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ABSTRACT

The COVID-19 impact on global poverty dragged another 97 million people into poverty in 2020.
Nonetheless, there is scant evidence reporting on the impacts on alternative means of financing
designed to enable the poor during this global health crisis. This paper addresses this gap of
funding impoverished entrepreneurs by studying the changes in their successfully funded cam-
paigns on the largest crowdfunding microfinance platform prior and during COVID-19. After
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collecting data from January 2018 to November 2021 for a total of 767,112 campaigns, we report
that the COVID-19 pandemic positively impacts on the funding success of the crowdfunding
campaigns. However, rises in the daily number of COVID-19 cases negatively associate with
campaigns getting fully funded. The odds of campaigns being fully funded decrease by 4.4% for

a one thousand increase in new cases.

l. Introduction

The COVID-19 pandemic, declared in
11 March 2020 (WHO 2020), led to a large-scale
crisis with over 526 million cases and 6.2 million
deaths worldwide until May 21th of 2022" with
impact on global poverty dragging 97 million peo-
ple into poverty in 2020.> A growing body of
research on the impacts of COVID-19 demon-
strates how economic activities and stock markets
(Cai, Cong, and Sakemoto 2021; Yilmazkuday
2021), and bank consumer lending (Colak and
Oztekin 2021) was negatively impacted by the pan-
demic even while alternative finance, such as
crowdfunding and peer-to-peer lending platforms,
exhibited greater resilience than bank lending dur-
ing the pandemic (Cumming, Martinez-Salgueiro,
and Sewaid 2021). Recent crowdfunding studies
have so far focused on COVID-19 related crowd-
funding campaigns (Igra et al. 2021; McKitrick
et al. 2021). However, the impacts of COVID-19
on overall campaigns (i.e. including both crowd-
funding campaigns with a purpose related to

COVID-19 and non-related COVID-19 cam-
paigns) remains understudy in crowdfunding lit-
erature. Our paper addresses this research gap
through focusing on crowdfunded microfinance
tailored to meet the needs of impoverished
borrowers.

This paper contributes to the crowdfunding lit-
erature by analysing the probability of campaign
funding success before and after the COVID-19
pandemic, incorporating the effects of the
announcement on 22 January 2021 of the first
worldwide vaccine deliveries - COVAX (COVID-
19 Vaccines Global Access Facility) — as well as the
number of new daily cases in the campaign’s coun-
try of origin.

Il. Materials and method

We establish a unique dataset by merging data
from two sources: crowdfunding campaigns from
Kiva and the World Health Organization (WHO)
national daily case counts. Our data consists of

CONTACT Fabio Dias Duarte @ fduarte@fep.up.pt @ School of Economics and Management, and cef.up, University of Porto, Porto, Portugal
'Data published by the Worldometer at: https://www.worldometers.info/coronavirus/ accessed on May 21, 2022.
2Data published by World bank at https://blogs.worldbank.org/opendata/updated-estimates-impact-covid-19-global-poverty-turning-corner-pandemic-2021,

accessed on October 12, 2022.
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767,112 campaigns on Kiva from 1 January 2018 to
24 November 2021, with 458,407 prior to the pan-
demic and 308,705 campaigns during the pan-
demic. To measure the evolution of the pandemic
crisis at the country level, we collect daily new cases
per country and match this variable by both the
posted date and the campaign country provided by
Kiva. This measures the cases of infection on
a daily basis and aims to capture geographical
differences in the pandemic period. We also gath-
ered additional controls for microfinance institu-
tions (MFIs), borrower, and loan-campaign
characteristics, as well as the regional, month, and
industry effects. The description of these variables
and sample composition by region and industry
feature in the Online Appendix (Tables A.1 and
A.2). Table 1 highlights summary statistics includ-
ing the average funding success rate of 94% before
the pandemic and 99% during the pandemic per-
iod. The t statistics for mean differences between
before and after the pandemic attain statistical sig-
nificance for all covariates. Our dataset covers cam-
paigns in 66 countries in 7 regions and across 15
industries, based on an all-or-nothing model, and
with intermediation by 166 MFIs. In the Online
Appendix (Table A.3), we set out the correlation
matrix and the covariate Variance Inflation
Factors, largely below 10 and indicating no poten-
tial multicollinearity.

