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Welcome to the first edition of the 
Hungarian Startup Report that aims to 
identify trends and challenges affecting 
Hungarian technology startups. As part 
of an initiative among the V4 countries, 
this research aims to become a trusted 
and valuable source of information on 
the status and trends of the Hungarian 
startup ecosystem.

In Hungary, just as across Europe, the 
interest in starting innovative businesses 
has been on the rise. Startups have been 
portrayed as a new breed of companies 
with new ways of doing business. But 
startups represent more than that, as 
they look to be the primary growth 
engine of the new digital economy.

With that in mind, it is utterly important 
to periodically analyse the economic 
profile and performance of startups, all 

with the goal of helping entrepreneurs, 
investors, and policy makers understand 
how they compare to players at home 
and in the regional ecosystem.

For this first edition, we managed to get 
over 100 startups to contribute to our 
research by taking part in our survey.
I would like to take the opportunity to 
thank each one of them, without their 
effort this report would not have been 
possible.

The Hungarian Startup Report is part of 
the Visegrad Startup Report, a project 
conducted by the Aspen Institute CE, 
that comprises an outlook on the startup 
ecosystems in the V4 region. Based on 
the data collected via 4 national surveys, 
a report is outlining trends, challenges, 
and possible areas for improvements by 
comparing the Visegrad countries.

We hope that such a comparative study 
will prove helpful in the coordination of 
startup support on the V4 level, and that 
the presented data along with analyses 
by experts will benefit both policy 
makers and stakeholders directly 
involved in startups.

I invite you to read our report, I hope it 
will prove to be useful to all who are 
involved in shaping the ecosystem 
supporting innovative business ventures.

Laszlo Tar, Executive at Startup 
Hungary and co-author of the 
Hungarian Startup Report

INTRODUCTION
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1. Hungarian founders are mainly 
young adults in their 30s. Most 
founders , 48% are aged 30-39, while 
altogether more than 30% are aged 
above 40. Only 22% are below 30 years 
of age.

2. The founders are also highly 
educated. Most of them, 62% hold a 
Master’s and 26% a Bachelor’s degree. 
Altogether 90% have some level of 
academic degree.

3. Hungarian startups are very young 
entities. Over 60% were founded as 
recently as 2014, while almost 70% of 
them incorporated in the last three years  
(2014–2016 and counting 2017).

4. Most startups are in validation 
stage. 62% have indicated to have a 
tested prototype which they are tuning 
through incubation and acceleration 
programs.

5. Hungarian startups are innovative. 
51% are working on a completely new 
product, while 38% are improving an 
existing solution. Cooperations with a 
Universities (34%) or a research 
laboratories (33%) are very common.

6. Hungarian startups target business 
customers. More than half of the 
respondents, 56% target business 
customers (B2B), 19% selected having a 
B2B2C service model, while 20% focus 
on catering to consumers (B2C).

7. Hungarian startups mainly operate 
in software. Most popular fields are 
SaaS (14%), business software (7%), and 
e-commerce (24/7%). Other popular 
areas include web (6%) and mobile (5%), 
big data (5%), marketing (4%), IoT (4%), 
marketplaces (4%), and AI (4%).

8. Hungarian startups are well funded. 
55% indicated having their operations 
funded. They are receiving financing for 
their ventures through seed investment 
(22%), angel investment (15%), venture 
capital funds (10%). The most common 
sources are national VCs (20%) and 
national angel investors (12%).

9. Hungarian startups are planning to 
double their number of employees. 
77% indicated planning on hiring in the 
current year. In total, the surveyed 113 
startups created 73 jobs last year, while 
planning on hiring another 87 next year, 
totaling 160 jobs created in two years.

10. The three most common 
obstacles: startups indicated having 
encountered in their operation are 
finding funding (18%), finding customers 
(16%), and finding talent (15%).

MAIN FINDINGS
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The founders of Hungarian startups are 
generally young. Almost three quarter, 
70% are aged 20–39 years. Most of the 
founders, 48% are in their thirties, while 
21% are in their twenties.

These results contradict the general 
image of founders of technology 
companies being young university 
students working on their ideas. 

The founders of Hungarian startups are 
also highly educated. Most of them, 
62% hold a Master’s and 26% a 
Bachelor’s degree. Altogether 90% have 
some level of academic degree.

Only a small percentage, 8% of the 
surveyed founders indicated still being a 
student, all others already hold a 
degree.

Age-group Academic degree

0-20 20-30
30-40 40-50
50+

Bachelor Master
PhD None

Founders are highly educated young adults

FOUNDERS
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The most popular fields of studies 
among the surveyed founders are 
economics (35%), technical sciences 
(21%), and computer sciences (21%).

