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AHHOTanusi: B Hacrosiiee BpeMsi Mbl IEPEXHBAEM OIIOXY, XapaKTEPU3YIOUIYIOCS BCEINPOHHUKAIOMINM BIHSHHUEM
uudpoBoi TpaHchopManuu, Koraa UHOOPMAIMOHHBIE TEXHOJIOTHH CTajld BaKHBIM KOMIIOHEHTOM BO BCEX aclIeKTax
Hamed >ku3HU. KaxIplii JeHb MOSBISIOTCS HOBBIE TEXHOJOTMYECKHE W WHHOBALMOHHBIE KOMIIAHWH, KOTOpBIE B
3HAQUUTENFHON CTENEHM II0JIararoTCsi Ha BEHYYpPHbIE (OHABI Kak Ha Ba)KHEWIIMH WCTOYHUK (HHAHCHUPOBAHMS.
BosaukayB B cepenmae 1950-x romoB B CoemmHeHsbix llltaTax, BEeHYYpHBIH KamWTal CTal AlTbTEPHATHBHBIM
cpencTBoM ()MHAHCHUPOBAHMS YaCTHOTO OM3Heca. BeHUypHBIE KAIMTAIHCTBI OXOTHO OepyT Ha ce0s 3HaunTeIbHBIE
PHCKH, HHBECTUPYS B MAJIbIE M CPEIHUE YaCTHBIE MPENPHATHS 0€3 KaKoTro-JIn00 MaTepHaIbHOTO 3ajiora. TeM He MeHee,
9TH BEHYYPHBIE MHBECTOPBI TAKXKE OXKHIAIOT 3HAUYUTENBHBIX [I0XOAOB, HANPABIAs CBOM MHBECTHLIUM B OCHOBHOM Ha
WHHOBALMOHHbIE MPOEKTHI. 1o cyTH, BeHUYpHBIH KanuTal MOYKHO ONPENEIUTh KaK BBICOKOPHUCKOBYIO HHBECTUIIMOHHYIO
CTpATETHIO, BIEKYIIYIO 32 CO00H 0XXHMIAHNE 3HAYUTENBHBIX 10XO00B.

MupoBoif pHIHOK BEHUYYPHBIX HHBECTHIMM NPOIODKAET €XKETOIHO DPACIIMPATHCSA, NPH 3TOM CYLIECTBEHHAs 4acTb,
€CTECTBCHHO, HAIpaBJIACTCsA Ha q)HHaHCHpOBaHI/Ie TCXHOJIOTUYCCKHUX M HHHOBAIIMOHHBIX KOHHeHHHﬁ. n HaO60pOT, B
ApMeHI/II/I BCHYYPHBIC UHBECTULIUU OCTAIOTCA OTHOCUTEIILHO CJ'Ia60paSBI/ITLIMI/I, YTO BBIHYXXIACT apMAHCKUEC CTapTallbl B
OCHOBHOM HCKaTh BO3MOXXHOCTH (prHaHCHpOBaHMs 3a rpaHuneil. Co3gaHne W pa3BUTHE BEHUYPHBIX ()OHIOB HMEET

140



Pecuon u mup, 2023, Ne 3

OonplIoe 3HaYCHHE B APDMEHHH HE TOJBKO C TOYKH 3PSHUS MOINEPKKH SKOHOMUKH 3a CYeT (MHAHCHPOBAHHUS, HO U C
TOYKH 3pEHUS JAIBHEHIIEr0o Pa3BUTHsL PHIHKOB KallUTaa, 0COOEHHO (DOHIOBOTO PHIHKA.

KimioueBble cioBa: (HHAHCHpPOBaHME, CTapTall,

BEHUYPHBIN

KalluTall, BEHYYpPHBbIH (OHJ, HHBECTHUIINH,

TCXHOJIOTUYCCKUEC KOMITaHUU, ITPOTrpaMMHUPOBAHUE, 6I/I3HeC-aHFeJ'ILI, WHHOBAIITMOHHBIC KOMITAHUN

Article. Venture financing, also known as
venture capital financing, refers to the process of
providing funding to startups and early-stage
companies with high growth potential. It is a form
of equity financing where investors, typically
venture capital firms or angel investors, invest
capital in exchange for an ownership stake in the
company.

