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Abstract. The article in hand presents the authors’ position regarding the current state and
prospects for development of crowdfunding and modern financial technology (FinTech) in the
US and European practices, as well as in those of the Russian Federation at the end of the
2021 financial year. The authors study the basics of crowdfunding as financial innovations
in lending and investment and distinguished seven basic types of crowdfunding. They also
present the results of the complex analysis of the FinTech function mechanisms in the sphere
under consideration. The article contains the performance results of five largest American
crowdfunding web-sites (AngelList, Kickstarter, Fundable, EquityNet u WeFunder) and the most
successful European investment platforms (Ulule, Startnext u CrowdFunder). The authors
examine specific features of applying FinTech in lending and investment of the Russian
Federation. The carry out the historical and territorial analysis using the registration data
of all investment platforms in the official “Register of investment platform operators of the
Central Bank of the Russian Federation”. Using the analysis of factual financial data at the
end of 2021 from 59 companies registered as investment platforms in the above mentioned
register the authors conducted financial analysis of their performance. They found out that
only 50% of the companies under study were able to attract investment for financing at least
one investment project. It has been stated that only 16 companies in the Russian Federation
can be more attractive for private investors compared to other crowdfunding platforms, as at
the end of 2021 they did not have any unfulfilled investment obligations. The article shows that
development of the Russian crowdfunding law is going on systematically, because the ideas of
collective financing of different small and medium business projects are actively supported at
the government level.
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AnHoTauus. B 1aHHOI cTaTbe mpefcTaBieHa aBTOPCKas MO3ULMS B OTHOLIEHUM TEKYILero
cocrostHus (o uroram 2021 GpuHAHCOBOrO rona) U MepCrekTUB pas3sBUTUS KpayadaHanH-
ra  COBpeMeHHbIX (MHAHCOBBIX TexHooruii (FinTech) B mpakTtuke CIIIA u EBporIibl, a TakKe
B Poccuiickoii ®epepanyy. ABTOpaMy pPacCMOTPEeHBI OCHOBBI KpayadaHaMHra Kak GuHaHCO-
BbIX MHHOBAIMIi B chepe KpenUTOBAHUSI ¥ MHBECTUPOBAHMS C BblJeleHeM CeMy OCHOBHBIX
BUAOB KpayndaHAMHTa, a TaKKe U3JI0KEeHbI Pe3y/lbTaThbl TPOBEIEHHOTO KOMIIJIEKCHOTO aHa-
u3a MexaHu3moB GyHKuyonuposaHus FinTech B ykazanHoit cdepe. [TpecTaBieHbl pe3yiib-
TaThl PAabOTHI MSITU KPYIMHENIINX aMepPUKAHCKMUX KpayadaHaMHTOBbIX TUIOMAnoK (AngelList,
Kickstarter, Fundable, EquityNet u WeFunder), a Takxke HauboJiee YCIEIIHbIX €BPOIECKUX
MHBeCcTUIMOHHBIX TaTdopm (Ulule, Startnext u CrowdFunder). ABTopamMu pacCMOTPEHBI 0CO-
6enHocty npumeHenus FinTech B mpakTuke KpeaUTOBaHMS ¥ MHBECTUPOBAaHMS B Poccuiickoii
®enepauyin. Bbul BbITIOIHEH UCTOPUYECKIUIA U TEPPUTOPUATbHBIN aHa/IM3 HA OCHOBAHUM TaH-
HBIX O PETUCTPALY BCEX MHBECTULIMOHHBIX IIaTGHOPM B obuiManibHOM «PeecTpe orepaTopos
MHBECTUIIMOHHBIX Tu1aTdopm LieHTpanbHoro 6anka PO». Ha ocHoBe dakTnueckux GUHAHCO-
BBIX JAHHBIX M0 UTOraM padboTsl 3a 2021 1. 59 KOMIMaHMi1, 3aPErMCTPUPOBAHHBIX B YKa3aHHOM
peecTpe B KayeCcTBe MHBECTUIMOHHBIX IaT(opM, aBTopaMy ObUT TTpoBeteH (hrHAHCOBBIN
aHa/IN3 UX JeITeIbHOCTH. YCTaHOBJIEHO, YTO TOIbKO ITOJIOBMHA MCCIeyeMbIX KOMITaHUI CMOT-
Jla TIPUBJIeUb MHBECTUIIVYM Ha (DMHAHCHMPOBaHME XOTs 6bI OMHOTO MHBECTUIIMOHHOTO MTPOEeKTa
¥ TOJIbKO 16 KoMmmaHwmii B Poccuiickoit @emepaliny OTHOCUTEIbHO APYTUX KpayadaHAMHTOBbIX
TJIONIAZI0K MOTYT ObITh B OOJIbINEl CTETIeHM TTPUBJIEKATETbHBIMU JIJIST UaCTHBIX NHBECTOPOB,
TTOCKOJBbKY Ha KoHer] 2021 I. He MMe HeUCITOTHEHHBIX MHBECTULIIOHHBIX 00s13aTenbCTB. [10-
Ka3aHo, YTO Pa3BUTHE POCCUIICKOTO 3aKOHOAATENBCTBA O KpayadbaHIMHTe TPONCXOOAUT TIjIa-
HOMEpPHO, TIOCKOJIbKY MJieM KOJUIEKTMBHOTO (DMHAHCHMPOBAHMUS PA3IMIHBIX ITPOEKTOB Majoro
U cpemHero 6M3Heca JOCTaTOYHO aKTUBHO MOAJEPKMBAIOTCS Ha TOCYJapCTBEHHOM YPOBHe.

