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i Abstract. The purpose of this publication was to develop a scoring methodology for evaluating and ranking investment
projects by their attractiveness and potential success, as well as to use this evaluation to identify more effective projects.
The article provided a methodology for calculating possible risks for further use in project ranking. The article presented
a simplified mathematical model for comparing investment projects and ranking them. The model can be used in the
development of own evaluation methods. In this article, methods such as discounted cash flow, real options method,
expert judgment, hierarchy analysis and Bill Payne’s method were considered for start-up valuation. The key elements of
the evaluation process were the determination of criteria and weighting factors. Criteria included important evaluation
criteria (e.g., profitability, risk, strategic importance, social impact). Each criterion had a percentage weight based on
relative importance, with weights summarised up to 100%. The article considered key aspects of effective investment
with a focus on the need to minimise risks and strive for profit maximisation. The authors analysed various types of risks,
which may include loss of funds due to project inefficiency or underestimation of the potential of promising investment
opportunities. Attention was also paid to the investment environment in Ukraine, which has undergone significant
changes as a result of the war in 2022-2024. The authors highlighted the shift in investment focus from traditional sectors,
such as business centres and infrastructure, to the defence industry, and predict the economic recovery after the conflict
ends. Scoring methodologies, quantitative and qualitative methods of investment project evaluation were considered
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@ Introduction

As the complexity of economic conditions increases, so
does the need to minimise risks and strive to maximise
the return on investment. Risks can include both the pos-
sibility of losing money due to project inefficiency and
underestimating the potential of promising investment
opportunities. Investors face various types of risks, rang-
ing from financial and technical problems to changes in
political or market conditions. Minimising these risks and
maximising returns become important tasks for any inves-
tor. This requires analysing and evaluating the risks and
opportunities associated with each specific project. Antici-
pating possible difficulties and identifying ways to avoid or

W Suggested Citation:

mitigate them are key to ensuring a successful investment.
The investment environment in Ukraine has undergone
significant changes as a result of the war. Instead of de-
mand for business centres, retail chains, infrastructure, or
energy, defence-related projects are currently seeing the
most development. Nevertheless, there is a general belief
that Ukraine’s post-conflict recovery is beginning. A sig-
nificant amount of investment is also expected in the res-
toration, expansion and modernisation of infrastructure,
industry, energy and other sectors.

If exclude the cases when entrepreneurs invest ei-
ther in the development of their company or in business

Sevastyanov, R., & Hoidenko, O. (2024). Use of scoring methods to evaluate investment projects. Management and Business,

2(1), 15-24. doi: 10.59214/mb/1.2024.15.

*Corresponding author

Copyright © The Author(s). This is an open access article distributed under the terms of the
Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)


https://orcid.org/0000-0001-9088-4433
https://orcid.org/0009-0002-5403-4970

Use of scoring methods to evaluate investment projects

expansion, the most common types of financing for var-
ious projects are lending and venture capital investment
(Venture capital investments, n.d.). Scholars M. Kostiuko-
va & V. Haliasovskyi (2021) and I. Behal (2023) have ex-
tensively studied the challenges of using scoring methods
for evaluating investment projects. Recent work has also
been published by W. Wu (2023), S. Guang et al. (2024), and
J. Xiao et al. (2024). The article emphasised the importance
of improving the methodologies underlying ESG ratings,
especially in the face of uncertainty, and suggested that in-
tegrating these approaches can improve the decision-mak-
ing process for sustainability-oriented investors. Research
of the issue of effective investment has been conducted
by L. Mo (2023) and G. Babaei & S. Bamdad (2023). Other
notable authors include S.S. Rawat et al. (2023). N. Chiad-
amrong (2024) considered approaches to the assessment of
economic benefits from increasing the discriminatory abil-
ity of scoring models on which risk management is based.
This author economically justified the costs of investment
resources aimed at improving the models and their tech-
nical resources aimed at improving the models and their
technical implementation in credit business processes.

It is predicted that after the war ends, Ukraine will
begin an active process of economic and infrastructure re-
covery. This will open up new opportunities for investment
in various sectors, including those that were most affect-
ed by the conflict. Investors are expected to find attractive
business development and profit opportunities in Ukraine’s
recovering economic environment. Thus, effective invest-
ment in Ukraine will require careful analysis of risks and
prospects, assessment of market trends and potential op-
portunities. Investors who are able to correctly assess and
respond to changes in the investment environment will
have a greater chance of success as Ukraine’s economy
begins to recover. Investments can be raised from entre-
preneurs’ own funds, venture capital investments, angel
investments, crowdfunding, and bank loans (What is the
difference..., 2018). It is important to minimise risks and
choose strategies that maximise profits. Such strategies
are important for finding new methods for their evaluation
and management. The goal of this article was to create a
practical and user-friendly scoring system for assessing
and ranking investment projects based on their appeal and
likelihood of success, and to apply this evaluation in deter-
mining whether to proceed with a more detailed analysis of
specific projects.

