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Abstract

The purpose of the work is analysing the drivers that have brought changes
to the crowdfunding ecosystem as a result of COVID-19 outbreak. After an
accurate description of how the platform works based on scientific researches,
it will be proven that despite the pandemic and the changes that came with
it, crowdfunding platforms have been able to adapt to the new standstill and
to continue growing. The distancing and the isolation have only incremented
the time that people spend on their smartphones and computers, hence on
social networks which are essential for promoting crowdfunding campaigns.
Therefore, it was witnessed an acceleration in the digitization process. The
financial distress has motivated many people to find new sources of income,
for instance by investing in an equity crowdfunding platform which is the
type of platform that according to the data has grown the most and has
collected the largest amount of money. Furthermore, the shown weakness of
the healthcare system seems to have motivated people to donate and support
related campaigns. Those are few of the drivers analysed in this thesis.
Moreover, by looking at the case study on CrowdFundMe we demonstrate
the positive reaction this platform has had during this crisis, in fact it has
been focusing on guaranteeing honesty, trustworthiness and on promoting
promising and COVID-related campaigns to help facing the pandemic.





Sommario

L’obiettivo della tesi consiste nell’analisi dei drivers che hanno portato cam-
biamenti nelle piattaforme di crowdfunding in seguito allo scoppio della pan-
demia. Dopo un’accurata descrizione relativa al funzionamento delle piatta-
forme, verrà dimostrata la capacità che tale strumento ha avuto nell’adattarsi
e nel continuare a crescere nonostante i tragici effetti causati dal COVID-19.
La distanza e l’isolamento hanno accelerato il processo di digitalizzazione.
Le difficoltà economiche vissute da numerosi individui hanno spinto moltis-
simi ha ricercare nuove fonti di guadagno tra le quali l’investimento, infatti
ad esempio l’equity crowdfunding rappresenta il tipo di piattaforma che in
questo periodo è cresciuta maggiormente e che ha raccolto il maggior numero
di fondi. Per non parlare dello shock sperimentato dal sistema sanitario che
però allo stesso tempo sembra aver spinto la popolazione a donare e suppor-
tare maggiormente campagne di crowdfunding collegate a tale tema. Questi
sono alcuni dei drivers che verrano presi in considerazione. Infine, lo studio
di caso sulla piattaforma CrowdFundMe mostrerà più concretamente la rea-
zione e i cambiamenti adottati da tale piattaforma in seguito alla pandemia.
Tale piattaforma ha infatti puntato a garantire onestà, fiducia e a promuo-
vere progetti promettenti e collegati al COVID-19 in modo da contribuire
attivamente alla tragica situazione.
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Chapter 1

Introduction

The outbreak of COVID-19 has brought up new challenges for people, busi-
nesses, and in general the real economy. Everyone suffered the consequences
and some were able to profit and earn from this tragic event. In this thesis,
the focus will be on crowdfunding platforms. This tool is defined as a web-
site which allows entrepreneurs and firms to collect small amount of money
provided by a large pool of investors, contributors and donors.

In chapter 2, I will analyze the most known crowdfunding business mod-
els: equity-based, reward-based, donation-based and lending-based. Then,
there will be an analytical description of how they work, who are the parties
involved and the externalities caused by their interactions. Since crowdfund-
ing platform is a two-sided market, the parties involved are the backers and
the fundraisers, where the platform works as the intermediary between the
two. The effects deriving from the interactions between the two groups are
within-group and cross-group externalities. Thereupon, there are also two
other issues to be faced by them: asymmetric information and hidden ac-
tion problem. Backers, fundraisers and the platforms all individuated some
strategies to face these difficulties: price and non-price strategies. I will ad-
dress all of them later on. At the end of the chapter, there will be a brief
discussion about social networks.

In chapter 3, the analysis will shift to the current standstill. I will focus on
describing the effects that COVID-19 is having on CFPs. In particular, I will
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10 CHAPTER 1. INTRODUCTION

first point out the changes that each parties had to face to then turn to the
strategies that can be adopted and that were utilized to overcome the crisis.
The study will then take a more concrete direction, in fact I collected some
data which describes the results obtained by the most performing Italian
platforms for each type of business model previously presented.

In chapter 4, the case study of CrowdFundMe which is an Italian equity-
based crowdfunding platform, will prove and clearly show the consequences
and the strategies utilized to face the pandemic.

I have based my work on scientific papers, on data collected by the plat-
forms themselves and on technical reports. Furthermore, I have focused both
on qualitative and quantitative data to give a better understanding and a
more thorough analysis. The main purpose of this work is showing the im-
pact that COVID-19 is having on this tool, by analysing the changes and the
challenges which were brought up. The usage of this tool has been constantly
spreading during these last few years. Moreover, despite the pandemic, it was
able to maintain this trend proving its strength and usefulness. It has also
demonstrated how it helps to access funding more easily and that it repre-
sents a valid alternative to traditional instruments such as banks, venture
capitalists to name a few.



Chapter 2

What is Crowdfunding?

Crowdfunding platforms are defined by EU commission as an innovative way
to raise money in order to finance businesses and projects. This tool allows to
collect large sums of funding from a wide pool of interested people through
online platforms. According to Vitale (2013) [15], crowdfunding is closely
related to micro lending, which allows individuals with no access to con-
ventional financing from credit institutions to receive funds. It differs from
traditional funding for the number of backers involved (EU Commission) as
well as the type of funder [11]. In fact, traditional funding involves a small
group of sophisticated investors, while crowdfunding a large audience of in-
dividuals (private persons or economic actors [15]) who each provides small
amounts of money. Moreover, often in crowdfunding there is no standard
financial intermediary [53], however, the platform itself can be referred to as
an intermediary [15]. It has become a valid alternative, mainly for startups
and SMEs1 seeking funding, to satisfy their liquidity needs. In CFPs2 they
are included projects of all kinds: from cultural, humanitarian, social and
political projects to environmental, technical ones just to name a few [66].

