
ISSUE  10
Acceptance of papers October, 2025

Acceptance of 
papers

Published monthly

Topics
economics, 

technology, social
sciences



IN
N

O
V

A
T

IO
N

 S
C

IE
N

C
E

 A
N

D
 T

E
C

H
N

O
L

O
G

Y

t.me/scupus_IST2100
2

https://ist-journal.uzt.me/scupus_IST2100

Sharipov Kongiratbay Avezimbetovich, 
Doctor of Technical Sciences (DSc), Professor

Ahmed Aziz Ismail 
Doctor of Technical Sciences (DSc), 
Professor (Egypt)

Cham Tat Huei, 
Doctor of Philosophy (PhD), Professor (Malaysia)

Asongu Simplice 
Doctor of Philosophy in Economics (PhD), 
Cameroon

Abdurakhmanova Gulnora Kalandarovna, 
Doctor of Economic Sciences (DSc), Professor

Lee Chin 
Doctor of Philosophy in Economics (PhD), 
(Malaysia)

Muhammad Imran Sadiq 
Doctor of Philosophy in Economics (PhD), 
Professor, Malaysia

Rui Dang
Doctor of Chemistry (DSc), Professor, China

Zahoor Ahmed 
Doctor of Philosophy in Economics (PhD), Turkey

Shujaat Abbas
Doctor of Philosophy in Economics (PhD), Russia

Tina A Coffelt
Doctor of Philosophy in Educational Sciences 
(PhD), USA

Electronic publication, Issue 10. 334 pages. 
Approved for publication on October, 2025.

EDITOR-IN-CHIEF:
Mirzaliyev Sanjar Makhamatjon ugli

DEPUTY EDITOR-IN-CHIEF:
Makhmudov Nosir Makhmudovich
DSc., Prof., Academican  

DEPUTY EDITOR-IN-CHIEF:
Ochilov Bobur Bakhtiyor ugli – Senior 
lecturer at TSUI

THE SCIENTIFIC-POPULAR ELECTRONIC 
JOURNAL  "INNOVATION SCIENCE AND 
TECHNOLOGY" HAS BEEN REGISTERED 
UNDER THE NUMBER C-5669633 BY THE 
AGENCY FOR INFORMATION AND MASS 
COMMUNICATIONS (AOKA) OF THE 
REPUBLIC OF UZBEKISTAN, EFFECTIVE 
FROM OCTOBER 9, 2024.

The scientific electronic journal “Innovation 
Science and Technology” has been 
included in the list of scientific publications 
recommended for the publication of 
main scientific results of dissertations 
for the award of PhD and DSc degrees 
in economics and technical sciences, in 
accordance with the Resolution No. 370 
of the Presidium of the Higher Attestation 
Commission of the Republic of Uzbekistan, 
dated May 8, 2025.

CONTACTS

Phone:  +998 50 737 87 88

Website: https://ist-journal.uz

Email: innovationist2025@gmail.com

E d i t o r i a l  b o a r d :



C
O

N
T

E
N

T
S

SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL01.10.2025-YEAR

t.me/scupus_IST2100
3

https://ist-journal.uz

CONTENTS
WAYS TO EXPAND THE COMPANY’S POSITION IN THE FURNITURE MARKET..................................................... 6

Musayeva Shoira Azimovna

DIRECTIONS FOR IMPROVING THE ORGANIZATIONAL AND ECONOMIC MECHANISM 
OF MEDICINAL PLANT PROCESSING......................................................................................................................................11

Usmonov Mirgulom Khoshim ogli

POLITICAL RELATIONS BETWEEN AZERBAIJAN AND UZBEKISTAN: HISTORY, CHALLENGES, 
AND PROSPECTS..............................................................................................................................................................................17

Naila Ramazanova

ANALYZING THE SUSTAINABILITY OF REGIONAL ECONOMIES USING MULTI-CRITERIA 
INDICES AND MODEL OPTIMIZATION...................................................................................................................................23

Sattorov Sanjar Abdumurodovich

ECONOMIC ADVANTAGES OF MODERNIZING THE EDUCATION SYSTEM THROUGH 
INNOVATIVE TECHNOLOGIES....................................................................................................................................................28

