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This paper explores the impact of the COVID-19 pandemic on crowdfunding by analyzing a 2-year
sample of 7,024 rewards-based crowdfunding campaigns on the two major Russian platforms. The
study employs a digital methods approach to demand and supply and multiple regression analysis.
The findings show that COVID-19 and the associated lockdown had no immediate and straightfor-
ward effect on the crowdfunding sector, neither on backers nor on campaigns’ initiators. Thus, the
crowdfunding sector unlike some other investment classes remains resilient to the global pandemic.
Beyond that, empirical analysis revealed the undescribed phenomenon of sponsors’ readiness to fi-
nance projects being highly seasonal and depending on the month in which the project starts. The
nearer to year end, the more backers are willing to put into crowdfunding projects.
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Introduction

The global COVID-19 pandemic unexpect-
edly made obsolete or strongly hindered tradi-
tional means and ways of activities in almost
every sphere of life and called into existence
or made popular new forms and methods of
social and business interaction. The techno-
logical changes that could have otherwise taken
decades to occur in pre-COVID-19 times were
implemented within months and even weeks.

Crowdfunding, especially its financial re-
turns-oriented formats, was long hailed as a
precursor of disintermediation and a source of
increased returns for investors and diminished
interest payments and shorter time to money
for investees. Its alternative character helped
to attract investments in industries and enter-
prises which otherwise presented restricted ac-
cess to the traditional sources of financing. The
rise of the Internet has also served as a catalyst
for raising initial capital and operating funds
outside of the banking and government sec-
tors (Belleflamme et al., 2014). Crowdfunding
and especially its crowdlending format were
expected to disrupt incumbent players in bank-
ing and finance (World Economic Forum, 2015;
Deloitte, 2017). In this study, the authors dis-
tinguish crowdfunding aimed at financial (eq-
uity-crowdinvesting and loan-crowdlending)
and non-financial (donation and reward-based)
returns.

The COVID-19 pandemic brought into the
limelight another facet of the alternative char-
acter of crowdfunding, namely its capacity to
quickly remedy the market and government
failures associated with low preparedness or
unforeseen consequences of a pandemic of this
scale. The number of campaigns aimed at re-
solving specific health and health-associated
issues grew significantly worldwide. The CO-
VID-19 pandemic also led to a surge in the
donation- and reward-based crowdfunding
campaigns aimed at supporting the population
affected by the worldwide pandemic. These
crowdfunding campaigns offer easy accessibili-
ty to vast networks of potential backers and help
non-profit organizations raise funds in a shorter
time frame than through traditional fundraising.

https://s¢Adlarhub.ui.ac.id/icmr/vol14/iss2/3
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In this respect, COVID-19 may have acted as a
catalyst for crowdfunding activity. For exam-
ple, in April 2020, crowdfunding platforms in
India raised almost US$15 million equivalent
to financially support people in need. The cam-
paigns were aimed to help migrants stranded
abroad and out of home states, daily wage la-
borers, transgender communities, circus artists,
Uber drivers, restaurant food delivery person-
nel, rural artisans, dancers, and other freelance
workers who lost their sources of revenues dur-
ing the pandemic.

Furthermore, the unfolding situation led so-
cial media to compete against traditional crowd-
funding platforms. For instance, in April 2020,
Facebook launched Facebook Fundraiser, a
platform on which people could raise funds for
charity to help others during a pandemic.

On the other hand, COVID-19 led to a stand-
still in many sectors around the globe. Thus, it
would be natural to expect the pace of financ-
ing of new projects through crowdfunding to
slow down significantly due to both the lack or
postponement of new projects and the reduced
sponsorship capacity of individual backers, as
their disposable income may have shrunk due
to the pandemic and related economic down-
turn.

The research aims to test whether COV-
ID-19 acted as a hindrance or catalyst to crowd-
funding and if this exceptional situation pushed
crowdfunding activity in different directions.
In this article, the authors investigate whether
crowdfunding activity was resilient or not to
COVID-19, if it has accelerated or decreased,
and the specific features crowdfunding has dis-
played during COVID-19.

For this study, we chose to examine Russian
crowdfunding activity during the COVID-19
pandemic due to several factors. First, Russian
crowdfunding plays an integral part of global
crowdfunding. During its rapid development, it
displayed trends similar to those of its overseas
counterparts. We assume that the conclusions
drawn from our study will make sense globally.
Second, reward-based crowdfunding in Russia
is quite transparent and properly documented,
thus offering good empirical data for this re-
search. Third, COVID-19 restrictions in Russia
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had clear boundaries, thus facilitating the use of
statistical analysis.

This paper is structured as follows. Section
2 reviews the current literature on crowdfund-
ing and the impact of shock events, particularly
COVID-19, on this type of activity. It also con-
tains an overview of Russian legal, social, and
business customs related to crowdfunding and
compares it to the world crowdfunding trends.
Section 3 discusses the data and methodology
and specifies our research questions. The au-
thors use a digital-methods approach and statis-
tical analysis to test the developed hypotheses.
Section 4 reports the results, and the last section
concludes the study.

Literature Review

Crowdfunding-like practices precede the In-
ternet; instead of the platform, the primary me-
dium of crowdfunding was (and in many places
around the globe still is) conducted through a
collection plate or box, offertory, newsletter, or
flyer, which are all media forms that have prov-
en conducive to financial contributions. Rus-
sian law on collection boxes used for donations
was approved in April 2020 at the height of
COVID-19 pandemic. These off-line fundrais-
ing endeavors traditionally concern the welfare
of those in need, often taking the place of gov-
ernment support and response in times of health
crisis. Since early times, society has tended to
organize alternative financing schemes in times
of crisis (for more detailed discussion, see for
example Manetti et al., 2017; Jones, 2010).

