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STARTUP THINKING IN EVERY
SECTOR AND COMPANY

Latvia does not have valuable mineral deposits or large volumes of primary
industry exports, except timber. Nor do we have large-scale manufacturing.
But we do have the so-called intangible industry — everything done by
sophisticated [T companies. We have something that even much bigger
economies envy — a highly developed and rapidly expanding startup
segment. On several occasions, foreigners have asked me — what is the
secret of Latvia (and the Baltics overal)? Why are we so successful in
startups”? We have numerous startups which have become global success
stories. Perhaps some deficiencies in other sectors of the economy have
encouraged the strong growth of qualities most needed in today’s world. Of
course, not every new idea earns millions, nor does every startup survive and
thrive. But even if in the early stages
a startup looks lke a game played
by hipsters, startups have an ever-
increasing role in the real economy.
In Latvia, startups and the creative,
enterprising people behind them are
exactly what we need to escape from
the so-called middle-income trap.
Startup thinking, which regards the
whole world as its home market, is
vitally important for every sector and
company. Startups are something we
Baltics can truly be proud of and from
which we can continue learning.

Editor-in-chief, Dienas bizness
Photo: Ritvars Skuja

WE DON'T JUST SIT AND DRINK
COFFEE

Last year, Accenture opened a Liquid Studio in Riga to help clients speed
up innovation and software development cycles. At the Liquid Studio,
clients work alongside Accenture engineers to quickly turn concepts into
products, taking days to achieve what used to take months. Experimenting
with innovative technologies including artificial inteligence and the internet of
things helps organisations to rapidly evolve their operations and customer
experiences. Why, am | teling you this? We don't just sit and drink coffee
and wait for a better life. We create it. The Baltics need startups thinking and
experience in every business field, regardless of whether a company is large
or small. Accenture is a global management consulting, technology services
and outsourcing company. We see great opportunities in synergies with
startups, and we already have startup
thinking in our Liquid Studio. We see
Accenture as a bridge, and we can
help our Latvian startups by arranging
meetings in a matter of minutes which
could otherwise take months. The
role of contacts is highly valuable
and sometimes underestimated as
it cannot be measured with money.
Every year Accenture acquires or
invests in other companies, including
startups, and if we find the right
company we would love to invest in
the Baltic States.

Accenture Lead in Latvia
Photo: Andrejs Losevics
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LATVIA EARMARKS
/5 MILLION TO

SUPPORT STARTUPS 'NFRAS

Latviais planning to give significant support to the startup movement s M E u “
both financially and by creating adequate infrastructure

This is revealed in the following interview with Olga Barreto Gongalves, ” mEY
Chief StartUp Instigator at the Investment and Development Agency of Latvia
(LIAA).

The second version of Law on Aid for Startup Companies was "AVE Nswsmy
passed in early 2018. What further changes are planned?

Essentially the law was written by the startup ecosystem and is now
managed by LIAA. After its adoption in January 2017, together with the
Ministry of Economics we gathered the recommendations of the startup
ecosystermn on how to improve it. Startup founders were very responsive
and gave constructive suggestions, while for our part we created a list of
things to be changed, and we met with all the relevant parties to discuss the
options. As a result, the law's second version covers around 80% of all the
issues we wanted to amend. The remaining 20% are related to the cases
when startups receive investments in companies registered outside Latvia.
We would like to address that issue, too. The way we see it: if you a startup
which receives an investment abroad but has a solid business operation —
the “brain’, so to say — in Latvia, then we would like to support you. We are

looking for the precise wording of this clause now, but the main idea is: we
want to open the support door wider and empower more startups.

How much funding is earmarked for startups in Latvia?

Regarding state support, currently early-stage startups have access
to 15 million euros from the acceleration funds. This is intended for startups
which have an idea or and MVP (minimal viable product), and now need to
test and fine-tune it. A larger sum — 60 million euros — soon will be made
available for growth stage startups. Another interesting news: at the end
of 2017, Latvia adopted the Social Entrepreneurship Law, under which 12
million euros will be available to companies seeking to solve social issues.
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Based on my experience working in Asia, | am confident that this programme
can produce a number of successful social startup stories.

Where does LIAA see itself in the context of the startup movement?

In early 2017 LIAA was not yet a significant player in the startup
movement, so following adoption of the Law on Aid for Startup Companies
which we were designated to manage, we had to educate ourselves fast.
In the beginning it was hard, and it's still not easy, if 'm completely honest.
Startups is a rapidly developing field and, as quite a newbie, we needed
some time to catch up with it. So, several months went by while we were
managing the lawand in parallel trying to define our strategic approach and
our role in the ecosystem. We had quite an immersion into the startup vibe
and we studied the best practices from around the world. For example,
thanks to state support, the startup movement in Chile — also known now
as Chilicon Valley — has witnessed a substantial progress in just five-seven
years. There are excellent models to learn from and from early days we
aspired to do exactly that, but — as | said — this requires time and resources.

In May 2017 ljoined the LIAA team to lead agency’s strategic startup-
related work, and now we are a two-person team dedicatedly working with and
for startups. We envision that LIAA should become a startup one-stop-shop-
responsive, proactive and transparent. We want to be startups’ best friend,
who would not only mediate the relationships between the ecosystem and
the Ministry of Economics, but who would also add value to the ecosystem
by providing growth and development opportunities for startups word-wide.
We want to become the place where startups can ask all the questions that
pother them, be it business-related or —what can be most relevant for foreign
startup founders — how to, say, “hack life” in Riga. This is our intended way to,
first of all, good and from there — to great.

So, this is the medium-term vision. In the short-run, we will keep
ourselves busy with currently pressing things. For example, there is no proper
database of Latvia-based startups, listing their fields and contact detalils, as
well as tracking their progress. Labs of Latvia made a great attempt at that
but the database was not complete. In absence of a database, we have no
way to reach out to startups, communicate with them and inform them about
opportunities. That is why we're currently setting up such a database, and at
the end of 2017 we surveyed startups (whoever we could reach at that point)
to learn their views on what is happening. Speaking of Labs of Latvia, in early
2018 LIAA took it over from Altum, with intention to keep it going and growing
the impact it's been having on the startup community.

Among other LIAA's priorities, we want to ensure support and provide
infrastructure for startups registered in Latvia, so they have necessary tools

to grow and moativation to stay here, even if in part. We also want to put
Latvia on foreign startup founders” map and convince them that we are a
worthy startup destination. We want to promote Latvia as a great launchpad
to found startups. What works in our favour: compared with the other Baltic
capitals, Riga is the most liveable city. It is of optimal size, it's safe, it's clean,
the culture is rich, the nature is stunning, it's a smart city when we speak
of technology but it is also emotionally intelligent, if one can say such thing
about a place. Riga —and Latvia in general — can cater to all types of people,
extroverts, introverts — you name it. It's just more fun herel

What is the plan for attracting startups from other countries?

The first thing to do is to let them know we exist and tell our story,
because while people dont know a thing about Latvia, we won't get
anywhere. Then we need to invite them to travel here and check us out.
What follows: if all stars align right, they will consider staying here. For this to
happen, it's vital to work with strong partners around the world, and to make
friends with other startup ecosystems. The usual idea is that companies
and countries compete with each other, and you don't want to say too much
because someone will use it against you or steal it. Yes, that is somewhat
rational, but if you think globally and try capturing the big picture, the benefits
of cooperating far outweigh possible losses. So currently we are trying to
make friends with other countries’ startup ecosystems at the Baltic level. But
we're not just talking about the Baltics or Europe, we're looking at the whole
world. I've already had conversations with several ecosystems, including
Brazil, Chile, the Philippines, South Korea, Portugal, and Denmark.

Furthermore, LIAA would also like to send its missions to countries
which already have some knowledge and interest in Latvia, but which lack
information about current processes. In short: we want to convince those
who know about us but are not fully sold yet on the idea of moving here.
There's already demand in former Soviet countries like Ukraine, Belarus,
Russia, Kazakhstan etc. Latvia is an entry point to the European Union: often
startups founders from other countries can't move straight away to Germany
or France because they are 100 expensive — and Latvia wins a point in
this battle. Another advantage for Latvia is the multiingualism of its people,
who speak English and Russian (and often more), in addition to Latvian.
There's interest not only from the CIS countries, but also from Asia and
South America. There's a slightly different scenario here, as we got to know,
because some time ago small companies from those regionstried to enter
the European market through the Western gate, but they didn't succeed.
While the Western European market is dynamic and aggressive, the Baltic
states are relatively inexpensive and more laid back. So some foreign non-
European entrepreneurs see the Baltic states as a second chance to enter
the European market. Good news for us!
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THE BEST KNOWN
ESTONIANS ON THE
STARTUP SCENE

TransferWise is one of the world’s most successful FinTech startups,
having raised 397 million dollars from such investors as IVP, Old
Mutual, Andreessen Horowitz, Sir Richard Branson, Valar Ventures
and Max Levchin of PayPal

Co-founded by Taavet Hinrikus and Kristo K&armann, TransferWise
was launched in 2011. Last November TransferWise announced a 280
million dollar investment round as the company focuses on new products
and APAC expansion. The round was led by asset management giant Old
Mutual Global Investors, which invested through funds managed by its small
and mid cap UK equities desk, and IVF, a Silicon Valley venture capital firm.
IVP counts SNAP, Dropbox and Twitter amongst its portfolio. Silicon Valley's
Sapphire Ventures, Japanese company Mitsui & Co, Ltd, and US Japan
venture firm World Innovation Lab also joined as new investors. The round
was supported by existing investors Richard Branson, Andreessen Horowitz
and Baillie Gifford, who all reinvested.

«IransferWise is one of the most exciting tech companies in the world
and we've been watching them from afar for years. We're thrilled to be part
of their mission to give everyone a fair deal managing their money across
borders. It's rare for us to make an investment in a European company but this
opportunity was too good to miss,» said VP general partner Jules Maltz. Old
Mutual Global Investors team looks to invest in companies with the potential
to significantly disrupt an industry, adds Richard Watts, a fund manager at
Old Mutual UK Mid Cap Fund. «TransferWise, with its innovative product and
customer-centric service, offers people a cheaper way to send money and
is rapidly gaining market share from the traditional money transfer providers.
The opportunity to invest now in a private company, with a hugely exciting
global growth story, is particularly compelling and we believe this holding will
penefit investors in the funds we manage,» he told.
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TransferWise announced its new Borderless account in May, allowing
small and medium businesses across the US and Europe to hold money in
up to 28 currencies with access to local bank account details. A consumer
Borderless account and card is planned for launch in the UK and Europe in
2018. TransferWise serves over 2 million customers and offers 7560 currency
routes. In October the company launched its Borderless account in Australia,
with further expansion across APAC planned. The company already has
hundreds of thousands of customers in the region, having announced a hub
office in Singapore this year, with satellite offices in Tokyo and Sydney.

