/ « 1l ’ |\ _ ‘r‘: r‘ [ | \
IEE R R

© Concourse A A\
s> QOO Terminal
sawans Q@ Lugga%a Claim

=» © Hotel

\.

Opening Acceleration
across Europe

WHITE PAPER ON THE
CONNECTION OF STARTUPS
WITH INDUSTRY







ABOUT
OPENAXEL

Launched in October 2013 and funded
within the Seventh Framework Programme
of the European Union, OPENAXEL (www.
OPENAXEL.com) is a 30-month project
involving 8 partners (leading accelerators,
institutional entities, and specialized inno-
vation consulting firms) from 6 European
countries and with wide international expo-
sure.

OPENAXEL intends to open the entrepre-

neurial ecosystem in Europe by identifying

the key stakeholders of the acceleration and
the ICT industries and fostering coordinated

involvement and smart cooperation among

them. With this White Paper, OPENAXEL

partners wish to contribute to the lively

debate on how to shorten the gap between
established corporations and innovative
digital startups. Leveraging on the Europe-
an-wide network of accelerators built during
the project, the analysis has been focussed
on the role of business accelerators in facili-

tating these collaboration initiatives.
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HOW CORPORATIONS ENGAGE
WITH STARTUPS?

Corporate - startup engagement (CSE) has
been a subject of discussion concerning
innovation strategies for a long time, but in
the last three years it has achieved a cen-
tral role in the debate in Europe as ongoing
digital transformation impacts daily not only
tech-related sectors, but also traditional
industries like banking, logistics, wellness or
manufacturing.

More than half of the world's 500 biggest
public companies work with startups. Interac-
tions between startups and corporations are
becoming increasingly popular and Europe is
in the forefront of corporate startup engage-
ment (CSE). Out of the five countries with the

highest number of big companies involved in

CSE, four are located in Europe (France, Ger-

many, Switzerland, and the United Kingdom)'.

OPENAXEL conducted field research
through in-person interviews with corporate
and acceleration managers, and via two
surveys, the first sent to selected corpora-
tions and the second addressed to European
accelerators?.

The first part of the OPENAXEL White
Paper examines at what stage European
companies are with embracing open innova-
tion and what actions they undertake when
pursuing CSE. The driving questions are:
® Are European corporations conscious of

open innovation patterns and methodol-

ogies?

"How do the World's Biggest Companies Deal with the Startup Revolution?”, 500 Startups & Insead, February 2016
2 In both cases it was sent to around 60 entities with 50% response rate.
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® How far have they progressed today in
implementing open innovation practices?
® What are their short and medium-term
plans to improve collaboration with inno-
vative startups?
In light of the survey findings, almost
all (97%) the European corporations have
carefully analysed their needs for open
innovation, though implementations are still
on their way. Current CSE actions are about
improving internal processes such as sim-
plification or fast track procurement (54%),
whereas the focus in future actions will be
principally in making profound transforma-
tions of company culture towards becoming

more entrepreneurial (30%).

Cooperation between startups and corporations in Europe
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"WHAT INTERESTS US IS
INNOVATION AND DISRUPTIVE
IDEAS IN MULTIPLE SECTORS,
BE IT INTERNET OF THINGS
OR FINTECH.”

— Ines Oliveira Ribeiro, global portfo-
lio manager at Wayra




Too many respondents admitted that
they have started CSE without attentive
strategic planning of performance indicators
(57%), and without the involvement of their
leaders (46%). For almost half (48%) of Eu-
ropean corporations, CSE still appears to be
a quick-fix of innovation needs, rather than a
long-term solution to strategy problems.

Despite the hurdles, there is a number of
clear benefits for both sides. For startups:

gaining credible partners, access to distri-

Cultural goals

Financial Branding
goals N [goals
CSR ) Innovation
goals goals
Expansion
goals

Figure 1 Corporations’ motivations to work
with startups

3 Guidelines prepared by Nesta.
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bution channels and know-how, access to
networking and manufacturers.

According to the OpenAxel Study, the
drivers identified -as very important or
important- for corporate involvement in
collaborating with startups are: help with
solving technological and business prob-
lems (83%), rejuvenating company culture
(76%), entering new markets (66%). On the
other hand, financial returns, branding goals
and Corporate Social Responsibility proved
to be less significant as drivers for corporate
involvement in collaboration with startups.