W Materials and Methods

The paper employed a comprehensive set of methods to
evaluate start-ups, combining both quantitative and qual-
itative approaches. These methods included discounted
cash flows (DCF), real options analysis, expert estimates,
hierarchy analysis, and the Bill Payne method, all of which
contributed to a more nuanced evaluation of investment
opportunities. The core of the evaluation process revolved
around two key components: criteria and weighting factors.
Evaluation criteria typically encompass dimensions such

as profitability, risk, strategic relevance, and social impact,
each of which was assigned a percentage weight based on
its relative importance. The sum of these weights always
equals 100%, reflecting the company’s strategic priorities.

In addition to financial metrics, the evaluation system
integrated non-financial criteria, recognising that the suc-
cess of a start-up is influenced by factors beyond profitabil-
ity alone. Weighted scores were calculated for each crite-
rion, and used to rank the projects, providing a structured
method for comparing competing investment options. The
process of determining criteria and weights should be col-
laborative, involving key stakeholders to ensure that the
evaluation framework aligns with the organisation’s goals.
This system must be flexible, with periodic reviews to adapt
to changing priorities or market conditions. A wide range of
financial methods were used to assess investment projects,
including well-established techniques like Net Present
Value (NPV), Internal Rate of Return (IRR), Payback Period,
Discounted Payback Period, Profitability Index (PI), Mod-
ified Internal Rate of Return (MIRR), Accounting Rate of
Return (ARR), Real Options Analysis, Break-Even Analysis,
and Cost-Benefit Analysis (CBA). Each of these methods
had distinct advantages and limitations. For example, NPV
provided a direct measure of the dollar value an investment
is expected to generate, but it may not fully capture the flex-
ibility of an investment under uncertainty, where real op-
tions analysis might be more applicable. IRR helped assess
the return rate but may lead to conflicting decisions when
comparing projects with different sizes or time frames.

Scoring methods, also referred to as capital scoring or
project scoring, served as an essential tool in evaluating
and ranking multiple investment projects. The key steps
in scoring involved defining the evaluation criteria, assign-
ing weights to each criterion, scoring each project against
these criteria, and calculating the weighted scores to rank
the projects accordingly. This ranking process provided a
clear basis for decision-making, allowing companies to al-
locate capital to the most promising ventures. A multi-cri-
teria, multi-method approach provided a more balanced
view of potential investment opportunities, accounting for
both financial performance and broader, strategic consid-
erations. This comprehensive evaluation process not only
enhances the decision-making framework but also allows
businesses to optimise their capital allocation, ensuring
that resources are directed toward projects with the best
risk-return profiles, strategic alignment, and potential for
long-term growth. Financial scoring was used to calculate
a composite index that comprehensively demonstrates the
state of a company’s liquidity, solvency, profitability, and
business activity. For example, it can be considered the
methodology developed by YouControl (Financial scoring
methodology..., n.d.) that calculates the FinScore index.
This model takes into account several dozen empirically
identified factors and used formulas to calculate a quan-
titative score for the company in question. In general, as
with any scoring model, the Finscore index is calculated
using the formula:

Management and Business, Vol. 2, No. 1



Sevastyanov & Hoidenko

F=3),Fxw, M

where w, - factor weight, 0<w,<1; 3* W,=1 (importance
coefficient); F, - the score obtained for a particular factor.
The authors have proposed the following main components
of the proposed methodology. It is a system for evaluating
investment projects based on several factors. In it, the eval-
uation is divided into three main areas: team, market, and
product, with each area containing certain criteria. This is
how the system is set up and how the evaluation works.
Factors are used for comparison: the evaluation is based on
various key factors such as team composition, market con-
ditions and product characteristics. Each factor has its own
scoring criteria that reflect the quality or status of that fac-
tor for a particular project. Each factor is assigned a score
from 1 to 3 based on predefined quality descriptions: least
favourable condition (e.g., lack of experience or low market
size); moderate or acceptable condition; most favourable
or optimal condition (e.g., highly skilled team or high mar-
ket demand). Some factors were assigned a factor, which is
a weight that indicates the importance of the factor in the
overall assessment.

W Results and Discussion

The success of an investment project depends on several
key factors. The competence and experience of the team
play a crucial role in solving problems and adapting to
challenges, which ensures the smooth implementation of
the project. A thorough market analysis helps to identify
the target audience, trends and competition, which gives
an idea of the potential success of the project. It is neces-
sary to assess the innovation and uniqueness of the prod-
uct to ensure that it meets the client’s needs and stands
out from the competition. Assessing financial, technical,
and legal risks is important to anticipate problems. Effec-
tive risk management strategies help reduce threats and
increase the likelihood of project success.

Ukraine’s investment environment has undergone pro-
found changes due to the ongoing war with Russia, which
began in February 2022. Prior to the conflict, Ukraine had
been on a path of economic reforms and opening up to for-
eign direct investment, especially after the 2014 crisis. The
war has created an extremely challenging environment for
both Ukrainian and foreign investors. Despite these diffi-
culties, there are emerging opportunities in specific sectors
and a sense of optimism for future recovery. Ukraine’s in-
vestment environment has shifted dramatically due to the
war, marked by economic challenges and heightened risks.
Opportunities exist in key sectors like infrastructure, ener-
gy, agriculture, and technology, particularly for those who
are strategically positioned to participate in the post-war
recovery and reconstruction efforts. The success of future
investments will largely depend on the duration of the con-
flict, international support, and Ukraine’s ability to imple-
ment reforms and rebuild its economy in the coming years.

