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FACTORS IMPACTING STARTUP
SUSTAINABILITY IN THE CZECH
REPUBLIC

Abstract

The startup ecosystem in the Czech Republic falls far below the level of the developed
economies of its Western neighbors. The startup map of the Czech Republic shows 1,717
continuously operating startups. And yet they have yet to receive priority attention in
the academic realm. The primary goal of this article is to define the key factors of startup
sustainability and to look for dependencies between them. The secondary goal is to
identify the weaknesses of the Czech startup environment. The scientific hypotheses
formulated focus on demonstrating the dependencies of selected factors influencing
the startup sustainability. These have been verified on the basis of evaluation of data
obtained via primary qualitative and quantitative research. Its findings were compared
with the data of secondary research and with the conclusions of the scientific studies
of international authors. The data were processed using statistical apparatus. Thanks to
this research, the authors have identified in their conclusion the factors of the remote,
immediate, and interior environments that can influence startup sustainability. They
demonstrate a correlation between the level of strategic management and the quality
of internal communications processes, between the capacities of startup management
to manage relationships with customers (CRM) and to drive communications strategy,
including brand support. In real practice, however, nine out of ten startups do not
succeed. The reason is that their design fails to understand and address the needs of
customers and lacks marketing and managed sales.

Keywords business, customer, Czech Republic, marketing

management, startup, sustainability methods

JEL Classification M2, M3

INTRODUCTION

Germany, Finland, Sweden, Denmark, that is, countries that have de-
cided to support science, research, innovation, and sustainable devel-
opment as key national priorities, nowadays rank among prosperous
economies. In the years 2006-2016, they followed a path of the massive
support of the innovation and sustainable development (Piwowarski
et al,, 2018). The Czech Republic, too, has all the prerequisites for be-
coming a future European innovation leader. It must focus above all
on supporting the creation of technical solutions, services based on
knowledge, creation of added value, on the support of science and re-
search, startups, and the creation of a spin-off entrepreneurial envi-
ronment (see Havlic¢ek et al., 2019).

The exact number of Czech start-ups cannot be formulated into
concrete numbers because of a dynamic environment in the Czech
Republic that it is difficult to be measured. Many start-ups have al-
ready disappeared, others are now emerging. The Aspen Institute’s re-
search based on a sample of 550 respondents from a number of start-
ups states that about 80% of start-up founders used their own financial
resources to start their business (Staszkiewicz & Havlikova, 2016). The
fact of the lack of the investment environment in the Czech Republic
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that would motivate the creation and financing of new projects is confirmed by Soltés and Stofa (2016),
Bortlova (2015), Botric and Bozic (2017). Kozubikova, Kotaskova, Dvorsky, and Kljucnikov (2019) rec-
ommend facilitating the development of start-ups by reducing and removing administrative barriers,
improving access to finance and adapting training programs involving entrepreneurship education at
different levels of education. The fact that the Czech Republic does not appear among countries using
venture capital for financing is also confirmed by the Invest Europe (2019) statistics.

The government agency Czechlnvest partially supports the startup scene in the form of incubation and
acceleration programs. Czechstartups.org serves as the official website of Czech startup activity. In 2012,
StartupJobs.cz was launched - an internet portal for jobs in the Czech Republic that focuses on job of-
fers from startups. Universities support the creation of startups/spin-offs intermittently, as they are
generally regarded in the academic environment as high-risk endeavors (Belas et al., 2017; Peterkova et
al., 2014). In terms of business practices, there is no sufficient motivation to the use of academic findings,
whereas the approach of corporations and small- and medium-sized enterprises in the Czech Republic
is rigid with regard to collaboration with startups (see Masopust & Ivanov, 2016; Virglerova et al., 2017).

The reason this topic was chosen is its pertinence. The originality and excellence of this article consist
of defining the set of causes for startup dysfunction. This article is structured in the classical concept
of a scientific study. The literature review presented serves as a literary input for examining the issues
addressed, followed by the use of scientific methods, evaluation of findings, discussion, and conclusion.

1. LITERATURE REVIEW

In the new global economy, startup firms have
been considered a key player in economic develop-
ment. The reasons for their significance are their
contributions to job creation (which increases
employment) and economic growth at the region-
al, national, and industrial levels. Several break-
through innovations and major businesses have
been generated by startups (Tripathi et al., 2019).
A similar opinion is evinced by D’Avino et al.
(2015): “startup businesses have always played an
important role in the global economy, but recently
their importance has grown significantly”.

1.1. Definition of terms

If we wish to examine the substance of this phe-
nomenon, to respond to the question of what fac-
tors and prerequisites are necessary for startup
sustainability, we must first define the concept of
a startup itself. A startup company is considered
an early stage in creating a new venture or organ-
ization (Salamzadeh & Kesim, 2015). Avnimelech
and Teubal (2006) define startups as young, high-
tech companies whose main activity is to deal
with a new venture idea up to the initial sales stage,
which usually takes between one and five years.
Zajko (2017) considers the start-up to be the initial
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phase in the life cycle of a company. If it survives
the first 2 to 3 years and internal and external con-
ditions are favorable, it should continue with the
growth phase. According to Hathaway (2016), a
start-up is defined as a new, yet-to-be-established
business based on an innovative business model
and funded by start-up capital.