The authors define crowdfunding as a form
of collective investment aggregated through
the Internet of multiple small-value transac-
tion contracts. These transactions take place
between, on the one hand, individuals and
groups seeking to fund their ventures and/or
themselves and, on the other hand, individual
sponsors or backers seeking financial and non-
financial returns on their limited investments.
Such aggregation may pass through innovative
intermediaries (platforms) playing the role of
ventures’ marketplaces and offering additional
services. In line with Cumming and Hornuf
(2018), crowdlending resembles bank financ-
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ing/bond issuance with multiple lenders and a
single borrower. In the same way, equity-based
crowdfunding is similar to angel/venture capi-
tal finance/IPO placement if we allow conces-
sions for the size of individual transactions and
share value. In many respects, reward-based
crowdfunding resembles supply chain finance.
Donations crowdfunding has extended beyond
charity, disposing of intermediaries through
this evolution. By limiting the amount of risk
for individual backers (similarly to diversifica-
tion), crowdfunding allows funders to finance
riskier ventures. It is also noteworthy that
crowdfunding often involves a manifestation
of wisdom or madness of crowds, thus offer-
ing valuable information both to founders and
funders through the aggregation of individual
preferences that may not be accessible through
traditional sources of finance. Several works of
literature (e.g., Mollick 2014) are dedicated to
success factors of crowdfunding.

The estimates of global crowdfunding vol-
ume differ significantly, largely due to the dif-
ferences in crowdfunding definition (See Fig
1). If crowdinvesting and crowdlending are
included in these aspects, global crowdfund-
ing easily reaches US$124 billion over the next
four years (starting 2020), with a compounded
annual growth rate of 18 percent (Global News-
wire 2020). Similarly, in 2019, the EY forecast
put global crowdfunding volume at US$114
billion by 2021 (Daviddi et al., 2019).

However, if we exclude crowdlending and
crowdinvesting, two financial-returns oriented
formats, the global volume of non-financial
returns-oriented crowdfunding is significantly
lower, amounting to just US$14.2 billion in
2019 and expected to reach US$28.8 billion in
2025 (Global Crowdfunding Market Research
Report, 2020).

As crowdfunding has the potential to foster
innovation by offering new sources of capital
and thereby reducing the funding gap for in-
novative start-ups, it is growing globally and
quickly. There has been a considerable upsurge
in the number of reward-based crowdfunding
campaigns launched during COVID-19 by a
wide variety of people and institutions (e.g.,
citizens, business organizations, foundations,
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Table 1. Characteristics of Crowdfunding in Russia

Type of. Collections 2018, Collections 2019, Collections 2020, Regulation Data availability
crowdfunding US$ 000 US$ 000 US$ 000
Crowdlending 140 000 110 000 70 000 Federal Law Limited
Crowdinvesting 600 300 100 Federal Law Sparse
Reward-based 1 000 1 000 2000 None Transparent
crowdfunding
Donations 2 000 3500 5000 Partial Sparse

crowdfunding

Source: CBR, authors’ own estimates

charities, and trusts) across the European conti-
nent (Crowdfunding Market, 2021)

As noted earlier, the hypotheses on whether
COVID-19 may be a hindrance or catalyst for
crowdfunding are based on several directions
of research. Some researchers have already ex-
plored the idea that access to bank financing
(and similarly to crowdfunding) becomes more
problematic for innovative firms during global
crises related to changes in the business envi-
ronment (e.g., Cowling et al., 2012; Demirgiic-
Kunt et al., 2020; Lee et al., 2015), while oth-
ers have focused attention on how such shock
events may influence inflows of funds from
venture capitalists and business angels into in-
novative SMEs (e.g., Block & Sandner, 2009;
Hall & Lerner, 2010; Mason & Harrison, 2015;
Conti et al., 2019). Yet another important as-
pect explored was the impact of COVID-19 on
investors’ behavior (e.g., Kiruba & Vasantha
2021).

Many researchers around the globe are ea-
ger to understand the trajectory crowdfunding
has taken during the COVID-19 crisis and the
new features crowdfunding exhibits in difficult
times. A certain number of papers are focusing
on how crowdfunding interactions and suc-
cess factors have changed during the pandemic
(ECN 2020). Recent research also explores how
extreme uncertainty caused by the pandemic af-
fects the levels and dynamics of entrepreneurial
finance and the availability of entrepreneurial
sources of finance for start-ups and small- and
medium-sized enterprises (e.g., Brown et al.,
2020; Brown & Rocha, 2020; Wenzel et al.,
2021; Baker et al., 2020). Some studies also
suggest that the sudden upsurge of uncertain-
ty has become debilitating for entrepreneurs,
banks, and investors (e.g., McMullen & Shep-
herd, 2006; Block & Sandner, 2009; Packard et

https://s¢Ablarhub.ui.ac.id/icmr/vol14/iss2/3
DOI: 10.21002/icmr.v14i2.1151

al., 2017; Conti et al., 2019).

Crowdfunding in Russia follows global
trends in all important respects. In line with oth-
er national markets, the bulk of crowdfunding
activity takes place on the platforms positioned
as P2P/P2B/B2B lending or funding through
platforms oriented to financial returns. How-
ever, the Russian share of global crowdfunding
is smaller than expected, given Russia’s share
in the global GDP; the share does not exceed
0.1%, and if crowdlending and crowdinvesting
are excluded, the nation’s share plummets to
0.01%.

Nevertheless, Russian crowdfunding is thor-
oughly integrated into international crowd-
funding. Many Russian ventures raise money
on international crowdfunding platforms, and
Russian backers sponsor international crowd-
funding companies (according to Data Insight
and Yandex, the amount of money Russians
contributed to international Kickstarter and
Russian Boomstarter were equivalent in 2018,
reaching US$6.35 million each), and two ma-
jor Russian crowdlending platforms are owned
and financed by international investors through
bonds’ issues on European markets. Given the
fact that the Russian market contributes a part
of the global crowdfunding market, it enables
us to draw conclusions that may be valid for
global crowdfunding with certain limitations
due to national specificity. In Table 1, the com-
parative characteristics of different types of
crowdfunding in Russia are presented.

According to the estimates of the Cen-
tral Bank of Russia, the amount of national
crowdlending in 2019 amounted to RUR 6.9
billion (US$110 million equivalent) compared
to RUR 8.9 billion (US$140 million equivalent)
for 2018. This sharp decline was led by a col-
lapse in business-to-business crowdfunding,
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down 80% to just RUR 0.86 billion (US$13.5
million equivalent) due to the enactment of new,
more stringent regulations as crowdfunding ac-
tivity has attracted the attention of the Russian
government that introduced special regulations.
P2B crowdlending, though, continued its accel-
erated development in 2019, totaling RUR 5.5
billion, up from four billion in 2018.

