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FINANCIAL INSTRUMENTS IN THE
DEVELOPMENT OF BUSINESS INNOVATIONS

ABSTRACT

This article analyzes the role of financial instruments in supporting and stimulating busi-
ness innovations, considers venture financing, lending, crowdfunding and other mech-
anisms as key levers for the development of innovative projects and startups. The pur-
pose of the study is to identify and analyze the factors that make certain financial in-
struments more effective in supporting innovation. The advantages and disadvantages
of each instrument are considered, and their ability to adapt to the changing business
environment is discussed. The article utilizes a variety of research methods, including
literature review, case studies, and comparative analysis, to provide a comprehensive
view of the topic. The study shows that venture capital investments often provide not
only capital, but also valuable knowledge, mentoring, and access to a network of con-
tacts. The results indicate that traditional bank lending is often inaccessible or insuffi-
ciently flexible for innovation-oriented companies due to the high level of risk. However,
specialized loan programs, such as government guarantees and subsidized loans, can
increase the availability of credit for innovative projects. Crowdfunding is an effective
tool for validating market demand and raising initial funding, especially for projects that
go beyond traditional investment models. The results emphasize the importance of fi-
nancial innovations, such as fintech solutions and digital currencies, which can simplify
access to capital and reduce transaction costs for innovative enterprises. One of the key
challenges is the divergent understanding of risk between investors and innovators. The
article emphasizes that bureaucracy and complexity of processes for obtaining financing
can significantly slow down or even stop innovation initiatives, and the flexibility and
adaptability of financial instruments are key to effectively supporting innovation, espe-
cially in the context of a rapidly changing market and technological progress. These
results provide important insights into various aspects of innovation financing and can
be used to develop more effective strategies and policies in this area.

Keywords: financial instruments, business innovations, venture capital financing,
lending, crowdfunding, innovation process, startups, financial innovations
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INTRODUCTION

In the era of rapidly changing technologies and innovations, the role of financial instru-
ments in business development is becoming particularly relevant. How efficiently and
flexibly companies can use financial resources directly affects their ability to adapt to
market changes, implement innovations and ensure sustainable development. Modern
companies are increasingly aware of the need for sustainable development and corpo-
rate responsibility. Innovations in the areas of ecology, energy efficiency and social
responsibility require significant investments, which can be provided through various
financial instruments. In this regard, the study of the role of financial instruments in the
development of business innovations is relevant and necessary to understand current
trends in business, finance and innovation development. Promoting and creating a fa-
vourable environment for companies' innovation activity is becoming an extremely im-
portant task. In different parts of the world, this goal is recognized as one of the key
political priorities. Many countries, in addition to direct funding for R&D through grants
or public procurement, provide tax incentives to innovative companies. These compa-
nies often find themselves in a high-risk situation. However, innovations can enhance
the economic efficiency of enterprises and help them recover faster from economic
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shocks. Thus, it is important for the state not only to support but also to intensify the innovation activity of small and
medium-sized businesses.

LITERATURE REVIEW

The effectiveness of tax instruments to stimulate business innovation is often discussed in academic papers. B. Hall exam-
ines the political aspects of tax incentives, analyzes the potential effectiveness of such instruments, and reviews the
empirical evidence of their actual impact [1]. Particular attention is focused on two key and most studied incentives: R&D
tax credits and super deductions, as well as IP indices (a discount on corporate taxation of income from patents and other
intellectual property). R. Thomson [2] and K. Kozmey and M. Rusu [3] emphasize the need for a deeper analysis of the
effectiveness of tax incentives for R&D and the development of a tax strategy aimed at supporting innovation. The study
of the national tax strategy indicates that there are no tax incentives for innovative small businesses. State assistance to
small businesses in the field of taxation is focused on one mechanism - the simplified taxation system, which, although
systemic, has its drawbacks [4]. The purpose of financial services available through digital platforms is to contribute to
poverty reduction and promote financial inclusion goals of developing economies [5]. Ideally, there are three key compo-
nents of any digital financial service: a digital transaction platform, retail agents, and the use of a device, most often a
mobile phone, by customers and agents to conduct transactions through the digital platform [6]. An analysis of the scien-
tific literature shows that the aspect of assessing the effectiveness of tax support for innovative businesses requires more
attention. This emphasizes the need to identify the most effective mechanisms of tax incentives for innovative businesses
that are already in place.