Moreover, crowdfunding is a niche phenomenon that has been growing in
the past few years worldwide [12]. According to Starteed the total growth
in Italy in 2020 was 75% and the average growth in the past 5 years was
66%. This new innovative tool is changing the capital market space [9] or

1Small and Medium Enterprises
2Crowdfunding platforms
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12 CHAPTER 2. WHAT IS CROWDFUNDING?

MODEL CONTRIBUTION RETURN MOTIVATION
(backers)

Equity-based investment financial return financial return

Lending-based loan interests on the
loan

financial return

Reward-based donation/pre-
purchase

rewards social and material
return

Donation-based donation intangible ben-
efits

social return

Table 2.1: Crowdfunding Business Model [57]

better it is emerging in response of an increasing need of new sources of
finance which is essential in a growing economy. Furthermore, it seems an
interesting solution to the many current financial constraints of the capital
markets.

2.1 Crowdfunding business models

There are three categories of CFPs: financial, non-financial and no-reward
platforms [40]). The first, which can also be defined as investment-based
CFP, are: equity-based and lending-based CFPs [12]. The second is reward-
based CFP and the third is donation-based CFP. The last two models do not
involve any financial reward or compensation for the funders. On the con-
trary, for investment-based CFPs a remuneration is expected by the funders,
this gain will depend upon the performances of the campaigns [40]. The back-
ers are driven by three types of motivation depending on the crowdfunding
platform model: social return, material return and financial return. Shifting
to the fundraisers’ side, the main motivations are collecting capital to fund
new businesses [9] and receiving feedback on new ideas and products before
they enter into the market. The platform is therefore able to create a direct
link between the customers and the project owners [30].
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2.1.1 Financial CFPs

As mentioned before, this type of platform involves an economical gain from
the process. The first model is equity crowdfunding, it still occupies a small
portion but it is growing at speed. It can be defined as a platform where
privately held businesses offer securities to the general public, thus businesses
not yet floated on the stock exchange can offer proportions of their equity
where the backers can purchase parts of the equity stake [57]. Therefore, this
is a real investment and the actual profit will depend on the performances
of the funded businesses (financial return, table 2.1). Moreover, regulators
are very attracted and interested in monitoring equity crowdfunding [63]. It
may appear similar to the practice of acquiring shares on the stock market.
However, it presents many differences: first of all, while on the stock market
private companies must follow strict regulations, the latter do not apply
in the crowdfunding scenario. Further, companies seeking funding through
crowdfunding platforms are usually much smaller and less developed. In table
2.1, some factors related to this type of crowdfunding are briefly presented.
Starting from the incentives of the funders, it has been mentioned that what
drives the backers are mainly financial motivations such as having access to
investment opportunities and earning a profit [57]. It is primarily utilised by
SMEs and start-ups which have often difficulties in both accessing subsidized
funds and being granted with government contributions [3].

The other model is lending crowdfunding, in this case a large group of
people will lend money to a business and they will expect to have the money
back with interests. It diverges from borrowing from a bank for the fact that
it is less complicated and it involves much less standards. What drives the
investors towards this process is the expectation of a return, hence, a financial
motive (table 2.1). In this type of model the role of the platform might
somehow differ from case to case. In fact, it could be an actual intermediary
and deal with the entire process until the repayment, or it could just act as
the match-maker and let the rest of the process be dealt by the two parties
[30].
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2.1.2 Non-financial CFPs

A non-financial type is reward-based crowdfunding which involves campaigns
whose aim is to collect funds in order to promote a new idea or item. The
type of contribution is usually a donation however, it can also be defined as
a pre-purchase of a new product (table 2.1). In return the backers expect
a non-financial reward which usually has a symbolic value [30]. Other than
the early access to a new product, the backers might be driven by the desire
of engaging in social activities (community participation), or the desire of
supporting an interesting and innovative idea [4]. Therefore, it is clear that
the funders are moved by both material and social returns (table 2.1).

2.1.3 No-rewards CFPs

The most known example of no-rewards crowdfunding is the donation-based.
This model is typically used by NGOs to promote specific projects in order
to collect funds. It differs from traditional funding because the donations are
ear-marked for a specific campaign. The motivations of the backers are in-
trinsic, mostly connected to social causes [30]. Hence this type of motivation
is called social return since there is no financial return nor a reward expected
by the backers. Moreover, the funders receive so called intangible benefits
from donating such as personal satisfaction and feeling helpful towards the
community (table 2.1).

2.2 How do CFPs function?

In this section the wish is to dive deep into the economic relationship among
the three parties involved in CFPs. Moreover, the focus will be on the cross-
group and within-group externalities, and how these effects influence the
price structure and the efficiency of the platform. The focus will then shift
to the main strategies engaged to deal with the external effects and other two
issues: asymmetric info and hidden action problem. One last paragraph will
mention the importance of social networks in the crowdfunding ecosystem.
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Crowdfunding is a two-sided market characterized by a subsidy-side and
a money-side. The former is the group of funders which contributes to the
money-side. The latter represents the fundraisers, which are the one paying
the fee to the platform (the intermediary) [15]. It distinguishes itself from
platforms such as dating apps, since the latter are one-to-one matching while
CFPs are one-to-many matching. Therefore, this tool creates new markets
[12]. It can be seen as a win-win game since all committed stakeholders
enjoy several benefits from their involvement in the process. Starting from
the intermediary which profits from the fees charged for the service [12]. As
for the investors, they benefit in different ways since there are several types
of crowdfunding models. The backers in a donation-based might strengthen
their sense of belonging to a certain community or they might enjoy the
feeling of helping the society/community in need. The investor in a reward-
based enjoys the involvement in the project, e.g. being able to be the first
to use a new item. The funder of an equity-based can profit if the project
is successful by receiving a return from the investment. Those are just a
few examples [67]. The fundraiser benefits in alternative ways as well, firstly
by getting the funding to implement a project, to produce a new item or
finance a business, secondly by receiving a feedback on goods before they are
introduced in the market [39].

