Kozoa nayxka oocmuzaem kaxkou-iuo60 6epuiunbl,
C Hee OMKpPbIBAemcsa 00WIUPHAs NepPCneKmuea
oasibHelluezo nymu.
C. U. Bagunoes

exaHI3M

oY T—

Y/IK 336.051 JEL Classification: O30; O39; 044

THE POTENTIAL FOR INNOVATIVE DEVELOPMENT
OF CROWDFUNDING

lu. Gernego

Considering the necessity of innovative development of economy nowadays, proper attention should be paid to
the possibilities and prospects of its regular financing. In its turn, the effectiveness of financing depends on the variety of its
sources. Therefore, both the theoretical research and applied aspects of the problem have become urgent. Particularly,
further innovative development is closely connected with possibilities of financial support via the Internet.

In the context of the research, the advisability and potential of crowdfunding for further economic development
have been justified. Although crowdfunding is a new practice in modern society, a growing use of crowdfunding has been
observed in developed countries, which at the same time are leaders of innovative developments worldwide. This study,
therefore, has tried to investigate the efficiency of using crowdfunding for financing economic development and explain the
potential of its innovative development.

The theoretical thesis of researches on crowdfunding have been combined with the practical experience of using
different crowdfunding platforms in different countries. Furthermore, the tendencies for change in the innovative financing via
the Internet in developed countries, the dynamics and further possibilities for using this practice have been compared.
Based on the statistics of main international organizations, the attention has been paid to the use of crowdfunding on the national
markets. The advantages of this kind of financing according to the national peculiarities have been researched.

Keywords: development, crowdfunding, types of crowdfunding, innovative development, innovation, financing.
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NMOTEHUIAN IHHOBALIMHOIO PO3BUTKY KPAYOA®AHOUHIY

lepHezo FO. O.

3 oenady Ha HeobxiOHicmMb 8 IHHOBAUUHOMY PO38UMKY EKOHOMIKU 8 yMO8ax CbO200€HHS, HarexHy yeazy ciio
npudinamu MoOXnueocmsM i nepcrnekmueam (020 pezyrisipHO20 (hiHaHCy8aHHs. Y ceoto Yepey, eghekmusHicms ¢hiHaH-
cysaHHs 3anexums 8i0 pisHomaHimHocmi Oepen hiHaHcysaHHs. ToMy akmyanbHocmi Habysae sik meopemuy4HUll, mak
i npuknadHul acnekmu yb020 nMumaHHs. 3oKpema, cyyacHul iHHosauiliHuli po38UMOK MICHO r08'a3aHull i3 MOXIu8oc-
msamMu ¢hiHaHCOo80T NiIOMPUMKU 3 8UKOpUCMaHHAM IHmepHemy.

Tomy 8 kKoHmMeKcmi QocidxeHHsT 0brpyHMoeaHo OOUiNIbHICMb ma MomeHuyjan 3acmocyeaHHs1 KpaydghaHOuHay Onst
uineli nodGanbwo20 PO3BUMKY E€KOHOMIKU. Hesgaxarowu Ha me wio kpayOghaHOUHe € 8I0HOCHO HOBOI MPaKMUKOK Oris
Cy4acHO20 cycrinbcmea, criocmepieaiomb 3P0CMaHHsT iIHMEeHCUBHOCMI (1020 3aCMOCY8aHHSI 8 PO3BUHEHUX KpaiHaX, sIKi
00HOYacCHO makox € ceimosumu nidepamu y cehepi po3poboK. Takum YUHOM, OOCIIOXKEHO eheKMUBHICMb BUKOPUCMAHHS
KpaydghaHOUHzy Onsi uinel ¢hiHaHCy8aHHs1 EKOHOMIYHO20 PO38UMKY, 0brpyHMoeaHo rmomeHujarn toz2o iHHoO8aUiliHO20 pO38UMKY.

lNoedHaHO meopemuyHi onoxXeHHs1 O00CnIOXeHHsT KpayOgaHOuHay 3i cmarnol npakmuKow 6UKOPUCMaHHS
KpaydgaHOUH208UX nnamgopM y pi3HUX KpaiHax ceimy. KpimM moeo, 3icmaeneHo meHOeHUii 3MiHU iHHO8auiliHO20
iHaHCcysaHHs Yyepe3 Mmepexy IHmepHem y pO38UHEHUX KpaiHax, OuHamiKky ma nodanbwi Moxueocmi peanisauii
nodibHoi npakmuku. Ha ocHosi cmamucmuku npogiOHUX MiXXKHapOOHUX opaaHisauil, 36epHymo yeaay Ha 8UKOPUCMaHHS
KpayOghaHOUH2y Ha HaujoHaslbHUX puHKax. [JocrideHo nepesazu 3acmocys8aHHs makoz2o e8udy hiHaHCy8aHHsl, 8idrnoeiOHO
00 ocobriusocmetli HaUioOHaIbHUX €KOHOMIK.