There is a clearly observable preference 
in the area of studies: economics is the 
most preferred skills with computer and 
technical sciences trailing it head to 
head. This combination should provide 
the background knowledge necessary in 
the digital economy.

The respondents also had the chance to 
indicate their skills in a multiple choice 
question. Just as in the case of of 
studies, there is a visible dominance of 
the business and management skills 
among the founders.

Software development is the third most 
common skill-set (13%), it barely 
surpassed sales, marketing, and 
communication (11% respectively).

Fields of study Skills

10%

20%

30%

40%

Economics Technical sciences
Computer sciences Other sciences
Social sciences Natural sciences
Arts Law

5%

10%

15%

20%

Business Mamagement
Development Sales
Marketing Communication
Engineering Design
Finance Arts

Founders generally focus on business knowledge and skills

FOUNDERS
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More than fifth of the surveyed startups, 
22% mentioned having at least one 
woman among the founders. The total 
ratio of females among founders is 11%.

Among the surveyed startups, women 
make up 21% of the total workforce, 
meaning only one in every five 
employees is a woman.

78% No

22% Yes

Percentage of companies with at least one female founder

FOUNDERS

11

Only one in five startups has at least one woman among its founders
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Hungarian startups are concentrated in 
Budapest. About two thirds of the 
surveyed startups, 64% indicated the 
capital city as their registered company 
headquarter. Another 5% are located in 
the emerging startup hub Debrecen, 
while 4% are found in the city of Pecs.

The rest of the startups are spread 
across Hungary and also there are some 
companies with their headquarters 
abroad. Among the most popular 
locations outside Hungary we find 
London (4%) and New York (2%).

Locations of registered company headquarters

64% 5%

4%

Budapest Debrecen

Pecs

64% Budapest 36% Other

COMPANIES
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Two thirds of startups are concentrated in Budapest
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10%

20%

30%

40%

Year of incorporation Years to incorporate

15%

30%

45%

60%

2016 2015
2014 2013
2012 2011-

0 1
2 3
3+

The surveyed Hungarian startups are 
very young entities. Over 60% were 
founded as recently as 2014, while 
almost 70% of them incorporated in the 
last three years (2014–2016). However,  a 
significant 16% of companies have been 
around since 2011 and longer.

Company formation most commonly, in 
57% happened in the same year as 
founding. However, almost a quarter of 
the surveyed companies, 23%  
incorporated only in a year, and for 
another 10% took 2 years to register a 
company.

Startups are mostly in their first or second year of operation

COMPANIES
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With regards to the legal form of the 
companies, data shows that the most 
preferred form is a limited liability 
company (LLC), most likely due to 
reduced administrative and financial 
requirements.

This legal form dominated the results 
with a proportional representation of 
74% followed by 15% of respondents 
using the form a joint-stock company 
(JSC). Some of the respondents, 11% 
have not registered their company yet.

Data also shows that over a third of the 
surveyed companies, 34% were founded 
by 2 people. A quarter of the startups, 
26% had 3 founders to begin with, while 
15% were started by four people. 
Altogether 8% of the companies had 
more than 5 founders.

The data also reveal that quite a large 
percentage, about a fifth of the 
companies (19%) were started by a 
single founder.

Legal form Number of founders

20%

40%

60%

80%

10%

20%

30%

40%

1 2 3 4
5 6 7 8+

LLC
JSC
Not incorporated

COMPANIES
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Startups are mostly limited liability companies with 2-3 founders
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With regards to the stages of growth, 
data shows that most of the startups 
(62%) are now at the Validation stage, 
meaning they have a tested prototype 
that is being  fine-tuned through 
incubation and acceleration programs. 
The second largest group (26%) is the 
Discovery stage, when startups focus on 
understanding whether or not their 
concept has value for customers.

Tenth of the startups (10%) are at the 
Efficiency stage with a validated product 
or service already on the market. At this 
stage a business model is established 
and fine-tuned to deliver profit.

Only 2% of the startups are at the stage 
of Scaling, when businesses attempt to 
drive firm growth aggressively to 
capture markets.

Current stage of development

26% Discovery

62% Validation

10% Efficiency
2% Scaling

COMPANIES
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Almost two thirds of startups are in validation stage
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Hungarian startups serve both B2B and 
B2C markets. However individual 
consumers are a target group for only 
16% of startups. SMEs are the target 
customers for the majority of startups 
(57%), with 21% of micro businesses, 
17% of small businesses, 19% of 
medium businesses.

Another 19% of the respondents sell to 
large businesses (of more than 250 
employees). Only 5% of companies 
provide solutions for public institutions 
(e.g. schools, hospitals, municipalities), 
and 2% to NGOs.

