nepxkanux ¢inanciB (High Council on Public Finance — HCPF), 3aBpanHsM sKOI € MOBEPHYTH
CTablIbHICTD, aJke BOCTAHHE NpodiuuTHUi OromkeT kpaiHa Mana y 1974 poui [4, ¢.118]. Vci Buau
IUIAHY BaHb € CEPEIHBbOCTPOKOBHMH, [I0 YOO MparHe i YkpaiHa.

Takum uymHOM, AOCBII AAHHUX KpaiH MOKa3ye MOBHY HE3aJIeXKHICTh 1 BIAHOCHY cBOOOMY
MiCLEBUX OIOJUKETIB BiJl AEP>KABHOTO, a TAKOXK BapiaHTH BUPILIEHHS TakuX mpobneM B YKpaiHi, sk
Hee(peKTHBHE MIKOIOJPKETHE BHPIBHIOBAHHS Ta HENOCTATHICTH BJACHUX KOLUTIB Y CTPYKTypi
IOXOZIB MiCLIEBUX OIO/IXKETIB.
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TYPES OF INVESTORS WHILE OPERATING WITH START-UPS

In recent years startups have become one of the most popular forms of business. Probably
every famous international company some time ago was a startup. The common feature for all
startups at the very beginning is the shortage of capital so that entrepreneurs have to raise capital
either from banks or from investors. The problem with bank loans is that startups are too high-risk
investments and banks refuse to work with them. The other ones, investors, are looking for a reward
that is higher than average on the stock market, so that’s why startups are rather interesting for
them. They usually use IRR (internal rate of return) to discover how profitable the business possibly
maybe which includes the estimation of the idea’s uniqueness, the reliability of the business plan
and whether all the risks are considered [1]. However, there are different types of investors, each of
whom has its motives and reasons for investing.

Love money. One of the best available sources of patient financing is Love money. This
concept considered as the capital which is borrowed from relatives or friends to an entrepreneur to
start a business venture, especially small start-ups. Instead of formulaic risk analysis, this procedure
of adoption and the agreement terms are most often based on the relationship between the two
parties. Before that, the entrepreneur should realize that family and friends are not always able to
provide him with a great deal of capital, they may want to be co-owners of a business and a
business relationship with relatives or friends should be serious and efficient [2].

A statement “patient capital” means that money will be given back later when the business
profits will increase. According to the annual entrepreneurship activity research project, the Global
Entrepreneurship Monitor, a large number of entrepreneurs all over the world make use of such
kind of capital source. Moreover, the repayment expectations of these "informal investors" are more
long-term and flexible [3].

Business-angels. Business-angels, also called as a private investor, seed investor or angel
funder, are usually wealthy individuals or retired company executives, who can invest money in
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small start-ups owned by other entrepreneurs and do not insist on immediate payback. Nevertheless,
in exchange for providing financial backing, they want to have ownership equity in the company. In
some cases, investors hold the position on the board of directors and assurance of transparency.
Angels tend to finance the early stages of the business with investments in the order of $25,000 to
$100,000 [4].

Investors can provide start-ups with a one-time investment to help the business get off the
ground or with ongoing one for its support and fast development in the initial stages. Consequently,
angel investors are focused on helping start-ups take their first steps, rather than the possible profit
they may get from the business. They are the opposite of venture capitalists. [5]

“Angel investors are normally individuals who have gained "accredited investor" status but
this isn’t a prerequisite. The Securities and Exchange Commission (SEC) defines an "accredited
investor" as one with a net worth of $1M in assets or more (excluding personal residences), or
having earned $200k in income for the previous two years, or having a combined income of $300k
for married couples.” [6].