Even though the start-up industry today cannot
be fathomed without a venture capital industry, the
roots of the modern-day venture capitalism dates
back to many decades ago. In the past, entrepreneurs
had to look towards debt financing for their
companies, however, the debt lenders volunteered to
finance on the basis of strict conditions as they
needed the safety and security of being paid back in
time by the entrepreneurs. Equity-based investment
was seen as being inherently risky in terms of return
on investment on the capital invested into the start-
up. By the start of the 20™ century, investors were
only looking to invest in companies with sizeable
tangible asset base or retail businesses due to their
recurring revenue stream which made them look
valuable. Ventures which focused on technological
advancement did not feature as an attractive
company to invest in while banks were not looking
to businesses whose future was uncertain and the
business model was unknown. Public equity-based
financing was also not an option as such businesses
could not be valued based on no or little revenue
stream in the early stages of development. This gap
had to be filled and was carried out by venture
capitalists who were wealthy individuals running
merchant banks and were willing to invest their
riches [1, p. 19]. These people are called Business
Angels. Private venture investors, commonly known
as business angels specialize in investing in early-
stage companies with high growth potential, which
may struggle to secure sufficient funds from
traditional institutional investors. Business angels
often have a background as successful entrepreneurs
themselves, and they bring not only financial
support but also their expertise and experience to the
table. This provides the young company not just
with capital but also with wvaluable guidance.
Typically, business angels invest by obtaining equity
or convertible bonds in the company and maintain
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involvement until the business reaches a certain
level of maturity, at which point they may be
succeeded by larger venture investors or venture
capital funds [2, p. 155].

The formal recognition of venture capital as an
asset class was seen in the 1970s with the start of
the personal computing industry. However, there
were venture capital funds that have been founded
even earlier. Here are some of the first notable
venture capital funds:

e American Research and Development
Corporation (ARDC): Established in 1946, ARDC
is often considered the first formal venture capital
firm. It was founded by Georges Doriot, a Harvard
Business School professor, and it provided funding
to early-stage companies, including Digital
Equipment Corporation (DEC), one of its successful
investments.

e J.H. Whitney & Company: Founded in 1946
by John Hay Whitney, J.H. Whitney & Company is
recognized as one of the oldest venture capital firms
in the United States. It made investments in various
industries, including aviation, publishing, and
television. J.H. Whitney & Company played a
crucial role in the early development of the venture
capital industry.

e Kleiner Perkins: Established in 1972 by
Eugene Kleiner and Tom Perkins, Kleiner Perkins is
a renowned venture capital firm that became
prominent during the technology boom in Silicon
Valley. It made early investments in successful
companies like Genentech, Amazon, and Google,
contributing significantly to their growth and
success.

e Sequoia Capital: Founded in 1972, Sequoia
Capital is another well-known venture capital firm
with a strong presence in Silicon Valley. It has made
notable investments in companies such as Apple,
Oracle, Google, and LinkedIn, among others.
Sequoia Capital has been instrumental in supporting
the growth of numerous technology startups.

Nowadays, our whole life depends on
technology and startups are becoming a common
part of our industry, so the venture capital funds are
being an essential part of capital markets and
develop very fast.
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Figure 1 Value of venture capital investment in the United States from 2006 to 2022 (in billion U.S. dollars [7]

As you may see from the Figure 1, venture
capital investment in United States has a growing
trend. In the period of fifteen years it grew
approximately 11.5 time. 2021 set a new record for
venture capital investments in the United States. In
2021, the value of venture capital investments in the
U.S. amounted to approximately 345 billion U.S.
dollars, nearly twice as much as the previous year.
Although the companies lack the current earning
power, they have above average growth potential,
which makes them an attractive investment
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opportunity. In 2022, the value of venture capital
invested was nearly 241 billion U.S. dollars. The fall
in 2022 is related with global financial and
economic situation, when investors waiting for a
global financial recession escape from making risky
investments.

To understand the structure of venture
financing by countries, let’s have a look at Figure 2,
where Total value of venture capital investments per
capita in selected countries worldwide as of the end
of 2021 is presented.