“We have a mission to bring TransferWise to everyone in the world
who needs it. Today customers send well over a billion pounds using our
platform each month for every conceivable reason — whether to help out
relatives back home, pay bills overseas or expand their own business into
new territories. But one billion pounds is just a slice of the market, which

| think that Baltics businesses have long ago realized that
if they really want to have an impact on the world and see
exponential growth, they need to think globally from the
start,» says Taavet Hinrikus, TransferWise co-founder and
chairman.
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means millions of people are still being ripped off by banks and traditional
currency brokers every day. It's great to have the support of Old Mutual
Global Investors and IVP in bringing fair and transparent financial services to
more people through our Borderless account,» said Transfer\Wise co-founder
and chairman Taavet Hinrikus. He had more to say about the Transfer\Wise
success story in an interview with the magazine.

Tell us once more about TrasnferWise — how it all started and
where the company is now?

TransferWise started when | and Kristo realised how much money
it cost to transfer money between the UK and Estonia. At the time | was
based in London but was paid in euros; Kristo worked in London and paid a
mortgage in Estonia in euros. We each needed the currency that the other
had so we figured out a fair way to exchange money between ourselves,
using the mid-market rate — without the mark-up rate and fees charged by
the bank. We ended up saving thousands of euros and realized there were
millions of people across the world who could do the same. So TransferWise
started out as an online international money transfer platform. Now we have

TransferWise Borderless accounts: a virtual, multi-currency account that
allows you to make payments and send money around the world easily,
quickly and cheaply and with a local account number. Basically, it's like
having a local account in any country you need, but without all the hassle.
We have more than two million people over the world using us actively, and
they're moving more than a billion euros each month. But, obviously, there's
still a long way to go.

What is needed to make a successful business in Baltics?

| think that Baltic businesses have long ago realized that if they really
want to have an impact on the world and see exponential growth, they need
to think globally from the start. Also, they need to figure out if they are solving
a real problem. Successful businesses usually address a widespread
frustration. In TransferWise's case, it started with our personal frustration,
but we quickly understood that there are millions of others with the same
problem.

TransferWise started with your private money. How important is
money for accelerating business? In which phase of development
will there be a need for additional investments?

Ideally, you need to set up your business so that you're not desperately
dependent on external funding. If you can make it work and still get investors
that are sincerely interested in backing your business, that's when you get
the best deal. We're lucky to have had investors that really believe in what we
do and that have a long-term view. Now we've been profitable since early
2017, so we don't need new investments for day-to-day operating costs.
However, we're continuing to grow at an accelerated pace and need to
maintain a strong balance sheet while doing so, which was also the reason
for our recent funding round.

How would you describe Baltic startup scene? What tendencies do
you see here?

I'm obviously most familiar with the scene in Estonia. The investments
into Estonian startups have grown each vyear, which is certainly an
indicator of investor interest in the whole region. Entrepreneurship inspires
entrepreneurship and so the ecosystem goes from strength to strength. But
| would also say that it's up to the Baltic states to create the conditions to
enable entrepreneurship to flourish. For one, the free movement of talent
within Europe has been one of the key ingredients for success so far. |
cannot stress enough the importance of immigration. TransferWise's Tallinn
office is home to people from over 30 different nationalities. We need to be
open to global talent.

Baltic Startup Mag
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What are your favorite startups in the Baltics?

| am not going to name any one, but | always favor startups that set
out to solve a real, painful problem, and startups that have a strong focus
on their users. How do you make your service easier, faster and cheaper”?
Everyone in the company must be thinking about these questions. This will
Create a culture that's focused on customers, which will, in turn, create a
successful company.

TransferWise, as well as other Estonian and Baltic startups have
their headquarters in London. Why? Why it is important and how it
can help develop a business on a different scale than in the home
market alone?

Choosing the market you're initially going to focus on is a very important
decision. Focusing on a big market means having a big and diversified group
of potential users. The population of London alone is bigger than the Baltic
states combined. So, going for a big market makes sense. There are other
factors here, such as being close to your investors and in their preferred legal

And the same time - a lot of companies have their biggest offices in
Riga, Tallinn and Vilnius. Why is that important?

| think it comes down to the founders and their personal connections.
Some of the first people | reached out to when starting TransferWise were
people that | had been working together building Skype. It's also a nice little
secret: knowing that there are lots of powerful brains and dedicated people
here who are motivated and skilled enough to take on something ambitious.

Sometimes skeptics might think startup is just a trendy term. Why
are startups important for the local and global economy?

If you look at disruption, it's less likely to come from big, traditional
companies, and more likely to come from small startups whose whole
existence is built around changing the status quo. So eventually it's the small
upstarts that drive innovation and challenge the big players to change the
world.

Baltic Startup Mag

«The investments in Estonian startups have grown each

year, which is certainly an indicator of investor interest in the
whole region. Entrepreneurship inspires entrepreneurship
and so the ecosystem goes from strength to strength. But
| would also say that it's up to the Baltic states to create
the conditions to enable entrepreneurship to flourish, » says
Taavet Hinrikus, TransferWise co-founder and chairman.

jurisdiction, which is why a lot of startups opt for the US. But the main focus
needs to be on being close to customers.

How are startups changing business?

If we look at financial services, it practically stood still for a long time.
Now in the last six years we've been able to start a revolution when it comes
to money transfers. There's still a long way to go for us, but the number of
companies that have sprung up in our footsteps are all changing consumer
expectations around financial services. And when you have the perfect storm
of changing consumer expectations and new technology like the mobile
experience, it will result in a whole industry being disrupted.
I'm quite sure that in five years’ time, the financial services sector will look
completely different.

How important are local startup success stories? How has the
TransferWise and Skype story changed Estonian minds about
business and startups?

| think they are very important, because they create a virtuous circle.
Not too far in the future, we'll see a circle of people called # Transfer\WiseMafia
go on to found new success stories with all the skills and inspiration they
gained from building Transfer\Wise.
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CONTACT
NETWORKS MUST
BE CREATED WISELY

The greatest assets of Latvia and the Baltics on the global stage
are smart, skilled and talented people who have proved to foreign
partners that they are serious, reliable and ambitious allies in
business

This is the view of Marija RuCevska, CEO of TechChil, the leading tech
event in the Baltics. Every month, Marija travels to at least two startup and
tech events outside Latvia to make new contacts with people interested in
the Baltics. She wants the first point of serious contact for them with Baltic
startups to be TechChill. In this interview, she speaks more about Latvia’s
startup environment and its development over the last three years.

To organise TechChill, you’ve been to many conferences overseas.
What conclusions have you drawn from your experiences? What
does Latvia have going for and against it in terms of a good startup
ecosystem?

Latvia's startup ecosystem started taking off around 2012. In the last
three years when | have been more actively involved, I've seen much faster
growth than in the early days when TechHub Riga was the only co-working
space in Riga. Then it was a closed community where everyone interested
in tech gathered. Things are totally different now, and there are so many
new initiatives that it's hard to know who is working on what and who has
contacts.

Il start with what we're missing. We lack cooperation at the local level,
We have very close cooperation with Estonia and Finland, and partnerships
with them develop much quicker than with similar organisations in Latvia.
Sometimes it's easier to collaborate with people you don't see every day
than ones who live in your own city. Maybe it's due to information overload.
| think we lack global connectors. | don't know whether I'd describe myself
as one, but | have quite a large network and if | see that | can introduce and
bring together people, then | do. The big tech media such as TechCrunch
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and VentureBeat have written about Latvia, but only because we've met at
some event and I've had the chance to charm them — | know such-and-
such people and can make recommendations about local startups. But to
develop advanced networks takes a lot of effort, and you can't do it just
sitting in Latvia. Startup founders need to travel to different conferences to
build their network. Although everything is digitalised today, one thing will
never ever change — the value of meeting person-to-person. So startup
events will live forever.

So we’re all clear about the problems. What are the good things we
have at the global level?

At the global level, or greatest assets are our people. Many foreigners
I've talked to (especially from the USA) think that we're just like them in being
able to adapt to any situation. There are big differences, for example, with
Portuguese and Spanish companies. Several US investors have said that
we think alike about priorities, the way we do business, make friends and
collaborate. There are lots of smart people in the Baltics who speak three
languages, which is a rarity globally. When | tell people abroad that we speak
three languages, few of them believe me at first. They see us as serious,
balanced, reliable people who don't exaggerate or get overly emotional,

The infrastructure and standard of living here in the Baltics is excellent.
We have nothing to complain about. Whenever | return home from abroad,
| feel like I've returned to paradise — everything is handy, everyone speaks
good English and it's a good environment for foreigners as well. The opinion
that foreigners aren't welcomed here is bullshit. Of course, you can't just
approach random strangers on the street. You need to find your community
and environment where you feel comfortable — you have to make an effort
to create a circle of contacts. Even the state is increasingly supportive to
business. Naturally, state institutions still rely on partners in the ecosystem
to show them the way. At TechChill we also devote time to helping state
institutions like the Investment and Development Agency of Latvia and the
Ministry of Economy “catch up.”

There are so many conferences. How do you choose which ones to
go to?

| travel at least twice a month to events in Europe or further afield
to build my network. These events give me access to people who could
be useful. Before | go | do background research to understand who will be
there. | make the first ping before the event, then continue during the event,
continuing with meetings and then follow-up when | return home. For a long
time, | was almost the only one from the Baltics at these events. But lately
there have been others, which is good news. At some events all of us are

the initial Baltic point of contact for foreign investors, community builders and
startups interested in the Baltics. We're forming their first impression. Don't
get me wrong — there’s a lot of interest! The problem is we don't have any
individual or organisation to refer them on to that | can be sure will give them
a fantastic onboarding, to convince them that it's worth visiting and possibly
in the future investing or settling in here.

Baltic Startup Mag

“"You need to understand that if you sit at home, no one
will find out about you. If you travel and you move in these
circles, new opportunities and horizons open up, and you

start getting interesting e-mails.”