Among the life stages of an investment project, there
are several stages that begin with the formation of an idea

and end with the operation stage. Each of these stages
plays an important role in the development of the project
and requires a careful approach to achieve a successful out-
come. Formation of the idea: the first stage is the emer-
gence of an idea. At this time, the team identifies a need
or opportunity for a new project. The idea can come from
many sources — from internal company needs to external
market opportunities. Preliminary analysis: once an idea
has been generated, a preliminary analysis is conducted
to assess its viability and potential benefit. This stage in-
cludes assessing the risks, cost, and potential impact on the
organisation or market. Making a decision on implemen-
tation: after a successful analysis of the idea, a decision is
made to implement the project. This includes deciding on
funding, timing, and overall strategic benefits. Planning:
the planning phase develops a detailed strategy for the
project, including resource allocation, schedule, and mile-
stones. Funding: once the plan is in place, the project needs
to be funded. This stage may involve finding investors or
tapping into the company’s internal resources. Implemen-
tation: at this stage, the project becomes a reality, and work
begins according to plan. Start of operation: when a project
is completed, it is put into operation. This means that the
project begins to deliver the planned results or benefits to
the organisation or market.

A large number of ideas and proposals require careful
analysis and evaluation of their attractiveness before im-
plementation. The analysis at the preliminary stages allows
to identify potential problems and difficulties that may
make it difficult to adequately evaluate the project. Solving
these problems at an early stage helps to reduce risks and
increase the chances of project success in the future. There
are quantitative and qualitative methods for evaluating
both investment projects and borrowers seeking assistance
from either banks or investors. Qualitative methods can
also be divided into expert and scoring methods (or rank-
ing, evaluation by many criteria). Credit scoring systems are
used almost everywhere in banks. However, they may differ
in some nuances, but their main purpose is always to deter-
mine the integrity and reliability of a potential borrower.
In a broader sense, scoring systems in banks are aimed at
ensuring the successful operation of institutions both for
personal loans and other lending options - commercial
(business) loans, mortgages, car loans. Credit scoring in
banks answers 2 main questions — how reliable and cred-
itworthy a client is. Leading financial institutions are now
using innovative developments that include artificial intel-
ligence, processing of statistical data from customer data-
bases using neural networks, blockchain, etc (Behal, 2023).

These systems operate as follows. Customer data is
collected, which may include age, marital status, educa-
tion, place of residence, credit history, place of work and
position, number of children, and many other parame-
ters, on the basis of which a mathematical model is built
to establish a certain rating in points for each borrower.
The higher the rating, the more likely the borrower is to
successfully repay the loan to the bank. Accordingly, if the
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rating falls below a certain threshold, the bank may either
refuse to grant the loan or set more stringent conditions
for repayment, collateral or guarantee, or interest rate. The
most well-known systems are Fair Isaak Corporation (FICO)
and VantageScore. Also, it should be noted that there are 2

areas of credit scoring, namely: application scoring, which
assesses the client’s creditworthiness; fraud scoring, which
assesses the likelihood of fraud. The main differences be-
tween lending and venture capital investment were pre-
sented in Table 1.

Table 1. Characteristics of differences between lending and investment

Characteristics Crediting Investing
When lending, you need to repay not only the amount In an investment, capital is invested by an investor
borrowed, but also additional interest (which is often without the expectation of an immediate return. The
Payment . . A . .
significant) for using these funds. The interest may be investor expects to receive a share of the profits from
fixed or vary according to the market rate. the enterprise’s activities in the future.
The b Orrower must make loar} payments (capital The investor expects to receive a return only after
and interest) in accordance with the terms of the .
. : . . the company starts generating profits. The return on
Maturity dates agreement, which are usually specified in the contract. | .
. A - investment can be long and depends on the success of
Violation of the terms may result in penalties or .
. . the business.
increased interest.
When granting a loan, banks often require collateral Investors usually do not require collateral or a
. (e.g., a pledge of property or a personal guarantee) -
Bail/guarantee . guarantee, but may evaluate the business and analyse
to ensure repayment of the loan in the event of the . . . R
se s its potential before investing.
borrower’s insolvency.
Creditors do not have any influence on the strategy Investors, as owners of a stake in a business, can have
Impact on X L.
business or management of the company; they only provide a certain influence on the development strategy and
financial resources under certain conditions. decision-making.
Terms of After the loan is repaid, the relationship with the lender Investqrs reta}ln their stake n the busmes§ throu.ghout
- . . . the entire period of cooperation, can provide advice and
cooperation is terminated unless a new agreement is concluded. - . - -
be active participants in business processes.
The loan does not provide for the lender’s participation | The investor receives a percentage of the company’s
Percentage of - > ) . .. .
in the company’s profits; the lender receives only profits, which can be a significant amount if the
profit X . .
repayment of the borrowed funds and interest. business is successful.
- In the event of a borrower’s bankruptcy, the creditor | Investor’s risk losing their investment in the event of a
Rules in case of h N ) -
as priority access to debt repayment, regardless of the | company’s bankruptcy, but may have certain rights to
bankruptcy . o , - LS
financial condition of the company. the company’s assets in the event of liquidation.