KimoueBbie cioBa: KpaynbaHAMHT, COBpeMeHHble (MHAHCOBbIE TEXHOJIOTUM, PasIUUHbIE
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Introduction

In the modern economy, innovative financial
technologies (FinTech) and services are being ac-
tively used, making it possible to change the tra-
ditional public relations in business and transform
it into a “common consumer economy”, which
assumes the collective use of various goods, pro-
ducts, works or services to comprehensively satisfy
the needs of all customers [1, p. 10].

It should be noted that the “Sharing Economy”
as a new economic concept was first presented in
the book “What’s Mine Is Yours: The Rise of Col-
laborative Consumption” by Rachel Botsman and
Roo Rogers (2010). The main idea of this theory
consists in that the consumer has a greater bene-
fit under the condition of temporary access to the
product than under the condition of full ownership
of it [1, p. 15].

One of the most promising areas of the col-
laborative consumption economy is crowdfunding!
[2, p. 147, 232], which is “the collective cooperation
of people (donors) who voluntarily pool their mon-
ey or other resources together, usually through the
Internet, to support the efforts of other people or
organizations (recipients)” [3].

Crowdfunding fundamentals as a financial innovation
in lending and investing

The crowdfunding financing mechanism ex-
cludes the involvement of intermediaries (ex-
changes, funds or banks), making lending and in-
vestment procedures more democratic. The most
important prerequisite for its implementation is
the personal interest of the financier (creditor or
investor) to invest his own funds in an invest-
ment project.

! Crowdfunding is a new word formed by adding the
English words bases “crowding” - private investment and
“funding” - allocation of funds [2, p. 147, 232].

A crowdfunding investment platform has
three participants: 1) architect of a project for
which certain financial resources need to be
raised; 2) maintainer of the platform (provides
technical means and space and sponsors an adver-
tising campaign) and 3) sponsors who are willing
to finance the project that interested them.

As a rule, the maintainer of the platform of-
fers various payment systems with the permission
to access them, including through social networks,
which increases the awareness of potential inves-
tors. For each project, information shall be pub-
lished on the amount to be raised, the timetable for
implementation and a description of the objectives
of the investment, including the specifics of the
remuneration or lack thereof. The presentation of
the project for which funds must be raised (usually
in video format), information about the architect
and linking to a specific bank account, as well as
the possibility of accessing social networks are
mandatory.

The crowdfunding platform thus allows the
investor to communicate with the architect of the
project they like, to receive notifications about oth-
er projects and to find out about the investment ac-
tivity of all participants.

In world practice, crowdfunding with the use
of FinTech technology has been actively develop-
ing for several decades. Currently, the European
Commission distinguishes seven types of crowd-
funding (Table 1).