In order to implement CSE, companies
should focus on®: defining internal needs
and objectives, selecting programs to meet

these objectives, securing a board-level

sponsorship, developing KPIs and con-

firming them at a board-level, assigning an
internal representative responsible for start-
up engagement, creating a publicly visible
single access point for startups, simplifying
process for startups interested in working
with a company.

Additionally, OpenAxel White Paper want-
ed to show to what degree these guidelines
have already been introduced by European
corporations, revealing that most of the
companies stated that they already carefully
defined internal needs and objectives for
CSE (76% of the respondents). When added
to the 17% of those who plan to do it soon, it
means that 93% of respondents are con-

scious of the open innovation phenomenon

Cooperation between startups and corporations in Europe



"WE DEVELOPED A PROCESS TO
WHICH WE CAN DO THINGS FIVE
TIMES CHEAPER AND THREE
TIMES FASTER THAN THROUGH
TRADITIONAL ROUTE.”

— Magdalena Kron, head of Rise London
and vice president of Open Innovation
at Barclays

Cooperation between startups and corporations in Europe




"WE PROVIDE OPPORTUNITIES
TO VALIDATE STARUPS VALUE
PROPOSITION THROUGH PILOT
PROJECTS WITH REAL
CUSTOMERS AND REAL DATA
AND OPENING OUR MARKET TO
THEM, MORE THAN 12 MILLION
CUSTOMERS”

— says Javier Garrido, member of the
Innovation and Technology Unit at ENDESA

Cooperation between startups and corporations in Europe




and intend to look into it. Many have also
carefully selected programs towards these
objectives (86% of the respondents).

Big sums spent by corporations on
startups such as Whatsapp, a 6-year old
messaging platform, bought by Facebook in
2014 for approximately € 19.7bn or Tumbler,
a microblogging platform founded in 2007,
acquired by Yahoo in 2012 for almost €
1bn, make news headlines and appeal to a
wider audience. Especially, as such acquisi-
tions can be seen as the most direct way of
cooperation in which motivations of both,
startups and corporate players are clear.
Corporations gain new promising technol-
ogies, startup owners are enumerated for it,
receiving big financial gains quicker than if
running a company independently.

However, forms of CSE are much more

complex than just corporate giants “swal-

Defining internal needs and objectives

Allocated an internal responsible
for startup engagement

Selected the programmes that can deliver
towardsthose objectives

Simplify processes for startups

Scouted internationally for startups

Created a publicly visible, single access point
for startups

Secured board-level sponsorship

Developed clear KPI's

M Ongoing [ Plan to do

0%

20%

40%

©60%

Stopped M Not doing

-

80%

100%

Figure 2 Steps most often utilised by European companies in order to introduce their

collaboration with startups

and a taxonomy introduced by Insead and
500 Startups, we found that CSE-related

activities in which European corporations

lowing” young innovative companies. Each risk and spending prone (but also expecting

form of cooperation with startups demands quick results) than it is often said.
OPENAXEL checked which tools of scout-

ing and initial engagement of startups are

a different level of engagement, cost, length

and risk. Based on the OPENAXEL survey declare to be engaged, make them more at

Cooperation between startups and corporations in Europe 9
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the most popular among European corpo-
rations, and they proved to be ie. one-off
events (69% of the survey respondents
engaged in this activity), sharing resources
-eg. office space or business services-
(64% respondents), partnerships with
external accelerators and incubators (68%
respondents), corporate accelerators and
incubators (48% respondents), and invest-
ments and acquisitions (45% respondents).
Tools such as CVCs and using services of
scouting and consulting firms proved to be
the most underutilised with 42% and 34%
of respondents respectively, stating that they
did not consider such forms of cooperation.
As to future plans, corporations intend to
invest on innovation from within based on
encouraging their employees to be more
entrepreneurial (39% of respondents) or
identifying champions of innovation with-
in their companies (36% of respondents).
Other ways of supporting CSE that appear
in future plans are: reducing payment terms
for startup procurement (25%), adopting

fast track procurement procedures for start-

10

Business Plan
Competition/Hackathons

Partnerships with external
accelerators/incubator

Corporate Accelerator/Incubator

Corporate Venture Capital

Scouting/Consultancy firms

0%
M Ongoing
Figure 3 Ways of searching for startups

ups (21%), and setting up specific funds for
pilots with startups (21%).