Earlier, when | was less experienced, | went to the events which
people talked about most. Now | only go to conferences whose organisers |
already know, as well as events which are relevant to our ecosystem. | don't
think our priority should be to go to the huge markets as for example, USA or
Asia to try and attract one particular investor. It is more doable to first make
connections in Europe, a closer market and more accessible. | think it's
crucial we work with the Nordic countries, which are right on our doorstep
and are the regional leaders in technology. The same goes for Western
Europe. At the same time, we're also visiting Belarus, Ukraine and parts
of Russia, because we're looking for ideas and we want to entice startups
and foreign talent from there to move to Latvia at some point — but without
dreaming about unicormns. They see us as a gateway to Europe, the only
thing missing — how to make it easier to invite them to come over?

You mentioned that Baltic people rarely venture outside their home
region. Is that down to Baltic shyness?

| don't think it's Baltic shyness, its more to do with inadequate
networks. When | go to an event, I'm immediately invited to different kind of
side-events with more tailored audiences. Perhaps people are afraid of the
entry fees, which can be quite expensive. But you need to understand that
if you sit at home, no one will find out about you. If you travel and you move
in these circles, new opportunities and horizons open up, and you start
getting interesting e-mails, for example people in my contacts list regularly
write to me saying | should meet this or that person. Things are moving
faster! Business is all about relationships! It's up to you how good or close
they are.

I’ve heard quite a few people say, “l don’t go to conferences anymore,
because my business has grown so much that there’s nothing more
to be gained.”
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Bullshit! It never ends, it's a lifestyle — once you're in the tech startup
environment, you're in it for the long haul. Of course, involvement depends
on priorities and what you want to get from startup events — early stage
founders are interested in investors, networks, and feedback about products,
while scale-ups want recruiting, catch-ups and culture vibe.

What about money - does Latvia have enough?

| think the money is there. The days when we could complain about a lack
of money are gone. And that's good.

And what about exits? Are there enough in Latvia? Or is the startup
field in Latvia too new to expect big exits yet?

In terms of development we are still very young. Just over five years
have passed, and now theoretically there should be more exits. The good
news is that four accelerator programs are in the pipeline in Latvia, with
50 startups in each, so theoretically in another five years there should be
considerably more exits. Also, crowdfunding is growing and there’s an
ICO (initial coin offering) boom, which is a totally different way of attracting

investment and can potentially raise new companies to another level very
quickly.

In your opinion, which Latvian startups have the most potential and
why?

My favourite is Nordigen — I've seen it develop from a three-person
team to over a dozen people in quite a short time, moreover they work
in the FinTech field, which right now is in my top three. Atlas Dynamics,
because Latvians are quite familiar as drone makers regionally, and they
have just attracted 16 million for further development, most importantly they
plan to open a factory here in Latvia, which will create many new tech-savvy
jobs. Funderful — Raimonds Kulbergs' team has already attracted the world's
top universities as clients and is focusing on the US market with incredible
tenacity. Another personal favorite is Printify, because e-commerce is a great
industry to be in today and stats show, that lately most new startups from
Latvia tend to be in e-commerce. It's a trend. Sure, it's not rocket science,
but it requires an excellent working structure and cooperation with many
different parties involved. Then there's Sonarworks, in sound processing
technology, which has a wonderful team, big ambitions and a product which
is used worldwide. They've already reached several startup milestones and
we'll hear about more soon.

What would you like the Latvian startup environment to look in five
years’ time?

My dream is that the Baltics and the Nordics are seen as an indivisible

whole — we cooperate with each other and we are seen as a single region.
I'd also like to see the smartest people from other former Soviet republics
here in the Baltics, because we want 1o be their gateway to Europe. Also |
hope that one day the education system here will change, and that schools
will send their top students for summer internships to startups here in Latvia,
or neighboring Finland, or even better to Silicon Valley.
We need to attract fresh blood. In the last five years, | haven't seen many
new faces joining the startup environment. | don't think it's because we're a
closed community — it's more because many people still don't know much
about us and they think you have to be a programmer to be in tech. To
change these prejudices, together with Swedbank we held guest lectures
for around 500 students across Latvia, Lithuania and Estonia to tell them
what startups are and how they can get involved. In the end one hundred
bright minds will be able to visit TechChill for free. We want to see young,
adventurous, passionate people in our sector. Every year the TechChill
organising team includes several students, and every year we deliberately
assemble parts of team from scratch, because we want to make sure that
as many young people as possible get involved.

Baltic Startup Mag
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METIMES

THE SKY IS THE
LIMIT

One of the best-known Lithuanian startups Vinted aims to make
secondhand the first choice worldwide

To doit, the company has raised more than 60 million dollars from investors,
including Accel Partners, who have also invested in Etsy, Facebook, Dropbox
and many more. Vinted brings together around 20 million women around
the world, who sell, buy, and swap clothes they don't wear anymore. The
company's headquarter is in Vilnius and Vinted employs 160 people. Founded
as a hobby website in 2008 by Milda Mitkute and Justas Janauskas, up to
now Vinted has raised over 60 million dollars and is considered to be the
most valuable startup in the Baltics. Milda Mitkuté reports on the Vinted
story.

It’s interesting how Vinted helps monetize someone’s wardrobe.
Where did this idea come from?

In the very beginning | had a selfish goal — to create a platform for
myself and my friends to upload all the clothes we weren't wearing anymore
and to exchange them. Our society is shifting — people switch clothes not
because they are worn out, but because they are bored, or their style has
changed. It's more consumer-like thinking, and on Vinted there are so many
new items. Our idea was to open all the wardrobes in the world for a giant
swap session!

For the first three years you had no plans to do this as a business.
What changed after these initial years?

| think one of the things that changed was our mindset and the
realisation that we were moving forward. We came to the point where we
realized this is a business, not a hobby project anymore. We became much
more businesslike — having expectations for myself and for all of us at Vinted
at that time, planning, discipline, strategy. In the early years it was — if | like
it, | do it, if | hate it, | skip it. We understood that wasn't working anymore
and we needed to have a vision of where we were going, and wasn't just a
playground for our selfish needs.
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So what is Vinted’s vision today?

Our vision is to make second hand the first choice worldwide —
whenever someone thinks about buying new shoes or a new dress, they
should go to Vinted first.

How close are you to achieving this goal?

Almost 20 million people using Vinted already. In terms of penetration,
the biggest market is Lithuania, but in terms of absolute numbers it is very
small. Our biggest markets are Germany and France, and Vinted is also
widely used in the US, UK, Czech Republic and Poland.

Are you happy with these results?

Yes, especially rignt now, when we have the highest growth rates.
We are back on track, because a while ago we were more focused on fine
tuning our product, developing our app etc. We invested a lot and now we
are ready to grow.

In your presentation at the Digital Freedom Festival about being a
leader, you mentioned that getting the job done is better than being
perfect. How it possible to do this in everyday business life and not
try to polish everything to perfection?

Il rephrase it like this — it is better that something is on the table than
not finished at all. If you want to make something perfect, you will not finish
it at all. If you follow the strategy of getting the job done, you at least you will
have some results.

Your story is also interesting because you weren’t searching for
investors - they found you. Why you were so interesting for them at
that stage?

We weren't looking for investment and yes, the first two investors
really found us. Usually investors look for something in the market that is a
bit different, and our growth at that time was exponential. | think they noticed
this. We were focused on how to make the greatest product, so we didn't
care about money. In the very beginning we were volunteers — we only had
costs. Later it was like a company and a business, and we needed to think
further ahead.

Investment helps to accelerate a business. If you want to grow faster, you
need external money. Investor money lets you enter the market much
faster, which is very important.

What was your reaction when Accel Partners firstly contacted you?

They offered to come to Vinius and we checked their portfolio
only the day before they arrived. We saw they have invested in Dropbox,
Spotify, Slack, Facebook, Supercell, Etsy etc. It was a very stressful period
and it was hard to control our nerves when we realized what a prestigious
venture capital company they are. But looking back, it was funny too.

Vinted has been working for ten years now. What were the biggest
changes in the company during this time?

A year ago, | would still have considered us as a startup, but
now | would say we are a company. If we compare this with a person’s
development, we have passed childhood and adolescence and now Vinted
is an adult. Now we are mature, we have found our business model and
understand the key issues. Teenagers are searching for their identity and
they change a lot. Later people are more mature, and they start to know
themselves. Now it is not a sprint anymore — we are running a marathon.
We are not changing our strategy every year anymore. Now we know
who we are, and this is the main change during these past ten years.
I have changed a lot too. Vinted made me from scratch, because | was only 21
when it all started. | didn't have any leadership skills, | was a quiet, reserved girl.
At school, whenthe teacher asked a question, lwas the last one who raised her
hand. Not because | didn't know the answer, but because | was afraid to talk.

So, the startup pushed you talk more and be brave?

Yes, much more. And I'm happy about that. | have a small child athome
and in February | will give birth to my second child. | have learned to balance
my personal and professional life as well. For the last year | have not been
very active in business. Yes, | still do presentations, speak at conferences
and I'm involved in strategic things, but I'm not in active everyday business.
Vinted has a strong management team. It's not just one or two people who
own the company, it's a team of professionals.
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«Investment helps to accelerate a business. If you want to
grow faster, you need external money. Investor money lets
you enter the market much faster, which is very important.»
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What are the biggest challenges in growing a startup from idea to
company?

You need to analyse your business model and think about your

monetization strategy, value proposition etc. These are theoretical, but
very important questions you need to answer. Usually one of the biggest
challenges is — how we are going to survive and earn money? Also — in
the beginning you need to invest some money not knowing whether it will
succeed or not.
But I think in most cases the main challenges are soft ones — it is more about
believing in yourself and «l can do this». In business you need to understand
it is OK to ask for help or invite other people to join the team. Usually most of
the challenges are soft ones that rooted in your mind.

| guess those are the hardest ones.

Yes, it is very hard to change them. You have to work with yourself
and you won't see changes in one or two days. Usually it takes a lot of time.

You were 21 when it all started. What would you do differently if you

had today’s knowledge? You are quite a mature startup in Lithuania. How would you describe

‘ newcomers in this field in Lithuania?
| wouldn't have that knowledge and so | wouldn't change anything.