Rakhmatkhodjayev Akhrorkhodja Akmal ugli

XORIJIY MAMLAKATLAR KORPORATIV BOSHQARUV VA INNOVATSION RIVOJLANISH 
MODELLARINING QIYOSIY TAHLILI.......................................................................................................................................34

Ismailov Allayor Rashidovich

DIGITALIZATION OF FOREIGN EXCHANGE DIFFERENCE ACCOUNTING: 
CHALLENGES AND PROSPECTS IN EMERGING ECONOMIES.......................................................................................41

Pulatov Sirojbek, Misirov Kamoldin

ВЛИЯНИЕ СОЦИАЛЬНО-ДЕМОГРАФИЧЕСКИХ ФАКТОРОВ НА ОБЕСПЕЧЕНИЕ 
ЭКОНОМИЧЕСКОЙ БЕЗОПАСНОСТИ СТРАНЫ................................................................................................................47

Ташмухамедова Яйра Атхамовна

MAIN MEASURES TO STRENGTHEN EMPLOYMENT STABILITY AND IMPROVE EMPLOYMENT 
MANAGEMENT IN UZBEKISTAN...............................................................................................................................................52

Abdullayeva Nigora Shamsiddinovna

ECONOMETRIC ANALYSIS OF THE IMPACT OF INVESTMENTS ON THE CREATION 
OF NEW JOBS.....................................................................................................................................................................................57

Shayzak R. Kholmuminov, Shukhrat Sh. Kholmuminov

RAQAMLASHTIRISH VA YASHIL TURIZM KONSEPSIYASI ASOSIDA TURIZM SOHASINING 
BARQAROR RIVOJLANISHI..........................................................................................................................................................68

Xaitov Oxunjon Nomoz o‘g‘li

IQTISODIYOTDA DAVLAT ISHTIROKINI QISQARTIRISH ORQALI XUSUSIY SEKTOR ROLINI 
OSHIRISHNING IJTIMOIY MUHITGA TA’SIRI.......................................................................................................................73

Musurmonqulov Muhammad

DIAGNOSIS OF EMOTIONAL INTELLIGENCE DEVELOPMENT IN PRESCHOOL CHILDREN: 
METHODS AND RESULTS.............................................................................................................................................................77

Abduxamidova Dilorom Abdumuminovna

MULTIMADANIY MUHITDA PEDAGOGLARNING TANQIDIY FIKRLASH KO‘NIKMALARINI 
SHAKLLANTIRISH MEXANIZMLARI........................................................................................................................................81

Gulyamova Nafisa Burikulovna

WAYS TO IMPROVE MARKETING SERVICES IN A FURNITURE MANUFACTURING ENTERPRISE...............85
Mukhtarov Samadjon Abdusattor ugli

THE ROLE OF SMALL AND MEDIUM-SIZED ENTERPRISES (SMES) IN ENHANCING 
UZBEKISTAN’S EXPORT PERFORMANCE..............................................................................................................................90

Abduvoitov Bekzod Khikmatullaevich, Dr. Navik Istikomah, S.E., M.Si

OPPORTUNITIES FOR FURTHER DEVELOPMENT OF THE TOURISM SECTOR WITH 
THE HELP OF AN INNOVATIVE IT PLATFORM...................................................................................................................99

Nasrullaev Hikmatullo Habibulloevich



C
O

N
T

E
N

T
S

SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL 01.10.2025-YEAR

t.me/scupus_IST2100
4

https://ist-journal.uz

DIGITALIZATION OF AGRICULTURAL PRODUCTS FOR EXPORT.............................................................................105
Azimov R.B.

