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Abstract
This article provides a comprehensive analysis of the mechanisms for financing
startup projects, their economic essence, forms, and practical significance. In the
context of a modern innovative economy, startups serve as a key driver of technological
progress, economic growth, and job creation. However, one of the most critical
challenges for startups is access to financial resources. The article examines both
traditional and modern startup financing mechanisms, including own funds
(bootstrapping), bank loans, venture capital, business angels, crowdfunding,
government grants, and the participation of international financial institutions. In
addition, the paper analyzes the current state of startup financing in Uzbekistan,
identifies existing problems, and proposes practical recommendations for improving
financing mechanisms and strengthening the startup ecosystem.
Keywords: startup, financing, venture capital, business angels, crowdfunding,
innovation, investment, digital economy, grants, entrepreneurship.
Introduction
In recent years, startups have become an integral part of the global economy,
playing a crucial role in fostering innovation, increasing competitiveness, and
accelerating economic development. Startups are characterized by innovative ideas,
high growth potential, and a strong focus on technology-driven solutions. Despite their
Importance, startups often face serious financial constraints, especially in the early
stages of development. Therefore, the study of startup financing mechanisms is of great
relevance for both academic research and practical economic policy.
1. Economic Nature of Startup Projects
A startup is an innovative business entity established to develop and

commercialize a new product, service, or business model under conditions of high
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uncertainty. Unlike traditional enterprises, startups are typically oriented toward rapid
growth and scalability.
The main characteristics of startups include:
« iINnovation-based business models;
«high level of risk and uncertainty;
«rapid growth potential;
. flexible organizational structure;

« extensive use of digital technologies.

2. Concept of Startup Financing

Startup financing refers to the process of attracting financial resources necessary
for transforming an innovative idea into a market-ready product or service. The choice
of financing sources largely depends on the startup’s development stage, risk level, and
growth strategy.

Startup financing usually evolves through several stages, including seed funding,
early-stage financing, expansion, and maturity.

3. Main Mechanisms for Financing Startup Projects

3.1. Bootstrapping (Own Funds)

Bootstrapping involves financing a startup using the founders’ personal savings
or internally generated funds. This method is commonly used at the initial stage and
allows founders to maintain full control over the business. However, limited financial
capacity may constrain growth opportunities.

3.2. Bank Loans

Bank loans represent a traditional source of financing. In practice, startups often
face difficulties in obtaining bank credit due to the lack of collateral, insufficient credit
history, and unstable cash flows. As a result, bank financing is less accessible for early-
stage startups.

3.3. Venture Capital
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Venture capital is a form of equity financing provided by specialized investment
funds to high-risk, high-potential startups. Venture capitalists not only invest financial
resources but also actively participate in strategic management, mentoring, and
business development.

3.4. Business Angels

Business angels are experienced entrepreneurs or investors who provide financial
support to startups at an early stage in exchange for equity ownership. In addition to
capital, business angels offer valuable expertise, networks, and managerial guidance.

3.5. Crowdfunding

Crowdfunding is a financing mechanism that enables startups to raise small
amounts of capital from a large number of individuals through online platforms. This
approach also serves as a marketing tool, allowing startups to test market demand and
increase brand awareness.

3.6. Government Grants and Subsidies

Government grants and subsidies play a significant role in supporting innovative
startups, particularly in strategic sectors. In Uzbekistan, various state programs and
institutions allocate grants to promote innovation, digital technologies, and youth
entrepreneurship.

3.7. International Financial Institutions

International financial institutions such as the World Bank and the Asian
Development Bank contribute to startup financing by supporting innovation-oriented
projects, providing concessional loans, grants, and technical assistance.

4. Challenges in Startup Financing

Despite the availability of various financing mechanisms, startups face several
challenges, including:

«high financial and operational risks;
« limited access to investors and venture capital;
«underdeveloped legal and institutional frameworks;

« insufficient quality of business plans and financial projections.
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5. Development of Startup Financing Mechanisms in Uzbekistan
To enhance the effectiveness of startup financing in Uzbekistan, the following
measures are recommended:
« development of the venture capital market;
« strengthening the national startup ecosystem;
« expansion of public-private partnerships;
«increased financial support for youth and innovative entrepreneurship;
« Utilization of digital platforms to attract domestic and foreign investment.
Conclusion
In conclusion, the development of effective startup financing mechanisms is a
fundamental prerequisite for building an innovation-driven economy. A diversified
financing system that combines private investment, government support, and
international cooperation can significantly improve startups’ chances of success and
contribute to sustainable economic growth.
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