Of course, if | started a new business today, | would do it differently, because We have more and more startup companies. | have read in the
now | know what & business needs, how 1o make better strategy etc. But | Lithuania media that we need to wait for two to three years, because the
wouldn't change anything about Vinted because | didn't have this experience best startups are now starting.
bac,k then. Somehrpes you need to go through a Iegmmg process, and I'm glad our startup scene is super open. Al startups share their knowledge;
that's OK — you can't get knowledge without learning. It's part of the game. they are more open as they ever imagined they would be. Also, me and
) . everyone else in Vinted are open about our failures and mistakes and if
What do you like the most about this game? someone asks how to develop strategy, we say — come and we will share
. _ S _ our experience. And others besides us are like this, and | think it is very
| truly believe that the sky is the limit; it's all in your hands. And not helpful.
only in business, but also in my personél ln“e — every year my limitations are | think one good thing about Lithuania and all three Baltic states is that we
expanding. A whie ago | thought | couldn't do something, but a year later don't think locally — we start doing business globally form day one. We create
| can do much more without problems. | like challenges — | solve them, product for the global market, not the Lithuanian market. This is a huge shift
overcome them and move forward. in our minds.

Can you share some of your failures?

“«In the very beginning | had a selfish goal - to create a | | |
p|c|tform for myse|f and my friends to Up|oqd all the clothes You can call them failures or lessons. I'l give you one example. Five

we weren't wearing anymore and to exchange them.» years ago, we felt pressured to monetize Vinted and for a while we were a
| bit lost about our priorities. We came to realise that our first priority is people

— our members. So that's why we don't charge a commission, but our
business model includes advertising. | think this is why we are growing so fast
right now. It was one of our biggest lessons — our members are our priority.
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operate in data collection, aggregation and prediction. The first is bitRec, a
recommendation engine for ecommerce platforms and online content. The
other is the data scraping solution webRobots, which creates structured
data from unstructured web content.

THINKING
GLOBALLY FROM
DAY ONE

The Baltic countries have small domestic markets, and local
businesses have to start thinking internationally and learn how to
work on the global market from very early on

Taujanskas sees two trends in Lithuania. Firstly, there are startup
companies which are not actively seeking funding. The other trend is very
much related to blockchain technologies and ICO. Biotechnology startups
are also trending in Lithuania, adds Aurelijus Liubinas, CEO and member of
the board of Deeper. Currently they are small, but they have big potential to
create great inventions that change our lives in the next 5-10 years. Startups
have become much more mainstream and entrepreneurship is often a top
career choice for young graduates. There are multiple successful startups
and some successful exits, which builds the talent and investment pool.
Specialized VC funds such as Practica Capital in Lithuania have also appeared
and completely changed the ecosystem from the funding standpoint. “The
Lithuanian ecosystem had a recent success story with the dropshipping
app Oberlo that was sold to Shopify in 2017 — they have shown amazing
growth within an extremely short period of time. From earlier stage startups,
my personal favorite is Interactio, a simultaneous translation app for events,
which is a very practical solution for event organizers,” says Lasaite.

This makes Baltic startups more competitive in global markets. “In
large markets like Poland, Germany or Spain, the company usually initially
focuses only on their domestic market and it is much more challenging to
shift to international markets in the later stage. In a way, our pain of having
a small domestic market has become our advantage,” says Karoli Hindriks,
founder of Jobbatical. “The Baltic and Lithuanian startup scene is rapidly
growing and catching up with more mature ecosystems. Entrepreneurs
have acquired a lot of know-how on building and scaling startups and | think
we will see amazing success stories emerging from this background in the
next few years,” predicts Dalia Lasaite, CEO of CGTrader.

After all, our combined population is only 6 million. | would
also suggest creating more diverse programs for inviting
highly skilled professionals from places like Berlin, London,
Amsterdam, Paris, Helsinki, and Stockholm to the Baltic
region, because here administrative costs are much lower.
These small changes would transform and enhance our
startup ecosystem.

- Aurelijus Liubinas, CEO and member of the board of Deeper

Some real muscle

“The Lithuanian startup scene, with several high-volume A and B
series investments into the strongest Lithuanian startups such as Trafi,
Aimbrain, and TransferGo, and a couple of sizable ICOs made by Monetha,
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Mysterium Networks and Bankera, means the Lithuanian startup ecosystem
Is showing some real muscle. The biggest tech hub, Vilnius Tech Park,
which opened at the end of 2016, has also been a major attraction for all of
Lithuania. After all, it's the biggest tech hub of its kind in the entire CEE region
with 8,000 m2 of startup offices, co-working spaces, cafeterias, conference
rooms, and recreational areas,’” says Zivile Maldekyté, communications
manager at Startup Lithuania. Looking at the latest investments into
Lithuanian startups, Vinius Tech Park and other co-working spaces
openings, the Lithuanian startup scene is growing really fast, 2017 was the
Lithuanian startup breakthrough year. “The notable 2017 events for Lithuania
were the Monetha, decentralized trust and reputation system, and Oberlo, a
dropshipping solution. Monetha collected 37 million dollars during ICO and
Oberlo made exit for 15 million dollars,” explains Vytas Taujanskas, CBDO at
TeleSoftas. As a big fan of data analytics, his favorites are companies which

Seed stage startup

Five years ago, startups were mentioned in the media perhaps ten
times a year, whereas now there are almost daily reports, observes Jekaterina
Novicka, former chairwoman of the Latvian Startup association Startin.LV.
She compares Latvia itself to a seed stage startup. “We've received the first
funding, sized up our clients, started presenting ourselves abroad. \We've
received an advance to develop. It's a question of execution — how we use
all of this. | think we have all the essentials to become very successful,” she
explains.

The key is maturity, and the new business and innovation sector is
undergoing a process akin to growing up, explains Mareks Matisons, startup
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and digital communications practitioner. Companies with the capability of
working, even teams formed accidently by people meeting at hackathons,
are much more prepared to cooperate for the long term than they were five
years ago. There is also greater maturity in society as a whole, especially
amongst young people who do not need to be told what a startup is. He
thinks that Latvia needs a clear direction and understanding of what sectors
are priorities, from a military, commercial and possibly also emotional focus.
‘Do we want to be the Baltic FinTech centre, attracting the best talent in the
region? Do we want to develop medical technologies and harmonise higher
education programmes with startup growth in this area? Is it important that
we develop avionics and utilise the intellectual capital already accrued in the
pilotless plane sector? These guestions need to be discussed at various
levels by startups, the ministries of Economics and Defence and investors,”
he adds.

Asked about Latvia's stars, Novicka mentions Sonarworks, Printful,
Printify, Nordigen, Notakey, Swipe, Funderful, Zoomcharts, and Mailigen,
adding that there are many more. “For the last few years, my favourite in
Latvia has been without doubt AnatomyNext, and it could be the calling
card of Latvian startups in terms of ideas, execution and team energy,” says
Matisons. Anther Latvian startup star is Infogram. Founded in 2012, Infogram
has exploded in popularity and emerged as an innovator in the area of data
visualization. Prezi, the visual presentation platform that helps people connect
more powerfully with their audiences and customers, acquired Infogram last
year.

One good performance also affects the others - all three
countries are giving out new mandates for VC funds for early
stage capital supply and also concentrating on topics which
will enable them to make the ecosystems stronger.

- Mari Vavulski, head of Startup Estonia.

One performance affects others

‘One recent report (Startup Genome 2017) pointed out that Estonia is
clearly punching above its weight and it describes Estonia’s current startup
scene as pretty good. Two Estonians, Hindriks and Kaidi Ruusalepp, are
amongst the most influential startup founders in Europe. Many Estonian
startup have attracted world-class VC funds — Starship Technologies,
Pipedrive, Jobbatical, Funderbeam, Taxify — to name just a few. Every year
we see at least one startup exit, and the Startup Visa is in place and widely
used by Estonian startups and non-EU residents for relocating to Estonia.
The same goes for the entire Baltics. One good performance also affects

the others — all three countries are giving out new mandates for VC funds
for early stage capital supply and also concentrating on topics which will
enable them to make the ecosystems stronger. The talent-side Startup Visa
scheme is up and running and flagship events (Latitude59, sTARTUp Day,
TechChill, Login) are growing bigger and becoming stronger, with growing
international participation,” explains Mari Vavulski, head of Startup Estonia.
Asked about her favorite startups in Estonia, Vavulski likes Estonia’'s female
founders and their companies, Jobbatical, Testlio and Funderbeam, but she
also highlights Lingvist, Taxify, Starship, Pipedrive and TransferWise. Also,
she favors co-working spaces like Spring Hub, Lift99, Spark and sTARTUp
HUB. “You need to visit Estonia at least twice a year, during Latitude59 and
STARTUp Day,” adds Vavulski. “Things in Estonia are going quite well. | think
recent big funding of TransferWise worth 280 milion is a clear sign that the
next generation of startups after Skype is actually coming up, is able to grow,
business models are working and it's becoming an important part of the
economy,” says Martin Villig, co-founder of Taxify.

Latvia and Lithuania are in similar situations — the startup scene is
getting more and more active, there are bigger events, the government is
paying more attention, doing Startup Visas and different kind of legislation,
S0 now there is even a bit of competition between the countries.

Close, but different

‘Estonia may not currently be number one in the Baltics in terms of
producing new startups, but it has large startups as employers,” thinks Zane
Bojare, CMO at Startup Wise Guys. Another important trend in Estonia is the
positive impact of EstBAN and their overall business angel network in the
country. It can serve as a positive example for the region. Also, many large
VCs out of London and Berlin have Estonia on their map. In her mind Latvia
is, as usual, in the middle. There are lots of new startups and also plenty of
recent high-school graduates jumping straight onto the startup bandwagon
without going to corporate jobs. There have been some very good newly
created startups. However, the angel investment out of the country is still
very minimal and there is a lot of wait and see ahead of the accelerators
funded by the government/EU funds coming into play. “Although happening
almost 18 months late, the new funds should have a positive impact at least
in terms of the quantity of new startups,” says Bojare. The Baltics need more
angel investment locally and across countries, faster response from investors
and clearer investment criteria communicated to startups. “Corporates in
the region are doing five or ten pilots yearly with local and regional startups
pushing both their revenues, talent acquisition, but also helping startups
scale faster and understanding what it takes to grow when dealing with large
companies,” she explains. More startups from Russia, Belarus and Ukraine
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are moving to the Baltic countries and developing their activities here. This
has a positive effect on the Baltic ecosystem, because they bring not only
ideas but also know-how, adds Liubinas.

Female in IT sector

Alot more women have gone into the tech business, notices Hindriks,
In 2014 Ruusalepp, the founder of Funderbeam, was the first female founder
in Estonia to raise an investment round, but now many more women have
taken the role of a founder, she says. To educate and inspire women to
join the [T sector, the Riga TechGirls community has been established in
Latvia. "At present women only comprise 24% of the [T sector (Eurostat,
2015). This means women are not adequately represented in shaping the
digital future. The situation is unlikely to improve soon, because women are
just 21.3% of [T students (Ministry of Education and Science, 2015), and
just 2.1% of girls in 8th grade are considering a career in [T compared with
12.7% of boys (Tele2 Shared Service Centre, 2017). Yet in 2022, Latvia will
have a shortfall of 16 000 IT workers (Ministry of Economics). We really want
to improve this situation by helping women to be creators of technology,
not just consumers. We will try to encourage women to start careers in
IT by creating inspiring stories about women already working in [T, as well
as holding workshops teaching practical programming skills,” says Alise
Semjonova, Riga TechGirls co-founder and Infogr.am co-founder.