Knroyoei crioea: po3sumok, kpaydghaHOuHe, munu KpaydghaHOUHaY, IHHO8aUItIHUL PO38UMOK, IHHOBaUsT, (hiHaHCy8aHHSI.

© Iu. Gernego, "ExoHoMika po3suTky" (Economics of Development), Ne 3 (79), 2016
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NOTEHUMWANT MHHOBALIMOHHOIO PA3BUTUA KPAYOPAHOUHTA

IepHezo HO. A.

Besudy Heobxodumocmu 6 UHHOB8aUUOHHOM pa3sumuu 3KOHOMUKU, OO/DKHOe 8HUMaHUe criedyem yOensimb 803MOX-
HOCMSAM U fiepcriekmusam €20 peaynsipHo20 (huHaHcuposaHusi. B ceor oyepedb, aghghekmusHoCmb hUHaHCUPOB8aHUS
3asucum om MHo2006pasusi UCIMOYHUKO8 (buHaHcuposaHusi. [1oamomMy akmyarbHbIMU CMaHOo8sMCs Kak meopemudeckud,
mak u npukadHol acrekms! daHHO20 eorpoca. B yacmHocmu, coepemMeHHoe UHHOBaUUOHHOe pa3gumue mecHO c8s13aHO
C 803MOXHOCMSAMU ¢huHaHCO80U NOOOEPXKU C UCMoNb308aHUeM MHmepHema.

lMosmomy 8 kKoHmMekcme uccrnedosaHusi 060CHO8aHbI Ueiecoobpa3HoCmb U MomeHyuas npuMeHeHus kpayogat-
OuHea 0nsa OdarnbHeliweeao pas3sumus 3KOHOMUKU. Hecmompsi Ha mo ymo KpaydghaHOUHe A8/19emcsi OmMHOCUMEIbHO
HoeoU npakmukol 05151 cospeMeHHo20 obwiecmea, Habrrodaemcsi pocm UHMEHCUBHOCMU €20 NPUMEHEHUSs 8 pa3sumbix
cmpaHax, Komopble 00HOBPEMEHHO SI8/ISIOMCST MUPO8bIMU ludepamu 8 cgpepe paspabomok. Takum obpa3om, uccriedo-
eaHa aghgheKmueHOCMb UCMONMb308aHUs KpaydghaHOUHea 0risi uenell chuHaHCuposaHUsi SKOHOMUYECKO20 passumusi, 0boc-
HoBaH nomeHyuar e2o UHHO8aUUOHHO20 Pa3sumus.

Ob6beduHeHbI meopemuyeckue rnosoxeHus uccrnedosaHull KpaydghaHOUHza € npakmuKkoU UcCrosib308aHust KpayodghaH-
OuHe08bIX nnamgopm 8 pasHbix cmpaHax. [ToMumo 3moeao, cornocmassieHbl MeHOeHYUU USMEHEHUS] UHHOBAUUOHHO20
buHaHcUposaHuUsi ¢ ucriofib3osaHUeM MHmMepHema & passumbiXx cmpaHax, OuHamuka u OanbHellwue B03MOXHOCMU
peanu3ayuu nodobHol npakmuku. Ha ocHose cmamucmuku eedywux MexOyHapOoOHbIX opzaHu3ayul, obpaujeHo
B8HUMaHUe Ha ucrosnb3o8aHue KpaydghaHOUHa2a Ha HauyuoHasbHbIX pbiHKax. MiccrnedosaHbl npeumMywiecmea npuMeHeHust

makozo euda ¢huHaHcUpo8aHusi, 8 cCOOM8emMcmauU ¢ 0CO6eHHOCMSAMU HalUUOHasIbHbIX 3KOHOMUK.

Knroueesie cnoesa: passumue, kpayOghaHOuHe, murbi KpaydghaHOUHaa, UHHOBAUUOHHOE pasgumue, UHHO8aUUs,

guHaHcuposaHue.