A law regulating crowdfunding in Russia
entered into force on January 1, 2020. It con-
tained, among others, the requirement that al-
ready existing investment platforms must be
compliant with the law by July 1, 2020. This
legislative initiative was intended to put Russia
on the global crowdfunding map along with Eu-
rope, where in 2020 the European Commission
finally approved pan-European harmonized
crowdfunding rules. The European regulation
entity, called the European Crowdfunding Ser-
vice Provider (ECSP), gives the industry uni-
form standards across Europe and is expected
to provide new impetus for growth, as plat-
forms are now allowed to finance companies
and solicit investors across the whole European
Union. Importantly, issuers will raise up to €5
million across all member states.

The Russian crowdfunding regulation law
introduced several requirements for crowd-
funding platforms, including the requirement to
be registered in Russia as a Russian legal entity,
thus limiting the possibilities of foreign plat-
forms to operate in Russia. Individual inves-
tors are capped to investing RUR 600 thousand
(USS$8 thousand equivalent) per calendar year
unless they are registered as qualified investors
or entrepreneurs. This limit does not apply to
legal entities. However, there is a limit of RUR
1 million (US$ 13 thousand equivalent) on in-
vestments on a platform per calendar year if it’s
not the investment into acquiring digital rights
from a public joint-stock company. This 2020
law regulates crowdlending, crowdinvesting,
and the purchase of utility digital rights.

In August 2020, the Russian financial au-
thority — the Central Bank of Russia —issued its
report on the development of alternative financ-
ing mechanisms including crowdfunding (Bank
of Russia, 2020). The report submitted for pub-
lic discussion resulted in the setup of an advi-
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sory board authorized to develop a roadmap
for private equity and venture finance in Rus-
sia (Voinov 2018a, b). Crowdfunding is thus
officially considered an auxiliary function of
venture capital and private equity finance. Nev-
ertheless, while this association with venture
capital and private equity finance may be true
for crowdlending and crowdinvesting, reward-
based crowdfunding and donations crowdfund-
ing remain outside the scope of regulatory ac-
tivity.

However, in February 2021, just 3 out of 31
crowdlending and crowdinvesting platforms
that existed prior to law adoption were entered
in the Bank of Russia’s registry (Bank of Rus-
sia 2021) and thus were legally authorized to
function as crowdfunding platforms. According
to media reports and the Russian association
of platform operators, at least 20 investment
platforms including the largest ones submit-
ted their files for registration during 2020 but
are still not registered. This means that they are
not authorized to enter into new business from
July 1, 2020, though they can still continue to
fulfill the existing transactions. Evidently, this
legal hassle, together with the COVID-19 pan-
demic, consequent economic crisis, and reduc-
tion in the number of SMEs, had a significant
impact on the results of financial-returns-ori-
ented crowdfunding in 2020. In 2021, the tide
changed, and the Bank of Russia registered 43
platforms by May 2021.

One of the possible explanations for such a
delay may be the unwillingness of the Russian
financial authorities to let the incumbents — tra-
ditional banks — lose their retail clients and de-
posits. This decision coincided with the gradual
reduction of the Central Bank’s discount rate
and similar reduction in bank deposit rates and
growing interest of retail investors in shares
and other instruments beyond bank deposits.
The number of individuals who have broker-
age accounts with Moscow Exchange grew by
5 million in 2020 and reached 8.8 million (Ros-
siyskaya Gazeta, 2021). Despite the COVID-19
pandemic, major financial institutions’ interest
margin increased (NCR, 2020). This means that,
on the one hand, companies face high borrow-
ing costs, especially small and medium compa-
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nies. On the other hand, savers and investors,
especially households, have restricted access
to alternative investment products and obtain
historically low interest rates for their depos-
its. Given that the credit rates remain high, it is
no wonder that 2020 became a very profitable
year for Russian banks. In this environment,
crowdlending and crowdinvesting could have
become significant competitors for banking and
worsen the banks’ financial situation.

In summary, in this scenario with a high in-
terest margin which reduces the performance of
deposits, the relatively high volatility of stocks,
the scarcity of safe assets resulting in high de-
mand and reduced interest rates, and the effect
on small investors or households with few in-
vestment alternatives, crowdfunding platforms
could become significant players in financial
markets. However, the introduction of these in-
novative practices remains slow, and the oppor-
tunity may only be beginning to use the crisis
to improve Russian financial markets making
use of innovation and entrepreneurship, which
could have a democratizing and humanizing
effect on finance. This may be the sign of un-
tapped potential for crowdfunding in Russia on
the one hand and, on the other, a current lack
of general public participation and unprepared-
ness of Russian socio-economic and cultural
environment for crowdfunding with govern-
ment regulation outpacing the market develop-
ments.

The meaningful research of crowdlending
and crowdinvesting in Russia is further ham-
pered by the continuing opacity of the market
and unwillingness of platform operators to dis-
close detailed operations results unless so re-
quired by law. This was already underlined by
several researchers (e.g., Torkanovskiy, 2016).
At the same time, this problem of meaning-
ful quantitative analysis of crowdlending and
crowdinvesting has universal character and is
in no way unique to Russia (e.g., Shneor & Vik,
2020).

Another feature of the Russian crowdfund-
ing landscape is that donation crowdfunding
takes place mainly outside the crowdfunding
platforms. Campaigns use social media and own
sites. For instance, Predanie charity fundraises

https://s¢A8larhub.ui.ac.id/icmr/vol14/iss2/3
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about RUR 70 million (US$1 million) annually
and spends the money on different programs
that benefit the handicapped and disabled, chil-
dren, and church construction, for example
(Predanie 2015). To combat the consequences
of the COVID-19 outbreak, non-profit organi-
zations have been providing financial support
through social media and websites supplying
PPE and medical gear to medical workers and
volunteers at the front line of COVID-19 across
Russia.

Separate campaigns initiated by the inter-
essees and civic activists aimed at helping a
particular cause or individual in dire situation
raised up to RUR 150 million (US$ 2 million)
through social media. Their social media ads
and reposts typically include the bank account
number linked to the phone number on which
the donors could make transfers. Fundraisers
are obligated to market themselves, appealing
to the emotions of potential donors with well-
composed stories of personal crises (Berliner
& Kenworthy 2017). Campaigners seek to craft
tearjerker descriptions to make their campaign
stand out from the crowd. This style of crowd-
funding has been described in the scholarly lit-
erature as affective in contrast to reward based
(Gehring 2016).

