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ABSTRACT

Crowdfunding has become an established method of entrepreneurial finance. Despite the growing body of literature
in this field, limited research has investigated the impact of macroeconomic variables on crowdfunding activity. This
study provides a theoretical framework, developed through an extensive review of the existing literature, to
examine the relationship between macroeconomic conditions and crowdfunding. The analysis identifies key
macroeconomic factors, such as employment, inflation, interest rates, economic uncertainty, and the business and
credit cycles, as significant determinants of crowdfunding dynamics. Notably, crowdfunding exhibits a unique
responsiveness to macroeconomic conditions in comparison to traditional financial instruments. Furthermore,
evidence suggests a bidirectional relationship, wherein crowdfunding also exerts measurable effects on
macroeconomic conditions, an aspect conceptually outlined and discussed in the later sections of the paper. The
findings underscore the critical role of the macroeconomic environment in shaping crowdfunding patterns and
outcomes. This study contributes to the theoretical understanding of the intersection between macroeconomic and
alternative finance, and it offers structured directions for future research. Overall, the study serves as a reference
point for scholars and practitioners seeking a comprehensive synthesis of current knowledge on the
macroeconomic dimensions of crowdfunding.
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1. Introduction

The 2008 global financial crisis had significant consequences, particularly in depleting investment capital for
small and medium-sized enterprises, and as a result, accessing capital or bank loans became exceedingly difficult in
the post-crisis period (Best & Neiss, 2014). Various crowdfunding platforms were established shortly after,
including the well-known representatives Indiegogo and Kickstarter (Y. Zhao et al,, 2019). The purpose was to assist
projects in raising funds. The concept seemed promising and more platforms followed, especially debt and equity-
based platforms, which were legalized in 2012 by the Obama Administration and the JOBS Act (Best & Neiss, 2014;
Y. Zhao et al.,, 2019), to revive the small business sector (Alpert, 2022). During this period, crowdfunding gained a
lot of attention as a potential solution for addressing financial challenges (Nilssen, 2014). Since then, crowdfunding
has experienced a renaissance, which shows in strong growth rates over the years (Dushnitsky & Zunino, 2018;
Lehner et al,, 2015; Rau, 2020; Ziegler et al., 2020) and a big market volumel. For example, Kickstarter alone, a well-
known platform, has raised over $8.3 billion for projects since its inception, with approximately 276,000
successfully funded projects (Kickstarter, 2025)2. And although it has not yet reached the same volume as traditional
financial markets (Dragonetti & Weiss, 2016), it has become a well-established phenomenon in the field of
entrepreneurial finance (Block et al., 2018; Hsieh & Vu, 2021) despite the fact that it represents a relatively new
phenomenon within this field (Dushnitsky & Zunino, 2018). According to Ziegler et al. (2020), it is likely that the
crowdfunding industry maintains momentum due to the potential for growth in many markets, particularly in
developing and emerging markets. One potential explanation for the expansion of crowdfunding is the impact of the
Internet, which has significantly increased the visibility and accessibility of crowdfunding platforms, thereby
reducing transaction costs for those engaged in such endeavors (Ryu, 2020).

Although the majority of early news articles were highly positive, with many portraying crowdfunding as a
catch-all solution for small-business funding challenges (Nilssen, 2014), the reality is that it has a relatively low
success rate, resulting in most campaigns failing (McKinley, 2024). Since financing is a crucial prerequisite for
entrepreneurial activities (Becker & Peppmeier, 2022), the considerable failure rate presents a substantial obstacle
for those engaged in such activities. As the significance of crowdfunding has grown in recent years, the literature on
crowdfunding has also experienced a notable expansion from 2010 to 2023 (Aziz et al., 2023). According to Shneor
and Vik (2020), who conducted a comprehensive literature review of 88 academic papers published between 2010
and 2017, the majority of research is primarily based on the theories of signaling, social capital, and elaboration
likelihood. As Hsieh and Vu (2021) assert, the majority of research into the dynamics and determinants of
crowdfunding success has concentrated on project-related factors and the roles of participants within
crowdfunding platforms. In their literary studies, Jaki et al. (2022) and Kaartemo (2017) identify the following
categories of drivers that influence crowdfunding success: campaign-related factors (Jaki et al., 2022; Kaartemo,
2017), crowdfunder-/fund-seeker-related factors (Jaki et al., 2022; Kaartemo, 2017), platform-specific elements
(Kaartemo, 2017), the initiators' network potential and the manner of communication on the platform (Jaki et al.,
2022). In essence, the objective of the majority of studies is to identify and analyze variables that can be directly
influenced by the participating parties in the context of crowdfunding. In contrast, broader macro-environmental
influences that cannot be controlled are not fully captured (Jaki et al., 2022). Specifically, limited research has
examined the role of macroeconomic factors in determining crowdfunding success (Hsieh & Vu, 2021).
Consequently, a significant research gap persists in this field.

Crowdfunding emerged during a time of significant economic uncertainty, particularly following the 2008
financial crisis (Hsieh & Vu, 2021). Research has established a connection between uncertainty and crowdfunding

1 The total market volume of crowdfunding is dependent on the source; therefore, no precise figures are provided here. To gain insight
into the significance of crowdfunding, the case of Kickstarter is employed as a point of reference.
2 Asof April 2, 2025.
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dynamics, highlighting various types of risks that can influence funding behavior. For instance, economic policy
uncertainty (Hsieh & Vu, 2021) and geopolitical risks (Alsagr et al, 2023) have been shown to influence
crowdfunding. Furthermore, both the 2007-2008 financial crisis (Harrison & Baldock, 2015; D. Wille et al., 2017)
and the COVID-19 pandemic (Chandler et al., 2021; Gama et al., 2023; Igra et al., 2021; Imam Wahjono et al., 2023;
Liu et al., 2022) have demonstrated implications for the role of crowdfunding in business financing, the parties
involved in crowdfunding, and the crowdfunding performance. Given these insights, it is reasonable to infer that
macroeconomic factors are closely connected to crowdfunding dynamics. As both consumers and businesses are
affected by macroeconomic factors (Burda & Wyplosz, 2013), it is crucial to understand the relationship between
these factors and crowdfunding.

This study contributes to the field of crowdfunding research by making three key contributions: (1) the
development of a comprehensive theoretical framework, which, based on the authors’ best knowledge, is the first
to systematically link macroeconomic factors to crowdfunding dynamics; (2) the synthesis of disparate empirical
findings on major macroeconomic variables (unemployment, inflation, economic uncertainty, interest rates), as well
as emerging evidence on how crowdfunding itself influences macroeconomic conditions, thereby positioning this
study as a valuable reference point; and (3) the proposal of a structured future research agenda that addresses
identified gaps and guides further interdisciplinary exploration.

By integrating these contributions, the study enhances the understanding of how broader macroeconomic
conditions influence crowdfunding outcomes. This deeper conceptualization advances theoretical development
within the literature and provides practical insights for entrepreneurs, clarifying how economic environments affect
access to financing. In addition, it offers potential indirect implications for policymakers, particularly in light of the
feedback effects that crowdfunding activity has on the wider economy.

The paper is structured as follows: the methodology is outlined first, followed by a literature review and the
development of a theoretical framework. This is followed by a discussion of key findings, an examination of future
research directions, and a conclusion summarizing the study’s contributions.

2. Methodology

First, this study undertakes a literature review in order to identify and analyze the key findings on the topic
and to uncover research gaps. As Solis (2022) notes, a literature review is a form of review that is less systematic
and formal than the systematic review and previous works are qualitatively summarized and evaluated without a
formal, explicit method. Although this approach is inherently less transparent and carries a greater risk of bias than
systematic reviews (Solis, 2022), it offers the advantage of being less time-intensive (Solis, 2022). To mitigate
potential biases, this study was conducted with rigor and adherence to academic standards, focusing on reputable
academic sources, including journals, books, and working papers. These sources were searched in Google Scholar,
Scopus, ResearchGate, and cross-referenced with articles cited within the initial search results. In order to ensure
the robustness and relevance of the knowledge base, studies published prior to 2025 were considered. The primary

search term3 employed were "crowdfunding,” "macroeconomic,” "uncertainty,” "crisis,” "macroeconomic variables,"
"framework," and "regulation." The objective was to encompass a range of perspectives on the nexus of these
domains. This resulted in an overview of previous research regarding crowdfunding in general, macroeconomic
dynamics for the context of crowdfunding, and existing frameworks of crowdfunding, which served as a foundation
for the development of a novel framework. Despite the thorough effort invested, this review does not offer a
complete overview due to the inclusion of only English- and German-language publications and the challenge of

capturing all relevant studies within the vast body of research.

3 The search terms were used both individually and in various combinations to ensure comprehensive coverage of the topic.
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Second, this study develops a theoretical framework. As there is no universally accepted definition of a
framework, it can be understood as a tool designed to facilitate connections and communicate core concepts within
a field (Partelow, 2023). Partelow (2023) points out the insufficient discussion surrounding the attributes of an
effective framework and the methods for applying them in ways that deliver integrative value to the wider scholarly
community. To ensure value creation in framework development, this study loosely follows the mediating process
and guiding points outlined by Partelow (2023), which facilitate the systematic creation and application of
frameworks aligned with broader theoretical and practical goals. In particular, the development of the framework
in this study is informed by the guiding points presented by Partelow (2023), which recommend: (1) clarifying
the framework’s positioning, including who developed it, the researchers’ underlying values, the research questions
addressed, and the disciplinary context; (2) articulating the framework’s purpose, including the paradigms, theories,
or models it contributes to; (3) detailing the framework’s components and their relationships, along with how they
were derived; (4) outlining its potential applications; and (5) explaining the framework’s novelty and added value
in comparison to existing approaches. For further details, see Partelow (2023).