The platform can opt for two opposite models: AON or KIA. Those
models can apply to all 4 types of CFPs. In the “Keep-It-All” (KIA) the en-
trepreneurs are allowed to keep the entire pledged amount, usually by paying
a higher fee, even though the stated capital raising goal is not reached. On
the contrary, in the “All-Of-Nothing” (AON), unless the established amount
is met, the fundraisers do not receive the amount collected and the latter is
returned to the backers [29].

2.2.1 External effects

As we previously stated, crowdfunding is a digital platform which operates
as a two-sided market, thus it brings together two different groups of par-
ticipants and regulates the relationship between them [46]. These interac-
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tions create network externalities (external effects) which can be defined as
the marginal effect that an additional user has on the other users both on
the other side of the market (cross-side network effects) and the same side
(within-group network effects) [8]. Network externalities can be both nega-
tive and positive [73].

Cross-group network externalities

Firstly, cross-group externalities (inter-group externalities or indirect net-
work effects) emerge whenever one side of the market benefits from the par-
ticipation of the other side participants [45]. The impact of funders partic-
ipation on fundraiser is positive with no ambiguity, since a large crowd of
funders increases the chance to raise more money and hence, to increment the
probability of the project success. Moreover, CFPs are often used to receive
a feedback on new products before are launched in the market, therefore, a
wide pool of potential funders can only mean more accurate results from the
market analysis [13].

On the contrary, fundraisers participation on CFPs can have both posi-
tive and negative effects on funders. The more projects available, higher will
be the chance to find the project that better fits the tastes of the backers.
However, the higher the number of projects presented by the fundraisers the
higher the need of coordination between funders in order to finance and ac-
tually reach the required threshold which will eventually bring the campaign
to success. CFPs can mitigate this problem by guiding the funders towards
the projects which are closer to reaching the threshold. On the contrary, the
lower the number of projects presented the higher the chance to not satisfy
the tastes of the funders but the easier the coordination among them and
the chances of reaching the goal [12]. Therefore, the positivity or negativity
of such externalities depends upon the balance between projects variety and
coordination among funders (figure 2.1).
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Within-group network externalities

Within-group externalities can also be defined as intra-group externalities or
competition effects, as long as participants of the same group compete with
each other [14]. Therefore, it is essential to analyze the peers behavior since
it can positively or negatively influence the group. Concerning the funders,
the network effects are mainly positive, in fact a higher range of participants
increases the chances of reaching the threshold-pledge in case of both the
AON or the KIA model apply. Though, some other effects may be induced
by the dynamic behavior among funders e.g. free-riding problem.

Within the group of fundraisers, the network externalities are mainly
negative. In fact, although a larger group of fellow fundraisers may better
the image of the platform and hence, attract a bigger supply of consultancy
services, more fundraisers mean more campaigns and thus, more competition
(figure 2.1). The present increases the chances of not meeting the financial
goal to implement the project [13].

These externalities affect the pricing structure and the efficiency of the
interactions between the two parties. The analysis will be on two types of
strategies: price and non-price strategies [13].

2.2.2 Price strategies

There are several price strategies which can be adopted by the platforms. For
instance, at the moment most CFPs impose a tax on the money-side in case
the campaign is successful. Therefore, the platform charges a transaction
fee to the fundraisers as a percent basis which apply whenever the threshold
is reached (AON model) or more in general the project has had a positive
outcome. Unsuccessful campaigns usually do not get taxed. No explicit fees
are charged to the subsidy-side. Sometimes a platform can introduce a sub-
scription fee for both fundraisers and funders, however, this rarely happens
at the early-stage of the platform life [13], because it could disincentive both
from participating. In conclusion, CFPs benefit from three sources of rev-
enues: firstly, as we previously explained, platforms earn interests on the
funds collected, secondly, they might offer additional services to both the



18 CHAPTER 2. WHAT IS CROWDFUNDING?

Figure 2.1: External Network effects on CFPs [13]

backers and the fundraisers such as disclosure of information and handling
payments. Thirdly, even though at the moment is not frequent since plat-
forms are new, subscription fees for both sides can offer another source of
income for CFPs [12].

2.2.3 Non-price strategies

Non-price strategies aim to manage external effects, to address the asymmet-
ric information problem and the hidden action issue. The first and foremost
strategy is the choice between the two mechanisms AON and KIA. As we
explained before, the "All-Or-Nothing" model better reassures the funders,
since it forces the fundraisers to set reachable and more realistic targets
and thus it guarantees more protection for the backers interests. Therefore,
by choosing AON the platform become indirectly more attractive for the
fundraisers. Moreover, this mechanism makes some participants crucial thus,
their contribution will be pivotal in order to reach the target. Fundraisers
are allowed to charge different prices to pivotal funders. That said, fundrais-
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ers will usually choose a more flexible method such as KIA, even though the
platform often charges a higher fee in this situation. If by choosing a model
the fundraisers get discouraged, the same would happen to the funders hence,
the platform allows the fundraisers to pick the method they prefer. Conse-
quently, the decision whether to choose one or the other should be driven by
the importance of the funding level in order for the project to be successful
[13].

Other strategies can be used by CFPs to minimize the problem of asym-
metric information which is a well-known issue in two-sided markets [75] that
can lead to market failures such as adverse selection [4]. In fact, fundraisers
will most of the time have way more information related to the quality of
the projects than any other participants which could result in withholding
information and overstating quality [4]. That said, outright frauds can easily
occur. Backers are only aware of the presence of both good and bad qual-
ity campaigns [6]. First of all, in this context the investment decisions are
made before having the chance to finding out the actual value of the project.
Furthermore, it is more complex to learn from the predecessors since the
results of the transactions are not immediately visible like on platforms such
as eBay. Therefore, they ought to find some other strategies to mitigate the
problem.