AIMS AND OBIJECTIVES

The aim of this article is to analyze the role of financial instruments in the development of business innovation. This means
that the main focus of the article is to consider various financial mechanisms, their effectiveness and their impact on
supporting and stimulating innovation in the business sector. To achieve this goal, the following objectives were identified:
review of various financial instruments; analysis of the impact on innovation processes; assessment of challenges and
constraints; recommendations for enterprises.

METHODS

To conduct a comprehensive analysis of the role of financial instruments in the development of business innovation, the
following research methods were used in this article. Literature analysis: a review of academic literature, scientific articles,
publications, and other authoritative sources that focus on financial instruments and their impact on innovation develop-
ment. This method allows to collect and synthesize existing theoretical and empirical knowledge on the topic. Case study:
analysis of specific examples of companies or startups that have successfully used financial instruments to develop inno-
vation. This method helps to understand the practical application of theoretical concepts. Statistical analysis: using statis-
tical data and reports to assess the trends, effectiveness, and impact of various financial instruments on innovation. Expert
surveys: soliciting the opinions of experts, financial analysts, and entrepreneurs through interviews or surveys to gather
in-depth insights and professional assessments. Comparative analysis: comparing different financial instruments, their
characteristics and their impact on different types of businesses and innovative projects. The use of these methods allows
us to conduct a comprehensive and objective study, ensure the scientific validity of the analysis, and provide readers with
a deep and multifaceted understanding of the role of financial instruments in the development of business innovation.

RESULTS

Financial instruments play a crucial role in fostering innovation by offering the capital and resources needed to develop
and deploy new ideas, technologies, and products. Below are the main aspects that emphasize the role of financial instru-
ments as an enabler of innovation:

1. Venture capital financing: This is one of the key instruments supporting the early stages of development of innovative
projects, especially in the case of start-ups. Venture capitalists provide not only capital but also strategic support and
mentoring. Venture capital provides access to risk capital for startups and innovative companies, which often find it
difficult to obtain traditional financing due to the high level of risk and uncertainty. Venture capitalists provide not
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only funding but also valuable expertise, business connections and strategic support, which is critical for the
successful development of innovative projects. Because of their willingness to invest in risky projects, venture
capitalists stimulate the development of new technologies, products, and business models. Venture capitalists often
prepare companies for an initial public offering (IPO) or sale, which can be the culmination of a company's growth.
Venture capital financing contributes to the development of innovation ecosystems by creating conditions for
interaction between startups, investors, research institutions and corporations. As a result, venture capital financing
plays a critical role in stimulating and supporting innovation, providing not only financial resources but also strategic
support that is necessary for the successful commercialization of new ideas.

2. Lending and borrowing: Traditional bank loans can finance the development of innovations, although they often
require guarantees or collateral. For enterprises, this is an important tool for raising capital for the implementation
of innovative projects. Traditional lending and borrowing play an important role in financing innovation and business
development. These financial instruments provide companies with access to capital that can be used to implement
new projects, develop products, and improve technologies. Below, we will look at the key aspects and importance of
lending and borrowing in the context of innovation. For many companies, especially small and medium-sized
enterprises, bank loans are one of the main sources of external financing. It allows them to obtain the necessary
capital to develop innovations. The financial market offers a wide range of loan products, including short-term loans,
long-term loans, credit lines, and other forms of financing that can be tailored to specific needs and projects. Unlike
venture capital funding, bank loans often require collateral or guarantees. This can be a limitation for startups or
companies with limited assets but can be used effectively by established companies. Loans come with a clear
repayment schedule, which requires companies to plan their cash flow and financial management. Governments
often introduce special loan programs or guarantees to stimulate innovation by reducing interest rates or collateral
requirements for certain categories of businesses or innovative projects. The risks associated with defaulting on loans
should be borne in mind, which can lead to financial difficulties or bankruptcy. In summary, lending and borrowing
are important tools to support innovation by providing companies with the necessary capital to implement innovative
ideas and grow their businesses [1-2].

3.  Government funding: governments often offer grants, tax breaks, and other forms of support to stimulate innovation,
especially in key sectors of the economy or to support research in green energy, health, and technology.