With the same revolutionary speed that technol-
ogy is changing, the term startup itself is acquir-
ing new dimensions. The technical public does not
see it merely as a stepping stone from the absolute
beginning of entrepreneurialism into subsequent
development stages. The startup is perceived as
the basic form of business, which enables the cre-
ation of a rapidly growing innovation project. It
ultimately carries out the successful placement of
a new product on the market, develops informa-
tion technology, or executes a change of technical
process, ideally in a global environment and with
long-term gain. For more details, see Frederiksen
and Brem (2017), Stolze et al. (2014), Tanev (2017),
Coviello (2015), Mercandetti et al. (2017), Luger
and Koo (2005). There were introduced three cri-
teria that determine the defining scope of a start-
up: 1) new, 2) active, and 3) independent.

Many authors place an emphasis on innovative-
ness (e.g. Gimenez-Fernandez & Beukel, 2017;
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Haines, 2016; Spender et al., 2017, etc.), which
nonetheless need not consist of the development
of radically new technologies, new applications,
applications in fields related to the advent of ar-
tificial intelligence and the processing of big data.
Startups can combine existing available technol-
ogies in an innovative manner and thus wield a
significant competitive advantage compared to es-
tablished companies or other startups.

1.2. Prerequisites for startup
sustainability

Blank and Dorf (2012) define 9 major startup ele-
ments. A vision alone is not enough for a startup
to be successful. In order for the project to go in
the right direction and be successful, it is neces-
sary to take into account 9 influential elements.
Every successful company uses these points:

1) value proposition — which sector the product
or service is targeting, its main characteristic,
what differentiates it from the competition;

2) customer segment — consisting of the target
audience and the solution to the problem that
the product offers;

3) channels - distribution and how products are
sold;

4) relationships with customers - including ef-
forts to create demand;

5) cost structure - including fixed and variable
costs;

6) key activities — the tasks the company must
perform to achieve success;

7) key resources - including suppliers and
commodities;

8) key partners - including other companies
necessary for business success;

9) revenue streams - source and

amount of profits.

turnover,

The findings of empirical studies examining the pre-
requisites for startup sustainability are not consist-

http://dx.doi.org/10.21511/im.15(3).2019.01
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ent. Dahlqvist, Davidsson, and Wiklund (2010) call
attention to the fact that mere endurance and a good
plan including an excellent product or service are
not sufficient to achieve success. They recommend
focusing on finding the right segment of potential
customers and caring for them. B. Kim, H. Kim, and
Jeon (2018) discuss the significance of activities as-
sociated with the launch of a business — the acumen
of the founders and their business competencies (e.g.
goal-orientation, risk sensitivity, business motiva-
tion, progressive thinking), innovativeness of ideas
and creativity with technologies, well-thought-out
financing, and the capacity for obtaining risk capi-
tal. Baloch and Akram (2018) emphasize the role of
university academics who use assetization methods
of instruction to support students/future entrepre-
neurs the motivation to found startup companies.
They consider sufficient knowledge and engagement
an important prerequisite for the successful launch
of a business. The role of university academics is al-
so underscored by Polak, Kozubikova, and Kozubik
(2018) in the context of developing financial literacy.
They consider it essential as part of all entrepreneur-
ial activities. Based on systematic literary research,
Centobelli, Cerchione, and Esposito (2017) argue
in favor of the importance of processes associated
with creating, obtaining, retaining, transferring,
communicating, and managing knowledge, and its
application and influence on the future economic,
financial, market, sales, marketing, technical, tech-
nological, organizational, human and relational
performance of a startup. The sustainability of the
startup environment is also influenced by economic
policy (Pavlak & Petrti, 2018).

A prerequisite for success is an appreciation of the
importance of human capital and the ability of the
employees of early startups to work in a techni-
cally balanced, high-quality, capable, and ambi-
tious team. The most common criteria of success
are high growth potential of a product, a devel-
oped sales and marketing strategy, sufficient infor-
mation about the market situation, the economic
parameters of the business project, the personali-
ty profile of the entrepreneur (Vnouckova, 2018).
Managerial abilities and management experience
tend to be ranked highly. In the field of startups
focused on information technology, 21 critical
success factors were identified, grouped into three
categories (organizational, individual, and exter-
nal) (Santisteban & Mauricio, 2017).



