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This article deals with the process of venture fmgdas a stimulating factor
for innovation development of Ukraine. The mainigbeas that accompany progress
of venture capital in Ukraine and their impact englementation of innovations, are
described. The level of venture infrastructure dtgwaent is also analyzed.
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Problem statment. Ukraine's transition to a market economy rationyds
changing raw material orientation of the economyhtgh technology. Building
innovative economy is the only way of Ukraine’s eiepment in modern conditions.
Despite the great human, scientific, technical i innovative vector of our state
Is not completely implemented.

With the purpose of commercialization of innovaspmhich is an objective
criterion for the knowledge economy, it is necegdarstimulate venture financing
which is the risk capital investments in companmeslved in innovation and have
great growth potential. Especially effective souatefinancing innovation venture
financing serves as such which provides high risks the fee for them is considered
potentially high profits. Venture financing is alie act accelerator of innovation
processes and act as a good alternative to thietirppssibilities of state for financial
support of innovation, which is especially impottanUkraine. That is why the lack
of its volume leads to explore the causes thiasdn.

The last investigations and publication analysis. The issue of venture
financing of innovation have been addressed afldbmestic and foreign scientists.
In particular, studying the process of venturerimiag of innovation in Ukraine are
engaged such scientists as A. Vdovychenko, N. H&ayuhovanets, B. Kulya,

l. Lytvyn, N. Lysa, S.Onyshko, O. Petruk, Bilypenko, A. Prysyazhnyuk,
L. Fedulova, V. Chaban, T. Shotik and others.

Determine target. Develop practical directions of intensification wénture
financing based on its assessment of Ukraine toddsntifying incentives and
destructive factors for its implementation.

The basic material. The dynamic development of society requires thevact
development of all economy sectors and especiélignovative one. The process of
venture financing of innovations is essential fohet success of their
commercialization. There are a lot of financingiops, such as the state budget,
local budgets, expenses of individuals and entifié=anture financing has growth
importance in terms of high competition, condudgdventure capital, often at an
early stage of the development of enterprise.

The economic category «venture investments» appeatbe special kind of
direct private investments attachment of which ptes the combination of
probability of getting super high profits with ancreased risk of loss all invested
capital. This economic category has the extremeareatDonors, acceptors and
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mediators (that perform the function of transadgtiohventure capital are the subject
of venture investments [2, p. 566].

Very often, venture capital denominate «intelligetersification» because
except for financial services it performs servioedated to the management,
marketing, information support, etc.

There is a correlation between the volume of venfurancing and transform
ideas into commercially successful innovations. tTisawhy many countries are
spending public money for promoting venture capsiadl encourage intensification
of its use.

Venture capital market is characterized by rel&giveadependent existence
with specific subjects, infrastructure, operatiamd geatures of the mechanism of
competition. This market has two types of asymméfhge first one is the asymmetry
of information found in the uneven distributioninformation among market players,
and serves a critical factor in making decisiorfge €ssence of the second one is that
the asymmetrical position of subjects of the madfatenture capital, that can not be
local discussing. Under these conditions, suppty @gamand keep balance by market
intermediaries — companies of venture capital tlontify the financial and
professional support of innovative project or foatoh of company [8].

The mechanism of venture capital financing includes following items:
sources of venture capital, mechanism of accunmmatif resources, distribution
mechanism of accumulated resources, control mesimaand return of investments.

The process of venture financing and activity efrgalization in the country
depends on various particularities (social, ecornppuwlitical, cultural).

Venture financing of business has a number of adgas. In particular,
venture capital provides flexibility, mobility, diby to quickly reorientation of
business, commercialization of the results. It haracterized by high motivation,
economically reasonable forms of cooperation.

Also characteristic feature of the process of ventfinancing is that the
venture capital that is invested in innovations bgsificant lag from the time of
investment funds to the receiving of the commenaalrn from them. In addition, to
the advantages of venture capital financing showdtlide the complex nature of its
influence.