Overall, while in the past CSE actions have
been dedicated to improving internal pro-

cesses to facilitate collaboration with start-

Plan to do

20% 40% 60% 80% 100%

Stopped M Not doing

ups (54%), in the future the major increase
will concern activities regarding a change of
company culture towards a more entrepre-
neurial attitude and a better understanding of

startup innovation techniques (30%).

Cooperation between startups and corporations in Europe



ACCELERATORS: A RECIPE
FOR SUCCESSFUL CSE?

As a second point, this study examines the
role of business accelerators in closing the
gap between these two worlds. While cor-
porate accelerators are often conceived to
achieve these goals, they are not alone. This
analysis attempts to establish guidelines in
order to identify accelerators more apt in
embracing startup-corporate collaboration
as a core component of their mission:
® How do these accelerators operate?
® How many corporations do they manage
to reach?
® What are the motivations behind these
accelerators?
The turn of the century saw an emer-

gence of accelerators, with the first one

- YCombinator being established in 2005
in Cambridge, Massachusetts (before mov-
ing to Silicon Valley in 2009). Just ten years
later there were around 300 entities of that
kind globally and in Europe alone, more
than 130 of them?.

Accelerators’ growth to prominence may
be attributed to two factors: highly visible
results - most accelerators have entrepre-
neurs publish information on investments
secured for startups enrolled in their pro-
gramme, with leaders such as Techstars, an
American accelerator (with local branches
in countries such as the UK and Israel)
boasting over $2Bn secured for companies

accepted to its programs- and momen-

Cooperation between startups and corporations in Europe

tum as an increasing number of people

are seeking to launch their companies as
confirmed by data collected by the Global
Entrepreneurship Monitor.

While accelerators are not faultless, they
can significantly support CSE, by creating
vertical and sectorial startup markets that
are transparent to the industry, and are a
one-stop shop for big corporations and for
startups. Their main role is to scale up small
and innovative companies.

Accelerators vary significantly. They differ
in the type of sector or industry in which
they might focus (generalist vs verticalized)
and the phase of development of targeted
startups (pre-seed, seed, early stage). There

4 Based on OpenAxel map www.openaxel.com/search/
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"OUR ROLE AS AN ACCELERATOR
IS TO CONNECT STARTUPS

WITH THE MOST APPLICABLE
EXPERTS IN THEIR FIELD THROUGH
A SERIES OF CAREFULLY
ORGANIZED EVENTS, AND FROM
THESE CONVERSATIONS INITIAL
RELATIONSHIPS DEVELOP INTO
DEEP CONNECTIONS AND OFTEN
TIMES LONG TERM MENTORS.”

— Andy Shannon, head
of Startupbootcamp Global

Cooperation between startups and corporations in Europe
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are two other axes on which motivations of

accelerators can be mapped: the source of
funding, and intrinsic goals. While sources
of funding matter because they determine
the stakeholder to whom the management
team responds, the correlation between pri-
mary sources of funding and intrinsic goals
of an accelerator is only a loose one.

When analysing different options for
accelerators, a startup should look at both
their motivations and their sources of fund-
ing to correctly set expectations about the
kind of support they will receive, during and

after the programme.

Where sources of funding are concerned,
publicly funded accelerators tend to focus
more on economic and cultural develop-
ment, most often without clear performance
indicators, whereas privately funded ini-
tiatives typically maximise the return on
investment for their stakeholders. However,
many special cases exist, like business
consultancy firms and corporate accelera-
tors. Furthermore, the vast majority (92%)
of OPENAXEL research participants have
hybrid funding schemes.

Along the dimension of intrinsic goals,

for-profit accelerators maximise their profit,

Cooperation between startups and corporations in Europe

either in terms of equity value and exits, or
in terms of fees they apply to their custom-
ers (e.g. when consultancy firms run accel-
erators for third parties). Open-innovation
driven accelerators focus on fostering open
innovation in corporations or public admin-
istrations, which are typically either among
their financiers, or sponsors and custom-
ers - and this narrows the scope of open
innovation actions to those few entities.
Ecosystem builders have more of a cultural
focus, and try to maximise interconnections
between all actors - which sometimes
comes at detriment of clear performance
indicators.