Target customers

Micro E. Medium E. Large E. Small E. Consumers Institutions Other NGOs

2%2%

5%

16%
17%

19%19%
21%

BUSINESS
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Startups mostly target micro to medium size enterprises
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In a multiple choice question we asked 
respondents to indicate the components  
of their offering to customers. The 
overwhelming majority of startups 
provide intangible digital products. 

When it comes to the product itself, 31% 
have a web component, 22% a mobile 
component, and 15% chose other kind 
of software product.

Fifth of the respondents, 22% provide 
their customers with services. Only 10% 
of startups are working on a hardware 
product.

For most of the respondents the case 
was a combination of these.

Components of the product

Web Mobile Service Software Hardware

10%

15%

22%22%

31%

BUSINESS
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Web and mobile are the most popular product components
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We asked the respondents about the 
revenue model their business is based 
on. The results show a clear favour 
among companies to generate revenue 
using a subscription, over a third of the 
startups (35%) indicated having this 
model.

The second most popular model is 
commissions (13%), denoting companies 
operating different kinds marketplaces. 
The third most popular revenue model is   
production, indicating that these 
companies are providing tangible 
products to their customers.

The licensing model (11%) is prevalent 
among companies that have an 
intangible product or patent they can 
license to their customers.

Only 5% of the startups base their 
revenue on advertisements, 4% on 
charging a one-time fixed fee for their 
product, and 3% are charging customers 
a markup. Rental is the most unpopular 
revenue model with only 1% of startups 
opting for it.

Revenue model

Subscription Commission Production Licencing Transaction Other Advertisement Fee Markup Rental

1%
3%4%5%

7%8%
11%12%13%

35%

BUSINESS
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Subscription model is most popular with over third of startups opting for it
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Sources of knowledge and networking

The survey asked about the sources of 
knowledge and networking (non-
financial support) that were used by the 
startups.

Conferences (21%) and meet-ups (20%) 
are the most popular among startups. 
Conferences are a great way to promote 
products, and eventually gain customers 
and investors. Industry specific meetings  
called meet-ups are one of the most 
popular ways Hungarian startups 
connect and educate themselves.

Mentoring (16%) an trainings (10%) are 
also key factors for success in the early 
stages of startups to kickstart.

Roadshows (5%) are a popular way 
among startups to introduce their 
product to a new market by relocating 
for a period of time to a specific 
location.

It is an interesting addition that no 
companies indicated taking part in an 
incubation programme abroad. 

Industry specific events and mentoring are popular among startups

CONFERENCES21%
MEET-UPS

MENTORING

TRAININGS

FOREIGN ACCELERATOR

NATIONAL ACCELERATOR

20%
16%
10%
8%
6%

BUSINESS
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SaaS Business software E-commerce Web Services Mobile

Big Data Marketing Marketplace Artificial Intelligence Internet of Things

Analytics Transportation Developer Tools Cloud Healthcare

Design Education Entertainment Agency Content & Social

AR & VR Electronics Financial EnergyTelecommunications

Fields relevant to business activity

BUSINESS
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Financing of company operations

45% BOOTSTRAPPING55% FUNDED

There is an even distribution between 
Hungarian startups when it comes to the 
financing of their operation: 45% of the 
surveyed companies indicated only to 
have used own capital resources, while 
55% have their venture funded from 
outside sources.

The funded startups are receiving 
financing for their ventures through seed 
investment (22%), angel investment 
(15%) or through venture capital funds 
(10%). Most common sources are 
national venture capital funds (20%) and 
national angel investors (12%).

Over half of the startups have their operation funded

FINANCING
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Cash-flow

53% POSITIVE47% NEGATIVE

Over half of the surveyed startups (53%) 
stated having a positive cash-flow. The 
maturity of these companies (over 50% 
were incorporated in the last 3 years) 
and their most common stage of 
development (62% are at validation   
stage) would imply a much lower ratio.

Nevertheless, it seems that the startups 
have found a way to monetise their 
products at quite an early stage. A good 
indicator for their future.

Over half of the startups have positive cash-flow

FINANCING
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Revenue frequency

18% None

10% Often

36% Regular

12% Exponential

25% Occasional

FINANCING
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With regards to revenue frequency, over 
third of the startups (36%) have regular, 
an additional quarter (25%) have 
occasional revenue. Ten percent of 
startups only generate revenue often, 
while twelve percent seen their revenue 
increase exponentially in the last year.

Overall 82% of the startups are 
generating revenue regardless of 
frequency, while 18% have no revenue. 
This indicates that although the 
surveyed startups are in mostly early 
phase (62% in validation), they already 
managed to find customers.