Innovative Marketing, Volume 15, Issue 3, 2019

An important factor influencing the success and
sustainability of startups is the activity associ-
ated with marketing. The research of Swenson,
Rhoades, and Whitlark (2014) emphasizes the in-
fluence of the presentation and brand support of
a startup in the form of WOM for rapid and suc-
cessful launch. Basri and Siam (2017) recommend
that early startups with limited budgets use social
media as a promotional platform for promoting,
increasing brand awareness, educating custom-
ers, and presenting the competitive advantages of
products and services on offer. The most impor-
tant tool of the sales and marketing strategy of a
dynamic and developing entity with high growth
potential, according to Rus, M. K. Ruzzier, and
M. Ruzzier (2018), is the brand, its visibility and
communication.

It can be said that the ambiguity of the findings
gathered leads to understanding that the global
results of a range of studies are practically in-
comparable. There is a wide variation between
the approach of researchers, research questions,
hypotheses, forms of obtaining and evaluating
information and size of study samples. They are
influenced by the economic and technological
development of the territory examined, as well as
by the legislative and subsidy conditions in the
given country.

2. METHODOLOGY

The primary goal of this article is to define the key
factors of startup sustainability and to look for de-
pendencies between them. The secondary goal is
to identify the weaknesses of the Czech startup en-
vironment. The study is meant to be the beginning
of a long-term research endeavor whose purpose
will be to continually map trends in the startup
environment in the Czech Republic, to compare
this with trends in comparable economies, and to
seek pathways for its continued sustainability and
subsequent transition to a classic business. The
findings gained may be used to integrate the aca-
demic and business spheres and can help increase
the success of startup companies.

HI: A significant dependency exists between the
level of strategic management and the quali-
ty of internal communications processes.

H2: A significant dependency exists between the
ability of a startup’s management to man-
age relationships with customers (CRM) and
drive communications strategy, including
brand support.

H3:  Number of employees is not significantly de-
pendent in relation to the management of

company culture.

Dependencies brought in the hypotheses have not
yet been researched in the Czech Republic and
their statement is based on personal interviews of
researchers with a representative of CzechINvest.

2.1. Data sources

A unified definition of a startup that factors in-
to applicable legislation does not yet exist. The
Czech Statistics Office, therefore, has no obliga-
tion to gather data about this form of enterprise.
Data about the actual number of startups in the
Czech Republic vary, www.startupmap.cz lists
1,717 startups; this number can be considered a
basic data set.

This study is based on a sample of 101 startup
entrepreneurs contacted by the research agency
Perfect Crows as part of Startup Report 2017-2018
and 150 startup entrepreneurs contacted by the
University of Finance and Administration re-
searchers. The respondents were selected by ran-
dom sampling and represent 14.61% of the basic
set. The target population consisted of startup
owners. The research took place in the period of
October 2017 - January 2019. The data were pro-
cessed using SPSS for statistical testing. A statisti-
cal calculation of the Cronbach’s Alpha indicator
was used to validate the reliability of the data. The
consistency and reliability test results are shown
in subsection 3.2.

2.2. Research methodology

The authors used the method of comparing the
relevant data of their own primary research with
secondary data/outputs of the research of Keirets
Forum CEE. The data of this study were obtained
using individual interviews with dozens of start-
up entrepreneurs. The individual interviews last-
ed between 20 minutes and 1.5 hours and took
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place face to face, by phone, or via Skype. Others
took place as part of 5 group discussions. Each
group discussion took approx. 1.5-2 hours. The
individual interviews lasted between 20 min-
utes and 1.5 hours and took place face to face, by
phone, or via Skype. The quantitative research
took place with an online questionnaire, where
the Kvalikvant environment was used for pro-
gramming the questionnaire and collecting the
data. The research topics related to the profile of
startups, strategy, startup success factors.

The research performed by representatives of
VSFS, a.s. took place using similar methods.
Quantitative research via an online question-
naire in the Survio application environment
(185 links to the environment of the question-
naire at Survio.com were sent out, with a rate
of return of 81.08%). A questionnaire was used
for the study whose reliability has been validat-
ed. Only questionnaires with completed exper-
imental data were included in the study sam-
ple. 80 individual telephone conversations took
place afterwards, where the research topics re-
lated to startup success factors. The statistical-
ly evaluated parameters were also commented
on by the authors based on the information ob-
tained through qualitative research. The sam-
ple obtained by researchers from VSFS, n = 150,
was tested in the first stage from the perspec-
tive of completeness of test variables using the
program SPSS. The study sample scored 100%
in the test of data completeness. In the subse-
quent step, the reliability of test data was val-
idated using Cronbach’s Alpha. A Cronbach’s
Alpha value of 0.7 and above indicates a high
level of consistency and reliability of the test
sample. The calculation of this indicator result-

Table 1. Description of variables examined

Innovative Marketing, Volume 15, Issue 3, 2019

ed in a value of 0.907. Based on this result, the
study data may be declared highly consistent
and reliable.

An average value was calculated from the com-
parable data obtained. It can be stated that the
outputs of the primary and secondary research
differed in approx. 5% of the responses; the
standard deviation o may be considered negli-
gible for the needs of this study. One limitation
is the fact that it was not possible to compare
individual respondents as to whether these
were not the same companies. However, the
probability of this factor was low.