3. Literature review

This chapter provides an overview of the existing literature on crowdfunding, divided into two subsections.
Subsection 1 provides an overview of crowdfunding as a financial instrument, outlining its basic characteristics and
offering a foundational understanding of its underlying mechanisms. Subsection 2 reviews existing crowdfunding
frameworks.

3.1. Overview of Crowdfunding

Crowdfunding can be defined as the act of seeking financial support from the general public, typically through
online platforms, where contributors can receive rewards, voting privileges, or choose to donate (Gierczak et al.,
2016; Ordanini et al., 2011; Scholz, 2015; Schwienbacher & Larralde, 2010; Steinberg & DeMaria, 2012). A key
feature is the participation of many individuals who contribute small amounts of money (Belleflamme et al., 2014;
Lehner, 2013), often from the general public, including non-traditional investors. This sets crowdfunding apart from
established financial forms like venture capital (Ryu, 2020). The crowdfunding process consists of three key parties:
the creators seeking funding, the crowd acting as investors+4, and the crowdfunding platforms. Crowdfunding
platforms operate as two-sided markets, facilitating connections between founders and potential investors
(Belleflamme et al., 2014; Ryu, 2020). Consequently, they serve as intermediaries in this process. According to Ryu
(2020), crowdfunding platforms do not directly oversee transactions between creators and contributors, but rather
enable them by providing communication tools and payment systems. Ryu (2020) also highlights the strong cross-
network externality present in this dynamic, where the size and quality of one group significantly influence the
participation and engagement of the other. The transaction mechanisms employed by different platforms vary. A
distinction is drawn between the "all-or-nothing" and the "keep-what-you-get" concepts (Giinther & Riethmiiller,
2020). In the first case, which is the most prevalent among platforms, the campaign founders are permitted to retain
the funds only if they succeed in reaching or exceeding the specified funding target (Glinther & Riethmiiller, 2020;
Ryu, 2020). This is designed to safeguard the interests of the investors from the potential consequences of
undercapitalization (Giinther & Riethmdiller, 2020). In the second case, the platform allows the campaign founders
to retain all funds, regardless of whether the targeted amount has been reached (Giinther & Riethmiiller, 2020; Ryu,
2020). The four main types of crowdfunding are lending-based, equity-based, donation-based, and reward-based

4 To ensure consistency in terminology, the crowd, also referred to as backers, will hereafter be referred to as investors throughout the
text.
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(Giinther & Riethmiiller, 2020; Orthwein, 2015; Ryu, 2020; Sixt, 2014). Other forms of crowdfunding, such as
royalty-based crowdfunding (Beaulieu et al., 2015; Bogusz, 2019), and waqf® crowdfunding (Ismail & Pratomo,
2019; Suhaili & Palil, 2016), have also emerged but have received limited attention in the existing academic
literature. Additionally, forms of microfinance and peer-to-peer lending (Beaulieu et al., 2015) are worthy of
mention. The primary distinctions between these diverse forms can be found in the type and extent of return
provided to investors in exchange for their capital contribution (Bogusz, 2019; Giinther & Riethmiiller, 2020; Ryu,
2020). According to Wangchuk (2021), lending and rewards-based models are the most dominant globally in terms
of capital raised, and they are the preferred choices among investors. Given that crowdfunding is a multidisciplinary
field (Lax, 2017), Ryu (2020) argues that understanding it requires drawing from a range of literature, including
concepts related to social human nature, crowd behavior, and cooperative behavior. Consequently, it is reasonable
that various motivations for individuals' participation in crowdfunding initiatives are found in the existing literature.
Project founders are driven by various objectives in their crowdfunding endeavors, including the need for
fundraising, enhancing visibility, and acquiring new fundraising skills (Gerber & Hui, 2016). They also seek to retain
control and autonomy over their projects (Brown et al.,, 2017; Gerber & Hui, 2016) and aim to gain social capital (W.
Cai et al., 2021). Furthermore, crowdfunding represents a valuable opportunity for marketing purposes (Beier et
al., 2014; Brown et al,, 2017; Giinther & Riethmiiller, 2020; Harzer, 2013) and contributes to value creation for
organizations (Beier et al, 2014). Additionally, founders pursue crowdfunding for its speed in launching and
funding, making it more efficient than other financing methods (Brown et al., 2017). In contrast, those who support
crowdfunding are motivated by altruistic motives (Ryu, 2020), the desire to receive rewards (Gerber & Hui, 2016),
and the pursuit of social recognition (Ryu, 2020). Collectively, these insights illustrate that a complex interplay of
rational, emotional, and social factors drives participation in crowdfunding.

3.2. Existing Crowdfunding Frameworks

A total of 44 academic papers on crowdfunding frameworks were reviewed in this study. The review uncovered
a variety of topic-specific frameworks within the literature. To enhance clarity and interpretability, this study aimed
to identify and broadly categorize recurring thematic patterns within existing crowdfunding research frameworks.
The analysis revealed the following thematic areas of focus: General Aspects, Crowdfunding Types, Crowdfunding
Motivation and Behavior, Marketing Dynamics, and Crowdfunding Success. A comprehensive list of the reviewed
studies is provided in Table 1. Given that these findings contribute only tangentially to the central research question
and to ensure the conciseness of the manuscript, an in-depth discussion of the results has been omitted. Readers
are referred to the respective studies for further details on the specific content.

Table 1. Overview of Identified Frameworks in Crowdfunding Research.

Thematic Area (n) Key Focus References
Examination of general
General principles and (Ahsan & Musteen, 2021; Andishe Ashjari, 2022; L. Chen et al.,
Aspects 7 underlying 2016; Luca et al,, 2019; Macht & Weatherston, 2014; Messeni
mechanisms of Petruzzelli et al., 2019; Yablonsky, 2016)
crowdfunding.
Crowdfunding agga;;?ifsl?ft:jci)?fearr;it (Bez.;lulieu etal, 2015; Meyskens & Bird, 2015; Paschen, 2017;
Types types of crowdfunding Salido-Andres et al., 2021; Shneor, 2020; Yacoub et al., 2022;
models. L. Zhao & Ryu, 2020)

Crowdfunding 9 Analysis of behavior, (Ahsan et al., 2018; Civardi et al., 2024; Green et al.; Jiang et

5 The term waqf commonly refers to an asset or property dedicated for public benefit or purposes associated with Islamic principles.
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Motivation & motivational drivers, al,, 2021; Koch, 2017; Y. Li et al.,, 2019; Proelss et al., 2021;
Behavior and incentives relevant Ryu & Kim, 2016; Shneor & Munim, 2019)
to the involved
stakeholders.
Marketing Exploration of
. 2 marketing strategies (Peprah & Shneor, 2022; Quero & Ventura, 2019)
Dynamics

and dynamics.
(Baber, 2019; Bao et al., 2022; Cappa, 2022; Cha, 2017; Chan
et al,, 2018; Chaudhary et al., 2024; Davies & Giovannetti,
Identification of factors ~ 2018; Deng et al., 2022; Gangi & Daniele, 2017; Gera & Kaur,
19  to optimize success for 2018; Jaki et al., 2022; Kim & Hall, 2020; Lin & Pursiainen,
stakeholders involved. 2022; Lui et al,, 2023; van Teunenbroek et al., 2023;
Verschoore & Zuquetto, 2016; N. Wille, 2024; Yang et al,,
2015; Yeh et al., 2019)

Crowdfunding
Success

Source: Author.

As shown in Table 1, existing frameworks predominantly emphasize micro-level success factors, with a focus
on optimizing individual crowdfunding campaign outcomes. However, the absence of frameworks incorporating
macroeconomic dimensions reveals a significant gap in the literature, one this study aims to address.

4. Framework

Building on the preceding literature review, this section develops the theoretical core of the study by analyzing
the influence of key macroeconomic variables on the crowdfunding process. It begins with an outline of the
crowdfunding process and the application of the circular flow of income model. This is followed by an examination
of the roles played by unemployment, inflation, economic uncertainty, and interest rates. The section concludes with
a consideration of crowdfunding’s potential macroeconomic impact, emphasizing the bidirectional nature of this
relationship.

4.1. Crowdfunding Process

The key question is how and why macroeconomic factors influence crowdfunding. Figure 1 illustrates this by
outlining the main mechanisms affecting the process and its involved parties.

Entrepreneur Macr
" (Project Owner)

impact & influence
interact with
influence signals

possess more
information

signals increase | Crowdfunding
or decrease | Success

Macroeconomic | " Financial E -
. impa X :
Environment Intermediary | reduce | Information | signals

(e.g. Kickstarter) Asymmetry reduce
/

L

impact

transmitting or seeking signals to reveal or assess the
underlying quality of the project

possess less

impact & influence
information

interact with

Crowd
{Potential Investor)

= : The arrows indicate the direction of the interactions and theirimpact.
I:I : Involved Parties in Crowdfunding.
C] : Contextual and Outcome Factors.