©0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

Nowadays, there is no doubt that successful national eco-
nomy should be innovative. Particularly, the innovative possibilities
of economy have to be relying on financial support rather than
assets such as plants or machinery. More precisely, in the same
way as the machine substituted human and animal work force
a few centuries ago, financing along with knowledge has sub-
stituted manual work as a base for industrial production [1].
Therefore, high level of the innovative prosperity cannot be
sustained without high level of financial support. Particularly,
nowadays next to the traditional ways of financing, online
investors are becoming more and more popular. Therefore,
the possibility of crowdfunding is opened for future innovators.

Nowadays crowdfunding acts as a relatively new and in-
novative form of informal financing, which can be used specially
for development of innovative projects and ventures. It has
been emerging and developing within the Internet community,
which makes the possibility to expand the sources of financing
worldwide. Crowdfunding is becoming an increasingly popular
tool for enabling project-based work.

Because of crowdfunding the range of players in this
market is growing. An increase in volumes and quality of fi-
nancial services, the development and growth of competitive-
ness and innovativeness of entities is observed. Moreover,
crowdfunding is applicabile to start-up financing and funding
creative ventures and research projects. It represents the main
directions of crowdfunding usage nowadays, that makes useful
the attempt to describe the main characteristics of crowdfunding.

Since the late 1990s, crowdfunding (in the following
also abbreviated as CF) has been emerging and developing within
the Internet community. In the theoretical aspect crowdfunding
is defined as an open call over the Internet for financial
resources in the form of a monetary donation, sometimes in ex-
change for a future product, service, or reward (F. Kleemann,
G. Vob, and K. Rieder, 2008; P. Belleflamme, T. Lambert, and
A. Schwienbacher, 2011) [2; 3]. In other words crowdfunding
is defined as the request for financial resources on and offline
in exchange for a reward offered by the creator, such as an
acknowledgment, an experience, or a product. It is an ini-
tiative undertaken to raise money for a new project proposed

by someone, by collecting small to medium-size investments
from several other people (i.e., a crowd) (A. Ordanini, 2009) [4].
The customers involved in crowdfunding are not only integrated
in the service delivery phase, but also contribute to the design
and set up the entire crowdfunding offering (S. Moeller, 2008;
B. Edvardsson and J. Olsson, 1996) [5; 6].

Furthermore, crowdfunding is connected with such con-
cepts as micro-finance (J. Morduch, 1999) or crowdsourcing
(M. Poetz and M. Schreier, 2012), but it represents the pecu-
liarities of fundraising, facilitated by a considerable number of
websites devoted to the topic [7; 8]. Similar to crowdsourcing,
crowdfunding is aimed at getting input from the public or
"crowd", more specifically the desired input for crowdfunding
is in the form of a monetary contribution.

According to A. Schwinbacher and B. Larralde (2010),
crowdsourcing creates the ability for a firm to outsource some
important for making or sale of its product tasks with the support
of an open search over the Internet [9]. Crowdfunding acts like
a combining of two different concepts: crowdsourcing (search
of additional financial sources from the crowd) and microfi-
nance (small amounts contributed; without collateral) (Fig. 1).

Crowdfunding

Fig. 1. Crowdfunding as the combining
of crowdsourcing and microfinance
(compiled by the author)

Z. Griffin (2012) thinks that, there is only a little diffe-
rence between crowdfunding and posting advertisement on
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a website. Crowdfunding sites help entrepreneurs to advertise
a business concept and request for some funding from the
crowd at the same time. Crowdfunding consists of a sequence
of processes. The entrepreneur posts a funding request on
the crowdfunding website and describes a proposed project [10].
The business plan is provided depending on the nature and
peculiarities of the project and entrepreneur activity. It is also
important for the entrepreneur to indicate whether contributors
of the business will receive anything in return (A. Schwein-
bacher and B. Larralde, 2010; C. Bradford, 2012) [9; 11]. The in-
ternet-based crowdfunding platforms make crowdfunding trans-
actions easier and provide a convenient means for further
exchanges of funds (G. Burtch, 2012) [12].

