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Small and Medium Enterprises (SMEs) play a pivotal role in global economic growth, 

employment, and innovation. However, persistent financial constraints and economic 

fluctuations pose significant challenges, threatening their sustainability and growth potential. 

This study aims to identify and analyze creative financing strategies that SMEs can adopt to 

effectively navigate economic and financial challenges. Employing a qualitative method, the 

research utilizes a comprehensive literature review and case studies from selected SMEs across 

various industries. Data collection involves secondary data analysis complemented by expert 

interviews to validate findings and ensure comprehensive insight. The results indicate that SMEs 

adopting creative financing strategies—such as crowdfunding, peer-to-peer lending, supply 

chain financing, and fintech-based solutions—demonstrate enhanced financial resilience and 

sustainable growth compared to traditional financing methods. Additionally, the study 

highlights critical factors determining the success of these innovative financing mechanisms, 

including regulatory support, digital literacy, stakeholder engagement, and risk management 

capabilities. This research underscores practical implications by guiding policymakers, financial 

institutions, and SME practitioners toward optimizing financing models to overcome economic 

adversities. Strategically integrating creative financing can empower SMEs, bolster economic 

resilience, and foster a more inclusive and robust economic environment. 

Keywords: Creative Financing, SMEs, Economic Challenges, Financial Strategies, 

Sustainability. 

 

INTRODUCTION 

Small and Medium Enterprises (SMEs) are universally recognized as critical drivers of economic growth, innovation, 

and employment creation globally (Eniola & Entebang, 2015). SMEs represent a significant portion of businesses 

worldwide, contributing substantially to GDP and job creation, particularly in developing and emerging economies  

(Ogunjobi et al., 2024). All these facts show the importance of MSMEs as the backbone of national economic strength 

(Santoso, HW et al ,2022). Despite their economic significance, SMEs consistently face considerable financial 

constraints, primarily due to limited access to conventional financing methods, such as bank loans and equity funding 

(Manalu et al., 2024). 

The existing body of research highlights that traditional financial sources often impose stringent criteria, high 

collateral requirements, and inflexible repayment structures, severely limiting SME access to essential capital 

(Sakala, 2024). However, there is a noticeable research gap regarding the exploration of creative financing strategies, 

particularly their practical applications and effectiveness in enabling SMEs to overcome financial and economic 

barriers (Durst & Gerstlberger, 2020). 

The urgency of this research is amplified by recent global economic disruptions, including the COVID-19 pandemic 

and subsequent financial crises, which significantly impacted SME stability and continuity (Li, 2024). SMEs require 
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innovative and flexible financial solutions that traditional banking systems cannot adequately provide, highlighting 

the immediate need to explore alternative financing mechanisms (Ma & Cheok, 2022). 

Previous studies have examined various financing methods, such as microfinance (Eggers, 2020), venture capital 

(Omowole et al., 2024), and trade credit (Thukral, 2021), but limited attention has been given to emerging creative 

financing solutions like crowdfunding, peer-to-peer (P2P) lending, supply chain financing, and fintech-based 

approaches (Chukwu & Kasztelnik, 2021). 

The novelty of this research lies in its comprehensive analysis of contemporary creative financing strategies, 

highlighting their potential effectiveness and applicability within diverse economic contexts and industrial sectors. 

This study contributes significantly to existing literature by examining underexplored financing methods, identifying 

their success factors, and providing actionable insights for stakeholders. 

The primary objective of this study is to identify and critically evaluate creative financing strategies for SMEs to 

address financial constraints and economic volatility. Specifically, the research aims to assess the effectiveness of 

alternative financing methods, determine influencing factors for successful implementation, and explore their 

broader economic implications. 

The findings of this study are expected to benefit policymakers, financial institutions, and SMEs by providing 

empirical evidence and strategic guidance to enhance financial inclusivity, resilience, and long-term sustainability. 

Ultimately, the insights garnered from this research will facilitate informed decision-making and policy formulation 

aimed at empowering SMEs and supporting broader economic stability and growth. 

METHODS 

This study employs a qualitative descriptive approach designed to explore and analyze creative financing strategies 

that SMEs can adopt to address economic and financial challenges. A qualitative method is suitable for this research 

as it provides detailed insights into complex financing phenomena, offering deeper understanding through 

interpretation and contextual analysis (Mills & Ratcliffe, 2012). 

Data for this study were derived from secondary sources, including scholarly journal articles, books, reports from 

reputable international organizations (such as OECD and World Bank), case studies of SMEs that successfully 

implemented innovative financing mechanisms, and relevant industry publications (Moleong, 2000). Additionally, 

primary data were collected from semi-structured interviews with financial experts, SME managers, and policy 

makers to validate findings and enhance research credibility. 

Secondary data collection involved an extensive literature review from credible academic databases such as Scopus, 

Web of Science, and Google Scholar. Keywords including "creative financing," "crowdfunding," "fintech solutions," 

"peer-to-peer lending," and "SMEs financing" guided the systematic review process (Taylor et al., 2015). For primary 

data, semi-structured interviews were conducted with 10 key informants, including SME practitioners and experts in 

SME finance. Interview protocols were developed to elicit detailed and relevant insights into the practical application, 

benefits, and challenges associated with innovative financing strategies (Bryman, 2016). 