Figure 1. Impact of the Macroeconomic Environment on the Crowdfunding Process and Its Parties.
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Crowdfunding constitutes a substantial component of entrepreneurial finance (Dushnitsky & Zunino, 2018;
Hsieh & Vu, 2021), wherein informational disparities between entrepreneurs and investors hold particular
significance, often surpassing those observed in conventional corporate finance (Han et al.,, 2020). As illustrated in
Figure 1, founders typically possess superior information about the quality of their projects compared to external
investors (Shane & Stuart, 2002), highlighting the information asymmetry inherent in the crowdfunding process.
The absence of information can influence investment decisions and may lead to a reluctance to invest in projects or
even in investments in general (Shlyakhtovska, 2018). This phenomenon is of particular significance in the context
of crowdfunding, where the majority of investors tend to be relatively inexperienced (Lukkarinen et al., 2016; Piva
& Rossi-Lamastra, 2017), particularly in comparison to traditional investors (Volpe et al., 2002). This disparity
necessitates a greater investment of effort to obtain information (Ahlers et al., 2015), which in turn complicates the
assessment of project quality (N. Wille, 2024). A reduction in information asymmetry is typically associated with
increased success in crowdfunding campaigns, which can be attributed to a decrease in uncertainty surrounding
the campaign, thereby enhancing the propensity of individuals to participate (Piva & Rossi-Lamastra, 2017; van der
Zee, 2018).

To mitigate information asymmetry, signaling theory asserts that firms transmit information to the market and
its participants (Tewes, 2008). Those in a position to make decisions seek to identify signals that could potentially
reduce the effects of asymmetric information (M. Spence, 1974). These signaling dynamics, both from firms and
market participants, are reflected in Figure 1. Consequently, the disclosure of the fundamental attributes of a project
has been shown to help mitigate the adverse consequences of asymmetric information (Davies & Giovannetti, 2018).
Crowdfunding platforms have the potential to serve as an additional means of reducing information asymmetry
(see Figure 1), as they provide supplementary information and enhance the efficiency of the information flow.

The effectiveness of signals depends on two primary factors: whether the transmitted signal is perceived
(Gulati & Higgins, 2003) and the manner in which it is interpreted by the recipient (Gulati & Higgins, 2003; Rynes
etal,, 1991). Koch and Siering (2019) demonstrated that the impact of success factors extends beyond the factors
themselves, emphasizing the importance of the interrelationships among these factors. Similarly, the findings of
Pinkow and Emmerich (2021) and N. Wille (2024) highlight that the effectiveness of success factors rely on the
funding goal level of crowdfunding projects. This finding aligns with the principles of signal theory, which posits
that signals can influence and modify the impact of other signals (Certo, 2003; Gulati & Higgins, 2003).

As established in traditional financial markets, macroeconomic conditions can influence market participants
by shaping factors such as investor sentiment and risk assessments. Similarly, as illustrated in Figure 1,
macroeconomic variables function as signals for crowdfunding investors, serving as external indicators that convey
the broader economic context and inform perceptions of project viability. An advantageous macroeconomic
environment exerts a significant influence on the success of crowdfunding campaigns (Adamek & Janki, 2022; Ekici
& Aytirk, 2023). In contrast, unfavorable macroeconomic indicators amplify systematic risk and increase the
perceived risk of returns®, thereby discouraging investment. This reflects the investor's reliance on alternative
signals to mitigate additional informational asymmetries introduced by macroeconomic factors, which compound
pre-existing asymmetries.

It is noteworthy that this transmission mechanism may vary depending on the type of crowdfunding, as each
model has distinct characteristics. This is particularly relevant when comparing non-investment-based and
investment-based crowdfunding, since heightened information asymmetry is likely to play a more significant role
in investment contexts, such as equity, than in donation-based models.

To elucidate how macroeconomic factors influence other signals, this relationship will be illustrated through

6 For example, Alsagr et al. (2023) suggest that increased uncertainty raises concerns regarding the delivery of rewards, thereby
negatively affecting reward-based crowdfunding.
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an example to enhance comprehension. One signal that appears to play a significant role, as it is associated with
higher success rates, is the number of comments on a crowdfunding campaign (Pinkow & Emmerich, 2021; N. Wang
et al.,, 2018). The comment section provides supplementary information about the project, particularly regarding
the perspectives or knowledge of other participants, beyond the information directly provided by the founder (N.
Wang et al,, 2018; N. Wille, 2024). This signal not only indicates an active community surrounding the campaign,
thereby enhancing the campaign’s credibility (N. Wille, 2024), but also enables investors to make more informed
decisions (N. Wang et al., 2018). With additional information available, investors can better assess the project,
reducing the uncertainty and risk associated with crowdfunding investments (N. Wille, 2024). After addressing the
primary signal, attention shifts to the moderating effect of uncertainty, exemplified as a macroeconomic signal,
which influences other signals within the given context. Zribi (2022) conducted an empirical investigation into the
effects of social influence on the performance of crowdfunding campaigns within the context of the COVID-19
pandemic. The findings reveal that, during this period of heightened uncertainty, campaign outcomes’ were more
strongly impacted by the founder's dynamism and the volume of comments exchanged among stakeholders. This
can be explained through information asymmetry theory, as economic uncertainty exacerbates information
asymmetry. In response, investors seek to mitigate this asymmetry by placing greater reliance on available signals,
thereby illustrating the moderating impact of macroeconomic factors on other signals. This aligns with Zribi (2022),
who suggests that, during periods of uncertainty, investors seek additional information about projects prior to
committing to funding.

Additionally, macroeconomic factors not only shape the underlying mechanisms of information asymmetry and
signaling, but also influence the behavior of crowdfunding participants, as outlined in Figure 1. In turn,
crowdfunding also affects the macroeconomy. This bidirectional relationship, from macroeconomics to

crowdfunding, and vice versa, is examined in detail in the subsequent chapters.

4.2. Circular Flow of Income

After explaining how macroeconomic factors influence the crowdfunding process, each factor will be discussed.
The initial point of reference will be the circular flow of income, which represents a fundamental economic model
that clarifies capital movement and the structure of economic activity inside an economy between agents (Capa et
al,, 2023; Challoumis, 2024). The rationale for the selected model is supported by the work of Capa et al. (2023),
which offers both an elegant formulation and a clear explanation:

“Since all economic activity centers on the generation of output, the earning of income and the spending of money,
economists are naturally interested in the magnitude of these aggregates, their linkages, and why they fluctuate. For
an understanding of macroeconomic linkages, the circular flow of income model is an excellent place to start since it
explains the ongoing transactions that take place [...].”

Moreover, this study selected this model as it can serve as an appropriate instrument for conceptualizing the
classification of economic processes (Graf, 2002) and comprehending the environment within which businesses
operate (Capa et al,, 2023).

While several macroeconomic models could be considered, they are less aligned with the aims of this study.
General equilibrium and IS-LM models focus primarily on aggregate dynamics and policy simulations, offering
limited insight into actor-level interactions. Agent-based models capture behavioral complexity but are better
suited for simulation-based analysis than conceptual theory-building. In contrast, the circular flow model provides
a clear, actor-centered structure that maps capital flows between households, firms, and platforms. Its simplicity
and flexibility make it well-suited to illustrate how macroeconomic conditions shape crowdfunding dynamics.

" Measured by the number of contributors, funding rate, and overall success.
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Although Vijayasri (2013) highlighted the increasing difficulty of identifying a truly isolated economy in the
modern era, given the pronounced interdependence between national economies, this analysis employs a closed-
system perspective, excluding consideration of foreign trade® [Figure 2], as this approach facilitates analysis by
focusing exclusively on internal economic dynamics. Consequently, the relationship between households (investors)

and corporations (crowdfunded firms) becomes more evident, as shown in Figure 2.

Labor demand & supply exchange for wages Spending/Consumption (G -> C)
Taxes & Transfers »  Government (G) _ Taxes & Subsidies
T i Provides goods & services (C toH &G)
l Spending,/Consumption (H-> C)
-~ ___,-"" - - ¢ L4 ¥
Financial Products (such ' b )
—_ Corporation (C) [«
Household (H) Investment (H) as Crowdfunding via =) g ©
| crowdfunding platform) | qu (9P T ¢
'y Say;, ; T } ﬁ s@f.‘..‘f?i--"' Interaction
) : (B28)
. Financial Market/ o
4|  intermediary (e.g. Bank)
Loans (to H, C & G) in exchange | for interest + amortization
Labordemand & supply exchange for wages

me : The arrows correspond to the direction of financial flows and othertransactions

Figure 2. Crowdfunding Within a Closed Economic Circulation: Linking Households and Ventures.

Since the basic model is widely established and extensively discussed in the literature (Abel, 2004; Burda &
Wyplosz, 2013; Capa et al., 2023; Challoumis, 2024; Graf, 2002), this study offers only a simplified account of its
core mechanisms. Instead, the primary focus lies on exploring its applicability to crowdfunding, as will be
elaborated upon in the following paragraph.

