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I t is a feature that has brought bil-
lions of hours of fun to Snapchat
users. Want to have a rainbow flow
from your open mouth? How about
replacing your eyes with big pink

love hearts? Turn yourself into a dog
completewithcartoontongue?

If your social media feed is filled with
photos of your friends sprouting fluffy
rabbit ears or transforming themselves
into zombies, it is likely a group of
Ukrainian app developers are to blame.
Thefacial recognitionstart-upLooksery
was dreamt up in eastern Europe and 
acquired by photosharing app Snapchat
last year for a reported $150m. The
acquisition was the largest technology
deal inUkraine’shistory.

Almost as quickly as Looksery’s tech-
nology became an integral feature of
Snapchat, the purchase has inspired

hundreds of other tech developers in
centralandeasternEurope.

Since overthrowing Soviet-imposed
communism more than a quarter of a
century ago, central and eastern Europe
has mainly relied on low-cost manufac-
turing and primary industries like min-
ing and agriculture to fuel its strong eco-
nomic growth and bridge the wealth gap
withwesterncountries.

Over the past five years, however, the
region’s top economies have been striv-
ing to move from traditional industry to
businesses focused on innovation, tech-
nologyandentrepreneurialism.

While governments fear the “middle-
income trap”, where rising living stand-
ards bring wages up to a level where
manufacturing is no longer competitive
enough to entice investors, they are also
keen to keep the brightest minds from

joining the millions who have emigrated
fromtheregionoverthepastdecade.

“Let us invest in research and innova-
tion, let us prepare our society for
[young people], to provide them with
opportunities to be here,” Slovakia’s
president, Andrej Kiska, said this
month. The priorities, he added, would
be “education and research and devel-
opment,andinnovationandstart-ups”.

Looksery, which Snapchat rebranded
as Lenses, is not a fluke success. Others
include Estonia’s Skype and Transfer-
Wise; Poland’s game developer CD Pro-
jekt; and, from Hungary, presentation
softwarebyPrezi.

“We are working all across Europe,
the Middle East and Africa and there are
huge opportunities here in [eastern
Europe],” said Google’s European presi-
dent,MattBrittin, recently.

Young talent
leads a push
into an age of
enterprise
The region has become acutely aware of the need to
hang on to its best and brightest, reportsHenry Foy Breeding unicorns: CD Projekt, maker of the Witcher games, is one of Poland’s success stories —CD Projekt

‘There is nomanual on
how to transform a
traditional economy into an
innovative environment’

But despite a number of initiatives,
such as state-backed investment funds,
tech hubs and support from interna-
tional technology companies, output in
eastern Europe still lags behind start-up
centres such as London or Berlin, to say
nothingofSiliconValleyorTelAviv.

“There is no manual on how to trans-
form a traditional economy into an
innovative environment,” says Marek
Rosinski,partnerat theWarsawofficeof
lawyers Baker & McKenzie. “This is not
an easy or obvious process . . . The crea-
tion of a new ecosystem takes time,” he
adds.“Certainelementsmaytakeevena
generationtochange.”

The EU’s European Innovation Score-
board for 2016 shows no eastern mem-
ber state with more than the bloc’s aver-
age rating. The eastern region accounts

Continuedonpage2
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for the bottom eight places. According
to the findings, countries in the east pro-
duce large numbers of well-educated
graduateswithscience, ITandengineer-
ing degrees. But, overall, the region
lacks research and development spend-
ing as well as access to investment capi-
talandhasonlya limitednumberofsuc-
cessful start-upcompanies.

“You need the push from the market,
so bottom-up rather than top-down,”
says Artur Tomala, a Warsaw-based
managing director of Goldman Sachs.
“There is still not the scale of invest-
ment opportunities here to bring the big
money.” Baker & McKenzie’s Mr Rosin-
ski agrees: “There is not enough critical
mass yet to attract massive foreign
investment,” he says. But it is “definitely
an area to watch closely” and is “largely
undiscovered”.

At the same time, competing with
more established markets might not be
the right approach. In an example of
how the region can succeed by finding
niche opportunities to mitigate its rela-
tive lack of experience, size and capital,
two Polish entrepreneurs working for

PwC, the advisory firm, have set up the
world’s first drone consultancy project,
Drone Powered Solutions. Poland is a
good place to be a drone pioneer, in part
because of laws that make the country
one of the world’s most liberal markets
for thatuse.

Governments are hoping that the
booming outsourcing industry across
the region will in turn spawn homeg-
rown business ideas, as young people
are trained in the offices of global corpo-
ratesbeforesettingoutontheirown.

