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ATTRACTION OF THE EUROPEAN VENTURE INVESTMENT
TO THE UKRAINIAN IT-SECTOR

Ph.Dcandidate ireconomicsVolodymyr Buzhan
Department of Economic HIS#®8JJ Institute for EconomicE@mdasting
Ukraine

This article investigates the key sources of venture capital. The causes
of the low position of the Ukrainian IT are defined, as well as the analysis
of current IT-sector development. The article defines potential European
investment partners and the key sources of venture capital within European
countries.

Relevance of this problem is defined by the international investment
processes which act as a driver of the integration and globalization
processes. Today Ukraine holds weak position in competitiveness rankings
and investment climate is characterised by high level of uncertainty and as
a result high risks. As IT projects possess high level of risks venture capital
is the most attractive option in financing this kind of projects. Free Trade
Agreement between Ukraine and EU that includes investment cooperation
is an important favourable factor in attracting foreing capital and european
venture capital in particular.

The key competitive advantage of the Ukrainian IT-sector on the global
market is a large number of highly qualified specialists and relatively low
wages, which is 4 times lower than in USA. However, during the last 10
years over 50 thousand IT specialists immigrated from Ukraine. That
implies significant potential losses in export potential and tax contributions
to the budget. Within the next 5 years over 100 thousand specialists will
graduate from Ukrainian universities and over 70% of the current IT
specialists on the Ukrainian market consider to immigrate to another
country. Attraction of foreign venture capital will leader to a more rapid
development of the IT-sector, create new workplaces, stimulate the
technological development and increase the export capacity that will
consequently have a positive impact on the macroeconomic stability.

Table 1
Structure of the raised capital by the Venture Funds in EU
(by the major contributors)

Source of Investment Share%
Government agencies 33.8
Business Angels 16.1
Investment Funds 8.7
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Pension Funds 7.8
Corporate funds 6.5
Family offices 4.0
Insurance companies 3.1
Donations 2.3

Banks 2.2

Sovereign Investment Funds 1.7
Academic Sector 0.3

Source: Ukrainian Association of Investment Business [1].

The developed countries of the European Union such as Germany,
France, Sweden, Denmark have a highly developed venture capital market
and a very advanced startup-network in which the state and educational
institutions take part. In general, the state is a source of funding for young
projects in a different form up to 36%, which allows more projects to go
through the initial stages.

Key selection process criterias in finding the potential european veture
partners and investors:

1. Amount of Funds under Management.

2. Diversified portfolio of the company.

3. Deep expertise and strong base of experts/mentors.

4. ¢Cyjdzs dzO ¥ dzOdzhizeo Odzdz fesjCl' o,

MisOH " w3,
5. Focus on Emerging Markets and countries with transition economies.
As a result of carried out research it has been defined the most relevant
European VC Funds that may be considered as attractive partners in
establishing Ukrainian VC Fund with a focus on Ukrainian startups.

Table 2
Selected European-based venture capital funds
Amount
Venture of Funds
) Managed Characteristic of the key European venture capital funds
Capital Fund
(mIn. US
dollars)
Interest in
Diversified Base of Early-stage emerging
) experienced startups markets and
portolio : ! e
mentors financing transition
economies
DN Capital 200 + + - -
Bridge
ventures 201 } * + )
Scottish
Equity + + + +
Partnership 228
Partech
Ventures 240 * * * M
Rockaway
Capital 260 * * + M
North Zone
Ventures 325 * * * )

Source: European Venture Capital Association [2],[3],[4].
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Attraction of the european venture capital will lead to significant increase
in early-stage startups financing and will give an opportunity to imrove the
level of the professionalism in the new industry that is still at the very early
formation stage in Ukraine. Suggested list of European venture capital
funds satisfies the current needs of the Ukrainian venture capital market to
finance early-stage startups and will help to discover the potential of the
Ukrainian IT-sector.
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INTERACTION OF THE STATE, BANKING AND REAL
SECTORS OF THE ECONOMY PROBLEM PARTS

PhD.Kryshtal Halyna Oleksandrivna
Raiffeisen Bank Aval
Ukraine

Interaction of the state, banking and real sectors of the economy
problem parts: asymmetry of goals, information and behavior of subjects;
changes in the conditions of domestic and foreign markets, outflow of
capital abroad; structure of the investment portfolio of long-term
accumulation funds; inconsistency of economic policies; tightening of
monetary and banking policies; policy of external resource independence.

World experience shows that the improvement of the institutional
infrastructure of the banking system is ensured both by the efforts of the
state (legal) and private business (informational and institutional). Banking
and real innovations are characterized by significant contradictions in the
position of motives and the period of their initiation within the cyclic stages.
In this case, the emphasis should be placed on regulatory innovations, the
action of which should be directed to a combination of the period of
implementation of banking and real innovation at the stage of economic
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growth, which is appropriate in the face of limited budget funds and
passivity of banks in crisis years [1; 2].

At the same time, this shift in the emphasis in the area of initiating
regulatory innovations within the key stages of the economic cycle is aimed
at reducing the extra opportunistic sentiment of banks during the economic
boom and stimulating their participation in priority sectors of economy and
industry, including high-risk, and the banking reflex expectations of support
States during periods of recession and crisis should be replaced by
independent activity and increased responsibility.

References:
1. Mishchenko V.I., \Btaska N.H. Bankivski operatsii : pidruchnyk / za red. V.l
Mishchenka, N.H. SlavianiskoiZnannia, 2011S. 727. (Ukrainian)
2. Upravlinnia vidsotkovym ryzykom / T.Bludova, P.Harmydarov //-Z30¢k NBU
- 1-8.3435.(Ukrainian)
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