FinTech applications in credit and investment practice
in the United States and Europe

It should be noted that in the traditional ban-

king system there is constant fierce competition,

which leads credit institutions not only to aggres-

sive marketing campaigns and the mass opening

of branches, but also to the introduction of inno-
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vations (credit cards, ATMs, “electronic cash bo-
xes”) that radically change the process of handling
money. However, the most important innovators in
the financial sector are FinTech start-ups, often led
by former heads of traditional banks who are well
aware of the shortcomings of the service system in
traditional credit institutions.

It is FinTech startups that develop mobile
applications that allow to switch to application
programming interface (API)? on the basis of
separate blocks that can be installed in various
sequence [5]. With the constructor offered by
FinTech, the IT manager of any company, includ-
ing a traditional bank, can create new financial
solutions within the company or use a standard
set of mobile applications. API capabilities allow
banks to expand their service offerings inter-
nationally, reduce the cost of developing an in-
novative system and make a net profit without
making huge investments in building a modern
financial sector both in a single country and in
the world at large [6, p. 35].

Crowdfunding in various functioning modules
and platforms scale activities has become wide-

2 API or Application Programming Interface is a set
of tools and functions in the form of an interface for
creating new applications, through which one program
will interact with another [5].

spread all over the world. The largest number of
crowdfunding platforms functions in the USA. The
five major and oldest ones in the U.S. for their life-
time have raised about $18.2 billion in the aggre-
gate (Table 2).

The EquityNet crowdfunding platform (ac-
cording to the site information update for the
February 23, 2022) provides up-to-date crowd-
funding market research statistics that use Equi-
tyNet’s unique interactive charts.

Visitors to the site can view dozens of busi-
ness attribute charts that are segmented by in-
dustry sector, geography and 15-year trends
(2007 through 2022 inclusive). They provide de-
tailed information on the various financing pur-
poses of the projects, the amounts of financing
raised, the economic valuations of the individual
investment projects, the company’s equity, the
company’s revenues in the previous and current
year, the growth rates of revenues, the market size
and growth rates, as well as the age of the compa-
ny and the number of employees [12, p. 1].

The first European crowdfunding platform Ul-
ule was created in France (headquarters in Paris, of-
fices in Germany and Spain) in 2010. In the 12 years
of its existence, more than 4.6 million contributions
totalling 239 million euros have been made in 16 dif-
ferent project areas [13, p. 1] (Table 3 and Table 4).

Tablel

Seven types of crowdfunding identified by the European Commission

Russian and English term

Meaning explanation

1. Peer-to-peer Lending

Individuals lend money to a company expecting the money to be re-
turned with interest. This is very similar to conventional borrowing
from a bank, except that financial resources are borrowed from multi-
ple investors

2. Equity Crowdfunding

Selling a stake in a business to a number of investors in exchange for
investment. The idea is similar to how ordinary stocks are bought or
sold on the stock exchange or in venture capital

3. Rewards-based Crowdfunding

Individuals donate to a project or business expecting to receive a
non-financial reward, such as goods or services, in return at a later
date in exchange for their contribution

4. Donation-based Crowdfunding

Individuals donate small amounts of money to achieve the larger goal
of funding a specific charitable project without receiving a financial or
material return

5. Profit-sharing / Revenue-sharing

Businesses may share future profits or revenues with individuals (many
investors) in exchange for funding now

6. Debt-securities Crowdfunding

Individuals invest in debt securities issued by a company, such as bonds

7. Hybrid Models

Chance to combine elements of more than one type of crowdfunding

Source: compiled by the authors on the basis of translated data from the European Commission official website [4, p. 1].
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Table 2
Five largest American crowdfunding platforms
Platform name Fundraising
(city, state, year Operational features of the crowdfunding platform amount,
of foundation) $ billions
AngelList (San Francisco, |The platform unites more than 15,000 foundations and syndicates. More >10
California, 2010) [7, p. 1] |than 12,000 startups have been financed during the work period. The total
volume of financing comprises 57 % of all large venture capital deals in
the USA
Kickstarter (Brooklyn, The platform is focused on creative projects support. During the work > 6.6

New York, 2009) [8, p. 1] |period about 220,000 projects were financed, including films, music, stage
shows, comics, video games, et al.