The qualitative data obtained from literature reviews and interviews were analyzed using thematic analysis. Thematic 

analysis is particularly effective for identifying, organizing, and interpreting qualitative data through the 

identification of recurring themes and patterns related to creative financing strategies for SMEs (Patton, 2002). The 

process involved transcribing interviews, systematically coding the data, and subsequently grouping them into 

relevant themes. The findings were then interpreted and discussed to provide comprehensive insights regarding the 

potential and effectiveness of innovative financing strategies for SMEs in navigating financial and economic 

challenges. 

RESULTS 

Crowdfunding as an Effective Alternative Financing Source 

Small and medium-sized enterprises (SMEs) face chronic financing gaps that impede their growth. Traditional banks 

are often reluctant to lend to SMEs due to higher risk, lack of collateral, and regulatory capital constraints. Globally, 

about half of formal SMEs have no access to formal credit, contributing to an estimated $5.2 trillion annual financing 
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gap (Romero Alvarez et al., 2025). In this context, crowdfunding has emerged as a promising alternative financing 

source for SMEs. Crowdfunding platforms match entrepreneurs with many individual investors or backers online, 

enabling new funding models outside of conventional banks and venture capital. are particularly impactful in 

developing countries, offering potential economic development benefits (D'surya, L. F et al.,2025). 

 

This study examines global crowdfunding trends, comparing its outcomes to traditional finance, and breaks down 

the performance of key crowdfunding types – reward-based, equity- based, and peer-to-peer lending – in helping 

SMEs overcome financial barriers. 

 

Global Crowdfunding Trends and SME Adoption 

Crowdfunding has grown into a significant worldwide phenomenon. In regard to the demand of capital, Peer-to-Peer 

(P2P) lending, has been on the rise globally up to 80% in the subsequent years (Deng, 2022; Judge, 2015). Countries 

such as the United States, United Kingdom, China, South Korea, India, and Indonesia attribute up to 50% of their 

nationwide alternative financing to P2P lending (CCAF, 2020 in D'surya, L. F et al.,2025). 

 

Excluding China (which saw a unique boom-and-bust in P2P lending), the global online alternative finance market 

grew from about $89 billion in 2018 to $113 billion in 2020 (CCAF 2021). Even during the COVID-19 pandemic, 

crowdfunding expanded – rising 24% year-on-year in 2020 as businesses and individuals sought flexible funding 

sources. According to Global Market Insights (2024 in D'surya, L. F et al.,2025), the P2P lending market in the United 

States was valued at $209.4 billion in 2023, with projections indicating a potential growth rate of up to 25% in the 

coming years. 

 

Notably, the portion of these funds going to business financing (start-ups and SMEs) has increased sharply. In 2019, 

roughly $35 billion (38% of total volume) was raised for business purposes via alternative finance, and this jumped 

to $53 billion in 2020 (47% of the total) (CCAF 2021). In other words, nearly half of all crowdfunding/alternative 

finance capital in 2020 was funding SMEs, underlining growing SME adoption of these platforms. 

 

 

 

 

 

 

 

 

 

Figure 1: Global alternative finance (crowdfunding) 

market volumes (excluding China), showing total volume 

and the portion used for business (SME) financing. The SME funding portion grew from ~$31 billion in 2018 to $53 

billion in 2020, reaching almost half of the $113 billion raised via online alternative finance in 2020(CCAF 2021). 

Geographically, crowdfunding is a global phenomenon but remains concentrated in a few major markets.  

 

The United States is the single largest market, accounting for about 65% of global volume ~ over $73 billion in 2020, 

followed by the United Kingdom ~$12.6 billion and the rest of Europe~$10 billion (CCAF 2021). Asia- Pacific (ex-

China) and Latin America are smaller but growing markets. The number of crowdfunding campaigns worldwide has 

likewise grown into the millions (CCAF 2021). One report noted over 6.45 million crowdfunding campaigns globally 

in a single year – reflecting widespread uptake by entrepreneurs, small businesses, and creative projects (CCAF 

2021). The average successful crowdfunding campaign raises around $28,656, though this varies widely by platform 

and model (Fundera, 2023). Overall, the industry’s trajectory is strongly upward; by one projection, global 

crowdfunding volumes could approach $300 billion by 2030 if current growth continues (Fundera, 2023). 

 

Despite this growth, crowdfunding still represents a relatively small fraction of total SME financing needs, which are 
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largely served by banks and internal funds. However, its rapid rise demonstrates that crowdfunding is increasingly 

filling gaps left by traditional finance. Each year, more SMEs turn to platforms like Kickstarter, Indiegogo, 

Crowdcube, Funding Circle, and others to fundraise from the “crowd.” Governments and international bodies have 

taken notice – for example, The OECD report (2023) notes that France has a global market share of 0.6% in equity 

crowdfunding, showing significant growth since 2015. This growth has been driven largely by a supportive regulatory 

framework and government initiatives to facilitate access to finance for small and medium-sized enterprises (SMEs). 

