Erst 2012 gegriindet, ging die German
Startups Group am 11. November 2015
an die Borse. Hinter dem Erfolg stehen
CEO und Griinder Christoph Gerlinger
(links) und COO Nikolas Samios.
Founded in 2012, the German Startups
Group was listed on the stock exchange
on 11 November 2015. Behind the
success stand CEO and founder
Christoph Gerlinger (left) and COO
Nikolas Samios.
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An interview with Nikolas Samios, COO and GP of the German Startups Group

“Berlin is its own startup”

Mr Samios, according to a study by Ernst &

Young, more money was invested in Berlin than

anywhereelsein Europein2015. WithEUR 2.1 bil-
lion worth of funds invested, the German capital

even overtook previous European champion Lon-
don. How do you explain the hype surrounding

Berlin? What makes the city attractive?

Berlin’s startup scene was created in the 1990s. After
the fall of the Berlin Wall, East Berlin in particular of-
fered entrepreneurs the freedom to express their cre-
ativity. This must have been the initial trigger. Imag-
ine this: people who wanted to open a shop in
Stuttgart at that time were unable to find anywhere
available or couldn’t afford it. In Berlin, you could
open a cool bar, pub or restaurant — more or less le-
gally-anywhereyou liked. That attracted lots of peo-
ple - initially, and especially, artists and restaura-
teurs. They were followed by the creative industry, in-
cluding web designers and programmers, in a sec-
ond wave. The third wave brought more entrepre-
neurial talent to join them and fresh new companies
sprung up in the fields of e-commerce, web solutions
and many more. 90 per cent of companies operating
in the east of Berlin today were not founded until af-
ter the fall of the Wall. This essentially makes Berlin its
own startup. This spirit is similar to that of San Fran-
cisco in the 1970s and has led to the formation of to-
day’s cluster. Now, a few years further down the line,
the first successful founders have already sold their
startups, reinvesting the proceeds in the local scene.
This means that the ared’s existing talent is now re-
ceiving the capital they require — a further boost for
Berlin’s cluster.

If you talk to the young company founders in this
area, around 30 to 40 per cent of whom are from
abroad, incidentally, they are people who compare
Berlin with London, Stockholm, Paris or New York.
Here they can find a high standard of living and ac-
cess to office space, talented staff and stability for a
veryreasonable pricein comparisonwith other coun-
tries in the world. Those are attractive conditions.
However, | don’t want to call this attractiveness a
“hype’” This word usually refers to something that will
not last. In Berlin, we are currently witnessing the
early stages of the critical mass of a cluster which will
continueto growsignificantly in size and quality over
the next 10 to 20 years. Can we compare Berlin to to-
day’s Silicon Valley? No. Is it similar to Silicon Valley
10to 20years ago? That’sa much better comparison.

Other major cities such as Hamburg, Cologne
and Munich are also popular with startups. Are
there any industry-specifichubs?

Afew years ago, this was certainly the case. The T in-
dustry came together in Munich, while the media
were drawn to Hamburg and Cologne. However, |
think that Berlin has already overtaken the other
startup hubs, both in terms of the number of busi-
nesses founded and the quality of the ecosystem. |
was born in Munich, but | think that Berlin is right at
the top of the list for smart, international, experi-
enced company founders and foreign investors look-
ingatGermany.

Apart from the reasons 've mentioned, it is down to
the interaction between cultures in Berlin. Here you

Herbst | Autumn 2016

Photo: German Startups Group

Photo: JFL Photography - Fotolia.com

can get by with English without any problems. There
aresome pubs where you can order a beer using Eng-
lish alone. Not everyone will be happy about this, but
a cosmopolitan environment is essential for a suc-
cessful startup scene - to attract international talent
and operate on the global markets. | also see a paral-
lel with the Silicon Valley of the 1970s in this respect:

behind the majority of success stories, there was and
is a first- or second-generation immigrant in the USA

too. If you walk through the streets of San Francisco,

you can'tmiss thisinternational flair. And Berlin is cur-
rently developing thisflair.

Do you think there are any disadvantages for
founders of startups in terms of the conditions in
Germany?