4.  Crowdfunding: This is an innovative financial instrument that allows entrepreneurs to raise funds directly from a wide
audience via the Internet. It is especially effective for projects with a high potential for popularity among consumers.
Role in the development of business innovations:

= Democratization of financing.: Crowdfunding opens up access to finance for a wide range of entrepreneurs,
including those who may have limited access to traditional sources of finance.

= Market testing: it allows entrepreneurs to test their ideas on real users and collect feedback before mass product
release.

. Marketing support: Crowdfunding campaigns can serve as a powerful marketing tool, drawing attention to the
product and generating interest from potential customers.

= Community mobilization: they allow you to engage and mobilize communities around a specific product or idea,
creating a loyal base of supporters.

Challenges and limitations: dependence on marketing (the success of a crowdfunding campaign often depends on
the effectiveness of marketing efforts); limited time (most campaigns have a limited time window within which to
reach the financial goal); risk of not reaching the goal (there is a risk that the project will not raise the required
amount, which may lead to the failure of the campaign); piracy of ideas (submitting ideas in the public domain may
increase the risk of copying or pirating ideas). In general, crowdfunding is an innovative financial instrument that can
significantly contribute to the development of business innovation, although it has its own specific challenges and
limitations [3].

5. Stock market and IPO: Companies can use the stock market to raise capital by issuing shares. Initial public offerings
(IPOs) are often the key to innovative companies seeking to attract significant investment.

6. Private equity: Angel investors and private equity funds can provide important financing for innovative projects,
especially those with high growth potential.

7. Strategic partnerships: Cooperation with large corporations or strategic partners can provide not only financial
resources but also valuable experience, and access to markets and technologies.
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In light of this, financial instruments are critical to fostering innovation, as they provide the necessary resources for the
development, testing, production and commercialization of innovations. The effective selection and use of these instru-
ments can significantly increase a company's chances of success in a competitive innovation landscape.

After analyzing the research papers, we can note the active use of tax incentives in scientific papers. Based on this, we
can formulate the following hypotheses: 1) of all the tax support instruments, tax privileges are the most effective; 2) the
benefit of income tax privileges varies depending on the company's profitability; 3) the lowest recommended rate of social
and pension insurance contributions to stimulate participants in the innovation process correlates with the level of salary
[4-6].

In order to support or reject the first hypothesis based on the study of global experience in the field of tax support for
business innovation in recent years, we seek to identify the most effective means of such support. To create a model and
study the relationships between the variables, as well as to find out the joint impact of these variables on a certain existing
result, we will use the method of regression analysis. The multiple linear regression method involves determining a linear
relationship between a group of independent input variables and one output dependent variable.

To support scientific research in companies, that are unable to obtain loans or other incentives, many countries provide
reimbursements or similar benefits. Typically, these benefits are more generous to startups and small businesses than to
large corporations, as is the case in Australia, Canada, and France. However, in some countries, tax incentives for R&D
may be less generous to small businesses, especially when these countries provide tax rebates and preferential corporate
tax rates, as is the case in China and Croatia. In general, the rates of tax subsidies for R&D vary considerably across
countries.

Tax measures in favour of innovative enterprises may have their advantages, including potentially increasing the effec-
tiveness of incentives and reducing tax revenue losses. However, the potential benefits and costs of such policies should
be carefully weighed. When formulating tax initiatives, severe restrictions, such as minimum turnover or headcount, should
be avoided. Ideally, tax measures for innovative companies should be focused on the basic parameters of their activities

[71.

At the initial stage of creating an innovative product or idea, a company needs funding for research and development.
Since this activity is not profitable and involves the highest level of risk, it is reasonable to use the company's own resources
or try to attract investments from business angels. For example, to attract investment, you can contact the Association of
Private Investors, which is a full member of the European Business Angel Network (EBAN). A condition for receiving
investment is the availability of a detailed business plan, financial model, professional presentation, and willingness to
partially co-finance the project. It is important to note that this stage is crucial for the development of innovation activities,
as it can influence whether the innovation process can fully unfold or even survive a halt.

When a company implements its idea and creates a physical model of the product, it moves to the stage of innovation
transfer. At this stage, the risk is reduced, there are first calculations, the ability to develop a sound business plan, and
the company can consider participating in grant programs. In addition, you can consider options for attracting venture
capital and business angel investments. To raise funds, you can turn to resources such as the Ukrainian Startup Fund, the
Association of Private Investors of Ukraine, and the Ukrainian Venture Capital and Private Equity Association.