Source: compiled by the authors

Both the first and the second methods use certain sets
of factors about the client in their calculations and allow
them to evaluate anyone by calculating the appropriate
number of points to make a decision on whether or not to
grant aloan. It should also be added that there are also “stop
factors” in scoring methods, which are guaranteed to result
in a loan being denied — these can be a prison sentence,
outstanding (or past due) loans, or other factors (Financial
scoring methodology..., n.d.). Thus, the above scoring mod-
el allows to form a certain rating of companies by assessing
their financial stability. According to YouControl’s reports
on the history of defaults of Ukrainian companies in 2015-
2020, 55-61% of companies in the FinScore “D” group used
to be bankrupt, while only 3-5% of companies were in the
“A” group (Financial scoring methodology..., n.d.).

This means that any rating calculated using any scor-
ing system is not a guarantee of success or failure, but is
primarily a reflection of the probability of a positive or
negative outcome (Efimova, 2021). Investment research
does have its own peculiarities, especially when it comes
to new projects and innovative ideas. There are several key
aspects to consider. New project risk: new projects have no
operating history, so their prospects may be uncertain. It is
difficult for investors to assess whether the sales volume,
the quality of the team, and the correctness of the calcu-
lations will be achieved. The need for additional analysis:

investors should carefully research new projects, paying
attention to aspects such as the team, market potential,
competitive advantages and go-to-market strategy. Inno-
vation as a risk factor: innovative projects can be difficult
to evaluate due to their uniqueness and unpredictability.
Investors should be prepared for a high level of risk. Im-
portance of research: investors should study the market,
technological trends and other factors to make informed
decisions (Early-stage valuation methods..., n.d.; Kostiuk-
ova & Haliasovskyi, 2021; Rawat et al., 2023).

Investment research on new projects requires more
in-depth analysis and risk-taking, but it can lead to high
rewards in the future. In addition to scoring, a variety of
quantitative methods are used to evaluate investment pro-
jects, which have their advantages and limitations. They
are usually characterised by simplicity, speed, and ver-
satility, but they also have certain disadvantages. One of
the most common methods is DCF. This method involves
determining the present value of a project’s future cash
flows based on the time value of money. DCF is a power-
ful tool, but its use requires accurate forecasts of future
revenues and expenses, which can be difficult in the case
of a large number of external factors and risks (Brealey et
al., 2020). The authors also used the real options method,
which allows to evaluate investment projects as financial
options with the possibility of changing the strategy in the
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future. This approach allows for a more flexible response
to changing conditions and market risks, but requires com-
plex mathematical calculations.

Other quantitative methods include cost sensitivity
analysis, statistical methods, and others. Their main ad-
vantages are efficiency and the ability to obtain numerical
results. However, such methods often do not take into ac-
count the human factor, the complexity of assessing exter-
nal influences and risks, and require a large amount of data.
The disadvantages of quantitative methods are the limited
criteria taken into account in the evaluation and the ten-
dency to rank projects by numerical indicators rather than
by the quality of a particular project. The evaluation of in-
vestment projects using quantitative methods should be
supplemented by quality and risk analysis, which allows for
a more complete picture of the project’s potential before
making an investment decision.

Qualitative methods for evaluating investment pro-
jects, such as expert evaluation, hierarchy analysis meth-
odology (HAM), Strategic Technology Assessment Review
(STAR), and Industrial Research Institute Technique (IRI),
have both significant advantages and disadvantages that
should be considered. One of the main advantages is the
use of expert experience and intuition. These methods al-
low the application of expert knowledge and experience,
which is important for evaluating complex investment pro-
jects, especially those that involve innovation or techno-
logical challenges. Another advantage is the ability to as-
sess risks and the human factor. Qualitative methods make
it possible to consider risks associated with human factors,
such as expert evaluations of potential problems or select-
ing the best way to implement a project. A further bene-
fit is that these methods do not require large amounts of
statistical information. Compared to quantitative methods,
qualitative approaches can be effective even when there is
insufficient data to build mathematical models.

Qualitative methods of evaluating investment pro-
jects have several drawbacks. Experts’ assessments can be
subjective and depend on personal experience and views,
which can lead to unpredictable results. Depending on the
complexity of the project, it can be difficult to find compe-
tent experts, especially for innovative technologies or mar-
kets. It is important to determine how competent an expert
is in a particular field or project, as this can affect the reli-
ability of the assessment. There is also a risk that experts
may have personal interests or biases that may influence
their evaluation of the project. The views of an influential
expert can affect decision-making, which may result in the
selection of suboptimal strategies or projects. In general,
qualitative assessment methods are a useful tool to com-
plement quantitative approaches, but their use requires
careful analysis, control over subjectivity, and caution in
selecting experts (Guang et al., 2024).