This research aims to establish the main
characteristics of European accelerators.
According to the findings, almost 60% of
European accelerators are still horizontal,
and have programmes that last between 3
to 6 months, followed by programmes that
last up to 3 months (21%) and programmes
that last longer than 6 months (13%). Com-

mon features of accelerators programmes

13




"FOR USIT IS NOT JUST ABOUT
CHASING AN INVESTOR ON

ONE BIG DAY, BUT ABOUT
CRAFTING RELATIONSHIPS WITH

CORPORATIONS BUILT OVER TIME”

— Augusto Coppola, director
at Luiss EnLabs

Cooperation between startups and corporations in Europe




are: offering upfront investment in exchange  in cohorts, the focus of programmes is on The most popular primary sources of

for equity, time-limited support, startups small teams rather than just founders, and accelerator funding are: venture capital/
are selected via a competitive application they conduct periodic graduation in the business angels or public listing (32%),
process and are accepted into programmes  form of Demo Day or Investor Day. government grants (27%) and corporations

(27%). Other primary sources of funding
included own funds of accelerator founders
(9%), and their own operations (5%)
- including tuitions, fees, office space rent-
For-profit als, and event tickets -. However almost
all accelerators (92%) have more than
one source of funding. Among the most
popular secondary sources of funding are:
Open-innovation corporations (61%), government grants
(28%), own funds of accelerator founders
(23%), and office space rental (17%). Other,
less popular, secondary sources of funding
33% include payment events, university grants,
Ecosystem 89% :
and consulting fees from startups.

22% Accelerators tend to actively work with

corporates. Almost all of our respondents
0% 20% 40% 60% 80% 100%
work with corporate entities, with 47%

M Operations Investors .

Corporate B Government declaring that they have between 1and 10
B Management team’s own funds corporate partners in their close network,
Figure 4 Sources of funding used by type of accelerator 30% declaring they have between 11 and

Cooperation between startups and corporations in Europe 15



50 corporate partners and 23% stating
that their network exceeds 50 companies.

The majority of accelerators (77%) stat-
ed that they frequently support matchmak-
ing between startups and corporate enti-
ties. They do so first and foremost through
tailored introductions to either their own
network, mentors or investors (84% of
respondents). Networking occasions where
corporations attend, like demo days, are
second with 63% of respondents. Less
popular support activities include: open
innovation workshops (16%), idea contests
(16%), office hours for startups (5%) and
joint calls between startups and corpora-
tions (5%).

As this study revealed, an overwhelming
majority of accelerators do a poor job in
measuring the impact of their activities.
When asked about the total revenue of
startups that graduated from their pro-
grammes, a staggering 88% of respond-
ents said that they either do not know or

that the question is not-applicable to them

80%

60%

40%

20%

M Other 1 Office hours ' Tailored intros
B Open innovations workshops
M |deas contests ! Demo days

Figure 5 Accelerators’ matchmaking
support between corporations
and startups

(8% declared revenues of over € 1 million,
but below € 10 million, 4% - over € 10
million). When asked about the job creation
results, 54% of respondents were unable
to answer that question (17% declared that

their alumni created over 500 jobs, 17% -

between 100 and 500 jobs, 12%
- up to 100 jobs).

When asked about the number of suc-
cessful matches between startups and
corporations, 58% were able to answer, and
reported an average number of 33 suc-
cessful matches (from a minimum of 2 to a
maximum of 127), referred to the whole life
of the accelerator.

Critics point to a number of drawbacks in
the accelerator model such as market over-
saturation, need to give up equity by a startup,
ill-conceived mentorship, and lack of trans-
parency regarding results of acceleration.

Whilst accelerators recently appear to be
one of the most popular external entities
through which corporate players engage
with startups, it must be noted that it is not
the only one. Among institutions directly or
indirectly supporting collaborations be-
tween established companies and startups
are: co-working spaces, community spac-
es, science parks and recently also virtual

accelerators.