As in any emergent field, the popular and academic
conceptions of crowdfunding are in a state of evolutionary flux
that makes complete definitions arbitrarily limiting. In one of
the few published overviews of the topic, A. Schwienbacher
and B. Larralde (2010) define crowdfunding as "an open call,
essentially through the Internet, for the provision of financial
resources either in the form of donation or in exchange for
some form of reward and/or voting rights in order to support
initiatives for specific purposes" [9]. However, even this expan-
sive definition potentially leaves out examples that scholars in
various fields have labelled "crowdfunding," including internet-
based peer-to-peer lending (M. Lin and S. Viswanathan, 2013)
and fundraising drives initiated by fans of a music group (E. Bur-
kett, 2011), among many other cases. In a social entrepreneur-
ship (SE) context crowdfunding (CF) is praised in media nar-
rations for its multifaceted potential (M. Othmar, 2013) [13 — 15].
Crowdfunding provides a new way for people to solicit support
from the crowd to launch new ventures.

In general, crowdfunding systems are social media
websites that allow people to donate small amounts of money
that add up to fund valuable larger projects. Crowdfunding is
the act of soliciting, via an open call, resources from a wide
variety of contributors in order to realize a new idea. Crowd-
funding can be done in many ways — via an open call on the
chosen webpage, through posting a notice in a public place,
or through an organized online marketplace called a crowd-
funding website (R. Wash, 2014) [16].

A lot of theoretical points of view upon the nature of
crowdfunding have been included in the research (Fig. 2).

Theoretical aspects of crowdfunding

v

Economic model > Social model
of crowdfunding of crowdfunding

Z —/
v

General model of crowdfunding

=

Fig. 2. Models of theoretical aspects of crowdfunding
(compiled by the author)

Crowdfunding has been defined by the author as the
possibility of financing projects that helps to achieve economic
and social goals by financial resources of the "crowd" involve-
ment via the Internet for the needs of the projects [17]. Crowd-
funding creates the possibility to combine possible resources
(independently of their quantity) for their common investment
in a short period of time. It makes a new way to attract capital
from outside, which solves the problem of insufficient resources
for achievement of economic and social goals. Specially, crowd-
funding is useful to solve an important problem for almost all
start-ups, which is connected with outside capital attraction.
Such entrepreneurs face the problems of the lack of collateral,

/

insufficient cash flows and the presence of asymmetric infor-
mation between them and investors.

Moreover crowdfunding can be represented in different
ways according to the current situation. Therefore, different
crowdfunding models, which have been adopted by crowd-
funding platforms have been described and examined (Fig. 3).

Types of crowdfunding

Donation Sites. Contributors donate funds mostly for
charities and other non-profits and sometimes for-profits
as well (Z. Griffin, 2012; C. Bradford, 2012)

v

Reward and Pre-Purchase Sites. These sites typically
do not involve direct revenue sharing arrangements
through, for instance, payment of interest or profit-
sharing from the business. However, depending on the
amount of contribution, they could offer different catego-
ries of rewards (D. Mitra, 2012)

\ 4

Sites offering the pre-purchase option enable contribu-
tors to receive the product that the entrepreneur is mak-
ing, often at a reduced price (Z. Griffin, 2012)

A 4

Lending Crowdfunding Sites. There are two categories
of lending sites; those not offering interest and those that
offer interest (C. Bradford, 2012)

A\ 4

Equity Crowdfunding Sites. Equity crowdfunding sites
offer investors a share of the profits of the business they
are funding (D. Mitra, 2012)

A 4

Fig. 3. Types of crowdfunding
(compiled by the author on the basis of [10; 11; 18])

Furthermore, P. Belleflamme (2011) identifies "direct"
and "indirect" fundraising. Whereas the first one is aimed
directly at the crowd, the second is characterized by the use
of platforms [3]. These platforms offer individuals and company
an important opportunity to encourage projects or young
businesses (start-ups) by means of monetary contributions.
Users can decide if they are able to invest in a project or not
at any time, with a lot of platforms offering reimbursement to
funders whose projects fail to meet their funding target, which
is set at the beginning of the project.

The researchers of World Bank differentiate two cate-
gories of crowdfunding: donation crowdfunding and crowd-
fund investing.

Donation crowdfunding raises capital more than sale
of securities for creative or charity projects. Sometimes a start-
up company or product innovation is supported by donations
in exchange for early access to innovative product or service.
Within crowdfund investing capital is raised by selling financial
instruments related to the assets of the company and its fi-
nancial performance. Crowdfunding investing (CFI) consists
of raising debt capital of the company in the form of loans,
selling claims to its intellectual property or ownership shares
of investors. In such cases a lot of investors make modest
investments, while in a more traditional model business an-
gels (investors) finance the entire project.