When an enterprise has a ready-made innovative product and potential customers, it moves to the stage of implementing
the innovation by creating a specialized small innovative enterprise, often called a startup. At this stage, private investment
and loans are added to the available means of financing. Starting from this stage, financing becomes more accessible,
especially due to the availability of a finished product and first sales. The company can make full use of budgetary, banking
and international financing programs. For example, these may include loan programs with government guarantees on a
portfolio basis, affordable loans at 5-7-9%, the EU4Business initiative, the Entrepreneurship Development Fund, and oth-
ers. It should be noted that obtaining loans may be accompanied by restrictions, such as the need to provide collateral for
affordable financing and high-interest rates [5].

At the stage of introducing innovations at an existing enterprise, when the company is preparing for mass production, new
opportunities for attracting financing are opening up. These opportunities include factoring, issuing bonds, corporatizing
the company, and entering the initiative operating markets (IOMs). Factoring services can be particularly useful for busi-
nesses that have deferred payments from their customers. The main benefits of factoring include increased competitive-
ness, optimization of working capital, accelerated growth and lower production costs. Ukrainian banks such as Raiffeisen
Bank, OTP Bank, Pivdenny Bank and others offer factoring services. It is important to note that financing tools can be
combined and expanded as they become more accessible to different types of businesses, and in the context of digital
transformation, such tools are becoming more and more common. In addition, to improve access to finance for Ukrainian
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enterprises, the state needs to raise awareness of the use of alternative financial instruments. The proposed theoretical
and practical approach to substantiating the choice of financial instruments to support business innovation allows for taking
into account different stages of innovation development and the use of both traditional and alternative financial instru-
ments.

To support R&D in companies that cannot obtain loans or other incentives, many countries provide compensation or similar
benefits. Typically, these benefits are more generous to start-ups and small businesses than to large corporations, as is
the experience observed in Australia, Canada and France. However, in some countries, tax incentives for R&D may be less
generous to small businesses, especially when these countries provide tax rebates and preferential corporate tax rates, as
is the case in China and Croatia. In general, the rates of tax subsidies for R&D vary considerably across countries.

Tax measures in favour of innovative enterprises may have their advantages, including potentially increasing the effec-
tiveness of incentives and reducing tax revenue losses. However, the potential benefits and costs of such policies should
be carefully weighed. Severe restrictions, such as minimum turnover or number of employees, should be avoided when
designing tax initiatives. Ideally, tax measures for innovative companies should be focused on the basic parameters of
their activities [3].

To create and study in-depth multivariate linear econometric models, we collected and systematized statistical information
for 37 OECD countries for 2020. OECD members follow a common methodology, which makes it an excellent tool for
analyzing and predicting economic trends.

We take the Global innovation index ranking (Y) as the dependent variable. The main advantage of this index is its ability
to cover all aspects of innovation activity in 129 countries. The main sources of international statistics are The World Bank,
the Organization for Economic Cooperation and Development (OECD), the International Telecommunication Union, and
the Executive Management Questionnaire, which is organized annually by the World Economic Forum. This index also
allows us to assess innovation capabilities and infrastructure conditions to support innovation.

The following indicators were selected as independent variables: Deferred income tax payments (X1), Deferred value-
added tax payments (X2), Deferred payments to social and pension funds (X3), Deferred local tax payments (X4) and Tax
rebates (X5). These tax incentive measures are used in the context of economic strategy and are described in the publi-
cations of the Organization for Economic Cooperation and Development (OECD).

Indicators for studying the interaction between forms of tax incentives and the innovative progress of enterprises are
presented in Table 1.

Table 1. Indicators for analyzing the impact of tax support on the innovative development of enterprises. (Source: [8])

Notional value Y X1 X2 X3 X4 X5
. Global innova- Deferral of income Deferred payment Deferral of_soual se_curlty Deferral of lo- Tax incen-
Indicator o and pension contribu- ]
tion index tax payments of value-added tax tions cal taxes tives
Unit of measurement. Ranking value Binary value

The selected indicators are based on the results of the scientific works of scientists. In particular, J. Forman-Peck [7]
focuses on the provision of tax credits to innovation-oriented enterprises. In their studies, M. Kyzym and L. Kasyanova [5]
identify various forms of tax incentives for innovation, including the use of tax benefits, as well as lower tax rates on profits
and social security contributions.