The campaigners post the results of cam-
paigns on social media to assure donors that
their money was spent on the advertised cause.
The trust necessary for such campaigns’ success
is usually built by exposing medical documen-
tation as well as support of public figures and
popular bloggers. The rising influence of social
media is strengthening this donations’ move-
ment growth. Furthermore, since YouTube and
Facebook recently launched their donation
crowdfunding features, they are also used to
increase engagement with the campaign audi-
ences. Thus, the need for special crowdfunding
platforms for donations in Russia similar to Go-
FundMe is circumvented.

These peculiarities of Russian crowdfund-
ing landscape leave the only viable option
for meaningful analysis, that is, reward-based
crowdfunding. An important feature of reward-
based crowdfunding in Russia is that, in con-
trast to other crowdfunding activities in the
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country, it’s quite transparent and offers access
to the data necessary for research. At the same
time, it is the least government-regulated sector
and thus provides a clear view of the interplay
between the market forces unhampered by any
form of government control; this is also very
important for the research.

Reward-based crowdfunding campaigns
provide useful tools that entrepreneurs can use
to elicit funds for new consumer prototypes
and services, offering perks such as pre-sales
and branded merchandise to financial contribu-
tors and supporters. We posit that any reward-
based crowdfunding project has three main
objectives. 1) The test of concept. Many crowd-
funded projects that have attracted the interest
of crowdfunding sponsors were later financed
at a larger scale by more traditional investors
like banks and venture capitalists. A success-
ful crowdfunding campaign serves as proof of
a concept without major investments otherwise
required for a more traditional market test. 2)
Pre-sales. For established campaigners as well
as some new ventures, pre-sales allow a signifi-
cant reduction in the working capital require-
ments that otherwise would have been difficult
or even impossible to finance. 3) Advertising.
The crowdfunding campaign enables fundrais-
ers to contact new potential users and consum-
ers, raise brand recognition, and confirm brand
adherence of existing users and consumers.

In this paper the authors focus on the Boom-
starter and Planeta reward-based crowdfund-
ing platforms, both of which have traditionally
served to host financial appeals from individu-
als and groups for reward-based crowdfunding.
Crowdfunding through these platforms offers a
way for the donor-consumers to provide feed-
back and valuable information on the develop-
ment and demand for the new product as well
as support entertainment industries traditionally
underserviced by banks. Consequently, crowd-
funding campaigns on Planeta and Boomstart-
er are gaining traction among individuals and
companies to promote an idea, gauge audi-
ence interest, and pre-sell a product. In 2019,
reward-based crowdfunding in Russia raised
RUR 64 million (US$ 1 million equivalent)
on non-financial returns-oriented platforms. In
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2020, amid the pandemic, the amount of money
almost doubled, exceeding RUR 120 million
(USS 2 million equivalent).

It may be assumed that crowdfunding cam-
paigns on Planeta and Boomstarter could pro-
vide insight into the social anxieties and eco-
nomic precarity resulting from the COVID-19
crisis. Many individuals and groups directly
unaffected by COVID-19 launched crowdfund-
ing campaigns exhibiting compassion and will-
ingness to help those in need. In other words,
the data shows that COVID-19-associated
campaigns are often altruistic endeavors. One
possible explanation is that such campaigns
are launched by those who see the greatest and
most obvious needs in their own surroundings
and media space. The importance of commu-
nity fundraising translates into resolution of is-
sues of local concern through crowdfunding.

Research Methods

Through a digital-methods (Elmer et al.
2012; Rogers 2013; Snee et al. 2016; Marres
2017) approach to studying Web-based interac-
tions, this paper aims to determine the impact
of COVID-19 on the results of crowdfunding
campaigns as well as the evolution of crowd-
funding during the pandemic. Digital methods
include the use of online and digital technolo-
gies to collect and analyze research data. A dig-
ital-methods approach enables us to determine
how the capacities of crowdfunding platforms
accompanying social media and the Internet
produce possibilities and constraints for online
practices and forms of reward-based crowd-
funding. In particular, the authors explore the
financial appeals that campaigns are seeking to
remediate or fund during the COVID-19 pan-
demic compared to the previous year. What
are the most popular categories that attract sig-
nificantly more sponsors in 2020 than in 2019?
Are business, technology, and social entrepre-
neurship as popular as they were previously?
Through an analysis of 7,024 campaigns, this
paper investigates the goals, success probabili-
ties, and monthly distribution of the campaigns.
This article explores what the recently launched
campaigns can tell us about the financial chal-
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lenges faced by individuals, workplaces, com-
munications, and nation-states during the
COVID-19 crisis. Of particular interest is deter-
mining the intent of such campaigns and identi-
fying common areas of financial precarity.

More broadly, the question may be raised
what crowdfunding can communicate about the
current social anxieties and economic precari-
ties (and the coping strategies) exacerbated by
the COVID-19 pandemic? What gaps in and
failures of government are exposed by such ap-
peals? While the research sample is relatively
small (7,024), it nevertheless produces distinct
findings. Such findings furthermore shed light
on the growing fundraising sector during a time
when government and business resources are
being seriously challenged by COVID-19 and
severely constrained by the impact of austerity
cuts.

The research methodology is based on sta-
tistical analysis and in particular multiple re-
gression analysis. Multiple regression analysis
describes the relationship between a dependent
variable and several independent variables and
studies the simultaneous effects that indepen-
dent variables have on the dependent variable.

The objective of this paper is to identify
new trends in crowdfunding associated with
COVID-19. In contrast to previous works, the
authors decided to explore both the demand
and supply side of crowdfunding equilibrium in
one study. Demand in this context means the
demand from funders to invest their resources
in new ventures, whereas supply refers to the
inflow of new projects on the platforms.

