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A B S T R A C T

Lending business crowdfunding (LBC) is an innovative financing tool for small and medium enterprises

(SMEs) and is especially useful in vulnerable and risky markets. To date, little is known about the information

transparency and management dynamics of these new platforms, partly as a result of a lack of harmonization

in the crowdfunding sector. This article draws on a qualitative multicase approach to map and classify the

main characteristics of the credit supply provided by nine LBC platforms. The database is unique and makes

this analysis particularly original. The study found some limitations to the information transparency on serv-

ices offered to SMEs who could access LBC. Alongside this, some advantages emerged, such as the timeliness

of the service, and some critical points, such as the high interest rates and the numerous fees applied to the

crowd-borrowers. The study also has practical implications, allowing SMEs to carefully assess the costs and

benefits of the LBC model.
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Introduction

The uncertain economic scenario aggravated by the COVID-19

pandemic is worsening firms’ conditions, compromising their finan-

cial sustainability and limiting access to bank credit (International

Monetary Fund, 2020).

Digital innovation in finance is playing a fundamental role in sup-

porting companies in difficulty; in fact, traditional banks joined by

FinTech, BigTech, and TechFin are expanding and diversifying their

credit offer through technological platforms (Consob, 2018). These

digital players are introducing new business models (Stulz, 2019)

penetrating into market segments typically underserved by incum-

bent banks (Jagtiani & Lemieux, 2018) or in countries characterized

by inefficient financial systems and regulatory vacuums (Ding, Kavuri

& Milne, 2021). FintTechs are changing the structure of financial serv-

ices through digital models, such as peer-to-peer lending (P2PL)

(Frost, Gambacorta, Huang, Song Shin, & Zbinden, (2019). Funds

granted through these new instruments can improve the financial

sustainability of small and medium enterprises (SMEs), encouraging

the implementation of innovative and sustainable projects.

Specifically, in a postcrisis economy, the architecture of entrepre-

neurial ecosystems must evolve and focus on new financing

alternatives (e.g., Crowdfunding and P2PL), ensuring the survival of

successful businesses (Cicchiello, 2019a). Crowdfunding (hereafter

‘CF’) is intended as an “alternative” financial circuit to the traditional

banking system, useful for economically supporting small firms (Fen-

wick, McCahery, & Vermeulenm, 2018; Havrylchyk & Verdier, 2018).

Some studies highlight CF as a driver to encourage investment in

new technologies (Brema, Bilgram, & Marchuk, 2019) or as a valuable

tool to support social initiatives related to sustainability (Bento,

Gianfrate, & Thoni, 2019).

In a complex scenario, using purely app-based customer-supplier

interaction (Buchak, Matvos, Piskorski, Seru, 2018; Fuster, Plosser,

Schnabl, & Vickery, (2019), CF offers consumers the opportunity to

become investors and finance projects, firms, or ideas, providing

even just small amounts of capital (Ahlers, Cumming, Guenther, &

Schweizer, 2015).

Beyond traditional forms of financing, CF has recently emerged as

a new player in entrepreneurial finance (Block, Colombo, Cumming,

& Vismara, 2018). However, the lack of information transparency of

the credit platforms could limit the knowledge and use of the Lending

Business Crowdfunding (hereafter ‘LBC’) model by firms, creating

problems of moral hazard or information asymmetries, as noted by

the theories of Akerlof (1970) and Stiglitz (1975).

Based on our knowledge, there are no studies that explore this

important issue in a complex banking system. This paper expands

the current literature on CF by comparing analytically the existing

LBC offers to further understand the operational characteristics and
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the information disclosed on the financial services offered to firms by

digital platforms. The issue of information transparency is empha-

sized in line with the regulatory actions of the European Commis-

sion-EC (e.g., European Crowdfunding Services Provider-ECSP; EC,

2018a and 2018b) and the European Banking Authority-EBA (e.g.,

Regulatory Technical Standard-RTSs; EBA, 2022). As a result, this

study aims to enrich the debate on the complementary role of Fin-

Tech within a turbulent banking system.

The Italian market is characterized by a banking system in which

traditional credit is a primary source for the development of firms

(Siclari, 2015). However, many SMEs have been subjected to strong

credit rationing (European Central Bank (ECB), 2020), especially dur-

ing the current pandemic (WHO, 2020). For this reason, this study

focuses on the Italian LBC market, investigating how FinTech plat-

forms can act as a substitute for bank credit and provide funding in a

digital environment (Hodula, 2021).

The empirical analysis is based on a qualitative multicase study

approach (Quero & Ventura, 2019). An original hand-collected data-

set was used, based on the universe of Italian LBC players. The data

analyzed were taken from different sources: official documents

published on portals, brief interviews with platform managers, and

consultation of two additional databases (“Crunchbase” and

“P2PMarketData”).

The results lead to a comparative map that highlights services,

information, and business access requirements for the LBC model, as

well as the opportunities and limitations of these platforms. This

study contributes to the lending-crowdfunding literature in two

ways: i) this paper is the first to simultaneously compare LBC plat-

forms on three different profiles: platforms, crowd investors, and

crowd borrowers; ii) the overall assessment shows limited transpar-

ency and greater information asymmetry for crowd borrowers than

for crowd investors. Consequently, the results highlight the need for

regulators to minimize these information gaps to ensure the develop-

ment of the LBC model. From a political and managerial perspective,

our findings could improve the knowledge of firms and investors

regarding LBC platforms as a complementary tool to traditional bank-

ing channels.

The paper is structured as follows. Section 2 explores the back-

ground and the literature review on digital credit for businesses.

Section 3 offers the characteristics of a credit market for SMEs’ cate-

gory. Section 4 illustrates the empirical framework. Section 5

describes the research design. Section 6 discusses the results. Finally,

the conclusions, limitations, and implications of the study are out-

lined in Section 7.

Background, literature review and aim of the study

Several authors have investigated the topic of access to credit for

businesses (Beck, Demirg€uç-Kunt, & Maksimovic, 2008; Cumming &

Hornuf, 2018); some studies also show the difficulties in accessing

credit for riskier and more opaque SMEs (Cowling, Liu & Ledger,

2012; Bianco, Bontempi, Golinelli & Parigi, 2013). This gap is strong

in geographical contexts where financial markets are less developed

than the banking system (Beck & Demirguc-Kunt, 2006).

Alongside these, more recent studies analyze digital innovation in

the financial sector, examining the benefits brought by new financing

tools, such as marketplace lending and CF (Agrawal, Catalini, & Gold-

farb, 2014; Ziegler & Shneor, 2020), as well as the difficulty for SMEs

to access digital tools due to their operational peculiarities (Fisch,

2019).