Goldman Sachs, for instance, has an
operations centre in Warsaw where
some 240 Poles build apps and design
systems and platforms for the bank. It
expects to increase headcount to 500
nextyear.“Wearepartof the innovation
supply chain, through essentially pro-
viding our very smart people,” says Mr
Tomala.

“We [Poles] used to be the guys that
physically built things and now we are
becomingtheguysthat thinkthingsup.”

Continued frompage1

Young talent
leads a push
into an age of
enterprise

H ungarian entrepreneur
Balazs Kerulo’s idea to cre-
ate a flying motorbike
came to him when he read
a blog claiming that a

drone capable of carrying a person
couldneverbebuilt.

“It was a big challenge to us,” Mr Ker-
ulo says. “We made some calculations 
and found that it was possible, so we
triedtogetsomefunding.

“Within a couple of months we man-
aged to lift one man in the air. We put it
on YouTube and we got more than 1m
viewswithinaweek.”

The project won Mr Kerulo a place on
lastyear’sNewEurope100listofcentral
and eastern Europe’s brightest and best
people, and a year on, the flying motor-
bike concept has funding and a research
teamworkingonit.

Called a Flike, it is a tricopter, a
machine with three rotor disks, pow-
ered by a hybrid electric engine. Once
completed, it will be able to fly one per-
sonweighingupto100kgatspeedsofup
to100kphforonehour.

Mr Kerulo’s company, ByeGravity,
based in Budapest, plans to market the
Flike for about €100,000 by the end of
next year. Users will need to have a
microlightpilot’s licenceto flyone.

“I think personal flight has been the
collective vision of mankind since the
invention of science fiction,” he says. “In
science fiction movies since the 1940s
you can see people flying in their own
private flying devices. Mankind is actu-
ally expecting something like this to
happen.”

He envisages a good market in the
United Arab Emirates, where there are
many people with the right level of dis-
posable income to buy a Flike who
“wouldbewillingtoput it intheirgarage
next totheir fancycars”.

He also sees potential for the machine
in search and rescue missions and the
rapid deployment of first aid personnel
tothesceneofanaccidentordisaster.

Mr Kerulo, 38, dreamt of being a pilot
as a child, although he began his career
in his father’s company in Hungary
building prefabricated homes. Later he
studied at Hungary’s only state aviation
school, where he became an aeronautics
engineerandqualifiedpilot.

While he was working at Bay Zoltan,
Hungary’s leading network of applied
research institutes, he took up the flying
motorbike challenge. Bay Zoltan pro-
videdinitial funding.

The YouTube clip attracted a private

Hungarian investor to the project,
allowing Mr Kerulo and a colleague to
leave Bay Zoltan last August to launch
ByeGravity. It has four full-time staff
andmorethanadozenresearchsubcon-
tractors working on the Flike design,
with enough capital to fund building the
first prototype. Mr Kerulo hopes to
attract a multinational venture capital
investor tobringtheproject tomarket.

ByeGravity originally planned to have
a pre-release product available this year
but has encountered some problems
during prototype testing. It was unex-
pectedly difficult to build the computer
that turns the pilot’s movements on a
joystick into commands for the six
motors powering the rotor blades on the
machine’s threewings.

The second problem was enabling the
aircraft tostayairborneforanhour.

“The batteries drain within ten min-
utes of flight,” says Mr Kerulo. “So we
have a range extender on board, which
is actually a large internal combustion
engineconnectedtoagenerator.”

This produces energy that charges the
batteries during flight. The longest
flight to date has lasted 15 minutes,
which will be greatly increased if the
new range extender performs as
expected,headds.

Test flightshavebeentakingplace ina
field in north-eastern Hungary close to
the border with Slovakia. Flight is lim-
ited to the field’s perimeter, however,

becausetheFlikedoesnothaveapermit
togobeyondit.

One means of getting one would be for
the European Aviation Safety Agency
(Easa) or the US Federal Aviation
Administration (FAA) to certify the air-
craft, although, Mr Kerulo notes, this
wouldbecostlyandtimeconsuming.

Another way would be to obtain
authorisation for private use only. The
Flike is electronically limited to alti-
tudes of just 30m, to prevent it from
straying into restricted airspace. Ger-
man competitors Volocopter have
already received such permission for
their prototype manned flying multi-
copter from the German Ministry of
Transport,MrKerulosays.

ByeGravity has been invited to the
Consumer Electronics Show in Las
Vegas next January and is hoping to
demonstrate theprototypepublicly.

Mr Kerulo admits public acceptance
will be an issue but notes there was also
fear and scepticism around cars when
they first appeared on the roads — the
first automobiles had to have someone
run in front of them waving a red flag to
warneveryoneacarwascoming.

He sees the first flying bikes being
usedinuninhabitedareas.