Firms engage in business transactions and depend on households in the resource market for factors of
production, such as labor and capital. In return, households are compensated with income in the form of wages and
interest. As a large source of income for many households is derived from employment (Burda & Wyplosz, 2013;
Federal Statistical Office of Germany, n.d.), it serves as the foundation for their consumption, savings, and
investments. Households allocate their financial resources to firms through their purchases in the goods and
services market. Additionally, households engage in the financial market, lending their savings in exchange for
interest, thereby creating a pool of loanable funds that firms can tap into for investment needs. In the context of the
circular flow model, the role of the government is incorporated, encompassing key concepts such as taxation,
government spending, and fiscal policy (Capa et al., 2023). In this model, households and corporations contribute
to the government through taxes, which are then utilized to finance public services, subsidies, and social transfers.
Subsidies provide support to industries and influence corporate production, while social transfers ensure
household consumption. The government also procures goods and services from corporations, thereby stimulating
business revenue. As households balance consumption, savings, and investments, their income is influenced by
factors such as employment levels, government policies (e.g. taxation) and macroeconomic conditions. Capa et al.

8 Crowdfunding, primarily facilitated through online platforms like Kickstarter, underscores the global interconnectedness enabled by
the Internet. Such platforms enhance visibility, accessibility, and reduce costs (Ryu, 2020), fostering cross-border capital flows and
connecting investors and borrowers worldwide. However, while cross-border investments in crowdfunding technically reflect an open
economy, this distinction is not central to the current analysis. The fundamental dynamics of crowdfunding, centered on the interaction
between capital borrowers and investors (households/financial markets), remain largely unaltered.
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(2023) posit that concepts such as business cycles, inflation, and unemployment can be effectively illustrated within
the context of the goods and services market. These macroeconomic conditions shape the overall flow of money,
influencing both household income, corporate profitability, and credit conditions, which will be explained later in
this study.

As shown in Figure 2, crowdfunding introduces an additional layer to the economic system by establishing an
indirect link between households and corporate ventures, thereby enabling individuals to support startups and
innovative businesses that may lack access to traditional financing. Given the broad array of alternative financial
products available, crowdfunding as an investment option encounters significant competition from well-established
and legitimate alternatives. For instance, overnight money offers a conservative and secure investment avenue
aimed at wealth preservation, typically providing higher interest rates than traditional passbook savings accounts
and serving as a viable short-term investment solution (Federal Financial Supervisory Authority, n.d.). Exchange
Traded Funds (ETFs), which continue to gain in popularity (State Street Global Advisors, 2024), alongside stock
market investments and highly speculative assets such as cryptocurrency, further underscore the competitive
landscape for crowdfunding investments. Nevertheless, in both non-investment-based and investment-oriented
crowdfunding, participation fundamentally relies on income, which is indispensable for financial engagement in
crowdfunding® and is, among other factors, influenced by broader macroeconomic factors.

4.3. Unemployment Rate

Employment is considered a fundamental macroeconomic indicator, influencing the economy both in the short
and long term (Niemira, 2024). Within the framework of the circular flow of income model, employment serves as
a critical link between households and firms, facilitating the exchange of labor for wages that underpin both
consumption and production. This focus is particularly relevant in the context of crowdfunding, given the pivotal
role of the crowd as investors in this economic phenomenon.

Consequently, periods of unemployment frequently result in financial strain for individuals due to reduced
income or job loss (Ganong & Noel, 2016), leading to significant and enduring income reductions (Fagereng et al.,
2024). Given the high sensitivity of household spending to fluctuations in monthly income (Ganong & Noel, 2016),
spending declines sharply upon the onset of unemployment (Ganong & Noel, 2016; Penrose & La Cava, 2021), with
this effect becoming more pronounced when unemployment benefits are exhausted (Ganong & Noel, 2016, 2019).
(Penrose & La Cava, 2021) note that the decline in spending is particularly acute among households facing
prolonged unemployment or those that are liquidity-constrained. One possible explanation is provided by Hurd and
Rohwedder (2016), who suggest that this is due to households' limited ability to mitigate short-term unemployment
through mechanisms such as savings, temporary unemployment benefits, and support networks, while their
financial resilience to longer periods of unemployment remains significantly lower. Another explanation, as
proposed by Hurd and Rohwedder (2016), highlights the role of expectations. Long-term unemployed individuals
may revise their expectations downward regarding the probability of re-employment or the quality of prospective
job opportunities. This adjustment in expectations could result in reduced spending, even among those who are not
immediately constrained by liquidity. According to Burgess et al. (1981), spending reductions tend to be smallest
for essential categories, such as housing, food, and insurance, and largest for non-essential categories, including
travel and discretionary clothing purchases. This prioritization reflects the income effect observed in
microeconomics, wherein a decline in income correlates with reduced overall spending. Consequently, unemployed
individuals are likely to perceive crowdfunding contributions as discretionary expenses they cannot justify amidst

9 It is technically feasible to participate in non-financial ways, such as through community engagement by providing feedback on the
project. However, the success of a campaign is typically evaluated based on financial metrics, even though financial gain may not be the
sole motivation for initiating a campaign, as discussed in Chapter 3.1.
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financial constraints.

Job loss or prolonged unemployment can have significant adverse effects on individuals' mental well-being
(Chletsos et al., 2013; Latsou & Geitona, 2021; Paul & Moser, 2009). These effects can manifest, for instance, as
heightened stress, anxiety, depression, and psychosomatic symptoms (Paul & Moser, 2009). In some cases, the
psychological strain arising from uncertainty can exceed the actual challenges faced (Danes, 2023). Workers
experiencing greater job insecurity are more likely to report poorer psychological and physical health, which can
influence consumer behavior (Chirumbolo et al., 2021). The psychological impact of unemployment can result in
increased risk aversion, as individuals facing uncertain future income and reduced income expectations become
less inclined to take risks (Hetschko & Preuss, 2020). According to the theory of choice under uncertainty, risk
preferences play a crucial role in decision-making across various domains (Guiso & Paiella, 2006). Guiso and Paiella
(2006) demonstrated that heightened risk aversion leads to a preference for lower-return investments with
reduced risk exposure. In the context of crowdfunding, unemployed individuals may view the risk of investing in a
project as outweighing the potential returns, particularly when their financial position is precarious. This risk
aversion may be more pronounced in non-investment crowdfunding models, where the returns are often
significantly lower than the amount contributed, as previously discussed in this paper.

Unemployment, particularly of long duration, is often associated with a perception that individuals become
less skilled over time due to skill depreciation (Congressional Budget Office, 2012). To counteract this effect,
unemployment can influence how individuals allocate their time. With increased availability of time, unemployed
individuals may prioritize activities that facilitate re-employment or skill enhancement. This behavioral adjustment
aligns with the concept of time preference in decision-making, where the immediate benefits of an activity are
evaluated against its long-term outcomes. In the context of crowdfunding, unemployed individuals may view the
time and effort required to research and engage in projects as better allocated to job search activities or self-
improvement!0. This shift in priorities could exacerbate information asymmetry, diminishing their willingness to
participate in crowdfunding initiatives.

Empirical research on this topic remains limited. Addmek and Janki (2018) examined debt-based
crowdfunding and found that rising unemployment leads to a decline in demand for crowdfunding loans, as
unemployed individuals are less likely to seek financing. Adamek and Jankt (2022) observed a counter-cyclical
response among reward-based crowdfunding project founders, with higher unemployment is associated with
increased funding requests through crowdfunding campaigns. This suggests that during periods of rising
unemployment, individuals may be more inclined to initiate crowdfunding projects. However, they emphasize the
importance of considering the distinct characteristics of reward-based crowdfunding. Unlike debt-based
crowdfunding, where investor decisions may be influenced by a borrower's employment status and financial
stability, investors in reward-based crowdfunding are generally unconcerned with the creator's employment status
(Adamek & Janki, 2022). In contrast, Alsagr et al. (2023) found no evidence that unemployment affects the success
of reward-based crowdfunding campaigns.

4.4. Inflation

Inflation is characterized by a sustained increase in the overall prices of goods and services within a defined
temporal period (Niemira, 2024). A significant perceived cost of inflation is its negative impact on individuals'

10 It is essential to consider the possibility of an opposing effect, wherein individuals might dedicate more time to researching
crowdfunding campaigns due to reduced time constraints, particularly if they receive unemployment benefits or possess substantial
financial reserves. However, this study contends, albeit with some degree of debate, that such an outcome is less probable. This
assumption is grounded in the premise that income generation is typically assigned a higher priority than other activities during
periods of unemployment.
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standard of living (Shiller, 1997), as periods of elevated inflation erode the real value of money, resulting in reduced
purchasing power (Oner, 2010). As a result, during times of elevated inflation, consumers often prioritize essential
expenditures over discretionary spending and adopt more conservative financial behavior (Williams & Bailie, 2022).

In addition to the potential decline in purchasing power, which can lead to a change in investment behavior,
inflation can be understood to exacerbate information asymmetry from a theoretical standpoint. This is because
consumers must evaluate not only the intrinsic quality of a given project but also the entrepreneur's capacity to
manage the complexities introduced by an inflationary environment. Inflation generates significant uncertainty in
business operations, thereby complicating strategic planning and decision-making processes as companies
encounter adverse effects, including increased operational costs, diminished profit margins, and declining
consumer demand (Pinchbeck, 2023).