Crowdfunding’s resilience through recent macro-economic turbulence (including the pandemic) further underscores 

its emergence as a mainstream alternative financing channel.  

 

Crowdfunding vs. Traditional Financing: Success Rates and Outcomes 

For SMEs, access to traditional financing (bank loans, venture capital, etc.) is often limited. Banks typically approve 

loans only for established firms with collateral and strong credit, leaving many small busineses underserved. Indeed, 

the International Finance Corporation (IFC) report estimates that around 40% of formal SMEs in developing 

countries face financing gaps and about 50% of SMEs worldwide lack access to formal credit from banks (World 

Economic Forum,2024). Equity financing from venture capital is even more selective – global venture capital invests 

hundreds of billions annually, but mainly in a tiny share of high-growth startups, whereas ordinary small businesses 

rarely attract VC funding. This data shows that limited access to formal financing is a global challenge for SMEs, 

especially in developing countries. This is where crowdfunding can make a meaningful difference: it opens financing 

to ventures that might otherwise be overlooked. By leveraging online platforms, SMEs can pitch themideas directly 

to the public – tapping thousands of small investors or backers willing to contribute. 

The “success rate” of obtaining funding through crowdfunding can be high relative to the odds of securing a bank 

loan or VC, provided the campaign is appealing. On Kickstarter (a leading reward-based platform), about 40–42% of 

projects succeed in reaching their funding goal (Beck T, 2007). Across all crowdfunding models and platforms, the 

average campaign success rate is around 22% (AndForecast) (many campaigns never gain traction), but those that 

do succeed demonstrate that a good idea can attract capital from the crowd even if banks said no.  

By contrast, according The Guardian(2025) bank loan approval rates for new small businesses are often well below 

50% (especially for unproven or micro enterprises), and virtually 0% of “ordinary” startups secure VC funding ,since 

VC targets a very select few  (Our Business Ladder, 2025).Thus, while crowdfunding is not a guaranteed ticket – many 

campaigns fail or only raise part of their goal – it at least provides access to a funding opportunity that did not exist 

for most SMEs before. As a World Bank report observes, crowdfunding platforms enable retail investors to fund 

highly innovative or high-risk SMEs that might otherwise fail to raise capital from traditional sources. In one study, 

crowdfunding-backed firms tended to be more innovative ventures that venture funds had overlooked, confirming 

that these platforms complement rather than duplicate traditional financing  (Sarigül, 2021). 

Crowdfunding can also be faster and more flexible. For example, UK fintech startup Monzo raised £1 million from 

crowd investors in just 96 seconds via an online equity crowdfunding round (Startups.co.uk, 2016) – an 

unprecedented speed that no bank loan or VC process could match. Similarly, many small businesses use P2P lending 

platforms to obtain loans in days, versus the weeks or months a bank might take to decide (or ultimately reject) a 

loan application (Odio et al., 2021). Importantly, crowdfunding often does not require the stringent collateral or 

credit history that banks demand. A crowdfunding campaign’s “ask” is based more on the business idea’s merit or the 

entrepreneur’s ability to excite backers, rather than on assets or balance sheet strength. This allows new startups, 

creative projects, and SMEs in developing markets to access capital based on potential and community support. This 

evidence shows how crowdfunding can be a fast and effective financing alternative for startups, compared to the 

process of bank loan approval or venture capital funding which usually takes longer. 

 

That said, crowdfunding is not without challenges or risk. Backers and investors can lose money if the venture fails; 

for lenders on P2P platforms, SME default risk is a concern. Regulatory safeguards are still evolving – authorities 

aim to balance investor protection with allowing easy access to capital. Nonetheless, the evidence so far indicates that 

crowdfunding has materially expanded the financing options for SMEs. As much as 30% of businesses funded on P2P 
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lending platforms are “underbanked” customers who likely would not obtain sufficient financing from banks  

(CCAF,2021). Although SMEs often face challenges in obtaining bank loans due to lack of collateral or credit history, 

crowdfunding offers a more accessible alternative financing route (Eldridge D et al 2021). In summary, while a bank 

loan may still be the cheapest capital for a qualifying SME, crowdfunding offers an alternative path when traditional 

financing is unavailable or too slow. For many entrepreneurs, it serves as a vital lifeline to launch products, prove 

markets, and grow their business when no other investors would bet on them. Crowdfunding has thus proven effective 

at reaching underserved SMEs and channelling capital to them, albeit on a smaller scale relative to banks. 

 

Types of Crowdfunding and Their Performance for SMEs 

Crowdfunding is not monolithic – it encompasses several distinct models, each with its own dynamics and suitability 

for SME financing. According Adhami, S et al (2023), base to the funding offered by the crowdfunding platform, 

crowdfunding consists of four categories, namely: reward crowdfunding, drebt crowdfunding, equity crowdfunding, 

and donation crowdfunding. The table below summarizes the three main types of crowdfunding models commonly 

used by MSMEs: 

Crowdfunding 

Model 

Global Volume & 

Growth 
Typical Use by SMEs Notable Example 

Reward-Based 

(non-equity) 

Moderate scale 

(approx. ~$1 billion 

annually; projected 

~$1.05 billion in 

2025); steady growth 

but smaller than other 

models 

Pre-selling products or 

creative offerings to raise seed 

funds without debt or equity 

dilution. Great for product 

launches, creative projects, 

market testing 

Oculus Rift VR headset 

raised $2.4 million on 

Kickstarter in 2012, 

validating the product and 

attracting later investors. 