2.2.1. Correlation analysis

Correlations, in various forms, are the most com-
mon statistical characteristics throughout the
technical literature (Rehdk & Brom, 2015). The
purpose of the correlation analysis is to determine
the mutual relationship of the given quantities.
Dependencies between variables were determined
using the method of calculating the Pearson cor-
relation coefficient, which measures the strength
of the linear dependency between two quanti-
ties. The results of correlation analysis are used
to confirm or refute hypotheses HI, H2, and H3.
Correlation analysis was performed using the sta-
tistics program IBM SPSS ver. 25. The results of
the correlation analysis are listed in Tables 8 and 9.

2.2.2. Description of variables examined
When validating the dependencies of the exam-
ined variables, the study focused on an evaluation

of the relationships between the variables listed in
Table 1.

Source: Authors’ analysis.

Name of variable Definition

Scale/type of metric

Represents the level of existence and use of

The level of strategic
management

The quality of internal
communications processes

i individual tools of strategic management —i.e.

setting long-term visions, purpose, goals, and
values, the existence of a written document — a

i strategic plan that is regularly revaluated

Represents the extent to which processes are

i developed in relation to the quality of internal

communications, the description and functionality
of communication channels, and with regular

: assessment of the efficiency of information flows

i 0 = completely lacking or inadequate, 1 = low

level, incomplete document exists, 2 = moderate
level, 3 = exceptional level

i 0 = dysfunctional, confused, 1 = low level, the

existence of considerable communication noise,
2 = moderate level, 3 = exceptional level

http://dx.doi.org/10.21511/im.15(3).2019.01
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Table 1 (cont.). Description of variables examined

Name of variable Definition

Scale/type of metric

i This variable represents the degree of capability
: of management to make use of the tools of the

i philosophy of CRM: planned steps to seek out,

i address customers, regular communications,

i developed methods for building a long-term

i relationship, keeping records of customers

The capability of startup
management to manage
relationships with customers
(CRM)

=lacking or inadequate, 1 = low level, at least
: 3 VIP customer leads, 2 = moderate level, there
i are segments and regular communication with
i selected customers, 3 = excellent level, including
i automatic incentives for an innovative approach

: This variable represents the level of capability of the
i management to drive and purposefully direct the

i communication campaign using tools of integrated
i communication, support the brand of the product

The capacity to manage

communications strategy,

including brand support i
i or the startup itself

:O very low Ievel communlcatlon is not managed
: or is managed on an ad hoc basis, 1 = low level,
communication lacks appeal to target customer
segment, 2 = moderate level, communication

‘is managed, but its effectiveness has not been

i assessed, 3 = high level, processes associated with
i communications strategy including brand support
;are executed and measured

i1=0- Semployees 2=6-15,3= 16 30 4 =31-50,
:5=51-100, 6 = 100-250, 7 = over 250

: The set of values, norms, and positions

The managing company
culture

: importance for society

i communicated to all employees, distinctiveness,
i uniqueness, mutual responsibility, share in
i implementing innovations, support of the feeling of

= lacking or inadequate, 1 = low level,
f 2 =moderate level, 3 = exceptional level, including
i automatic incentives for an innovative approach
iin the field of managing company culture

3. EMPIRICAL RESULTS
AND DISCUSSION

In the first phase of the study, factors were identi-
fied that could influence the success and sustain-
ability of startups. Outputs of the primary and
secondary research were evaluated, the average
value of responses was calculated. The used data
sample is representative and relevant, as shown in
subsection 3.2.

Table 2. Structure of analyzed startups according
to a place of operation — a factor of location

Source: Own processing.

Ve . KEIRETSU
:VSFS data % : : The average
Place of ° { FORUM data : R &
. responses : value in
operation i %responses
i n=150 : % responses
: : n=101 :
Prague {53 56 545
Brno : 147 : 15 145
Other 77777 32 30 31
Total 100 100 100

From the table, it is clear that most analyzed start-
up companies are headquartered in Prague. The
next strongest region is Brno and its surroundings,
as well as the second most important centre of eco-
nomic and social life in the Czech Republic. The
explanation could be the fact that spaces for the de-
velopment of the startup ecosystem are available in
Prague (Praguestartupcentre). Business and inno-
vation are supported by the Operational Program
Prague - Field of Growth Czech Republic. Prague

6

vouchers support innovation projects — a collabo-
ration with companies with research and develop-
ment organizations for the purpose of the product,
process, or service innovation. From approx. 60
startups that are founded in the Czech Republic
every month, 40 of them are founded in Prague.
Eight to nine startups out of 10 will quickly fold,
because they do not have a functioning business
model, they have not calculated everything well,
or they have not succeeded in attracting the inter-
est or attention of customers (Priicha, 2018). This
factor can be considered significant.

Table 3. Structure of analyzed startups by legal
form of business — a factor of the suitability of
resources from legal form

Source: Own processing.

