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INTRODUCTION 

 

The financial market plays an important role in the country's economy. Today there are 

traditional and innovative services, including those that are provided using Fintech. Innovative 

techniques are used today in most cases for startup funding. They also help to attract resources 

for small and medium-sized enterprises (SMEs) in the global market. 

One of the innovative techniques is crowdfunding. This alternative financing method is 

relatively new, but it is actively developing and is already attracting large amounts of financial 

resources in the world market. 

Crowdfunding can become the main driver of market development. Also, the situation 

that has developed under the pandemic's influence requires changes to support the economy at 

the country level. In particular, the introduction of innovations in the financial market. 

The purpose of the study is to identify current trends and priority areas for the use of 

crowdfunding in the global and European markets and highlight the main factors influencing 

the development of crowdfunding in the financial markets of European countries. 

 

 

1. FOUNDATIONS OF CROWDFUNDING AS AN ALTERNATIVE FINANCING 

METHOD 

 

1.1. The concept of crowdfunding 

 

The term "crowdfunding" is quite new (2006) and comes from the English phrase 

"crowd funding" or "public funding" [4].  

Some scholars who have studied the emergence of crowdfunding recalled the 1949 

telethon by actor M. Berle. In a short time, he raised 100,000 US dollars to support the Cancer 

Research Foundation. Other writers describe fan fundraising to fund the 1997 US rock band 

Marillion tour. Then, with the help of an Internet campaign, they raised 60 thousand US dollars 

[3]. 

Crowdfunding gained its popularity in 2008-2009 when Kickstarter and IndieGoGo 

crowdfunding platforms emerged. Today it is a relatively large market with significant amounts 

of funds. 

In general, we consider crowdfunding as one of the alternative methods of raising funds 

to finance various projects through small contributions from a large number of investors. 
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1.2. Crowdfunding classification 

 

There are two main categories of crowdfunding: donation and іnvestment [3]. Donation 

crowdfunding raises funds for creative projects or charity causes. In some cases, donations may 

support an early-stage company or product innovation, sometimes in exchange for early access 

to a product or service. Investment crowdfunding refers to raising capital by selling financial 

instruments related to the company’s assets and/or financial performance. In each case, many 

investors make modest investments, as opposed to the more traditional model. 

Five business models currently are practiced within these two broad categories, and 

crowdfunding platforms typically are organized around one of the five models [3]: 

- Donation-based - funders donate without expecting monetary compensation; 

- Reward-based - funders receive a token gift of appreciation or pre-purchase of a 

service or product; 

- Equity-based - funders receive equity instruments or profit-sharing 

arrangements; 

- Lending-based - funders receive a debt instrument that pays a fixed rate of 

interest and returns principal on a specified schedule; 

- Royalty-based - funders receive a share in a unit trust, which acquires a royalty 

interest in the fundraising company's intellectual property. A percentage of revenue is paid out 

over a period. The payout varies depending on the periodic revenue. 

A crowdfunding platform is an online platform that the project owners use to promote 

their projects and raise funds for their implementation and investors to invest in a particular 

project [12]. 

The crowd-platform provides certain legal and financial aspects. In terms of legal 

aspects, this is the conclusion of contracts, protection of authors and investors' rights, 

verification of the reliability of these projects, and control over compliance with all rules. The 

basic financial aspects include ensuring the security of transactions between project owners and 

investors, exchanging reliable information, selecting investors, and financing projects. 

 

2. DEVELOPMENT OF CROUDFUNDING AS PART OF THE FINANCIAL MARKET 

 

2.1. Сrowdfunding in the global financial market  
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Crowdfunding is a new method for raising funds in the financial market, but it actively 

develops and increases the volume of borrowings. For comparison, if in 2010 it was relatively 

small - 880 million US dollars, then as of 2018 - about 300 billion US dollars (see Chart 2.1).  

Chart 2.1. Total worldwide crowdfunding volumes (2010-2018) 

 

Source: [13] 

In 2018, the global alternative finance industry facilitated 304.5 billion US dollars in 

transaction volume. This volume represents a 27% annual decline against the 419 billion US 

dollars recorded in 2017. However, this drop in global volume stems primarily from a sharp 

decline in China's alternative finance activities. This decline is mostly explained by Chinese 

authorities' regulatory enforcement efforts in a market in which, until recently, such regulations 

were largely unclearly specified.  

Excluding the Chinese market, the global alternative finance market volume actually 

grew by 48% year-on-year, from the 60 billion US dollars in 2017 to 89 billion US dollars in 

2018 (see Chart 2.2). 