Equity Crowdfunding 

(crowdinvesting) 

Still small (~$2 billion 

globally in 2020) but 

rising fast (e.g. 14× 

growth in France 

2015–2022). 

Increasing 

institutionalization 

and new regulations 

fueling growth 

Raising expansion capital 

from the crowd in exchange 

for equity (ownership shares). 

Used by startups and growth-

oriented SMEs as an 

alternative to venture capital 

or angel investors 

Monzo (UK fintech) raised 

£1 million from 1,861 

investors in 96 seconds 

(2016). Craft brewer 

BrewDog raised over $97 

million from 145,000 crowd 

investors since 2009, 

fueling its global expansion. 

Peer-to-Peer (P2P) 

Lending (debt 

crowdfunding) 

Largest segment by far 

– tens of billions USD 

annually. Over $50 

billion lent to SMEs 

globally via 

P2P/marketplace 

lending in 2020. 

Strong growth; now a 

significant share of 

SME lending in some 

markets 

Business loans funded by 

individual and institutional 

lenders through online 

platforms. 

Used for working capital, 

expansion loans, invoice 

financing, etc., often when 

SMEs can’t get sufficient bank 

credit 

Funding Circle (UK-based 

P2P platform) has 

facilitated £13.7 billion in 

loans to ~135,000 small 

businesses as of 2022. In 

emerging markets, 

platforms like Indonesia’s 

Mekar and India’s online 

SME lending marketplaces 

have each financed SME 

loans in the order of $1– 

2 billion+. 

 

Reward-Based Crowdfunding 

Reward crowdfunding, in this type investors who buy shares get non-financial returns. The greater the reward 

received, the greater the funds donated. The advantage for business people is that the cost for rewards is not 

expensive. Generally to fund creative projects and use a tiered system (Adhami, S et al, 2023),. For SMEs and startup 

founders, reward crowdfunding is a way to raise funds without giving up equity or incurring debt. It essentially 
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functions as a pre-order system: customers pledge money to help build a new product, and in return they expect to 

receive the product once it’s made. This can be ideal for creative ventures, product designers, games, gadgets, and 

artistic projects that have enthusiastic communities. It allows founders to test market demand – if the crowd isn’t 

willing to back the idea, that may signal weak demand; if it is, the campaign not only raises capital but also creates a 

base of early customers. 

 

The performance of reward crowdfunding for SMEs has been notable in many high-profile cases. Many startups have 

launched successfully through reward-based campaigns. Oculus VR (developer of the Oculus Rift virtual reality 

headset) is a famous example: the company raised $2.4 million on Kickstarter in 2012 (far above its $250k goal) to 

develop its prototype, which helped attract attention and later venture capital funding. Oculus was eventually 

acquired by Facebook for $2 billion, illustrating how reward crowdfunding can propel a garage project to a large-

scale enterprise. Another example is Pebble Technology, which raised $10 million on Kickstarter to produce the 

Pebble smartwatch in 2013 (one of the biggest campaigns at the time), enabling the company to grow in the nascent 

wearable tech market. These success stories highlight the ability of reward crowdfunding to overcome the initial 

funding barrier for innovative products that traditional investors might consider too risky or early-stage. 

 

In aggregate, reward-based crowdfunding volumes are modest relative to lending or equity models – on the order of 

hundreds of millions to about $1 billion per year globally. The average successful reward campaign is small (tens of 

thousands of dollars). But the impact per dollar can be large: these are seed funds that often make the difference 

between a project happening or not. Growth trends for reward crowdfunding show steady expansion internationally, 

though not explosive. Many countries have local platforms for community projects and creative works. Notably, 

reward crowdfunding also saw increased usage during COVID lockdowns for creative endeavors and small businesses 

pivoting to online sales. Campaign success rates on reward platforms vary by category – technology and design 

projects can be tougher (large goals, complex delivery) whereas art and gaming projects often see higher success. On 

Kickstarter the overall success rate is ~42%, but this ranges from ~30% in tech to >60% in some publishing or music 

categories (Kickstarter, 2015). A key determinant is project preparation and marketing – campaigns with compelling 

videos and frequent updates significantly outperform others, according Fundera (2020) they raised 105% more funds  

From the SME perspective, one challenge of reward crowdfunding is ensuring delivery of the promised product; 

.delays or failures can damage the business’s reputation (studies of Ethan Mollick (2015) show ~9% of Kickstarter 

projects ultimately fail to deliver rewards). Nonetheless, reward crowdfunding has lowered barriers to entry for 

countless entrepreneurs, creating a new avenue to bootstrap innovative products and cultivate a loyal customer 

community from day one. 