Cooperation between startups and corporations in Europe



THIS WHITE PAPER
IS AIMED AT:

@ Startups and corporations: might find HOW POLICY MAKERS CAN
interesting suggestions on best practices =~ SUPPORT CSE
and key problems. Additionally, they can Additionally, the OPENAXEL survey respon-
find useful tips on how to identify good dents and OPENAXEL partners were asked
partners in the accelerators universe. how the EC can support corporations in

® Accelerator managers: might put into use  facilitating cross-border partnerships with
a new set of self-assessment tools to highly innovative startups. Their ideas are

position their business towards both kinds  collected here. They can be applied to any

of clients. context, regional or national, and thus could
® Policy makers: might survey up-to-date prove to be appealing for policy makers in

implementations of good practices by general, and not only for the EC.

European corporations, and a framework 1. Tying funding for startups to doing pilots

to detect accelerators, which could help with corporations would give tangible

sustain policies of open innovation. incentives to startup-corporate collabora-

tions. One execution method would be to

provide funds to corporate business units,

Cooperation between startups and corporations in Europe

which they can spend exclusively in set-
ting up pilots of new products or services
together with startup partners. Corpora-
tions would then receive further incentives
to bring the product to market through

their salesforce.

2. Defining CSE as a requirement in public

procurement acts would be a sister initia-
tive to the previous, also giving immediate
compensation for startups and corpora-

tions who collaborate.

. Cutting red tape for accessing funding for

startups: governmental and EC funding
programmes “are too complicated for
almost any startup”, said a Scandina-

via-based executive working at a large

17
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set of tools to interact, share ideas, create
matches, and apply for opportunities of
collaboration or of funding.

5. Organising workshops for corporations
on how to introduce CSE is an educatio-
nal activity which would have a dramatic
effect on cultural changes, and in this
sense it could deserve promotion by
public authorities.

6. Leveraging the network accelerators and
incubators have in their startup eco-
system by providing co-financing to those
accelerators who commit to leading CSE
programmes. Accelerators can potentially
become the arm of public institutions for

connecting with startups. Clear KPIs of

startup-corporate collaborations should
be attached to the co-financing.

multinational conglomerate. Accelerators, 4. A community platform to facilitate 7. |dentifying a set of reference KPIs to

thanks to their specialised knowledge matchmaking between corporation and track accelerators performances: if

of their local startup ecosystem, could
be used by governments to redistribute
funds to startups in a leaner and more

accessible way.

startups is a tool invocated by many. Such
platform should not just be a technologi-
cal solution, but a real community, profes-

sionally managed and animated, with a

governments or the EC used a common
reference set of performance indicators
to decide which accelerators to back,

accelerators would receive an incentive in

Cooperation between startups and corporations in Europe



tracking their metrics and making them

public. At the same time, this would help
startups and corporations alike to select
the right accelerators to become their
partners, according to their needs and
goals. It could also help the general public
to know which accelerators are backed or
supported by the EC, as a proof of quality
or for transparency.

8. Promoting champions of CSE and suc-
cess stories would also have a strong
cultural effect, providing best practices
and role models. The same by promoting
knowledge about the positive role of
accelerators among corporate players

and entrepreneurs, as well as supporting
entities that promote knowledge on the
subject such as universities or research

centres.

RECOMMENDATIONS FOR STARTUPS

1. Build a concrete business case for a cor-
poration.

2. Look for corporations outside your mar-
ket.

3. Agree upfront on a common definition of
success.

4. When choosing an accelerator, look at
both the sources of its funding and at its

intrinsic goals.

Cooperation between startups and corporations in Europe

5. Pay attention to services provided to

accelerators’ alumni.

RECOMMENDATIONS FOR

ACCELERATOR MANAGERS

1. Track your metrics.

2. Continuously develop your ecosystem.

3. Clarify your offer and positioning.

4. Exploit the opportunities offered by open
innovation.

5. Collaborate with regional and national
governments.

RECOMMENDATIONS

FOR CORPORATIONS

1. Replicate the positive examples of other
corporations.

2. Sustain open innovation effort over time.

3. Start with the end in mind.

4. Gain board level support.

5. Experiment with external accelerators.
For more recommendations please go
to www.openaxel.com and download a full

version of the White Paper
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