreneurs' awareness of the
resources’ existence. For instance, the interviews and surveys with entrepreneurs from
Slovenia, Romania and the Czech Republic demonstrated that Slovenian and Czech startups
are largely aware of some available opportunities for startups in their ecosystem. Romanian
startups, on the other hand, are oftentimes not aware of appropriate available opportunities.
Overall, the awareness raising of existing opportunities needs to be increased across all three
entrepreneurship ecosystems. Looking for potential explanations for the weakness of the
CEE ecosystems, the MY-GATEWAY project hypothesised that we could attribute this
weakness to the lack of resources, compared to other cities with a more successful
ecosystem. To our surprise, we found that the situation, in terms of resources, is much better
than expected. However, despite the existence of resources, entrepreneurs are not
sufficiently aware of their existence and do not feel confident enough to use them. The
questionnaires distributed among different stakeholders in each ecosystem presented a
picture of how existing resources could have yielded better results, both in the number of new
enterprises and in different performance parameters. To strengthen this insight, we gathered
a variety of information from secondary sources and also addressed this issue in in-depth
interviews we held with various stakeholders.
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7. Limited Confidence in Ecosystem Support

One of the most interesting findings of this study was a significant gap between the
availability of existing resources and the confidence of the entrepreneurs in their ecosystem’s
ability to support their projects properly. Despite the availability of resources, the results are
less favorable, as can be seen from the various measurements we have made and secondary
sources used in work package 2. Considering the information gathered, and especially
considering the in-depth interviews, we conclude that there are several reasons for this
discrepancy, which can be divided into three groups: intercultural differences, bureaucracy
and lack of success stories. A large proportion of the respondents cited excess bureaucracy
as a major reason for the weakness of the ecosystem. It can be assumed that despite the
presence of resources, the excess bureaucracy makes them less available. We find here an
egg and chicken phenomenon. The lack of success stories of entrepreneurs in the ecosystem
reduces confidence in the ability to create successful ventures and reduces access to existing
resources. In addition, multicultural differences may be the reason for the sense of
incompetence and insecurity in the ability of the ecosystem to produce successful
enterprises. One of the characteristics of a successful ecosystem is the ability to create
connections and collaborations. Many studies point to social networks of entrepreneurs as a
key component of their success. In a culture where the ability to produce such a network is
low and there is difficulty in reaching various elements in the necessary network, the
development of successful enterprises is much more difficult than in cultures where these

obstacles do not exist.

5. Talent Acquisition Capability Gaps
8. Improvement of Entrepreneurial Education and Training

The MY-GATEWAY analysis of the three CEE entrepreneurship ecosystems has
demonstrated the importance of entrepreneurial education for the growth of CEE startups.
Despite increasing numbers of entrepreneurship education programmes in CEE, many
universities in CEE tend to be more old-fashioned in their education approaches and believe
in a top-down entrepreneurship skills approach. Appropriate programmes that cater to
female entrepreneurs are also not very widespread in the CEE countries. Improving and
developing entrepreneurial education and training programmes could also increase the

number of talent in the region with appropriate entrepreneurship skills.
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9. Inadequate Recognition as Regional Hubs for Startup Entrepreneurs

The attractiveness of CEE as regional entrepreneurship ecosystems has not been recognised
by all entrepreneurs, investors and ecosystem stakeholders. This inadequate recognition of
the regional CEE startup hubs is among the reasons for the brain drain taking place in the CEE
region as well as the limited access to international markets and talents. The inadequate
recognition also appears to affect the self-perception and the ambitions of CEE startups. The
ambitions of entrepreneurs in the three CEE ecosystems are relatively low in comparison to
more developed entrepreneurship ecosystems. This is reflected both in the areas in which
entrepreneurs choose to specialise in and the goals they set themselves. In developed
ecosystems, for example, one can find higher levels of technological entrepreneurship, which
is lacking in the three examined countries despite the high number of skilled workers.
Moreover, the goals set by the interviewed and surveyed CEE entrepreneurs are not
sufficiently ambitious (economically and in terms of their business expansion domestically

and internationally) compared to entrepreneurs in developed ecosystems.