The study of the impact of these factors on the innovation activity of enterprises in OECD countries allows us to examine
the results of the use of tax support mechanisms by states for the period 2000-2020.

The relationship between the initial indicator (Y) and the factor characteristics (X1, X2....Xn) is presented in the form of a
linear multivariate regression equation according to formula 1 [8]:

,

Y =bo+ 2bi- Xi (1)

To study the impact of all available instruments of tax incentives for innovation on the progress of enterprises, we will
conduct a correlation analysis of indicators. This will help us determine the intensity of interaction between performance
indicators and factors. This will be used to build a mathematical model of the economy. According to the correlation matrix
(Table 2), there are no strong correlations (> 0.6) between the values, which indicates that there is no collinearity problem.
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fA

To determine the contribution of tax incentives to the innovative development of enterprises in the context of economic
strategies, we will use a linear regression model. The basic form of the model is as follows:

Y=bo+ b1 -Xi+ by -Xo+b3:-X3+ bs-Xa+ bs-Xs (2)

Table 2. Correlation matrix of the variables described in the model. Note: X1 - deferral income tax; X2 - deferral value-added tax; X3 - deferral
social security and pension contributions; X4 - deferred local taxes; X5 - tax incentives; Y - Global Innovation Index. (Source: calculated by the authors)

Variable X1 X2 X3 X4 X5 X6 Y
X1 1.00 -0.28 -0.24 -0.12 0.10 0.18 1.00
X2 -0.28 1.00 0.02 0.36 0.27 0.26 -0.28
X3 -0.24 0.02 1.00 0.26 0.04 0.32 -0.24
X4 -0.12 0.36 0.26 1.00 0.27 0.15 -0.12
X5 0.10 0.27 0.04 0.27 1.00 0.50 0.10
Y 0.18 0.26 0.32 0.15 0.50 1.00 0.18

The study was performed using the Statistica program. Based on the initial model, we consistently excluded the variables
with the highest p-values. The results of the analysis are presented in Table 3. The study registered negative indicators
for deferred payment of local taxes (X4), indicating an inverse relationship. This phenomenon can be explained by the rare
use of deferred payment of local taxes.

Table 3. Regression results for the dependent variable Y.

Ad-
:;i’f:' Change X1 X2 X3 X4 X5 Observations | R2 justed | F-statistic
- R2
sults for
the de-
pendent 1) 029 [ 015 | 026 [ 015 | 040 [ 015 | 011 [ 015 | 041 | 0.14 36 0.44 0.35 4.7(5.3)
variable Y @ - - - - 029 | 014 | - - 049 | 0.14 36 035 03 8.51(2.33)

The highest values are observed for X3 - deferral of social insurance and pension contributions, and for X5 - tax privileges.
Thus, our model is presented as follows:
Y=0,29-X3+ 0,49 - X5 3)
Based on the calculations, tax incentives were found to be the most effective means of tax incentives for innovation (X6).
Thus, the hypothesis about the superiority of tax privileges in the context of tax support is supported. Let us consider the
optimality of providing social insurance benefits and pension contributions for the state and for innovative SMEs. Given

that innovative enterprises are typically more profitable and pay higher wages, it may be advisable to reduce social and
pension contributions to increase the attractiveness of high wages and stimulate innovative growth.

Social and pension contributions play an important role. Reducing such contributions can help to increase wages in inno-
vative businesses and their dynamics. To test or refute hypothesis 3, we will use the Simulink program to create a model.
This model will help us to estimate the benefits of a preferential regressive rate for social and pension contributions
(Table 4).

The parameters for creating the model were chosen based on the amount of social insurance and pension contributions
at different wage levels (from minimum to maximum with a certain growth interval) and taking into account tax benefits.