Venture capitalists. In contrast to business-angels, venture capitalists (or shortly VCs) are
private investors or limited partnerships whose motive for investing is generally high profit.[7]
They are looking for promising startups that are expected to have a huge return rate. “Venture
capital investments in businesses are typically for the long term (the average is from five to eight
years). This is normally how long it takes for a young business to mature to the point where its
equity shares have value and the company goes public or is bought out. VC firms expect returns on
investment of 25 percent or greater, given the risk profile of the companies they invest in.” [8]
Moreover, VC’s rarely invest in the companies that are only on the planning stage - they are more
interested in a business that has already created its vision and is ready to enter the market. Target
areas for venture investing are hi-tech companies, medical and biological business, etc. “According
to an article published in 2018 by Inc., only 0.62 percent of startups were able to raise VC funding
in 2017.7[8]. Venture capital, which may include not only money but all kinds of resources that
may be needed, is exchanged on stock ownership which allows the partnership or the private
investor to get profit proportional to the amount of investment and take part in the decision-making,
even to have a place on board of directors. Stakeholders are allowed to object to the strategy of the
company or to change its guidance if they consider it unprofitable.

Such an investment is obviously in high-risk category that’s why venture limited
partnerships are more common among this type of investor. In this form of organization general
partner, who is the main decision-maker, has unlimited liability while limited partners are liable
only according to their part of the investment. Therefore, they divide not only profit but risks in
case of damageable failure which has high rates while talking about investing in startups.

Taking into account all these factors, we can reach the conclusion that healthy development
and extension of startups are closely connected with financial backing. Not all the types of investors
were mentioned, though the most common ones. After researching, we would like to claim that
most investors in Ukraine are business-angels, the majority of whom are foreigners, but also not
ruling out Ukrainian angel-investors. As it was discovered, angels tend to finance the early stages of
the business with investments in the order of $25,000 to $100,000, while venture capitalists prefer
larger investments, in the order of $1,000,000. Besides, love money is the easiest way of getting
investments, although it is not as effective as the other two.
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BILJINB ITPSIMUX THO3EMHHAX THBECTUIIA HA EKOHOMIYHE 3POCTAHHSA

[Ipsimi iHO3eMHI 1HBECTHINI OOBOJI HYAacTO 3TaAyrOThCs, SIK OOWH 3 OCHOBHHX (DaKTOpiB,
CIPOMOKHUX 3MYCHUTH €KOHOMIKY KpaiHH-pelHIie€HTa 3pocTary wBHAmuMu Temnamu. Ocobmuso
sl TeMa akTyajbHAa Ui KpaiH, L0 PO3BHBAIOTHCS 1 HE MAKTh BEIHMKOrO OOCArY BiJIbHHX
¢binancoBux pecypciB. Takox mpsMi iHO3eMHI 1HBECTHULIT BiIrParOTh BAXKJIMBY POJIb y roOami3arii
€KOHOMIYHOTO MPOCTOPY TOMY, IO Taka (popMa iHBECTHUIIII O3HAUAE, WO LiIb Cy0'eKTa-pe3nuieHTa B
OIIHI ¥ €KOHOMIIll — OTPUMATH TPUBAJIUI IHTEPEC O MiANPUEMCTBA PE3UAEHTA B 1HIIINA ekoHoMiL [1
¢c. 93]. TakuM YMHOM MOCHITFOIOTECS 3B’ SI3KH, YaCTO MiK KpaiHaMH 3 Pi3HUM PIBHEM PO3BHUTKY, TaKi
BiTHOCHHH MOXYTb OyTU B3aEMOBUTITHUMH III O00X.

IITe Amamom CmiToM OyJIO BCTAHOBJIEHO 3aJIC)KHICTh HACHYEHOCTI €KOHOMIKHM TpPOLIMMa Ta
miHoro rpornedi, a JI. Pikapmo mucaB mpo AOpPEYHICTh PyXy KamiTany B KpaiHHW, NI€ BHUTPATH Ha
BUPOOHUIITBO HIKYI, HA KOPUCTH 11poro [k, CT. Minb cTBEpaKyBaB, 110 HOpMa NMPHOYTKY BHINA B
KpaiHax, 1o OiHiIIi ajie BUCOKa MPUOYTKOBICTh MOXE IMOKPUTH PH3HMKH BiJl BKJIAIEHHS B HUX [2; 3
c. 27-31; 4]. 1li imei kIacHYHOI €KOHOMIYHOI LIKOJM € aKTyaJbHUMH i CbOTOMHI, ajie BasKJIHBO
PO3YMITH, IO KJACHKHM TOBOPWJIM MPO PyX KamiTajdy B OijblI IIHPOKOMY PO3YMiHHI HiK MpsiMi
1HO3€MHI 1HBECTHLIII.