Chart 2.2. Total worldwide crowdfunding volumes (in., ex. China) (2017 – 2018) 

Source: [13] 

Chart 2.3 shows the change in crowdfunding structure in 2015 and 2018. The largest 
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Chart 2.3. Worldwide crowdfunding volumes by categories (2015. 2018) 

 

Source: [13] 

Equity-based crowdfunding possesses the second position during both periods. 

However, in 2018 its share decreased and amounted to 5.56%. This method mainly involves 

high-risk investments in startups in the early stages. As a result, it attracts a limited number of 

investors willing to take such a risk. 

The smallest share for involvement belongs to crowdfunding based on rewards and 

donations, although these business models are often associated with crowdfunding. If in 2015 

their share was close to the share of equity crowdfunding, in 2018, it decreased significantly. 

 

2.2. Trends in the development of European countries' crowdfunding 

 

There are definite indications in the data that crowdfunding in Europe grew to new 

strengths in 2018. The total market volume reached 18 billion US dollars in 2018 (see Chart 

2.4).  

Chart 2.4. Total European crowdfunding volumes (2013-2018) 

 

Source: [9, 13] 
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The crowdfunding average growth rate between 2013 and 2018 was 69%. Though there 

was an exponential growth of 152% between 2013-2014, from 2014 onwards, the growth rate, 

though positive, has been declining year on year (41% in 2016, 40% in 2017). However, in 

2018, the growth rate has surpassed the previous year, increasing to 52%. 

The United Kingdom (the UK) remains the main contributor to European crowdfunding, 

but this imbalance decreases as other European countries' volume continues to rise. In 2015, 

the UK volume was 81% of the total European market. This market share has continuously 

decreased since this point, reaching 73% in 2016, 68% in 2017, and 57% in 2018. However, 

the UK online crowdfunding market volume showed sustained overall growth since 2015. The 

market grew by 30% year-on-year in 2018, reaching 10.4 billion US dollars compared to the 8 

billion US dollars of the previous year (see Chart 2.5). 

Chart 2.5. Total UK crowdfunding volumes (2015-2018) 

 

Source: [9, 13] 

The total European crowdfunding volume excluding the UK more than doubled from 

2017 to 2018, reaching 7.7 billion US dollars, up from 3.8 billion US dollars in 2017 and 2.2 

billion US dollars in 2016. The 2018 growth rate of 103% was back at the growth rate of 2016 

(102%). Although the UK remained a robust alternative finance market, the rest of Europe has 

been catching up.  

Chart 2.6. European crowdfunding volumes, excluding the UK (2015-2018) 

 

Source: [9, 13] 
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Netherlands, Italy, Spain, Portugal, Austria, Lithuania, Estonia, Latvia, Hungary, Slovakia, 

Czech Republic, Poland, Greece, Romania, Bulgaria, and Slovenia. We see that these countries 

have different development levels, the amount of funds raised through crowdfunding, and many 

crowd platforms operating in the country. 

First, we will analyze the total volume of funds attracted in each of the listed countries 

for 2015-2018. To do this, we will divide all countries into three groups in accordance with 

funds raised in 2018: group 1 - 300 million or more million euros, group 2 - 85- 300 million 

euros, and group 3 - up to 85 million euros (see Table 2.1).  

Table 2.1. Division of countries into three groups by volume 

Groups Countries 

Group 1 (300 million or more million euros) Germany, France, Italy, the Netherlands, 

Spain, Finland 

Group 2 (85- 300 million euros) Poland, Sweden, Latvia, Estonia, Denmark, 

Belgium, Lithuania 

Group 3 (up to 85 million euros) Czech Republic, Austria, Slovenia, Romania, 

Bulgaria, Slovakia, Portugal, Greece, 

Hungary 

Chart 2.7 highlights the countries with the highest funding volumes included. 

Chart 2.7. Countries of group 1: crowdfunding volumes by country (2015-2018) 

 

Source: [13] 
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the UK, France, the Netherlands, and the Northern Region. We attribute such a significant 

increase to the intensive growth of the consumer lending market (P2P). 

The Netherlands has rapid growth. The factor behind this growth was the increase in 

property lending, which accounted for 76.3% of the total and business lending - 8.2%. This 

growth has not been without the impact of regulatory changes. Government regulators did their 

best to promote the development of the market. The The Dutch Authority for the Financial 

Markets (AFM) and De Nederlandsche Bank (DNB) have launched an Innovation Hub and 

Regulatory Sandbox in 2016 to provide suggestions to alternative finance firms [14, 19].  

In 2018, Italy kept its position as the fifth-largest alternative finance market in Europe, 

with an increase in volume to 533 million euros (272 million euros in 2017). Crowdfunding 

continues to be an important source of finance for SMEs [13]. 