10. Insufficient Cooperation with Universities, Students and R&D Departments

One of the limitations identified by the MY-GATEWAY project is the fact that CEE startups
oftentimes do not engage close enough with (potential) central entrepreneurship ecosystem
stakeholders, such as universities, students and R&D departments. It has to be stressed,
however, that this is not necessarily a shortcoming of the startups themselves but can also
be due to these stakeholders not engaging directly in entrepreneurial activities. Romanian
universities, for example, are to a limited degree involved in the Romanian entrepreneurship
ecosystem through incubators and accelerators. Moreover, some universities opened
technology transfer offices in Romania, however the results are still modest. However, a
European Commission Report [15] shows that there are little academic spinoffs from
universities taking place in Romania. In the Czech Republic, several business incubators for
startup companies of students were opened in the higher education sector. Overall, the CEE
entrepreneurship ecosystems need to understand students as a talent pool and utilise the

potential of possible spin-offs by working with universities and R&D departments.
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6. Potential Solutions to Key Issues

In comparison to developed entrepreneurship ecosystems, such as London and Tel Aviv, the
investigated CEE ecosystems show considerable weaknesses and capability gaps. The
capability gaps that were identified in this MY-GATEWAY synergy report can seriously
impede the successful and sustainable growth of startups in the CEE region. The analysis of
the ecosystems, surveys and interviews even suggests that these identified drawbacks have
negative downward spiralling effects on the development of the ecosystems. Ultimately, the
low numbers of experienced entrepreneurs in support positions, the lack of awareness of
available services and resources, the relatively low ambitions of CEE entrepreneurs, etc.
require integrated actions to solve these shortcomings. In addition, the CEE ecosystems
require enhanced connectivity of programmes, funding sources and synergies amongst
partners within and beyond their ecosystem. It is also necessary to identify steps that
contribute to the internationalisation of the CEE ecosystems. Therefore, this final section of
this synergy report proposes potential solutions to some of the key issues identified in the

report.

3.1 Approaching Funding Capability Gaps

In terms of funding shortcomings in the CEE region, this report highlights that specifically the
infrastructure of business angel networks is not favourable for venture capitalists. This
unfavourable infrastructure may be one of the reasons for the limited funding opportunities
for early-stage startups and the reliance on public funds, which are oftentimes not very
accessible. Slovenia and the Czech Republic have a relatively active angel investment scene,
whereas Romania is not as strong in this regard. The Czech Republic appears to be more
active in early-stage startup funding from VCs. Nonetheless, the working conditions for VCs
and business angel networks do not appear to be favourable. Monetising business angel
network services would be a possible route to make these services more attractive and
sustainable for investors. At this stage, business angel networks in CEE rely largely on
external funding or public funding from parent organisations instead of monetising their
services.

Related to this point, the MY-GATEWAY project will make it easier for investors to identify
startups in the CEE region that fit their criteria for investment by developing a funding
template (Deliverable 3.2.2). This funding template summarises clear and necessary
information about startups and thereby reduces the time needed to understand and prioritise
information about individual startups for investors. Moreover, the funding template will set
a list of funding criteria based on investors’ needs and is supposed to be used as an accessible
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tool by investors. Thereby, the MY-GATEWAY project hopes to make the work of investors
easier and more effective.

An additional problem for CEE startups in relation to funding is that many VCs, angel
investors, accelerators and incubators do not have the necessary local networks to rely on
and are also geographically restricted to their region. Therefore, the MY-GATEWAY project
organises several Access2Finance Workshops, which will bring together investors and
startups across the three startups ecosystems. While many CEE startups were partly aware
of some funding opportunities in their ecosystems and abroad, they relied primarily on
friends and family. This also showed that many startups were not aware of appropriate
funding opportunities. The Access2Finance Workshops will also benefit these startups by

connecting them with startups beyond their ecosystem.

Finally, the MY-GATEWAY project will develop training materials and conduct in person and
online training programmes for startups on public and private funding (work package 5).
These training programmes will tackle the big capability gap identified in section 2 of the
synergy report that startups are not always aware of European funding opportunities and
specific programmes that target startups in the CEE region. These practice-based
programmes will provide staff in three entrepreneurship ecosystems with a better

understanding of available European-wide public and private funding opportunities.

3.2 Approaching Ecosystem Support Services Capability Gaps

One of the central shortcomings of support services in the CEE entrepreneurship ecosystems
is that support services are not always tailored to startups. In addition, bureaucratic burdens
make some of the support services inaccessible. Some more developed ecosystems, such as
the London or Tel Aviv ecosystems, offer e-gov services to entrepreneurs that are interested
in setting up a new business. These e-gov services tend to operate in a one-stop-shop manner
and avoid the bureaucratic burden that was lamented by CEE entrepreneurs in the interviews
and the survey. Best practice examples of such support providers for startups in the London

ecosystem are Entrepreneur Handbook and Capital Enterprise.