In table 2.2 for each type of participants are listed some possible solutions
to ensure quality on the platform, thereby mitigating risks for backers [75].
For instance, the platform can promote a direct screening which consists in
analyzing and verifying some specific characteristics of the fundraisers and of
the campaigns. Imposing a fee per campaign may be utilized as a screening
device as well [12]. Moreover, some CFPs can involve sophisticated investors
in order to reassure the backers [13]. Sometimes, different type of information
can be given to the backers, other than the credit history of a fundraiser e.g.
textual description of his reasons and intentions, his picture, the maximum
interest rate he is willing to accept. Those are defined as “soft info” [41]
since they are mainly used to build trust between the two parties. The so
called “hard info” or “economic status” are considered the most relevant cri-
teria used by the backers to evaluate a campaign. Another mechanism which



20 CHAPTER 2. WHAT IS CROWDFUNDING?

could be implemented is the reputation system. CFPs can build, by using
a benchmark, a system to analyze and report the average performances of a
fundraiser, thereby creating a link between expected performances and ob-
servables [50]. Furthermore, a platform could also get certifications to prove
the quality of the platform itself and also to introduce a system of specific
policy rules for the platform [75]. Finally, CFPs can use a recommender
system [47] to inform new potential funders about the decisions that have
been previously made by other backers or it may utilize past decisions from
previous campaigns to give some personalized recommendations [13].

Yet, funders take decisions according to the information they have. Some
are available to anybody (public info), others only to a subset of the pub-
lic (private). According to the signaling theory, the fundraisers may signal
some specific info they want the public to know and vice versa ([19] signaling
theory). However, for this theory to be held eligible, for funders or CFPs
must be easy to verify the statements made by the fundraisers. Moreover,
fundraisers might want to work on their trustworthiness by utilizing a rep-
utation system since it has been demonstrated the importance of trust in
crowdfunding [12].

Finally, also the funders have some power over asymmetric information,
in fact they can base their decisions on their past experiences if they have
assembled a portfolio of investment (portfolio effects), or by learning from
others. Further, syndicates have an important role in reducing market fail-
ures due to information asymmetry. They shift the focal investment crowd
activities from start-ups to lead investors. Yet, they provide incentives for the
latter to monitor progress, to exploit their reputation and to conduct due dili-
gence [5]. These mechanisms can help mitigate the asymmetric information
issue but they can implicate some other problems such as herding. In fact it
has been verified that investors care more about what the other investors do
than who does it (herding behavior [60]). This can cause inefficiency as to
which project gets funded [12].

Another problem which arises after the funds are collected is the hid-
den action problems which determines market failures as well (moral hazard
e.g.)[4]. Funders are unlikely able to control the way the money are utilized
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PARTICIPANT PROBLEM INSTRUMENTS TO MITIGATE
THE ISSUE

Platform Asymmetric
information

Screening, fees, sophisticated in-
vestors, reputation system, plat-
form policy rules, certifications,
complementary source of info, rec-
ommender system

Hidden action
problem

Insurance, payments services,
monitoring system, reputation
system, info disclosure

Fundraisers Asymmetric
information

Signaling, reputation system,
trust, social media, certifications.

Backers Asymmetric
information

learning from others, syndicates,
portfolio effects.

Table 2.2: Strategies to mitigate the issues [75][12][9]

once the campaign is over. Therefore, in order to reduce the risk of frauds,
CFPs must promote strategies to guarantee more certainties to the funders
afterwards, first of all by implementing a monitoring system. Second of all,
it might be wise for the platform to provide supplementing services such as
managing the transactions in order to avoid the usage of funds before the
success of the campaign has been declared. As mentioned before, a reputa-
tion system to track previous performances of fundraisers can be useful when
the platform has been previously used by the campaigns promoters. Further-
more, Insurances can be appropriate for both funders and the platform itself
to reduce risks such as market failures [13]. Finally, CFPs have often more
information compared to funders, however they might decide to not disclose
all the available info. This happens because CFPs want accuracy reputa-
tion and a reputation of being lenient in order to attract both funders and
fundraisers. Therefore, in order to balance these opposites incentives CFPs
might avoid sharing all available information [12].
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2.2.4 The role of Social Networks

Finally, it is presented a brief analysis of social networks role in CFPs. Rea-
sonably, the highest quality campaign should get funded, however, this facet
is not perfectly observable, hence funders rely on quality signals. In this
respect, social networks play a relevant role [13]. In fact, some evidence has
shown that social networks can leverage crowdfunding performances [51].
Moreover, some studies have proven the positive correlation between the
number of followers, the project-sharing cascades and crowdfunding perfor-
mances. Yet, the fundraisers digital reputation is relevant and can have a
positive impact on CFPs. This tool can be used by all three parties. Fun-
ders utilize it to receive more information, fundraisers might use it to improve
their image and promote their campaigns, CFPs may use it to update the
funders beliefs in order to let the recommender system make personalized
suggestions for projects that might interest the backers [12]. Social Networks
act as a free promotion resource for crowdfunding platforms with the aim
of reaching a global audience. They are expected to drive the crowdfunding
growth even further in the future. Moreover, Startup.com believes 12% of
the Facebook share, 53% of email shares and 3% of Twitter shares convert
to donation [77].