First, the research looked for evidence that
demand from backers of crowdfunding cam-
paigns was or was not significantly impacted by
COVID-19. Many papers analyzing the impact
of COVID-19 on financial markets offer evi-
dence that the pandemic has changed the asset
distribution in investors’ portfolios, substituting
riskier and alternative investments with safer
and more traditional instruments (e.g., Ortmann
et al., 2020; Baker et al., 2020; Bu et al., 2020;
Bansal et al., 2020). Such a change in the retail
investors’ behavior, if it were uniform across
all asset classes, would have translated into the
outflow of funds from crowdfunding as an al-
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ternative asset class. Amid the uncertainty asso-
ciated with the COVID-19 pandemic, it would
be natural for investors to reduce their engage-
ment with alternative investment classes like
crowdfunding. Also, as noted earlier, reward-
based crowdfunding is similar in many respects
to supply chain finance, and its trajectory may
be expected to mimic that of the manufacturing
industry severely hit by the crisis. On the other
hand, as discussed carlier, the alternative char-
acter of crowdfunding may suggest that its use
should grow due to the increased unavailability
of traditional intermediaries and newly opened
market gaps.

Accordingly, the first research hypothesis is
that crowdfunding should experience the influ-
ence of COVID-19 as a systemic increase or
decrease of amounts raised. This helps formu-
late the research question as follows:

H1: Has the COVID-19 pandemic modified
the amounts raised in crowdfunding cam-
paigns in a significant and consistent man-
ner?

The hypothesis test is divided in two. The
COVID-19 pandemic started in December
2019, but before February 2020, its influence in
Russia was minimal. According to the official
information, the virus was confirmed to have
spread to Russia on 31 January 2020, when
two Chinese citizens in Tyumen and Chita
tested positive for the virus. Early prevention
measures included travel restrictions. After the
start of the pandemic in Europe, Russian au-
thorities tried to impose additional measures
such as cancelling events and closing schools,
theaters, and museums. Finally, on March 25,
2020, a lockdown was imposed in Russia. It
was deemed the non-working period and, after
two extensions, lasted until 11 May 2020. On
the one hand, the social distancing and lock-
down increased usage of the Internet usage as
well as that of social media (e.g., OECD, 2020;
World Bank, 2020) along with online retailers’
turnover, and this may have had a positive ef-
fect on the crowdfunding campaign success.
On the other hand, the growing uncertainty of
the economic environment and stranded reve-
nues (i.e., World Bank, 2020; IMF, 2020; ECB,
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2020) could have modified the investment strat-
egies of the crowd by increasing its risk-aver-
sion (i.e., ECB, 2020; OECD, 2020; Baker et
al., 2020). Thus, researchers asked whether the
pandemic had a significant and consistent effect
on crowdfunding from February 2020 to De-
cember 2020 and whether the strict lockdown
from March 2020 to May 2020 had a significant
and consistent effect on crowdfunding.

The second hypothesis relates to the supply
side of crowdfunding. The hypothesis is that,
due to the COVID-19 pandemic, the number
of financial instruments available to venture
founders was reduced and could have translated
into the increased popularity of crowdfunding
as an additional source of capital. With this in
mind, this paper explores whether the num-
ber of campaigns initiated by venture found-
ers (both successful and unsuccessful) and the
targeted amounts changed significantly due to
COVID-19. Again, the period of the pandemic
and that of the complete lockdown are high-
lighted, and research questions are formulated
as follows.

H2: Has the COVID-19 pandemic impacted
the number of crowdfunding campaigns in
a consistent and significant manner?

H3: Has the COVID-19 pandemic impacted
the targeted amounts of crowdfunding
campaigns in a consistent and significant
manner?

Logically, the research focus is extended fur-
ther to evaluating the chances of crowdfunding
campaigns in COVID-19. The unexpected and
imposed change in the ways of living and work-
ing of people could have also modified their fi-
nancial behavior. The third hypothesis is that,
in situations of uncertain demand and increased
supply of projects, the success chances of the
standard project should diminish compared to
pre-COVID-19 times. This led to formulate the
research question as follows.

H4: Has the COVID-19 pandemic impacted
the chances for success of crowdfunding
campaigns?

The fourth research hypothesis (research
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questions H5 and H6) relates only to the proj-
ects associated with business and social entre-
preneurship, since the research aims to analyze
the tangible implications of the COVID-19
pandemic on the success of the crowdfunding
campaigns aimed at supporting the business.
Several papers have assumed that the level of
small business support, especially for local
businesses, was quite significant during the pan-
demic. To that end, a sub-sample was selected
including only projects in these two categories.
For many small businesses owners and social
entrepreneurs, crowdfunding has become a way
to ensure survival in the lockdown. In spring
2020, Boomstarter, together with Mastercard,
introduced a special project, denoted on social
media as #SupportBusiness. This campaign
made it possible to buy a service or product
from companies in the area most affected by
the pandemic. Consumers bought services with
a discount and the right to use them immedi-
ately or in the future after the withdrawal of
lockdown restrictions. This project attracted al-
most 2,000 backers, with turnover in excess of
RUR 2.6 million (US$36 thousand equivalent).
Customers were ready to support local brands,
coffee shops, and beauty salons as examples of
places they wanted to return to after the lock-
down. Thus, the hypothesis is that small busi-
nesses enjoy better conditions of crowdfunding
due to COVID-19 and growing support from
consumers and locals. The research questions
are formulated as follows.

HS5: Has the COVID-19 pandemic impacted
the number of crowdfunding campaigns in
Business and Social Entrepreneurship cat-
egories?

H6: Has the COVID-19 pandemic impacted
the chances for success of crowdfunding
campaigns in the Business and Social En-
trepreneurship categories?

Some authors (e.g., Lome et al., 2016; Hall
etal., 2016) provide evidence that, during crisis
periods, R&D expenditures are more resilient
to the economic downturn. Thus, the next hy-
pothesis is that technology-associated crowd-
funding campaigns show better results after

111



The Indonesian Capital Market Review, Vol. 14, No. 2 [2022], Art. 3
E. Torkanovskiy and A. Voinov / Indonesian Capital Market Review 14 (2022) 103-120

Table 2. Reports a Brief Description of the Variables Used in the Analysis

Variable Name Quantitative/ Description
Qualitative
Covid Dichotomous 1 —in pandemic, 0 — not in pandemic

Lockdown
Success Rate

Dichotomous 1 —in lockdown, 0 — not in lockdown
Ratio variable Returns the share of successful campaigns to all campaigns, expressed in %

Number of Campaigns Ratio variable Characterizes the number of campaigns in the particular period, natural number

Launched

Number of Successful Ratio variable Characterizes the number of campaigns in the particular period, natural number

Campaigns
Targeted Amounts
Amounts Raised

Ratio variable Characterizes the amounts targeted by campaigns launched in the particular period
Ratio variable Characterizes the amounts raised by the successful campaigns launched in the particular period

Month Ratio variable Characterizes the period in which the campaign took place. Varies from 1 to 12. Reflects seasonal-

ity of campaigns.

the pandemic than before. For this hypothesis,
projects in the Technology and Innovations cat-
egory were selected as part of the sub-sample.
To test whether these initiatives have become
more appealing for investors in the COVID-19
crisis, research question was formulated as fol-
lows.