“I thinkthis technologywill creep into
cities in the next 20 or 30 years but I
foresee that it will take another 40 to 50
years for it tobecomeascommonascars
arenow,”hesays.

Flyingmotorbike concept takes off
HungaryThe ‘tricopter’
will fly one person for
an hour at up to 100kph
and cost €100,000,
writesAdamEaston

Riding high:
the Flike will fly
at a altitude of
up to 30m

Watching a documentary about deaf and blind people in 2013 made
Zeljko Khermayer realise how lonely and isolated their lives could be.
Often this was because equipment that could help them communicate
was too expensive. “I felt called to do something about that,” the 42-
year-old Slovenian computer scientist says.

It led him to create Feelif, a low-cost app that helps visually
impaired people read and write using smartphones and tablets.

“Feelif enables [users] to feel shapes on standard touchscreens.
A combination of vibrations and voice adds to the experience. With
Feelif you can read, listen to and create content,” Mr Khermayer says.

Trials with visually impaired people in Slovenia have proved highly
successful, and the next step will be commercial development.

“Our biggest challenge is to get Feelif to market as soon as possible.
To do that we need to cope with multidisciplinary challenges, from
finance to research and development to marketing,” Mr Khermayer
says. “Blind users who have tested the product have [big]
expectations for Feelif: I want to exceed these.”

Building the company, Mr Khermayer says he has been forced to re-
evaluate his previous focus on
technical knowledge.

“Technical skills can be learned:
we teach new [recruits], but
honesty, diligence and
responsibility must be possessed

by a person before a new colleague joins us,” he says.
While trusting his own judgment on hard skills, Mr Khermayer

invites staff input on new recruits. “I can sense a good developer. My
colleagues have good sense of personality, so they advise me on that.
We all decide together if a new employee fits into our team,” he says.
“It is not up to me.”

Zeljko Khermayer Feelif

Streets clogged with traffic, cancelled trains and crumbling
infrastructure are part of urban commuters’ daily struggle.

But for Martynas Gudonavicius, sclerotic transport systems have
been a business opportunity — indeed, the more chaos, the merrier.

The proudly patriotic, London-based Lithuanian co-founded Trafi,
an app that helps frustrated crosstown travellers plan their journeys
and avoid traffic.

“Our combination of scientific algorithms, real-time processing of
traffic situations and crowdsourced reports allows us to predict
journey durations and arrival times 200 per cent more accurately than
our competitors and local transit authorities,” Mr Gudonavicius says.

After gaining an MA in business from Kaunus University of
Technology in 2011, Mr Gudonavicius moved to London to work with
InMobi, the mobile media company. He went on to launch Trafi in early
2013 in Lithuania and neighbouring Baltic states, and soon extended
the service into Turkey and Brazil, where it was one of the official apps
of the Rio Olympics.

The app launched in the United States in August, and is also
available in India, Indonesia, Russia and Taiwan. Thailand, Vietnam,

Mexico and the Philippines are
next in the company’s sights,
according to Mr Gudonavicius.

“These are very large, growing
markets, where public transport is

a very big problem. Their cities are chaotic, lots of traffic jams, lots of
unpredictability,” he says.

Trafi raised $6.5m in funding for expansion in May from venture
capital investors led by Octopus Investments and signed a
partnership deal with Uber, the car-hailing app, in September.

Profiles by Kester Eddy

Kaspar Korjus runs a start-up with a difference: it is state owned.
“I run the coolest government start-up in the world: e-residency,”
he says.

The 28-year-old Estonian has headed his country’s novel virtual
residency project since its inception just over two years ago. It allows
anyone in the world to create a secure, government-issued digital

identity allowing them to register a
company online, perform e-
banking transactions, make
international payments, declare
taxes online and sign documents

digitally. Mr Korjus’s goal is to create 10m Estonian e-residents by
2025 — ten times the country’s natural population.

Almost two years on there are some 14,000 e-residents in total, led
by Finns, at just under 2,500, followed by Russians, at 1,200.
Applications from Brits have increased sharply following the UK vote
to leave the EU.

Mr Korjus himself has links to the UK: after a first degree in business
and management at Bradford University, he stayed on in England for a
masters degree in e-business and innovation at the University of
Lancaster.

“At Lancaster . . . all day long we just built start-ups, from idea
creation to building and fundraising. This experience is now [being]
utilised for the Estonian government. My UK education is the reason I
am good at it,” he says.

He admits that even in Estonia, famed for its readiness to adopt
new technology, government departments can still be reluctant to
embrace start-up culture. It is possible to be agile and entrepreneurial
within government, he says, but there need to be “vision, political
support, a dedicated team and a great idea”.