Table 4. Modelling parameters for the use of a preferential regressive social security and pension contribution rate. (Source: [8])

. - . Social insurance and pen- -
Indicator Minimum wage Step of salary increase sion contribution rate Tax relief
The symbol for Min_salary Step ESV ESV1
Unit of measurement. monetary units monetary units monetary units monetary units

10
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Then, the minimum wage is set at USD 200 (this is the rounded value of the minimum wage in Ukraine). With each
increase of USD 200 in wages, the tax rate is reduced by 2%. The maximum wage is set at USD 2500. It is expected that
at the optimal amount of the contribution to the state budget, revenues will be maximized. Regression model for deter-
mining social insurance and pension contributions in the innovative SME sector (Figure 1).

0,22
0,02 ESV
ESV1
X > + -
Saiary —|
Y
> X
200
Min_salary
+
\ 4 A 4 Y <«
+
200 » »
Siep [ "] X > > ZP Summ_ESV

Figure 1. Model for calculating the preferential rate of social insurance and pension contributions.

The "Min_salary" module sets the minimum wage, which is incremented by the value from the "Step" module. "ESV" is
the current rate for social insurance and pension, which is decremented by the value from the "ESV1" module each time
the salary increases. Using the Matlab program, we construct a graph that illustrates the relationship between wages and
the dynamics of the social security and pension rates (where the X-axis represents wages and the Y-axis represents tax
revenues at the regressive rate). The graph of modelling budget revenues from wages shows that when the regressive
rate is adapted, budget revenues continue to grow until the rate reaches 12% (Figure 2).

160 -+
140 - X600 Y108 X1200 Y144 Tax rate =12%
120 Tax rate =18%
9 X1800 Y108 Tax rate =6%
2 100 1 X400 Y80 Tax rate =20%
o
2 80
Q
3
g 60 -
X2000 Y80 Tax rate =4%
40 1 X200Y44 | Tax rate =22%
20 -+
0 T T T T T T » ]
0 1 2 3 4 5 6 7 8
Salary

Figure 2. The relationship between budget revenues and the preferential regressive rate for social insurance and pensions at a tax rate
ranging from 22% to 0%.

Let us consider a model of a regressive SSC rate in the range from 22% to 12% for a given wage (Figure 3). For innovative
enterprises, it would be optimal to reduce the social security and pension contribution rate to 12%. This is the rate that
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maximises state budget revenues. Thus, the optimal contribution rate depends on the level of wages, which supports
Hypothesis 3.

Thus, tax privileges and the possibility of deferring social insurance and pension contributions have proven to be the most
effective tax support instruments. In the context of innovative businesses, the optimal contribution rate for social insurance
and pension provision that would facilitate their innovation activity is 12%. Model calculations have shown that the estab-
lished criteria for supporting the innovative business movement can serve as an effective platform for their development
[4-5].

300 -
X2000 Y80
250 -
X1800 Y108 Tax rate=12%

9 200 - X1200 Y144 Tax rate=15%
o
8 Tax rate=18%
2 450 X600 Y108
©
S Tax rate=20%
a X400 Y80

100 -

Tax rate=21%
50 X200 Y44 Tax rate=22%
0 T T T T T ]
1 2 3 4 5 6
Salary

Figure 3. The relationship between budget revenues and the preferential regressive rate of social insurance and pension contributions
at a tax rate ranging from 22% to 12%.

Based on the research, we can determine that among the initiatives to support innovative companies, the importance of
the stimulating impact of tax mechanisms is growing, which are increasingly aimed at encouraging innovation activity. The
presented approach to substantiating the effectiveness of tax measures to support innovative business, unlike traditional
ones, takes into account the degree of innovation maturity and helps to choose the best way to use tax incentives [6-10].

Measures to counter the spread of the coronavirus have become a serious challenge for businesses, especially for certain
sectors. Since the beginning of 2020, businesses in Ukraine have found themselves in challenging circumstances that have
led to a decline in commercial activity and a significant reduction or even loss of profits. The crisis is manifested in a
reduction in the availability of financing for companies, particularly those facing major risks and uncertainties. This applies
primarily to innovative enterprises and start-ups [11-15].

