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Abstract—This study aims to determine the results of analysis
Loan-Based Crowd funding on MSMEs in several countries on
helping MSMEs obtain capital loans without a series of
difficulties in administration and regulations. So, it can be used
as a consideration for the government in making policies that can
be applied in Indonesia. In this study, references from journal
articles analyze to solve the problem. In this study, using
references from journal articles analyzed to solve the problem.
This research shows that loan-based crowd funding can be of
positive value for business actors with the ease of making loans to
maintain and develop the business.
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I. INTRODUCTION

In the era of the development of digital services, especially
in the financial sector regarding fintech can increase the
accessibility and availability of resources in the service system
[1]. ZOPA is a Platform first loan-based crowd funding which
was first introduced in 2005 in the UK, platform it provides
loans to borrowers on an online basis on line [2].
Developmental improvement fintech is a continuous process
that has an impact on high innovation in the field of financing
[3]. One of the services offered by fintech is loan-based crowd
funding or what is often known as loan-based crowd funding,
peer-to peer-lending is one of a kind crowd funding the most
popular, where platform the internet collects small amounts of
funds from individuals in a group to collectively provide larger
loans [4], besides platform lenders offer capital to borrowers
using technology machine learning And algorithms for
accessing the authenticity of the borrower [5].

The success of economic growth and development in
Indonesia can be seen from the increasing development that is
taking place in Indonesia. One of the sectors that plays an
important role in the growth and development of the economy
is the MSME sector [6]. Where, these activities are economic
activities that can maintain their existence in various economic
conditions. MSMEs have characteristics that can help them
survive during a crisis. This happens because the smaller
organizational size allows for flexible action when threats or
opportunities come [7]. Even so, these MSME activities can be

hampered due to business capital problems. In which, these
MSME actors have difficulties in obtaining business capital
credit from banks. A long series of regulatory and
administrative processes from banks has triggered difficulties
for MSMEs to get credit for their business capital [8]. The
more rapid development of this technology encourages the
actors involved in the sector to continue making new
innovations so that their products and works can continue to
exist. Besides, in the era pandemic which forces everyone to do
everything according to health protocols also increasingly
spurs MSME players to make new digital-based innovations.
This can be seen from the increasing number of MSMEs
implementing a payment based system online (e-payment),
sales based on line and capital loans on line which offers
convenience for borrowers. Unlike the traditional lending
system, based lending on line. This is influenced by various
factors that are not directly related to the credit profile of the
borrower [9]. Fintech has a role in various things, namely not
only limited to financing business capital but has also spread to
various aspects such as digital payment services and also
financial management [10]. But in fact there are still many
MSME players who cannot take advantage of this digital
transformation because they still lack understanding of the use
of this technology, so they have difficulty obtaining capital
loans that are usually obtained from banks with certain
procedures and processes that are quite long, plus with this
pandemic, it adds to a long line of difficulties for these MSMEs
to obtain capital. As we all know, capital is a major obstacle for
MSMEs. With these various problems, Loan-Based Crowd
funding to MSMEs in several countries in helping MSMEs to
get capital loans easily.

Il. RESEARCH METHODS

Research conducted using literature review. In this study
discusses the analysis of financing Loan-Based Crowd funding.
The method used in the preparation of this study is to analyse
the literature sourced from SINTA and SCOPUS indexed
journal articles with the 2015-2020 publication period.
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I11. RESULTS AND DISCUSSION

From several research results regarding the effects of
development fintech especially in financing services or what is
known as loan-based crowd funding among others are:

Research in China shows that this digital-based financing
service is a type of service in the economic sector that can be
used by MSMEs to obtain funds in developing their business.
In general, MSMEs face difficulties and lack of funds in the
process development [11]. In order to support the business
development of an MSME in China, the government issued a
policy to provide loans [12].