Success stories inspire

“Local success stories are essential for a well-functioning ecosystem,
as they draw talent and funding into startups and away from conventional
career options or real estate investments,” thinks Lasaite. The more success
stories, the stronger the belief that it is possible to repeat the success of
being an entrepreneur and startup founder, adds Vavulski. “Each story
can be another story of success, so | would like 1o see more events or
private initiatives that invite young people to hear the success stories of local
entrepreneurs. When | began to work with my partners to create Deeper in
Lithuania there were practically no success stories to inspire me. But, on
the other hand, this did encourage me to create our own success story and
share it with others,” explains Liubinas. The startup scene is not big and all
participants know the successes either directly or via connections, says
Taujanskas. This influences other attempts and it is very important to have
good feedback (including negative views) for the whole startup community.
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TARTU HAS SOMETHING THAT
MANY OTHER CITIES DON'T HAVE

E-stonia is the land of opportunities, startups and business. Tartu, the second
largest city of Estonia, is the birthplace of several successful international
ICT companies and startups, including Playtech, Sprayprinter, Fortumo and
Nortal. Tartu has something that many other cities don't have — a successful
cooperation between universities, local government and the private sector.
These three parties exert significant effort into creating an effective ecosystem
where everyday life and entrepreneurship coincide. The density of startups
and ICT companies currently located in Tartu is a good indication that we
are on the right path towards becoming the startup capital of
Furope! The University of Tartu, in the top 2% of the world's
best universities, is Estonia’s leading centre of research as well
as its oldest. In recent years, cooperation between our stately
university and local government has been very productive, as
both parties see Tartu's development and goals similarly. For
example, we are eager to contribute to the development of an
innovation-friendly business environment in Tartu as well as joint
leadership and support for STARTUp Day, the biggest business
festival in the Baltic States. We also focus on marketing Tartu's
internationally competitive education, science and environment-
friendly innovation both in Estonia and abroad. Last but not
least, we ensure effective integration for foreign employees and
students.

Tartu has an ambition to become the top centre for startups in
the Nordic countries. We also have a dream of helping 5,000
startups become established. Although there is still a long way
to go until we achieve this target, | am pleased to see that the city
Is becoming more attractive by the day. Its compactness, easy
and green lifestyle, and entrepreneurial environment attracts
young and creative people and the startup scene is growing
rapidly.

Tartu is planning to apply to be the European Capital of Culture for 2024 —
we have already made significant preparations for this title. Tartu is currently
in the process of developing Tartu's Cultural Strategy until 2030, and we
have held a number of discussions with various parties from different fields.
We can bring the title to Tartu only when we use our strengths in every field.
Tartu's versatile culture and lively startup scene are definitely some of our
biggest strengths.
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RIGA AIMS TO BE THE TECHNOLOGY

STARTUP CENTRE OF THE BALTICS

Riga is an economically energetic city with enormous potential for further
development. We want to position Latvia's capital as an internationally
recognised metropolis with great quality of life, an innovative economy, smart
and sustainable management of resources and a modern administration in
which residents are actively involved.

Riga’s startup environment has great growth potential, as [T is one of the
City’s most competitive sectors with high added value and development
prospects. This is also driven by Riga’s strategic location in the middle of
Furope’'s most dynamic markets, with direct access to 500
million potential consumers. Our location is also ideal for reaching
the eastern markets. This creates unlimited opportunities for
business, combined with the fact that Latvia is a fully-fledged
member of the world’s most important political and economic
organisations.

Riga is an education metropolis, with 80% of all students
in Latvia studying in the capital. Our city has a qualified
workforce, as 47/% of economically active persons holding
tertiary qualifications. Furthermore, 70% of residents aged 40
and under 40 speak English and over 85% of residents speak
Russian. Work is underway on a science and technology centre
in the Tornakalns neighbourhood, which will facilitate synergy
between research ad business. Riga’s goal of being a centre for
technology startups is the logical next step. Everything indicates
that we can do it.

The municipality is also focusing on big infrastructure
projects which will further stimulate business. By 2021, we
will have developed a conference and concert centre in
Riga's modern hub, the Skanstes neightbourhood. Given the
international competitiveness of Riga International Airport and
its close proximity to the city centre, Riga is an ideal location for
conferences, congresses and corporate events.

The attractiveness of Riga for investors is demonstrated by big projects like
the new IKEA store, with total investments of 80 million euros planned. The
retail chain Rimi will invest 75 million euros in creating a logistics centre in
Riga, and this will be the largest building constructed in the city since Latvia
regained its independence in 1991, In the next four years it will become the
most important logistics centre in the Baltics.

ANDRIS
AMERIKS

Deputy Chairman of
Riga City Council
Photo: Publicity photo
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WELCOME TO THE FAST AND OPEN
CAPITAL OF LITHUANIA - VILNIUS

On the occasion of launching a new branch of his company in Vinius,
the multi-millionaire founder of the US payment giant Harbortouch, Jared
Isaacman, said, "After my first visit to Vilnius | just felt that this city is a small
version of Silicon Valley, and this was absolutely unexpected. The city, its
infrastructure, and the prevalence of technology made an impression on
me.” Harbortouch is an inspiring example for anyone implementing new ideas
and striving for success. In 1999, then 16-year-old Jared Isaacman founded
the company in the basement of his family’s house in New Jersey. Today,
the company is one of the biggest payment solution providers
in the US. Its first overseas office was opened in Vilnius in 2017.
Vilnius has a very clear policy of striving to be fast and open.
Vilnius is the capital of open data. Finance, real estate, public
transport, public procurements and other data that the
municipality operates with, including meeting schedules of
officials, have been made open to the public. Open data not
only gives citizens better access to information, creates better
administrative solutions, and ensures more transparency, it also
involves [T talent from the city and abroad in creating smart
solutions for the city. This is exactly what was done in a series of
workshops and hackathons in Vilnius, like Code4Vilnius.

Vilnius is also the first city in the region to become a member
of the Startup City Allance Europe SCALE, which is working
to create a connected European city-to-city startup ecosystem.
The City of Vilnius is determined to support the sharing economy
by allowing companies established in Vilnius to test out their new
services live in our market. This gives startups and companies
like Uber or Trafi invaluable access to the city’'s ecosystem.
Given its size and the fact that the number of residents is quickly
approaching the 543,000 mark, Vilnius is an excellent sandbox
for businesses trying out new ideas and launching pilot projects.
The idea of building Vilnius' reputation as a fast and open city is reflected
by the fact that all procedures to establish Uber in Vilnius were completed
within a record four weeks — the shortest time it has taken Uber to set up
operations in any city. With its policy of open data, Vilnius has proven to be
an excellent place for the world-famous transport application Trafi to launch
its pilot mobile platform. These are just a couple of examples of the city's
bustling tech and startup scene.

Young talent, openness, speed, technology and entrepreneurship. This is
the explosive mixture that is throwing the City of Vilnius into the new orbit.
Come join us in Vilnius!

LITHUANIA - THE RISING STARTUP
ECOSYSTEM WITH FINTECH STARS

Lithuania has a notable history of successful startups like Vinted, Deeper,
Trafi and others. With this background and favorable legislation in place
the talent pool in Lithuania is up for new challenges, especially in the fast
growing FinTech sector.

The scoreboard issued by the European Commission shows that in 2010-
2016, the Lithuanian innovation ecosystem improved the most EU-wide
with the highest growth of innovation activities in 2016 which accounted for
21% compared to 2010. Considerable progress was achieved in business
spending on innovation, venture capital investment, clustering,
etc.

In 2017, aimost 400 startups were functioning in Lithuania
with attracted 16 million euros of investment (not including
cryptocurrencies), which is nearly three times more than in
2016. Oberlo, TrackDuck and Tvarkytojailt startups were sold
to foreign investors in 2017.

The number of startups that search for investment has
significantly increased, which demonstrates the maturity of the
ecosystem and its main players. Startup Lithuania implements
a Startup Lithuania Roadshow programme aimed to present
startups to foreign investors. In 2017, four Lithuanian startup
presentations to foreign investors were held in Tel Aviv, San
Francisco, Helsinki and Berlin. The project is to be continued in
2018 in London, Berlin, Helsinki and Stockholm.

The Startup Visa procedure has been launched to encourage
non-EU residents to create startups in Lithuania. This programme
has inspired a great deal of interest: until 1 December 2017,
121 applications were processed, 27 were assessed positively,
5 non-EU startups have already started business in Lithuania.
Extensively growing attention from foreign startups, especially
FinTech, is among important indications that the startup
ecosystem is dynamic and favorable. The recently developed legislation
regulating financial technology companies enable the most liberal, fastest
and innovation-friendly procedures EU-wide. In one year, Lithuania attracted
more than 10 FinTech startups from the UK, Israel, Singapore, China, etc.
and was chosen by Revolut, DeVere, InstaRem and others.

The Ministry of Economy is in the process of drafting legislative amendments
to further reduce tax burden on innovative startups and staff retention costs
as well as lower the corporate income tax rate for those investing in the
expansion of startups. | hope these measures will help increase the number
of startups to 720 in 2020 and attract 26 million euros of investment.
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INDICATOR

Ease of doing business

(World Bank Report 2017
ranking)

Registering property
(World Bank Report 2017
ranking)

Enforcing Contracts

(World Bank Report 2017
ranking)

Time taken to
register company

Minimum share
capital (private limited
liability companies)

Residence/ citizenship
requirements for
management/
shareholders

Minimum gross
monthly salary

Average gross
monthly salary
(estimate)

Corporate
income tax

Taxation treaties
with

Currency

Incentives available

Source: Law firm Sorainen
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Source: Law firm Sorainen 2015 Baltic Startup Mag

ESTONIA

Corporate laws

- Company registration online with ID card in a matter of minutes.

- Natural persons can register a company without paying in share capital.

- Only one management board member required; no citizenship or residence
requirements.

- Corporate changes can be registered and annual reports filed online.

Employment regulation

- Broad freedom of contract.

- Termination notice (for economic reasons) 15 days to 3
months; one month’'s average salary compensation.