IQTISODIYOTDA TO‘G‘RIDAN-TO‘G‘RI XORIJIY INVESTITSIYALARNI ROLINI OSHIRISH.............................109
Ruzibayeva Nargiza Xakimovna, Ro‘ziqulov Abduqahhor Ixtiyor o‘g‘li

SUSTAINABLE DIGITAL TRANSFORMATION STRATEGIES FOR INTERNATIONAL TRADE.........................114
Kurolov Maksud Obitovich

THE DEVELOPMENT OF THE METAL MARKET AND THE ROLE OF SMALL BUSINESSES IN IT...............129
Musinov Dilshod Sultanovich

ANALYSIS OF EXISTING TECHNOLOGICAL SOLUTIONS TO THE PROBLEM OF WATERING 
GAS WELLS......................................................................................................................................................................................134

Abdirazakov Akmal Ibrahimovich, Boymurodov Boynazar Muradillayevich

РЕФОРМЫ РЕЛИГИОЗНО-ОБРАЗОВАТЕЛЬНОЙ СФЕРЫ УЗБЕКИСТАНА......................................................140
Тиллябаева Гульсунхон Бахрамовна

MODELS FOR ENHANCING THE COMPETITIVENESS OF SMALL BUSINESS ENTERPRISES.......................144
Melibayeva Gulxon Nazrullayevna

TEXTILES AND SEWING-KNITTING INDUSTRY DEVELOPMENT STATUS AND PRODUCTION 
VOLUME FORECAST....................................................................................................................................................................152

Ikrоmova Takhmina Latifovna

BIG DATA VA PREDICTIVE ANALYTICS YORDAMIDA KORXONA MOLIYAVIY RISKLARNI 
BASHORAT QILISH VA BOSHQARISH...................................................................................................................................159

Karimov Xondamir Jamshid o‘g‘li

WAYS TO IMPROVE ALTERNATIVE FINANCING OF INVESTMENT ACTIVITIES...............................................166
Boboqulov Akmal Muborakbekovich

VENTURE CAPITAL IN UZBEKISTAN: ECOSYSTEM ASSESSMENT, KEY CHALLENGES, POLICY 
IMPLICATIONS...............................................................................................................................................................................173

Umidjon Khoshimov

STUDY OF ELECTRONIC WASTE RECYCLING IN UZBEKISTAN BASED ON THE EXPERIENCE 
OF UZVTORTSVETMET AND THE ALMALYK MINING AND METALLURGICAL COMPLEX............................183

Musayev Marufjan Nabievich, Ergashev Sardor Bakhtiyor ogli

ADVANCED INTERNATIONAL PRACTICES OF EFFECTIVE CREDIT PORTFOLIO MANAGEMENT 
AND THEIR IMPLEMENTATION OPPORTUNITIES.........................................................................................................191

Yusupov Shaxzod Maxmatmurodovich

ECONOMIC ADVANTAGES OF MODERNIZING THE EDUCATION SYSTEM THROUGH INNOVATIVE 
TECHNOLOGIES.............................................................................................................................................................................197

Rakhmatkhojayev Axrorkhoja Akmal ogli

DISTRICT PLANNING AND HOUSING INFRASTRUCTURE SYSTEM AS A FRAMEWORK FOR 
SUSTAINABLE REGIONAL ECONOMIC DEVELOPMENT..............................................................................................203

Daliev Akhtam Sharafutdinovich

JAHONDA KREATIV IQTISODIYOTNI RIVOJLANTIRISHNING MODELLARI VA ULARNING 
OʻZIGA XOS XUSUSIYATLARI....................................................................................................................................................211

Dusmuxamedov Oybek Suratbekovich

INCREASING THE PROFITABILITY OF COMMERCIAL BANKS AS A WAY TO ENSURE FINANCIAL 
STABILITY........................................................................................................................................................................................217

Umarov Davron Shavkatovich

CONVERSATIONAL AND ACADEMIC ENGLISH: KEY DIFFERENCES AND PRACTICAL USES......................224
Dr. Mamatkulova Shohista Jalolovna

TIJORAT BANKLARI KORPORATIV BOSHQARUV TIZIMINING SAMARADORLIGINI BAHOLASHGA 
OID YANGICHA YONDASHUVLAR..........................................................................................................................................228

Temirov Abdulaziz Alimjanovich

AN INTELLECTUAL MODEL FOR ASSESSING THE EFFECTIVENESS OF USING INFORMATION 
TECHNOLOGIES IN THE MEDICAL FIELD..........................................................................................................................234