Fundable (Powell, Ohio, |Originally, it was created as a reward-based platform. Since August 2012 the >0.57
2012) [9, p. 1] equity-based platform was launched.

At present, accredited investors (with equity capital of at least $1 million)
can invest in startups through equity participation in the platform. Fund-
able charges applicants an upfront monthly fee starting at $179, regardless
the application decision out

EquityNet (Salt Lake City, |The platform is a “crowdfunding pioneer”, owning five patents for creating >0.5
Utah, 2005) [10, p. 1] crowdfunding platforms and analytics. Advises on business planning,
financing strategies, marketing, etc. Since its inception, more than 10,000
U.S. companies have been funded. The platform has published unique
crowdfunding statistics for over 15 years

WeFunder (San Francisco, |The platform is focused on technological startups. Only corporations >0.49
California, 2011) [11, p. 1] |registered in the USA and limited liability companies can place projects
on WeFunder.

The cost of the platforms services is $195. If the fundraising campaign is
successful, WeFunder charges 7 % of the amount raised

Note. The list of crowdfunding platforms is given in descending order of fundraising for the crowdfunding platform entire
work period.

Source: compiled by the authors based on data from the researched crowdfunding platforms official websites [7, p. 1;
8,p.1;9,p.1;10,p. 1; 11, p. 1].

Table 3

Information on the Ulule crowdfunding platform activity results
for the entire work period and the last 5 years

Including for the year

Indicator Overall 2022
2018 | 2019 | 2020 | 2021 (4 months)
Total amount of funds collected, € million. 238.99 30.81 | 28.86 | 35.69 | 36.43 10.84

Percentage share of co-financing of various projects 94.73 94.00 | 96.05 | 97.14 | 96.68 90.13
in the total amount of money raised, %*

Total amount of finances allocated to various 226.39 28.96 | 27.72 | 34.67 | 35.22 9.77
projects, € million

Number of launched projects, thous. 58.41 7.99 5.98 5.43 5.78 1.58
Successful projects number, thous. 40.08 5.13 4.37 4.16 4.59 1.23
Success rate, %™ 68.62 64.21 | 73.08 | 76.61 | 79.41 77.85
Average contribution, € 51.62 54.01 | 49.80 | 51.79 | 53.66 53.44
Contribution number, thous. 4,630.19 | 570.45 | 579.42 | 689.12 | 678.86 202.89

* The hundredths were specified by the authors on the basis of calculations from the original data of the Ulule
crowdfunding platform official website [13].

Source: compiled by the authors on the basis of statistical data presented on the Ulule crowdfunding platform official
website [13] (as of 07 May 2022).
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The annual fundraising trend over the past
three years is positive, ranging from €28.86 million
in 2019 to €36.43 million in 2021.

The total number of projects launched on
the Ulule crowdfunding platform for fundraising
throughout its operation is more than 58.4 thou-
sand, of which more than 40 thousand were suc-
cessfully implemented; the average success rate
was 68.62 %. The average contribution — €51.62
(see Table 3).

The analysis of the funding structure of all pro-
jects presented on the Ulule website made it possi-
ble to identify the areas that are most successfully
funded (see Table 4). These are primarily projects
in publishing and journalism (€29.74 million to
fund 3,530 projects), charity and private citizens’
projects (€26.25 million to fund 5,770 projects) and
music (€23.44 million to fund 5,960 projects).