Chapter 3

Consequences of the pandemic

This chapter will be focused on highlighting the impact COVID-19 is hav-
ing on crowdfunding platforms. This exogenous shock has increased envi-
ronmental and economic uncertainties which resulted in new challenges for
entrepreneurs and the real economy. Since the outbreak of the pandemic,
crowdfunding has shown strength and moreover an unexpected boom has
been witnessed. Yet, this boom has come with a price, in fact the crowd-
funding landscape has been heavily altered. Starting from the type of com-
panies soliciting funding, the type of investor and the increase of atypical
motivations that drive the backers [17]. So far, the changes brought by the
pandemic have been evaluated however, some strategies promoted to face
the negative consequences will be mentioned. The analysis will describe sep-
arately the three parties involved in a crowdfunding platform: the crowd,
the fundraisers and the platform itself. Furthermore, the analysis will be
supported by specific data for each type of crowdfunding platform (Italian
platforms).

The interesting question is what are the drivers of crowdfunding platforms
changes carried by the pandemic? Starting from the effects of isolation and
social distancing on individuals, on one hand, we can expect an increase
in social disconnection [42] on the other hand, some suggests the ability of
this situation in creating new online communities [2]. This situation has
accelerated digitization and it has increased the use of social networks which
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are relevant in promoting crowdfunding campaigns. Moreover, by witnessing
all this suffering we could expect a rise in solidarity thus, a growing interest
in helping people in need. Moreover, since the suffering involved us closely,
in fact mostly each one of us has experienced a loss of a friend or a family
member this could represent an incentive to donate more money to COVID-
19 related campaigns. Not to mention, the several financial difficulties faced
by many workers who were forced to find new sources of income. Some might
have started to invest [70], others to create new small online businesses as
a result of COVID-19 restrictions which forced people inside their homes,
and in front of their technological tools in order to remain connected to the
world. In both cases, crowdfunding platforms could benefits: more investors
and new start-ups seeking funds to promote. On the other hand, financial
distress could suggest an increase in selfishness [65] which could strongly
damage crowdfunding platforms by reducing the amount of funding raised,
not to mention the possible increase in frauds carried out by fundraisers. The
pandemic has also shown the fragility of the healthcare system this could
drive people attention towards this sector and thus, crowdfunding platform
could exploit this by promoting specific types of projects. We now dive into
a deeper analysis of such drivers in order to have a better understanding
of these changes, we do not expect to be able to explain all the collected
data related to the platforms since, there are still many factors, correlations
and consequences to be discovered and studied connected to the current
standstill.

3.1 The crowd

The pandemic has affected the entire population, the latter is preoccupied by
the impact of COVID-19 on the economy, the health care system and its well-
being. The people are striving to adapt to a new normality. Firstly, a change
in their priorities has been witnessed, they now center on basic needs, clean-
ing devices and products while the sales of non-essential categories dropped.
Moreover, the buy “local trend” is accelerating, not to mention the boost
in digital commerce. Another concerning factor is the growing interest to-
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wards sustainable options. Thereupon, people are embracing technology with
greater reason, in particular due to the distancing and as a result of isola-
tion. Some believe this situation to be able to build new online communities,
albeit the distancing might suggest otherwise [2]. Considering this, we will
see later on that fundraisers and CFPs have been focusing on promoting new
types of project as a response.

Secondly, the outbreak of the pandemic has negatively influenced people
confidence, thus, trust is becoming a crucial matter. Most of all, rebuilding
trust quickly and credibly should be what organizations and businesses seek
to achieve [1]. This represents a huge problem seeing that it has been proven
the value of confidence in view of successful performances in the crowdfund-
ing ecosystem [7]. In order to achieve that, some crowdfunding platforms
reinforced their regulations and the project selection system [44]. Others
focused on social networks to attract and reassure the public.

Thirdly, backers motivations need to be discussed. In general, as was
briefly examined in chapter 2 there are different types of motivations. How-
ever, we will analyze this more thoroughly right away. The first division is
between social1 and individual2 drives. The second is between two extended
categories: intrinsic3 and extrinsic4 motivation. The pandemic has slightly
modified them, since it has brought up several issues. For instance, during
this time some individuals have felt a growing sense of belonging towards the
local communities which resulted in an increase in altruism (e.g. individual
and intrinsic motivation), an extrinsic motivation arisen is the interest in in-
vesting in campaigns related to COVID-19 in order to overcome the current
and tragic standstill (this can be seen as both an individual and a social
motivation), as for intrinsic social motivation it has been noticed a spreading
feeling of mistrust towards fundraisers [58].

In figure 3.1, we present the categories in which the backers invested/donated

1Any motive deriving from the interaction with others [18]
2Motivations coming from within the individuals [18]
3What drives the person to do something is the interest towards that specific thing [62]
4In this case the motivation come from the expectation of reaching a separable outcome

[62]
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Figure 3.1: Types of campaign where people invested the most in Italy [35]

the most throughout the Pandemic. 30% of the funds went to PPE5 cam-
paigns, 15% to support family and friends and 55% to hospital fundraising
[35]. This data are self-explanatory considering the analysis presented above.

According to a study run by Zelle6, the pandemic has principally hardly
hit the finances of Millennials7 nevertheless, they are the generation that is
donating the most as we can see from figure 3.2. The boomers8 are the one
who donated/invested less compared to the other generations, one explana-
tion could be related to the difficulties in using these new technological tools
[49].