Vaxidov Inomjon Ilxamovich, Maxsudov Moxirbek Tolibjonovich



C
O

N
T

E
N

T
S

SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL01.10.2025-YEAR

t.me/scupus_IST2100
5

https://ist-journal.uz

HOW EMOTIONAL INTELLIGENCE ENHANCES ETHICAL DECISION‑MAKING IN FINANCE 
AND AUDIT......................................................................................................................................................................................239

Rustamova Iroda Bahtiyorova

TEXT-LINE SEGMENTATION METHODS AND ALGORITHMS IN HANDWRITTEN DOCUMENT 
IMAGES..............................................................................................................................................................................................244

Mardiyev Azamat Shakar ogli, Allayorov Jasur A’zamjon ogli, Alisherova Sarvinoz Alisher qizi

INTERNET VA IJTIMOIY TARMOQLAR: YOSHLAR ONGIGA TA’SIRI VA XAVFLARI...........................................252
Salomov Sirojiddin Abdimalikovich

DEVELOPMENT OF A REGULATORY AND LEGAL FRAMEWORK IN THE FIELD OF PUBLIC-PRIVATE 
PARTNERSHIP IN THE REPUBLIC OF UZBEKISTAN......................................................................................................255

Kholmirzayev Ulugbek Abdulazizovich

ANALYSIS OF EXISTING FINGERPRINT GENERATION METHODS..........................................................................262
Zaripov Olimjan Kuvandiq son

PARTICIPATORY BUDGETING OF THE STATE BUDGET...............................................................................................268
Khamidov Khabibullo Khikmatulla ugli

OPTIMIZING THE FINANCIAL SUPPORT MODEL FOR INNOVATION PROJECTS IN BUSINESS 
ENTITIES..........................................................................................................................................................................................274

Jubanova Bayramgul

NON-SYSTEMIC INCREASE THE EFFECTIVENESS OF HIGHER EDUCATION INSTITUTIONS 
IN THE DEVELOPMENT OF MARKETING ACTIVITIES.................................................................................................280

Isomiddin Sidiqovich Yuldashov

ON THE ISSUE OF STUDYING THE FORMATION OF A WELDED JOINT DURING HIGH-FREQUENCY 
WELDING.........................................................................................................................................................................................286

Zairkulov Elyor Yoqubjon o‘g‘li

UNCERTAINTY, STATE INVOLVEMENT, AND CORPORATE CONSOLIDATION: M&A CASE STUDIES 
FROM BRICS ECONOMIES.........................................................................................................................................................293

Zakhidov Azizbek Rustamovich

THE CURRENT STATE OF TOURISM INFRASTRUCTURE AND THE SERVICE SECTOR..................................300
Radjabova Mavluda Ergash qizi

LOW-ALTITUDE ECONOMY: BOOSTING UZBEKISTAN’S AGRARIAN SECTOR EFFICIENCY.........................304
Kadirov Shukhrat Munavvarovich

ENHANCING CYBERSECURITY OF PLASTIC CARD TRANSACTIONS IN THE “MY CARD” MOBILE 
APPLICATION.................................................................................................................................................................................314

Kurbonbekova Mohichehra Turobjonovna, Mashrapova Sabina Turobjonovna

THEORETICAL AND METHODOLOGICAL FOUNDATIONS FOR IMPROVING THE TAXATION 
PRACTICES OF OIL AND GAS INDUSTRY ENTERPRISES.............................................................................................319

Jabborov Mashrab Ismoil ogli

THE ROLE OF THE BANKING ECOSYSTEM DEVELOPMENT CONCEPT IN INCREASING THE 
COMPETITIVENESS OF COMMERCIAL BANKS................................................................................................................323

Abdurakhmanova Matluba Makhamadaminovna

INVESTMENT RISKS IN STARTUP FINANCING AND METHODS FOR THEIR ASSESSMENT........................329
Bektemirov Abdukhamid Abdumalikovich



SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL

IN
N

O
V

A
T

IO
N

 S
C

IE
N

C
E

 A
N

D
 T

E
C

H
N

O
L

O
G

Y

01.10.2025-YEAR

t.me/scupus_IST2100
329

https://ist-journal.uz

INVESTMENT RISKS IN STARTUP FINANCING 
AND METHODS FOR THEIR ASSESSMENT

Bektemirov Abdukhamid Abdumalikovich
Samarkand State University named after Sharof Rashidov

Associate Professor, PhD 

Abstract: This article systematically examines the economic substance of investment risks inherent in the startup financing 
process, their primary typologies, valuation methodologies, and management mechanisms. The study aims to analyze 
the uncertainties specific to startup investments, synthesize risk assessment approaches employed in venture capital 
practice, and propose an adaptive valuation model for startups. By integrating traditional and contemporary frameworks, 
the research provides a comprehensive overview of how risk mitigation strategies influence the overall efficiency of 
venture deals in high-uncertainty environments.