Spain remains the seventh-largest crowdfunding market in Europe as of 2018. The 

volume of raised funds increased by more than 130% compared to 2017. Consumer lending, 

invoice trading, and business lending are the main segments of the total volume, accounting for 

29.6%, 25.7%, and 22.3%. 

Crowdfunding in Finland also had a stable growth rate over the study period. The largest 

share of the total volume of borrowings, as in other countries of this group, was consumer 

lending - 56.6% and business lending - 21.2%  

We see that the first group countries are characterized not only by significant amounts 

of attracted funds but also by certain trends in the ratio of various crowdfunding models. 

The second group is not homogeneous in terms of the level of development (see Chart 

2.8).  

Chart 2.8. Countries of group 2: crowdfunding volumes by country (2015 - 2018) 

 

Source: [13] 
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Poland became the leader in this group in 2018. Thanks to the high growth rate 

compared to Sweden. The total amount of funds raised was 276 million euros. Consumer 

lending accounted for 84.4%. 

The Swedish market is showing significant and stable growth. In 2018, Swedish 

crowdfunding raised 247 million euros, which is only 29 million euros less than in Poland. Real 

estate crowdfunding and consumer lending prevail here.  

In 2018, Latvian platforms raised 212 million euros. They have maintained strong 

growth throughout the years. The largest share of collected funds belongs to consumer lending 

- 90.5%. There were certain fluctuations in the Estonian market. There was a slight decrease of 

2% in 2017 and an increase of 39% in 2018. However, despite the fluctuations, Estonia owns a 

significant share of the regional invoice trading market, a good alternative for financing SMEs. 

The crowdfunding market in Denmark is showing significant leaps in growth. In 2016, 

it increased by 27%, but in 2017 it decreased by 51%, but in 2018 it increased again by 180%. 

In 2018, this was 120 million euros. We can assume that regulation influenced these 

fluctuations. In Denmark, business lending is considered to be properly regulated while equity 

and consumer lending always regulated changes [19]. 

Crowdfunding in Belgium is growing steadily in 2015-2018, at an average of 44% 

annually. In 2018, Belgian crowdfunding platforms raised 105 million euros. 

The national crowdfunding market in Lithuania also shows stable growth. However, in 

2018, Lithuanian crowdfunding raised the lowest amount in this group (88 million euros). 

Consumer lending dominates this market. 

The third group includes the countries with the lowest crowdfunding volumes (see Chart 

2.9).  

Chart 2.9. Countries of group 3: crowdfunding volumes by country (2015 - 2018) 

 

Source: [13] 
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The crowdfunding market in the Czech Republic and Austria is almost at the same level, 

in 2018 40 and 39 million euros, respectively. They are much larger than the markets of this 

group, but they do not catch up with the markets of group 2 in terms of attracted volumes. 

This group also includes Slovenia, Bulgaria, Romania, Slovakia, and Portugal. Their 

market is in its infancy is attracting negligible amounts of funds. The Romanian market is split 

between two models: reward-based crowdfunding and consumer lending. Invoice trading 

represents a significant proportion of the attraction in Slovenia. In other countries, consumer 

lending attracts the largest amounts [13]. 

Crowdfunding in Greece and Hungary attracts fewer funds among all countries (2 

million euros and 0,1 million euros). The Hungarian crowdfunding market was slowly emerging 

and consisted mainly of Donation-based Crowdfunding. The Greek market is dominated by 

non-investment models - crowdfunding based on rewards and donations.  

To summarize the above: 

- the level of development of the country affects the amount of funding. The more 

developed a country is, the more funding can be attracted through crowdfunding; 

- P2P, P2B, equity crowdfunding, and real estate crowdfunding prevails in the 

markets of countries with large volumes of funds raised. Reward and donation-based 

crowdfunding are prevalent in countries with low volume crowdfunding. 

A crowdfunding platform is an essential tool in crowdfunding. Now there are quite a lot 

of them. In all countries, there is a trend towards an increase in functioning platforms. However, 

it is important to analyze the effectiveness of these platforms. We calculated the average amount 

of funds raised on one platform (see Chart 2.10).  

Chart 2.10. The number of the platforms in European countries and the amount of funds raised 

per one platform in 2018 

 

Source: [13] 
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Chart 2.10 shows that a large number of platforms doesn’t mean efficiency.  