Kaspar Korjus Enterprise Estonia Martynas Gudonavicius Trafi

‘Mankind is
actually
expecting
something
like this to
happen’

‘[Poles] used to be the guys
that physically built things.
Nowwe are becoming the
guys that think things up’

‘Blind users have
big expectations’

‘I run the coolest
government start-up’

‘We predict journey
timesmore accurately’

Challengers for 2016
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The 2016 New Europe 100 is the third annual list
of central and eastern Europe’s brightest and
best people — plus the organisations who are
changing the region’s societies, politics or
business environments and displaying
innovation, entrepreneurialism and fresh
approaches to prevailing problems. The aim is to
raise the profile of world-leading changemakers
in emerging Europe and to build connections
among those in the vanguard.

The challengers were selected by Res Publica,
the Warsaw-based journal; Google; the state-
supported Visegrad Fund promoting integration
within central Europe; and the Financial Times.
Representatives from these bodies analysed

nominations from national institutions, think
tanks and the public before selecting a final list of
100 split into the four categories below.
For the complete list and a description of their

achievements visit ne100.org.
Join the debate #ne100 and @neweurope100

Society and Politics
29 challengers
Europe’s migrant crisis, which has involved 1m
migrants crossing through eastern Europe, has
caused social and political and social turbulence
in the region. Many government officials and
social activists have seized the moment to push
new initiatives. Officials in Armenia, Estonia and

Romania are cutting red tape with e-government
programmes, and a Hungarian entrepreneur has
set up free online education courses for refugees,
while a Polish-Romanian group of ethical hackers
is working to protect systems from online threat.

Business
54 challengers
As central and eastern Europe recasts itself as a
region for technology and innovation rather than
manufacturing and primary industry, young
entrepreneurs are tapping strong economic
growth in their countries and attracting foreign
investment. New businesses include self-driving
car software developed in Hungary, the world’s

first drone consultancy, based in Warsaw, a
Romanian levitating hoverboard and an array of
fintech start-ups changing the way consumers
manage their money.

Media and Culture
7 challengers
Independent news websites, investigative
journalism portals and community magazines
have risen in prominence in recent years as the
media environment turns more restrictive and
mainstream channels are divided between state-
controlled groups or wealthy oligarchs. Others
are exploring virtual reality applications or new
architectural approaches. In Prague, the Václav

Havel Library commemorates one of the region’s
most celebrated sons.

Science
10 challengers
An ‘iKnife’ scalpel that can tell surgeons if tissue
is cancerous and a low-cost procedure for rapidly
determining blood types are among inventions by
scientists in central and eastern Europe. Tapping
a large population of graduates and engineers
from the region’s many universities, this year’s list
features a number of satellite and space
technology companies, alongside a Polish T-shirt
with a built in ECG scanner to measure heart
abnormality.

Changemakers seize their moment in turbulent times

Central and Eastern Europe in numbers

FT graphic: Valentina Romei and Chris Campbell   Sources: World Bank; Consensus Economics; Unctad
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Andthentherewere300.Three
successiveyearsofsearching, selecting
andhonouring100outstanding
innovators,entrepreneursand
changemakers incentralandeastern
Europeeachyearhascreatedasmall
butdynamiccommunityofpeoplewho
areshapingtheregion’s future.

TheNewEurope100listhas included
headsofstate, self-mademillionaires,
socialactivistsandgroundbreaking
scientists, the inventorofa flyingcar
andascientistwithanasteroidnamed
afterher.FromEstoniatoBulgaria, the
CzechRepublic toUkraine, the
innovatorscomefromdiverse
backgroundsbutsharemuchin
common.Butwhois thearchetypal
NewEurope100challenger?

Makingregionalgeneralisations isa
particularlysensitive issue incentral
Europe—acollectionof individual
countriesoftenshoehornedinto
sweepingstatements.Butarmedwitha
spreadsheetandtheresponses toa
surveysent tothe100challengers, I
wenttowork.

Theresultsare fascinating.
Challengersareonaverageyoung, they
are—onthewhole—choosingtoremain
incentralEurope, theytravelwidely
across theregionandspeakmultiple
languages.Also, theyrelymoreon
informalcontacts forsupport thantheir
nationalauthorities,andare
unconvincedthatgovernment is
actuallymakingtheir lifeasan
entrepreneureasier.

Inaregionwheretheyoungtendto
leadchanges inbusinessandsociety, it is
notsurprisingthatourchallengershave
ameanageof36—so,onaverage, they
werenineyearsoldwhentheBerlin
Wall fellandtheregionbeganits
transitiontodemocracy.Alittleover
three-quartersaremen.