- Few trade unions and collective agreements.

- Favourable immigration regulations for hiring qualified non-EU
nationals and intra-group transfers of foreign employees.

- Low costs on redundancy.

- High social security and good public support system on
unemployment and redundancy.

Tax system

- Dividends, interest and royalties not subject to withholding
tax.

- Value added tax (VAT) — 20%; reduced rate — 9%.

- Personal income tax rate — 20%, including capital gains.

- Resident companies pay CIT deferred to actual distribution
of profits.

- Reduced CIT rate 14% on regular dividend payments.

- Social security contributions: employer pays social tax (33%
of gross salary) plus unemployment contribution (0.8%) and
withholds employee’s unemployment contribution (1.6% of

gross salary). _
- Online tax declarations. TA L UN N
- Easy to claim VAT refunds.

Investment incentives

- The cost of running a business in Estonia is far lower than in neighbouring Photo: llya Orehov
Scandinavian countries.

- Buildings not subject to real estate tax (only land is).

- Resident companies can apply for grants from EU structural funds.

- Estonia offers e-Residency — a transnational digital identity available worldwide

for managing a location-independent business online + company formation and

administration online.

- Among the leading countries in Central Eastern Europe in terms of foreign

direct investment per capita.
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LATVIA

Corporate laws

- No residence requirements for the management board.

- One-person management board sufficient.

- Most establishment steps can be done under a power of attormey.

Employment regulation

- Possibility to apply flexible work-time organisation forms.

- The social security system is run by the state and removes costs from the
employer.

- Favourable immigration regulation for hiring qualified non-
European Union nationals and for intra-group transfers of
foreign employees.

Tax system

- Corporate income tax 0% on retained or reinvested earmnings
/ 20% postponed to payment of dividends

- Capital gains on sale of shares held at least 3 years exempt
from corporate income taxes.

- Personal income tax rates — 20%, 23% and 31.4%.

- Standard value added tax rate — 21% (12% reduced rate).

- Social security contributions: employee rate — 11% of gross
salary, employer rate — 24.09% on top of gross salary.

- Social security contributions not payable for salary over EUR
55,000 threshold annually.

- Salary over EUR 55,000 subject to solidarity tax: employee
rate — 11% of gross salary, employer rate — 24.09% on top of
gross salary.

- Holding regime — no withholding tax on interest and royalties
and participation exemption for withholding taxes on dividends.
- Online tax reporting.

Investment incentives
- Tax and other benefits for businesses within special economic
zones and free ports.
Photo: Anita Austvika - Special measures and tax framework available for developing startups.
- Corporate income tax rebates for investment projects exceeding EUR 10 million.
- Credit guarantees of up to EUR 1.5 million.
- Five state aid programmes to improve competitiveness, to support startups.
- Subordinate or mezzanine loans up to EUR 5 million for ordinary, developing
companies.
- Funding for R&D incentives.
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LITHUANIA

Corporate laws

- No residence requirements for management.

- One-person management sufficient; formation of board optional.

- Most establishment steps can be done under a power of attormey.

Employment regulation
- New Labour Code (in force from July 2017) provides more flexible employment
regulation, lower dismissal costs, more options for fixed term contracts etc.

- Flexible rules for overtime work.

- Cost-efficient approach to working time rules.

- Social security system run by the state removes costs from
the employer.

- Collective action rare; statutory regulation and court practice
limit strike possibilities.

- Favourable immigration regulation for hiring qualified non-EU
nationals, especially by using EU Blue Card system and for
intra-group transfers of foreign employees.

Tax system

- Standard personal income tax rate — 15%.

- Value added tax (VAT) rate — 21%.

- Social security contributions: employee rate — 3% withheld
from gross salary; for employer — 28.18% (including payments
to long- term employment benefit fund and guarantee fund) on
top of gross salary. Additional 1.4% levied on salary paid under
fixed term employment contracts.

- Compulsory health insurance contributions: employee rate
— 6% withheld from gross salary; for employer — 3% on top of
gross salary.

- Participation exemption for withholding taxes on dividends. 'l
- Unlimited carry-forward of losses. V| L N I U s
- Intra-group transfer of losses permitted. ;

- Binding advance tax rulings and advance pricing agreements
available.

Photo: Gediminas
Investment incentives MaZeika
- Corporate income tax and real estate tax exemption in free economic zones.
- Financial incentives for high value-added projects.
- Compensation of training and employment costs.
- R&D costs deducted three times.
- Possible land lease reduction and land tax exemption from municipalities.
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COMMUNICATION oMMUI ATE, recarotess
- ATOOL FOR OF NHETHER THE PRODUCT/SERVICE

HELPING STARTUPS IS INTENDED 7R THE B2 B or B2C

l(:;;ﬁg{one needs to communicate - only the aims and objectives SEGHGNT THEON LY D 'F m EN‘E
IS INTHE AIMS AND OBJIECTIVES.

Communication strategy and tactics are usually closely related to a .1 's

startup’s long-term and short-term business goals. Therefore, it depends on 'mmn T r . T
what the priorities are right now — convincing potential investors and partners, i
attracting talented team members or gaining the first clients and users. Usually

this latter objective — attracting the first users — is what companies initially Co 0“ ‘ON ls m
consider. If the clients for a product or service are other firms, it is possible to
also achieve quite a lot through personal contacts, referrals and direct sales.
However, startups aimed towards B2C or the private sector, which offer their
services to the general public and have attracting clients as a priority, will
find it virtually impossible to get anywhere without marketing. Liva Pérkone,
head of communications for the startup event TechChill and a Startin.lv
board member, thinks that it is all about choosing the best communications
strategy and finding a balance between advertising, marketing, PR, and
social media. The time to begin communication is when this will be most
useful to furthering the company’s goals, for example attracting investors,
stimulating public demand for the startup’s service or product, introducing
potential users to the already-available product or service by trying out a
demo version, visiting a store or website, downloading an app etc. Since
startups usually have limited financial resources, Komunikacijas agenttra/
Edelman Affiliate project director Evita Bille urges giving a high priority to
systematic and precisely targeted communication.

Make a plan

Although a startup’s communication plan is as important as its
business plan, the former often gets put aside. The company’s communication

objectives should be based on its business goals, subsequently defining _
the audience, messages and channels. If the aim is to attract investors, Ev'm 5 ILLE

communication will most likely take place in the business environment, i.e. in :nHLer:i CIJAS AGENTURA/
business media, business networking events, or directly addressing specific EDELMA D:‘E&’gy PROJECT

pusiness people. This may take place in Latvia or the Baltics, a specific
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European country or the USA. But if the goal is to have the first 1,000 users
download and test an application, other channels will be used. Bille stresses
that it is vital to know your target audience and its needs and habits,
choosing communication channels used by its members and addressing
them in a language they understand. Due to limited financial resources, it is
also important to use unorthodox opportunities and creative ideas to attract
attention rather than big budget campaigns. While there are cases where
a new product or service is so innovative that the media will report on it
usually it doesn’t work that way. If an innovation is 100 specialized for the
media or a wider audience to understand, you must look for specific forms
and channels of communication.

It’s up to you

In the early stages, startups can choose from a number of strategies.
They may speak about themselves from day one when the product may not
even be ready, then seek to maintain interest in the long term. Or they may
egin communicating only when the product is already available and it is
essential to address its potential customers or users. «Ihere are successiul
and unsuccessful examples of both strategies, and the right choice will
always depend on the experience of the founders, their internal resources
and what the product is, » says Pérkone. In only very rare cases, a company
does not need to communicate about itself at all. There are just a handful
of cases in very specific sectors where marketing does not play a role in
the long-term and the firm can rely solely on reputation building and internal
communication. Perkone warns that there is no such thing as an information
vacuum — if a company does not tell its own story, it will be judged by what
others say, so you can either hope for the best or decide to build your
reputation proactively. Moreover, communication in the startup environment
helps the ecosystem as a whole to grow. «Everyone needs to communicate,
regardless of whether the product/service is intended for the B2B or B2C
segment. The only difference is in the aims and objectives. It is important that
communication is an aid to business rather than an end initself, » says Bille. At
Riga’'s annual Digital Freedom Festival, J. Ryan Wiliams, sales coach at 500
Startups and founder of SalesCollider, said that communication is essential
for startups to be successful in fundraising. There is no way around it. No
matter what one has done before — been a two — or three — time entrepreneur,
investor etc. — communication can always be improved. « still rehearse
pefore every speech, although I've done it 100 times before » says Wiliams.

When to hire an expert?
For startups in the early stages of development with limited budgets,

it is important to understand how much they can do themselves with their
own resources, when to hire specialists for the team and whether it is worth

bringing in consultants. There are many tools available which cost nothing,
such as internet resources and free publicity gained by participating in
big events. These include accelerators, incubators, startup competitions,
events and conferences, state delegations, and exhibitions which provide
resources 1o tell the stories of startup teams. For example, at the Riga
Comm conference you could have met Ivans Tolcinskis, founder of the
drone manufacturing startup Atlas Dynamics, who was at the event looking
for new professionals for his team. lize Zaharane, founder of the speech
therapy startup CheeksUp, was there in search of both potential clients and
cooperation partners. «T is an important component of our product, and at
this IT conference we hope to find cooperation partners like IT wholesalers,
because we need specific computers with cameras for our clients,» says
Zaharane, adding that her startup's marketing strategy includes both
general advertising and providing information about itself and its products.

The startup environment is unusual in that founders often become
excellent communicators through telling their stories as convincingly and
Clearly as possible hundreds of times to the media, investors, partners
and on stage. This is how edible coffee bar producer Coffee Pixels won
second prize and a special award from Japan at the Latitude 59 event in
Tallinn. Company co-founder Raivis Vaitekins says that these successes
drew the attention of other firms and allowed Coffee Pixels to take its next
development steps. At the same time, it should be remembered that a
startup’s most precious resource is its manager’s time. «VWWhen the manager
realises that her time and knowledge are much better invested in developing
the business, yet communication is critically important to the company’s
growth, this is the moment to seek professional assistance, » says Perkone.