Scoring methodologies, such as the Brooks Method,
Bill Payne Method, Flagship Pioneering, Ioniq, M13, Rock-
et-internet, and others, are designed to evaluate invest-
ment projects based on a set of quantitative and qualitative

criteria. They provide an opportunity to combine different
types of indicators and evaluation methods, which allows
to get a comprehensive view of the project’s potential. One
of the main advantages of scoring methods is their ease of
use. For example, they can be implemented in the form of
questionnaires or rating scales, which simplifies the pro-
cess of data collection and analysis. In addition, they can
be customised to take into account specific regional char-
acteristics, industry trends, or market conditions, making
them more adaptable and effective in specific situations.

Scoring methods have certain drawbacks. A serious
challenge is the difficulty of building a universal scoring
model, as different projects may require different sets of
criteria for evaluation. There is also a certain subjectivi-
ty in the assessment of some qualitative factors, as they
can be interpreted differently by different evaluators. De-
spite these shortcomings, scoring methodologies remain
an important tool for making decisions about project in-
vestments. They allow to systematise and analyse a large
amount of data, providing an objective approach to deter-
mining the potential and risks of a project. To ensure the
best results, it is important to constantly improve scoring
models, taking into account specific conditions and cir-
cumstances in accordance with the market situation and
industry requirements.

Among the existing ones, some methodologies attract
attention for its fairly universal approach to evaluating new
start-ups. This method is based on comparing the company
in question with other already operating start-ups and ad-
justs the appropriate coefficients for key indicators to ob-
tain a preliminary assessment of the new project. The main
idea behind the methodology is that by comparing it to ex-
isting start-ups, one can understand the potential oppor-
tunities and benefits of a new project. This allows investors
and market scouts to get a better idea of how a new start-up
can fit into the existing ecosystem and how it can fulfil its
goals. Evaluating a new start-up by comparing it to similar
projects allows you to draw reasonable conclusions about
its potential and competitiveness. Taking into account
key indicators and adjusting coefficients allows for a more
objective assessment, which contributes to making bet-
ter decisions about investing in and developing start-ups.

The methodology was described in several stages. Sev-
eral key criteria are selected that the investor and the team
consider important for evaluating the start-up. These crite-
ria can include parameters such as market size, team, tech-
nology, and potential profits. Other start-ups with similar
characteristics are identified for comparison. These can be
companies from the same industry or with similar products
or services. The new start-up is then compared to these
similar projects. After that, scoring is conducted. Each
start-up is evaluated for each criterion, and points are as-
signed based on their importance. For example, if the team
is considered the most important factor, more points are
given to start-ups with a strong team. The total score is cal-
culated by summing up the points for all criteria. This score
determines the evaluation of the new start-up according to

Management and Business, Vol. 2, No. I



Use of scoring methods to evaluate investment projects

the Bill Payne method. The authors proposed a simplified
scoring methodology of the team, market, product, risk
(TMPR), which allows for a preliminary assessment of the
project by the investor. The simplified scoring methodolo-
gy of the team, market, product, risk (TMPR) is an effective
tool for preliminary assessment of an investment project.
It is proposed to consider the main components of the pro-
posed methodology:

1. Team: the quality and experience of the team is an
important factor in the success of the project. A preliminary
assessment of the management’s competence and ability
to plan well, the effectiveness of team communication, and
the level of motivation is required. To do this, it will not
be superfluous to ask about previous experience, familiar-
ise yourself with previously developed work procedures,
schedules, and reports. A strong team is able to effectively
solve emerging problems and adapt to changes, which en-
sures the successful implementation of the project.

2. Market: market assessment determines the po-
tential demand for the product or service offered by the
project. Investors analyse the size of the target audience,
trends, and the competitive environment. The larger the
market and the less competition, the more opportunities
for project success. The best result is achieved if you have
in-house competence in this area or access to up-to-date
market research.

3. Product: the quality of the product or service is also
important. It is necessary to evaluate the innovation, use-
fulness and uniqueness of the project proposal for future
clients. A high-quality product ensures that it is differen-
tiated from competitors and meets the needs of the target
audience.

4, Risk: risk assessment allows you to predict possible
difficulties and threats to the success of the project. It re-
quires an analysis of financial, technical, legal and other
risks that may affect the implementation of the investment
project. Effective risk management and development of
minimisation strategies are key success factors.

Together, these four criteria provide investors with a
comprehensive view of the project’s potential and allow

them to make informed decisions about further invest-
ment. The calculation was based on the formula:

(Bt X miy+ X ppz) X1
= - ,

S 2)
where ¢, m, p, is the score of the corresponding parameter
in points from 1 to 3; x, y, z — coefficients reflecting the
importance of such blocks as “team”, “ product”;
R - risk coefficient.

To calculate the risk factor, it is necessary to accept the
following classification:

1. Financial risks:

1.1 Credit risks: related to the possibility of losses due
to non-payment or delayed payment of financial obliga-
tions by customers.

1.2 Liquidity risk: arises from uncertainty in the future
prompt realisation of assets at the stipulated price.

1.3 Currency risks: caused by uncertainty of future
movements of the national currency exchange rates against
foreign currencies.