Innovation activity financed by own funds of entesps, the state budget,
funds of foreign investors and other sources inaitle. The largest total cost of
financing innovations was spent in 2008 — 11994iJ#am hryvnias, which is almost
1,5 times more than in 2010. Companies activelynsped innovations by its own
funds in 2007 and, starting from 2008, interesit imegan to fade. The financing of
innovation activities by the state budget grewIl#@D8 (336,9 million hryvnias), but
it decreased to 2,7 times in 2009, and even h&dDi0. Foreign investors with more
confidence refer to the financing of innovativeiatt in Ukraine each year and the
share of their funds amounted 30 % in 2010, as showable 1. Arithmetical mean
of own funds of enterprises surveyed in 11 years W&9 %, state budget funds — 1,7
%, funds of foreign investors — 7,7 %, and fundef other sources — 16,7 %. It is
the eflecting of prevailing value of enterprisedimancing innovation, because they
have necessary financial potential and act astdwaweficiaries in this process.
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Tablel
Sources of financing of innovative activity
Including the expense of Share of funds

The Own Own
total State| Foreign| Other State| Foreign Other

Yeat money of money of
cost y budgefnvestorsources y budgetnvestorsources
enterprises S

enterprise

million hryvnias in total costs, %
20001757,1 1399,3| 7,7| 133,14 217,0 79,6 0,4 7,6 12,3
20011971,4 1654,0 | 55,8 58,5/ 203,1 83,9 2,8 3,0 10,3
20023013,8 2141,8 | 45,5 264,1 5624 71,1 1,5 8,8 18,7
20033059,8 2148,4 | 93,00 130, 688)4 70,2 3,0 4,2 22,5
20044534, 3501,5| 63,4 1124 8573 77,2 1,4 2,5 18,9
20055751, 5045,4 | 28,1 157,9 5202 87,7 0,5 2,7 9,0
20066160,0 5211,4 | 114,4 176,2 | 658,0 84,6 1,9 2,9 10,7
200710850,9 7999,6 | 144,8 321,8 | 2384,/ 73,7 1,3 3,0 22,0
200811994,2 7264,0 | 336,9 115,4 | 4277,9 60,6 2,8 1,0 35,7
20097949,9 5169,4 | 127,01512,9(1140,6 65,0 1,6 19,0 14,3
20108045,5 4775.2 | 87,00 2411,4771,9] 59,4 1,1 30,0 9,6

Source: developed by authors using [1].
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The share of funds from the state budget for fimapennovations is very
small and amounted to 1,1 % of the total volume&@®i0. It is connected with a
complicated situation of filling the budget, preserf lacks its planning, and lack of
clear understanding of the effectiveness of rapid directed policy of innovative
development.

Moreover, the growth of external debt of Ukraingreasing the sum of state
budget for debt service and cover the public detiecrease the amount of money
that could be directed to stimulating innovativeelepment.

The share of sales of innovative products in tegédés was 9,4 % in 2000, and
in 10 years it decreased to 3,8 %. Such reductiamare than 2 times contradicts
global trends of development. Ukraine does not comgort by export of high
technology products, and today our country is tetdgically depended on old
technologies, which in advanced economies go tootter. As the result, highly
developed countries receive additional financiabotgces for further rapid
modernization and constant retardatdmour country [1]. Exceeding of imports over
export its high-tech products is a consequenceolitips stimulation of innovations,
which had not the complex character.

The development of venture capital investmentskraitie can be divided into
two stages: the dominance of foreign capital arddbminance of domestic capital.
The first stage began in 1992 with the creationvefture fund «Ukraine». The
second started with adoption of the Law of Ukrak@n collective investment
institutes»2, p. 594-595].

In Ukraine, the first steps of implementing thenpiples of venture business
were started not to finance the initiative of eptemeurial projects. It was made to
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overcome the crisis and increase the efficiencyrofatized enterprises, however,
may be one of the areas of venture capital.