The entrepreneurs already practice five main business
models within the above mentioned categories. The crowd-
funding platform is typically organized around one of these
models. The main advantages and disadvantages of each
model are briefly highlighted in Table 1.
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Table 1

Characteristics of different crowdfunding models [19]

Crowd- :
funding Business Features Advantages Disadvantages
model
model
Dona- | Donation- Philanthropic:' funders donate | No risk Donors do not acquir'e'security int_erest. Entrepre-
tion based Wlthout_expectlng monetary com- neurs have difficulty raising substantial capital
pensation
Funders receive a token gift of[Low risk (primarily fulfill-|Potential return is small. No security is acquired, and
appreciation or pre-purchase offment and fraud risk). No|there is no accountability mechanism. Most entre-
Reward- |a service or product. This model|real potential for financial|preneurs may have difficulty raising substantial capi-
based |is evolving into a marketplace [return tal without a product with mass appeal to sell
of its own, with firms raising con-
siderable sums through pre-sales
Funders receive equity instru-|Potential to share in the pro-|Potential loss of investment. Equity holders are sub-
Invest- | Equity- ments or profit sharing arrange- |fitability of the venture. Un-|ordinate to creditors in the event of bankruptcy. Se-
ing based |ments limited potential for financial| curities laws related to crowdfund investing may be
gain. May attract relatively |complex
large numbers of investors
Funders receive a debt instru-|Pre-determined rate of return|May be subordinate to senior creditors. High-failure
ment that pays a fixed rate of|agreed upon between lender|rate of start-ups presents similar risk of loss as an
interest and returns principal on|and borrower. Debt holders | equity investment, but with capped potential returns.
Lending- |a specified schedule are senior to equity hold-|Requires a business already generating cash flow.
based ers in case of bankruptcy. | Existing/established, cash flow positive businesses
Secured status may make|may consider this option because they can offer a
it easier for entrepreneurs|more structured exit opportunity than typical equity
to raise capital offerings
Less common than the other|Potential gain is unlimited, |Potential loss of investment. Risk of loss comparable
models. Funders receive a share|but the rate of gain is pre-|to that of an equity investment, but investment offers
in a unit trust, which acquires a|determined by the interest|lower potential returns than equity. The business
Royalty- royalty interest in the intellectu-[rate. Investment presents|could cease paying royalties if it chose to operate
based al property of the fundraising|less risk or return than an|without the intellectual property in question. These
company. A percentage of re-|equity investment, but more |instruments generally attract smaller pools of inves-
venue is paid out over a period of |than a debt instrument tors than other CFI models, so entrepreneurs may
time. The payout varies depend- find it more difficult to raise capital with this model
ing on the periodic revenue

In order to understand the opportunities and responsibi-
lities of crowdfunding work, creators weigh advantages and dis-
advantages of crowdfunding, compare and contrast different

responsibilities.

Table 2
The table of crowdfunding work, definition, and example
[20, p. 41; 21]
Crowdfund- Definition Example
ing work
Understand opportuni-| Compare time commitment
Understand |ties and responsibilities|of crowdfunding to apply-
of crowdfunding ing for a grant
Prepare campaign ma-|Write and film a campaign
Prepare terials video
Test campaign mate-|Ask friends and family about
Test rials and project proto-|how to improve the cam-
types paign video
Post a campaign link on
Market Market the project social networks (Facebook
and Twitter)
Build rewards and send
. them to supporters through
Execute |Execute project goals the United States Postal
Service (USPS)
Contribute knowledge |Write a blog to share advice
Contribute |back to the crowdfund-|on the crowdfunding expe-
ing community rience

In conclusion, the author can say, that nowadays in
the theoretical aspect different directions of crowdfunding are
developing. Theories in the investment field, and especially
those concerning the momentum-investment and herd principles,
will need to be further considered in the light of crowdfunding.
The different models of crowdfunding intermediaries need to
be explored and illustrated for the purpose of practical use.

The first online crowdfunding project is thought to
have occurred in 1997. The famous American Rock band had
a need in additional financial resources for a tour and their
fans decided to gather an appropriate sum using the Internet.
Although the participants of the band were not involved in the
primary round of fundraising, they have used such techniques
to fund the production of their following albums since then.
The first crowdfunding platform was launched in 2001. In 2011
there were already 452 crowdfunding platforms around the
world with 1,47 billion USD [22]. First and foremost, crowdfunding
is a relatively effective way of reaching a wide audience.
However, these platforms often do charge a certain percentage
of raised funds.