Other scholars have focused on policy and regulatory aspects,

examining the crucial role of regulators in enabling cross-border CF

(Zetzsche & Preiner, 2018) or the need to ensure regulatory harmoni-

zation in Europe (Cicchiello, 2019a). According to Cicchiello (2020),

these actions are useful for providing a level playing field for all

market actors and creating a more open CF ecosystem. Alongside the

literature, the European Commission with ECSP Regulation has

emphasized the need to: i) outline a single set of rules under the

authorization and supervision of the European Securities and Mar-

kets Authority (ESMA); ii) ensure greater protection for European

investors through clearer rules on information disclosures; and,

finally, iii) give greater supervisory powers by ESMA over crowdfund-

ing service providers (EC, 2018a and 2018b).

For all these factors, it is important to investigate the CF tool,

which uses web platforms to bring together the supply and demand

for online money. In this process, the key components are the crowd

of investors, the proponents of the projects to be funded, and the

platform partner network (Pekmezovic & Walker, 2016). The LBC

platforms enable “open call” credit, whereby individuals and firms

can receive liquidity to support their projects in exchange for prizes,

participation, other benefits or simply recognition (Mollick, 2014).

In relation to this aspect, the literature has identified different forms

of CF (see Herv�e & Schwienbacher, 2018, for a detailed description).

Our analysis focuses on Crowd lending platforms, which are two-

sided markets, and the lending process is an interaction between the

two sides (lenders and borrowers) and the platform. The platforms

enable an innovative loan compared to the banking channel, identi-

fied as Lending Business Crowdfunding (or LBC) (Fenwick et al.,

2018).

The existing studies focused on the LBC model investigate its abil-

ity to disintermediate banks (Havrylchyk & Verdier, 2018) and to sat-

isfy the demand for retail credit (Dore & Mach, 2022), especially in

areas that may be poorly served by banks (Jagtiani & Lemieux, 2018).

Other scholars have focused on the LBC model to highlight the

benefits a firm can gain by using digital loans as an alternative to

bank loans, business angels or funds (Ramsey, 2012). Empirical find-

ings show that the collection approach used by the CF model is

attractive to entrepreneurs, using collective decision-making to eval-

uate and raise funds (Bruton, Khavul, Siegel, & Wright, 2015), known

as the “wisdom of the crowd” (Boutillier, 2019). Furthermore, accord-

ing to Boot, Hoffmann, Laeven & Ratnovski, (2020), LBC scale the

information asymmetry problem on SME behavior, as investors

require less business information and less detailed contracts (Macht

& Weatherston, 2014). This is particularly advantageous for SMEs,

which are not very transparent due to a lack of skills (Pekmezovic &

Walker, 2016).

Consequently, in LBC platforms, the issue of information transpar-

ency (i.e., clear and exhaustive loan information, including the char-

acteristics and risks of financial operations) is simplified and relies on

feedback to certify the validity of a project to be financed. However,

as highlighted in the study of Nowak, Ross, & Yencha, (2018),

an extensive business loan description by borrowers increases fund-

ing opportunities, while the platform’s feedback allows the firm

requesting the funds to easily know the investor’s perception of its

reliability.

In a context characterized by a diversity of opinions, indepen-

dence, and the decentralization of information, as in the LBC, deci-

sions can be more efficient than if a single person were to make

them. According to Surowiecki (2005), opportunistic or fraudulent

behavior on the part of those who raise money is “censored” by the

crowd, in addition to the usefulness of innovative financial contracts,

which can mitigate the financial frictions affecting SMEs (Wang,

Zhang, & Zhao, (2021).

Similarly, the use of FinTech lending platforms can mitigate infor-

mation frictions in the loan, improve the choices of applicants and

at times bridge the credit gap created by the traditional banking

channel.

On the borrower’s side, the evidence suggests that proximate

knowledge (direct or inferred) brings out weak information and, as a

result, the FinTech lending platform should be able to price and/or

access benefits for potential borrowers.
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Additionally, Voelker & McGlashan (2013), analyzed the benefits

of the tool and showed how SME owners can use LBC to raise capital

and finance future efforts without running into debt or diluting

assets, while Ingram, Teigland, & Vaast, (2014) show that the entre-

preneur could use LBC as proof of market demand to apply for a bank

loan. Conversely, if the applicant firm is already excessively indebted,

LBC can be considered a flexible and time-saving solution as an alter-

native to bank credit (Maier, 2016).

Some studies report the limitations of LBC. For example, Valan-

ciene & Jegeleviciute (2013), used a SWOT analysis to highlight

administrative and accounting challenges as criticalities, such as the

risk that ideas and business models presented to the public can be

easily stolen and the various inefficiencies in the flow of information

between investors and borrowers. On the investors’ side, some schol-

ars have analyzed investment criteria, motivation, and lender profile

(see Pierrakis, 2019, for a detailed description); among these, the

study by Dorfleitner, Hornuf & Weber, (2022) shows that investors

are paralyzed by the shock they experience when a loan in their port-

folio defaults; as a result, they invest less and stop diversifying their

portfolios.

Critical aspects pointed out in the literature also include an

average annual interest rate that is 3 to 7 percentage points higher

than the loans granted to SMEs by banks (Palladino, 2021).

Researchers have pointed to a greater liquidity risk and default risk

of the platform compared to the banking channel (Yoon, Li, & Feng,

2019) or a moral hazard that reduces investor confidence in LBC

(Yan, Lv, & Hu, 2018). In addition, Gallo (2021) and Ly�ocsa,

Va�sani�cov�a, Hadji Misheva, & Vateha, (2022) have shown a lower

level of caution taken by the lending platform in terms of the bor-

rower screening activity or credit risk assessment. However,

according to more recent studies (Darmon, Oriol & Rufini, 2022),

this problem can be mitigated with the integration and interaction

of different types of decision support systems (rating-based and

bidding agents), which facilitate the process and minimize risks,

especially when the crowd has low financial literacy. To improve

investor protection, EBA has recently outlined RTSs with the aim of

reducing information to the detriment of lenders’ category in the

LBC model and strengthening this form of financing. Specifically,

RTSs define the requirements and model that which platforms

should adhere to; present the necessary information for investors

to make informed investment decisions (e.g., cost, charges, financial

ratio); and require platforms to inform investors of the robust pro-

cesses for credit scoring (EBA, 2022). Hence, regulatory actions aim

to reduce potential information asymmetries between project own-

ers, crowdfunding service providers, and investors.