Another strength of the successful ecosystems that is lacking in the CEE countries is the
existence and knowledge of successful entrepreneurs that act as mentors in the ecosystem.
Lack of entrepreneurs in the ecosystem prevents the possibility of learning from the
successes of others and consulting with experienced people. Such hands-on
entrepreneurship experience would inevitably strengthen the support organisations when

enlisted to them.
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The synergy report also highlighted that many CEE entrepreneurs are not aware of

appropriate funding and support services that are on offer in their ecosystem and that there
is not enough confidence in the ability of ecosystems to support startups appropriately.
Moreover, some entrepreneurs might find it difficult to acquire necessary information about
available opportunities in their ecosystem. In the London entrepreneurship ecosystem,
entrepreneurs rely largely on their networks, newsletters and website information from one-
stop-shop support organisations or accelerators such as ECHO or Creative Entrepreneurs to
receive news about the latest developments and new opportunities in the ecosystem. InIsrael
there are different organisations in support of the entrepreneurs like the Innovation Authority
(formerly OCS) or the Export Institute of Israel. There are also private initiatives like Startup

Nation Central that provide information to the entrepreneurs in various challenges.

Furthermore, it is necessary to create closer connections between people, startups and
ecosystem stakeholders within and across ecosystems. Especially connections between the
CEE ecosystems and Western European ecosystems need to be developed more. This is a key
aim of the MY-GATEWAY project, which increases connectivity and opportunities across CEE

ecosystems and with Western European ecosystems.

In addition, the MY-GATEWAY project identifies concrete opportunities for enhanced
connectivity on three levels: intra-ecosystem connections, inter-CEE connections as well as
connections between Western European and CEE ecosystems. The advantages of these
connection opportunities will be provided as well as a list of concrete opportunities and how
to achieve this will be outlined. This evaluation will outline opportunities for enhanced
connectivity of programmes, funding sources and synergies amongst partners within and
outside their ecosystem. The potential opportunities for enhanced connectivity will be
outlined below, but a more detailed engagement with opportunities for mutual learning
between CEE partners and seeking outside support from external ecosystems can be found
in deliverable 3.5 of the MY-GATEWAY project (the report on the MY-GATEWAY Meetup).

By identifying areas where individual CEE startups are weak (where stakeholders identify a
gap and would like to learn how to close this gap), neutral (where stakeholders are eager to
discuss potential improvements) and strong (where partners feed comfortable to share best
practices), the MY-GATEWAY project identifies combinations between CEE ecosystems and
beyond that can benefit the development of entrepreneurship ecosystems and ultimately the

growth of CEE startups.

By matching the weak-strong, weak-weak and strong-strong cases accordingly, a few
possible combinations for mutual learning and areas of necessary outside support are
specified. Below you can find the list of weak-strong, weak-weak as well as strong-strong

combinations:
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Weak - Strong combinations (WS): Opportunities for mutual learning between CEE

partners

e WSa1 Access to stock markets (IPO)
e WS2 Access to public grants (national)

Weak — Weak combinations (WW): CEE partners seeking outside support

e WWa Establishing spin-offs & spin-outs from universities
e WWa2 Access to business angels

e WW3 Administration

e WWj4 Taxrates

e WW;s Access to international markets

Strong - Strong combinations (SS): Opportunities for sharing CEE partners’ best

practices

e SSa Access to crypto assets (ICOs)
e SS2 Access to crowdfunding

In addition to these three combination possibilities, there are also possible combinations
where ecosystems do not have extreme strengths or weaknesses. In these areas, CEE
ecosystem stakeholders can work together with other ‘neutral’ CEE ecosystems or find
external help whenever needed. Areas of ‘neutrality’ are the following aspects of the CEE

entrepreneurship ecosystems:

e Accessto Incubators/accelerators

e Programs to promote entrepreneurship and innovation

e Access to public Grants (EU)

e Accessto Venture Capital

e Access to debt capital (loans)

e Accessto consultants/advisors

e Business Licensing and Permits

e Availability of Market Information

e Availability of top managers

e Availability of scientists and engineers with the right qualifications

Many of these combinations address specific shortcomings and capability gaps that were
identified by this synergy report. Access to public grants, business angels, crypto assets,
crowdfunding and international markets focus on some of the capability gaps related to

funding such as the local investor infrastructure, early-stage startup funding and public
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funding opportunities. The weak-weak combination ‘establishing spin-offs and spin-outs

from universities’ addresses the capability gap related to insufficient cooperation with

universities, which often results in inadequate talent acquisition in the CEE region.

However, the CEE ecosystems need to look beyond regional and international support
structures and enhanced connectiveness of programmes, funding sources and synergies
amongst partners within and beyond their ecosystem. Thereby, the ecosystems can foster
strong cooperation rather than relying on external support. This may be one step towards
contributing to the internationalisation of the CEE ecosystems, which appears to be a

shortcoming at this stage.