Key words: startup, investment risk, venture capital, startup valuation, due diligence, venture capital method, First Chicago 
method, real options, financing, innovative enterprise, uncertainty.

I N T R O D U C T I O N
In the modern economy, startup financing has emerged as a key driver for commercialising innovations, 

supporting high-growth firms, and fostering the development of new markets. Venture capital is particularly 
regarded as a critical funding source for early-stage startups that possess rapid expansion potential but lack 
sufficient collateral or stable cash flows required for traditional bank lending.

However, startup financing involves substantially higher risks compared with traditional investments. 
This is primarily because startups often secure investment based on ambiguous business models, limited 
operational histories, unproven technologies, and anticipated market acceptance. Consequently, the challenge 
of “return on investment” (ROI) estimation is inextricably linked to risk assessment within the context of startup 
investing. Research further indicates that startups operate under conditions of “great uncertainty” —a factor 
that significantly complicates their valuation.

From this perspective, it is essential to delineate the structure of investment risks in startup financing, 
synthesise the scientific and methodological foundations of their assessment, and develop an integrated 
valuation model for practical application. This necessitates a classification of investment risk types, an analysis 
of valuation approaches within venture capital practice, an elucidation of the role of the due diligence process, 
and the formulation of risk-assessment mechanisms tailored specifically to startups.

L I T E R A T U R E  R E V I E W
The literature review reveals that scientific approaches to startup financing have primarily evolved along 

three distinct directions. The first direction focuses on the institutional frameworks for financing startups and 
innovative firms, examining the venture capital market, government support, private equity, and quasi-equity 
instruments. World Bank reports interpret risk capital for startups as a fundamental element of the innovation 
ecosystem. Simultaneously, it is noted that financing gaps remain a significant challenge due to the exceptionally 
high risks associated with early-stage development.

The second direction focuses on startup valuation methodologies. In this context, alongside the traditional 
discounted cash flow (DCF) approach, the Venture Capital Method, the First Chicago Method, multiplier-based 
valuation, the milestone-based approach, and, in certain instances, the real options approach are employed. 
Scholarly sources emphasise that purely traditional approaches are often inadequate for startups, as projected 
cash flows tend to be highly uncertain and the estimation of terminal value is subject to significant subjectivity. 
Consequently, approaches that incorporate scenario analysis and qualitative factors are considered more 
appropriate.

The third direction focuses on investors’ due diligence practices. Contemporary research indicates that due 
diligence should encompass not only financial standing but also team quality, technological reliability, market 
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size, legal risks, and, in certain instances, socio-environmental impact. In startup-specific valuations, factors 
such as founder quality, execution capacity, and scaling potential play a pivotal role.

Empirical studies in recent years indicate that, when valuing startups, venture capitalists prioritise not 
only financial indicators but also the management team, innovative resources, market potential, technological 
differentiation, and exit opportunities. The 2024 study titled “Startup Valuation by Venture Capital Investors” 
further confirms that qualitative factors hold central importance in valuation from an investor’s perspective. 
Consequently, the scholarly literature suggests that there is no single universal formula for evaluating startup 
investments; instead, a multi-criteria and phased assessment approach is essential. This article aims to 
systematise precisely this point within the context of startup financing.

R E S E A R C H  M E T H O D O L O G Y
This study is theoretical and analytical in nature, employing methods such as content analysis, comparative 

analysis, conceptual modelling, and the synthesis of approaches.
In the first stage, authoritative institutional sources such as the World Bank, IMF, and IPEV, along with 

scholarly articles on startup valuation, were  analysed. This stage served to identify the external financing 
context of startup investment and the practices of professional investors.