The crowdfunding platform Ulule most success-
ful fundraisers are comic book publishing and music

Table 4
The project financing structure through Ulule crowdfunding platform in 16 areas for 2010-2022
Share of Number, thous.
funds, Total
Total directed amount
L RO L amount t:f Izllllfé;::éﬁtg d?lfefclilelgst’o Success Iz‘cﬁfgf %(l):tllt;:l_
of funded projects | of funds . . Success- o .
. . projects from | financing | Setup rate, % | bution, | number,
in English collected, : . ful
€ million the total | of different  projects projects € thous.
amount projects,
of collected | € million
funds, %*
Publishing & Journalism 30.84 96.43 29.74 4.86 3.53 72.63 | 42.03 | 733.69
Charities & Citizen 27.90 94.09 26.25 8.65 5.77 66.71 53.83 | 518.37
Music 24.38 96.14 23.44 7.65 5.96 77.91 44.14 | 552.30
Film and Video 23.65 94.42 22.33 7.88 5.76 73.10 | 49.58 | 477.04
Fashion & Design 22.29 95.29 21.24 3.44 2.21 64.24 | 76.20 | 292.63
Comics 21.55 97.40 20.99 2.39 1.97 82.43 | 42.23 | 510.32
Games 15.72 95.36 14.99 1.71 1.09 63.74 | 58.68 | 267.86
Crafts & Food 15.57 93.26 14.52 3.93 2.52 64.12 58.35 | 266.92
Art & Photo 9.91 92.43 9.16 3.48 2.34 67.24 | 51.42 | 192.68
Childhood & Education 8.79 93.97 8.26 2.96 2.03 68.58 | 46.54 | 188.93
Health & Wellness 8.72 96.90 8.45 1.13 0.85 75.22 | 49.62 | 175.79
Stage 7.85 93.89 7.37 3.19 2.28 71.47 | 51.78 | 151.66
Sports 7.36 91.98 6.77 2.94 1.68 57.14 | 68.34 | 107.65
Other projects 5.56 89.03 4.95 2.37 1.15 48.52 57.14 97.22
Technology 4.99 89.98 4.49 1.11 0.52 46.85 77.27 64.58
Heritage 3.54 91.81 3.25 0.64 0.38 59.38 | 85.56 41.40
Total 238.99 94.73 226.39 58.41 40.08 | 68.62 | 51.62 4,630.19

* Hundredths are specified by the authors on the basis of calculations of the original data on the crowdfunding platform

official website.

Note. Funded projects directions are presented in the order corresponding to the maximum amount of funds raised: from

the largest to the smallest.

Source: compiled by the authors on the basis of statistical data presented on the Ulule crowdfunding platform official

website [13] (as of 07 May 2022).

158



Russian Journal of Industrial Economics. 2022;15(2):153-166

Kharitonova N.A. et al. Crowdfunding and modern financial technology in the western and domestic practices...

projects (82.43 % and 77.91 % success rate of pro-
jects in these areas, respectively).

Since the launch of the Ulule crowdfun-
ding platform, approximately €5 million has been
raised to fund approximately 520 manufactu-
ring (technology) projects. The success rate of
these fundraising projects is relatively low — only
46.85 %. This means that private investors are
willing to support no more than half of the tech-
nological projects announced on the crowdfun-
ding platform with their financial contribution
(see Table 4).

Overall, several dozen crowdfunding plat-
forms are active in France and other European
countries. Some of the existing platforms are the-
matic, for example, supporting only projects re-
lated to music, or only paying for university edu-
cation for young people.

For example, in Germany there is a Startnext
crowdfunding platform, which operates on a vol-
untary commission, i.e. the users of this platform
decide by themselves what percentage of the col-
lected funds to pay to the platform as an inter-
mediary for the financial resources collection. So,
during its work period Startnext platform received
more than 1.9 million contributions for the to-
tal of €132.40 million for financing more than
13.38 thousand different projects [14, p. 1].

One of the oldest and successfully opera-
ting UK crowdfunding platforms is CrowdFunder,
founded in 2011. Since its inception more than
£250 million have been raised to finance more than
300 thousand different projects [15, p. 1].

Currently, the CrowdFunder platform offers
three crowdfunding options [15, p. 1]:

1) donations — “ask your supporters to donate
money to a cause you care about”;

2) rewards — “offer your supporters a reward in
exchange for their contributions”;

3) community shares — “work with your sup-
porters to obtain something in your community”.

When funding various business projects,
CrowdFunder receives its commission of 5 % (plus
value-added tax) on the amount of funds raised,
as well as a transaction fee. CrowdFunder does
not charge any fees when funding any non-prof-
it project through the crowdfunding platform,
i.e. it operates on a charitable basis. At the same
time, all projects are offered access to free train-
ing and support on how to present and promote
their project and raise funds for its implementa-
tion [16, p. 1].