Figure 1 details the relationship between the
daily total of not fully funded campaigns (collected
from Kiva) and the daily total of COVID-19 cases,
both worldwide (from the WHO) and the sample
countries for the purposes of comparison. The
three vertical lines depict the beginning of “‘WHO
new cases’ counts, the pandemic’s declaration and
the first COVAX vaccine delivery. Overall,

graphical analysis conveys how the total of daily
unsuccessful campaigns is lower during the
COVID-19 period (right side of vertical lines)
than prior to COVID-19 (left side).

To examine the effects of pandemic on crowd-
funding performance, we estimated a logistic
regression model and, in accordance with the
crowdfunding literature, deploy funding success
as the conventional dependent variable (Anglin
et al. 2020).

lll. Results

Table 2 reports our key logistic regression findings
for the funding success dependent variable (the
Online Appendix, Table A.4 details the odds
ratios). Robust standard errors are specified for all
regressions to account for potential heteroskedas-
ticity. The Column (4) presents the full model.
Every specification accounts for the regional,
month, and industry effects. The results convey
how the COVID-19 pandemic had a positive
impact on the likelihood of campaigns receiving
full funding (Columns 2 and 4). The COVAX
announcement of the first vaccine deliveries also
positively impacts on the likelihood of funding
success on crowdfunded microfinance platform
(Columns 3 and 4). However, our findings also
highlight how the national total of daily new
COVID-19 cases negatively impacts on the like-
lihood of campaign funding success (Column 5).
Holding all the other variables at fixed values,
a unit-increase (thousand) new cases results in
a decrease of —4.4% [=(0.956-1)x100] in the odds
of getting fully funded.

Figure 2 provides the predictive margins for the
relationship between the daily total of new

Table 1. Descriptive statistics and t-test results before and during pandemic COVID-19.

Mean Mean before Mean during

(obs. 767,112) (obs. 458,407) (obs. 308,705) t statistic Min Max
Success 0.96 0.94 0.99 —119.25%** 0.00 1.00
Pandemic 0.40 0 1 n.a. 0.00 1.00
Vaccine 0.22 0 0.54 —731.20%** 0.00 1.00
Rating 341 3.32 3.55 —93.90*** 1.00 4.50
Female 0.80 0.79 0.83 —52.05%** 0.00 1.00
Group 0.11 0.12 0.09 51.45%** 0.00 1.00
Ln(Project size) 6.10 6.18 5.98 93.15%** 3.22 9.62
Ln(Maturity) 2.48 2.50 244 64.95%** 0.69 4.97
Ln(Length) 4.65 4.68 461 85.10%** 0.00 5.85

Note: Check Table A.1 for description of variables. “Mean before” the World Health Organization (WHO) declaration of the COVID-19 pandemic on
11 March 2020. “Mean during” corresponds to the follow-up period. t test compares the mean before and during COVID-19 pandemic. n.a. — not

applicable ***p < 0.01.
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Relationship between new cases and unsuccessful campaigns

o
8 -§
©® # unsuccessful campaigns o
# new cases (worldwide) o
Q | L (=)
0 | EEEREEEEEEE # new cases (countries in Kiva) “2
3
3 o WHO new cases o3
= Fo B
=AY o g
= 3
2 2
B B pis
C - © o
0 7]
2 8
©
2 8- 83
E < <2
(6]
o
o -8
© - o
T T I T T
01jan2018 01jan2019 01jan2020 01jan2021 01jan2022

days

Figure 1. Relationship between new COVID-19 cases and the number of unsuccessful campaigns. Note: The figure shows daily
aggregated data with total unsuccessful campaigns between 1 January 2018 and 24 November 2021 on the left axis, and the total
number of new cases both worldwide (237 countries) and in our sample (66 countries). The WHO new cases line marks the beginning
of the WHO counting new cases. The Pandemic line represents the WHO declaration of the pandemic with the vaccine delivery line
identifying the COVAX announcement.

