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EQUITY FINANCING OF ENTREPRENEURIAL UKRAINIAN AND NORWEGIAN STARTUPS 
 
The situation of Ukraine and Norway in international ratings by the number of start-ups and possibilities of 

attracting financial resources to them is highlighted in the article. The concept of "startup" is considered; the main 
features and the main sources of their financing are revealed: private capital, money of relatives and friends, business 
incubators, business accelerators, venture funds, business angels, crowdfunding platforms and government grant and 
subsides. The strengths and weaknesses of each financial source are discovered. The essence of these sources, their 
development in Ukraine in the conditions of instability of the national economy and features of functioning are revealed 
and their development in Norway in a socialist political system. In addition, data are provided on investing innovative 
projects in recent years and interest rate. Comparison of ease of access to startup financing in the explores country. 
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Introduction 
The key to the successful development of any 

state is the availability of innovations that can 
simplify and ease the lives of individuals as well as 
of society as a whole. The basis of innovation is the 
idea,  which under  certain conditions can turn into a  
market-demanded product. One of the factors of 
such a transformation is financial support for the 
implementation of the idea. Therefore, issues related 
to the search and attraction of financial resources for 
the support and development of creative and, 
besides, risky business structures - startups, 
especially due to the rapid growth of the number of 
Ukrainian start-ups and their demand, are becoming 
particularly relevant. 

Business  enterprise  has  come  to  be  seen  as  a  
motor of monetary and social advancement all 
through the world. Enterprise and advancement 
assume a fundamental part in the financial 
improvement, as expressed by Joseph Schumpeter 
right on time in the most recent century. The startup 
consolidates highlights that enable it to work ideally 
in the troublesome states of the advanced market. 
The accomplishment of the startup relies upon a 
blend of three components: thoughts, entertainers 
and financing. Without a doubt, the most imperative 
factor is the way toward drawing in monetary 
ventures. Financing new companies is one of the key 
themes for understanding business and reinforcing 
general monetary proficiency. 

The most original idea does not always survive 
on the market and finds financing for development. 
Developers of startups need to make a lot of effort to 
find at least one source of funding, not to mention 
three or more. 

Theoretical presentation  
The expression "startup" has been utilized 

famously finished the previous couple of years to 

depict useful firms, which have just a couple of 
business people with energy to accomplish 
something new. Then again, the colossal 
technological organizations can be characterized as 
new companies. What is the meaning of the 
definition “startup”? We have to look to renowned 
researchers and business people, who carried on for 
a long time and today. 

Steve Blank is a scholar and entrepreneur from 
Silicon Valley, California and had said about 
startups:"A startup is a temporary organization used 
to  search  for  a  repeatable  and  scalable  business  
model" [16, p. 3]. 

“A  startup  is  a  company  working  to  solve  a  
problem where the solution is not obvious and 
success is not guaranteed,” says Neil Blumenthal, 
cofounder and co-CEO of Warby Parker [17] 

Joseph Alois Schumpeter particularly stresses 
the part of new organizations in making 
developments that intrude on the roundabout stream. 
New firms "do not arise out of the old ones but start 
producing beside them” [12, p. 85]. Schumpeter 
additionally contends, "The entrepreneur is never the 
risk bearer. The one who gives credit (that is, gives 
the important capital)comes to grief if the 
undertaking fails. Even though the entrepreneur may 
risk his reputation, the direct responsibility of failure 
never falls on him” [12, p. 86]. 

Knowledge generates innovation and then 
innovation is creating economic growth [1]. 
However, startup rates could be significantly 
differing between countries and within regions of the 
same country. By contrast, there is a much smaller 
theoretical literature attempting the formal modeling 
of the start-up process within a region [5].  

Startup costs and nonattendance of capacities are 
two of the essential troubles that representatives 
need to go up against when starting up new interests 
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[11]. The basic piece of “people” in the foundation 
of any meander cannot be under-assessed [13]. The 
rate of big business can be evaluated statically as the 
autonomous work rate or logically as the start-up 
rate  of  business  firms.  The  start-up  rate  is  
continuously being seen as comparably, if not 
progressively, basic than the advancement of 
existing firms. Firms will presumably create with a 
particular ultimate objective to make new 
occupations and to progress new and versatile 
definitive structures [5].If you are producing 
incomes underneath $20 million, have under 80 
representatives, and remain steadfastly responsible 
for the organization you began, you are likely 
running a startup[5]. Similarly, on the off chance 
that you have quite recently set up a minor revenue 
driven venture and are determined to it ending up 
sufficiently enormous to assume control over the 
world – regardless of whether you are as yet 
working from your room – you are most likely a 
startup originator. 