It was invested approximately 50 million dollarsUkrainian internet projects
during the period of 2005—-2011lt is very small in comparison with other countries
and spite of great potential of Ukraine in thiddidn Russia, for example, there was
invested in Internet technology almost 500 milldwilars in 2010. It is invested in
high-tech direction about 5 billion dollars annyah Europe. And nearly 24 billion
dollars — in the United States of America. Nowadagl/ seven venture funds are
considering investments in Ukrainian internet pectgein the early stages of
development: «TA Venture», «ABRT», «Decarta CapjtakEventure Capital
Partners», «Mangrove», «Runa Capital», «Almaz @bpjil].

Investment declarations of asset management coepardicate that the main
areas of investment include construction, tradesltand tourism business, insurance,
informatization. So, Ukrainian venture capital @ focused on innovative projects,
industrial parks and technopolises. Moreover, doimesenture funds are
characterized by large-scale optimization of taafi/].

According to official estimates of the Ministry &conomy of Ukraine, the
market of venture capital is approximately 400 iorldollars. At the same time the
potential amount of venture financing is determiaeé@00 billion dollars [10]. Other
words is possible of its growth in 2000 times.

Venture infrastructure should be defined as agdeegaechanisms that
contribute to optimization movement of financiakterial, labor and other resources,
and provide the effective implementation of thegaiss of venture financing [5].

Domestic venture infrastructure emerged with thepsut of international
financial organizations, including the European IBafor Reconstruction and
Development, which created a regional venture fuardb private equity financing in
some countries, in particular Ukraine and Russisere acted as a co-investor (for
instance, «Evroventures Ukraine»).

World experience shows importance prevailing tetmo parks, business
incubators and venture funds to encourage innavaBut there is no relation to
Ukraine. Thus, according to the survey of the Migi®f Education and Science in
Ukraine in 2009, the role of technology parks restlito an absolute minimum: in
2000 there were 108 current projects technologkspand in 2009 — only 17 [3].

This negative trend only distances Ukraine fromplespectives of innovation.
Comparing the venture infrastructure of Ukraine tandel, the state, which is several
times smaller in population and territory, we cae ghat Israel has made great
breakthrough in the way of effective developmenidd atommercialization of
innovations in recent years. Thus, Israel has #mer incubators for technology
initiatives and 23 incubators, and 26 high-techustdal parks [13].

Stock market plays an important role for effectinglementation of venture
financing, which should provide an opportunity iglitpublic offering of innovation
active firms. Besides, the state of the stock ntaika unique indicator of favorable
investment climate in the country.
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It is current to create electronic exchange stapiagects for effective venture
financing in domestic startups. This could leadatoew level cooperation between
investors and owners of perspective startups.

So, venture infrastructure, which is a combinatioh technology parks,
business incubators, centers of technology trans@mture funds in Ukraine only
start development. It is not enough extended suppdrastructure such as
conducting venture capital fairs, competitions ahavation projects, scientific
conferences etc.

In building an innovative state taxation plays @iémg role. According to the
9-States of OECD, 10 % tax privilege leads to iasesl investment in research and
development to 1 % in the short and 10 % in thg kenm[6].

According to rankings by ease of paying taxes tmmemies around the world
Ukraine sets 181 place from 183 countries. Ukrdnas such rankings: ease of pay
taxes — 181", tax payments — 183time to comply — 172and total tax rate — 149
The total amount of tax payments is 135, timeaimly all taxes is equal 657 hours,
total tax rate is 55,5 % [12].

The restrictive thing to build an innovative ecoryoai Ukraine is a large tax
burden on capital and human resources. This Situa&presents destructive impact
on business development in general, and especradlydevelopment of innovative
business areas, as the most vulnerable and sensitiv

The new paradigm of world business, which stanelbping in 1980-1990, is
characterized by global sourcing and distributegensive direct foreign investment,
and the development of technology and industry tetas There old and new
globalism exist. Old globalism based on the sed&ocHow factor costs. Money is
invested in regions with low-cost land and laborserve as export platforms to
produce high-volume commodity products. New glaralihas some differencies. It
Is based on the search for the best locations &b high-value, specialized, and
innovation-related activities. In this case, busses invest in regions to gain access
to specialized workforces, research and developnerhmercialization capacity.
Very important is the unique business infrastruet{tt5]. Towards building the
innovative economy in Ukraine is very importanetggage with the new globalism.

