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Abstract. The article is devoted to the study of the accumulated experience in applying 

venture financing mechanisms for enterprise innovation activities, as well as the specific 

features of considering ESG criteria as a strategic factor for enhancing their competitiveness. 

Venture capital is a crucial mechanism for supporting high-risk, breakthrough start-ups that 

often work on addressing global challenges in the energy, medicine, and climate sectors. The 

integration of ESG criteria into this process contributes to directing funding not merely 

toward quick profits, but also toward creating long-term value, mitigating non-financial risks 

(reputational, regulatory), and ensuring the social responsibility of new technologies. 
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The main approaches to defining the concept of "venture capital," its functions, as well 

as the advantages and disadvantages of venture financing, are examined. Among the functions 

of venture capital, the following are highlighted: accumulative, innovative, incubation of 

innovative entrepreneurship through the commercialization of scientific and technical results, 

investment, stabilization, transformational, motivational, and social functions. 

Modern tools and mechanisms of venture financing are analyzed, specifically the role 

of venture funds, business angels, corporate venture investment, crowdfunding, accelerators, 

and business incubators. A typical venture fund strategy involves investing in rapidly growing 

industries and in companies capable of growing alongside the market, and subsequently 

exiting the investment before the market potential is exhausted. Business angels have a 

positive impact on the growth, performance, and survival of the companies they finance. 

Moreover, this positive influence on portfolio companies remains consistent across all 

countries, regardless of the level of venture market development or the favorability of the 

national environment for entrepreneurs. Crowdfunding provides innovative entrepreneurs 

with the opportunity to obtain initial funding for the development of innovative activities. 

Alongside this, prerequisites are formed for effective networking and feedback, market 

validation, marketing, and promotion. 
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Specific directions for the transition from traditional financing to a model of value-

oriented investments are proposed. The integration of ESG criteria into venture financing 

transforms them into a tool for strategic risk management and value creation. An innovative 

start-up that ignores the social or environmental consequences of its activities faces a 

significantly higher risk of regulatory fines, consumer boycotts, or reputational damage. 

Accordingly, the inclusion of ESG in the due diligence process should ensure the financing 

of those innovations that are viable in the long term and capable of attracting larger capital at 

later stages, when ESG reporting becomes a mandatory requirement for entering public 

markets. 
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