KEIRETSU

§V§FS data % VThe average

Form : :FORUM data: o
. i responses : : valuein %
of business 1 = 150 ‘% responses: responses
n=101  "*°P
101 - natural
person operating
according to the
trade licensing act, 6 : 5 5.5
not registered with : :
the Commercial
Register .
112 — joint-stock 33 ; 73 ; 78
company I ; R
Other [ 9:5. 185,
Total : 100 100 100

The predominant legal form of business is limited
liability company [spole¢nost s ru¢enim omezenym,
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s.r.o.], followed far behind by natural persons and
joint-stock companies. Most startups function in
the form of a traditional s.r.0. In the Czech Republic,
this is the most widely used legal form of a company,
for entrepreneurs, it is relatively simple to establish,
initial costs are lower than with joint-stock compa-
nies. The factor of suitability of resources from legal
form can be considered significant.

Innovative Marketing, Volume 15, Issue 3, 2019

Table 6. View of startups on planning and
executing marketing activities — the factor of
applying knowledge in the area of marketing
management

Source: Own processing.

. VSFS . KEIRETSU . The

i data% FORUM data average
Knowledge factor : : : R

i responses : % responses :valuein %

n =150 n=101 iresponses
Table 4. Structure of analyzed startups Planning
by number of employees — factor of number ivheirkt;tf;mmpcl)i::sng: : o 49 <0
of employees 0 LUEERLILD . S ——
Long-term planning: ; ;
Source: Own processing. year or more 22 : 26 24
VSFS i KEIRETSU | The Short-term planning: 23 20 215
Number of { data% :FORUM data: average 3-6 months I )
employees i responses : % responses ivalue in % Long-term planning: 4 ; 5 45
© n=150 | n=101 ‘responses _multiple years ‘ ]
19 o4 47 465 Competitor analysis
10-19 ~ 27 : 29 .28 - :
LA 28 Internélcompentor 75 : 66 705
20-250 o3 28 i 255 analysis e T
Total 100 100 100 Extern‘al competitor 4 11 75
analysis I
) No competitor 1 ; ’3 2
The most strongly represented is the category of  analysis performed : :
companies from 1 to 19 employees. The results of Development of marketing plan
this finding are not in any way surprising, as start- No o590 52 555
ups begin as small companies and only expand as  Yes, internal o3 37 36
part of their life cycle and success. Yes, external L6 1 85
. Use of marketing communications tools for sales support
Table 5. Startups by area of business — the factor , ; : :
f R f their ind field Addressred}rr?ternally L 68 i 67
of attractiveness of their industry or fie Addressed externally 22 21 e
Source: Own processing.
Not currently 115

- . KEIRETSU The
: VSFSdata% :
: ° { FORUM data : average
Industry responses : : .
i % responses value in %
n=150 : :
n=101 ‘responses
Mix of fields/ i :
otherwise ‘ 69 ‘ 71 P70
arficulated
Software a.nd 17 ; 15 ; 16
‘,:l,‘?”,d, services H o
E-commerce, ad H
tech,martech R N N
Total 100 100 100

In the Czech Republic, startups predominate in
the fields of software, online services, and e-com-
merce. On the contrary, there is very low rep-
resentation of companies in the fields of manufac-
turing, materials, hardware, and IoT. At the same
time, it is worthy of note that the greatest share
of startups see the field of their business as occu-
pying the boundaries between several categories,
and resist self-classification into merely a single
category.

http://dx.doi.org/10.21511/im.15(3).2019.01

addressed 12 1

Evaluating the factor of applying knowledge
in the area of marketing management brought
important findings. Startup entrepreneurs do
not work with strategic long-term planning, do
not use marketing services externally, but cover
this area with their own resources, and system-
atically fail to devote much attention to this ar-
ea. Startups are primarily focused on their own
business and deprioritize everything not directly
associated with product development in the ini-
tial phases. Almost a quarter did not perform any
competitor analysis at all, over half did not com-
pile a marketing plan, only a fifth has secured
communication toward customer segments ex-
ternally, approx. a tenth does not address it even
internally. The researchers conclude that the core
of most problems of Czech startups is inadequate
processing of marketing analysis. Lack of under-
standing of the market and the customer is usual-
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Table 7. Other factors influencing success of startups — processing information from qualitative
research, personal interviews with owners of startups

Source: Own processing.

Factor VSFS data

% responses n = 150

KEIRETSU FORUM data
% responses n = 101

i The average value
in % responses

financing

60 63.5
3 LBS
64 62
62 60.5

a L
L 27
25 225

ly a barrier that will emerge in many subsequent
steps in the future. The main reasons for address-
ing marketing communication using internal re-
sources include the presumed financial costliness
and the concern of the startups that the exter-
nal solution will not be flexible enough, will not
be capable of meeting the specific needs of the
startups, and will not be capable of responding
to fast-paced events and changes. Startup entre-
preneurs do not pay sufficient attention to man-
aged marketing communication tools and brand
management.