However, considering these regulatory changes of the LBC model,

further insights are needed to facilitate its development in the credit

market, such as the level of information provided, commercial

aspects, loan risks, orderly resolution of platform failure, and security

and operational risks (Milne & Parboteeah, 2016).

Taking the specificities, advantages and limitations of LBC into

account, some studies have carried out comparative analyses of the

“cross-cultural” and “cross-territorial” type to investigate the factors

that contribute to the success of the platforms. For example, Cosma,

Pattarin, & Pennetta, (2020) analyzed an original world sample of 30

LBC platforms by identifying four distinct business models for strate-

gies, financial services, risk positions and target customers. Similarly,

other Canadian market analyses investigated 51 equity-based CF

platforms, finding that the due diligence services offered by the plat-

forms positively influence the ability of funding initiatives to be suc-

cessful (Cumming & Zhang, 2016).

Based on previous studies, this paper explores the characteristics

of LBC through a vulnerable and bank-centric credit market, such as

the Italian market, and answers the following research questions:

RQ1: What are the services and information that LBC platforms offer

to firms?

RQ2: Is the offer of services and information on the LBC platform spe-

cialized by the industrial sector or customer (lender and/or borrower)?

Bank credit and Lending Business Crowdfunding in a troubled

market

The peculiarity of this study is linked to the credit market exam-

ined and the many SMEs with financial problems featured, such as

the Italian case (Botero, Cruz, DeMassis, & Nordqvist, 2015; ISTAT,

2019). Exogenous and structural factors, such as worsening economic

conditions, the pandemic, restrictive prudential supervisory regula-

tions for banks and the growing volume of nonperforming loans

(NPLs), have generated severe pressure on the banking system and

triggered credit rationing mechanisms for SMEs and microenterprises

(McKinsey & Company, 2020).

Consequently, the Italian credit market is characterized by (Bank

of Italy, 2019): i) a contraction in the demand for loans by businesses;

ii) an increase in the rate of rejection of loan applications; and iii) a

reduction in the amount of credit granted to SMEs.

In response to liquidity needs, aggravated in the pandemic sce-

nario, the government and various institutions have outlined specific

measures with the aim of offering economic support to the entrepre-

neurial system (Bank of Italy, 2020).

In this critical context, the development of alternative lines of

credit has assumed importance, such as lending CF, which can pro-

vide financial support to SMEs. Due to peculiarities, such as flexibility

and small size, SMEs are the core of economic growth and employ-

ment in countries impacted by the pandemic. In addition, sustainabil-

ity and well-being are issues more closely linked to FinTech

operators, given the new technologies and the business model they

use (OECD, 2017). In relation to this, the latest data available on the

Italian market highlight a significant development of credit through

the LBC model, as represented in Fig. 1. Specifically, Fig. 1 illustrates

the number of LBC platforms active in Italy, as reported by the Entre-

preneurship & Finance Observatories Italian Report on CrowdInvest-

ing by PoliMI (hereinafter, PoliMi Report) from 2016 to 2021. The

increase in LBC platforms, reaching 10 operators in 2021, confirms

the growing importance of new digital credit tools for businesses.

The development of the LBC model in Italy, along with the diffi-

culty of accessing credit for SMEs, justifies this research into the char-

acteristics of this financial tool to improve services. In fact, better

transparency and completeness of services allows FinTechs to finance

SMEs in difficulty, redesign the link between people and businesses

and support the development of social and inclusive finance.

The empirical framework of this analysis

To answer the research questions, a specific empirical analysis

path was developed that starts with the LBC platform service and

identifies the operational process and the actors involved, under-

stood as the pillars of interest (Rossi & Vismara, 2018). The frame-

work for this analysis is illustrated in Fig. 2. It schematizes the key

steps of the LBC process in a FinTech platform, the three pillars

(named A, B, and C) and the connections between them. Therefore,

the subjects of this analysis are the LBC platform (pillar A); crowd

investors, who are looking for investment opportunities (pillar B);

and crowd borrowers looking for funding (pillar C). The characteris-

tics that describe each pillar, considered as a whole, offer an exhaus-

tive picture of the information on LBC services offered in Italy,

which provides the basis of information for answering the research

questions.

Fig. 2 illustrates the main phases of the LBC process. The platform

acts as an intermediary who, with its services, reduces information

asymmetries and assesses risk, thus facilitating the exchange

between crowd-borrowers and crowd-investors. In this process, the
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innovation lies in the business model of the internet platform that

facilitates the meeting between users (Omarini, 2018).

Specifically, the money transaction takes place through the fol-

lowing steps (upper side of Fig. 2):

- the registration of crowd-borrowers, including the complete tex-

tual information on the business project (objectives, risks and

profitability), followed by the visualization of the same on the

portal;

- the registration of crowd investors, which requires the evaluation

of their risk and return profile (Mifid compliant), subsequently

assigned to the most suitable;

- the crowd investors can decide the project on which to invest

(direct model) or leave this choice to the platform (diffused

model) after logging in; subsequently, the loan agreement is

signed;

- the money is deposited into a physical bank account of the appli-

cant firm;

Fig. 1. The growth of the LBC platforms in the Italian credit market (period 2016-2021)

Source(s): Authors’ elaboration based on PoliMi data.

Fig. 2. The empirical framework of our analysis

Source(s): Authors’ elaboration.

V. Stefanelli, G.B. Ferilli and V. Boscia Journal of Innovation & Knowledge 7 (2022) 100278

4



- the LBC platform regulates money transactions between crowd-

borrowers and crowd-investors and resolves any operational

problems and late payments.

In addition, this framework identifies the characteristics of the

three pillars: A, B, and C (lower part of Fig. 2). Pillar A, referring to the

LBC platform, includes the type of loan disbursed (loan offer), the risk

requirements for access to the loan (rating firms served), the

response times (service timing) and other services offered (through

partnerships). Pillar B, referring to crowd investors, includes the type

of investors admitted, from the minimum and maximum amounts

for the loan (investment range), the average interest rates on the

loan (interest rate), the commissions (fees) to be paid by investors

and by the mechanisms for their protection used by the platform

(investor protection), as well as the right to disinvest before the con-

tractual expiry (early disinvestment). Finally, pillar C, referring to

crowd-borrowers of funds, includes the firm’s seniority (year of activ-

ity), the performance (minimum level of annual turnover), the loan

maturity, the guarantees to protect the investor (guarantees), the

financing rate (Nominal Annual Rate, NAR), the costs and commis-

sions (service costs and fees), and finally the early repayment of the

loan (early termination).