5Personal protective equipements
6Payment service used to transfer money
7Millennials are those born between 1981 and 1996 who are now between 25 and 40

years old. This generation has grown up during globalisation, digital revolution and the
2008 Crisis (period of rapid change), these events have surely affected their preferences,
attitudes and expectations compared to the previous generation [38]

8Boomers are the one between 57 and 74 years old [49]
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Figure 3.2: Types of investors [49]

3.2 The entrepreneurs/fundraisers

That said, the focus will shift to the consequences for entrepreneurs/fundraisers.
Different aspects have to be considered. As we mentioned above, one of the
most crucial change determined by the crisis is the rise of new types of com-
panies. On the contrary, existing companies are facing many challenges and
often entrepreneurs are forced to decide whether to try to save their busi-
nesses or not, thus if it is worth it to raise funding to help the business. This
process involves three phases: business resumption, crisis impact analysis and
future evaluation and modification. Firstly, as expected many entrepreneurs
have been using crowdfunding to help financing and financially relieving their
companies [36]. This is a big difference compared to pre-COVID situation in
which crowdfunding was mainly utilized to collect early-stage funding for new
start-ups. Secondly, lately crowdfunding has been used as an exit strategy.
These entrepreneurs make use of this tool to receive assistance in finalizing
the acquisitions of their own companies by other organizations. The sec-
ond phase consists in observing the impact of the pandemic. First of all,
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it has been proven the rise of frauds when using crowdfunding platforms
[74] [49]. Yet, a need of digitalization has arisen and consequently a new
pool of investors (millennials) has started to play an interesting role in the
crowdfunding ecosystem. The third and final phase involves future evalua-
tion and forecast about the lasting effects on crowdfunding platforms due to
COVID-19. On that respect, Royse and Slutu9 (2021) have provided some
insights; they have forecast an increase in competition among crowdfunding
projects in addition to the rise of political values exposition throughout the
campaigns.

We dwell on start-ups which have been largely influenced by the pan-
demic. They have not received a lot of attention compared to existing com-
panies since for governments it was more important to save or better support
what needed assistance than maintaining an open minded and attention to-
wards the future [48]. Despite that, many crowdfunding platforms have seen
the potential of new start-ups (mainly related to COVID-19) thus, they pro-
moted them despite it all (e.g. CrowdFundMe).

Social entrepreneurship needs to be considered as well. It differs from
other forms of entrepreneurship for two leading reasons: the main goal is
to raise awareness on social causes and the profit is not necessarily pursued
[72]. In order to mitigate the negative effects due to the pandemic, social
enterprises can assume a pivotal role if they are able to attract funds [36].
This unprecedented situation has made it harder for this type of companies
to collect funding, first of all due to the high level of competition among
them, which increased following the current crisis, second of all because of
the absence of campaign support [59]. Some strategies to overcome the crisis
have been suggested (see figure 3.3) [36]. SE10 must be prepared to build re-
silience through strategies such as breaking-through and reaching-out, hence
the aim is shaping a strong ability in bouncing back and forward within the
first waves of the pandemic. The former means immediately identifying the
business needs, the latter refers to the ability of individuating new opportu-
nities. Moreover some [37] suggest the importance of constructing collective

9[61]
10Social Enterprises
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Figure 3.3: Strategies to incentive funding in SE campaigns [36]

hope and creating empathy and solidarity in order to build a supporting and
emotional atmosphere, which would eventually stimulate people to invest and
donate. In order to boost campaign success rates, they are much appreciated
by the crowd concreteness, preciseness and interactivity. Furthermore, it has
been noticed [54] that by focusing on describing solely the economic or the
social benefits, donors are more willing to fund and more attracted by the
campaign. Finally, crowdfunding platforms need to support those ventures
who might be competent at filling the void determined by the crisis.

In conclusion, we present some percentages related to campaign types
promoted during the pandemic. 34% of the campaigns promoted were re-
lated to family and friends support. Despite some global charity projects
(figure 3.4) were launched they were not successful in Italy, in fact as we said
before the “local trend”, which suggests a growing interest towards the local
community, has been accelerating [35].
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Figure 3.4: Types of campaign promoted the most in Italy [35]

3.3 The platform

In general, the platforms have seen a rise in the number of frauds during
the pandemic, one of the reasons might be due to the exploitation of the
situation generated by COVID-19, hence taking advantage of people generos-
ity. The literature has identified two solutions to this problem: Maximum-
Aftermarket (MA) and Platform Escrow with Post-campaign mandatory ver-
ification (PE-V) [55]. The first consists in stopping the campaign once the
established threshold is reached where any unmet demands are served in the
aftermarket [10]. The second aims to use the exceed funds as insurance for
backers in case there are any issues with the campaign later on [55]. More-
over, considering the situation, some platforms have decided to reduce or
completely eliminating some commissions in order to stimulate the usage of
the platform e.g. Soisy [71].
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PARTICIPANT CONSEQUENCES OF
COVID-19

RESPONSES TO COVID-
19

The crowd New atypical motivations,
new priorities, new needs
and preferences, lack of
confidence, more uncer-
tainties

More projects related to
the pandemic were pre-
sented, diversify more the
portfolio [25].

Fundraisers The focus is on saving
existing companies rather
than promoting new start-
ups, change in the types of
campaigns promoted and
the type of investor, SE
have more difficulties in
collecting funding

More attention towards
the new needs and the
new priorities of the crowd,
focus on interesting star-
tups especially healthcare
campaigns and sustainable
projects, improving the
quality of campaigns pre-
sentations and increasing
the media presence

The platform More frauds, less money
and sometimes less incen-
tives to invest or donate

Check more thoroughly
the campaigns, reduce
commission fees to in-
centive investors (es.
Solily)

Table 3.1: Summary of the COVID-19 impact on CFPs. Based on [36] [7]
[10] [18] [35] [71] [55] [58] [62]

3.4 General responses to COVID-19

The table 3.1 summarizes the consequences generated by the pandemic and
the related responses/strategies adopted to overcome COVID-19.