H7: Has the COVID-19 pandemic impacted
the success chances of crowdfunding cam-
paigns for the Technology and Innovations
category?

It is noteworthy that, in 2020, the most suc-
cessful category of crowdfunding campaigns
on Planeta.ru was the Science and Education
category. Out of 30 projects launched, 25 suc-
ceeded in raising funds. This translates into
an 83% success rate for campaigns launched
within this category. Naturally, such success
was due to COVID-19; many campaigns in this
category in 2020 were dedicated to mitigate the
effects of COVID-19. A major project that at-
tracted extensive attention and backers and con-
sequently reached outstanding success in rais-
ing funds was a large study initiated by Shiffers
Institute dedicated to the potential efficiency of
existing drugs in the fight against the new vi-
rus. The first stage of the study was financed by
Rosnano and the NAEPID fund. However, after
the money from the first stage was used up and
the second stage, though pre-agreed upon, had
not received financing yet, the researchers de-
cided to seek public help. The campaign raised
almost RUR 3 million (US$45 thousand equiv-
alent). It became the largest fundraising attempt
for research purposes in the history of Russian
crowdfunding. Along with raising funds, the

https://s¢hdlarhub.ui.ac.id/icmr/vol14/iss2/3
DOI: 10.21002/icmr.v14i2.1151

campaign raised public awareness regarding
the research. Forbes, BBC Russia, and many
national Russian media outlets made publica-
tions about this campaign.

Similarly, the most significant growth in
amounts raised in 2020 was displayed in the
Health category on Boomstarter platform.
Crowdfunded amounts for projects in this cat-
egory on Boomstarter were 6,389% higher than
those initiated a year earlier and set the record
for health-related crowdfunding campaigns
since the launch of the Boomstarter platform in
2012. The number of projects launched in this
category more than tripled in 2020 from 2019.
Five projects raised almost RUR 1.7 million
(US$23 thousand equivalent).

Since this paper aims to investigate the im-
pact of COVID-19 on the results of crowdfund-
ing campaigns, the dependent variable is the re-
sult of the campaign. Following the hypotheses,
this research measures results in several ways:
1) According to the number of campaigns either
launched or successful, 2) With the amounts
targeted or raised at the end of successful cam-
paign, and 3) According to the success rate of
campaigns calculated as the number of success-
ful campaigns to all campaigns launched in the
particular category.

In order to answer the research questions and
confirm or disprove the hypotheses the research
includes the following independent variables:
1) the COVID-19 variable, a dichotomous vari-
able taking the value of 1 if the project was
launched during the pandemic and 0 otherwise
and 2) the lockdown variable, a dichotomous
variable equal to 1 if the project was launched
during the lockdown, and 0 otherwise.
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Table 3. Summary of the Database

Number of Campaigns

Number of Successful

Money raised, Money raised,

Initiated campaigns in M RUR in ‘000 USD equivalent!
Planeta.ru 6158 414.4 6072
Boomstarter 866 79.7 1151

Source: Planeta.ru, Boomstarter.

! The average RUR/USD exchange rate for 2019 is RUR 64.74/USD 1.00 and for 2020 RUR 71.94/USD 1.00 in accordance with average

rates calculated by the Central Bank of Russia.

Table 4. Impact of Covid on Amounts Raised by Campaigns

Predictor Coefficient Estimate Standard Error t-statistic p-value

Constant 50 13054668.4614 1109317.1728 11.7682 0
Month Jial 549217.0507 144989.0098 3.7880 0.0011
Covid 52 1405665.7295 1004513.3261 1.3994 0.1763

Table 5. Impact of Lockdown on Amounts Raised by Campaigns

Predictor Coefficient Estimate Standard Error t-statistic p-value

Constant 50 13690498.3132 1202703.7966 11.3831 0
Month Ll 561402.2252 155763.6677 3.6042 0.0017

Lockdown £2 -566160.2138 1625865.1702 -0.3482 0.7311

Consistent with the hypotheses, multiple re-
gression analysis is employed in order to define
whether the hypotheses make sense.

The data sources used in the paper are cam-
paign descriptions and the results as presented
on two main Russian reward-based crowdfund-
ing platforms, Planeta.ru and Boomstarter. The
database contains 7024 campaigns initiated be-
tween January 2019 and December 2020 (Table
3). The information on crowdfunding cam-
paigns was gathered from the platforms’ web-
sites as well as traditional and social media out-
lets. The typical collected information on the
campaigns includes the fundraising goal, the
amount targeted, amount raised, and number of
sponsors. The average campaign in our sample
raised about RUR 235 thousand (US$3615)
from 134 backers with an average contribu-
tion of RUR 1750 (US$26). 30% of the Rus-
sian crowdfunding campaigns were successful,
while 70% of them failed.

Planeta.ru is the largest Russian crowdfund-
ing platform. It allows users to fund creative,
scientific, social, entrepreneurial, charity, and
other projects. It was initially envisaged as a
service for music bands to allow new-album
pre-orders. The site is similar to English-lan-
guage sites such as Kickstarter and IndieGoGo.
Planeta.ru foundation day is celebrated as the
Crowdfunding Day in Russia.

Boomstarter is the second-largest Russian
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crowdfunding platform. It was founded in 2012
as well as Planeta.ru. On this site, backers can
support creative ideas.

Results and Discussion

The first research question is to investigate
the response of the crowd to COVID-19 and
whether backers’ readiness to support projects
was impacted by COVID-19 or if it remained
the same.

In order to test the first hypothesis, two inter-
action matrices (amounts raised/covid/month
and amounts raised/lockdown/month) between
two independent variables, month and either
covid or lockdown, and one of our key depen-
dent variables (amounts raised). The model for
amounts raised/covid/month is as follows.