This empirical framework, articulated in three pillars, is applied

for the assessment of the LBC market in Italy. The aim is to capture

exhaustive information on the credit supply by digital platforms.

Research design: case-study selection and data

This study investigates the Italian LBC market using a qualitative

multicase approach due to the small size of the market. Case studies

are particularly relevant for questions related to recent and contem-

porary events in which there is no data length (Yin, 2009). Further-

more, the case studies offer a detailed understanding of a real-world

scenario (Ridder, Hoon, & McCandless Baluch, 2014), which allows

for bridging the gap between firm theory and practice, as qualitative

methodologies are better suited for firm management (Massaro,

Dumay, Garlatti, & Dal Mas, 2018).

The Italian market segment, the object of this analysis, is currently

represented by ten operators, identifiable as pure for-profit lending

platforms for business customers (PoliMI Report, 2016-2021). This

study exclusively analyzes pure for-profit lending platforms to

compare (cost‒benefit analysis) with traditional bank loans. The evo-

lution of LBC markets from 2016 to 2021 was observed, the first and

last year of publication of the data from the PoliMI Report. The analy-

sis found that one of the 10 LBC platforms has recently changed busi-

nesses, becoming a technology provider in 2021; for this reason, the

player does not meet our selection criteria and has been excluded

from the empirical analysis. The study reported an alternative credit

offer as opposed to the traditional one based on nine LBC Italian plat-

forms. For confidentiality purposes, the platforms’ real names have

been disguised and indicated as Alpha, Beta, Gamma, etc..1

Seeking to preserve the rigor of the research, data should be col-

lected from multiple sources, as suggested by the literature (Voss,

Tsikriktsis, & Frohlich, 2002). The information referring to each case

study was updated in September 2021 and was hand-collected by

the authors. The key documents analyzed were platform informa-

tional documents and regulatory examination reports available to

the user with access to the platform. In addition, three different inter-

changeable methods were used to fill the information gaps: i) inter-

action with the platform’s chatbots or direct dialog with the platform

managers (in compliance with their internal policies); and ii) consul-

tation of additional data platforms relating to CF, such as the “Crunch-

Base” Database and “P2PMarketData” Database.

Table 1 describes the institutional profile of the nine exploratory

case studies. The main information is completed with the data in pil-

lar A.

The nine LBC platforms are described as follows: anonymous

identification of the case study (c.1); start date of activity (c.2); legal

profile (c.3); legal headquarters (c.4); platform manager (c.5); range

of employees (size of the platform) (c.6); business model (c.7); and

volume of credit granted (from the start date of the activity to Sep-

tember 2021) (c.8). Finally, the last column indicates the source of

the data.

The data collected show that the platforms have been active for

several years in Italy, acting as intermediates in meeting the financial

needs of firms in an innovative way. The legal profile of the platforms

shows that six out of nine cases are recognized as “Payment Entities”

or “Agents for Payment Entities”. These players are subjects autho-

rized by the banking supervisory authorities and, therefore, subject

Table 1

The LBC case studies’ institutional profile and characteristics.

c.1 c.2 c.3 c.4 c.5 c.6 c.7 c.8 Data Source

Case Study Start Date Legal Profile Legal Headquarter Platform

Manager

Range of

employees (units)

Business

Model

Credit Granted

(millions €)

Alfa 2013 Payment Entities/

Asset Management Company

Milan (IT) 3 JSC 11-50 Diffused 391.194 c.1. and c.8 = PoliMi Report; c.2, c.3,

c.4, c.5, c.6= web site;

Beta 2017 Agent for Payment Entities Milan (IT) 1 JSC and 1 AS 51-100 Direct 159.746 c.1. and c.8 = PoliMi Report; c.2, c.3, c.4,

c.5, c.6, c.7= web site;

Gamma 2017 Agent for Payment Entities Milan (IT) 1 JSC and 1 AS 1-10 Direct 34.11 c.1= PoliMi Report; c.2, c.3, c.4, c.5, c.6,

c.7= web site; c.8 = CrunchBase

Delta 2015 Financial Institution Milan (IT) 3 JSCs 51-100 Diffused 1.7 c.1 and c.8 = PoliMi Report c.2, c.3, c.4,

c.5, c.6, c.7 = web site;

Epsilon 2018 Agent outsourcer/

Electronic Money Institution

Bergamo (IT) 1 LC 1-10 Direct 7.476 c.1 and c.8 = PoliMi Report; c.2, c.3, c.4,

c.5, c.6, c.7 = web site;

Zeta 2020 Payment Entities Bergamo (IT) 1 LC 11-50 Direct NA c.1 = PoliMi Report; c.2, c.3, c.4, c.5, c.6,

c.7, c.8= web site;

Eta 2021 Payment Entities Milan (IT) 1 LC and 1 JSC 1-10 Direct 629.200 c.1 = PoliMi Report; c.2, c.3, c.4, c.5, c.6,

c.7, c.8 = web site;

Theta 2020 Electronic Money

Institution Agent

Milan (IT) 1 JSC and 1 AS 1-10 Direct 177.750 c.1 = PoliMi Report; c.2, c.3, c.4, c.5, c.6,

c.7 = web site;

Iota 2015 Agent for Payment Entities Udine (IT) 1 LC 1-10 Direct 0.141 c.1 and c.8 = PoliMi Report; c.2, c.3, c.4,

c.5, c.6, c.7 = web site;

Legend: LC: Limited Company; JSC: Joint Stock Company; AS: Anonymous Society; NA: Not Available.

Source(s): Authors’ elaboration.

1 The authors are able to provide the database of nonanonymous case studies upon

request.
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to public control to ensure transparent, sound, and prudent manage-

ment to protect the customer investor.

The geographical position of the platforms’ registered office is

interesting and exclusively concentrated in northern Italy. This aspect

can have important implications on the financial behavior of the

firms that access the LBC and lead to different levels of innovation

and social and economic development between Northern and South-

ern Italy, even if the digital offer is disconnected from the place of

establishment of the firm. For the protection of customers, we high-

light that the platforms manage the cash flows between the two cate-

gories of crowd investors and crowd borrowers through special

debits and credits in “payment accounts” in the name of a specific

platform manager. Consequently, the intermediary operates without

acquiring the ownership of the administered sums for the principle

of asset separation between the platform intermediary, the crowd

funders, and the crowd borrowers. This constraint reduces the risk of

fraud or bankruptcy for LBC.