3.5 Equity-based CFPs

In order to support the previous considerations, some data related to each
type of crowdfunding platform in Italy will be presented and discussed. First
of all, according to the annual report by Starteed, Italian equity platforms
collected € 122.468.132 and the total annual growth is equal to 95%. This
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has proven the stability and the strength of this tool which has registered an
exponential growth [52]. The real estate sector has allowed to collect a great
amount of money in short time [69]. Moreover, as we previously mentioned,
COVID-19 has brought up many social and health considerations for firms
investors relatively to the strategies and government agendas. Yet, some be-
lieve that the pandemic has brought changes not only related to the way of
life and thinking but also to the financial behavior of individuals [52]. Thus,
at the moment the most successful campaigns were e.g. Posh Wash which
has recently collected € 580.000 from 79 investors for hi-tech and ecological
laundry machine, they are also launching a sanitizing machine which aim is to
reduce the purchase of face masks, and the environmental impact [25]. This
type of campaigns suggests the growing interest in sustainable projects and
in the well-being at a local level hence, the desire of fighting the pandemic
or better investing in start-ups and projects related to this critical situation.
Further, this inclination towards this type of investments seems to be driven
by both the financial return and other social motivations such as the envi-
ronmental performances and the well-being of society [52]. According to the
CEO of Walliance, which is one of the most successful equity crowdfunding
platforms in Italy, this instrument is easier to understand than many other
financial tools and since the European Union intends to pass a new law to
expand overseas, the 2021 will be focused on platforms internationalization11

[69]. In conclusion, in figure 3.5 the 5 most successful equity-based Italian
platforms are presented. It is evident that the amount collected solely in 2020
is almost half of the total raised in the previous 5 years. This strengthens
what we stated above.

3.6 Lending-based CFPs

Lending-based CFPs in Italy have registered a growth of 75% from 2019, the
previous year was 49%. Therefore, it seems that this type of crowdfunding
has not suffered the consequences of the pandemic. Thereupon, it contin-

11Italians platforms will be able to compete with multinational portals [3]
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Figure 3.5: The 5 best performing equity-based CFPs in Italy

ues to grow and financially support SMEs and individuals despite the crisis
generated by COVID-19. In 2020, Italian lending-based platforms have col-
lected a total of € 185.553.216 [69]. The best performing Italian platform is
Borsa del Credito (figure 3.6), the Chief Operating Officer Antonio Lafiosca
believes that COVID-19 is damaging SMEs to the point where a social emer-
gency is upon us. However, he also thinks that the government interventions
and the European help will eventually be crucial. In the mean time, digital
lending can play an important role in providing emergency funding to help
businesses in need covering their lack of liquidity. Nevertheless, the impor-
tance of this actions is redirecting private savings towards the real economy
in order to create a chain reaction. Another interesting Italian platform is
October, the CEO Sergio Zocchi supports the importance of diversifying the
approaches of accessing resources. Finally, we mention Soisy which allows
e-commerce and other companies to collect payments immediately, while al-
lowing customers to pay in installments after the purchase. Private investors
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Figure 3.6: The 5 best performing lending-based CFPs in Italy

are the one financing this process in a marketplace P2P12. Its CEO, Pietro
Cesati, has noticed an increment in this type of purchase, despite the ups
and downs of the first months of the pandemic. People are reorganizing their
lives and they are prioritizing e-commerce even more due to the isolation and
the lockdown. This process helps preserving cash by delaying the payments,
which it is something very much needed considering the situation. Finally,
this platform has temporarily decided to abolish commissions [71].

3.7 Donation and Reward-based CFPs

According to Starteed, the growth in 2020 was 38% which was bigger than the
growth in 2019 (28%). Moreover, the total amount collected is € 31.062.089.
The pandemic led to a large rise in the number of charitable campaigns [36].
In particular, during this unprecedented time, hundreds of campaigns to fight
the pandemic have been promoted, for instance, the most successful were:

12Peer-to-peer lending consists in lending money to individuals or businesses through
online services which match the lender with the borrower [76]
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Figure 3.7: The 5 best performing donation and reward-based CFPs in Italy

San Raffaele Hospital campaign to build an intensive care area which has
collected € 4.493.000 (by Chiara Ferragni and Fedez) and Cesvi.org which
has launched a project to gather capital for Cotugno Hospital and has re-
ceived a total of € 934.000, just to name a few [16]. Therefore, COVID-19
has surely flipped the attention towards the healthcare system however, this
has not prevented other types of project from reaching compelling outcomes
[69]. In conclusion, in figure 3.7 are listed the 5 best performing donation
and reward CFPs. For instance, Rete del Dono has gathered almost 4,3 mil-
lions of euros, in which 2,2 millions were connected to the pandemic. The
average level of donation has gone from € 66 to € 72. This data suggests
an increase in solidarity among people. Furthermore, It has been noticed
how this unprecedented time has shifted the attention and the interest of the
population towards the local community [16].
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3.8 Final considerations

In conclusion, despite some negative consequences such as the increase of
frauds caused by the crisis, crowdfunding platforms were able to overcome
the critical situation. In fact, by looking at the implemented strategies and
the data it becomes clear the strength and power of this tool. Moreover, in
the future we expect a growth of over 16% in the usage of this digital instru-
ment in all sectors in the period between 2021 and 2026. In particular, some
sectors are witnessing a bigger success, and we do not expect otherwise in the
near future. These sectors are the technology field, the gaming industry and
the health care system [77]. The type of CFPs which has recorded a stronger
growth in Italy is equity-based crowdfunding with 95% compared to 2019.
However, successful outcomes have been achieved by all types of platforms
[69]. This tool is in fact becoming more popular as the time passes, following
the pandemic it has been especially used to subsidize medical treatment, to
deal with financial adversities and natural disasters, and to bear the costs
of the economic impact on personal healthcare. Moreover, the broad range
of categories for COVID-19-related campaigns suggests the damaging effects
that the pandemic is having on society. Beyond that, the devastating con-
sequences on small businesses need to be highlighted. Not to mention the
increase in unemployment, and in insecurities among the population [64]. In
conclusion, many questions remain yet unanswered, moreover there are still
many factors we ought to analyse and several correlations to be proved.