It can be seen from the study that a factor influenc-
ing sustainability is the acquisition of high-quali-
ty human resources. Significant obstacles are the
complex bureaucracy and concern of high admin-
istrative and tax burden.

From the above factors, the researchers focused
on factors, which in their professional experience,
and above all the opinion of the respondents, sig-
nificantly influences startup sustainability. The
selected factors were examined using correlation
analysis.

3.1. Correlation analysis findings

Prior to completing the correlation analysis of the
variables in Table 8, a test was performed of the
reliability of the variables examined by calculat-
ing the Cronbach’s Alpha indicator, where a val-
ue of 0.882 indicated a high level of reliability and
consistency of analyzed data. As Table 8 shows,
the test data derived confirmed the high degree
of correlation of the variables - level of operations
and strategic management, process maturity, and

Table 8. Correlation analysis of the level of management of selected internal communication

processes

Source: Authors’ analysis using SPSS.

Level of Level of i Quality of internal | Factor of
Factors operations strategic communications number of
management management processes employees
of . Pears, correlation 1 AT LTesT 462t
Level of operations Sig. (2-tailed) - .000 .000 000
management B Tt SR s T
N 25t s 2L 51
of . ; Pears. correlation £ A R 1 L1207 AT
Level of strategic “Sig. (2-tailed) 000 - .000 .000
management LIARL B S SR T
SO AN .25t .25l 251 258
Quality of internal | Pears. correlation 7557 720 1 3767
communications Sig. (2-tailed) ~.000 ~.000 - .o0o0
prrcr)cesrsesw N ) 251 251 251 251
Cumberof | Fears.correlation A6 A 376 LS
Factor of number o Sig. (2-tailed) .000 .000 .000 -
employees S e Ll e s R RIS
i N 251 251 251 251

Note: ** Correlation is significant at the 0.01 level (2-tailed) (this

means high quality statistical data at the level of 1% deviation).
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quality of internal communications processes.
The factor of number of employees in comparison
to the other factors expressed a weak positive cor-
relation, but it could not be considered significant.

HI presumed a significant dependency existing
between the level of strategic management and
the quality of internal communications processes.
The value of 0.755 demonstrated a strong depend-
ency between the given quantities; hypothesis 1
can be confirmed.

Prior to completing the correlation analysis of the
variables in Table 9, a test was performed of the
reliability of the variables examined by calculat-
ing the Cronbach’s Alpha indicator, where a val-
ue of 0.820 indicated a high level of reliability and
consistency of analyzed data. As shown in Table
10, data testing confirmed the strong correlation
between the following variables - the factor of ca-
pability of management to conduct CRM, compa-
ny culture, communications strategy, and brand
support. The number of employees in comparison
to the other factors expressed a weak positive cor-
relation, but it could not be considered significant.

H2 presumes that a significant dependency ex-
ists between the capacity of startup management
to drive relationships with customers (CRM)
and communications strategy, including brand
support. The value of 0.692 achieved is distinct
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for its strong positive correlation, this depend-
ency can be designated as significant and H2
can be confirmed. H3 presumes that a number
of employees is not significantly dependent in
relation to the management of company cul-
ture. The value of 0.427 achieved denotes a weak
positive correlation, on which basis H3 can be
confirmed.

3.2. Discussion

First, it is worth discussing the highlighted fac-
tors presented in the first phase of the research,
then to comment on the outputs of correlation
analysis and to support the verification of the
hypothesis through argument. The results pre-
sented can be classified into the relevant inter-
disciplinary connections between fields of study
- management, marketing, HR, economics, etc.
In the first phases of a startup company, the pri-
mary goal is not to generate a profit, but above all
rapid growth and expansion. One of the options
for distinguishing the factors that influence the
sustainability of business - that is, the transition
from startup to classic business - is their division
in relation to their appearance in the market en-
vironment. The proposal corresponds to the the-
ory of analysis of the customer environment as
described in the publications of Kotler and Keller
(2013), Porter (2004), Affonina (2015), Magretta
(2012) and others.

Table 9. Correlation analysis of the level of selected marketing activities of selected internal

communication processes

Source: Authors’ analysis using SPSS.

- Capacity of :
i Capability of |  Factorof pacity Lo
; ; . i management todrive | Factor of
i management: managing .. :
Factors ‘ ‘ communications i number of
to conduct company strategy and support = employees
CRM culture gy pp ploy
brand
bil ; i Pears. correlation 1 .599** .692** 376%*
Capability of management to "o 27 ¢ e mmmmmm—p———
conduct CRM Sig. (2-tailed) G :000 000 i :000
7777777777777 ;N 251 251 251 251
; .  Pears. correlation .599%* ; 1 g42%* A27**
Factor of managing company “ci "o " ey A .000 - .000 .000
culture e s T s e
7777777777777 ;N 251 251 251 251
Capacity of management i Pears. correlation 692r* 742 S -505%*
to drive communications : Sig. (2-tailed) ~.000 .000 T .000
strategy and support brand i 251 251 251 251
" ber of iPearrsi correlation 376%* 427** S505%* 1
Factor of number o “Sig. (2-tailed) .000 000 .000 -
employees fet e A HEE S St H -
PN H 251 251 251 251

Note: ** Correlation is significant at the 0.01 level (2-tailed) (this means high quality statistical data at the level of 1% deviation).
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3.2.1. Factors of the wider environment
above all the macro and microeconomic,
legislative, the technological, political,
sociological, etc.