 

Equity Crowdfunding 

Equity crowdfunding, where investors will get a return in the form of a small number of shares from business people. 

This type is suitable for business people who are focused on growth (Adhami, S et al, 2023). Equity crowdfunding 

involves selling a stake in the company (shares or equity) to investors via an online platform. This model is sometimes 

called crowdinvesting or investment crowdfunding. Platforms such as Crowdcube and Seedrs (UK), Republic and 

StartEngine (USA), and global sites like OurCrowd have enabled this practice under varying regulatory frameworks. 

For SMEs, equity crowdfunding is an alternative to raising venture capital or angel investment. Instead of pitching a 

few wealthy investors for large checks, the entrepreneur can pitch to thousands of retail investors who each invest 

smaller amounts (e.g. $100–$1000). In return, those investors receive an equity ownership slice and hope to profit 

if the company grows. This democratizes access to early stage investing and has opened startup investment to the 

public in many countries. 

 

Global equity crowdfunding volume is growing rapidly, though it remains a fraction of overall SME equity needs. 

According to the Cambridge Centre for Alternative Finance CAAF (2021), equity-based crowdfunding platforms 

facilitateed about $2 billion globally in 2020. This was a tiny fraction (<1%) of the venture capital industry by funding 

volume, but the gap is closing gradually. In country after country, equity crowdfunding has gone from virtually zero 

a decade ago to a meaningful chunk of seed-stage financing today. For example, France saw its annual equity 

crowdfunding volume multiply 14-fold between 2015 and 2022 (Mazars and Financement Participatif France ,2022). 
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The UK – an early adopter – now routinely funds hundreds of companies each year through equity crowdfunding, 

alongside traditional angel/VC deals. Regulatory changes have been key: many jurisdictions introduced tailored rules 

around 2015–2018 to legalize equity crowdfunding (with investor protection measures), enabling this market to take 

off. 

 

The success rates and outcomes of equity crowdfunding campaigns tend to differ from reward crowdfunding. Equity 

rounds typically seek larger sums (often hundreds of thousands to a few million dollars). A campaign will succeed 

only if a large enough crowd (or a few big investors in the crowd) invest to meet the target. Data suggests a significant 

proportion of equity offerings do reach their target on leading platforms, but exact success rates vary. The presence 

of a lead investor or institutional co-investor often boosts crowd confidence. Some high-profile successes include tech 

startup Monzo, which not only raised £1 million in 96 seconds in 2016, but went on to raise £20 million from 36,000 

crowd investors in 2018 (one of the largest equity crowdfunding rounds) and later became a unicorn 

bank(Cityam.com ,2018). Similarly, brewery BrewDog ran multiple “Equity for Punks” crowdfunding rounds starting 

in 2009 when banks wouldn’t finance its expansion – over a decade, BrewDog amassed more than $97 million from 

over 145,000 retail investors to grow from a small Scottish craft brewer into a global brand (Craft brewing business 

(2020). These examples show that equity crowdfunding can mobilize vast pools of capital for SMEs by leveraging 

community ownership. Many investors are motivated not just by financial return but also by passion for the product 

or mission – effectively becoming brand ambassadors. 

 

From an SME perspective, equity crowdfunding’s advantages include access to funding without debt payments, the 

creation of a large loyal shareholder base, and publicity. A successful campaign validates the market (hundreds of 

people believe in the product enough to invest) and often draws media attention, which can further attract customers 

or follow-on investors. However, giving equity to potentially thousands of shareholders come with governance and 

administrative complexity. Companies must comply with securities regulations, provide disclosures, and often 

perform ongoing reporting to these new shareholders. There is also the risk of overvaluation or hype – some 

crowdfunding-funded startups struggle to live up to investors’ high expectations, and unlike VCs, the crowd may be 

less able to provide mentorship or additional rounds of funding. It remains an open question how firms that raise via 

the crowd perform in the long term; early research indicates these firms are indeed often those that had difficulty 

raising capital conventionally (due to high risk or unproven ideas). Many subsequently seek follow-on funding from 

institutional investors, with mixed success. Nonetheless, equity crowdfunding has clearly established itself as a viable 

route for entrepreneurial SMEs to obtain growth capital, particularly in countries like the UK, EU, and increasingly 

the US (after the 2016 JOBS Act and subsequent rule updates expanded equity crowdfunding limits). As platforms 

and regulations mature, more SMEs globally are expected to tap equity crowdfunding – unlocking funding from “the 

crowd” as an engine of innovation and business growth. 

 

Peer-to-Peer Lending (Debt Crowdfunding) 

Debt crowdfunding, in this type investors will get a return in the form of interest. The advantage of this funding is 

that business people get a source of funding that is cheaper than bank interest, it is easier to get support because 

investors get a return. However, this debt crowdfunding business should have revenue, to bear the fixed burden 

(Adhami, S et al, 2023). 

