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Researchers have measured the effectiveness of crowdfunding for renewable energy projects in terms of
human and environmental wellbeing

There is growing interest in crowdfunding as an alternative way to support projects focused on renewables. This
comes at a time when the green energy sector is feeling the purse strings tighten in many European countries.

“National governments in the EU are alleged to have created a booming cycle by initially granting strong support
for renewables then rapidly rowing back as they feared excessive expenses for subsidies and an increase in the
price of electricity for industry”, points out a recent study by researchers from the Politecnico di Milano School of
Management, the Università Bocconi, Milan, Italy and the Ton Duc Thang University, Ho Chi Minh City, Vietnam.

In the paper, titled “Crowdfunding for green projects in Europe: success factors and effects on the local
environmental performance and wellbeing”, they analysed the key factors that made a wide sample of
crowdfunding campaigns through specialised platforms successful. Moreover, “to our knowledge we are the first
to document the positive effect of crowdfunding” on “environmental performance and wellbeing at the local level”,
they claim.

youris.com met one of the authors, Giancarlo Giudici, associate professor of corporate finance at Politecnico di
Milano.

 

Crowdfunding and renewable energy. Why does this relationship seem to work?
Through crowdfunding, sponsors of green energy projects are able to involve local communities in the ownership
and financing, raising awareness about sustainability. In crowdfunding, pledgers are typically motivated by both
financial objectives (i.e. making money) but also by intrinsic objectives (i.e. helping reduce carbon emissions and
pollution).

 

What are the main factors that are boosting the use of this alternative source of funding?
Investments in green energy are struggling in developed countries. Many countries like Italy have already reached
the 2020 Kyoto objectives, and governments are reducing feed-in tariffs and incentives, this is hampering
investments from institutional investors and funds.

 

Which countries pioneered crowdfunding to finance renewables and which the ones are emerging in this
sector?
Green crowdfunding portals appeared in the 2000s in the US, UK and Nordic countries, where there is
widespread sensitivity to environmental topics. We expect that they will now rise in developing countries like
China (and in the Far East), in Africa and South America where large-scale projects are now being implemented
in the hydroelectricity sector, in photovoltaics and wind turbines. But in the future we expect investments also in
small-scale projects which can also be financed through crowdfunding.

In developing countries energy is lacking in many regions, especially rural villages. Green crowdfunding can make
the difference and bring energy in order to increase wellbeing and stimulate entrepreneurship.

 

Could you describe the typical investor in green crowdfunding? And why do women usually represent a
very small share as highlighted, for example, in a report recently published under the EU
project CrowdFundRES?
Investors are typically aged between 40 and 50, with women being less likely to be investors. Several studies
show that women are more conservative in selecting financial investments. Crowdinvesting is more risky
compared to the subscription of bonds and securities listed on stock exchanges, and this can explain why men
are major contributors.
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Is the EU on the right path towards harmonising national regulations in the sector, allowing safe cross-
border investments?
At the moment the European Commission has decided to hold back on any common framework in crowdfunding
rules. The reason is to avoid additional ties in the ecosystem. Therefore, national rules govern the market. We
think that there are no threats at the moment, since European crowdfunding portals have to comply with MIFID
rules. Yet the EU is paying special attention to this and is promoting surveys and consultations to issue
recommendations where needed.

 

Which are the most interesting results of your last paper focused on crowdfunding for renewables in
Europe?
Our paper studies the success factors of 423 green projects published on 27 specialised crowdfunding platforms
in Europe, and we aim to test if the growth of green crowdfunding has contributed to increasing environmental
performance and wellbeing at the local level. We find that, in line with the assumption that pledgers are moved by
both financial and intrinsic objectives, projects delivering some monetary or tangible benefit to the local
community and equity-based projects are more likely to reach the funding target.

Powerful explanatory variables include levels of social freedom, trust in institutions, quality of public services,
pollution and incumbent production of renewable energy at the local level.

 

How did you measure the social impact of crowdfunding?
We adopted two measures of environmental awareness and green achievements. The first one was the
Environmental Performance Index (EPI). It ranks countries’ and territories’ performance on high-priority
environmental issues in two areas: protection of human health and protection of ecosystems. It was developed
jointly by the Yale Center for Environmental Law and Policy, Columbia University, the World Economic Forum and
the Joint-Research Centre of the European Commission. The second dependent variable was the Social
Sustainability Index (SSI), developed from 2006 by the Sustainable Society Foundation, integrating human and
environmental wellbeing.

 

By Loredana Pianta