It should be noted that Ukraine ranks 39th  in the 
world, from the 151st, by the number of startups 
included in the international ranking compiled by the 
Startup Ranking service and with the index of 204 
startups overtook Norway, which ranks 47th with the 
index of 134.Examples of successful Ukrainian 
startups are ModnaKasta, Depositphotos, Terrasoft, 
TemplateMonster, Coursmos, lickky, Augmented 
Pixels, GitLab, Petcube, Grammarly, etc[15]. 

Analyses and discussion 
The generic problem in startup companies is the 

lack of financing. How to ramp up initial operations 
into such level that it can operate? Each step will 
require money and very soon, the startup company is 
knocking on all the possible doors to get money for 
surviving and evolving. Only very few startup 
company can make money without aid from 
investors. 

Risking everything on one endeavor is never a 
good business strategy. This is especially true when 

it comes to financing the new business. First, the 
best way of financing is private capital, which 
include personal investment. Second source, is loan 
in the bank or other organizations such as spouse, 
parents, friends, family etc. In addition, venture 
capital and business angels can be sources of 
financing. Third way is applying for government 
grants and subsidies. This analysis intend to consider 
all three ways more detailed in cases of Ukraine and 
Norway. 

Private capital used at the stages of origin and 
formation, when the idea of a product, service, 
technology, as well as a business plan of the startup 
are under development, and to offer third-party 
investors is simply nothing. Friends and relatives 
can act as financial assistants when there are already 
costs,  but  no  profit,  and  as  the  first  users  of  the  
product or service. The main advantage of such a 
financial source is the lack of debt and the receipt of 
all profit by the startups. However, the volume of 
home and family funds invested in startups is, in 
most cases, insignificant. 

In addition, in the current conditions of 
economic and political instability in Ukraine, 
friends` source of financing startups is more 
theoretical than practical, as the solvency of the 
population is at an extremely low level. The 
disadvantages of this kind of financing can also 
include difficulties in distinguishing between 
friendly, family and business relationships. 

Loan is one of the most undesirable types of 
financing for a new project. This is explained for 
obvious reasons, namely: startup is a high-risk 
company that is often difficult to calculate; it is also 
difficult to determine the level of profitability of a 
project. Today, getting a loan for a startup is still 
quite difficult even with the availability of collateral, 
guarantor and well-calculated business plan, since 
bankers often prefer working with a business. 

Table 1.  
Loan interest rate in the banks` Ukrainian and Norwegian 

 Minimal interest rate in 
banks for small business  

Maximum interest rate in 
banks for small business  

Average interest rate 

Norway commercial banks 6.49% 26.90% 16.7% 
Ukraine commercial banks 17.82% 27.78% 22.8% 
  

We can see from table 1[8;7] that the average 
interest rate is attractive and less in Norway then in 
Ukraine. That Norwegian entrepreneur have more 
source for them activity and for beginning 
entrepreneurship.    

Small businesses and startups in Ukraine have 
served predominantly by the largest banks in the 
country. In the structure of the Ukrainian credit 
system, including on a regional scale, there are no 

specialized institutions serving small businesses and 
startups. In the banking practice there is no 
preferential taxation and lending to banks serving 
small businesses and startups. For lending to small 
businesses in Ukraine, funds from international 
financial institutions and funds are widely used. In 
Norway,  it  is  much  easier  to  get  a  loan  to  open  a  
small  business  due  to  active  state  support.  In  this  
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case, the loan amount is from 50 to 80% of the total 
amount of the startup. 

Banks are reluctant to issue loans to young and 
non-registered businesses, since the risks of non-
return of cash are high. Much more likely to get a 
loan from small and medium-sized businesses, 
which operate at least 3-6 months. To pay off 
possible risks, banking structures raise interest rates 
and reduce the number of such loans. Beginning 
entrepreneurs in turn are very difficult to obtain a 
bank loan and it is very difficult to pay it. It turns out 
a kind of vicious circle, which without the 
intervention of the state simply cannot be resolved.  

The venture companies come to help the 
entrepreneurs. The venture has called private capital 
funds, which invest in companies that are in the 
early stages of its development. Venture companies 
are consciously at risk of investing in a business idea 
or project in order to get high interest on a relatively 
small amount of investments. 

Many venture funds put in the scheme of work 
the possibility of full or partial write-off of invested 
funds. As a compensation for high financial risks, 
they claim the profitability of the invested projects 
from 50% to 100% per annum. The usual term for a 
venture investment is 3-5 years, and in some cases, 
the term can reach 7-8 years. Typically, venture 
investments are investments in high-tech industries 
and other industries with high potential for 
development, so it is unlikely to attract funds for 
creative startups in this way [18]. 