When someone tells me that Germany is too bureau-
cratic and complicated a place to start a business,
they are simply the wrong person to start one. I think
that's just petty whinging. Our system is completely
fine. Of course there is always room for improve-
ment, of course it’s nice to finish registering your lim-
ited liability company (GmbH) in two days instead of
two weeks, but ifthat puts you off starting a business,
you shouldn't start one at all. From my point of view,
the German system has no significant disadvan-
tages in comparison with the British or American sys-
tem. Anyone who wants to establish a company in
Germany is unlikely to fail due to bureaucracy.

Now, about Britain. What do you think about
Brexit and its possible impact on Berlin as a busi-
nesslocation?

Firstand foremost - Brexit is a disaster. have said be-
fore howimportantaninternational spiritis to devel-
oping a startup scene. That's why | think Brexit is a
huge step backwards for British society — with severe
consequences for individuals. The future has sud-
denly become totally unclear for many people and
families in the UK. Talented entrepreneurs from all
over the world value freedom of movement and in-
teraction between cultures, and it is these very char-
acteristics that are now being jeopardised in Britain.
What will happen to the business conditions? A
FinTech company inthe UKwas previously able to ob-
tain a licence and gain access to the EU Single Mar-
ket. This access is now under threat - asignificant dis-
advantage of the location for a startup which is reli-
ant on the global market. Berlin is set to benefit indi-
rectly from this, as will Frankfurt, Paris and Dublin. A
few short weeks after the decision, demand for
Frankfurt from the traditional financial sector has al-
ready increased — thousands of employees could be
transferred from London to the banks of the River
Main. We are also seeing interest in Berlin grow at
this early stage, particularly from startups. The city,
which has left London behind in areas such as main-
tenance costs and available office space, is now be-
ing given a further advantage in relation to the Brit-
ish capital.
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Howdoes the German startup scene view the Bal-
ticStates?

At least since the advent of Skype, TransferWise and
other huge success stories, people have been refer-
ring to the Baltic States as IT tigers. Establishing an IT-
oriented company in the Baltic region has now be-
come a positive cliché. Word has got around about
its performance and high level of talent compared
with its small population in cutting-edge, up-and-
coming fields such as IT and e-government. Estonia,
Latvia and Lithuania offer quality, energy and spirit,
meaningthatinvestors needto take a team of found-
ers from this region very seriously. The region is also
an attractive business location. Companies such as
Skype can be started from anywhere in the world.
You simply need a qualified team, an Internet con-
nection, a good standard of living and reasonable
maintenance costs. The Baltic region offers all of
these and people here in Berlin are well aware of it. |
know of many German companies with a second of-
fice there, especially to make progress with IT devel-
opment projects.

Ifyou could only give one tip to people looking to
start theirown company, what would it be?

Nowadays, anyone can build up a company from
scratch with the right attitude, good common sense
and a laptop. The charm of the early stages is that
you can actvery quickly and flexibly. You can test out
your abilities. You should make the most of this pe-
riod when you don’t have many running costs. There
is no shame in needing two or three attempts to per-
fectyouridea in this phase, and no problem with this
approach from a business perspective either. How-
ever, the pressure builds suddenly as soon as you be-
gin the next stage, sign up larger-scale investors and
start to focus on growth, because this often means
taking on lots of staff and incurring significant costs
very quickly. Most startups fail because they scale up
too soon and suffer from premature growth syn-
drome, so develop the proof of concept for your busi-
ness modelfirst and only approach investors to grow
yourideaonceyou have donethis.ab

EN

Im Berliner Ostteil sind 90 Prozent der
heute aktiven Unternehmen erst nach
der Wende gegriindet worden.

90 per cent of companies operating in
the east of Berlin today were not
founded until after the fall of the Wall.

Nikolas Samios is COO and a
General Partner of the
German Startups Group. The
venture capital and
shareholdings management
expert has been helping
entrepreneurs and investors
to make their plans a reality
and establish (corporate)
venture capital firms for over
ten years. The German
Startups Group from Berlin
specialises in new and rapidly
growing companies. It
acquires majority and
minority stakes, particularly
by providing venture capital.
Since it began operating in
2012, the German Startups
Group has become the
country’s second most active
venture capital investor.
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