2. Technical risks:

2.1 Risk of cost overruns: the design and estimate cost
may be exceeded due to the fault of many participants in
the investment process.

2.2 The risk of untimely completion of the investment
absorption period: arises due to changes in the composi-
tion of projects and disruptions in the supply of material
and technical resources.

2.3 Risk of breach of contract: depends on the inves-
tor’s financial insolvency, changes in taxation conditions
and other factors.

3. Operational risks:

3.1 Risk of sales of products, works, services: arises
due to the possibility of narrowing of the sales market and
loss of some consumers due to competition and the emer-
gence of higher quality goods after the facility is put into
operation.

For each of the risks, its significance is predicted ac-
cording to the Table 2, and then the overall average risk
value from 1 to 8 is calculated.

» o«

market”,

Table 2. Risk matrix

Unlikely Probable Highly likely Guaranteed
Low impact 1 2 3 5
Average impact 2 3 4 6
High impact 3 4 6 7
Catastrophic impact 4 6 7 8

Source: created by the authors based on M. Kostiukova & V. Haliasovskyi (2021)

The classification of risks includes several categories.
Financial risks encompass concerns like credit risks, where
customers may delay or fail to meet payment obligations,
and liquidity risks, which relate to uncertainties about how
easily assets can be converted to cash at expected prices.
Technical risks involve potential cost overruns from er-
rors by project participants and delays in project comple-
tion due to issues like disrupted material supply chains.

Operational risks focus on market dynamics, such as los-
ing customers or facing stiffer competition, which could
affect product or service sales after a facility becomes op-
erational. Each risk is assessed for its significance, and an
overall risk factor is calculated based on its likelihood and
impact using a matrix. The risk matrix categorises risks
based on both their likelihood and impact. The likelihood
ranges from “Unlikely” to “Guaranteed”, while the impact
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levels span from “Low” to “Catastrophic”. Risks are rated
on a scale from 1 to 8, where higher scores indicate more

significant risks. For instance, a “Guaranteed” event with ~ was considered (Table 3).

Table 3. Proposed scoring system for investment project evaluation

“Catastrophic impact” is rated 8, representing the highest
possible risk. The system of scoring investment projects

Factors for comparison Score Coefficient
Number 3 2 1 min | max
of scores
o Specialists should be
Availability of a All the necessary Majority of specialists sought in the labour 1 3
team specialists
market
Successful experience
Quality of the team | . and rep uFatlop n Unconﬁrmed No experience 1 3
implementing similar experience
Team . 0.4
projects
Confidence in
Motivation of the success, Vyllhngn_ess Confidence in success, No guarantee of
to participate with X success, not ready to 1 3
team - - not ready to invest ]
their own funds in invest
significant amounts
Volume of the 1 billion euros and 100 million euros and up to EUR 100 million 1 3
market more more
O,

Market growth More tha;leg(ié for the From 5 to 10% per year Up to 5% per year 1 3
Corppetltlve Highly competitive Moderate le\{el of Existing oligopoly 1 3
environment market concentration

Market | Availability of sales | There is an extensive There are sales There are no sales 0.3
. channels, but in small | channels, the issue has | 1 3
channels network to implement .
numbers not been finalised
High liquidity, the Med'lum liquidity, the Little liquidity or
L . project can be closed
Expected liquidity | project can be closed - - complete loss of
- - L with financial losses . . 1 3
of investments without significant - o investment in case of
. not exceeding 50% of . X
financial losses R project failure
the investment
It is needed often; it is Needed by certain Only a small segnent
Demand - of the population 1 3
needed by everyone categories of people -
needs it
Competitive The product is unique | The product is better The product is not
advantage and or superior to similar | than its analoguesin |fundamentally different | 1 3
product uniqueness | ones by some criteria some of the criteria from the existing ones
The ability to start The ability to start
Ability to produce | production in a short production in an 1 year or more to start 1 3
the product period of time (0-6 average (6-12 months) production
Product months) period of time 0.3
Production Profitability is above Profitability from 10 | Profitability is less than 1 3
profitability 50% to 50% 10%
Availability of test Test sample The test sample is There is no test model, 1 3
samples P being finalised only a theoretical idea
Ability to
implement The need for minor Extensive research to
the technical Possibility confirm theoretical 1 3
research .
component of the calculations
project
Calculating the minimum and maximum possible number of points: 4.5 | 13.5

Source: compiled by the authors

The lowest possible score, taking into account the risk,
can be 0.56, and the highest 13.5 points. This calculation
allows an investor to make a quick preliminary analysis
of a start-up relative to others before spending time and
resources on in-depth project research, further communi-
cation with project initiators, development of a feasibility
study, and other stages. A.O. Scott et al. (2024) believe that
traditional methods of assessing and managing credit risk,

such as credit scoring and historical data analysis, are no
longer sufficient to meet the complex challenges of finan-
cial markets to meet the complex challenges of financial
markets. Advanced risk management solutions offer more
robust and dynamic tools to identify, assess and mitigate
credit risk. One of the key advances in this area is the in-
tegration of big data and machine learning algorithms.
N. Chiadamrong & P. Suthamanondh (2024) considered
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multi-objective problems under uncertainty where financial
gain and risk from uncertainty are trade-offs. The authors
use chance-constrained programming to defuzzification
and solve uncertain optimisation problems under a given
confidence level. R. Gonzélez-Pozo et al. (2024) reviewed a
proposal to improve the ESG methodology used by rating
agencies. In other words, they discuss the challenges faced
by financial investors in the context of global uncertain-
ty and growing interest in sustainable investments, with a
focus on environmental, social and governance (ESG) indi-
cators. ESG indicators are increasingly being used as a tool
to assess companies’ sustainability practices. However, the
methodology of these indicators, which are often provided
by rating agencies, can be unclear, making it difficult for
investors to make decisions.