Over a third of startups have regularly occurring revenue
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Foreign VC
National VC

Foreign Angel
National Angel

Foreign Accelerator
Innovation Grant

EUSeed
National Accelerator

Crowdfunding
Credit

EUPARP
Loan

Academic Grant 1%

2%

2%

4%

5%

5%

7%

7%

8%

9%

11%

17%

22%National VC
National Angel

EUSeed
Foreign Angel

Innovation Grant
Foreign VC

Foreign Accelerator
Credit

National Accelerator
Crowdfunding

EUPARP
Academic Grant

Loan 3%

3%

4%

4%

4%

6%

7%

7%

9%

10%

11%

12%

20%

Used sources of financing Planned sources of financing

Among the surveyed startups domestic 
sources are a preferable choice when it 
comes to financing. About third of the 
companies (32%) opted for investments 
from national angel investors or venture 
capital funds.

The most commonly used source is 
national venture capital funds (20%), 
followed by national angel investors 
(12%). Altogether only about a quarter 
of startups (24%) took funding from 
sources outside Hungary.

When it comes to the source of 
financing startups are planning to use in 
the future, attracting foreign venture 
capital (22%) is the clear preference.

Nevertheless, domestic sources are still 
popular with national venture capital 
funds (17%) in second and national 
angels in fourth (9%) place. Surprisingly, 
only a low percentage of startups (13%) 
are considering funding from an 
accelerator.

Domestic sources of financing are popular among startups

FINANCING
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10%

20%

30%

40%

50%

0 1-3 4-10 11-20 20+

2%
4%

23%

36%35%

Recent hires Planned hires

One of the key questions in the context 
of startups is their contribution to 
employment. In the past year the 
surveyed startups hired 388 people and 
plan on hiring an additional 528 new 
employees next year. In the surveyed 
two years (2016–2017) the 113 startups 
will have created 916 new jobs.

In the past year (2016), two thirds of the 
surveyed startups (65%) expanded their 
workforce, while slightly over a third 
(35%) did not hire more staff. Most 
companies (36%) hired 1–2 people, 
slightly less then a quarter (23%) hired 
4-10 employees, while the remainder of 
the companies (6%) hired more than 10.

Reflecting the need to grow and scale 
their business, startups are looking at 
hiring more talent for their operations.

Altogether, over three quarters of the 
surveyed startups (77%) plan on 
expanding their staff in the next year, 
while a quarter don't plan on hiring in 
this period.

Over two fifths of the startups (42%) are 
planning on hiring 1–2 employees next 
year, and a quarter are looking at hiring 
4–10 people. Only less than a quarter of 
the startups don't plan on hiring in the 
next year (2017).

Startups are hiring more talent for their operations

10%

20%

30%

40%

50%

0 1-3 4-10 11-20 20+

3%
6%

26%

42%

23%

EMPLOYMENT
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10%

20%

30%

40%

50%

60%

70%

1 2 3 4 5 5+

2%3%5%

16%

23%

51%

Interns Advisors

Another key aspect of employment in 
context of startups is employing interns. 
Interns in general can be a valuable yet 
cost effective contribution to workforce. 
Moreover, current taxes incentives make 
it more beneficial for Hungarian firms to 
employ students or first time employees. 

Altogether, only a third of the surveyed 
startups, 33% indicated having at least 
one intern on their team in the past year. 
Among those that did, about two thirds 
(65%) employed one, while slightly less 
than a quarter (22%) employed two 
interns. Only 14% employed over 3 
interns.

Advisors do not directly contribute to 
employment figures, however they play 
an important role in the life of startups. 
We asked the respondents about the 
issue to better understand the structure 
of their teams.

Altogether, half of the surveyed startups, 
53% indicated having at least one 
advisor on their team in the past year. 
Among those that did, about half (51%) 
had one, while slightly less than a 
quarter (23%) had two, and altogether 
another quarter (26%) had over 3 
advisors on their team.

Most startups have at least one intern and one advisor on their team

10%

20%

30%

40%

50%

60%

70%

1 2 3 4 5 5+

3%

8%

3%

22%

65%

EMPLOYMENT
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Founders Employees

89% / 11% 79% / 21%

Looking at Hungarian startups there is 
an overwhelmingly male dominated 
staffing when it comes to founders and 
employees.

Among founders the gender split was 9 
to 1 for men, which underpins the 
perception of the technology sector 
being a man’s world. 

Among employees there is a gender 
split of 4 to 1 for men, a slightly better 
representation of women.

The gender imbalance, particularly in 
the technology sector has been a 
pressing topic of discussion recently. 

Everyone working in the technology 
sector agrees that it is a mostly male-
dominated industry, but it’s been very 
difficult to get solid data.

Gathering exact information from these 
startups is the first step in making any 
kind of change, and we hope it leads to 
progress in the next few years.

Women are generally underrepresented in startups

EMPLOYMENT
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Global Europe USA Asia

Going global from day one seems to be 
a strategy for a lot of startups. When 
asked about the primary target market 
of expansion strategy, global and EU 
markets are the most popular locations 
of interest by far for most of the 
startups. 