Such venture company operate in 
Ukraine:TaVenture, Chernovetskyi Investment 
Group, AVentures Capital, Vostok Ventures. 
Moreover, in Norway we have Nordic Venture 
Network, Viking Venture, Venture Scandinavia, The 
Hub, Alliance Venture. 

Business Angel is an individual who is ready to 
invest in a startup at a zero or an initial stage, in 
exchange for a share in the future enterprise. In 
addition to investing money and getting a company 
share, business angels invest in human capital: share 
their experience and business knowledge, use their 
personal relationships and participate in making 
decisions. 

Business angels tend to invest their own funds 
unlike venture capitalists who manage the money of 
third parties united into venture funds. Angels 
manage not only the opportunity to multiply their 
investments, but also personal interest in the startup, 
in which they are invested. 

The main disadvantage of working with business 
angels is its direct intervention in project 
management, which may not coincide with the 
startup's vision, as well as the threat of termination 
of funding at any stage of the project's development. 

It was with the support of business angels that 
started projects such as Twitter, Google, PayPal, 
Facebook, and Skype. Examples in Ukraine: 
Association of Time Investors of Ukraine, 908.vc, 
UAngel, UAban. Examples in Norway: BAN, Oslo 
International Angels, Norwegian Industrial and 
Regional Fund (SND). 

European Private Equity and Venture Capital 
Association’s 2013 May report states that private 
equity-backed companies have more focused in their 
innovation efforts and deploy better management of 
innovation processes than their peers. These 
companies account for less than 6% of total private 
sector employment in Europe, yet they account for 
up to 12% of all industrial innovation, while their 
spending on research and development (R&D) 
accounts for 8% of all industrial spending on R&D 
[3]. 

In addition to the improved productivity that 
arises from higher levels of innovation, private 
equity contributes to creating an enabling 
environment to enhance the levels of productivity in 
the economy as a whole. It does this by increasing 
the finance available for capital investments, 
supporting companies through periods of 
commercial or financial distress, and by increasing 
the operating performance of portfolio companies. 
Some evidence points to private equity companies 
being less likely to fail than companies on average 
are, with some studies suggesting that private 
equity-backed companies are up to 50% less likely 
to fail than non-private equity-backed companies 
with similar characteristics are. Private equity 
backing improved the operating performance of 
portfolio companies by 4.5% to 8.5% during the first 
three years after investment. Private equity 
participation leads to improved productivity as 
measured by earnings before tax, depreciation and 
amortization per employee of 6.9% on average. 
Private equity participation can lead to more 
sustainable employment [3]. 

Business incubators provide infrastructure 
(office, office equipment and communication), 
participation in trainings and thematic events, 
consultants or mentors for entrepreneurs who have 
an idea for startups. They help to carry out market 
research, to make a business plan, to develop the 
project to a level where potential investors may be 
interested. The conditions in which to participate in 
the business incubator differ in different structures. 
This  can be a  free entry for  the participant  with the 
subsequent provision of the share of the business 
incubator in the working project. At the same time, 
the package for which the incubator claims can vary 
from 5% to 25%. The second option is the payment 
for a package of services provided by the business. 
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In  this  case,  the  incubator  does  not  become  a  co-
owner of the business [2]. 

There are more than 20 business incubators 
operating in Ukraine, the most powerful among 
them are business accelerators of IT technology. 
Examples: iNub, WannaBiz, Polyteco, Happy Farm, 
Founder Institute. There are more than 30 business 
incubator operating in Norway, the TOP of 5 most 
important for social entrepreneurship [9]: Startup 
Norway, InkubatorSalten, Industriutvikling vest, 
Oslo Cancer Cluster Incubator AS, Alliance 
Venture. 

Business accelerators are a model for supporting 
business at an early stage, which involves intensive 
project development as soon as possible. 
Participation in the accelerator is a time-limited paid 
educational program for entrepreneurs who come to 
the accelerator with an already formulated idea and 
team.  In  the  process  of  such  a  program,  the  team  
receives mentor and expert support, assistance in 
business development. There are several models of 
accelerator work: some only provide assistance in 
the development of social capital, some provide 
initial funding of the project in exchange for a share 
in the company (4 - 10%). 

Crowdfunding is an internet platform on which 
participants are registered - people who want to join 
in the implementation of innovations, but who do 
not have enough personal funds to invest in projects 
as a business angel or venture capitalist. Startups 
that attract funding create promotional videos that 
highlight the idea of the project, its goals, and the 
amount of investment required. The required amount 
is determined, the collection of money is limited in 
time, and as a thank you for the contribution to the 
project, starters offer different rewards, one way or 
another related to the project. Often, of course, thus, 
money is collected for the creation of musical 
albums, filming, and book publishing, social and 
charitable projects. 