A comfortable testing environment

During this period, the first investments are vital, and Latvia's
environment is small enough to make it possible to arrange meetings with
local investors, even if there is no public information about the company.
Conversely, international investors want to see evidence that the company
even exists and information about its reputation and accomplishments to
date. One of the greatest advantages for Latvian and Baltic startups is
that, because of the small domestic market, they have to think globally
from day one. At the same time, the home market is a great place 1o test
products and services, get feedback and experience in a relatively friendly
environment, and to discover and fix mistakes. Perkone believes that the
same principal applies to communication, as startups will always find it
easier to get publicity and attention at home, as well as gaining valuable
experience appearing in public and explaining their ideas to journalists.
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THE ABC OF
AVOIDING MISTAKES

Seven suggestions for startups from a Baltic investor
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Compared with the situation five years ago, when they were living in a
twilight world, today Baltic startups have made a guantum leap. Hundreds of
events have been held to educate young entrepreneurs, such as TechHub,
The Mil, and Garage 48, as well as conferences like Techchill, the Digital
Freedom Festival in Latvia, Latitude59 and Startup Day in Estonia and Login
in Lithuania. Everyone knows that the target market for a business idea is
gigantic, you must be unigue and stand out from the competition, the team
must be committed full-time to the business, and investors must first be
sent a nice presentation called a «Pitch» or «Investor deck». In addition, Janis
Skutelis, board member for the Latvian Private Equity and Venture Capital
Association and board chairman of the FlyCap venture capital fund, offers
seven suggestions about what investors really expect from startups and
what criteria they are evaluated.

The first thing is having experience in the respective industry. It is
preferable for the founders of a startup to come from the same field as that
covered by their business idea, otherwise there will be many mistakes and
the chances of survival will be lower. For example, FlyCap invested in the
startup Tapcore, which is now growing rapidly. The company’s founder had
a deep understanding of the problems with earming revenue facing his clients
— game designers — and today Tapcore is resolving this very gquestion.

The second thing is to know your competitors. The entrepreneur
must be well informed about competitors throughout the world, including
the functionality of their products, differences, minuses, pluses, current
strategies, potential future strategies, and segmentation. If an investor senses
that the entrepreneur does not have a good grasp of the nuances of global
players, the chances of getting money are slim. For example, the founders of
the Latvian drone manufacturer AirDog stood out from the field by their ability
to explain technical detalls.

The third thing is selling. The entrepreneur must be able to clearly
show the most effective sales channels and those which are already
producing revenue, and demonstrate why she will be able to do it better
than the competition. In many sectors, customer acquisition costs are so
great that it is hard to make a profit, therefore companies stop at revenue
levels between 300,000 to one million euros and are unable to grow further.
Skutelis believes it is better to give money to fantastic salesmen with a
mediocre product than someone with a great product with no sales talent.
In the view of Dutch Rockstart accelerator founder Oscar Kneppers, at
present Balts are, unfortunately, not good salespeople, perhaps because
they are from small countries and don’t know the cultures and habits of
other countries, which makes communication difficult.  Therefore, they
must seek team members from Western countries. Kneppers says that
Baltic startup teams are talented and they produce very high — quality
products, and the lack of sales talent is a relatively simple problem to
resolve. One of the suggestions given by investors is to only invest in Baltic
companies if they have team members from Sweden, Denmark, Norway
or Finland — essentially, from the Nordics or Western Europe — because
these people are better at sales. Skutelis agrees, saying that startup teams
need specialists with a global citizen mentality. It would be a good idea for
one member to live part time, say three months of the year, in the USA,
and try and get larger customers, because the US market is much bigger
than Europe. Furthermore, the European market is fragmented between
many different countries, each with their own languages and systems.

The fourth thing is earing export revenue from different countries
at an early stage. This is evidence that a startup team can operate
internationally, not just selling their products to their friends in Latvia.
Foreign customers from a number of countries show that a product
really is good if they are prepared to trust a team from a different (small
and new) country. Several Latvian startups have been able to achieve
this, for example Mailigen, Molport, Branchtrack, and Sonarworks.

The fifth thing is that annual growth must exceed 100%. While
Latvian funds may look the other way and invest money at smaller
growth rates, when they go looking for the next source of money, it will
be amost impossible to interest investors unless they are achieving 10%
every month or 100% annually. That is the minimum requirement in this
new world which demands mega growth rates. Jekaterina Novicka, former
chairwoman of the Latvian Startup association Startin.LV, adds that one
of the mistakes startups make when speaking to investors is not talking
enough about money. You can go on and on about your amazing idea,
but you must be able to say who will buy the product, where revenue
will come from and how much it will be, otherwise investors just won't be
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interested. While a detailed business plan is not required, you should at
least have basic calculations setting out the main trends in an excel file.

The sixth thing — focus. In many cases, growth must be planned
gradually from one country to the next, because if you try to enter several
markets at once, there may be insufficient resources. This was the biggest
mistake made by Latvian cosmetics maker Stenders. Another typical mistake
is that several revenue sources are presented for a single business idea rather
than having a single clear and strong one. FlyCap has seen cases where
several ways of earning revenue are tried, with the result that none of them
work and they require excessive resources to manage and confuse clients.

The seventh thing — the team’s ambitions. You must have
the ambition to create 100 milion euros, not one with an annual
turnover of 1 million euros. Skutelis admits that he doesnt see many
firms with those sorts of ambitions, passion and 24x7 work rate. But
without that sort of mindset and character, nothing great wil emerge.

DON'TS

== Bombard with data

e==m Have more than a dozen slides for a 3-minute pitch
=== [Jse too much text in your deck

== Make unrealistic market projections

e==m Say you don’t have competition. Show a good understanding
of the market

=== Try to solve too many problems. A problem well stated is a
problem half solved

=== Use an excuse like ‘Sorry, | can’t answer this question, better to
address it to my team member’. Prepare well for Q&A

=== |nstead of making general requests, go into details. For example,
don’t say ‘We need 10000 € for product development’ — say
‘We need 5000 € fora market research and 5000 € for a PR
campaign’. Know your numbers!

=== | je about or hide any obvious problems - it’s better to openly
explain all the difficult circumstances

Source: LIAA

Photo: Mark Solarski

SPECIFIC

SOURCE: 3. RYAN WILLIAMS AT THE DIGITAL FREEDOM FESTIVAL 2047, RIGA, LATVIA

BE sUCCINCT. LESS IS MORE

IFYOU HAVE G0OD
DATA OR TRACTION- USE 'T

SELL THE PROBLE M' NOT THE SOLUTION

SELL MoMENTUM
MAKING PEOPLE LAUGH HELPS
CLOSE STRONG ,WITH CTA (CAUL-TO-ACTION)

DON'T BE S0 DAMN Mooesn

SOURCE: SEAN PERCIVAL AT THE STARTUP DAY 2047, TRRTU €




DATA
REPORT

(>300000 EUR)

Date of
registration

06/28/2012
02/05/2014
06/20/2007
05/09/2008
04/08/2014
11/13/2014
08/21/2006
03/25/2011
03/10/2011
09/09/2013
02/06/2006
04/25/2012
06/01/2015
11/24/2003
12/13/2006
04/26/2010
11/30/2011
03/15/2011
04/07/2010
11/29/2012
08/06/2009
11/12/2009
05/27/2011
02/08/2011

05/06/2011

Turnover
2016,
000 EUR

1,657.52
825.56
698.82

16,382.79
301.78

2,055.52
430.40

1,103.95
784.95
467.45

2,573.09
801.15
521.43

1,240.14

2,131.06
564.28

3,090.20
777.13
498.77
923.46

1,131.25

3,703.01
914.16
864.63

321.77

Turnover
2015,
000 EUR

188.29
543.60
511.12
16,549.77
69.09
992.38
415.69
639.72
2,069.11
390.89
2,329.96
288.98
49.76
1,500.19
1,304.81
86.03
2,354.86
112.33
569.64
288.57
901.66
1,225.17
668.27
200.22

248.28

Change
compared
to 2015, %

780.32
51.87
36.72
-1.01

336.80

107.13

3.54
72.57

-62.06
19.59
10.44

177.24

947.94

-17.33
63.32

555.91
31.23

591.80

-12.44

220.01
25.46

202.25
36.80

331.84

29.60

The financial data indicated for the Latvian company (turnover, profit etc. data from the Enterprise Register and
State Revenue Service) may not apply 100% to the respective project/ brand, or the Latvian company may only
reflect part of the project’s overall business.

Risk class — each company is assigned to one of ten risk classes. Classes one to eight reflect current solvency
— the lower the risk class, the greater the solvency, and conversely the higher the risk class, the greater the
chance of insolvency at this or another level. The risk class is assigned based on the latest financial data about
the company, as well as its credit history and many other indicators. Risk classes are not assigned for banks,
insurance companies and other financial enterprises.

Taxes in the Personal Slt:stﬁrizgifl Taxes in the
Profit b fitability 2‘:132323; e s o oot Mandatory ~ General State
2016,000 | 5016, S uo (gaerUR , o%)a 2016, | Contributions Budget 2015, . Risk
EUR 2016, 000 EUR 000 EUR class
-2,083.98 -125.73 19 -111.61 87.30 144.96 15.79 8
97.11 11.76 5 -47.00 9.41 14.46 -40.73 3
16.88 242 13 223.61 64.66 99.14 207.36 2
-78.80 -0.48 51 283.78 115.03 203.84 310.93 4
53.11 17.60 4 37.65 14.41 23.52 -0.79 3
667.31 32.46 8 200.18 27.52 46.35 34.18 2
-1,239.35 -287.95 28 510.86 194.32 318.32 499.07 4
564.39 51.12 12 212.61 72.08 69.31 102.07 2
-337.01 -42.93 24 51.95 52.78 103.60 301.20 3
4.12 0.88 27 67.11 30.96 58.42 66.82 4
372.19 14.46 25 708.20 137.96 220.38 535.95 2
-342.04 -42.69 23 83.54 63.76 113.03 78.28 8
-180.74 -34.66 19 186.32 72.48 125.05 26.09
41.71 3.36 24 302.44 68.53 122.54 182.26
-70.24 -3.30 13 130.87 49.31 80.23 97.13 3
-23.91 -4.24 7 65.60 32.47 49.68 31.26 3
441.14 14.28 59 716.27 261.54 258.03 302.12 2
256.54 33.01 11 38.10 18.02 38.60 1.07 2
-92.44 -18.53 20 126.86 44.26 82.51 122.03
-58.84 -6.37 18 139.70 65.91 115.45 66.03 3
-3.46 -0.31 4 103.26 22.29 37.38 104.58 3
456.85 12.34 58 446.89 207.21 350.07 391.97 2
119.57 13.08 10 40.33 46.08 76.34 39.52 2
-413.08 -47.78 15 273.87 99.98 178.65 142.47 4
82.76 25.72 12 50.79 21.98 41.98 26.18 3

Source: Latvian Startup association Startin.LV (brands), crediweb.lv (financial information from the Enterprise Register and State Revenue Service)
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In the next three years, Latvia must build a firm foundation I - =i : I : :
So, says Jekaterina Novicka, former chairwoman of the Latvian Startup LM ENV.RON

association Startin.LV, as she looks back over what has been achieved and
what remains to be done.