Peer-to-peer lending, or debt crowdfunding, is the largest and most mature segment of the crowdfunding universe in 

terms of capital volume. In P2P lending, borrowers (including SMEs) receive loans funded by individuals or 

institutional investors through an online platform, rather than from a traditional bank. Major P2P business lending 

platforms include Funding Circle (UK), LendingClub (US, though now focused on other models), Mintos (EU), and 

numerous others across the world. There are also P2P consumer loans, but here we focus on business lending to 

SMEs. For SMEs, P2P lending provides an alternative source of debt finance that can often be obtained faster, with 

more flexible criteria, than bank loans. Investors (lenders) on these platforms earn interest as the SMEs repay the 

loans over time. 

 

By scale, P2P lending dwarfs other crowdfunding models. Globally, marketplace lending to businesses and consumers 

accounts for most of the online alternative finance volume. In 2019, for example, P2P consumer lending alone was 
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about $33.6 billion (37% of global volume) and P2P business lending (together with similar direct lending models) 

comprised a comparable share (CCAF,2021). In 2020, over $34.7 billion in consumer loans and tens of billions in 

business loans were funded via these platforms (CCAF,2021). If we focus on SME lending, an estimated $50+ billion 

was provided to SMEs via P2P and crowdfunding-based lending in 2020, a figure that has likely grown further in 

2021–2024. In some countries, P2P lenders have become a significant part of the SME finance ecosystem. For 

instance,  in the United Kingdom, Funding Circle alone has lent over £13.7 billion to 100,000+ SMEs since 2010, 

making it one of the largest SME lenders in the country (Funding Circle,2024). In the United States, online lenders 

(including P2P and hybrid models) ramped up lending especially during periods when banks pulled back – in 2020, 

U.S. alternative lenders played a role in disbursing emergency small business loans (e.g., Paycheck Protection 

Program loans) which boosted their volume. According Bloomberg (2016), P2P lending In China had a dramatic rise 

(hundreds of billions per year by the mid-2010s) followed by a government crackdown that virtually shut down the 

sector by 2020 – excluding China, P2P lending has continued to grow strongly elsewhere. 

 

The appeal of P2P lending for SMEs lies in its efficiency and accessibility. These platforms use digital applications, 

automated credit scoring (sometimes using alternative data), and investor bidding to process loans much faster than 

traditional banks. An SME with a decent credit profile can often secure a loan in days or weeks through P2P sites, 

whereas banks might require lengthy paperwork and still deny the loan. Moreover, P2P platforms are willing to fund 

smaller loans or slightly riskier borrowers than banks. Some SMEs that receive P2P business loans fall into the 

“underbanked” category. – they had limited access to bank financing – highlighting how P2P lending channels capital 

to businesses that might otherwise be left out. For example, in India a government-enabled digital lending 

marketplace has crowded in $1.9 billion of private financing for MSMEs, making it the largest online SME lender in 

that country (Worldbank,2015). The success of this platform shows how government initiatives in leveraging digital 

technologies can significantly improve access to finance for MSMEs, which are the backbone of the Indian economy. 

Similarly, various developing markets in Southeast Asia, Latin America, and Africa have seen a rise of P2P lending 

platforms targeting the SME credit gap often ignored by banks. 

 

Investor appetite drives the P2P lending market. Initially, these loans were funded mostly by retail investors drawn 

by attractive interest rates (often 5–15% returns). In recent years, institutional investors (funds, asset managers) have 

poured money into P2P loans, significantly increasing available capital. In 2020, an estimated 42% of global 

alternative finance volume was funded by institutions buying loans on platforms (CCAF,2021). This has benefits and 

drawbacks: it brings more funding for SMEs but also means the “peer- to-peer” aspect is sometimes less pronounced 

(it can be more “peer-to-Fund”). Nonetheless, the core model remains an efficient conduit from those with capital to 

those who need loans. Default rates on SME loans via P2P vary by platform and credit grade, but platforms report 

figures comparable to traditional SME lending portfolios, thanks to credit scoring and diversification. During 

economic downturns, higher defaults can occur, but many platforms have proved resilient by tightening credit 

standards. 

 

For SMEs, the performance of P2P loans as a financing tool has been positive in bridging short-term funding needs. 

Many small businesses use these loans to purchase inventory, buy new equipment, or hire staff to capitalize on growth 

opportunities – things they might have missed waiting for a bank. The cost of P2P loans (interest rate) is generally a 

bit higher than prime bank loans, reflecting higher risk, but often lower than credit cards or other informal sources. 

Case studies abound of SMEs that have grown significantly after obtaining crucial loans from P2P platforms. For 

example, a small manufacturer might obtain a $50k loan on a platform to fulfill a large order, then repay it and come 

back for a larger loan as the business expands – effectively using the platform as a scalable financing partner. In the 

UK, a government study found that companies turned to Funding Circle and similar platforms largely because they 

were declined by banks or found banks too slow, and afterward these companies reported higher growth rates on 

average than their peers (suggesting the loans had a positive impact). P2P lending has thus established itself as a vital 

alternative source of debt finance for SMEs, introducing competition into a segment long dominated by banks. 