M. Caldeira & F.H. Pereira (2022) focused on ESG,
while V. Kobets (2022) incorporated MCDM with automa-
tion and J. Cao & F. Xu (2022) used entropy-based fuzzy
logic for high uncertainty environments. All three studies
focused on investment decision-making, using advanced
methodologies (ESG scoring, MCDM with robotic advisors,
and fuzzy TOPSIS) to optimise responsible and informed
investment choices. The research is applied to a variety of
industries, illustrating the versatility of decision support
systems across sectors. V. Kobets & O. Berehovyi (2022)
presented a software-based solution to assess the attrac-
tiveness of investment projects. Their work highlights
the technical aspects of developing assessment tools that
can assist stakeholders in identifying viable projects. The
authors focus on integrating diverse economic indica-
tors to enhance decision-making processes, underscoring
the role of ICT in streamlining investment evaluations.

Ecological transition through the green investment fi-
nancial tool (GIFT). L. Becchetti et al. (2022) delved into
the integration of ecological factors in investment as-
sessment by proposing the GIFT. By prioritising ecolog-
ical metrics, the GIFT approach represents a response
to global calls for greener investment practices. This ap-
proach is especially relevant in the context of the ongo-
ing ecological transition, as it helps align investment
strategies with sustainable development goals (SDGs).
The study highlights the need for tools that not only as-
sess financial returns but also evaluate the environmental
impact, offering a dual-benefit framework for investors.
Fuzzy multi-criteria evaluation for investment projects
E. Aliyev et al. (2022) introduced a multi-criteria evalua-
tion methodology based on fuzzy logic. This technique is
particularly valuable for projects with multiple competing
criteria where subjective judgment plays a role. The fuzzy
evaluation method provides a more flexible and nuanced
decision-making model, which is especially beneficial in
environments with ambiguous or incomplete data. This
work contributes a novel mathematical framework for in-
vestment project evaluation, addressing both quantitative
and qualitative factors and enhancing the robustness of
investment decisions. The authors discussed their advan-
tages, such as ease of use, speed and versatility, as well as

disadvantages, including the limited criteria considered in
the evaluation and the tendency to rank projects by numer-
ical indicators. The authors emphasised the importance of
careful analysis of risks and prospects, assessment of mar-
ket trends and potential opportunities for successful in-
vestment, which are the main focus of the article.

Quantitative methods, such as DCF and the option
pricing method, are powerful tools, but they require ac-
curate forecasts and can be difficult to use due to exter-
nal factors and risks. Qualitative methods, such as expert
judgment and hierarchy analysis, allow for human factors
and intuition, but can be subjective and depend on the ex-
perience and opinions of experts. The authors emphasise
that to obtain the best results, it is important to combine
quantitative and qualitative methods to ensure a compre-
hensive approach to the evaluation of investment projects.
The article discussed the methods used to evaluate new
startups. The classification of risks and principles of their
calculation are considered. A simplified scoring method-
ology of the CRPR is proposed, which allows investors to
evaluate four main criteria of an investment project: team,
market, product, and risk. The authors proposed a formula
for calculating the scoring, which includes an assessment
of these criteria and a risk factor. The article provided valu-
able insights for investors seeking to understand and eval-
uate investment projects in a changing economic environ-
ment, with a focus on the Ukrainian context.

W Conclusions

The article presented a simplified mathematical model for
comparing and ranking investment projects, which can
be used to develop customised evaluation techniques. Ef-
fective investment has become increasingly important in
modern economic conditions, emphasising the need to
minimise risks and maximise returns. The investment en-
vironment in Ukraine has undergone significant changes
due to the war, with defence-related projects receiving the
greatest attention and development. It is generally expect-
ed that Ukraine will recover after the conflict ends, leading
to significant investment in infrastructure, industry, ener-
gy, and other sectors. Effective investment in Ukraine will
require careful risk analysis, market trend assessments,
and evaluations of potential opportunities. The article
compared two main types of project financing: lending
and venture capital investment. Their differences were
highlighted in terms of repayment conditions, collateral
requirements, impacts on business, and profit distribution.
The life cycle of an investment project consists of several
stages, from idea formation to realisation, each playing a
crucial role in the project’s success.