DISCUSSION

Innovative enterprises face significant challenges in terms of obtaining financing at different stages of their development.
Access to financial resources remains one of the main obstacles to the viability and growth of innovative businesses,
especially in times of crisis, when risks outweigh opportunities. In this context, it is important to provide the following
recommendations to improve access to finance for innovative business activities: Conduct regular monitoring of the con-
ditions and needs for financing innovative business activities in order to develop programmes to facilitate access to finance.
Developing alternative sources of financing by raising public awareness and improving the regulatory environment. Crowd-
funding is a relevant area, and this may include the creation of domestic crowdfunding platforms, the development of
government support for this type of financing, and cooperation with investors and banks. Creating a stable venture capital
market through investment in venture capital funds with the involvement of professional investors and expert teams.
Improving access to credit for businesses by improving credit guarantee schemes, unsecured credit assessment mecha-
nisms and lowering interest rates. To support the development of factoring and leasing financial services. Expanding
government innovation development programmes aimed at creating new and developing existing innovative enterprises,
as well as commercialising the results of scientific and technological activities. In today's business environment, a variety
of financial instruments play a key role. Venture capital financing, lending, crowdfunding and other means of raising capital
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open the door to various types of innovative projects. This diversity allows businesses to choose the most appropriate
method of financing depending on their stage of development, risks and business specifics [16-20].

The choice between venture capital funding and more traditional financial instruments such as loans remains a matter of
debate. On the one hand, venture capital funding provides not only capital but also access to expertise and networks. On
the other hand, traditional loans may be more accessible to stabilised businesses that are not looking for rapid growth.

Crowdfunding as a financial instrument is attracting considerable interest. This method allows not only to raise capital, but
also to create a community of supporters around a product or idea. However, there is a debate about its effectiveness and
sustainability, especially in cases where campaigns do not reach their financial goals.

Risk management remains a key topic in the context of using financial instruments for innovation. How much risk is a
company willing to take in exchange for a potentially large reward? This issue is particularly relevant when considering
venture capital financing, where high levels of risk can be accompanied by significant rewards [21-25].

Technological developments are also changing the landscape of innovation finance. Digitalisation and the emergence of
concepts such as blockchain and cryptocurrencies are opening up new financing opportunities, while also creating new
challenges and security and regulatory issues. The debate on the future of innovation finance is being set in the context
of a changing global economic environment, technological innovation and the rise of start-up culture. How will the role of
different financial instruments change in the future? Will new instruments emerge that can better support innovative ideas?

To sum up, the role of financial instruments in the development of business innovation remains a subject of active debate.
On the one hand, they provide vital capital for the development of innovative ideas. On the other hand, their selection and
application require careful analysis and risk management to ensure sustainable business development.

CONCLUSIONS

Financial instruments are crucial in stimulating and supporting business innovation. They provide not only the necessary
capital but also opportunities for growth, development and scaling of innovative projects. Venture capital funding has
proven to be particularly important for start-ups and innovative projects that require significant investment and expertise
to develop. Traditional lending remains an important financial instrument, especially for stable businesses seeking access
to additional funds to implement innovative initiatives. Crowdfunding is demonstrating its potential as an alternative way
of raising funds, providing access to a wider audience and enabling innovative ideas to be tested among potential con-
sumers. Risk management is a key aspect when choosing financial instruments. Businesses must weigh the potential
rewards and risks associated with different types of financing. The financial sector is constantly evolving, particularly with
the emergence of new technologies such as blockchain and cryptocurrencies. Businesses need to be prepared to adapt to
these changes and take advantage of new opportunities. The future prospects for financing innovation will depend on the
ability of the financial sector to adapt to the changing business environment, technological innovation and the ever-evolving
needs of the innovation sector. In conclusion, financial instruments play a crucial role in the development and support of
business innovation. The effective use of these instruments can stimulate innovation, ensure sustainable development and
help businesses achieve competitive advantage in their industries.
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SHkoBovi P,, CembieBa /1.
®IHAHCOBI IHCTPYMEHTU B PO3BUTKY BI3HEC-IHHOBAL|,IVI