Donation crowdfunding 

Donation crowdfunding, this type is designed for charity or social projects, and usually there is no reward for 

investors (Adhami, S et al , 2023). 
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Overcoming Financial Barriers: Impact and Case Examples 

Crowdfunding in its various forms has helped reduce the financial barriers for SMEs across the globe. By leveraging 

the reach of the internet and the “wisdom of the crowd,” even small firms in remote locations or those with 

unorthodox ideas can access funding. This has several notable impacts: 

• Filling the Credit Gap: The global SME financing gap of $5+ trillion cannot be met by banks alone (International 

Finance Corporation (2024). Crowdfunding is filling portions of this gap. Millions of dollars flow to SMEs that 

simply would not qualify for bank loans. For instance, during a credit crunch when banks tightened lending, 

platforms like Funding Circle in the UK continued lending to small businesses, preventing a wave of business 

closures (Oxford Economics,2024). Similarly, in emerging markets, fintech lending platforms are providing first- 

time formal loans to thousands of small enterprises. The World Bank describes crowdfunding as “innovative 

models of new financing” that provide funds to businesses who cannot get them from traditional sources, thereby 

improving financial inclusion. Each successful campaign or loan means one more business had a chance to grow 

that it otherwise wouldn’t. 

• Speed and Efficiency: Time is often a barrier – business opportunities can vanish if financing is too slow. 

Crowdfunding’s speed has helped SMEs seize opportunities. The case of Monzo (raising needed capital in 

minutes) allowed a fast-growing startup to accelerate its launch. Another example: a small producer that 

suddenly gets high demand might quickly raise funds on a crowdfunding marketplace to ramp up production, 

whereas a bank loan might come too late. During the COVID-19 crisis, many small restaurants, shops, and 

creative enterprises turned to GoFundMe or local crowdfunding to stay afloat when their revenues crashed – 

effectively using crowdfunding as emergency finance when banks were overwhelmed with loan applications. The 

agility of crowdfunding has been a lifeline in such situations. 

• Global Investor Pool & Community Building: Crowdfunding allows SMEs to tap not just local banks or investors, 

but a global pool of backers. A tech gadget made in Ukraine or Nigeria can attract supporters from North America, 

Europe, Asia on Kickstarter. This global reach means niche products can find their audience and funding. It also 

means diaspora communities can support businesses in their home countries via crowdfunding. The community 

aspect – where backers feel emotionally invested in the success of the business – can turn customers into 

champions. Companies like BrewDog cultivated a worldwide community of 200k “Equity Punk” investors, many 

of whom promote the brand to friends, becoming an army of voluntary marketers in addition to providers of 

capital (Brewdog, 2024). This dual benefit (capital + loyal community) is unique to crowdfunding and helps 

SMEs not only get funded but also gain a customer base. 

• Lowering the Cost of Fundraising: Traditionally, reaching many small investors would be prohibitively expensive 

(legal and marketing costs). Crowdfunding platforms streamline this, making it cost-effective for an SME to raise, 

say, $500k from a thousand people. Platforms handle payment processing, legal compliance (in the case of 

equity, they often create nominee structures to pool investors), and provide a ready-made web infrastructure. 

While platforms charge fees (usually 5-7% of funds raised for reward/equity; loan platforms earn interest 

spreads), it is often cheaper and easier than the effort of pitching dozens of individual investors or applying to 

many banks. Moreover, many campaigns raise not just money but also post-campaign support – e.g. feedback 

from backers, introductions, etc., which can be invaluable intangible benefits. 

• Notable Case Examples: Beyond Oculus, Monzo, and BrewDog already mentioned, there are many other cases: 

Gravity Light, a startup producing low-cost gravity-powered lamps for off-grid communities, raised funds via 

crowdfunding to manufacture and distribute its product in developing countries, thereby also achieving social 

impact (Techexplorist, 2017). MPOWERD, maker of Luci inflatable solar lights, used Kickstarter to fund its early 

production and has now provided affordable lights to millions (including through NGO partnerships) – a social 

enterprise scaling through crowdfunding (Forbes, 2014). Stories like these repeats globally – a Peruvian artisan 

collective funding via a crowdfunding site to buy new looms, a Kenyan agri- business raising crowdfunded loans 

to install a solar-powered irrigation system, etc (IWMI ,2025). Each illustrates how crowdfunding can surmount 

specific financial hurdles: lack of collateral, investor bias against unproven ideas, or simply the absence of local 

funding channels. 
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It’s important to note that crowdfunding is a complement to, not a replacement for, traditional SME finance. Bank 

loans still offer larger volumes at lower rates for those SMEs that can get them, and venture capital brings mentorship 

and networks that the crowd cannot. But for the vast swath of underserved SMEs, crowdfunding has opened a crucial 

new door. By democratizing finance, it empowers entrepreneurs anywhere to directly appeal to the public for backing. 

This has introduced a healthy disruptiveness into the finance landscape – pushing banks to innovate (some banks 

have launched their own online lending or referral programs to co-exist with crowdfunding) and giving policymakers 

a new tool to bolster SME financing. Governments are increasingly looking at crowdfunding as part of the solution 

to the SME finance gap; for example, the European Union enacted a harmonized regulation in 2021 to facilitate cross-

border crowdfunding, and the World Bank has run programs to build crowdfunding capacity in developing countries.  