By providing adequate supporting facilities for MSMEs, it
can be useful to increase access to finance, funding programs
and financial schemes, with this it can help MSMEs to develop
further [13]. Systematics in financial loans to MSMEs through
loan-based crowd funding, platform provide financial loan
services without the need for intermediaries so that loan funds
can be distributed easily and quickly [14].

The analysis of the case studies in Thailand shows that
there needs to be more learning and experience for developing
countries to implement alternative services for digital-based
financial sources, namely loan-based crowd funding for all
MSMEs in a country. The role of government is really needed
because it is running crowd funding loan based systems This
will be very helpful for MSME players, so that economic
growth in a country will increase [15].

Other research states that fintech can provide positive
values for business actors, of course with various phenomena
and resistance that can arise before or after implementing this
technology. Fintech giving positive turmoil but besides that it
also gives negative turmoil which this is natural to happen
because MSME players are still unfamiliar with being able to
accept technological changes in this financing sector [16]. For
this reason, it is necessary to handle and calculate carefully
when applying a technology in society.

The other study shows that fintech (loan-based crowd
funding) has a significant influence on MSMEs. The existence
loan-based crowd funding can help MSMEs in getting
additional capital easily to maintain and improve their business,
stated that 50.2% of MSMEs stated that access to new
customers in Indonesia was greatly helped by the presence of
digital technology, while access to new markets abroad was
33.7% [17]. For that we need support from the government
such as strengthening security on line and coordinating
comprehensively with various related parties, encouraging
transaction payments non-cash (e-payment), as well as the
UMKM web portal. Regulation of loan-based crowd funding
could connecting investors crowd funding with entrepreneurs
through transparency and transactions are fast and almost
hassle-free in documentation [18]. Loan-based crowd funding
is a digital service in the new financial sector, the service
provider platform connects borrowers and lenders, so that loan-
based crowd funding This is a threat to traditional banks
because of the convenience and advantages it offers [19].
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The other research in China found that the development of
digital-based financing can support the improvement of an
MSME. This is driven by the existence of diverse local cultures
in China, which can show social heterogeneity, namely
geographic location, language and social beliefs that can affect
the level of sensitivity of local communities to existence. loan-
based crowd funding [20]. The other study states that the
choice of words in conveying a positive message regarding the
results of funding loan-based crowd funding and increasing the
positive impact of credit ratings on funding returns [21].
Karsen et al. in their research stated that the existence of a
mobile payment system in the form of loan-based crowd
funding plays an important role in electronic and cellular
trading activities in Indonesia. The study in Bangladesh stated
that MSMEs that do not have collateral and their assets are less
likely to be rejected by the bank [22]. In South Africa, many
banks have decided to revoke the policy of providing loans to
MSMEs that are experiencing a business crisis and losses, on
the other hand, on the other hand, the decision to provide credit
for business capital is very necessary for MSMEs in
developing their businesses. The development and success of
these MSMEs can affect the economy in real terms [23].