In the second stage, startup investment risks were categorized into the following blocks: team risk, 
product-technology risk, market risk, financing risk, legal risk, exit risk, and valuation risk. This classification 
was developed by synthesizing the key determinants identified in venture due diligence and startup valuation 
research.

In the third stage, a comparative analysis of valuation methods was conducted. The DCF, Venture Capital 
Method, First Chicago Method, and real options logic were compared based on their degree of adaptability to 
startups, ability to reflect uncertainty, data requirements, and practical feasibility. Furthermore, due diligence 
was incorporated as a distinct module for assessing qualitative factors, as a significant portion of risk in startups 
is manifested not in financial statements but in the business model and execution capacity.

In the fourth stage, an integrated model was developed based on the chain of “startup stage – risk 
identification – due diligence – scenario valuation – investment terms and structure – monitoring – revaluation”. 
This model reflects that startup investment is not a one-time valuation event, but rather a phased and iterative 
process.

A N A LY S I S  A N D  R E S U LT S 
Investment risks in startup financing are substantially more complex and multi-layered than those 

associated with traditional business investments.
The primary and most central risk is team risk. At the initial stage of a startup, the most critical question 

for an investor is often not “what is the current revenue?” but rather “can this team bring the product to 
market?” Empirical studies on venture investors indicate that the management team is a crucial factor in 
early-stage valuation. The 2025 KPMG analysis of Central Asia also highlights the team as one of the most 
fundamental criteria in evaluating early-stage startups.

The second primary risk is product and technology risk. A startup’s solution must be technically functional, 
scalable, and capable of addressing a genuine market need. This is particularly critical for deep-tech, AI, 
biotech, or platform-based startups, as the success of a prototype does not guarantee commercial success. 
Consequently, during the due diligence process, the technical status of the product, intellectual property (IP) 
protection, and the development roadmap are scrutinized. IPEV guidelines and venture due diligence literature 
also emphasise that technology and its monetisation potential must not be overlooked when determining fair 
value or making investment decisions.

The third risk is market risk. While a startup may be innovative, investor returns decrease if the market 
size is inaccurately assessed, customer adoption is slow, or competition proves more intense than anticipated. 
2024 valuation research indicates that investors view market size, growth potential, and venture scalability as 
central factors in assessment. Market risk is particularly pronounced in early-stage startups, as they often have 
not yet fully achieved product-market fit.

The fourth risk is financing and runway risk. Startups are typically financed in stages, and the interval 
between funding rounds is sustained by the runway. If revenue growth is slower than anticipated, the subsequent 
investment round is delayed, or capital markets tighten, the startup faces significant operational distress. This, 
in turn, exacerbates the follow-on financing risk for startups.

The fifth risk is valuation risk. Inaccurate valuation of a startup is hazardous for both parties: overvaluation 
diminishes investor returns and heightens the risk of a ‘down round’ in subsequent funding cycles, while 
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undervaluation leads to excessive dilution for founders, thereby undermining incentive systems. The IPEV 
Guidelines recommend mechanisms such as calibration, backtesting, and the determination of attributable 
enterprise value to determine fair value; such practices help mitigate valuation subjectivity in startup investments.

The sixth risk is exit risk. Venture capital logic predominantly links a startup’s valuation to a future exit 
event-such as an IPO, M&A, or secondary sale. If the exit market experiences stagnation, realizing the true 
value of the investment becomes challenging. IMF sources indicate that the venture capital market is highly 
sensitive to interest rates, investor appetite, and overall conditions in capital markets. Consequently, it can be 
argued that exit risk is inextricably linked to the macro-financial environment.

Based on the analysis of these risks, the primary methods employed in valuing startup investments have 
been synthesised as follows:

Firstly, the Discounted Cash Flow (DCF) method. Its primary advantage lies in its theoretical capacity to 
express fundamental value through cash flows. However, due to the limited historical data of startups, prolonged 
periods of negative earnings, and excessive reliance on terminal value, the DCF method often yields sensitive 
and volatile results. Consequently, for startups, the DCF is generally more appropriate as a supplementary 
verification tool rather than a standalone valuation method.