In addition, three different size classes (No. of employees) of LBC

platforms were identified: i) 1-10 employees; ii) 11-50 employees

and iii) 51-100 employees; mostly, the portals belong to the first cat-

egory and are typically identified as small-sized FinTech firms, as effi-

cient operators. Another feature is the type of business model aimed

at crowd investors in response to RQ2. In fact, the service model

adopted by platforms is an important element of offering specializa-

tion. Our data reveal that two out of nine platforms adopt the “dif-

fused”model, while the remaining seven adopt the “direct”model. In

the first model, the platform has an active role. It associates the busi-

ness project to be financed with crowd investors through “automatic

diversification”, based on the risk and return profile expressed by

lenders (Mifid Directive compliant mode). In this case, the platform

works for allocating money and minimizing risks, for example, with

the implementation of a decision support system, as highlighted in

the study of Darmon et al. (2022). In contrast, in the “direct” model,

the platform operates in the “lender choice” mode, which allows the

crowd investor to independently choose the project to be financed

based on a short “identikit” of information on the project provided by

the crowd borrower. The greater diffusion of this second model in

Italy places the LBC as an investment service comparable to wealth

management if one adopts the perspective of an evolved crowd

investor, such as a trader. In fact, an investor’s choice of LBC portal is

based both on the risk and return profile of the business project and

on the investor’s choice to select their own assets.

Finally, the amount of credit assigned by each platform highlights

the fact that LBC players are more developed and established in the

Italian market.

Results and discussion

According to our empirical framework and research questions,

this section presents and analyzes the main evidence collected in the

LBC case studies against the background of the current literature.

The analysis of Pillar An illustrates the information and financial

services offered by the nine pure-for-profit LBC platforms (c.1), as

shown in Table 2.

Our comparative analysis highlights a credit offer of portals spe-

cializing in the granting of business loans, which, in all cases, includes

SMEs’ loans (c.2). In detail, Alfa, Delta, Eta and Theta offer a hybrid

business model, expanding the range of services offered to custom-

ers. For example, the Alfa case offers a Software as a Service (SaaS)

solution through a modular platform, which can be integrated into

any financial tool already in use by crowd-borrowers. Beta case offers

“digital factoring” and “supply chain finance” services. In the Eta case,

the services offered include the purchase and collection of outstand-

ing receivables from the Public Administration. Finally, the Theta

case only admits real estate or energy projects to be financed (i.e.,

vertical specialization).

The distinctive aspects of these offerings of platforms’ provide a

primary answer to RQ1. The platforms are characterized by a high

degree of diversification and customization of services offered as a

result of their business strategy, often aimed at increasing market

share. Moreover, in response to RQ2, this analysis showed that some

players have also developed a specialized offer from the industrial

sector, as in the Theta case mentioned above.

Hence, these diversification strategies confirm the evolution of the

LBC model as an “alternative” financial circuit to the banking system,

which could better respond to the financial needs of different types

Table 2

Analysis of Pillar A relating to the financial services offered by the LBC Platforms.

c.1Case Study c.2 c.3 c.4 c.5

Loan offer Rating firms served (range) Service timing Partnership

Alfa BL (Individual Enterprises

Companies, SMEs, Professionals)

SaaS

A - G TTY= 24h

TTC= 72h

Neo-bank, Independent Asset Manager

Financial advisors, FinTech Incubator

Beta BL (SMEs and Commercial Firms) A+ - C TTY= 24h

TTC= 1 week

Financial Institutions

Neo-bank

Industrial group

FinTech Incubator

Gamma BL (Corporations, SMEs, Cooperatives, Start-ups,

Franchising,)

A3 - C1 TTY= 72h

TTC= Variable

FinTech Incubator, Tech Industry

Digital financial services platform

Delta BL (Individual Enterprises, SMEs

Digital Factoring & Supply Chain Finance)

NA TTY= 72h

TTC= Variable

Credit Brokers, Accountants

Suppliers, Incumbent-Bank, FinTech for Digi-

tal Score service, Leading companies

Epsilon BL (SMEs) A - D TTY= 48h

TTC= 1 week

FinTech Incubator, Financial Intermediation

Risk Center, Financial Institution, Digital

project incubator, API Provider

Zeta BL (SMEs) NA TTY= few days (not specified)

TTC= NA

Services Provider for credit scoring,

Financial Intermediary

Eta Financing of Public Administration Credit

purchase operations

NA NA NA

Theta BL (Individual Enterprises, SMEs, Corporate

Companies for Real Estate or Energy Projects)

A3 - D NA Freelancers (financial advisors, techs experts,

etc.), Services Provider for credit scoring

Iota BL (SMEs, Corporations, Cooperatives,

Individual Enterprises)

AAA - B NA NA

Legend: NA: Not Available; BL: Business Loans; TTY: Time to yes; TTC: Time to cash.

Source(s): Authors’ elaboration.
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of firms by size and sector (Fenwick et al., 2018; Havrylchyk &

Verdier, 2018).

Consistent with the estimated default risk, the platform assigns a

risk rating ranging from A (best) to G (worst) with a corresponding

interest rate for each loan. Looking at the admissible ratings (c.3)

reported in the Alfa, Epsilon and Theta cases, contrary to the findings

of Fuster et al. (2019), the LBC platforms offer credit to firms with a

medium-high risk level. This confirms that LBC is an inclusive solu-

tion, especially in risky contexts characterized by credit rationing

problems, such as the Italian case (Cowling et al., 2012; Bianco et al.,

2013). Financial inclusiveness is another element that satisfies RQ2.

The platforms’ offer, in some cases, seems oriented towards high-risk

firms. This aspect makes the LBC model very attractive for SMEs, as

stated in the study of Bruton et al. (2015). In addition, as pointed out

by Fuster et al. (2019), FinTech lenders use a less personalized loan

process that relies on hard information, which could reduce credit to

borrower applications that rely on soft information (e.g., exhaustive

loan descriptions; Nowak et al., 2018). At the same time, this analysis

revealed little evidence of transparency of rating information in the

latest Delta, Zeta, and Eta platforms. This aspect can limit the devel-

opment of LBC, generate inefficiencies and be a waste of time for

operators who refuse funding, as it is excessively risky compared to

the platform standards. To fill these information gaps on credit

assessment, the EBA has acted with the abovementioned RTSs.