-

There have been many changes in Latvia’s startup environment over
the last three years - the founding of Latvia’s Startup association,
the adoption of the Law on Aid for Startup Companies. What do you
think have been the most important events?

A lot has happened in the startup environment these last three years
and the differences are very noticeable. The main change has been in public
attitudes and how informed society is about the startup environment in Latvia,
because three years ago there was very little information, just a few crumbs.
That was one of the reasons why the association was founded. Three years
ago, the platform Labs of Latvia was created, which presents information
about the Latvian startup ecosystem; Estonia and Lithuania already had
such portals. Back then, the government analysed a study which showed
that there was a lack of information about venture capital funds, startups
themselves, ecosystem events etc. Labs of Latvia drew the attention of the
local media to startups and discussions about the sector gathered pace.
We inttiated foundation of the association in 2016 due to growing interest
from both the private sector and the state. More and more events were
held, and the state provided financial and information support for a number
of ecosystem initiatives. But despite growing interest about the sector, there
was a feeling that its activities were a bit chaotic and industry was divided. |
want to stress the importance of Riga Venture Summit, as it identified pan—
Baltic problems and trends. At this event back in 2015 Heidi Kakko, the
head of Estonia’s business angels network (EStBAN), convinced us that
there were just two ways to influence the process and put it in order: firstly,
having a single representative for the startup sector to prevent fragmentation
of activities and views, and secondly, involving the media to disseminate
information further. There were a lot of people in Latvia at that time who
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wanted to improve the startup environment, and 30 sector representatives
founded the association. It was very important that association represents
both deep tech or scientific startups and IT startups, so we could represent
truly the whole startup ecosystem and to speak with our partners on a higher
level. And then things started moving much faster.

Which state institutions are most involved in the startup movement?

The most important is, of course, the Ministry of Economics,
which has two key institutions under its wing. Initially there was the Latvian
Guarantee Agency, but following reorganisation Altum is now the body
disbursing money through various financial instruments, operating as fund of
funds for new acceleration funds and seed venture capital funds etc. In terms
of developing the legislation, we have direct communication with another
Ministry of Economics body, the Investment and Development Agency of
Latvia (LIAA), which is responsible for facilitating entrepreneurship in Latvia,
export promotion, developing the brands of state and local enterprises etc.
Before the Law on Aid for Startup Companies was adopted, LIAA wasn't
actively involved in the startup movement but now it controls the bulk of non—
financial state assistance to startups.

It is no secret that many startups in Latvia receive EU funding. What
will happen to the ecosystem when these funds dry up?

There’s two sides to the story. Right now, there are a lot of positive
things happening, but also risks are appearing. In startup terminology, to my

W

mind, the ecosystem itself is at the seed stage now — we have a product,
funding, interest from the first customers and international partners, and now
the crucial thing is to turn these opportunities into real business. Remember
that nine out of ten startups never move on from this stage. In the next three
years, we need to deliver significant results and plan future so the situation is
good even without EU money. We believe there will be more success stories
which can give feedback to the local environment. As well as there will be
greater interest about Latvia in the wider world, because more professionals
and entrepreneurs will know about business opportunities here after they will
have experienced our local environment. But there is a risk that we could also
mess things up — by spending money foolishly, making mistakes in executing
initiatives etc. Latvia's Startup association is there to prevent such flops by
coordinating existing initiatives and using resources efficiently. The next three
years will be very important for Latvia’s long—term economic development;
if we do it right, we can build a firm foundation. A great deal will depend on
parity cooperation between the state, the private sector and investors to
achieve a common goal.

What are the most common fields Latvian startups are engaged in?

Of course, fintech, there are more of these firms in Latvia than in
the other Baltic countries. Latvia's strong banking sector plays a role here,
and we have many banks with local capital. The strength of the sector
boosts other areas, so young people study finance and economics at Riga
Technical University, BA School of Business and Finance, Stockholm School
of Economics in Riga, the University of Latvia etc. Banks are both investors
in, facilitatorsof the ecosystem and clients of startups. The state’s role is
to support science—based startups, which is absolutely the right thing to
do, although it is not an easy process. The problem is that scientists are
not entrepreneurs; financial startups are much closer to business. There
is competition within the scientific community, scientists closely guard their
discoveries, often they don't want to modify them for business needs etc.
Traditionally, scientists haven't trusted entrepreneurs, but the fact is that
successful startups emerge when this trust does develop, and scientists
and business people can each do their jobs together. This kid of synergy
is rare, but there have been successful cases in Latvia. For example, the
Commercialisation Reactor, who since 2009 successiully executes exactly
such business model for deep technology startups, just has received
state support to form larger acceleration fund. In previous years the
Commercialisation Reactor has already produced good results, for example,
the sale of the startup Naco Technologies to International holding Schaeffler
Group. Inthe next few years, I'm sure we will see many more such successiul
exits. And like elsewhere in the world, Latvia also has lots of startups in the
virtual reality, Al and other sectors.
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Estonia has the Skype effect, Lithuania has the Game Insight effect,
and in Latvia we have what might be termed the social network
Draugiem group effect. What impact has this group had or still has
on the entire ecosystem?

It should be remembered that the portal draugiem.lv initially was
aimed at the domestic market, and it was small-scale on International area,
S0 although it gave impetus its lasting impact has not been huge. But right
now, the Draugiem group is in great shape — its most recent success,
Printful, has been a success abroad. Startups emerge within the group
and grow out from it, and its recent projects have made Draugiem a vital
player in Latvia’s ecosystem. In Latvia Rubylight, created by the founders of
one.lv and ok.ru, has also been important. They live in Latvia and continue
investing in startups, for example Ask.fm, Taxify, and Qfer, and they were
amongst the founders of TechHub. However, RubyLight, invests throughout
the world and is not focusing on Baltic market, so their influence locally has
not been that big. Another success story is Infogram, which was sold in
mid—2017 to the international company Prezi; its leader Uldis Leiterts has
given a lot to the community. Together with Dagnija Lejina he created the
festival Silicon Valley Comes to the Baltics, which has transformed now to
one of the largest startup events in the Baltics, called the Digital Freedom
Festival. Today Uldis is Latvia's ambassador in Silicon Valley. So clearly a lot
depends on personalities.

How has the association itself changed since its foundation in early
2016?

When the association started we had 30 members, and now we
have 85, of whom 70% are startups, and the rest are ecosystem players:
funds, accelerators, organisers of startup conferences and festivals etc.
We organise interal events for members as well as external ones like
Riga Venture Summit, and we help organise hackathons. We also go to
international startup conferences to talk about Latvia — last year we went to
Latitudeb9 in Estonia, TOA Berlin in Germany, unbound London in the UK,
DLD Tel Aviv Innovation Festival in Israel, and Slush in Finland. We plan to be
even more active in connecting with international partners and telling them
about our startups and the opportunities open to foreign startup founders
in Latvia’s startup ecosystem. Two years ago, we had to shake up Latvia's
startup environment, but now what matters is guiding the movement already
underway in the right direction. The association’s board consists of very
diverse people with a broad range of views and experience, but we all have
an excellent relationship. This helps to attract a variety of startups to the
association, including some that no one has heard of before, and gives us a
deeper understanding of the development phases of startups. The board’s
diversity means we can talk to a broad range of partners, who trust as a
neutral organisation.

2018

OUR MAIN PRIORITY IS TO
PROMOTE LATVIAN STARTUPS

Egita Polanska, chairwoman of the Latvian Startup association
Startin.LV

Our main priority is to promote the Latvian startup scene, connect it to
the world and represent its interests. VWe will continue our close cooperation
with stakeholders in the government, startups and associations, working
together to develop the environment and policies crucial to support startups
and promote their growth in Latvia, as well as empower our startups to be
successful internationally.

One of the tasks of the association will be continuous work with
the Law on Aid for Startup Companies, which now is being adjusted and
amended in Saeima. There are many good changes suggested, but we
can already see there is a need to add more conditions, in example, offer
tax breaks also to startups which are accelerating and getting investment
abroad while actually developing their operations and product in Latvia. We
also see that there is a need for creating simple and available information
flow from different support initiatives to actual startups. In example with a
Startup Visa — the regulations have been created, but now it's a matter
of creating a simple explanatory step-by-step process to guide companies
through the actual process. We will also focus on helping to attract talents
from abroad by working with the information accessibility in English.




www.startupestonia.ee www.startin.lv www.startuplatvia.lv www.startupvisalithuania.com www.startuplithuania.lt



SASHA XOMAREVYCH

LUISS ENLABS THE STARTUP
FACTORY, ITALY

Recently we spent 36 hours in Riga and Vilnius during our Accelerator
Roadshow. Right away we noticed an impressively high level of English by
local startups, great hospitality, good pitch and outstanding UX skills. It also
seemed to me that all the players in the startup ecosystem (government,
startups, universities, investors) work well with each other. In brief, the Baltic
startup communities are young, dynamic and hungry for action.

TUOMAS KOSONEN
INVENTURE, FINLAND

| have been following the Baltic startup ecosystem to develop the past +5 years.
And I’'m really happy to see how things are picking up. After few big success
stories, especially from Estonia, there are more and more experienced teams
building next gen startups. All the 3 countries have their own characters and
strengths, especially on deep tech, robotics, space tech and certain software
fields, just to name some. We from Inventure see Baltics as natural extension
to our home market and have been investing in the region since 2012. We are
currently active investor in 3 companies, 2 from Estonia and 1 from Latvia
and with our new fund | would like to find more interesting companies from
Baltics in all the stages.

JUHA RUOHONEN
SUPERHERO CAPITAL,
FINLAND

| would comment on two things. Number one is the significance of role models.
Every country/market needs their own Skype. This was the case back in the
days in Finland before we had any unicorns. Then MySQL showed us that
it is possible to build one from Finland. And naturally Supercell et. al. have
proven that even more. The same can be seen in Estonia with Skype. The
experience is extremely valuable and without the right mindset you cannot
be successful. Another thing is the urgency to get out there. As the Baltic
states are even smaller than Finland, entrepreneurs should be looking into
European (or global) markets from day one. There is really nothing stopping
that, especially if you run SaaS-based businesses. Too many cases are
still very homegrown. But all-in-all the trend is definitely going in the right
direction.
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