Slightly less that half of the startups 
(45%) plans on expanding to servicing a 
global market, while over a third (36%) 
are focusing on European markets.

Only a small minority of startups are 
considering expanding to the USA 
(12%), while a fraction of startups are 
looking at Asian markets.

Only 5% consider Hungary as their 
primary market and 4% are not planning 
on expanding their operations into 
foreign markets at all.

Going global is popular among startups

45% 36% 12% 3%

Primary target market of expansion strategy 

EXPORT
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In a question we asked respondents to 
indicate how much percent of their 
current revenue comes from outside 
Hungary. The results show a distinct 
divide when it comes to the export ratio 
of the surveyed startups.

Over a third of the companies (36%) 
have absolutely no revenue or no 
revenue from outside Hungary. Taking 
into account that 18% of the startups 
indicated they have no revenue, it can 
be said that 18% have no revenue from 
outside Hungary.

When it comes to companies generating 
revenue, 45% of the respondents have 
on average an export ratio of 5%, while 
a fifth of the startups (19%) are getting 
all of their revenue from sources outside 
Hungary.

Considering that 45% of the 
respondents indicated having a global 
expansion strategy, this number shows 
that about half of them are already 
achieving their aim.

Export ratio

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

19%

8%

4%
6%

3%4%5%
2%

6%7%

36%

EXPORT

34

Over third of the companies have no revenue from outside Hungary
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In the survey, we decided to analyze 
measurable indicators of levels of 
innovation. The first such indicator is the 
novelty of the product.

With regards to the novelty of their 
respective products, 51% of startup 
projects offer a new product of service, 
38% provide an upgrade to, or 
innovation of a product being already 
available on the market. Another 5% 
either adapt an available product or 
directly imitate it, and 5% of the 
respondents chose other to characterise 
their product.

Altogether 89% of the surveyed startups 
are working on a new product or 
improving an existing one, shows that 
startups are indeed innovative, when it 
comes to their products.

However, the fact that over a third of the 
surveyed startups, 38% are not working 
on uniquely new product is indicating 
that the startups are not actively seeking 
out and solving new problems.

Novelty of the product

New product Improving a product Copying a product Other

5%5%

38%

51%

INNOVATION

36

Half of the startups are working on a new product
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Quantifying the level of innovation and 
developmental activities in an enterprise 
is not an easy task given the nature of 
the data, and startups are no exception. 

In this section of the survey, we decided 
to analyze two key and importantly 
measurable indicators of levels of 
innovation: scientific collaboration with 
research centers and universities, and 
registered patents.

In a multiple choice question we asked 
startups about their R&D cooperations 
and registered patents. Altogether 80% 
of the respondents indicated being 
involved in some form of cooperation.

Slightly more than a third of startups 
(34%) prefer cooperations with 
universities, while another third (33%) 
conducting R&D activities in their own 
laboratories. The remaining third of the 
surveyed startups either works 
independently with with researchers 
(21%) and with R&D centers (11%). The 
numbers show an opportunity to 
improve the connection between 
startups and research institutions.

Only one in every four studied startups 
have registered a patent or trademark 
(26%). About a half of these, 14% have 
an international, 8% only Hungarian, and 
4% global patents.

R&D cooperations Registered patents

University Own laboratory
Researchers R&D Center

No International
Hungarian Global

Most startups are involved in R&D cooperations but have no patents

INNOVATION
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Hungarian startups are spoiled and 
the Hungarian startup financing is a 
bit biased

The statement refers to the fact that a 
significant amount of EU resources 
became available for Hungarian startups 
as of 2009 due to the so called JEREMIE 
Programme. On one hand, the allocated 
amounts facilitated the birth of early-
stage financing, which had not been that 
much in focus before. This is surely 
positive. On the other hand, many 
projects without real entrepreneurial 
mindset and relevant experience got 
funded, in many cases even by 
accepting bad terms (e.g. investor 
acquired majority ownership stake). We 
can say that this was part of the learning 
curve but it also resulted in many 
investee candidates who only tried to 

exploit the “liquidity boom”. ‘Startups 
got spoiled.’ This also meant that 
companies did not have a clear long-
term vision, did not prepare for future 
expansion, particularly not on an 
international level. And if they had done 
so, the given cap table structures 
hindered them from future financing 
from foreign VCs. This situation is 
reflected in the relatively low level, 24% 
raising capital from foreign investors in 
the past. Another characteristic of these 
early years was the lack of pre-seed and 
seed stage financing.  The general 
Hungarian investor attitude is rather 
conservative, so it was hard to find 
business angels who are happy to risk 
their money by supporting enthusiast 
founders. Moreover, the incubator/
accelerator infrastructure was just 
nascent, thus it was a real hassle to take 
great ideas to the next level. ‘Startup 
financing was a bit biased.’