Although there are several benefits for both emerging
innovators and crowdfunders to engage in crowdfunding, payment
of monetary rewards or profit shares are often limited due to
legal restrictions (P. Belleflamme, 2011; A. Schwienbacher
and B. Larralde, 2010) [3; 9]. T. Kappel (2009), in a research
on the potential use of crowdfunding in the US recording
industry, distinguishes between a "betting model" and an "invest-
ment model" of crowdfunding, which falls under betting and
securities law respectively [23]. Moreover, E. Bonabeau (2009)
identifies issues concerning the ownership of intellectual
property in crowdsourcing, which given its multi-investor nature,
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are likely to be valid concerns for crowdfunding as well [24].
This translates into the treatment of financial rewards being
rather complex, hence why certain platforms may offer a fi-
nancial return depending on their country of origin?

Nowadays, nearly 45 nations in North America, Latin Ame-
rica, Europe, Africa and Asia have active crowdfunding platforms.

In particular the rapid growth of different types of
crowdfunding platforms is observed within Europe and the
United States. As a result, the annual growth rate expanded
at a 63 percent across all regions during the period from 2009
to 2012. Particularly, equity-based platforms exhibited the
annual growth rate of 114 percent, lending-based platforms
78 percent, donation-based 43 percent, and reward-based
524 percent [19].

The interest in expanding the reach of crowdfund
investing throughout North America has particularly grown
after the appropriate Act adaptation in 2012. For instance,
Deloitte forecasted the growth of the CFI market in the United
States to three billion USD. The crowdfunding-related legislation
is rapidly developed in Canada. The crowdfund investing regu-
latory framework is created by government in Mexico [25].

Other important global events include crowdfunding
activity within all regions.

The European Crowdfunding Network was created in
2012 with the goal of developing a European regulatory
model. In the Netherlands the CFI was launched in July 2012.
Nowadays, it provides crowdfunding activity within more than
15 platforms. The Italian companies already have the possibility
to raise money via crowdfund investing through a modified
version of CFl.

In Latin America the Colombian researchers have
recognized CFl as one of the key areas of study to allow for
early-stage capital expansion. There are more than fifteen
reward-based platforms in Brazil, which is one of the leaders
in the crowdfunding space in South America. Nowadays,
there is also a successful CFI platform in Chile.

The author observed a rapid growth of interest in crowd-
funding platforms in Asia, particularly in the Republic of Korea,
Brunei and Malaysia. Furthermore, there are successful reward-
based portals in Singapore.

9

In the Africa region the crowdfunding activity is beginning
in Kenya, Ghana, and South Africa, the United Arab Emirates,
Jordan, Lebanon and the Arab Republic of Egypt [19, p. 19].

According to the data of the European Union, the re-
sults of the crowdfunding platform activity can be represented
as financial or non-financial return.

The appropriate statistics showed that the internal
market for crowdfunding with nonfinancial returns (crowd spon-
soring) works quite well. For instance, 81 % of non-financial
return platforms are international and 14 % of them would like
to work in this way in the future. Approximately one third of
stakeholders supported the European action on the non-
financial return crowdfunding to facilitate market access or to
protect contributors. Such stakeholders who expressed sup-
port for European measures to activate cross-border activity
for non-financial return models mostly referred to legal un-
certainty as one of the main borders.

Crowdfunding for financial returns involves market
access with a rather high level of investor protection. There
are points of view that the internal market is not effective
enough for financial-return platforms. Almost all financial return
platforms would like to extend their further business to other
European Member States. At the same time only 38 % of
such platforms are able to operate cross-border. Nearly 44 %
of financial return platforms underlined the lack of information
about applicable rules. It prevents them from operating in more
than one European country.

Half of respondents recognized the need for European
action on financial return crowdfunding. The equally important
considerations are market access and investor protection.
Nearly 49 % of respondents called on the European Union to
promote the single market for financial return crowdfunding
and 51 % highlighted a need for the European Union action to
ensure appropriate investor protection for lending and secur-
ities crowdfunding. They also highlighted the risks for contri-
butors in the crowd lending and crowd investing models, as
well as the need for transparency on platform charges, interest
rates, and on the expected profitability [26].