FinTech application features
in the lending and investment practice
in the Russian Federation

The state of the crowdfunding market in Rus-
sia is certainly inferior to the global level. Recently,
however, it has been actively developing, as many
investors are closely following the development
of the global economy and are interested in inno-
vative ways to invest their money with maximum
efficiency.

The very first Internet platform in Russia, as
well as a social network similar to a crowdfun-
ding platform was kroogi.com (“Circles”), created
in 2007. Within this community, any digital con-
tent could be exchanged. All the site registered
users could download a musical or artistic work
they liked for free, or pay as much as they wan-
ted [17, p. 1]. At the same time “Circles” sets its
commission of 15 % of the money received. As
of April 2022, the website kroogi.com no longer
works in Russia.

According to the current legislation of the
Russian Federation® [18, p. 19], all crowdfund-
ing platforms must be included in the “Central
Bank of Russia Register of the investment plat-
forms operators” (hereinafter — the Central Bank
Register).

The Central Bank Register included:

- 42 investment platforms in the Central
Federal District, or 70 % of all companies regis-
tered in the Central Bank Register, 38 of which are
in Moscow* (or 63.33 % of the total number of in-
vestment platforms);

- 6 investment platforms (or 10 % of the to-
tal number) each in the Volga and Northwestern
Federal Districts (St. Petersburg);

- 3 investment platforms - in the Ural Federal
District (which is 5 % of the total number of invest-
ment platforms);

5 Federal Law No. 259-FZ, dated 2 Aug. 2019,
“On raising capital using investment platforms and
on introducing amendments to certain legislative acts
of the Russian Federation”. URL: https://base.garant.
ru/72362156/ (accessed: 01.06.2022).

4 However, on 27 December 2021, one of the
investment platforms registered in Moscow was excluded
from the Central Bank Register. As a result, only
59 investment platforms remained in the Central Bank
Register, notably 41 in the Central Federal District, 37 of
which were in Moscow [19, p. 1].
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The structure of registered investment platforms by federal districts and cities
of the Russian Federation by the dates of their registration
in the Central Bank Register

Table 5

Russian Regis- Total Structure, %
F'edgral* Lo a;},,d Federation |tration | Q1| Q2 | Q3 | Q4 | for SR
Districts towns regions ear ear all Cities Federal
&l b4 b4 Districts
2020 * 3 4 6 13
Moscow Moscow 2021 [ 10| 5 1 5 21 38 | 63.33
2022 4 - 4
CFD (42)*** 70.00
Vladimir Vladimir Oblast 2020 * - 1 - 1 1 1.67
Rostov-on-Don |Rostov Oblast 2020 * - 1 1 2 2 3.33
Saburovo village |Moscow Oblast 2022 1 - 1 1 1.67
NFD Saint Petersburg |Saint Petersburg 2021 4 1 1 - 6 6 |[10.00| 10.00
Krasnodar Krasnodar Krai 2022 1 - 1 1 1.66
SFD . 3.33
Simferopol gh.e Republicof | 55, o 1| er
rimea
2021 - - 1 - 1
Izhevsk E};efb(%irzlurt 2 3.33
p 2022 | - | 1 1
Perm Perm Krai 2021 - - - 1 1 1 1.66
VFD 10.00
Sterlitamak | Bashkortostan 555, || 1|1 | 167
Republic
Ulyanovsk Ulyanovsk Oblast | 2021 - - - 1 1 1 1.67
Cheboksary Chuvash Republic | 2022 1 - 1 1 1.67
Yekaterinburg 2021 1 - - - 1 1 1.67
Sverdlovsk Oblast
UFD Nizhny Tagil 2020 - - 1 1 1 1.66 5.00
Tyumen Tyumen Oblast 2020 * - - 1 1 1 1.67
SibFD Novokuznetsk  |Kemerovo Oblast 2020 - 1 - 1 1 1.67 1.67

* CFD - Central Federal District, NFD — Northwestern Federal District, SFD — Southern Federal District, VFD — Volga
Federal District, UFD - Ural Federal District, SibFD - Siberian Federal District.