Structural change is happening

Nowadays, there is structural change 
where ex-founders, industry experts and 
even big corporates are happy to 
embrace innovation and actively 
participate in building a more solid 
ecosystem (e.g. incubators, corporate 
labs). Besides this positive trend, more 
and more Hungarian startup teams turn 
up, who take their venture seriously and 
prepare for international expansion from 
the beginning.

Eva Rez, Investment Director at 
Day One Capital and co-author of 
the Hungarian Startup Report

ANALYSES
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Therefore, they are looking for valuable 
partners who can help them gain a 
foothold on foreign markets. Some 
promising startups simply skip 
Hungarian investors and immediately 
aim at well-known international 
investors. This might explain the 45% for 
those who chose bootstrapping up until 
today. Some others take early capital 
from local market participants, use 
Hungary as a test market, but already 
with an international scale-up in mind. It 
explains why foreign investors have a 
bigger chunk – 41% of the ‘planned 
financing’ pie despite the fact that a 
notable amount of new state and EU 
money is becoming available for them.

Startups need sales & marketing 
expertise

In most cases Hungarian startups seek 
financing in order to patch the hole in 
their sales and marketing activity. It 
means hiring of sales and marketing 
experts as well as accelerating their 
expansion on target markets by 
disposing over bigger budgets allocated 
for the purpose. To accomplish that, 
they need investors who can reach out 
to their extended network: to find the 
right match for a position, to acquire 
new customers or to partner up with a 
foreign investor who is relevant to the 
target market. 28% of respondents 
indicated this expectation which seems 
to be as much important as funding 
itself (28% as well).

Hungarian ventures still heavily rely 
on their existing investors

First, international term sheet standards 
are not prevalent. In many cases it is the 
task of investors to explain those to their 
portfolio companies before they get in 
front of their prospective backers. 
Second, they need help with identifying 
the best fit for them in terms of investor 
profiles, and then appreciate 
introductions to these foreign VCs. It 
also means that Hungarian teams are 
more than fine with co-investment 
syndicates. Finally, the follow-on 
investments of these local investors can 
give a good signal to their foreign 
partners and enhances trust towards 
Hungarian companies.

Monetization is still an issue

Early stage ventures are still struggling 
with monetization. It is often difficult for 
them to find the right business model. 
As a consequence, they might end up in 
a trial and error mode without a clear 
USP and a fitting pricing strategy. 
Maintaining customers can also be 
challenging: 43% of the interviewed 
teams have no revenues at all, or they 
do have some but only occasionally. 
Therefore, recurring revenue is a very 
good indicator of how skilled the startup 
is in engaging their paying clientele. 
And this can be crucial when they 
negotiate with foreign investors about 
future financing.
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Interpreting the results

Looking at the Hungarian results of the 
first V4 Startup ecosystem provokes the 
question: are these findings showing us 
a positive picture which may be ground 
for optimism or instead are they showing 
some alarming trends to us?

The health of the startup ecosystem 
does not reside with only some of the 
players — it is in fact, everybody’s 
business. Quantitative results alone can 
be misleading without the right context 
from which these results were obtained.

The goal of even a cursory analysis 
should be to contrast the data with such 
unmentioned factors like access to best 
practices, role models, large enough 
peer group, and investment practices.

There is a dire need for education

As most early stage companies of the 
world, Hungarian ones also have little in 
the way of startup training (i.e. how to 
cope with starting out and finding early 
signs of product-market fit). More than 
80% of them have not been with any 
accelerator and 74% never had training 
or mentoring. It is especially crucial as 
half of the companies are developing 
brand new products (as opposed to 
further developing an already existing 
concept or idea). The good news is that 
most companies are founded by very 
young but educated individuals. This 
fact – that they are not set in their ways 
of doing things – helps in the efficient 
uptake of any form of education.

Need for market development 
competence

The fact that almost two thirds (62%) of 
startups are in validation phase suggests 
that guidance is much needed in this 
area. The low number of startups that 
participated in any form of acceleration 
(11%) suggests that most teams discover 
their markets in isolation, alone, which is  
probably the most expensive and least 
efficient way of business development. 
Also, large groups of startups work in 
the same fields within the industry. This 
high concentration in effect would make 
their education and training in business 
development relatively easy.
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Entrepreneurial attitude

Results suggest a rather open minded 
attitude of early stage entrepreneurs in 
Hungary. Almost half of the companies 
go after global markets, about a third of 
them are VC funded — and nearly half 
wish they were. About half of them have 
positive cashflow, which suggests that 
VCs will eventually return their calls.  