Figure 2 Total value of venture capital investments per capita in selected countries worldwide as of the end of 2021 [8]

During 2021, global venture capital invest-
ments reached over 345 billion U.S dollars with the

United States accounting for more than half of all
venture capital investments made worldwide. In
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terms of per capita spend, of all major venture
capital investment markets it was Israel that came
out on top with over 414 U.S dollars per capita in
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venture capital investments per capita. United states
come the second with 282.1 U. S dollars per capita.
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Figure 3 Value of venture capital investment by industry in 2021 [9]

And finally, the important part of analyzing
venture capital investment is the examining venture
capital investments by industry. As we can see from
Figure 3, the huge part of venture capital is flows to
high tech spheres. Approximately 24 percent of
venture capital flew to financial technologies
industry and more than 19 percent of capital flew to
software engineering in 2021.

Now lets the discuss the opportunities of
developing venture funds in Armenia. The first step
in the creation of venture funds in Armenia was
made back in 2006 when the RA Law "On State
Support for Innovative Activities" was adopted,
where venture funds were considered one of the
primary sources of financing innovative activities
and creation of a favorable legal framework for the
development of venture funds and innovative
activities was seen as one of the main directions of
state support for innovative activities [3, Articles 7
and 10].

In 2012, the RA draft law "On Venture Funds"
was presented to the National Assembly for
discussion, but it was not adopted. In fact, the draft
set a number of restrictions for the activities of
venture funds, in particular, it set a minimum
amount of statutory capital of 500 million AMD,
while there are no such restrictions in the RA Law
"On Investment Funds". In addition, the maximum
number of fund participants was also defined, and it
was forbidden to create funds as open joint-stock
companies [4, Articles 4 and §].

Currently, the RA Law "On Investment Funds"
is considered the only law regulating the activities
of venture funds. According to that law, venture
funds can be established as a contractual fund, a
joint-stock company with fixed or variable capital,
or a trust-based partnership. A venture fund is
considered a fund of qualified investors, and at least
50 percent of the fund's assets must be invested in
securities of newly established or -early-stage
organizations. The purpose of investing should be
the further development of a company and making it
public, by listing its stocks in the regulated market
[5, Articles 11 and 47].

The first venture fund in the Republic of
Armenia, known as "Granatus Venture Fund 1," was
established in 2013 through a collaborative
investment effort between the international company
"Granatus Ventures" and the Armenian government.
In the same year, the Armenian government made a
decision to participate in the fund's authorized
capital, resulting in the acquisition of 3,000 class A
redeemable preferred shares, 3,000 class B
convertible preferred shares, and 3,000 class C
preferred shares. As per the decision, the total
investment made by the government in the
authorized capital of the privately held company
"Granatus Venture Fund I" must not exceed AMD
3,300,000 [6].

The fund invest in exceptional teams that have
an execution-focused approach, dedicated to
building scalable products with the ambition to
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become industry leaders. They focus on IP-centric
scalable solutions with high technology risk and low
market risk, for lasting sustainable competitive
advantage.

One of the companies that received financing
from "Granatus Venture Fund I" is MenuGroup, the
parent company of the famous Menu.am brand in
Armenia, which received 720,000 USD in venture
financing for the creation of Menu.ge and Menu.by
brands in Georgia and Belarus, respectively.
Another well-known company that received venture
funding is GGtaxi, which is considered the fastest-
growing Armenian startup. This company received
$200,000 funding.

There are also other newly created venture
funds in Armenia, that could lead to further
development of venture financing in Armenia.

Conclusion: We live in a world where
technologies grow every moment and new
technology companies are created every day. The
technology is a part of our live so it is essential to
focus on development of new companies and in the
base of them develop the country’s economy ad
capital markets. The establishment of government-
supported venture funds holds significant
importance for financing newly established
innovative companies. To provide this support, the
creation of a fund comprising venture funds is
crucial. The capital for this fund would be entirely
sourced from the state budget, and the fund's
resources would be fully invested in shares of other
local venture funds. State participation in venture
capital formation can serve as a key driver for
attracting private investors to venture funds.

The development of venture financing relies on
the presence of a well-established securities market,
particularly for shares, which facilitates the exit
strategy for venture investors. To foster the growth
of the stock market in Armenia and incentivize
companies to go public, we propose implementing
low tax rates for companies listed on the stock

exchange. Furthermore, the frequency of share
transactions involving a particular company would
determine the progressively lower tax rate
applicable to that company. Although there might
initially be artificial transactions aimed at taking
advantage of tax benefits, over time, this approach
would foster a culture of stock investment and
contribute to the development of the stock market in
the Republic of Armenia.
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