** Cities and towns are presented in alphabetical order by federal district, except for Moscow.

Note. “Central Bank Register of the investment platforms operators” [19] in the 1st quarter of 2020; the sign

ey

means that there are no data for that period, as the Central Bank Register was created in the 2" quarter of 2020, and
there are no data for the 3 and 4" quarters of 2022 either. As of 06 May 2022, there were 60 investment platforms
registered in the above Central Bank Register; the number 42, sign “***” — means that there are 42 crowdfunding
platforms in the CFD.

Source: compiled by the authors based on the data of the “Central Bank of Russia Register of the investment platforms
operators” as of 06 May 2022 [19].
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-2 and 1 investment platforms in the South-
ern and Siberian Federal Districts, respectively (ac-
counting for 3.33 % and 1.67 %, respectively, of the
total number of investment platforms).

As of 06 May 2022, no investment platforms
were registered in the North Caucasian and Far
Eastern Federal Districts.

The authors analyzed the activities of all com-
panies registered in the Central Bank’s register as
investment platforms on the basis of actual data
presented on their official websites, including pub-
lic financial statements for the last financial year,
as well as the “Annual Reports of the Investment
Platform Operator on the Results of the Invest-
ment Attraction Organization Activities” for 2021°
(hereinafter — “IIP Annual Reports™).

In general, it can be emphasized that only a
half of the companies, registered in the Central

5 According to the current Russian legislation, this
report must be made publicly available on the Internet on
the crowdfunding company official website [18, p. 15].

Bank Register in 2021 carried out more or less
successful financial and economic activity as an
investment platform operator, having organized
the financial resources attraction at least for one
investment project.

In particular, 4 companies specified in the
Central Bank Register®, are in fact only registrars
of shareholders’ registers and did not carry out
crowdfunding activities in 2021. No IIP annual
reports for 2021 are available for the 12 compa-
nies that started as investment platforms at the
end of 2021 or 2022. Thirteen companies suffered
significant unfunded losses from their activities
in 2021 or cannot be considered effective crowd-
funding platforms.

¢ Independent Registry Company R.O.S.T. JSC (AO)
URL: www.rrost.ru; Reestr JSC (AO) URL: https:/www.
aoreestr.ru; Noviy registrator JSC (AO) URL: www.newreg.
ru; DRAGA (Gas industry shareholders registrar ) JSC (AO)
URL: www.draga.ru

16

14 A

12 4

Crowdfunding platforms number

Q2 03 04 01
2020 2020 2020 2021

Bl Moscow B CFD (except Moscow)
BN UFD

SFD VED

02 03 04 01 02

2021 2021 2021 2022 2022

I NFD (Saint Petersburg)
Il SibFD

Fig. 1. Dynamics of registration of companies as “investment platforms” in the Russian Federation
for the period from Q2 2020 to Q2 2022, according to data from the Register of the Central Bank
as of 05 June 2022
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In the Russian Federation, it is thus possi-
ble to analyze the results of only 30 investment
platforms that were active in 2021 and attracted
a total of P9.93 billion in private investments.
However, at the same time, 14 companies have
unfulfilled (past-due) obligations on the part of
those attracting investments at the end of the fi-
nancial year (Fig. 2).

It should be emphasized that currently only
16 companies in the Russian Federation are
more attractive to retail investors in terms of
minimizing their financial risks compared to
other crowdfunding platforms (Table 6).

On the whole, 16 relatively reliable crowd-
funding companies in Russia attracted about
P2 billion of investments from 854 investors for
1,037 different projects in 2021. At the same time,
the average amount of investment per investor
was about P2.36 million, although at half of the
investment sites it significantly exceeded the

Total investment amount

specified amount (for example, for VIB Registrar
JSC (AO) it was P29.12 million).

Thus, the experience of Russian crowdfund-
ing significantly differs from the European model
in terms of investment parameters. Thus, the av-
erage contribution on the European platform Uli-
le ranged from €42 to €85, which, given the ruble
to euro exchange rate of P717 was from P3,000 to
P6,000. And the average contribution per investor
on Russian platforms ranged from 60,000 ru-
bles (Penenza JSC (AO) to much more substantial
sums, reaching hundreds of thousands and even
tens of millions of rubles.