The proposed scoring methodology evaluates and
ranks investment projects based on their attractiveness
and potential for success, aiding decision-making for fur-
ther project development. This methodology involves four
key components for evaluating a project’s success: team,
market, product, and risk. A competent and experienced
team is essential for problem-solving and adapting to
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changes. Market assessment identifies demand, audience
size, and competition to evaluate growth potential. Prod-
uct quality, innovation, and differentiation are vital for at-
tracting and retaining customers. Thorough risk analysis
anticipates challenges and develops effective mitigation
strategies. Several areas for further research were iden-
tified. Refining the scoring model by incorporating addi-
tional criteria and dynamically adjusting weights based on
sector trends or macroeconomic factors could enhance its
effectiveness. Expanding its scope by applying the model
to various contexts, such as emerging technologies or sus-
tainable development projects, could assess its adaptability
across sectors. Comparative studies with other established

evaluation methods could offer insights into its predictive
accuracy and highlight areas for improvement. Longitudi-
nal studies could track the long-term success of projects
selected using the model to evaluate its validity. Integrat-
ing machine learning algorithms could enhance the mod-
el’s ability to analyse large datasets, identify patterns, and
improve the accuracy of investment evaluations.
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W AHoTauia. Merowo pocrimkeHHsT Oyna po3pobka 6GasbHOI METOOMKM OLIHKM Ta PAHXYBaHHS iHBECTUIIHUX
MPOEKTIB 3a iX MPMBaGIMBICTIO TA MOTEHIIITHOIO YCITIIHICTIO, 8 TAKOXX BUKOPUCTAHHSI 11i€1 OIL[iHKM JIJISI BUSIBJIEHHST O1JTbIIT
edexTUBHMX MTPOEKTIB. Y CTaTTi HAaBeLEeHO METOAMKY PO3PAXYHKY MOKIMBUX PU3UKIB AJISI TIOGAIBIIOTO BUKOPUCTAHHS
IIpM paHXXyBaHHIi NpoeKTiB. [IpeficTaB/ieHo CNPOIeHy MaTeMaTUUHy MOJe/b JJ1s1 IOPiBHSIHHS iHBECTULIIJIHMX MTPOEKTIB
Ta iX paHKyBaHHS. Mozenb Moke 6YTY BUKOPHUCTaHA MIPU PO3poOIi BIACHUX METOZIB OI[iHKM. Y CTATTi PO3MISIHYTO TaKi
MeTOAM, SIK AMCKOHTOBAaHMI TPOIIOBUIL MOTiK, METOH, peabHUX OMIIiOHiB, MeTOJ], eKCIIepTHUX OI[iHOK, aHaJji3 iepapxiii Ta
Metop, Binna Ileiina nyst oniHkm craprarmiB. KinouoBuMM eleMeHTaMy MIPoLiecy OLiHKYM Oyay BU3HAUEHHS KpUTepiiB Ta
BaroBux KoedilieHTiB. KpuTepii BKIOUaIM BaXKIMBi MOKa3HMKY OLIIHKYM (HAIIPUKIIA[, TPUOYTKOBICTb, PU3KK, CTPaTeriuHa
Ba)KJIUBICTb, cOLlianbHMi BINIMB). KO>keH KpuTepili MaB Baryy BiicoTKax Ha iZicTaBi BiJHOCHOI BaXK/IMBOCTI, a 3arajbHa Bara
moria gocsiratu 100 %. Y cTaTTi po3mISIHYTO KIIOUOBi acrekTy eeKTMBHOTO iHBECTYBaHHS 3 aKL[EHTOM Ha HeoOXiIHOCTi
MiHimi3anii pusMkiB Ta nparHeHHi Ko Makcumisanii mpubyTKy. IIpoaHasnizoBaHO pi3Hi BUIOM DPU3MUKIB, SIKi MOXKYTh
BKJIIOYATH BTPATY KOIITiB uepe3 HeeeKTUBHICTb TPOEKTY a60 HeJOOIiHKY MMOTeHI[ialy MepCcrneKTUBHUX iHBeCTULITHMUX
MOXJIMBOCTeIA. YBary npuiijieHo iHBeCTUIIiiHOMY cepeoBuILY B YKpaiHi, Sike 3a3Ha/I0 3HAUHUX 3MiH BHACIiJOK BilfHU Y
2022-2024 pokax. ABTOpaM# IigKpecaeHo 3MillleHHsI iHBeCTULiiTHOTro (OoKyCy 3 TpaAUIiiiHUX CEKTOPIB, TAKMX SIK Gi3HeC-
LeHTpu Ta iHdpacTpyKTypa, 10 060POHHOI TIPOMMUCIOBOCTI Ta TPOrHO30BAHO BiTHOBIEHHSI eKOHOMIKM ITiC/ISI 3aBepIIeHHS
KOHQUIIKTY. PO3IVISHYTO CKOPMHTOBI METOMOJIOT1, Ki/IbKiCHI Ta SIKiCHI METOAY OLiHKM iHBECTUIIifiHMX TTPOEKTIB

W Knrou4oBi cnoBa: MiHiMisallist pu3uKiB; dhiHaHCOBUIT CKOPUHT; e(DEKTUBHICTh iIHBECTUIIiIT; PUHKOBI YMOBHU; OI[iHKa
pU3KUKIB
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