Polandhasproducedthe largest
number,with77of the300challengers
identifiedoverthreeyears.The largest
economyintheregion,withthesecond-
largestpopulation, it is traditionally
seenasthe linchpinofcentralEurope,
not least inpolitical terms. Itsoutsized
sliceofEUstructural fundshasalso

helpedunderpinagrowingeconomy,
andcontinuestomakeWarsawthe
region’shubforraising finance.

Therestof theVisegradGroup—
Hungary,SlovakiaandCzechRepublic
—also featurestrongly,with107
challengersbetweenthem.While
Budapesthassought toclaimthetitleof
theregion’smost innovativecapital,
governmentprogrammesinPragueand
Bratislavahaveensuredstart-upsand
entrepreneursarepriority issues.

Furthernorth, intheBalticstates,
Latvia,LithuaniaandEstoniahave
punchedabovetheirweight,
underliningtheirstatusasamong
Europe’smostdynamiccountries for
entrepreneurs.Althoughtheyhavea
combinedpopulation justone-sixthof
Poland’s, thethreehaveproduced
36challengers,ornearlyhalf the
numbercontributedbytheirneighbour.

Diggingdeeper,oursurveyshows
thataround90percentofchallengers
still live intheregion,disputingthe
notionthatcentralandeasternEurope
suffers fromanexodusof itsbrightest
andbest.Forthosewhohavemoved
away,SanFranciscoandLondonare
preferreddestinations.

Three-quartersofrespondentssaid
theytravelledtoothercities inthe
regionat leastonceamonth—35per
centvisitedat leastonceafortnight.
Thatchimeswithanecdotalevidence

that thecreationofnationalhubsfor
innovationhashelpedknowledge-
sharingandcollaborationbetweenthe
region’s innovators.Almostaquarter
speakfourormore languages.Nonesaid
theyspokeonlytheirnativetongue.

Perhapsmoststrikingly,our
challengersechoedanargument
heardregularly fromentrepreneursat
post-conferencedrinksandinformal
lunches.Only54percentsaidthey
thoughttheirnationalgovernment
madelifeeasier for them—withthe
balancesayingtheythought lawmakers
hinderedinnovation.

Despiteattemptsbyregional
governments toportraythemselvesas
supportersof innovation—through
campaignsandefforts tocutredtape—
criticismofnationalauthorities for
stymieingstart-ups is frequentlyheard
fromWarsawtoBelgrade.

At thesametime,92percentof
respondentssaidtheythoughtthe
EuropeanUnionhelpedinnovation,
suggestingBrussels’ funding
programmesforsmallbusinessesand
itsefforts todeepenthesinglemarket
areworkingwell forentrepreneurs.

Oneareawherealmostallare in
agreement is thepotential for
expandingbeyondtheirhomemarket.
Whenaskedwherehisconceptcould
expandnext, JakubJanFiala,a19-year-
oldCzecheducationalentrepreneur,
replied:“Worldwide,probably.”

“Possiblyeverywhere,”saidMartina
Drahosova,headofbusiness
developmentat ixworx,aSlovakian3D
technologystart-up.

Diversethechallengersmaybe,but
theirambition issharedandglobal.
Thewriter is theFT’s centralEurope
correspondent

Young,multilingual and
frustratedwith government
OPINION

Henry
Foy

Bear market: Anna Skórzyńska is one of 77 Polish challengers recognised

Challengers have amean
age of 36—so, on average,
theywere nine years old
when the BerlinWall fell
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FlorinTalpeswarnsofgrowing
numbersofcyberattacks,describing
malwarethatcantakedatahostageand
transformhomedevices into“zombie
attackers”.

Theprospect is terrifyingfor internet
usersbutbigbusiness forBitdefender,
theRomaniancybersecuritycompany
hefoundedin2001andwhich—aschief
executive—heis leadingtowardsa
stockmarket listing.

“The[listing]processwillmost
probablystartno later thanthe
beginningof thesecondquarterofnext
year,”hesays.

Allegationsofstate-sponsoredcyber
hackingfeaturedprominently intheUS
presidentialelectiondebatesandin
Octoberasignificantdistributeddenial
of service(DDOS)attackonDyn,a
domainregistryservice, rendered
websites includingTwitterunavailable
tosomeusers.

“Wedon’tknowhowmanyof these
attacksarestate-sponsored,wecannot
reallyestimateaccurately,”saysMr
Talpes inaninterviewatBitdefender’s
office inBucharest. “Fiveyearsago, the
capacity forsophisticatedcyberattacks
existed infewerthan10countries.Now
we’retalkingaboutseveraldozen.”

Bitdefender iswellplacedtogain
fromthisrisingthreat.Romania’s
largestdomesticallyownedsoftware
companyemploys1,100peopleand
saysanestimated38percentofglobal
cybersecurityproductsuseBitdefender
software insomeform.Thecompany’s
admirers includeFrenchpresident
FrançoisHollande,whoreportedlyuses
Bitdefenderonthepresidential
computer.