Research in China shows that the level of social trust has a
positive effect on access to loans from banks. Companies with
a good level of social trust and political connections will get
capital loans easily, while companies with a low level of social
trust will tend to have difficulty obtaining capital loans from
banks [24]. The research in China show that fintech can
effectively provide credit to MSMEs [25]. Fintech also has a
significant effect on increasing credit for MSMESs compared to
banks. The study states that several companies Fintech in
Turkey developing innovative products and services capable of
providing high value to consumers and businesses [26]. The
development of fintech services is increasingly evident from
their ability to take decision. Another study in Turkey found
that high GDP growth rates and intense competition between
banks can increase the lending by banks to MSMEs. This
cannot be separated from the efforts of the Turkish
government, namely by reducing the rate of inflation and
domestic borrowing, so that MSMEs can develop their
businesses with capital loans provided by banks [27]. This
research is in line with research conducted in Egypt, the
Egyptian government provides various facilities, namely
increasing MSME financing sources to encourage the growth
of MSMEs in Egypt. Increased use of the internet is not
significant in affecting the growth of MSMEs in the country
under current social and economic conditions [28]. The other
research states that the provision of loans by banks to MSMEs
has a positive effect on the level of activity and economic
growth in the country, this is because the provision of loans can
reduce unemployment and crime rates in Nigeria [29].
Research found that there is a positive relationship between the
provision of guarantees, low credit scores and default [30].
This shows that the provision of credit by banks is in line with
the guarantees that can be provided by MSMEs to banks,
resulting in difficulties for MSMEs to repay loans due to the
imposition of too heavy loan costs. Factors that affect access to
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bank loans are the length of the company's relationship with the
bank and the impression the bank gets from visits to the
location. In addition, credit commitments and financial data
can affect lending from banks. This is what makes MSMEs
obtaining loan funds from banks takes a long time [31]. In
applying for loans, borrowers from countries with higher levels
of social capital are less likely to be rejected this is because the
possibility of default is lower and the borrowing costs are low
[32]. In addition, loans provided to borrowers in states with a
higher level of social capital result in higher rates of return
after controlling. The results show that microfinance loans play
a positive role in developing a business. However, there are
several factors that limit MSMEs access in applying for credit.
These factors are a complicated process, business plan bad, as
well as high credit costs. For lenders, access inside information
loan-based crowd funding can help them to reduce
misinformation, so that it can help them make decisions on a
loan application [33]. MSMEs are a major factor in economic
development. It can be seen at this time that in the debt crisis
and the corona virus crisis, MSMEs are very vulnerable to an
economic downturn. So that various supporting devices are
needed [34]. The problems currently faced in the banking
sector can increase borrowing costs, reduce credit availability
and the productivity of MSMEs [35]. Loan-based crowd
funding is thought to represent one of the newest forms of
consumer and small business finance working towards
financial inclusion [36]. Credit loans, banks choose MSMEs by
relying on the company's credibility, economic strength and the
company's ability to pay. However, credit generally has
transaction characteristics lending because oriented to
relationship lending [37]. It is recognized that SMEs are a
major contributor to global employment and GDP. Likewise,
the dependence of SMEs on financial banks to maintain
financial and operational sustainability is also accepted
globally. In 2008, the South African Companies Act was
amended to overturn statutory auditing requirements for
eligible entities, with the aim of reducing the administrative
burden on SMEs and increasing their potential for
sustainability. As this strategy sounds possible, a gray area
emerges where banks may still demand audited financial
reports [38]. MSMEs are the backbone of China's economy,
but they still face challenges in accessing bank credit. So that
MSMEs depend on various alternative sources, including
informal finance, crowd funding loan-based platforms and
registered non-banking financial institutions (NBFI) [39]. The
joint liability loans in loan-based crowd funding more likely to
default than an individual type loan. Loans with joint
obligations can work not only in the offline market, but in
loans loan-based crowd funding indicates that the type of loan
may reflect potential loan risk. The difference in the
assessment of credit risk, where customers who make loans at
banks have a lower risk than borrowers who make loans at
crowd funding loan-based platforms which has a high risk.
However, Borrowers who have been rejected by the bank can
be accepted and given a loan by crowd funding loan-based
platforms, this causes the risk to be high [40].
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IV. CONCLUSION

Based on the results of the analysis of Loan-based crowd
funding can help MSMEs by providing financing using Loan-
Based Crowd funding Regarding MSMEs in several countries,
it can be concluded that:

e Access to new customers is greatly helped by digital
technology

e convenience in making loans to maintain and develop
businesses

e Loans through banks have a lower risk of default
compared to Loan-based crowd funding Fintech can
provide positive values for business actors

e The choice of words in conveying a positive message
regarding the funding results loan-based crowd funding
can increase the positive impact of credit ratings on
funding returns

¢ Microfinance loans play a positive role in developing a
business. Providing a significant impact on MSMEs

o Fintech can effectively provide credit to MSMEs
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