Secondly, the Venture Capital (VC) Method. In this approach, the investor forecasts the future exit value, 
discounts it back using a target rate of return, and calculates the required equity stake. This methodology 
aligns with the startup-specific, exit-oriented logic and is widely prevalent among venture investors. However, 
it remains highly sensitive to assumptions regarding exit multiples and target returns. Nevertheless, the VC 
Method continues to be one of the most practical and convenient approaches for early-stage investment 
valuation.

Thirdly, the First Chicago Method. This approach independently evaluates optimistic, base, and pessimistic 
scenarios, weighting them by their respective probabilities. Given the high degree of startup uncertainty, this 
method is significantly more realistic than a single-point estimate. Particularly for startups with alternative paths 
regarding market acceptance, monetisation, and exit strategies, this approach is considered more robust.

Fourthly, the real options approach. A key characteristic of startup investment is that investors and founders 
make decisions incrementally: options exist to wait, proceed to the next round, pivot, expand, or terminate. 
The real options method attempts to capture precisely this value of flexibility. However, due to its practical 
computational complexity, this approach is primarily applied to analytical and sophisticated projects.

Fifthly, due diligence and multi-criteria qualitative analysis. A pivotal aspect of startup investment 
is that valuation is not derived solely from a formula; it is determined by multifaceted factors such as the 
team, technology, traction, governance, legal compliance, and scaling capability. Consequently, in practice, 
financial modelling, legal scrutiny, commercial due diligence, and technological due diligence are conducted 
concurrently. Contemporary research confirms that professional venture capital managers make informed 
investment decisions by relying heavily on rigorous due diligence and continuous monitoring.

C O N C L U S I O N  A N D  R E C O M M E N D A T I O N S .
Based on the conducted research, it can be concluded that investment risks in startup financing fundamentally 

differ from traditional corporate investments due to high levels of uncertainty, limited historical data, and the fact 
that a vast majority of future value is contingent upon unrealized growth potential. Consequently, investment 
decisions for startups rely more on evaluating “future execution capacity and scaling potential” rather than 
“current financial performance”. This conclusion aligns with contemporary scholarly work on venture capital 
and startup valuation.

The primary scientific conclusion of this research is that an effective risk assessment model for startup 
investments must rely on a combination of methodologies rather than a single approach. The Discounted Cash 
Flow (DCF) method has limited applicability in startups; the Venture Capital Method serves as a convenient, 
exit-oriented practical tool; the First Chicago Method more accurately reflects scenario-based uncertainty; and 
the real options approach elucidates the value of strategic flexibility. Ultimately, the quality of due diligence 
serves as the overarching determinant for the reliability of the entire valuation process.

From a practical perspective, the following recommendations are proposed for startup investors. First, in 
early-stage startups, the quality of the founder and the management team should be evaluated as a distinct 
and primary assessment block. Second, valuation should ideally be represented as a range of potential 
scenarios rather than a single point estimate. Third, investment terms should be structured to align with risk 
profiles through mechanisms such as tranching and milestone-based financing. Fourth, to mitigate portfolio 
risk, investors should prioritise diversification and enhance post-investment monitoring. Fifth, the probability of 
subsequent funding rounds and potential exit events must be assessed independently, as any decrease in the 
availability of follow-on financing significantly escalates the risk associated with the current investment.
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Crucial recommendations are also provided for founders and startup teams. First, before seeking 
investment, startups must organize their data room, legal documentation, cap table, and traction metrics. 
Second, a “high valuation” should not be an end in itself; rather, a sustainable and healthy capital structure for 
subsequent funding rounds is of greater importance. Thirdly, startups should operate on the same information 
plane as their investors regarding core risks; namely, they should regularly monitor metrics such as product-
market fit, churn, burn rate, runway, and unit economics.

The final conclusion is that investment risk assessment in startup financing is not an isolated calculative 
exercise; rather, it is a complex management process comprising the synthesis of strategic choices, scenario-
based thinking, staged financing, and multi-criteria qualitative due diligence. Investors and startup teams who 
perceive risk not merely as a threat, but as a framework for “information processing and decision-structuring”, 
are better positioned to make substantially more informed and robust decisions under conditions of high 
uncertainty.
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