“I’mproudtopromoteBitdefender
abroad,”saysManuelCostescu,whowas
—untilOctober—Romania’s secretary
ofstate for foreign investment.“It’san
impressiveexampleofRomaniancyber
innovation.”

Despitehigh-profiledatabreachesat
largeorganisationssuchastheUS
Democraticparty, smallandmedium-
sizedcompanieswithweakerdefences
arethemostcommontargetsofcyber
attacks.AUKgovernmentstudysaid
one-thirdofsmallBritishbusinesses
experiencedacyberbreachlastyear.

MrTalpeswarnsthat familiesand
smallenterprisesarethe leastprepared
forransomware,cyberattackswhich
blockaccess toacomputersystemuntil
aransomispaid—oftendemandedina
cryptocurrencysuchasbitcoin.

Onereasonhouseholdsareso
vulnerable tocyberattack is the
proliferationofunprotectedsmart
devices inpeople’shomes—theaverage
isbetween15and20,saysMrTalpes.

Bitdefenderoffersconsumersa
securityservicethatprotectsall the
devices inahomenetworkandplansto
launchasimilaroffering forsmall
companies in2017. It isalsoexpanding
itsdatacentreprotectionservices.

Thecompanyhasbecomearole
model for local start-upsandMr
CostescusaysBitdefenderhashelped
nurtureatechcluster inthecityofCluj,
Transylvania.

However,despite talkofabooming
techecosystem,Romania’searly-stage
techcompanies facethesameventure
capital shortagethathasstymiedpeers
elsewhere ineasternEurope.

Thataddstoconcernsthat the
country’s largepoolofsoftware
engineeringtalentmaybedrainedby
multinational IToutsourcingservices,
insteadofproducinganother
Bitdefender.

MostRomanianstart-upsthatshow
promisearestarvedof investmentat
homeandeventuallymove
managementoperationstotheUKorUS
inordertogrow,expertssay.

“It’s stillmuchharderto findventure
capital if staffandoperationsare
100percentbasedinRomania,”says
DragosStanca, founderof ICEEfest,a
techfestival.

MrTalpespoints tosignsof
improvement inthe last fiveyears,with
thearrivalofventurecapital firmslike
3TSCapitalPartners.3TSCapital
Partners,whichoperatesacrosscentral
andeasternEurope,hasaportfolioof
10early-stagecompanies inRomania
alone.Still, there ismuchlessventure
capitalavailable thanintheUSand
westernEurope.

“Therearevery,veryfewexperienced
angel investorswithenoughliquidityto
makeameaningful impactonthe
ecosystemandevenfewer institutional
investorswhocanwritechequesof
morethan$1m,”saysEmiGal, the

US-basedRomanianchiefexecutiveof
TeadsStudio,avideoadvertising
enrichmentplatform.

ButBitdefenderoffersamodelofa
homegrowntechcompanythatcan
employhundredsprogrammers in
Romaniawithoutshiftingcore
managementoperationsabroad.

MrTalpesremainscoyaboutsome
detailsofhiscompany’s IPO,but
Romania’s start-upfounderswillhope
thatBitdefender’s listingmightgive its
founderabiggerroleasapotential
investor inhomegrownbusinesses.

Romanian pioneer
moves to cash in
on cyber threats
Interview Florin Talpes

The founder of Bitdefender
tells Andrew Byrne that
families and small businesses
need protection, too

When Poland’s ministry of defence
scrapped a $3.5bn helicopter deal with
Airbus earlier this year, it shook the
French company, angered the country’s
opposition and caused a small diplo-
maticwarbetweenParisandWarsaw.

A few days later, however, when
Poland’s prime minister and defence
minister headed to Mielec, a small town
in southern Poland, they were wel-
comedbyacheeringcrowd.

“The Polish government is strong-
minded about purchasing equipment
for the Polish army from Polish facto-
ries,” Prime Minister Beata Szydlo told
workersat the localaviationfactory.

“International investors helped
develop this Polish company and now
we can say that this factory is the pride
ofPoland.”

The PZL Mielec factory, owned by
Lockheed Martin, produces Black
Hawk military helicopters. The Polish
government is expected to buy these
domestically made aircraft instead of

Airbus’s French-made Caracal helicop-
ters.

The case shows how Poland’s Law and
Justicepartygovernmentvalues theavi-
ation industry, which is located in the
Podkarpacie region in the south-east of
the country. Ms Szydlo and various of
her ministries often describe it as a role
model forother industrialclusters.