Money Raised=13054668.4614+549217.0507
‘Month+1405665.7295-Covid

Table 4 and 5 show the results of the first
econometric analysis.

The results show that both dummy variables
(covid and lockdown) do not have statistically
significant influence on the amounts raised in
the campaign. This means that neither CO-
VID-19 nor lockdown had any direct impact
on crowdfunding backers’ readiness to finance
the projects. COVID-19 neither accelerated nor
hindered the flow of funds into crowdfunding.
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Table 6. Summary of Overall Fit of Model

R-Squared:
Adjusted R-Squared:
Residual Standard Error:
Overall F-statistic:
Overall p-value:

0.4621
0.4109
2430126.001 on 21 degrees of freedom.
9.0199 on 2 and 21 degrees of freedom.
0.0015

Table 7. Impact of COVID on Number of Projects Initiated by Founders

Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 256.1038 13.4468 19.0456 0

Month pl 0.0589 1.7575 0.0335 0.9736

Covid £2 0.2114 12.1764 0.0174 0.9863

Table 8. Impact of Lockdown on Number of Projects Initiated by Founders

Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 258.5198 13.9247 18.5655 0

Month £l -0.1452 1.8034 -0.0805 0.9366
Lockdown p2 -7.9388 18.824 -0.4217 0.6775

Table 9. Impact of Covid on Amounts Targeted by Campaigns

Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 113211035.8472 13278084.1538 8.5262 0

Month p1 111241.9239 1735460.6247 0.0641 0.9495

Covid p2 19229453.0493 12023623.9062 1.5993 0.1247

The empirical analysis shows a statisti-
cally significant positive correlation between
the amount of money donated by the backers
and the month when the money was donated.
Specifically, there is a 4% increase (+RUR
549217) in the amounts raised for every subse-
quent month during the same year. The analy-
sis provided empirical confirmation that almost
50% of the variations in the amounts raised in
crowdfunding can be explained by this monthly
seasonality. This finding could be in part ex-
plained by the gradual accumulation of sav-
ings or passive income revenue earmarked for
crowdfunding and similar innovative and ven-
ture investments. However, the authors have
not yet developed a full theoretical explanation
for this phenomenon, as it needs additional re-
search. This phenomenon should be tested fur-
ther, in terms of both time and geography. At
the same time, important advice to Russians
and perhaps international project initiators is
to defer the start of the campaigns to the year
end, especially if they plan to raise significant
amounts of money.

Similar to the previous model, matrices were
built to confront the second research question.
Tests for the correlation both for COVID-19
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and lockdown were run separately. The results
are presented in Tables 7 and 8 below. The
models developed on the basis of the data are
as follows.

Projects=256.1038+0.0589-Month+0.2114-C
ovid

Projects=258.5198—-0.1452-Month—7.9388-L
ockdown

The analysis shows that neither COVID-19
nor the lockdown have any impact on the num-
ber of projects launched on the platforms. By
surveying the sample, a statistically insignifi-
cant (p >0.01) positive correlation between
month, COVID, and the number of projects
(R2 =0.0001) was established. The second test
confirmed the statistical insignificance of the
month for the number of projects as it showed
a statistically insignificant negative correlation
between month, lockdown, and number of proj-
ects.

It is noteworthy that, while the month vari-
able has a statistically significant positive cor-
relation with the amounts raised, it has no sig-
nificant correlation with the number of projects
started by the campaigns’ initiators. This could
signify that, while the preparedness of contribu-
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Table 10. Impact of Lockdown on Amounts Targeted by Campaigns

Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant £0 109604981.1425 13562332.6671 8.0816 0
Month Pl 1370021.8542 1756474.6076 0.78 0.4441
Lockdown £2 33899875.7739 18334127.132 1.849 0.0786
Table 11. Impact of COVID on the Success Rate of Campaigns
Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 2886.7834 253.4356 11.3906 0
Month Al 12.4154 33.1243 0.3748 0.7116
Covid p2 23.7634 229.492 0.1035 0.9185
Table 12. Impact of Lockdown on Success Rate of Campaigns
Predictor Coeflicient Estimate Standard Error tt-statistic pp-value
Constant 0 2931.3981 262.8531 11.1522 0
Month pl1 9.6156 34.0424 0.2825 0.7804
Lockdown p2 -124.1937 355.3358 -0.3495 0.7302

tors to the projects vary depending on the month
in which the contribution is expected, the initia-
tors of the projects start their campaigns inde-
pendent of the time or month of the year. This
empirical result also needs further theoretical
discussion and consideration.

The third research question dealt with the
impact of COVID-19 on the amounts targeted
by the campaigns’ initiators. The results can be
found in Tables 9 and 10. The empirical evi-
dence points out that /ockdown has a positive
statistically significant correlation with the
campaigns’ targeted amounts, though covid
was not a factor that showed any statistically
significant correlation with the campaigns’ tar-
geted amounts. Thus, we may assume that cam-
paigns’ initiators targeted the amounts in their
campaigns without any consideration for CO-
VID-19. However, the amounts they targeted in
the lockdown were considerably different from
what they would have demanded in normal
conditions. Thus, our empirical analysis reveals
that it was not the COVID-19 pandemic but the
lockdown that modified the campaigns’ initia-
tors’ behavior in the rewards-based crowdfund-
ing context.

The model for lockdown and month is as fol-
lows.

AmountsTargeted=109604981.1425+137002
1.8542-Month+33899875.7739-Lockdown

To test the fourth research question, the anal-
ysis of whether the success rate of the crowd-
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funding campaigns could be related to covid
or lockdown was carried out. In particular, the
tests whether covid or lockdown increased the
success rate of campaigns due to the increased
activity of backers surfing the net or, to the
contrary, decreased it, were performed. The de-
crease in the sponsors’ activity can be explained
by the low engagement of platform users due to
the difficult economic and social environment.

Tables 11 and 12 show the results of the re-
gression analyses. Both coefficients of covid
and lockdown variables are not statistically sig-
nificant, thus offering no support of the fourth
research question (H4). The result showed that
the COVID-19 crisis seems not to influence the
success rate of crowdfunding campaigns.

The models are as follows.