Due to the crowdfunding in startups, it is 
possible to raise money with minimal expenses. Of 
course, each platform has its own payment systems, 
but on average, it is only 3% to 9% of the amount 
involved. 

In addition, the crowdfunding platforms help to 
get an answer to the question - is it necessary for the 
future product, and does it has a market and the 
future. 

Initial financial support, on a rather loyal basis, 
can be provided by grant organizations to startups as 
compared to other investors. The essence of the 
activities of grant organizations is to provide 
financial support to young creative people with 
progressive ideas. When one of the funded projects 
becomes successful, the organization receives a 
"good name" and a free PR. 

Ukrainians grant organization: Lviv Young 
Project, Microsoft Seed Fund, Global Technology 
Foundation, TechPeaks. 

The Norway Grants support 23 program areas 
under five priority sectors and funds [9]: 

1) Innovation, Research, Education and 
Competitiveness 

2) Social Inclusion, Youth Employment and 
Poverty Reduction 

3) Environment, Energy, Climate Change and 
Low Carbon Economy 

4) Culture, Civil Society, Good Governance, and 
Fundamental Rights and Freedoms 

5) Justice and Home Affairs 
Government agencies design competitions to 

attract promising startups who are seeking funds to 
advance their technologies to commercialization. 
These competitions not only apply the internal 
scientific and technical capabilities of public 
agencies, but also draw very prestigious external 
review partners that can better inform the process 
[6]. 

Business enterprise arrangement in Norway is 
essentially the duty of the Ministry of Trade and 
Industry, and the Ministry additionally organizes the 
Government's development approach. The Ministry 
of Local Government and Regional Development 
has a noteworthy part in advancing business with a 
local point of view. About the structure conditions, 
the Ministry of Finance, the Ministry of Labor and 
the Ministry of Education and Research are 
additionally critical players. On the operational 
level, most subsidizing and instruments are focused 
around three organizations [7]:  

1) Innovation Norway, which is in charge of 
advances, gifts and guidance for business and 
provincial improvement,  

2) The Research Council of Norway, which is in 
charge of most R&D related instruments,  

3) SIVA, the Industrial advancement 
Cooperation, which goes for solid provincial and 
modern bunches through foundation, venture and 
information systems and instruments. 

As a rule, in Ukraine thinking about finding a 
source of financing for the project, the entrepreneur, 
in the last resort, refers to the state and the support it 
can provide in the development of its business. Of 
course, there are reasons for this: because, 
unfortunately, the Ukrainian state does not pay much 
attention to small entrepreneurs and startups, and a 
lot of effort is needed to get material assistance from 
it. 

Conclusions 
Thus, the analysis of sources of financing start-

ups has shown that the main resources to support 
and promote the development of innovation projects 
are venture companies that invest a lot of money 
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both in the initial stages and at the stages of 
development and expansion of projects. The volume 
of financial resources coming from business angels 
and business accelerators is smaller, and is mainly 
directed at the initial stages of project 
implementation. Due to the economic instability in 
the Ukraine and the high risk of projects that are 
practically untapped in the financing of startups, 
there are banking institutions and the state. 

Every year, the number of innovative ideas and 
progressive people who are ready to embody these 
ideas is growing. Ukraine have great innovation 
potential in the world, but it has more problems, 
which cannot allow developing entrepreneurial 
startup, for example an unstable political 
environment, unwillingness to mobility change of 
the direction of business and disinclination to invest 
in a sharp business environment. 

Despite the protracted military actions and the 
continued decline of the national economy, from 
2014, Ukraine has a tendency to develop venture 

capital investments in IT start-ups. The total volume 
of venture investments in this area exceeded $ 10 
million US. 

Norway, unlike Ukraine, has a problem related 
to a lack of entrepreneurial awareness and low-level 
innovation and technologies in their startups, 
because local entrepreneurs focus on the traditional 
business sector.  

Ukraine and Norway have common issue in a 
seemingly low activity business-angel activity. In 
order to increase angel investment activity, 
entrepreneur could find out more about opportunities 
to benefit from startup financing. 

Disinclination to mobility change of the 
direction of business is common feature of Ukraine 
and Norway. Investors are getting their money in 
traditional project, afraid of losing resources. It is 
imperative  for  them  to  take  risks  for  economic  
development and well-being both for society as a 
whole and for individual interests. 
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