The data show a high efficiency of the LBC model in response

times to the loan request (c.4): in six cases, the “time to yes” is

equal to 24 hours, and the “time to cash” is between 48 and

72 hours. Response time is the real advantage of LBC platforms,

achieved through a lean and digital organization to evaluate the

requests of firms, in conformity with previous studies (Maier,

2016). For example, using loan-level data on mortgage applica-

tions and originations, Fuster et al. (2019) showed that FinTech

lenders process mortgage applications 20% faster than other lend-

ers. It is a strength of digital lending that is important for firms

that manage business volatility.

The analysis of Pillar A was completed with the services offered

through the partners (c.5), highlighting a commitment to the expan-

sion of business services through close partnerships with other play-

ers (e.g., credit scoring service providers, financial consultants,

lawyers). LBC has, in fact, become a broader and more complete ser-

vice in favor of SMEs with limited organizational skills and financial

resources (Pekmezovic & Walker, 2016). Partnership mapping is an

element of further response to RQ1. Platforms are changing their

business model, which is evolving toward the concept of digital eco-

systems. These service ecosystems can improve the spread of the LBC

model in response to financial needs. The FinTech development strat-

egy in the credit segment is based on a cooperative and noncompeti-

tive logic with traditional operators, as also highlighted by Hodula

(2021). The partnerships range from incumbents to neo-banks, pro-

moting the collaboration between traditional banks and FinTech

operators. Through partnerships, the first can efficiently reshape their

core business activities, integrating digital solutions developed by

FinTechs. The second, instead, can improve their profitability by

leveraging some of the bank’s strategic assets, such as a loyal cus-

tomer base. However, according to Fuster et al. (2019), in the long

run, it is unclear whether technology-based lending will remain

dominated by nonbanks or whether incumbent banks will be able to

use technology to regain market share in the mortgage market.

Table 3 illustrates the characteristics of Pillar B, referring to crowd

investors. The data collected show that seven platforms tend toward

an “institutionalization” of their financial services, characterized by a

double category of crowd investors (c.2), private and institutional/

professional.

The seven players are also turning to investment funds to expand

the credit offer to crowd borrowers beyond the financing capacity of

private individuals. As a consequence, “investment range” (c.3)

through LBC can vary from a minimum of 20 euros to a maximum of

2,000 euros per project. These investment thresholds can guarantee

financial inclusion and good asset diversification to the benefit of the

overall investment risk. In response to RQ2, the different categories

Table 3

Analysis of Pillar B relating to the crowd-investors’ profile.

c.1Case Study c.2 c.3 c.4 c.5 c.6 c.7

Type ofCrowd-Investors Investment range (€) Interest rate(Annual

average value, %)

Fees Investor Protection Early disinvestment

Alfa PI

II

≥ 1.000 5.00 gross

Management Fees

Credit Recovery

Lender Protection" “MCC’’Fund

Possible

Beta

PI

I/PI

≥ 20, ≤ 2.000 ≤ 9.90 NF Credit Recovery

Public Guarantee Fund for SMEs

(at discretion)

NP

Gamma PI

I/PI

≥ 250 Min. = 2.50

Max. = 9.50

Account Deposit Fees Credit Recovery

Treasury Service

Management Control

Guaranty Policy

NP

Delta II NA NA NA Public Guarantee Fund for SMEs NA

Epsilon PI

I/PI

IF

≥ 20 ≤ 9.00 NF Blockchain system to manage

contracts between actors

Loans secured by shareholder

guarantees

Possible

Zeta PI ≥ 50 Min.= 7.00

Max.= 11.00

NF NA Possible

Eta PI ≥ 500 Min. = 5.00

Max. = 8.00

NF NA Possible

Theta PI

I/PI

≥ 250 Min. = 9

Max. = 15

Account Management

Fees

No protection NA

Iota PI

I/P

NA NA Account Opening Fees

Personal Guarantee

Debt collection

Possible

Legend: NA: Not Available; PI: Private Investors; I/PI: Institutional and Professional Investors; II: Institutional Investors; IF: Institutional Found; NP

Not Possible; NF: No Fees.

Source(s): Authors’ elaboration.
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of investors and the variable amount of investment confirm the spe-

cialization of the LBC model by customer (in this case, the lender

side).

Crowd investors can also benefit from an estimated return (c.4)

equal, on average, to 8.2%, subject to taxation (Cicchiello, Battaglia, &

Monferr�a, 2019b). This result, however, must take into account the

entry costs and managing costs the investments passed on to crowd

investors in terms of “fees” in favor of the platform (c.5) (as emerged

in cases Alfa, Epsilon and Iota). The business model of six out of nine

LBC platforms is of the fee-based type; in some of these cases (Alfa,

Gamma and Theta), management fees are charged (calculated on a

daily basis and charged to the “payment account”), while in other

cases (Beta, Gamma, and Iota), deposit fees for the account are

charged (as a percentage of the sums paid).

The possibility of loan default is inevitable in the LBC process. For

this reason, most of the platforms analyzed recommend that invest-

ors diversify their portfolio platform to offset some of the negative

effects of default, as also stated in the study of Ziegler & Shneor

(2020). Consequently, the focus here is on the crowd-investor protec-

tion measures (c.6), noting that no measures are indicated in three

cases (Zeta, Eta and Theta). In contrast, in other cases, the “protection

of the investors” is declared through guarantees from shareholders

(Epsilon), guarantees from public funds (Alfa, Beta, Gamma and

Delta) or private funds (Iota) to cover losses in the event of insolvency

of the financed firms. These funds are financed by ad hoc commis-

sions paid by crowd borrowers.

To protect crowd investors and promote the widespread use of

this tool, it would be important for each platform to provide a “guar-

antee fund” to cover the risks of losing the investment, especially

considering that the early disinvestment of the invested funds (c.7) is

allowed only among the five longest-established players (Alfa, Epsi-

lon, Zeta, Eta, and Iota).

Table 4 illustrates the analysis of Pillar C, referring to the crowd

borrower requirements set by the nine platforms (c.1). We remark

that some players carry out an initial screening of loan applications

by adopting the following admission prerequisites: “Years of Activity”

in the market (c.2), at least equal to two; “Minimum Turnover” (c.3),

€ 50,000 or above. This is an important aspect to mitigating default

or liquidity risks, as pointed out by Yoon et al. (2019) and Gallo

(2021), but it is also an element of “discrimination” of potential cus-

tomers. Once again, in response to RQ2, the offering is specialized by

customer (in this case, the borrower side). Moreover, it is inferred

that crowd borrowers are also allowed in the start-up phase. LBC’s

willingness to finance start-up firms is important when we consider

that these firms’ category is rationed by commercial banks. The item

relating to the “Funded Bracket” (c.4) is significant: in most cases, the

platforms finance a minimum amount (from € 10,000 to € 30,000)

and a maximum amount (from € 250,000 to € 5,000,000). In refer-

ence to this, it is assumed consistent that the Beta’s case grants loans

up to the threshold of 5,000,000 euros (the maximum cut of the mar-

ket), highlighting its orientation to a wider segment, representative

of SMEs, start-ups, and corporate firms. Regarding the “Loan Matu-

rity” (c.5), it is normally not more than 60 months, except for the

Beta (84 months) and Iota (120 months) cases.