Preliminary empirical findings suggest a potential impact of inflation on crowdfunding outcomes. Aytiirk et al.
(n.d.) emphasize the influence of inflation on the funding decisions, noting that periods of low inflation are
associated with a higher likelihood of success for reward-based crowdfunding initiatives. Similarly, Ekici and Aytiirk
(2023) indicate that a favorable macroeconomic environment is crucial for determining crowdfunding success, with
lower inflation levels positively impacting the success probability of reward-based campaigns. In contrast, Alsagr
et al. (2023) reported that inflation had no significant effect on crowdfunding performance. Hsieh and Vu (2021)
identified a positive relationship between interest rates, inflation, and crowdfunding success. During periods of high
inflation, the real value of money declines, resulting in reduced purchasing power (Oner, 2010), while rising interest
rates increase borrowing costs, leading to a decrease in individual borrowing (Hsieh & Vu, 2021). Under these
conditions, they suggest that individuals may be more inclined to pursue investment opportunities with lower
capital requirements, making crowdfunding a potentially viable investment alternative during times of elevated
inflation and high interest rates.

4.5. Economic Uncertainty

Claveria et al. (2019) conceptualize economic uncertainty as a condition in which economic agents face
significant limitations in forecasting future events and estimating their probability of occurrence. The effects of
economic uncertainty on both household and firm behavior are profound (Jones, 2021), often coinciding with shifts
in government policies and regulations, thereby contributing to an unstable regulatory environment (FasterCapital,
n.d.). Periods of heightened economic uncertainty are typically associated with a reduction in firms’ investment
propensity, as businesses delay capital expenditures and strategic expansion decisions due to increased
unpredictability in market conditions (Ahir et al., 2020; FasterCapital, n.d.; Jones, 2021). Similarly, consumers often
exhibit more cautious spending behavior (Ahir et al., 2020; Jones, 2021), a trend that is particularly pronounced
during economic downturns when concerns over job security intensify (FasterCapital, n.d.). Furthermore, economic
uncertainty influences capital allocation by exacerbating risk aversion among investors, thereby reducing the
demand for high-risk assets (FasterCapital, n.d.). This decline in investment activity is especially detrimental to
early-stage ventures and startups, which are highly dependent on external financing for growth and scalability
(FasterCapital, n.d.).

Building on this conceptualization of how economic uncertainty influences the behavior of households, firms,
and investors, Table 2 synthesizes recent empirical evidence on the differential effects of specific dimensions of
economic uncertainty on crowdfunding dynamics.
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Table 2. Impact of Economic Uncertainty on Crowdfunding.

Factor Implications for Crowdfunding
- Positively associated with crowdfunding success, unlike traditional financial
Economic Policy activities, due to the unique characteristics of crowdfunding.
Uncertainty (EPU)?! - Impact on aggregate demand by increasing the number of crowdfunding
projects. launched and the total amount of capital requested when EPU is high.
Geopolitical Risks - Geopolitical risks adversely impact the probability of crowdfunding success.
(GPR)2 - May hinder entrepreneurs' ability to complete projects, thereby increasing

concerns regarding reward fulfillment.
- Signaling mechanisms and campaign disclosures function as mitigating factors,
helping to alleviate the constraints imposed by heightened geopolitical risk.

Business & Credit - Contractions in the supply of credit.
Cycle - Less willingness to invest in start-ups and young companies.

- Increased demand for alternative financing methods like crowdfunding.
Investor Sentiment - Negatively affect investor sentiment and therefore crowdfunding in terms of

funding outcomes and the number of platforms.
- Impact of investor sentiment may fluctuate based on the type of crowdfunding3.
Notes: ! Based on the findings of Hsieh and Vu (2021). 2 Based on the findings of Alsagr et al. (2023). 3 Based on the findings
of Dos S. Felipe et al. (2017).

Hsieh and Vu (2021) investigated the relationship between Economic Policy Uncertainty (EPU), which is
defined as an index calculated based on the frequency of newspaper articles addressing policy-related uncertainty
(Baker et al,, 2016), and crowdfunding performance. Their findings indicate that an increase in EPU is positively
associated with crowdfunding success, with a twofold rise in the EPU index leading to a 6.5% increase in the
likelihood of successful crowdfunding campaigns. They highlight that this finding diverges from the predominantly
negative impact that EPU typically exerts on conventional financial activities. The authors attribute this deviation
to the unique attributes of crowdfunding, particularly its ability to accommodate small-scale investments and the
fact that investors are often driven by non-financial motivations. Their analysis further reveals that this positive
effect diminishes for larger projects and is comparatively weaker in campaigns related to design and technology.
Additionally, their study suggests that crowdfunding projects with a high degree of positive sentiment in investor
comments benefit more from increased EPU. At an aggregate level, their findings indicate that heightened EPU is
associated with a greater number of crowdfunding projects launched and an increase in total capital sought.

Geopolitical risk represents another dimension of economic uncertainty, defined by Caldara and Iacoviello
(2018) as uncertainty stemming from conflicts, terrorist activities, and political tensions that disrupt international
stability. Research by Alsagr et al. (2023) provides evidence that geopolitical risk negatively influences
crowdfunding outcomes. Uncertainty can impede entrepreneurs' ability to successfully execute their projects,
thereby making the fulfillment of rewards from countries experiencing high geopolitical risk appear more uncertain
(Alsagr et al., 2023). This is particularly relevant in reward-based crowdfunding, where investors prioritize the
likelihood of reward fulfillment when making investment decisions (Mollick, 2014). Furthermore, their analysis
identifies specific mechanisms through which entrepreneurs can mitigate these adverse effects. Their findings
suggest that strategic signaling and campaign disclosures serve as mitigating factors, helping to offset the
constraints associated with heightened geopolitical risk.

Moreover, economic uncertainty exerts an influence on business cycles and credit cycles. A hallmark of
economic downturns, such as recessions, is the occurrence of financial disruptions, including contractions in the
supply of credit (Claessens et al., 2011). The imposition of credit restrictions is attributable to a variety of factors,
including elevated default risk, the necessity of maintaining liquidity, and the imposition of more stringent capital
adequacy requirements, among others. These measures are adopted as a protective mechanism by financial
institutions. This tends to result in a financial gap for individual consumers, small enterprises and start-ups, as
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traditional financial institutions tend to prioritize large enterprises and organizations based on financial risk
analysis (H. Wang, 2024). For instance, Block et al. (2012) demonstrated that the financial crisis is linked to a
reduction in initial funding rounds and a decrease in funds raised in later funding rounds for venture capital. This
has led to a substantial "funding gap" in the financing of technological development and innovation (Block et al.,
2012). Even years after the 2008 financial crisis, small firms have been obtaining less capital (D. Wille et al., 2017).
As a result, during economic downturns, obtaining funding becomes a primary concern, increasing the
attractiveness of crowdfunding as a viable alternative (Al-Qathmi et al., 2023). The reason for the increase in
attractiveness is that crowdfunding as a financing mechanism facilitates the bypassing of traditional financial
intermediaries, including banks and venture capital firms, thus improving accessibility for start-ups (Rejeb et al,
2024).

Uncertainty in financial markets (Seok et al.,, 2024) and the business and credit cycle discussed above influence
the expectations of investors, banks and companies, also known as investor sentiment. Investor sentiment, as
defined by Auer (2012), generally refers to an investor's fundamental attitude toward the current market situation
and their expectations about future market developments. The role of investment-related emotions in investment
finance has been a crucial subject in investment finance (H. Chen et al., 2021). These emotions have been shown to
influence the entire investment process (H. Chen et al., 2021) and to affect investment returns (Andleeb & Hassan,
2023; H. Chen et al,, 2021). In addition, global investor sentiment plays a crucial role in shaping domestic investor
sentiment and influencing global macroeconomic conditions (Herculano & Liitkebohmert, 2023). Conversely,
expectations regarding the macroeconomy result in an adjustment to individuals' consumption plans and stock
purchases (Roth & Wohlfart, 2020).

As crowdfunding is characterized by the participation of numerous individuals who contribute modest sums
of money (Belleflamme et al., 2014; Lehner, 2013), it follows logically that it is influenced by investor sentiment. For
example, Nguyen et al. (2025) found that equity crowdfunding is susceptible to the influence of investor sentiment
and that investments are significantly higher during periods of high sentiment than during periods of low sentiment.
But sentiment plays a role in crowdfunding in other contexts as well. There is evidence that regulatory sentiment
(Konstantinov, 2023) and text sentiment (Israel José dos Santos Felipe et al., 2023; W. Wang et al.,, 2017; Yuan et al,,
2021) influence crowdfunding. Regulatory sentiment affects both the volume of investment and the number of
platforms for investment-based crowdfunding, with appropriate sentiment fostering a positive effect and excessive
sentiment leading to a negative effect (Konstantinov, 2023). Text sentiment seems to affect crowdfunding in two
ways. First, positive text sentiment seems to have a positive effect on funding outcomes. Israel José dos Santos Felipe
etal. (2023) demonstrated that the prevalence of positive language in mass media news can contribute to increased
investment in the equity crowdfunding market. Similarly, the presence of positive sentiment in the blurb and
detailed description has been shown to attracts investors to pledge (W. Wang et al., 2017). Second, a moderating
role of text sentiment in shaping the influence of motivational cues within crowdfunding campaigns has been
identified (Yuan et al., 2021). It is essential to acknowledge that the relationship between text sentiment and
investor sentiment may be heterogeneous (Israel José dos Santos Felipe et al., 2023; Kearney & Liu, 2014) and that
investor sentiment may fluctuate based on the type of crowdfunding (Dos S. Felipe et al., 2017). For instance, Dos S.
Felipe et al. (2017) suggest that negative economic news, can be interpreted not only as an indicator of economic
decline, but also as an opportunity to provide financial support to those in need.