7 “Conventional exchange rate” (for example
calculations). The official Central Bank of Russia euro
exchange rate to the ruble on the following dates:

5 May 2022 — P72.7815 to €1;

6 May 2022 - P70.0662 to €1;

7 May 2022 — P71.0963 to €1;

8 May 2022 - P71.0963 to €1;

more than P1.28 billion

from P640 million to P1.28 billion

from P320 million to P640 million

from P160 million to P320 million

from P80 million to P160 million

from P40 million to P80 million

from P20 million to P40 million

from P10 million to P20 million

from P5 million to P10 million

less than P5 million

T T T T
2 3 4 5 6
Companies number

I do not have unfulfilled investment obligations

I have unfulfilled investment obligations

Fig. 2. Structure of crowdfunding companies in the Russian Federation depending
on the volume of raised investments in 2021

Source: compiled by the authors based on analytical procedures based on the results of the analysis of activities
30 crowdfunding sites in the Russian Federation in 2021
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Russian legislation
on crowdfunding development

The entry into legal force of the Federal Law
No0.259-FZ of 02 August 2019 “On attracting in-
vestments using investment platforms and on
amendments to certain legislative acts of the Rus-
sian Federation” from 01 January 2020 defined the
legal field for crowdfunding activities in Russia,
describing all requirements for the participants of
the investment platform, the order of interaction
of all persons carrying out their business opera-
tions through transactions through investment
platforms.

In the “Development strategy of small
and medium entrepreneurship in the Russian
Federation for the period until 2030” approved
by the Order of the Government of the Russian
Federation No0.1083-r from 02 June 2016
(as amended on 30 March 2018) [18, p. 17],
crowdfunding is considered as a promis-
ing source of financing of small and medium
entrepreneurship.

The expected reaction to the development of
national legislation was the appearance of publi-
cations on “the need for further scientific under-
standing and exploration of the legal categories
and relationships in crowdfunding” [20, c. 14].

The authors support the idea of the useful-
ness of objective economic calculations in the
context of evaluating the financial risks of po-
tential private investors involved in the crowd-
funding process, as well as evaluating the eco-
nomic efficiency of all lending and investment
processes using modern financial technologies,
for which it is necessary to develop appropriate
analytical tools.

Conclusion
Financial innovation in lending and invest-
ment is associated with the concept of “crowd-
funding” — a mechanism for raising funds (loans)
from numerous small investors for all kinds of

purposes, from supporting start-ups, developing
existing businesses, product implementation to
social and charitable events.

Globally, seven types of crowdfunding are ac-
tively used: from private donations to profit shar-
ing and debt securities.

The five largest U.S. crowdfunding platforms
have raised more than $18.2 billion in funding for
various projects, including technology startups,
since their inception.

It should be emphasized that current, ac-
cessible and transparent information on each
crowdfunding project, which is available on the
major foreign investment platforms sites (Ulule,
CrowdFunder, etc.), is also necessary for Russian
business.

Timely analyses of the crowdfunding market
will undoubtedly be useful for potential private
investors in the Russian Federation, because at
the end of 2021, the activity of many domestic
investment platforms was unprofitable or not ef-
fective enough due to unfulfilled financial obliga-
tions at the end of the financial year.

It should be emphasized that only 8 Russian
crowdfunding companies were able to attract
investments for more than P100 million in
2021. At that, the average amount of contri-
butions per investor ranged from P770,000 to
P29.12 million.

The crowdfunding market in Russia is thus at
a certain stage of development (due to the adop-
tion of an appropriate legal framework), but it dif-
fers fundamentally from the Western crowdfund-
ing market in terms of the size of an individual
investor’s contribution, transparency and finan-
cial reliability of investments.

In general, we can expect certain prospects
for the development of crowdfunding in the Rus-
sian Federation in the third decade of the 21t cen-
tury, as the ideas of collective financing of small
and medium-sized enterprises are quite actively
supported by the Russian government.
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