The “guarantees” for the repayment of the loan (c.6) are required

in a few cases (Alfa, Gamma, Zeta and Iota) to promote greater finan-

cial inclusion of firms. A crucial aspect is the pricing on the LBC model

(c.7). The average ranges of the “Nominal Annual Rate (NAR)” show

that the LBC costs approximately 6.82% to the crowd borrower, reach-

ing the maximum value of 10.15%. These are estimated values, as the

NAR is related to the risk of the firm and does not include additional

costs for the crowd borrower (commissions and penalties). Therefore,

the actual cost of the LBC can only be assessed at the maturity of the

loan.

Table 4 also shows the “service coast and fees” requested from

crowd borrowers (c.8), the revenue of the platforms. In five cases,

there are various types of commission, such as requested fees (% on

credit); various fees (for feasibility analysis, drafting of the project

sheet, flows management and the repayment plan); exceptional fees

(% of the residual amount amortized in advance), fees for late

Table 4

Analysis of Pillar B relating to the crowd-borrowers’ profile.

c.1 Case Study c.2 c.3 c.4 c.5 c.6 c.7 c.8 c.9

Years of

Activity

Minimum

Turnover (€)

Funded

Bracket (€)

Loan Maturity

(months)

Guarantees Nominal Annual

Rate (NAR, %)

Service Costsand Fees Early

Termination

Alfa ≥2 ≥ 1mln /

≥ 500 k

F ≥ 10 k

F≤ 2 mln

Max. 72 PG Min. 3.4

Max. 7.4

Institute Fees

Payment Collection Fees

Provider Protection Fund

Fees

Exceptional Fees

Possible

Beta NA ≥ 250 k F ≥ 30 k

F≤ 5 mln

Min. 3

Max. 84

No PG Min. 4.00

Max. 9.9

Requested Fees

FlowManagement Fees

Exceptional Fees

Possible

Gamma NA NA F≥ 30 k F≤ 3 mln Min. 12

Max. 60

Possible Min. 2.5

Max. 9.5

Various Fees

Success Fee

Possible

Delta ≥ 2 ≥ 50 k F ≥ 12 k

F ≤ 1.5 mln

Min. 3

Max. 60

No Guarantees

(Presence of Guarantee

Fund)

Min. 1.00

Max. 10.9

Payment Fees

Unpaid expenses for failed

charge

Agreed delay Fees

Platform usage Fees

Possible

Epsilon ≥3 Not required F ≥ 35 k

F ≤ 5.mln

Min. 4

Max. 60

No PG Min. 7.00

Max. 9.00

Success Fees

(at the end of the capital

raising process)

NA

Zeta NA NA NA Min. 1

Max. 12

Possible 12.00 NA Possible

Eta NA NA NA Min. 18

Max. 24

NA NA NA Possible

Theta NA NA NA Min. 6

Max. 12

No PG 15.00 NA Possible

Iota NA NA NA Min. 6

Max. 120

PG Min. 3.50

Max. 7.50

NA NA

Legend: NA: Not Available; PG: Personal Guarantees.

Source(s): Authors’ elaboration.
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payment; and success fees (paid at the end of the capital raising pro-

cess). In the remaining four cases, there is a lack of transparency of

LBC costs. In response to RQ1, the platforms analyzed show a high

degree of unevenness in the information transparency of service

management costs. Finally, the “Early Termination” of the loan (c.9)

is always guaranteed, without additional costs for the crowd bor-

rower, except for two cases (Beta and Delta).

Although the NAR is a nominal value, given the lack of informa-

tion on the effective interest rates in the platforms, to evaluate the

cost of the LBC, in Table 5, we report a comparison between the Aver-

age NAR on the LBC and the Average Overall Effective Rates (AOER)

applied to the traditional bank loans granted in the same period

(Bank of Italy, 4th quarter 2021).

Table 5 lists the AOERs relating to “Loans with mortgage guaran-

tee” (fixed rate and variable rate) and “Advance on trade receivables”

(broken down by loan thresholds). We believe these types of loans

are similar to LBC.

The comparison shows that the average AOERs applied to fixed

(1.94%) or variable (2.18%) bank loans are always below the average

NARs applied to the LBC (6.82%). The AOERs applied to banks’ advan-

ces on trade credit (4.96% and 2.97%) are almost always below the

average NARs applied to the LBC (6.82%), except in the case of lower

trade credit advances to 50K euros (6.88%). Consequently, we deduce

that loans granted through LBC platforms are more expensive than

the loans provided by the traditional banking system. The cost of the

LBC will be even higher if, in addition to the NAR, additional costs to

be paid by the crowd borrowers (various and additional fees) are con-

sidered. This aspect therefore increases the cost of LBC for a firm.

The higher pricing of the LBC compared to traditional credit may

depend on the characteristics of the firms financed: hypothetically,

they may be riskier, “unbanked” borrowers (defaults or lack of guar-

antees) or more indebted. These firms turn to FinTech operators,

which promote financial inclusion and are more sensitive to the ethi-

cal and sustainable nature of projects. Consequently, the main

strengths of LBC (compared to the traditional banking channel) are

the ability (a) to respond promptly and flexibly to loan applications,

and (b) to satisfy “unbanked” customers and favor the sharing of col-

lective and social interests between individuals. We believe these

hallmarks of LBC justify the higher funding rate for borrowers com-

pared to bank credit.

In a complex and risky market, such as the Italian market, this

is a financing solution that the firm must evaluate, while also con-

sidering the expected profitability of the project to be financed.

Moreover, to foster knowledge of LBC by firms, platforms need to

improve customer information and be more transparent, as evi-

denced by previous studies (Pekmezovic & Walker, 2016; Wang

et al., 2021). In this regard, in response to the initial RQ1, our anal-

ysis reveals that the information transparency of the platforms is

uneven between crowd borrower and crowd investor: the infor-

mation gap is more evident for the former because information on

financial services and related costs are not always accessible. This

is an important aspect to monitor and explore in future research,

which represents a limitation for a firm’s knowledge and develop-

ment of FinTech credit.