A startup entrepreneur cannot manage these fac-
tors, but must know and respect them. In terms
of political decisions, it can be stated that in the
Czech Republic, it is a period extraordinarily fa-
vorable to establishing startups. Under the leader-
ship of prime minister Andrej Babis, the Council
for Research, Development and Innovation, 2019
[Rada pro vyzkum, vyvoj a inovace, RVVI] met for
its regular conference on Friday, March 29, 2019
to discuss action plans of the newly implemented
Innovation Strategy of the Czech Republic 2019-
2030 and to propose the state budget for research
and development for 2020 with a view to the years
2021 and 2022. “We are preparing a revolutionary
solution for motivation and financing of spin-ofts
and startups. We are involving the government.
The goal is for the ideas of young people not merely
to end at the hand of foreign investors”, he said on
one of the key tasks of the government-approved
Innovation Strategy for the Actions of Andrej
Babis (Urad vlddy CR a RVVT, 2019).

The legislative and economic factor is also impor-
tant for startups, whether in terms of simplified
administration for businesses and the digitization
thereof, through the addressing of tax matters,
such as the option for immediately claiming of
VAT for newly created startups, to the legislative
foundation of this business form and its support.
It is worth discussing the creation of the founda-
tion of an entire ecosystem in the form of suitably
earmarked subsidies for projects that need “long
money” - e.g. development of breakthrough tech-
nologies in health care and others.

3.2.2. Factors of the immediate environment
- the situation in the industry, customer
needs, requirements, and expectations,
and competitors

For beginning startups, the factor of attractive-

form the segmentation of the potential audience
of the product on offer, to define whether they will
operate on a B2B market or a B2C or B2G mar-
ket. The product on offer must be unique for the
customer and must bring him high added value.
The startup entrepreneur must also offer a creative
communication campaign, including support of
the brand of the startup itself or the product on of-
fer, which will serve to invoke in the customer the
desire for the product, which often requires a high
level of investment in technology and marketing,
and, according to Kupec (2018), is a high-risk ac-
tivity of marketing communications.

Startup vendors may not only be the representa-
tives of private venture capital funds, investors,
but also the providers of advisory services (repre-
sentatives of science and research, university plat-
forms, other educational institutions, consultation
in the fields of sales and marketing strategy, pro-
tection of intellectual property, legal, economic, or
tax services, proprietors of incubators or business
accelerators, etc.). The startup entrepreneur must
know how to “sell”, how to present his product
and arouse the feeling about it that it will pay off
to work with the startup.

3.2.3. Factors of the internal environment
of the startup - this is derived from
founder knowledge, skills, and qualities

This is decided by the personality of the found-
er, his age, level of enthusiasm, daring, capability
to overcome fear of failure and believe in success,
patience — persistence, endurance, and ability to
learn from past mistakes. Motivation and high-
er value are also important - faith in higher pur-
pose, that what he is doing will bring good to all
of society, sufficient self-confidence, managerial
competency.

HI presumed a significant dependency existing
between the level of strategic management and
the quality of internal communications process-
es. Although it was demonstrated, the real prac-
tice of the study sample of startup entrepreneurs

ness and openness of the industry is one of the - see Table 6 — showed that startup entrepreneurs

most important. Satisfying customer PPO allows
for sustainable startup development. To satisfy
the customer, however, presumes an ability on the
part of startup entrepreneurs to accurately per-
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prioritize operations management, and do not
add short-term goals into connection with long-
term goals. This more easily leads to errors in
management, which can cause outputs that can-
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not be incorporated with long-term sustainability.
This error becomes more pronounced in cases of
poor, uncoordinated internal communication of
long-term goals. A fundamental error is that they
have not sufficiently communicated internally the
needs or problems that their product solves, and
instead concentrate on the rapid execution of their
idea.

H2 presumes that a significant dependency ex-
ists between the capacity of startup management
to drive relationships with customers (CRM) and
communications strategy, including brand sup-
port. Although it has been demonstrated, in the
real startup environment, management does not
focus on these activities. They primarily focus
on sometimes altogether inadequate conclusions
related to the attractiveness and novelty of their
product, which they nonetheless fail to support
with a communication campaign to the exterior
environment, namely the customers. They under-
estimate the importance of a creative communica-
tions campaign, the creation of a relationship be-
tween the customer and the brand, the company.