We have seen that countries have quite different funding volumes. Therefore, it has 

become necessary to find out the factors forming such counties differentiation. We have  

assumed the following factors: 

- economic growth. We define the impact of this factor in terms of gross domestic 

product (GDP). We assume that there is a positive link between GDP and the funding on crowd 

platforms; 

- savings of the households. We think that the link between the factor and the 

dependent variable will be positive; 

- number of platforms; 

- availability of credit products. There is now a problem of access to finance for 

startups and SMEs in many countries. Therefore, there is a need for alternative methods of 

raising funds. We assume that the link with the funding volume will be negative. We investigate 

this factor using the bank loans indicator; 

- development of cashless payments and electronic payment systems since they 

ensure the functioning of crowdfunding. We analyze these factors by such indicators as the 

number of bank cards in circulation and the number of non-cash transactions. We assume that 

the link will be positive; 

- government regulation of crowdfunding. This factor is qualitative; therefore, to 

assess it, we use the Likert scale (assigning a rating score from 1 to 5) and obtain data of the 

ordinal level. 

We have built a correlation matrix to see the actual link between the above factors and 

the dependent variable (the amount of funds raised using crowdfunding platforms)  

Table 2.2. Correlation matrix 

 

Source: [8, 9, 13] 

Y
Number of 

platforms 
GDP Savings

Bank 

loans 

Number of 

bankcards 

Number of non-

cash transactions

Government 

regulation 

Y 1,0000 0,7788 0,6416 0,5127 0,6519 0,5717 0,6654 0,6593

Number of 

platforms 
0,7788 1,0000 0,8430 0,6240 0,8667 0,8067 0,7491 0,8127

GDP 0,6416 0,8430 1,0000 0,8270 0,9843 0,9676 0,7372 0,7511

Savings 0,5127 0,6240 0,8270 1,0000 0,7748 0,8088 0,5497 0,4578

Bank loans 0,6519 0,8667 0,9843 0,7748 1,0000 0,9335 0,7903 0,8137

Number of 

bankcards 
0,5717 0,8067 0,9676 0,8088 0,9335 1,0000 0,6367 0,6906

Number of non-

cash transactions
0,6654 0,7491 0,7372 0,5497 0,7903 0,6367 1,0000 0,8052

Government 

regulation 
0,6593 0,8127 0,7511 0,4578 0,8137 0,6906 0,8052 1,0000
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The Table 2.2 shows that all factors are highly correlated. This indicates the presence of 

a linear link between them. 

We have built a panel multivariate regression model based on all factors. However, 

some factors were found to be insignificant. We have presented the results of the most adequate 

model in Table 2.3. 

Table 2.3. Panel multivariate regression model 

 

Source: Calculated by the author 

We have checked the quality of the model by the Fisher criterion and the coefficient of 

determination (see Table 2.4). The regression model confirms its adequacy for the dependent 

variable. Its coefficient of determination is greater than 0.8. 

Table 2.4. Model check 

 

Source: Calculated by the author 

Therefore, we can say that the hypothesis of a positive link between the amount of funds 

raised using crowd platforms and the level of development of the country and the hypothesis of 

a positive relationship between the amount and the number of operating platforms are 

confirmed.  

However, the hypothesis of a positive relationship between crowdfunding volume and 

the volume of savings is not confirmed. We assume that the reason for this may be that the 

households in European countries prefer more traditional and less risky areas of investment, 

such as deposits, real estate, or precious metals. 

 

CONCLUSION 

 

In this work, we have revealed the theoretical foundations of crowdfunding in the 

financial market. We have realized that crowdfunding is one of the alternative methods of 

Dependent variable Numerical model Designation 

Total amount of funds raised 

through crowdfunding,              

million euros 

Y=9.3625*P + 0.003*GDP -

0.0036*S - 1187.9515+[CX=F]

Y - dependent variable, 

P - the number of 

platforms, S - savings

Dependent variable Numerical model 
Determinatio

n coefficient
F-criterion

F-criterion model 

adequacy

Total amount of funds 

raised through 

crowdfunding,              

million euros 

Y=9.3625*P + 0.003*GDP -

0.0036*S - 

1187.9515+[CX=F]

0,807009 10,97667 Prove true
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raising funds to finance various projects due to small contributions from a large number of 

investors. We have identified the following main crowdfunding types: crowdfunding based on 

donations and rewards, equity crowdfunding, and crowdfunding. 

We have determined that the following factors affect crowdfunding development: the 

country's economic development, the state of development of cashless payments and electronic 

payment systems, the availability of credit products, the level of population savings, the number 

of functioning platforms, and government regulation. In particular, using the example of the 

Chinese market, we saw the level of crowdfunding sensitivity to any regulatory restrictions and 

changes.  

We have built a correlation matrix and regression model based on these factors. Based 

on the model, we have determined the following factors affecting crowdfunding: the level of 

development of the country, the amount of savings of the population, and the number of 

platforms. 

Therefore, we can assert that crowdfunding is a promising and convenient financing tool 

in European countries' financial markets. 
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