Y Uit cTaTTi NpoaHanizoBaHo ponb iHAHCOBMX IHCTPYMEHTIB Y NIATPUMLUI Ta CTUMYSIOBaHHI 6i3HeC-iHHOBaLiM, PO3rfsiHYTO
BEHYYpHe (biHaHCYBaHHSI, KpeaUTyBaHHS, KpayadaHAMHE Ta iHLLI MexXaHi3MKU K KOYOBI BaXkeni Ans po3BUTKY iHHOBALLiN-
HWUX NPOEKTIB i CTapTaniB. MeTow AOCNIAKEHHS € BUSIB/IEHHSI Ta aHani3 ¢akTopiB, SKi pobnaTb NeBHi iHaHCOBI iIHCTpyMe-
HTU 6inbl edeKTUBHUMU ANst NiATPUMKM iHHOBALN. Po3rnszaloTbCsl mepeBary Ta HefoMiKM KOXHOMO 3 iHCTPYMEHTIB, a
TaKOXX 06roBOPIOETLCSA iXHA 34aTHICTb aAanTyBaTUCS A0 MIHNUBOrO 6i3Hec-cepeaoBuLIa. Y CTaTTi BUKOPUCTaHI Pi3HOMaHITHI
METOAM AOCHIMHKEHb, BKIOYAKOUM aHani3 nitepaTypu, Keic-cTasi Ta NopiBHSIbHUIM aHanis, wob 3abe3neunT BCebiyHumi
po3rnsa TeMu. JocnigKeHHsI MoKasasno, WO BEeHYYpHi iHBECTUUIi YacTO HaAaloTb He NULE KamiTan, a W UiHHI 3HaHHS,
MEHTOPCTBO Ta AOCTYN A0 Mepexi KOHTaKTiB. Pe3ynbTaTi BKasyloTb Ha Te, WO TpaauuiliHe 6aHKiBCbKe KpeauTyBaHHS
YacTo BUSIBNSIETLCS HEAOCTYMHUM abo HeAOCTaTHbO FHYYKUM ANSt iHHOBALHO OPIEHTOBAHMX KOMMaHil Yepe3 BUCOKMIA
piBeHb pu3mnky. OaHak creuianisoBaHi KpeauTHI MporpaMu, 30KpeMa YpsiAoBi rapaHTii Ta cybcuailioBaHi NO3MKK, MOXYTb
NiABULLMTY AOCTYMHICTb KPeAUTYBaHHS AN1sl iHHOBALiMHKUX NPOeKTiB. KpayadaHauHr € echeKTUBHUM IHCTPYMEHTOM ANsi Ba-
nigauii pMHKOBOrO MOMUTY Ta 3alyYeHHs Mo4YaTKOBOro (piHaHCyBaHHS 0COBNMBO ANSi MPOEKTIB, WO BMXOASATb 3@ PaMku
TpaauLiMHMX IHBECTULIMHUX Moaeneit. Pe3ynbTaTy NiAKPECNonTb BaXMBICTb iHAHCOBMX iHHOBAUIN, Takux K diHTex-
pilleHHs! Ta UMdPOBI BantoTK, SKi MOXYTb CMPOCTUTX AOCTYN A0 KaniTany Ta 3HU3UTK TPaH3aKLiMHI BUTpaTK ANs iHHOBa-
LiMHMX NiaNpUEMCTB. OAHUM i3 KITHOYOBUX BUKIMKIB € po36KHOCTI B po3yMiHHI pU3UKY MiX iHBECTOpaMu Ta iHHOBaTOpaMMu.
Y cTaTTi HaronoweHo, Lo 6IopoKpaTis 1 CknaaHiCTb NPOLECIB OTPUMAHHS (hiHaHCYBaHHS MOXYTb 3HAUYHO CMOBILHUTK abo
HaBiTb 3YMWHWUTK IHHOBAL|IMHI iHILiATWBK, @ FHYYKICTb Ta aAanTUBHICTb iHAHCOBMX IHCTPYMEHTIB € KNtoYoBUMU ANns edek-
TMBHOI MiATPUMKM iHHOBAL, 0COBNMBO B YMOBaX LUBUKO3MIHHOIO PUHKY 1 TEXHOMOMYHOMO MPOrpecy.

Lli pe3ynbTati AaloTb BaXXNMBiI YSBNEHHS NPO Pi3Hi acnekTn ¢iHaHCyBaHHS iHHOBALLIM Ta MOXYTb 6YyTW BUKOpUCTaHi Ans
po3pobku edeKTUBHILLMX CTPaTEril i NONITUK Y Uil cdepi.

KnrouoBi cnoBa: ¢iHaHCOBi iHCTpyMeHTH, 6i3Hec-iHHOBaALlii, BEHYYpHe (hiHAaHCYBaHHS, KpeanTyBaHHS, KpayadaHauHr,
iHHOBALLIHWIA Npolec, cTapTanu, dhiHaHCOBI iHHOBALLT
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