In the context of dynamic growth of innovationsealing the most effective is
the experience of the United States of Americaabse that state uses scorer of
methods of research and development, funding teeeisyof grants and contracts for
research projects. This approach enables you todache most difficult theoretical
problems of hundreds of thousands of its own anmgidga scientists. Thus, the
institute was appropriated 14,9 billion dollars gove 37700 grants to research
projects in 2005. At the same time increased tYeeage amount of subsidies under
the research project. The United States of Ameeceourages development of
venture businesses, small innovative firms of gdien achievements, the
development of biotechnology and technology transie@ many industries,
encourages participation in inter-university progsa especially in conjunction with
the ministries of defense, energy, national sec{®it

The mechanism systemic development of knowledgmgitve industries is to
replace budget allocations for additional financmgchanism of applications and to
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finance private venture funds. The effectivenesshif method has shawed by the
experience of the United States of America, Finjasichel.

Performance incentives for the development of iations in Israel, USA and
Japan confirmed their position in the Global inntawas Index, which calculated for
125 countries. Ukraine occupies only 60 rank (T&ble

Table2
Comparing of rang results of Ukraine, Israel, United States of America,
Japan on innovation development

United
| srael Japan Sates of Ukraine
America
Global Innovation 14 20 v 60
Index
Institutions 46 20 15 103
Human capital ang
research 2 20 13 40
Infrastructure 25 13 14 101
Market
Sophistication 17 19 4 o4
Business
Sophistication 13 14 15 45
Scientific Outputs 4 13 5 40
Creative Outputs 37 65 24 70
Source: [14].

Close cooperation of science and business is kagctmnology transfer. This
should be carried out simultaneously with the ragidwth of the role of human
capital in production processes. This leads to ractlidependence of economic
progress and social development.

The negative stands weak intellectual capital gjscompetitive advantages
and resources integration of small innovative fimmith large businesses in high-tech
industries. According to the Organization for Ecomo Cooperation and
Development on the part of small earch and devedop20 % of all innovations
created more than 50 % of all innovative entergrisehighly developed countries
account for 30 % of the respatents, despite thietlfeat the share of expenditure on
innovation approximately 4-5 % [4].

The financial crisis has demonstrated the vulnétabof the economy of
Ukraine by the dominance of «raw» areas, significl@pendence on the price on
external markets, energy inefficient productionsabscence of fixed production
funds, undeveloped internal market. To avoid suubcks in the future should the
most improved institutional environment and promibie growth of competitiveness
of domestic enterprises not only in national, dsb an foreign markets, including by
increasing their innovation with the use of ventiimancing.
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Conclusions. Venture financing is the process of venture cépitasing (the
sum of financial, human and intellectual resources)ch has risky nature and often
invests in securities of emerging companies. Theseas the inability of traditional
financial mechanisms to ensure effective implenteriaof high-risk projects. In
most cases, companies that attracted venture kapaaide output and 6
technology waves. Foreign experience shows thatuverfinancing stands high-
quality tool for development and implementationirofovations, also provides their
commercialization. Besides, ensures a diversiboatf intellectual resources. One of
the biggest advantages is its complexity impact.

In Ukraine, decreasing trend of determinants fapwration development, such
as funding fundamental researches from the budgetction number of scientists,
and others are prevailed. Venture financing of viative activity in Ukraine is in the
making. Activities of venture funds in Ukraine hascrucial role in the development
of innovations. This is due to the fact that doneegénture funds do not have the
priority of investing in highly risky projects, bagse at the present state of the
Ukrainian economy has a number of traditional indes, which can provide
enormous profits. Foreign venture funds are noty vactive as the venture
infrastructure is undeveloped.