Although these results suggest early 
successes, it would be very beneficial for 
startups to seek out sources of financing, 
such as crowdfunding and investments 
from business angels. While VC funding 
is fashionable and implies a degree of 
validation, it is angel investments and 
crowdfunding which are the faster way 
to smart money as well as product-
market fit during the early stages. Last, 
but not least, angel investments and 
crowdfunding are significantly less 
expensive and leave more freedom for 
the entrepreneur in later funding rounds. 

Proper education about these funding 
options for startups, together with 
investment advice for potential business 
angels could help in building a healthier 
early stage funding environment.

All these factors are underscoring the 
general observations by many seasoned 
participants of the ecosystem. There 
seems to be a consensus that there are 
three major areas where efforts should 
be concentrated.

Recommendations

First, startups need proper education to 
develop their competencies to meet 
international standards.  The need for 
such education comes from the fact that 
the ecosystem has few entrepreneurial 
role models and lacks the common 
startup culture and common business 
practices which could be the backbone 
of a developing ecosystem.

Second, there is a need for 
development of international market 
access capabilities. There are examples 
of successful Hungarian startups 
conquering the international markets. 
Their successes often share similarities 
which should be condensed and 
formulated in proper training in order to 
better prepare new startups for the 
challenges of going abroad.

Finally, we need to focus on the 
advancement of the entrepreneurial 
mindset — among both entrepreneurs 
and investors. Neither entrepreneurs nor 
investors can pretend that we are 
physically isolated from the rest of the 
world, non-conform practices can not 
survive against global norms. In the 
future, entrepreneurs who run their 
businesses at a slow speed, low energy 
or with lack of transparency have a 
difficult time just as investors with 
unfriendly terms and no smarts will have 
a lot less investment opportunities.

ANALYSES

42



HUNGARIAN STARTUPS REPORT 2016

Going global from day one

High growth startups are created global 
from day one. It is especially true for 
Hungarian startups, that due to the small 
size of the domestic market have almost 
no other option than planning on 
expanding internationally, if they want to 
provide for their future growth.

Hungarian founders seem to understand 
this. Roughly half of the startups (45%) 
are planning on expanding to servicing a 
global market, while over a third (36%) 
are focusing on European markets. Only 
a small fraction (9%) consider Hungary 
as their primary market or not planning 
on expanding their operations into 
foreign markets at all. These figures are 
quite promising but they are only 
precursors to international growth.

Taking advantage of opportunities

Entering international markets requires 
sufficient funding and very specific skills 
and know-how.

As far as funding is concerned, 45% of 
the startups indicated only to have used 
own capital resources, which is not 
sufficient for entering new markets. The 
missing resources for these startups may 
come as capital investment from 
Hungarian as well as international 
investors.

However, as for skills and know-how, 
such assets still can mostly be attained 
by attending acceleration programmes 
abroad. Surprisingly, only 7% of the 
surveyed companies have participated 
in an international accelerator, and only 
8% are planning on taking part in one. 
Hungarian entrepreneurs have excellent 
technical knowledge, and know-how to 
build digital products. However, when 
compared to their international peers, 
they are still lacking several key skills 
needed to succeed internationally.

Startups need to take advantage of the 
opportunities international accelerators 
are offering, to be able to meet the high 
demands it means to scale. Today, great 
companies can come from anywhere, 
but they also need to be able to scale 
everywhere.

Laszlo Tar, Executive at Startup 
Hungary and co-author of the 
Hungarian Startup Report
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Make it easy to employ people, 
especially from abroad

Startup companies need to be able to 
hire and fire employees on more flexible 
terms. This also includes levying the 
restrictions currently hindering the 
employment of highly qualified 
workforce from abroad.

Recently a great example came from 
Latvia, the innovative startup tax. The 
goal is to lighten the burden of the 
biggest cost at any startup: employee 
wages. The new law would set a flat 
monthly tax of €252 per employee for 
startups, let startup employees enroll in 
a 'highly qualified workforce' enrollment 
scheme where the government covers 
all social tax, at the same me waiving 
individual income tax for employees and 
corporate income tax for startups.

Incentivise private investors

It would be important to incentivise the 
private sector to participate in the 
financing of young, innovative 
companies. This would ensure a more 
balanced and more transparent funding 
infrastructure on long term for local 
enterprises, and encourage them to 
raise their early rounds in place. 

What steps could be taken to achieve 
this goal? First, while legal entities 
benefit from a tax relief effective as of 
2017, individuals do not have similar 

advantages. A level playing field could 
attract more business angels to the 
venture capital industry, and help them 
enrich the ecosystem with their diverse 
backgrounds. Second, a firm LP base 
consisting of institutional investors – e.g. 
pension funds, insurance companies – 
would also be needed to create a 
sustainable VC model.

In order to prepare Hungarian startups 
for their international journey, globally 
accepted term sheet standards and 
processes should be prevalent, 
ultimately to create a transparent market 
where only compliant participants can 
stay competitive. This is of the best 
interest of ventures.