4.6. Interest rates

Central banks utilize interest rates as an instrument to mitigate the adverse consequences of inflation,
economic fluctuations, and unemployment, thereby aiming to enhance economic stability. Consequently, interest
rates are connected to the aforementioned macroeconomic elements in this study, which were shown to be relevant
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in the context of crowdfunding. Research has demonstrated that interest rates can influence crowdfunding activity
(Adamek & Janku, 2018, 2022; Hsieh & Vu, 2021). Fluctuations in central bank interest rates are transmitted
through financial institutions and capital markets to borrowers. Within the context of crowdfunding, fluctuations
in interest rates primarily impact two key stakeholders: investors, and the firms seeking to raise capital!l. For
investors participating in crowdfunding, fluctuations in interest rates alter borrowing costs (Hsieh & Vu, 2021),
which in turn influence investment opportunities and the corresponding capital requirements (Hsieh & Vu, 2021).
Conversely, when viewed from the perspective of companies seeking capital, interest rate fluctuations directly
impact the cost of capital. A rise in interest rates leads to an elevation in the cost of traditional bank loans (Addmek
& Jankd, 2018) and therefore to an increase in the demand for crowdfunding (Addmek & Jankd, 2018, 2022). As
crowdfunding generally has a lower cost of capital than traditional sources (Motylska-Kuzma, 2015, 2016),
fluctuations in interest rates may intensify the rising demand effect, as these fluctuations exceed the changes in fees
charged by crowdfunding intermediaries!2.

4.7. The Macroeconomic Impact of Crowdfunding

Thus far, this study has examined the impact of macroeconomic factors on crowdfunding while largely
overlooking the reverse relationship, namely, how crowdfunding influences macroeconomic conditions,
particularly in terms of its implications for economic growth and financial markets. Although this is not the primary
focus of the paper, it raises a logical follow-up question that warrants brief consideration. To maintain alignment
with the study's overarching research objectives and avoid deviating from its central focus, the discussion will be
kept concise.

Crowdfunding is recognized as a component of FinTech (Griffiths, 2020; Ma & Liu, 2017; Ziegler et al., 2020).
FinTech is described by Ma and Liu (2017) as a broad and evolving sector in which technology is utilized to reshape
financial activities, including payments, fundraising, lending, investment management, and the integration of digital
and traditional currencies. Griffiths (2020) argued that the banking industry, preoccupied with the 2007-2008
financial crisis and subsequent regulatory changes, failed to recognize technological advancements and social shifts,
thereby creating an opportunity for the rise of FinTech. As FinTech continues to gain significance, it has substantially
transformed the landscape for traditional financial intermediaries (C. W. Cai, 2018). While crowdfunding possesses
the potential to disrupt conventional financial intermediation, it functions as a substitute rather than a complete
replacement (C. W. Cai, 2018). This evolution raises important questions about its broader implications, particularly
concerning financial stability, with conflicting views on whether FinTech serves as a stabilizing force or introduces
new risks (Cevik, 2024). A component of this discussion is Internet Finance, under which crowdfunding can also be
categorized (Xu et al., 2020). Internet Finance is a financial model that integrates internet-based technologies with
traditional financial practices to facilitate transactions, capital financing and investments (H. Wang, 2024; Xu et al.,
2020). Given its strong overlap with FinTech, Internet Finance can be seen as a subset of FinTech. Understanding
the impact of both FinTech and Internet Finance, with crowdfunding as a component, is crucial for evaluating their
role in the financial sector. To support this analysis, Table 3 presents a comprehensive overview of the positive and
negative effects associated with FinTech and Internet Finance, including their implications for financial stability and
broader macroeconomic outcomes.

11 Indirectly, the intermediary as a third party is also affected by this, similar to any other economic agent or market participant.

12 For example, an article by E. Spence (2012) says that Kickstarter charged a 5% fee. In 2016, it was still 5% (Gratton, 2016), and in
2024, it was still a flat 5% fee (Khachatryan, 2024). This is a very simple way of looking at the cost, and it does not include all of the
cost of capital of crowdfunding. However, the underlying point is still illustrated. To the best of this study's knowledge, there is little
specific research on how the interest or cost of capital in crowdfunding compares or relates to bank interest rates.
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Table 3. Impacts of FinTech and Internet Finance on Financial Stability and the Economy.

Positive Effects Negative Effects

- Improved banking efficiency and consumer
P & y - Cybersecurity threats?.F

welfare.l. F e .
- Increased volatility in capital flows can

- Improved efficiency of financial services. 5 IF: 6, 1F; 7.F i . .
amplify fluctuations in company outputs and

- Lower transaction costs for cross-border capital .
exchange rates, thereby escalating risks

flows. LF . .
related to exchange rate instability. 1. ¥

- Strengthens both local and cross-border financial L .
- Encourages excessive risk-taking and

stability, in particular crowdfunding.2 F i )
contagious behaviour among consumers and

- Enhanced financial inclusion* CF and competition?.F . e e
financial institutions. 7. F
- Heightened credit default risks. 5. IF

- Increased impulsive borrowing (particularly

- Expands access to financial resources and services.
3,CF; 5, IF

- Democratizes investment opportunities for the

broader public.3 cF among younger individuals). 5 IF

- Promotes macroeconomic growth through - Potential for fraudulent activities in

improved financial resource allocation.5 IF unregulated platforms.
- Equity crowdfunding, and to a lesser extent peer- - Increased systemic risk in financial systems6.
to-peer lending, constitute a potential global IF: 7, F

solution to the financing challenges confronting
small and medium-sized enterprises. 3. CF

Notes: F (FinTech), IF (Internet Finance), CF (Crowdfunding). ! Naoyuki and Sahoko (2020). 2 Koranteng and You (2024). 3
Pekmezovic and Walker (2016). 4 Halim (2024). 5 H. Wang (2024). ¢ Xu et al. (2020).7 Cevik (2024).

As illustrated in Table 3, multiple studies highlight significant macroeconomic effects linked to crowdfunding.
Most notably, crowdfunding fosters financial inclusion by broadening access to financial resources and services for
entrepreneurs and communities that have traditionally been underrepresented. It also promotes the
democratization of investment, enabling individuals to engage in early-stage funding opportunities that were once
the exclusive domain of institutional investors. While these positive impacts are well-documented, there are also
concerns regarding potential adverse effects, particularly concerning systemic risk. However, current evidence
suggests these risks remain limited, as FinTech remains comparatively small in relation to traditional institutions
(Cevik, 2024). Cevik (2024) states that the average volume of FinTech instruments accounted for 0.1 percent of GDP
between 2012 and 2020, in contrast to the 55 percent of domestic credit to the private sector. Given that
crowdfunding represents only a fraction of the broader FinTech sector, its contribution to systemic risk is likely even
smaller. Nevertheless, as FinTech continues to grow rapidly, its impact on financial stability is expected to increase,
carrying important policy implications (Cevik, 2024). Regulations of financial innovations, such as crowdfunding,
which reshape the financial system for all participants, have a direct impact on these instruments. For instance,
Kukk and Laidroo (2020) found that the existence of regulations specific to crowdfunding is positively associated
with the total crowdfunding volume per capita. Their research suggests that institutions play a crucial role in
legitimizing crowdfunding by addressing challenges such as information asymmetry and moral hazard, although
the influence of institutions may diminish over time as crowdfunding gains broader acceptance as a legitimate
method of capital raising.

5. Discussion

This study makes several contributions to the field. First, it advances the literature by examining the influence
of macroeconomic variables on crowdfunding. Crowdfunding emerged during a period of significant economic
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uncertainty, notably following the 2007-2008 financial crisis (Hsieh & Vu, 2021). This context underscores the
necessity of understanding the relationship between macroeconomic factors and crowdfunding activities. Given
that crowdfunding is a relatively nascent and dynamic field, and considering its historically low success rates, it is
understandable that much of the existing research has concentrated on micro-level determinants to explain
crowdfunding outcomes!3. In contrast, macroeconomic factors, which universally impact all market participants
and lie outside the direct influence of individual participants, have received comparatively little scholarly attention
(Hsieh & Vu, 2021), despite their potential significance. By thoroughly discussing each variable, it highlights their
distinct effects and potential implications, offering a clearer understanding of how these broader economic
variables shape crowdfunding outcomes.