The above outputs confirmed the findings pub-
lished in the academic studies listed in the liter-
ature review. In connection with the topic of our
research, we consider it significant to incorporate
factors on the organizational, individual, and ex-
ternal environments. Santisteban and Mauricio
(2017) identify 13 critical factors including as im-
portant the marketing and human resources team,
namely the factors of the internal environment of
the startup at which we have also arrived through
our research. This also confirms the findings of
Basri and Siam (2017) regarding the fact that de-
spite the easy accessibility of platforms for social
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media, startups do not manage to maximize their
potential to the benefit of their companies.

Practice shows that marketing is fundamental to
startup sustainability and its role will continue
to increase as part of the Marketing 4.0 environ-
ment. Marketing and its management must per-
meate the entire evolution of the startup. This
does not consist solely of classical promotion in
the online and offline environments but an over-
all mindset and approach to thinking about busi-
ness as such.

In the Czech Republic, on April 10, 2019, the
Startup World Cup & Summit took place - the fi-
nals of the global startup competition. It was not,
however, merely a showing of the most promising
startups of seventeen European countries — the
absolute winner was the Swedish project Mimbly,
which is developing solutions for water sustaina-
bility and management. Cesky Motionlab, which
is developing a platform for creating personalized
videos, obtained victory in the regional round.
This confirms the effort of the organizers of the
event to show that “the startup heart is beating”
right here in the Czech Republic, despite the lim-
itations referenced in the text. The media support
of this event called attention to the fact that the
Czech Republic has significant potential in the
rapidly evolving startup world, yet for the time
being uses only a fraction of it. According to the
chief of the multibillion startup Strava and former
vice president of Instagram James Quarles, CEO
of Avast Vince Steckler, and California investor
John Rizzi, one of the conditions for a sustaina-
ble startup company is better collaboration with
investors, startups, corporations, universities, and
the government.

CONCLUSION

This article defines the term startup - it is a company that is being created with an expectation of high
growth in the near future. The scalability, or possibilities to expand the circle of customers into a more
or less arbitrary dimension and at low incremental costs differentiates the startup from typically begin-

ning companies.

The main goal of the study was to define the key factors for the sustainability of startup companies.
These were subsequently divided on the basis of the research outputs into factors appearing in the wid-
er, immediate, and internal environments of beginning companies. A satisfied customer is a key factor
for the sustainability of businesses, whose loyalty can be earned using CRM tools. The attention of the
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11



Innovative Marketing, Volume 15, Issue 3, 2019

customer must be captivated by a creative communication campaign and brand support. As was proven,
startup entrepreneurs do not consider these factors decisive for their success, prioritizing instead the
development of the product. Its uniqueness, however, is not presented to the customer with sufficient
effectiveness due to an absence of customer relations management and their own unwillingness (due
to lack of knowledge, ability, or respect for order, or concerns of high financial costs, etc.) to execute
a communication campaign. The personality of the startup entrepreneur and his capability to strate-
gically manage internal processes toward long-term goals, and to communicate them across the team
continues to be considered a key factor.

The secondary goal was to identify the weaknesses of the Czech startup environment. The currently
low interest of classical financial institutions in investing in beginning companies may be considered a
weakness — in the Czech Republic, an investment environment has not been developed that would mo-
tivate the establishment and financing of new projects. The targeted national concept for founding, de-
veloping, and financing startups was submitted by the RVVI only at the beginning of 2019, and thus far
lacks specific implementation tools. Universities support the creation of startups/spin-offs intermittent-
ly, as they are generally regarded in the academic environment as high-risk endeavors. For some time,
the necessary in-depth analysis of the Czech startup environment has been lacking. Czechs, compared
to other nationalities, do not know how to sell themselves, and tend to be reserved in their marketing.
The goals articulated may be considered met.

The sustainability of individual startups is derived from the level of development of the overall start-
up ecosystem in the given country. This can be compared to a snowball effect — the more experienced
business owners return to business after their first exit, the better it is for the scene. At the same time,
the money that they earned with their first exist are often recycled within the startup scene, which once
again supports its further development. A similar principle is exhibited by investors as well — if they find
and support quality projects, their investment gains value and confidence in investing in startups in-
creases. A similar effect can be expected from scientific institutions — the larger the number of success-
ful spin-offs, the more levels of trust in the benefit of scientific institutions for development of startups.
It is necessary to support this development, present examples of best practice, to learn from the mistakes
of the less successful.

The above facts confirm the importance of the research presented in this article. Startups may be un-
successful thanks to the disproportionate positioning of the resources and activities of startup entrepre-
neurs with regard to their internal and external environment. This determines the necessary direction
of subsequent research for identifying specific strengths and opportunities to leverage them, weakness-
es and proposals for addressing them. The study, whose limiting factor is the variability of the startup
business environment, should form a starting point for initiating a long-term study. Its purpose will be
to continually map the development of the startup environment in the Czech Republic in comparison
with development in comparable economies, to see options for its effective support and development in
connection with the priorities of the individual economies. It will be important not only to describe and
evaluate the status, but also to understand the thinking of startups and investors, as well as to capture
the view of the technical public and small business owners.
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