Success Rate=2886.7834+12.4154-Month+23
.7634-Covid

Success Rate=2931.3981+9.6156-Month—124
.1937-Lockdown

As indicated earlier, the influence of COVID
and lockdown on Business and Social Entrepre-
neurship category campaigns was tested sepa-
rately. In Table 13, the summary of the subset of
projects in this category is provided.

Initially, significant influence of COVID-19
on this category of campaigns was expected.
However, tests and detailed analysis showed
no statistically significant correlation between
the number of projects or their success rate
and covid and lockdown. Evidently, the suc-
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Table 13. Summary of Business and Social Entrepreneurship Campaigns

2019 2020
Number of Projects 422 500
Number of Successful Projects 37 34
Amounts Raised, in RUR 6 340824 4711164

Source: Planeta.ru, Boomstarter.

Table 14. Impact of COVID on Number of Projects in Entrepreneurship

Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 32.5942 5.8249 5.5957 0
Month il -0.1484 0.7613 -0.1949 0.8473
Covid p2 4.8992 5.2746 0.9288 0.3635
Table 15. Impact of Lockdown on Number of Projects in Entrepreneurship
Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 32.7711 6.1291 5.3468 0
Month £l 0.0751 0.7938 0.0946 0.9256
Lockdown p2 4.9287 8.2855 0.5949 0.5583
Table 16. Impact of COVID on Success Rate in Entrepreneurship
Predictor Coeflicient Estimate Standard Error t-statistic p-value
Constant 0 836.687 201.4204 4.1539 0.0004
Month p1 -16.8979 26.3259 -0.6419 0.5279
Covid p2 53.6889 182.391 0.2944 0.7714
Table 17. Impact of Lockdown on Success Rate in Entrepreneurship
Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant 0 855.2361 209.8897 4.0747 0.0005
Month p1 -15.9233 27.1831 -0.5858 0.5643
Lockdown p2 -2.2095 283.7376 -0.0078 0.9939
Table 18. Impact of COVID on Success Rate in Technology
Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant p0 855.2366 326.2708 2.6212 0.016
Month Al 31.8598 42.644 0.7471 0.4633
Covid p2 -334.5279 295.4461 -1.1323 0.2703
Table 19. Impact of Lockdown on Success Rate in Technology
Predictor Coefficient Estimate Standard Error t-statistic p-value
Constant p0 941.7214 332.3321 2.8337 0.0099
Month Al 7.8531 43.0407 0.1825 0.857
Lockdown p2 -670.1339 449.2604 -1.4916 0.1507

cess rate for campaigns (about 9%) in this cat-
egory is significantly (more than three times!)
lower than on average for all crowdfunding
campaigns. This category remains severely less
popular among campaign backers, possibly due
to platforms’ characteristics described above.
Co-financing campaign with Mastercard is also
excluded from the analysis. The results are pre-
sented below in Tables 14-17.

Regression analysis has not confirmed this
hypothesis either. With p-value higher than
0.01, the relation between COVID or lockdown
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and dependent variables is not statistically sig-
nificant. Technology and Innovation has not
raised significant interest of campaign backers
in the COVID-19 environment. The chances for
success of the projects in these categories were
not impacted by COVID-19 in any manner.

Conclusion

We witness many discussions today regard-
ing the “new normal” and whether there will
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be a return to the previous situation at all (e.g.,
Torkanovskiy, 2020a, b). This study assesses
the impact of a full year of COVID-19 crisis
that included lockdowns, travel bans and re-
strictions, social distancing rule enforcement,
and many other unexpected developments on
crowdfunding. The paper explores the possibil-
ities of this entrepreneurial funding channel for
start-ups and SMEs using empirical evidence
from rewards-based crowdfunding in Russia
to forecast the possible venues of future de-
velopment of the platforms as well as to offer
advice and recommendations to policymakers,
providing important insights as to the evolution
of crowdfunding. The present article could be
considered a pioneer study regarding the resil-
ience of the crowdfunding sector to the COV-
ID-19 crisis.

By using a unique dataset of 7,024 successful
and unsuccessful rewards-based crowdfunding
campaigns launched in Russia over the period
2019-2020, the aim of the study was to investi-
gate whether and to what extent COVID-19 has
changed the dynamics of crowdfunding.

Although the long-term economic impact of
the current crisis remains to be seen, sugges-
tive evidence is provided that the COVID-19
pandemic has not altered the basic dynamics of
crowdfunding process. Crowdfunding showed
natural immunity to COVID-19. No confirma-
tion was found that COVID-19 itself may be
the crowdfunding breaker or catalyst. Prob-
ably there has been a change in the key driv-
ers that make one campaign more successful
than another in the pre-COVID-19 period and
the COVID-19 period. However, the success
rate of projects did not show any statistically
significant correlation with COVID-19. Such
immunity is demonstrated by the crowdfund-
ing sector as a whole and by several subsectors
that were researched, in particular, Business
and Social entrepreneurship and Technology.
In this period of great uncertainty triggered by
COVID-19, the empirical analysis shows that
the consequences of COVID-19 may be exag-
gerated and be less remarkable than previously
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assumed.

Founders, funders, and policymakers should
take this resilience of crowdfunding into ac-
count and even in the COVID-19 pandemic
concentrate more on traditional issues impor-
tant for campaigns, like quality of venture, so-
cial media use and activity, social networking,
and geography. As evidenced by this research,
COVID-19 is not a determinant for crowdfund-
ing campaigns. This crowdfunding sector im-
munity could be considered an early precursor
of quick recovery and fast return to normal, es-
pecially as this wisdom of crowds is confirmed
by the money people risk in the crowdfunding
projects both as founders and funders.

The unexpected result of this research which
the authors would like to share is that the month
of the year may have more significance for
the success of the campaign than previously
thought.

The results suggest that, in the aftermath of
the COVID-19 pandemic, backers remain not
inclined to finance business, social entrepre-
neurship, and technological projects, at least
through rewards-based crowdfunding. In this
regard, the COVID-19 pandemic has not prob-
ably led to a change in the investors’ behavior,
specifically in the rewards-based crowdfunding
sector.

Overall, the results show that crowdfund-
ing could and should play a significant role in
supporting measures aimed at helping society
and the economy during and in the aftermath
of COVID-19. Further venues of research may
include research of other sectors of crowdfund-
ing in connection with COVID-19 as well as
geographical differences, if any, in response of
crowdfunding during COVID-19.
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