Reform higher education

It is never enough to emphasise the 
importance of education. In order to 
narrow the gap between the region and 
more advanced countries, and to have 
more quality projects to invest in, it 
would be crucial to put more emphasis 
on entrepreneurial skills, sales and 
marketing as well as fund raising.

While there is a growing number of 
initiatives from market participants and 
non-profit organisations to enhance 
relevant knowledge, the most effective 
approach would be to include these 
fields in the regular curriculum.
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Background

Startup Hungary and the Hungarian 
Association for Innovation partnered 
with similar organisations in the Visegrad 
Group to conduct a survey of innovative 
companies, startups, in all four countries  
(Poland, Czech republic and Hungary).

The V4 Startup Survey is the first 
attempt to map and compare startup 
ecosystems in the Visegrad region 
(Czech Republic, Hungary, Poland and 
Slovakia).

In the first phase, national reports such 
as this one analyze the metrics, business 
trends and challenges of the ecosystem. 
The second phase will offer a 
comparison of the information collected 
from all four countries.

Definitions

In this study we use the following 
definition of a startup: an entity from any 
industry branch that:

1) develops a single product or service 
that is unique in place; 2) tries to solve a 
problem in a unique and innovative way; 
3) has the potential of rapid growth in 
terms of revenue and customers; 4) 
where founders play the main role in 
operations; 5) needs investment for 
further growth.

This definition was employed in order to 
distinguish a startup from just any new 
business, and not to limit startups only 
to those operating in digital 
technologies.

The survey was not restricted to entities 
registered in Hungary or having at least 
one founder who is a Hungarian citizen. 
In the later case it must satisfy an 
additional condition, namely, it must at 
least partially operate in the Hungary.

Therefore, at the end of the report we 
present our recommendations based on 
the collected data and conducted 
interviews for consideration.

Survey structure

The survey content and structure were 
made to conform to several similar 
projects, especially the Polish Startup 
Report and the European Startup 
Monitor. The survey contained 55 
substantial, single and multiple choice 
questions: 13 focused on founders, 
while 42 on the companies. The 
questionnaire was available in English, 
all answers were optional.
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Data collection

The survey ran in a period of one month, 
from March 1 to March 31. Initially, 
startup CEOs and founders were invited 
to participate via e-mail, later on using 
intermediaries, such as incubators and 
accelerators. The survey was also 
promoted using social media, targeting 
specific groups frequently used by the 
Hungarian startup community. The 
survey was completed by 113 
companies.

The data collection was performed 
through the website Startups.hu, a 
comprehensive database of Hungarian 
startups, that has been collecting 
economic and financial data since 2012. 
The website provides real-time display 
and open access to all collected data.

Evaluation

To evaluate the answers we have used 
known statistical methods with a custom 
analytical tool. Despite the fact that 
many correlations were calculated 
among the gathered data, the small size 
of the sample makes it hard to identify 
specific trends. However, with our 
experience and knowledge of the local 
startup scene we can extrapolate the 
results to reflect the current state of the 
startup ecosystem in Hungary. 

Participating startups 

We would like to thank the following 
startups for contributing to our research 
by taking part in our survey:

10xOne, ACHROS HealthTech, Aero 
Glass, Apptalk Ninja, Atmosplay, 
Automizy, AXS Motionsystem, 
Battlejungle, Beeem, BeeRides, Blaudio, 
BOOKR Kids, Brewie, Building Patterns, 
CeeCommerce, ChimeIn, CloudStorm, 
Commsignia, CryptTalk, Cubilog, DO3D, 
Easyling, EDMdesigner, edUcate, 
Enbritely, Everrip, Flatview, 
GrantedBy.Me, Gravity R&D, GWS Hub 
(SSC Heroes), HeatVentors, Laborom, 
Localization Guru, Ma este Színház!, 
MathXplain, Maven 7, MiniCRM, 
Mobilengine, Moow, MotoGlobe, 
Multipass Solutions, mySIGHTin, Neticle, 
Nostromo, OnePrice, Opp.io, 
OptiMonk, OptoForce, Philament, 
Picturio, Post2Me, Private Sentinel, 
PublishDrive, Pulmoment, Quantified 
Company, RateMate, Recycling Market, 
Rocketside, ROIminer, Route4U, 
Samebug, Shapr3D, Shoka, Slamby, 
Smark, SmartMobileVision, Soldigo, 
SpringTab, StatzUp, StoriesOnBoard, 
su3Doku, Superpowered, Syncee, Talk-a-
Bot, Tresorit, TruckIN, UniGifter, Voxilio, 
Webshippy, Whitereport Mediabrowser, 
Xeropan, Yummber, Zeno, ZiteBoard.
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