Table 2. Estimation results. Dependent variable: success.

Full period COVID-19 subsample
(M (2) (3) 4 (5
COVID-19 variables
Pandemic 2.050%** 2.087***
(0.020) (0.029)
Vaccine 2.016%** 0.348%*** 0.165%**
(0.030) (0.042) (0.039)
New cases —0.056***
(0.003)
Control variables
Rating 0.097%** 0.055%** 0.048%**
(0.007) (0.007) (0.019)
Female 1.312%** 1.335%** 1.330%**
(0.014) (0.014) (0.038)
Group 0.902%** 0.912%** 0.036
(0.029) (0.028) (0.083)
Ln(Project size) —1.045%** —1.1371%** —0.443%**
(0.008) (0.009) (0.019)
Ln(Maturity) —1.536%** —1.737%** —2.018***
(0.016) (0.017) (0.040)
Ln(Length) 0.145%** 0.308*** 0.2712%**
(0.019) (0.020) (0.060)
Intercept 12.519%** 3.882%** 4.153%** 12.677%** 10.579%**
(0.103) (0.028) (0.028) (0.114) (0.303)
Observations 767,112 767,112 767,112 767,112 340,795
McFadden R? 0.231 0.133 0.103 0.298 0.195
xz—test 56,227 22,253 17,528 49,590 11,679
p-value 0.000 0.000 0.000 0.000 0.000

Note:Check Table A.1 for description of variables. Robust standard errors *** p<0.01; ** p<0.05; * p<0.1. Regional, month, and industry effects
were included, but unreported.
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Figure 2. Effect of new cases on the probability of funding
success.

COVID-19 cases by country and the funding suc-
cess of crowdfunding-microfinance campaigns.
The case counts by country clearly illustrate
a negative association between thousands of new
national cases and a campaign’s funding success in
that respective country. Our analysis suggests that
besides the pandemic event, the daily variations in
new COVID-19 cases by country create positive
externalities for accessing capital via crowdfunding
markets as a key determinant of capital access
through crowdfunding microfinance platforms ser-
ving impoverished borrowers.

The different tests performed in the Online
Appendix verify the robustness of our results. As
an alternative to the pandemic variable, we also
introduce the starting date of COVID-19 counts
(Table A.5). The results hold and add further sup-
port to our findings on the positive association
COVID-19 event and funding success on the
crowdfunding microfinance platform. In order to
control by alternative measurements of the
COVID-19 effects, we perform additional tests
using COVID-19 cumulative cases, new deaths,
and cumulative deaths by country, all on a daily
basis (Table A.6). The results remain consistent
with the finding for the daily number of cases.

IV. Discussion and concluding remarks

Our findings extend the crowdfunding microfi-
nance literature by aligning with the viewpoint
that prosocial lenders take into account both

financial and charitable giving factors (Allison
et al. 2015), with these prosocial behaviours in con-
junction with pandemic related psychological fac-
tors increasing the likelihood of funding success and
generating positive externalities for the campaign
success rate of the crowdfunding microfinance plat-
form. Overall, our findings demonstrate how the
COVID-19 pandemic has returned a positive
impact on the funding success of crowdfunded
microfinance loan campaigns. However, despite
this enhancement of funding access conditions,
increases in the number of new COVID-19 cases
during the pandemic period reduces the likelihood
of funding success. The policy response to the
health, social, and economic crises through addi-
tional funding may explain this result (Brodeur
et al. 2021). These results remain significant when
changing the COVID-19 starting reference period
as well as robustness tests on additional COVID-19
counts of cumulative numbers of cases and deaths.
Further research might build on our findings to
understand the impact of COVID-19 measurement,
such as cases and deaths for other crowdfunding
types, such as reward crowdfunding. The study of
other measurements of crowdfunding performance,
such as funding time, funding amount and number
of lenders, to understand whether these findings
hold across different metrics, remains another
open avenue. Further research might also explore
the impact of lockdowns in different countries.
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