Nowadays it is not enough effectively operate apasse elements of
innovation infrastructure in Ukraine as venture nehis leads to an even greater
gap from world leaders — the United States of Aogerdapan and Israel.

Venture funding could develop into immature ingidoal environments and
provided a minimum level of protection of intelleat property. However, its active
application requires a number of incentives, inglgdax. Taxation prevailing values
to stimulate innovations in general and of venttapital as a means of innovation.
This confirms the U.S. experience, where developetbmplex system privileged
taxation of corporate income tax, the use of acatdd amortization and other
methods.

In order to promote innovation, foreign direct istraent, close interaction
between science and industry should establish tnduparks in Ukraine, which is
the most common type of special economic zonekanntorld. Also need to use the
positive world experience of technological inculbgatannovation consortiums and
innovation clusters. Because more often absorb&ntenture capital is the small
technology firms so stimulate their activity sholdd one of the areas of public
policy. Small technological firms have several atages: flexibility,
competitiveness and innovation. Their activities gaovide a quick breakthrough
technologies. In addition, they are able to providehnology transfer and to
cooperate with research institutions.

In promoting the development of venture financing iimportant to take into
account the regional aspect. There have alreadyeiithe complex infrastructure for
commercialization of innovations through venturafcing in some regions.

Institutional priorities towards the activation uging of venture capital should
be creating the National Venture Capital Assocratio Ukraine and the National
Venture Fund, which carry out organizational aninmation functions, creating a
nationwide electronic exchange startup projects.
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Haanoxk T.M., 3a0oposcun JI.A.
Benuypne ¢hinancysannn innosauiiinoi dianvnocmi ¢ Ykpaini

Y cmammi oocniooceno npoyec eeHuypHo2o (iHAHCYBAHHA K CIMUMYIIOIOYULL
¢axkmop inHOBayiliHO20 po36umKy Yxpainu. Busnaueno OCHO8HI npobOremu, wo
CYNPOBOONCYIOMb GeHUYPHEe (DIHAHCYB8AHHS 8 YKpaiHi ma ix 6niue Ha BNPOBAOICEHHS
innosayiu. Taxooic 30iliCHeHO aHaAli3 PIBHS PO3BUMKY 8eHUYPHOI IHpacmpyKmypu.

Knwuoei cnosa. eenuypne ¢hinancysanHns, 6enuypHa IiH@pacmpykmypd.
IHHOBAaYIL.

Haanoxk T.M., 3a0oposcuan JI.A.
Benuypnoe ¢punancuposanue uHH06aUUOHHOU 0eamenbHOCMU 8 YKpauHe

B cmamve uccnedosan npoyecc 6enuyypHo2o  uUHAHCUPOBAHUA  KAK
cmumynupylowuti  pakmop UHHO8ayUoOHHo20 pazeumus Ykpaunvl. Onpeodenensvi
OCHOBHble NpoOIeMbl, KOMOpble CONPOBONCOAIOM GeHUYPHOEe (QUHAHCUPOBAHUE &
Vkpaune u ux enuanue Ha eneopenue unHosayuti. Takdce nposedeH aHaiu3 yposHs.
Ppazsumusi 6eH4ypHOU UHDPACMPYKMYDbL.

Knioueevle cnosa. senuypnoe punancuposanue, 6eHuypHas inghpacmpykmypa,
UHHOBAYUU.

llasnox Temsana Mukonaiéna — KaHaUAAT €KOHOMIYHMX HAYK, IOLEHT Kadenpu
CTaTUCTHKUA Ta €KOHOMIYHMX METOJIIB B €KOHOMIIll HalliloHallbHOro YHiIBEpPCHUTETY
HIIC Ykpainu.

3aoopoorcna Jlina Aoamiena — wmarictp xadenpu ¢dinanciBs HamionamsHOTO
yniBepcurety AIIC Ykpainu.
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