The list of some prominent crowdfunding platforms is
presented in Table 3.

Table 3

The list of crowdfunding platforms (compiled by the author on the basis of [34])

Crc;)vl\g;glr'lglng r\nllc::uljnseb Fee, % Other important conditions
1 2 3 4
220 million 5 % fee for every successful|Kickstarter accepts almost all kinds of creative projects but not for charity
USD from project or scholarships. The submission process is rather easy. The client needs
Kickstarter [27] 61 000 to sign up an account and fill out the current project details. The client is
projects encouraged to describe everything in detail, as there will be crews review-

ing the form to decide whether to accept the current project or not

Indiegogo [28] -

The platform will get 4 % from
every raised fund, additional
3 % will be charged for cred-
it card processing. 25 USD
are paid by foreign compa-
nies

Indie means the short form of "independence". Therefore, this crowdfund-
ing platform is aimed to help the client to raise funds and make their own
project "go-go-go". The PayPal is used as the payment option for USA and
foreign residents. There is a funding plan called "Flexible Funding”, in
which the client could receive the fund even if the project has failed to
reach the funding goal. The client should pay a higher fee for this kind of option

The site charges 4 % of the
fund for a successful pro-

The site proposes a simple three-step process to upload the project. The
client is able to observe the progress and the status of the current project.

Roc[léeg]Hub - ject, and 8% for a project|lt is interesting for creative people, for example, artists, photographers and
ended without reaching the|musicians who seek for rare opportunities and publicity
financial goal
GoFundMe takes 5% from|The platform represents mostly donation. Sharing means caring. The goal
GoFundMe each don_ation, which _the of this kind of site is to spread everywhere the message about the current
130] - client receives. The services|need

WePay or PayPal can be
used to process the payment
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Table 3 (the end)

1 2 3

4

The site charges a very low
rate. It is 2.9 % of the total

more than .
fund to compare with ap-
97 USD for .
proximately 4% for other
Razoo [31] thousands crowdfunding sites
of worthy
causes

The site has separate sections for rather profitable projects and non-profit
fundraising projects. The fundraisers are divided into four main categories:
nonprofits, individuals, corporations, and foundations. Each of them has its
own benefits. One of the main advantages of the site is its high technolog-
ical level. The client is able to create any donation section in any part of a
blog within the Donation Widget and the Facebook Widget. In addition,
there is What's wrong about Razoo which is an iPhone app that enables
entrepreneurs to manage the project and engage more donors

Generally, there is a 4,95 %
charge for the profit fund-
raising event

Crowdrise [32] -

Crowdrise specializes more on dealing with real world issues than devel-
oping profitable creativity. They fund for animal welfare, arts, cultures,
diseases, education, and even religion. The platform labels as such that
helps raise money for Charity. At the same time, that does not mean that
the client is not able to raise money for some personal causes. Therefore,
charity and personal fundraising sections are clearly separated into Fund-
raiser and Nonprofit categories. There are also CrowdRise Poins, which
are gained by the fundraiser, whose activity is donated. Based on such
points, Crowdrise members are able to know which fundraiser or organiza-
tion has made more impact to the world. It helps the organization raise
their popularity and improve their reputation

15 % out of the fund

PledgeMusic
[33]

Such platform is a crowdfunding effort to bring in new talent into the music
industry. The career of a music artist is always an expensive one and
requires major funding and publicity. PledgeMusic is one such crowdfund-
ing site, which helps to gather important resources. Instead other music-
related sites, which are often philosophical, with a hardcore user interface,

the PledgeMusic is clearly an exception

In general, crowdfunding can be applied to fund a vast
range of projects, including but not limited to business ventures,
creative arts, NGO funding, and charities. The range of suc-
cessful projects within the crowdfunding domain is vast and
by no means limited to only one category of project type.