Ioptep y cBoiii npami 1990-ro poKy Big3HA4MB Ba’KJIMBICTh KOOMepauii MiAMPUEMCTB, SIKi
MalOTh YaCTKy 1HO3EMHOTO KamiTany 3 MiCHEBUMH BHPOOHUKAMH, TAKMM YHMHOM HAaJaroIKyHTbCs
BUPOOHMUYI 3B’SI3KHM, SIKI ITO3UTHBHO BILUIMBAIOTH HA €KOHOMIKY B LIJIOMY, aJ’k€ BCEPEAMHI KpaiHU
3pocTac MOMUT Ha CHUPOBHHY. Ayie ocHOBHuI Bkiany M. Iloprepa — 1e Teopis KOHKYPEHTHHX
mepesar, BiH BHJUINB HOeKiIbka (akTopiB, sKki (popMyBajnu mnepeBard rajay3eidl EKOHOMIKH:
e(exTuBHICTb (HaKkTOpiB BUPOOHUIITBA, XapaKTEePHI OCOOIMBOCTI MOMUTY, MOKJIMBICTb KOomepariii 3
MiceBumu mignpueMcteamu [5]. HasBHICTD Takux mepeBar poOWTh rajy3b OlJIbII MPUBAOIUBOKO
IJ 1HBECTYyBaHHA. 3a TaKMX yMOB MOXKHa BHIUINTH HACTYIHI €Tald PO3BHUTKY 1HIYCTpiajizawii
eKOHOMiku: 1) KpaiHa IMIIOPTY€ TOBapH HAPOTHOTO TOCIOAAPCTBA, a E€KCIOPTY€E OLNbIIN MPOCTI Y
BUPOOHHLTBI MpauneMicTki TOBapHu abo Ti, ki MOKHA Ha3BaTH KBa3iKarliTaJOMiCTKUMHU, TOOTO Ti, sK
BUITy CKAIOTHCS 32 3aCTAPLINMU TEXHOJIOTISIMH, a TAKOXK XapaKTepHHUM [JIsl LIbOTO €Tary PO3BUTKY €
€KCIIOPT CHPOBUHY, 2) HACTYIIHUM €TallOM € 3aJ0BOJIEHHsSI BHYTPILIHbOIO TMOMUTY 3a PaxyHOK
30LIbILIEHHS] YaCTKY BITUU3HSIHOTO BUPOOHMKA, TOOTO ypsia MPOBOAUTH MPOTEKLiHY MOJITHKY a0u
3aXMCTUTH HAIOHAJILHOrO BUPOOHMKA BiJ iMIOPTHOI IPOAYKLIi, sSika BCe LIe OLIbII KOHKYPEHTHA,
OfHAK AJs1 UbOro HeoOXiAHO 30LIBLIMTH IMIIOPT KamiTaJOMICTKOTO TOBapy, sIKHil Oepe y4acTb y
BUPOOHHUUTBI, 3) miciad HBOrO NPORYKIiS BITYM3HSIHOIO BUPOOHMKA CTa€ KOHKYPEHTHOIO, MIO
T03BOJIsIE 301IBLTUTU EKCTIOPT; 4) OCTAHHBOK JIAHKOK PO3BUTKY 1HAyCTpiasi3allii €eKOHOMIKU CTae
30LIbLIEHHS YaCTKU KaIiTaJOMICTKOI IPOAYKIi Ta ii €KCIIOPT, HATOMICTh BUPOOHULTBO CIIOKHBYHX
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