The aviation industry in the region,
squeezed between Ukraine and Slova-
kia, has never been an obvious success.
In the 1990s, the early years of Poland’s
economic transformation, the area’s
unemployment and poverty rates were
among the highest in the country. Inter-
national investors found it of no interest
and it was associated mainly with the
wolves and forests of the surrounding
Bieszczadymountains.

Yet the aviation tradition there
stretches back to the interwar period.
Factories located in Rzeszow, the big-
gest city of the region, and in nearby
towns, grew during the communist era
producing parts for the manufacturing
network of the Soviet bloc’s Warsaw
Pactmilitaryalliance.

Those state-owned plants went
through a painful privatisation proc-
esses at the beginning of the 1990s,
as Poland became a capitalist democ-
racy. Investors from abroad slowly
arrived, attracted by a cheap supply of
labour and an array of small companies

engaged in the aviation business.
In 2003, Marek Darecki, head of WSK

Rzeszów,nowownedbyUSengineman-
ufacturer Pratt & Whitney, decided to
set up an association of aviation facto-
ries in the region and styled it Aviation
Valley. It started with 18 members,
mostly Polish manufacturers from
nearbytowns.

Today the body’s membership stands
at 128, made up of 100 manufacturers
and other business associations and
educational institutions. Nine new
plantsareunderconstruction.

Employment in the sector has grown
from 9,000 to 24,000 over the past 13
years and the annual value of exports
has risen from $250m to $2bn. Some
90 per cent of Poland’s aviation industry
isconcentrated intheregion.

International companies continue to
invest in Aviation Valley. Safran, a
French company that produces aviation
engine parts in one factory, will open
another one together with Rolls-Royce
in2017.

Mr Darecki argues this expansion is
“physical proof” of how economically
viable the area is becoming. “If a com-
pany came here, invested, built one fac-
tory and now it is building another one,
itmeans itworks,”hesays.

There are 14 large international com-
panies in the Valley, including Pratt
Whitney, MTU Aero Engines, the

German aircraft engine manufacturer,
and Safran, as well as about 20 medium-
size companies. The rest are small fam-
ily businesses, many of which started
out a half century or so ago as locksmith
workshops but which have moved into
producingcomplexparts for industry.

These smaller companies comprise a
robust supply chain for the region.
“The co-operation within Aviation Val-
ley gives us a natural structure of local
suppliers,” says Janusz Zakrecki, presi-
dent of PZL Mielec. “This is what
attractsnewinvestors.”

The bigger factories tend to produce
parts that are shipped elsewhere for
assembly but, Mr Darecki says, the area

is ready to reposition itself. He would
like to see the region not only manufac-
turebutalsodesigncomponents.

“This is the moment when Rzeszow
should stop playing the cheap labour
force card,” argues Lukasz Wasikiewicz,
a senior manager at professional serv-
ices company PwC in Poland. He would
like to see Aviation Valley move up the
value chain and emphasise its expertise.

Corporations in theValleyhavebegun
investing in research and development.
Projects are often co-financed by
Poland’s National Research and Devel-
opment Centre. Smaller companies in
the region can get up to 80 per cent of
R&D financed under the 500m zloty
(€115m)Innolot fundingprogramme.

Mr Zakrecki says PZL Mielec is work-
ing on five innovative projects — for
example 3D printing — together with a
number of smaller, family-owned com-
panies that would otherwise have strug-
gledtogetaccess tothis technology.

Eventually the Valley’s companies
would like to create an integrated net-
work of start-ups, drawing from clusters
in the aviation and IT sectors, which are
bothpresent intheregion.

“We dream of building a start-up soci-
ety in Aviation Valley,” Mr Darecki
explains. “We are staring with amaze-
ment at Elon Musk, Tesla pro-
ducer . . . He is the biggest inspiration
forus.”

Aviation Valley becomes an engine of growth for Poland
Technology

Industry in the Podkarpacie
region of south-east Poland
savours the novel taste of
success, writes Zosia Wasik

A ndy Vajna, one of Hun-
gary’s most prominent
media tycoons, started his
professional life as a wig-
maker in Hollywood,

where frustration with the poor quality
hairpieces available gave him his first
bigbusiness idea.

“I invented a new wig. I went to Hong
Kong to get it made and then imported
into the US,” he says. “Within a few
years, the company was the biggest wig-
maker in the world with imports worth
hundredsofmillionsofdollars.”

Mr Vajna sold the wig company
within a few years and returned to Hol-
lywood, where he won fame as a pro-
duceron1990shits suchasDieHardwith
aVengeanceandEvita.

When later productions failed to
match his earlier successes, Mr Vajna
returned to his native Hungary to shake
up that country’s film industry — intro-
ducing new models of concept develop-
ment, film funding and the latest high-
techsoundfacilities.