 

Peer-to-Peer Lending and Enhanced Financial Access 

Another critical finding indicates the increasing relevance of peer-to-peer (P2P) lending platforms as significant 

avenues for SME financing, effectively bridging the funding gap between SMEs and institutional credit providers 

(Muriithi, 2017). P2P lending allows SMEs to obtain funding rapidly without stringent collateral demands typical of 

traditional banks, thus addressing one of SMEs' most substantial financing barriers (Naradda Gamage et al., 2020). 

However, successful utilization of P2P lending relies heavily on SMEs' transparency, credible credit ratings, and 

effective risk management practices (Beck T, 2013). Therefore, it is essential for SMEs to adopt rigorous financial 

discipline and transparent reporting to sustain credibility and investor confidence on P2P platforms (Karadag, 2015). 

 

Supply Chain Financing for Enhanced SME Resilience 

Supply chain financing (SCF) is identified as another crucial innovative financing solution, significantly 

strengthening SMEs’ financial stability and resilience (Brancati, 2015). By optimizing cash flows across the supply 

chain, SCF effectively reduces working capital constraints and enhances liquidity for SMEs (Yoshino & Taghizadeh 

Hesary, 2016). Research consistently shows that SMEs integrating supply chain financing demonstrate improved 

relationships with their business partners and significantly reduced vulnerability to supply chain disruptions and 

financial shocks (Pu et al., 2021). However, the effectiveness of SCF depends significantly on robust partnerships, 

transparent transactions, and technology integration to ensure smooth and timely financial settlements (Ibrahim, 

PA, 2018). 

 

Fintech-Based Solutions as Drivers of SME Growth 

Fintech-based solutions are increasingly recognized as transformative tools in addressing SMEs’ economic and 

financial challenges, particularly due to their agility, speed, and capacity to integrate innovative financial services 

(Kelmendi, V (2023).  

  

Fintech companies offer tailored financial products, such as digital lending platforms, automated credit scoring 

systems, and real-time financial management tools, enhancing SMEs’ access to affordable and efficient financing 

(Gbandi & Amissah, 2014). SMEs adopting fintech solutions have reported significant improvements in operational 

efficiency, risk management capabilities, and financial decision-making quality (Lee et al., 2015). Nevertheless, 

effective adoption of fintech requires significant improvements in SMEs' digital literacy, cybersecurity measures, and 

regulatory compliance (Abbasi et al., 2017). 

 

Implications of Creative Financing Strategies 

The findings suggest significant practical implications for SMEs, policymakers, and financial institutions. SMEs are 

encouraged to diversify their financing sources beyond traditional banks by strategically adopting creative financing 

mechanisms aligned with their specific needs and capacities. Policymakers need to support the development of robust 

regulatory frameworks and financial literacy programs to enhance SME participation in alternative financing 

channels (Wansi & Burrell, 2023). Financial institutions should collaborate with fintech providers to innovate 

services tailored specifically for SMEs, further promoting financial inclusion, stability, and sustainable economic 

growth (Sawitri, 2023). 
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CONCLUSION 

Crowdfunding has proven to be an effective alternative financing source for SMEs on a global scale. In the past 

decade, it has evolved from a novel idea into a multi-billion dollar funding ecosystem that continues to grow and 

mature. Recent data show robust trends: billions of dollars are raised via crowdfunding annually with double-digit 

growth rates, and a significant share of this capital is flowing to SMEs that need it most. Compared to traditional 

financing, crowdfunding offers accessible, flexible funding with success often determined by the merit of the idea and 

the entrepreneur’s ability to rally support, rather than by collateral or credit history. Across reward-based, equity, 

and P2P lending models, crowdfunding has enabled SMEs to launch products, expand operations, and bridge 

liquidity needs in ways that were not previously possible. It has also fostered innovation and inclusion – funding 

inventive ideas and diverse entrepreneurs around the world, and allowing everyday people to participate in financing 

growth businesses. 

However, crowdfunding is not a panacea. Campaigns require effort and marketing savvy, and many do not reach 

their targets. Investors and backers take on risk, and regulatory oversight is crucial to protect against fraud and 

ensure transparency. The crowdfunding industry itself has faced growing pains, from platform failures to evolving 

laws, but it has shown resilience and an ability to adapt. Going forward, experts project continued expansion of 

crowdfunding, interwoven with traditional finance. Hybrid models are emerging (e.g. institutional investors co-

investing with the crowd; platforms partnering with banks to fund loans), which could further solidify crowdfunding’s 

role in SME finance. 

In conclusion, crowdfunding has firmly established itself as a viable and effective alternative financing avenue for 

SMEs worldwide, especially for those underserved by conventional channels. By leveraging technology and the 

collective power of individuals, it helps level the playing field for entrepreneurs seeking capital. As more data and 

experience accumulate, the understanding of best practices is improving, which should increase success rates and 

outcomes for SME crowdfunding campaigns. With supportive regulatory frameworks and growing awareness, 

crowdfunding is poised to remain a dynamic segment of SME finance – one that empowers innovation, fuels business 

growth, and helps entrepreneurs turn their visions into reality with the backing of the global crowd. 
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