With reference to the crowd investor, it is necessary for lenders-

customers to demonstrate an adequate degree of financial education

to understand the riskiness of the investment, especially if the LBC

platform adopts a “direct” model. To mitigate these risks, RTSs out-

lined by the EBA aim to reduce potential information asymmetries

between platform actors and ensure a minimum set of common

standards in terms of credit risk assessment and risk management

structure (EBA, 2022). These new measures, combined with the ECSP

passport (EC, 2018a and 2018b), try to increase information transpar-

ency, improve security for users, and strengthen this form of financ-

ing with cross-border activity.

Conclusions, limitations, and implications

Using an original empirical framework, this study explores the

characteristics of lending CF and creates a comparative map of the

services and information that LBC platforms offer to crowd borrowers

and crowd investors. Information asymmetries in the LBC model

reduce the trust in the tool by potential users and, consequently,

slow down the development of new financial products in the credit

market.

The focus of this study is on FinTech platforms in the Italian credit

market, which showed growth from 2016 to 2021, considering the

data from the PoliMi Report. The current nine pure for-profit LBC

platforms in Italy were analyzed as case studies. The results show

that the LBC is an alternative financial circuit to bank credit, even

though banks in Italy still play a crucial role in the economy. As

smaller and riskier companies are subject to rationing, FinTech in

the credit segment is therefore an innovative, complementary, and

useful solution to finance entrepreneurial, ethical and/or sustainable

projects.

Some specificities of credit platforms emerge from our original

map. First, all platforms are subject to banking supervision and adopt

segregated liability to protect customers. The players are concen-

trated in Northern Italy, highlighting a greater knowledge of the

instrument by professionals and investors and the financial develop-

ment of the area. It is not known whether this affects the geographic

origin of customers, as there are no data on the matter and digital

technology crosses geographic boundaries.

The results also highlight an evolution of the LBC platforms as, in

addition to traditional credit, offering additional services, such as

financial and legal advice and incubation. The diversification of serv-

ices is achieved through strategic collaboration with banks, which

allows LBC visibility on the market even in the start-up phase.

However, the results show limited transparency and greater infor-

mation asymmetry for crowd borrowers compared to crowd invest-

ors because, in many cases, the platforms do not indicate the

requirements for access to finance, interest rates, guarantees and

costs applied to the service.

This finding is an import contribution to the Lending CF literature,

which mainly highlights information gaps on the investors’ side, ana-

lyzing their profile (Pierrakis, 2019) and behavior (Dorfleitner et al.,

2022). Investor protection is also one of the priorities highlighted by

the recent EBA’s RTSs (EBA, 2022). Consequently, the analysis

Table 5

The AOERs applied by the banking sector versus the NARs applied by the LBC platforms.

Type of Loans Average Overall Effective Rates

(AOER) (Bank of Italy, IV quarter 2021, %)

Average Nominal Annual Rate

(NAR) (LBC platforms case studies, %)

Loans with mortgage guarantee (fixed rate) 1.94 6.82

Loans with mortgage guarantee (variable rate) 2.18

Advance of trade receivables (funds ≤ 50k €) 6.88

Advance of trade receivables (50k € ≤ funds ≤ 200k €) 4.96

Advance of trade receivables (funds ≥ 200k €) 2.97

Source(s): Authors’ elaboration.
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emphasizes the need to improve information transparency, even on

the borrower side. This is an important aspect of expanding the

accessibility of tools by entrepreneurs with less financial and digital

literacy.

On the pricing side, a first comparison shows a higher cost of

LBC compared to traditional credit, which can be a disincentive for

firms to use the CF model. This aspect could create distortions and

inefficiencies in the credit market, wasting the trust of firms and

investors. All these characteristics can compromise the develop-

ment of the lending CF, alienating or betraying operators. On the

other hand, in all cases there is a fast response time to the loan

application, which is important in emergency and risky situations,

such as the current one.

The study has some limitations, mainly referring to the source of

the information, represented by the LBC platforms themselves. The

lack of information providers and collectors limits research on LBC.

Furthermore, the study explores only the business lending CF seg-

ment. Taking these aspects into account, future research could adopt

a temporal and cross-country analysis to compare the results. Future

works could also develop scale ratings of LBC based on the quality

and ease of information accessible on platforms or could perform a

panel study of the survivability and growth of platforms over time

based on scale ratings.

Despite the limitations, thanks to a comprehensive analysis of the

three profiles (pillars A, B, and C), this study contributes to the LBC lit-

erature and identifies benefits, limitations, and information gaps for

all the stakeholders (crowd borrowers and crowd investors) involved

in a CF lending process. The findings also have implications for differ-

ent categories of actors: i) policy-makers; ii) investors and debtors;

iii) LBC platforms; iv) traditional banks.

FinTech is a strong driver of change in the banking sector. There-

fore, policy-makers must support this change, paying attention to

monitoring the actions of the behavior, transparency and financial

and operational risks of LBC platforms, as also highlighted in regula-

tory measures (EC, 2018a and 2018b; EBA, 2022). Furthermore, pol-

icy-makers must monitor the partnerships of incumbent FinTechs to

avoid systemic risks and ensure a level playing field in the credit mar-

ket. These measures create a valuable and alternative tool to the

banking channel, which could increase access to credit for SMEs and

start-ups. Another policy tool is digital financial education, to be pro-

moted to raise the awareness of investors and borrowers on the use

of the LBC model.

Investors and borrowers should take a critical and responsible

approach to using these digital tools. In particular, the entrepreneur

who wants to make use of the LBC must assess his business risk and

the pricing of the loan.

The platforms involving “business customers” could provide more

information on services, with greater consultancy support with

“expert-based” analysis by specialized personnel.

Partnerships with incumbents allow platforms to streamline the

preliminary assessment of the creditworthiness of potential bor-

rowers using eligibility criteria and scoring models based on big

data and artificial intelligence. However, with RTSs, the trend is to

ensure a minimum set of common standards in terms of credit risk

assessment.

Partnerships benefit incumbent banks, which quickly imple-

ment digital transformation strategies. On the other hand, tradi-

tional banks could support the financial services of the platforms,

given their greater experience and expertise in credit (risk)

management.

These behaviors can favor the development of the LBC model, sup-

porting even riskier firms that are committed to making more ethical

and responsible investments and capable of promoting the social

and economic recovery of a country in a scenario characterized by

uncertainty.
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