In 2011 he was appointed government
film commissioner by the prime minis-
ter, Viktor Orban. Since then, the 72-
year-old producer has more than dou-
bled the value of film productions in
Hungary and supported indigenous

films that have won global acclaim,
most notably the 2015 Oscar-winning
holocaust filmSonofSaul.

Despite his success, Budapest’s film
elite were initially sceptical of his
appointment, he says. “Clearly they saw
me as an outsider. The approach for the
first few years was: ‘Who is this guy? He
knows nothing about European culture,
he knows nothing about Hungarian
film.’ Now it has turned around, from
‘Where did this guy come from?’ to
‘Whatwillwedoifhe leaves?’”

As a senior government official with
wide-ranging powers over film subsidy
and funding schemes, Mr Vajna has pro-
moted Hungary as one of Europe’s fast-
est growing film locations. Under his
watch, total filmproductionspending in
Hungary has risen from $144m in 2012

to $260m in 2015. According to the
European Audiovisual Observatory’s
2015 report, film production in Hun-
gary accounted for 0.15 per cent of gross
domestic product — the highest propor-
tion inEurope.

At the same time, Mr Vajna owns the
pro-government television station TV2
and holds licences to operate all of
Budapest’scasinos.

Mr Vajna’s political ties and his posi-
tion as a government official with sub-
stantial private business interests have
attracted some criticism, particularly

when he acquired commercial station
TV2 in a deal partly financed by a
former state-owned lender. He dis-
misses this as a form of post-communist
envy: “It’s about throwing stones. Eve-
ryone is jealous; everyone has an axe to
grind.”

Much of Hungary’s film success
comes down to generous tax incentives
— it is one of the most competitive coun-
tries in what the European Commission
describes as a ‘subsidy race’ to attract
mainlyUSbigbudget filmproductions.

Estonia, the Czech Republic, the UK
and Ireland also offer producers gener-
ous tax rebates, ranging from 20-30 per
cent of eligible expenditure. Films pro-
duced in Hungary can obtain a 25 per
cent rebate of their direct expenditure
in the country. The scheme is adminis-
tered by Hungary’s national film fund
and runs until the end of 2019. It has a
budgetof€402m.

Such incentives are just one of Hun-
gary’s attractions, however, including
low costs, attractive locations and
highly skilled crews, that have made it
one of the most successful countries in
Europeat luringbigproductions.

Investment in technical facilities is
part of the story. While many produc-
tions exploit Budapest’s Belle Époque
architecture to evoke European street-
scapes, science-fiction films such as the
BladeRunner sequel have been drawn to
the Hungarian capital by high-tech
facilitiesbuiltoverthepasteightyears.

“I think we have the best sound stages
in the world,” says Mr Vajna. “The facili-
ties are better than in Hollywood or
Shepperton [in the UK] or anywhere
else.Thatgivesusanadvantage.”

The wigmaker who brought
Hollywood to Hungary
Film industryGenerous
tax breaks, scenic
locations and high-
quality sound stages
attract US film crews,
writesAndrew Byrne

Florin Talpes plans an IPO in 2017

Recent big productions filmed in
Hungary include parts ofMarco Polo, a
$90m dramatic series produced in 2015
for Netflix, and the $75m production of
Inferno, the third instalment in Ron
Howard’s movie adaptations of Dan
Brown’snovels, starringTomHanks.

Critics argue that lavishing generous
tax incentives on big-budget US produc-
tions deepens the divide between
Europe’s fragmented film industry and
Hollywood’s larger, more integrated
productionanddistribution industry.

A 2014 EU report said that, while sub-
sidies can have indirect benefits, these
“do not necessarily enhance the long-
term development of the industry”.
They often help US production budgets
at the expense of smaller, indigenous
filmmakers. For these reasons, EU rules
limit state aid to 50 per cent of the full
productionbudget.

Still,Hungary’s filmboomhascreated
employment, investment and valuable
exposure for Budapest as a film loca-
tion. Mr Vajna points to a record
number of international prizes for Hun-
garian-made films in 2015 as evidence
that both domestic and foreign-fi-
nancedfilmsaredoingwell.

He has ambitions to produce more
films of his own, and intends to expand
his media portfolio as Hungary’s politi-
cised media market undergoes a reor-
ganisation, which has sparked interna-
tional fears of a decline in media
freedom.

The septuagenarian shows no signs of
slowingdown.

“There’s all kinds of investment in the
entertainment world I want to play
with,”hesays.

‘Clearly, they sawme as an
outsider. The approach
was: “Who is this guy?”’

Setting the scene: Budapest was one of the main filming locations for Inferno, starring Tom Hanks—Courtesy of Columbia Pictures

‘There are very few
investors who canwrite
cheques ofmore than $1m’
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