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Abstract

High tech start ups are an important units in the development of the world
economy, as well as they play a huge role in technological advancement. Many large

companies were founded in the form of startups.

Providing financial resources is a crucial factor for developing a startup company.
Venture capital is one of the methods of financing of newly established, innovative
companies. In case of the venture capital financing, an investor buys start up’s share in order
to sell it at a higher value in the future. Before selling company’s share, venture capitalist

repeteadly provide capital to startup and share their knowledge and experience.

Nowadays, venture capital industry is starting to develope in Georgia as well. As far
as Georgia is a developing country, there are factors that interfere to the development of the
venture capital sector. Therefore, the purpose of this study is to identify the factors hindering
the development of venture capital in Georgia and to formulate recommendations to
facilitate the development of this industry. To achieve this goal, the study examines existing
sources around the world to learn about international experience in venture capital
development. At the same time, in order to identify the problematic issues directly in
Georgia, a qualitative survey was conducted among the participants of the venture capital

industry operating throughout the country.

The study revealed the important factors that hinder the development of venture
capital in Georgia. The main impediments are: low level of development of the startup
ecosystem, failure of the regulatory system to facilitate venture capital financing, lack of
official institutions to support venture capital players, shortage of qualified workforce, low
level of knowledge related to the venture industry in the country, lack of reliable
information. The study revealed the important role of the state in the development of
venture capital and developed a set of recommendations that provide solutions to existing

problems.

Key Words: venture capital, factors hindering development, startup ecosystem, source of

startup funding.