3.3 Approaching Talent Acquisition Capability Gaps

This MY-GATEWAY project research found that startups in the three CEE entrepreneurship
ecosystems tend to not have formalised talent acquisition models. In addition, CEE startups
struggle to access and employ adequate talent from the region. Finding the right employees
with the necessary technical, financial, digital, management and leadership skills as well as
entrepreneurial mind-sets is necessary for startups to scale up successfully. Therefore, one
central task of the MY-GATEWAY project is to support startups to find talents (Work Package
4). Startups need to collaborate more closely with universities and vice versa in order to
improve entrepreneurial education and to build a base of talent for startups. By learning from
best practices of initiatives that successfully facilitate collaborations between startups and
universities (deliverable 4.1), CEE ecosystems can get inspiration for potential future

collaborations.

An additional development from the MY-GATEWAY project is a talent acquisition model
(deliverable 4.2), which will create a structure that helps startups in finding appropriately
skilled students. Furthermore, it will incentivise students to consider a career in a startup

instead of a large corporate or a career abroad.
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7. Conclusions

In conclusion, central and eastern Europe can be an attractive region for investors and
entrepreneurs, because of the relatively low cost of labour, the developing startup
ecosystems as well as the well-educated graduates with expansive IT skills. However, in
comparison to developed entrepreneurship ecosystems, such as London and Tel Aviv, the
investigated CEE ecosystems show considerable weaknesses. The analysis of the
ecosystems, surveys and interviews even suggests that these identified drawbacks have
negative downward spiralling effects on the development of the ecosystems. It is therefore
vital to understand the capability gaps address the shortcoming with appropriate and

integrated solutions.

Within CEE, entrepreneurship support and the development of entrepreneurship ecosystems
differ considerably across the region and may even vary within a single country. Nonetheless,
the MY-GATEWAY Synergy Report examined the demands and needs of startups in
increasing their growth potential in the three CEE ecosystems as well as the current level of
support for startups in their respective ecosystems. Thereby, it identified ten capability gaps
in the current level of support for startups in Romania, Slovenia and the Czech Republic:
funding opportunities for early-stage startups, local venture investment infrastructure,
accessibility of funding, clearer and more comprehensible legal frameworks for startups,
support service tailored to startups, awareness raising of available opportunities, more
confidence in ecosystem support, improvement of entrepreneurial education and training,
recognition as regional hubs for startup entrepreneurs and finally cooperation with
universities, students and R&D departments. These ten capability gaps can be broadly

categorised into three groups: Funding, ecosystem support services and talent acquisition.

Due to these capability gaps, it might not be surprising that the ambitions of entrepreneurs
inthe three CEE ecosystems are relatively low compared to entrepreneurs in more developed
entrepreneurship ecosystems. This is reflected both in the areas in which entrepreneurs
choose to specialise in and the targets they set themselves. In developed ecosystems, for
example, one can find higher levels of technological entrepreneurship than in the three
examined countries. Moreover, the goals set by the interviewed and surveyed CEE
entrepreneurs are not sufficiently ambitious (economically and in terms of their business
expansion domestically and internationally) compared to entrepreneurs in developed
ecosystems. Ultimately, the consequences of the capability gaps and the relatively low
entrepreneurial ambitions reduces the growth and scale-up potential of startups in the three

CEE ecosystems.
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Therefore, it is imperative the capability gaps identified in this synergy report. The gaps can

be solved or at least minimised by introducing a set of measures that this synergy report
proposes to the ecosystems such as closer cooperation with universities, a talent acquisition
model, as well as private and public funding opportunity workshops. The synergy report also
identifies opportunities for enhanced connectivity on three different levels: within
ecosystems, among CEE ecosystems and between West European and CEE ecosystems.

One of the most interesting findings of this study related to a significant gap between the
availability of existing resources in the ecosystem and the entrepreneurs' awareness of the
resource’s existence as well as the confidence of entrepreneurs in their ecosystem’s ability to
support their startups properly. Looking for reasons for the weakness of the ecosystem, we
hypothesized that we could attribute this weakness to the lack of resources, comparing to
other cities with a more successful ecosystem. To our surprise, we found that the situation,
in terms of resources, is much better than expected. However, despite the existence of
resources, entrepreneurs are not sufficiently aware of their existence and do not feel
confident enough in the ecosystem to use them.

Considering the information gathered, and especially in light of the in-depth interviews, we
conclude that there are several reasons for this discrepancy, which can be divided into three
groups: intercultural differences, bureaucracy and lack of success stories. These hypotheses
require further examination and therefore we plan to deepen our research in the context of
work package 6 of the MY-GATEWAY project.
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