Second, this study contributes to the literature by systematically organizing the identified macroeconomic
variables within a cohesive framework. This structured approach enables the clear and efficient communication of
core concepts in the field. This framework eliminates the need for researchers to independently locate and piece
together findings from scattered studies, thereby streamlining access to knowledge and enhancing the
understanding of the topic. Therefore, this study facilitates a more efficient and thorough exploration of
macroeconomic factors impacting crowdfunding. To the best of the authors' knowledge, this study is the first to
offer such a systematic and in-depth analysis of the connection between macroeconomic variables and
crowdfunding4. As a result, it serves as a foundational resource for advancing both theoretical and practical
understanding in this emerging area of research.

Third, this paper contributes to the literature by providing a broader research agenda. Beaulieu et al. (2015)
emphasize the importance of setting up regular “check points” to review, synthesize, and adapt knowledge in light
of fresh perspectives, particularly when addressing newly arising phenomena. Crowdfunding, while now a well-
recognized aspect of entrepreneurial finance (Block et al., 2018; Hsieh & Vu, 2021), continues to evolve as a dynamic
and transitional financial instrument (Ryu, 2020). Given the expectation that the crowdfunding sector will maintain
its momentum (Ziegler et al., 2020), it is likely to develop beyond its current understanding. This study serves as
such a review, thereby contributing to the advancement of research by providing a clearer foundation for exploring
future research opportunities regarding macroeconomic variables.

The insights indicate that crowdfunding is influenced by macroeconomic variables in a manner analogous to
traditional finance and the broader economy, as these variables shape investor behavior. This includes factors such
as spending patterns, capital allocation, risk aversion, investor sentiment, and the impact of business and credit
cycles. These insights are consistent with well-established financial principles. Additionally, macroeconomic
conditions also affect companies. Hsieh and Vu (2021) analysis of aggregate crowdfunding demand indicates that
periods of high economic policy uncertainty are associated with an increase in both the number of launched projects
and the total capital requested. This phenomenon occurs as traditional financial sources become more difficult to
access, with traditional financiers frequently postponing their investments during times of elevated uncertainty
(Hsieh & Vu, 2021). Consequently, capital-seeking firms must seek alternative financing methods. Crowdfunding
serves as an alternative financing method that bypasses traditional financial intermediaries such as banks and
venture capital firms (Rejeb et al., 2024). While these findings provide valuable insights, they are consistent with
established patterns and align with expectations, thereby rendering them less unexpected.

The surprising observation lies in the behavior of investors during periods of heightened uncertainty. Hsieh
and Vu (2021) observed that a doubling of the Economic Policy Uncertainty index results in a 6.5% increase in

13 Refer, for instance, to the findings of the literature review conducted on existing crowdfunding frameworks.
14 Building on the findings of the literature review conducted on existing crowdfunding frameworks and considering the broader
context of macroeconomic variables in relation to crowdfunding, only a limited number of studies have investigated the relationship
between specific macroeconomic factors and crowdfunding activities. For example, Alsagr et al. (2023) and Hsieh and Vu (2021) have
conducted research in this area, providing valuable insights that underpin the foundation of the present study.
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crowdfunding success rates for reward-based crowdfunding. This finding is particularly noteworthy, as it contrasts
sharply with most financial activities, which are generally negatively impacted by elevated levels of Economic Policy
Uncertainty (Hsieh & Vu, 2021). This phenomenon is unexpected for two primary reasons. First, increased
uncertainty exacerbates information asymmetry, as it affects the likelihood of project implementation. For instance,
Zribi (2022) empirically investigated the effects of social influence in the context of the COVID-19 pandemic on the
performance of crowdfunding campaigns. The study found that, during this period of extreme uncertainty,
campaign outcomes (in terms of the number of contributors, funding rate, and overall success) were more strongly
impacted by the dynamism of the founder and the number of comments exchanged between stakeholders. The
study posits that investors, in times of uncertainty, seek greater information about the projects before committing
to funding. This aligns with the findings of Hsieh and Vu (2021), who observed that projects with higher levels of
positive sentiment in investor comments achieve greater crowdfunding success during times of heightened policy
uncertainty. According to them, the positive feedback and attitudes expressed by initial investors serve to alleviate
the perceived risks for those who contribute later. Secondly, heightened uncertainty in market conditions naturally
prompts contributors to adjust their investment strategies, with a greater emphasis on risk aversion (Baker et al.,
2020; FasterCapital, n.d.; Zribi, 2022).

As posited by Hsieh and Vu (2021), the occurrence of this phenomenon can be attributed to the distinctive
characteristics of reward-based crowdfunding, which include the minimal risk posed to the investor's portfolio and
the fact that investors are not solely driven by financial returns. The low risk associated with reward-based
crowdfunding can be attributed to its structure, which allows investors to make small-scale investments!> without
significantly impacting their overall personal wealth (Hsieh & Vu, 2021; Ryu et al, 2020). From an economic
perspective, this aligns with the concept of price discrimination theory, which describes the practice of charging
different prices to different customers for the same product or a slightly modified version of it (Phillips, 2005), a
phenomenon also observed in the crowdfunding context (N. Wille, 2024). It appears that the concept not only
enables firms to better address the preferences of individual investors (Giinther & Riethmiiller, 2020) and
accommodate various investor budgets, which is particularly beneficial when the target audience is diverse and
heterogeneous in terms of financial capacity (Sixt, 2014), but also aids in mitigating additional risk associated with
uncertainty. Another aspect to consider is the prevalence of the "all-or-nothing" transaction mechanism across
crowdfunding platforms, wherein founders are only allowed to access funds if they meet or exceed their specified
funding target (Giinther & Riethmiiller, 2020; Ryu, 2020). This mechanism is specifically designed to protect
investors' interests from the potential risks associated with undercapitalization (Glinther & Riethmidiller, 2020),
which is particularly advantageous during periods of uncertainty and may help mitigate the risks posed by
unfavorable macroeconomic conditions.

It is important to note, however, that uncertainty is not a uniform concept, and changes in the measurement
approach can yield conflicting results. For instance, Alsagr et al. (2023) provided robust evidence indicating that
geopolitical risk is negatively correlated with reward-based crowdfunding performance. Similar to the previously
discussed uncertainties, the study arrives at comparable conclusions, specifically that entrepreneurs can mitigate
the costs associated with geopolitical risk through signaling and campaign disclosures. This is largely consistent
with the majority of studies in the field of crowdfunding research, which are primarily grounded in the theories of
signaling, social capital, and elaboration likelihood (Shneor & Vik, 2020).

Overall, the findings suggest that macroeconomic variables act as additional signals to investors,
complementing campaign-specific, social-specific, and founder-specific factors, and appear to influence information
asymmetry during periods of uncertainty. Moreover, the results suggest that crowdfunding maintains a distinctive
relationship with uncertainty. As noted by Hsieh and Vu (2021), crowdfunding emerged during the 2008 financial

15 Typically, crowdfunding campaigns offer multiple reward tiers to investors, beginning with minimal contribution levels, such as $1.
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crisis and, as such, incorporates various features aimed at mitigating or minimizing risk. This relationship may be
particularly pronounced in non-investment-based crowdfunding, where motivations for participation extend
beyond purely financial incentives.

Furthermore, the findings suggest a bidirectional relationship, as outlined in Section 4.7. With the continued
rapid growth of FinTech (Cevik, 2024) and the sustained momentum of crowdfunding, particularly in developing
and emerging markets (Ziegler et al., 2020), the macro-level impacts discussed in this study are likely to intensify.
In this context, systemic risks become especially relevant and carry important implications for policy action (Cevik,
2024). Cevik (2024) argues that policymakers worldwide should consider modernizing legal frameworks and
adapting macroprudential policies, including broadening the scope of existing regulations, to mitigate the buildup
of systemic risk caused by fast-growing FinTech sectors. He further highlights that, due to the inherently cross-
border nature of FinTech, effective oversight will require stronger international cooperation and the establishment
of harmonized regulatory standards. For crowdfunding in particular, these challenges are more pronounced. The
microstructural characteristics of crowdfunding introduce risks that differ from those in traditional finance, many
of which fall outside current regulatory boundaries (Tenca & Franzoni, 2019). In addition, crowdfunding platforms
often operate under inconsistent legal and regulatory conditions (Tenca & Franzoni, 2019), making coordinated
policy responses difficult.

One of the main limitations of this study is its theoretical nature, the research is limited to English- and German-
language publications and primarily presents a theoretical framework without extensive empirical validation.
While this study has made efforts to mitigate this limitation by referencing empirical studies where available, it
remains a fundamental challenge of the paper. Additionally, the study's focus on selected macroeconomic aspects
means that other potentially relevant factors within the broader macroeconomic landscape have not been
considered. Future research could address these limitations by expanding the range of variables included in the
analysis and conducting more extensive empirical testing to further verify and refine the proposed framework. This
would enhance the robustness and applicability of the framework in real-world scenarios. A further limitation of
the present study is that it examined the general impact of macroeconomic variables on crowdfunding. Given the
heterogeneity of crowdfunding, which encompasses a variety of distinct types with unique characteristics, it can be
inferred that these distinct types may exhibit variations in their respective dynamics. To facilitate future
investigations and provide a structured approach, the following chapter presents a research agenda designed to
offer potential avenues for further research. This agenda aims to guide subsequent studies in addressing the
identified limitations and exploring additional dimensions.