Chapter 4

Case study: CrowdFundMe

We now present a case study about CrowdFundMe, an equity-based CFP,
which was recently listed on the stock market. Its purpose is supporting
with a concrete example what we have discussed in chapter 3. Hence, the
discussion will address three questions: first of all, what are the consequences
on this platform due to the pandemic? Secondly, what strategies has the
platform implemented in attempting to overcome the crisis? And finally,
what were the results?

CFM1 is one of the five best performing equity-based crowdfunding plat-
form in Italy which aims to protect the interests of both parties involved in
the process: investors and entrepreneurs (figure 3.5). Through this platform
companies can promote their campaigns and seek financial support [28]. In
Italy, this type of tool is regulated by the Consob law number 18592/2013
(TUF2) which defines it an alternative financial instrument available for in-
novative and riskier start-ups and SMEs. For those companies, it is harder to
access to traditional credit institutions. Moreover, for a number of reasons it
is considered a more efficient instrument, for instance there are several ben-
efits related to taxation and less standards compared to the Stock Market.
Recently, it has been introduced a modification; These platforms are now
allowed to issue mini-bonds and other financial instruments [56].

1CrowdFundMe
2Testo Unico della Finanza
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4.1 The pandemic

We start by making a comparison between 2019, 2020 and 2021 data re-
lated to the amount of funding collected (figure 4.1). First of all, during the
first semester of 2019 people invested in this platform a total of 3,74 mln
[43], however in the same period of 2020 the amount collected was 6,26 mln
(+69%) [33], finally throughout the first trimester of 2021 the growth com-
pared to 2020 is +126%, thus the total raised is equal to 8,55 mln. Second
of all, as for the second semester CFM have seen even a bigger difference.
Therefore, the total raised in 2019 was 10 mln while in 2020 rose to 17,4 mln,
hence the total growth is equal to +74% [31]. It is worth mentioning that
2019 signed a turning point for the platform since during the first trimester
it went public thus, it was listed on the Stock exchange. This determined
a period of ramp-up for the platform. Moreover, the platform president,
Tommaso Baldissera, believes that by going public CFM has become the
link between fintech and traditional finance [20]. We identify one more im-
portant event which took place between 2019 and 2020: the transformation
from equity-based crowdfunding to crowdinvesting platform which consisted
in the opportunity for backers to diversify their portfolio by investing also in
real estate and mini-bonds. This is a crucial change considering the difficult
situation caused by COVID-19. In fact, the platform has been promoting
diversification ever since, also as a solution to face the negative consequences
of the pandemic [22]. Overall, CFM has been experiencing a constant growth
despite the crisis [68].

The focus will now shift to the type of projects promoted and the most
successful ones. As we have mentioned in chapter 3, the most successful
campaigns were those related to the healthcare system, sustainable projects,
not to mention a growing interest towards the local community. Moreover,
despite the bigger attention on existing companies and less on new start-ups,
CFM was able to focus on both. In fact, from table 4.1 it is evident the
propensity to invest in the hi-tech sector, in ecological projects, in innovat-
ing and promising start-ups (e.g. Startup Wise Guys, I-RFK) and finally
COVID-19 related campaign such as Posh Wash. One other interesting com-
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Figure 4.1: Comparison between the amount collected in 2019, 2020 and
2021. Based on [32][31][33].



40 CHAPTER 4. CASE STUDY: CROWDFUNDME

pany which have experienced a growth throughout the crisis is Biofarm. It
is a digital farm with the purpose of connecting local producers with final
consumers. CFM is promoting campaigns related to this company because
it understands the value and the growth potential that the business have
considering the current standstill [23].

There is also one other interesting parameter to discuss: the Equity
Crowdfunding Index. The latter was established by Politecnico di Milano
and it computes the Net Asset Value of companies which have achieved suc-
cessful crowdfunding campaigns [27]. According to the latest data (January
2021), this value for CFM is 39% above the national average. This suggests
the meticulous selection performed by CFM when picking the companies
more suitable to reach favourable outcomes. This platform has a medium-
long term perspective when selecting the start-ups and SMEs, hence the aim
is to individuate those businesses with potential growth and the ability to
generate a return for investors in the long run. CFM was able throughout the
years to construct a network of international and well-known partners with
a respectable reputation [44]. These results are compelling premises in order
to face future crisis. In 2021 the platform is expecting to promote smaller
projects, which are related to start-ups that have not yet hit the market, in
addition to bigger campaigns for SMEs with the desire of expanding. CFM
will also focus on supporting diversification through mini-bonds and real es-
tate. Finally, the selection carried out by the platform will remain strict
in order to minimise frauds and to identify the most promising campaigns
[34][24].
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CAMPAIGN
NAME

TYPE DESCRIPTION AMOUNT
COLLECTED

DeepSpeed 2 Equity Electric hydrojet engine for
boats (more ecological solu-
tion)

€ 2.912.496

I-RFK Mini-Bond Holding which aim to find in-
vestments for start-ups and
SMEs

€ 1.290.000

Startup Wise Guys Equity the purpose is accelerating the
collection of funding during
the early-stage of start-ups

€ 1.200.000

Radicalbit Equity Application of artificial intel-
ligence in the analysis of big
data

€ 1.106.500

Arco FC Equity Innovation in the electric cars
sector

€ 1.000.000

Hal Service Mini-Bond IT and telecommunication
company

€ 1.000.000

Mixcycling Equity Innovative start-up which pur-
pose is recycling (from packag-
ing to automotive)

€ 748.317

Mazzanti Automo-
bili

Equity Innovative SME specialised in
hyper cars

€ 611.683

PoshWash Equity Ecological washing machine to
reduce the environmental im-
pact and anti-covid machine
[21]

€ 579.876

Fresco Frigo Equity Smart Refrigerator € 500.000

Table 4.1: 10 best performing campaigns on CFM. Based on [26]
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