Crowdfunding is able to offer different benefits to a
large number of its users. Partly, this can be explained by its
flexibility, community participation and the large spectrum of
possible forms of such financing. Due to the variety of crowd-
funding limitations, it is impossible to solve all eligible forms of
access to finance issues only on its own. But at the same time
crowdfunding is an alternative form of financing that can com-
plement other forms of traditional financing. Crowdfunding is
still a young and evolving form of finance and needs further
development and exploration. In practice, it helps start-ups to solve
their finance problems and move up the “funding escalator". Thus,
crowdfunding may help reduce an important market failure
and activate further development.
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BukopucmaHHs iHgbopmauiliHux mexHonoeili Ha pobo4ux micuysix ¢popmye e2nobanbHull yugposuli pUHOK fpaui,
Orisl IK020 XapaKkmepHOK € mpaHcgopmauis coyiarbHO-mpydosux 8iOHOCUH, npouecy npaui ma ¢hopmM 3alHsamocmi.
Lle 3ymosroe, 3 00HO020 60Ky, nidsuweHHs pigHs1 6e3pobimmsi, yHacrmiOoK 3amiueHHsT L4ughposUMU MEXHOO2IIMU rnpa-
UiBHUKI8, a 3 IHUW020 — BUHUKHEHHSI HOBUX UUghposux ¢hopm 3aliHamocmi.

Y npoueci docnidxeHHs1 suKopucmaHoO maki Haykosi Memodu: 5102i4HO20 U MOpPieHSINIbLHO20 aHanidy, cucmemMamu-
3auii, meopemu4Hoe20 y3azasibHeHHs. BusieneHo ocobniueocmi 2r1obanbHO20 PUHKY nipaui, 8ug4eHO OUHaMIKy 3MiH 3al-
HAmocmi (i 6e3pobimms, HalaHo xapakmepucmuky Uughposoi 3aliHamocmi ma i knacucgbikayiro.

IHgbopmauitiHi mexHonoeii mpaHcgopmyrome 21106anbHUl PUHOK rpaui, 3yMO8/IoMmb YopMy8aHHS Uugpoeozo
ceameHma U nepeHocsimb pobouyi micysi 0o iHghopmauitiHozo npocmopy. Bidbysaembcs 36inbweHHs yughpoesoi rnporno-
3uyii poboyoi cunu, 3ae0siku nNpUedOHaHHIO npauisHuUKi8 00 2r0banbHOo20 Mepexegozo LuUgpOBOEO MPOCmMopy, WO Mocu-
JII0E€ KOHKYPEHU,ito Mix HUMU. Ljugbposi mexHoozii 06ymMoeniorms MowWUpPeHHs gipmyarbHOi Migpayii poboyoi cunu, sika
8i06ysaembcs 6e3 ¢hakmuyHOI 3MIHU MiCUsi MPOXuBaHHs rnpauyisHuKie. Lle, y ceot dYepay, cripusie nepemiuieHHI coui-
anbHo-mpy0dosux 8I0HOCUH Mix pobomodasuem ma npauyjisHuUkom 0o IHmepHemy.

OdHoyvacHo i3 npoyecamu Oueimanisauii 210banbHO20 PUHKY npauyi 3pocmae 3azanbHe 6e3pobimms. Halbinbw
8uUCOKul pigeHb be3pobimms npumamaHHul O80M epyrnam KpaiH: HallMeHW POo38UHYMUM KpaiHaMm ma po38UHYmuM Kpai-
Ham, siKi He nodosianu Hacrnioku ¢hiHaHCOBO-EKOHOMIYHOI Kpu3u. [nsi po38UHymMuUX KpaiH xapakmepHUM € MowUpeHHSIM
mexHoroeaiyHo2o b6e3pobimms. Cumyauito 3 6e3pobimmsm ycKknadHeHO hopMy8aHHSIM HOB0I 8epcmeu HaCeseHHs —
€KOHOMIYHO HeakmueHOoi Mos1odi.

BodHouac i3 yum 8idbysaembcsi ¢hopmysaHHsi HO8020 8udy 3aliHamocmi — yugposoeo. Ljughposy 3aliHsmicmb
peanisytoms y makux ¢hopmax, siK: efeKmpOoHHUU aymcopcuHe, enekmpoHHUl gpunaxc, IT-cmapman. 3anpornoHogaHo
Knacucpikauito yughposoi 3aliHamocmi, 3anexHo ei0 pigHs il cknadHocmi, Ha 6a3osy ma cmapm-3atHamicmb. O6rpyH-
moeaHo douinbHicmb 8UKOPUCMaHHS yughpoesoi 3aliHmocmi 01151 3MeHWeHHs pigHsi 6e3pobimms y ceimi.

Knroyoei cnoea: enobanbHuUll puHoK rpaui, 6e3pobimms, duzimanizayis eKoHoMiku, yugposa basoea 3aliHs-
micmsb, yughposa cmapm-3aliHImicme.
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