6. Directions for Future Research

Building on the limitations and open questions identified in the previous section, this chapter outlines concrete
avenues for future research. It draws on the methodological approach of Beaulieu et al. (2015), who provided a
systematic overview of the existing literature they analyzed and identified future research directions based on it.
Their analysis is structured around two key elements: stakeholders and crowdfunding models. In this study, the
stakeholder component is replaced by macroeconomic variables to ensure alignment with the research focus, thus
adapting the approach to the specific analytical scope of this investigation. The categorization is done using the
papers previously analyzed in Section 3 and 4, which is shown in Table 4. Some papers appear multiple times if they
examine different models or variables. For the sake of visual clarity, this study has placed crowdfunding models that
do not have, or at least are not known to this study to have, results in a category called “Others”. This includes the
following forms/models of crowdfunding: equity, donation, royalty, microfinance, and waqf. This is visually
summarized in Table 4, which organizes the reviewed studies by model type and associated macroeconomic
variables.
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Table 4. Overview of Crowdfunding Literature Aligned with Research Framework.

Models
Variable Peer-to-Peer Debt Reward Others
- Higher unemployment corresponds
. with more crowdfunding funding
- Rising unemployment

Unemployment reduces demand for requests (2)

Rate crowdfunding loans (1) - No evidence that unemployment
impacts reward-based

crowdfunding success (3)

Inflation - Low inflation periods are linked to
higher success rates in reward-
based crowdfunding (4) (5)
- Higher inflation increases the - No significant effect on
probability of loan default (9) crowdfunding performance (3)
- Positive relationship between
inflation and crowdfunding success
(6)
Economic - Households' access to small - EPU positively influences
Uncertainty loans is negatively affected by crowdfunding success and market
policy uncertainty (7) growth (6)
- Causal relationship between - GPR adversely impact the
EPU and interest rates (+) and probability of crowdfunding success
loan amounts (-) (8) 3)

Rising interest rates boost
crowdfunding demand (2)

the probability of loan default. - Interest rate have a favorable
association with crowdfunding

9)
success (6)
Notes: (1) Addmek and Jankii (2018), (2) Adamek and Jankii (2022), (3) Alsagr et al. (2023), (4) Aytiirk et al. (n.d.), (5) Ekici
and Aytiirk (2023), (6) Hsieh and Vu (2021), (7) X. Li et al. (2017), (8) Zhou et al. (2024), (9) Nigmonov et al. (2022).
Source: Author, representation based on Beaulieu et al. (2015).

Interest Rates

- Higher interest rates increase C
& - Rising interest rates boost

crowdfunding demand (1)

Table 4 highlights notable research gaps, especially regarding non-reward and peer-to-peer models, as well as
inconsistencies in findings across studies. As emphasized earlier in the paper, this reinforces the observation that
the broader macroeconomic context remains insufficiently addressed in the current literature. These insights shape
the development of the research agenda proposed in this study. Table 5 provides an overview of the research
questions intended to guide future investigations. To provide a clear structure and guide future inquiry, the agenda
is organized around four prioritized thematic areas derived from the preceding review and conceptual framework:
(1) Model-Specific Effects, (2) Resolving Empirical Inconsistencies, (3) Data and Methodological Innovation, and (4)

Expanding Macroeconomic Variables.

Table 5. Summary of Future Research Directions.

Theme Future Research Questions
1. Improve understanding of how different crowdfunding models respond to macroeconomic variables.
2. Do investment-oriented crowdfunding models exhibit greater sensitivity to macroeconomic
Model-Specific Effects fluctuations than non-investment-based models?
3. What role do model-specific characteristics play in shaping the responsiveness of crowdfunding to
macroeconomic dynamics?
Resolving Empirical 4. To what extent are the current inconsistencies in empirical findings regarding macroeconomic
Inconsistencies impacts on crowdfunding driven by methodological differences or data limitations?
5. What robustness testing strategies can be applied to verify existing empirical findings?
6. Prioritize replication studies to validate existing findings and assess their robustness across
different models, regions, and time periods.
Data and Methodological 7. How can large-scale platform-level datasets be integrated with national or regional macroeconomic

Innovation indicators to better understand their interaction with crowdfunding?
8. What methodological innovations, can enhance the analysis of macroeconomic influences on
crowdfunding?

9. To what extent do platform-specific characteristics moderate the effects of macroeconomic
conditions on funding outcomes?
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Expanding 10. How do different forms of economic uncertainty, beyond EPU and GPR, affect crowdfunding
Macroeconomic performance? (Alsagr et al., 2023; Aziz et al., 2023)
Variables 11. Do the effects of macroeconomic variables on crowdfunding differ across countries or regions with

varying levels of institutional development and financial infrastructure?

12. What additional macroeconomic variables not outlined in the current framework (e.g. fiscal policy),
affect crowdfunding activity, and through which transmission mechanisms do these effects
manifest?

Source: Author, representation based on Aziz et al. (2023).

Existing research has primarily concentrated on reward-based models, debt-based models, and peer-to-peer
lending. This focus is understandable, as lending and reward-based models are the most dominant and preferred
by investors globally in terms of raising capital (Wangchuk, 2021). Given that different models have unique
characteristics, such as the level of return offered to investors in exchange for their capital contribution (Bogusz,
2019; Giinther & Riethmiiller, 2020; Ryu, 2020), it is likely that they are affected differently by macroeconomic
conditions. Table 5 outlines future research avenues that address these variations, focusing specifically on how
different models may be uniquely influenced by macroeconomic dynamics.

Existing studies often reach divergent conclusions regarding the impact of macroeconomic variables on
crowdfunding. Such discrepancies are not uncommon in crowdfunding research, for example when analyzing
success factors (Deng et al., 2022; Jaki et al., 2022). Table 5 outlines future research avenues aimed at resolving
empirical inconsistencies.

Since it is essential to collect empirical data in order to gain a comprehensive understanding of the dynamics
of crowdfunding (Bouncken et al.,, 2015), and crowdfunding research in general is characterized by a lack of
empirical data (Bouncken et al,, 2015; Lenart-Gansiniec, 2021; Moritz & Block, 2014) a central priority for future
research is the systematic collection of high-quality data. This data would enable more precise testing of the
relationship between macroeconomic variables and crowdfunding activity. This recommendation aligns with Jaki
et al. (2022), who call for the use of updated datasets and rigorous methods to reduce inconsistencies in research
findings. A promising direction involves linking macroeconomic indicators with detailed platform-level data. For
example, Nigmonov et al. (2021), combined U.S. state-level data with LendingClub's loan records from 2008 to 2019.
This resulted in a dataset of over two million observations, covering various loan, borrower, and state characteristics.
Their approach enables analysis of the peer-to-peer lending market in relation to macroeconomic variables.
Furthermore, since platform context may influence performance outcomes (Aziz et al., 2023), future research
should account for these differences when analyzing macroeconomic effects. Building on those insights, Table 5
outlines specific directions for improving data quality and methodological approaches to better capture the
complex relationship between macroeconomic conditions and crowdfunding dynamics.

As previously noted, a key limitation of this study is its focus on a narrow set of macroeconomic variables. To
advance the framework and deepen understanding of crowdfunding dynamics, future research should consider a
broader range of macroeconomic indicators. For instance, economic uncertainty is a multidimensional concept with
various measurement approaches, each potentially affecting crowdfunding differently. Future research directions
regarding this are outlined in Table 5.

7. Conclusion

This study offers a comprehensive synthesis of how macroeconomic factors influence the dynamics of
crowdfunding, positioning them as significant and distinct determinants alongside campaign-, social-, and founder-
specific variables. Through a review of existing literature, the study identifies a key research gap: the insufficient
integration of macroeconomic conditions into crowdfunding research. To address this, a theoretical framework was
developed, based on the author’s best knowledge, the first to synthesize empirical findings on major
macroeconomic variables such as employment, inflation, interest rates, economic uncertainty, and the business and
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credit cycles. This streamlined access to synthesized knowledge enhances understanding and promotes efficiency
in this area of research.

The theoretical framework emphasizes the mediating role of information asymmetry, signaling, and
participant behavior in linking macroeconomic factors to crowdfunding outcomes. It demonstrates that
macroeconomic variables serve as additional signals to investors. Crowdfunding’s responsiveness to these
macroeconomic conditions appears distinct from that of traditional financial instruments, highlighting its unique
role in the broader financial ecosystem. Moreover, the study recognizes a bidirectional relationship: while
crowdfunding is shaped by macroeconomic conditions, it also exerts emerging, albeit currently limited, influence
on the broader economy. Given the sector’s rapid growth, this influence is likely to increase, underscoring the
importance of future policy considerations.

In light of the identified limitations in current research, this study proposes a structured research agenda
organized around four prioritized thematic areas: (1) Model-Specific Effects, (2) Resolving Empirical
Inconsistencies, (3) Data and Methodological Innovation, and (4) Expanding Macroeconomic Variables. These
themes aim to guide further inquiry and support the integration of macro-level thinking into crowdfunding research.
Overall, the findings underscore the substantial potential for future research in this evolving field.

In sum, this study contributes foundational insights into the macroeconomic dimensions of crowdfunding and

provides a clear path for integrating macro-level analysis into future theoretical and empirical research.
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