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ABSTRACT

The relevance of this study is driven by the growing popularity of equity crowdfunding as an alternative source of financing
for small and medium-sized enterprises, as well as the need for institutional support for this market in Russia. The
objective of this article is identifying institutional factors that constrain the development of equity crowdfunding in Russia,
as well as determining successful elements of foreign practices potentially applicable for development of the domestic
market. Methodology: the study implies current cross-cultural research based on G. Hofstede’s model of national cultures,
analyses legal frameworks system, contractual practices, and market statistics. Scientific novelty lies in the theoretical
conceptualisation of equity crowdfunding as an institutional phenomenon shaped by the interaction of cultural norms,
formal rules, and contractual practices. The article develops O.Williamson’s approach, demonstrating its relevance for
analysing specific features of financial markets. Research results: a comparative analysis is conducted of the institutional
environment for equity crowdfunding in Russia and the United Kingdom. Key differences are identified in value orientations,
regulatory regimes, contractual forms, and specific market practices. The article outlines the interrelated mechanisms of the
institutional environment and the maturity level of the crowdfunding market and it shapes key directions for institutional
transformation. Practical significance: the findings can be used by regulators, platform operators, and policymakers in
designing mechanisms to improve accessibility and foster the development of equity crowdfunding in Russia.
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INTRODUCTION
It is one of the most common types of crowd-
funding, alongside donation-based crowd-
funding (uncompensated monetary donation),
reward-based crowdfunding (acquisition of pri-
ority rights to use a product or symbolic gifts),
and crowd lending (the provision of funds in the
form of interest-bearing loans) [2]. In 2025, the
global volume of crowdfunding exceeded 20 bil-
lion USD.! Donation-based crowdfunding is most
often aimed at supporting creative and charita-
ble initiatives. Reward-based crowdfunding is
used to finance innovation and entrepreneurial
projects. For instance, since 2009, the Kickstarter
platform has raised over $ 8.2 billion from 23.7
million participants.? In Russia, crowd lend-
ing is the most popular, as it enables small and
medium-sized businesses to raise loans. Accord-
ing to the Central Bank, between June 2024 and
June 2025, investments in crowd lending totaled
three-quarters of all crowdfunding investments.>

The appeal of equity crowdfunding for in-
vestors stems from the fact that participation,
compared with a public offering of shares on an
exchange, is significantly less costly and it repre-
sents a relatively easy process for the companies
at the earliest stages of development [3].

In 2024, six investment platforms in Russia
conducted such transactions with the total volume
of funds raised amounting to 2.405 billion Rubles.
Besides, in 20242025, at least nine platforms fo-
cused on collective investment in business were
added to the Central Bank’s register of investment
platform operators (IPOs). Just a few years ago, eq-
uity crowdfunding in Russia was limited to a few
transactions annually and was largely only men-
tioned in articles. Nowadays, it is a fully-fledged
financing instrument accessible to the majority of
small and medium-sized businesses, and is gradu-
ally becoming a real alternative to raising capital
from venture capital funds or business angels.

' URL: https://www.thebusinessresearchcompany.com/report/
crowdfunding-global-market-report

2 URL: https://mystartupworld.com/kickstarter-projects-raised-
over-8—2-billion/

5 URL: https://cbr.ru/statistics/ifr/#a_159863file

However, despite the successes of recent years,
this market in Russia remains immature and is
still so different from global best practices: inves-
tors and companies encounter problems of insuf-
ficient regulation, scarce informational transpar-
ency, and the lack of preparedness of institutions
related to this sphere.

A study of foreign experience can be used to
better understand the current problems of equity
crowdfunding in Russia and to identify the ways
of its development in view of its national specific
nature. The four-level model of social analysis by
O. Williamson [4] helped the authors of the given
article comparing the institutional environment
for equity crowdfunding in Russia and the UK,
the latter being a recognised global leader in this
sphere. The main objectives of the study are the
following:

« identification of the distinctive features of
the institutional environment in the two coun-
tries at the level of informal institutions, formal
legislative regulation, and private contracts;

« description of the impact of national char-
acteristics on the equity crowdfunding market
and the behaviour of investors and companies
in Russia and the UK;

« determination of the elements of institu-
tional environment in the UK that could contrib-
ute to the development of the equity crowdfund-
ing market in Russia.

Observing the role of institutions as a key fac-
tor which determines the development of equity
crowdfunding, we do not deny the influence of
other factors of a different nature, such as the
overall size of the market possibly available to
start-ups, differences in the level of public wel-
fare, specifics of technological development, etc.).
However, despite their evident significance, they
are beyond the focus of this article and require
independent study.

Brief Overview
of the Russian Equity Crowdfunding Market
As of July 2025, the register of the Central Bank
contains 20 platforms involved in raising funds
through direct investment in the capital of non-
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public companies.* In 2024, only six of them re-
ported actual transactions (Table 1).

As Table 1 indicates, two major platforms
Rounds and Zorko raised the largest funds.

Ten out of fourteen inactive platforms registered
in 2024-2025 may begin operations in the near
future. Notably, these include projects from tech
giants MTS and T-Bank, including MTS Stars LLC
and T-INVEST LAB LLC, indicating growing interest
in equity crowdfunding among large players. In the
coming years, one can expect not only a multiple
increase in this sector’s volume but also its qualita-
tive development, caused by enhanced competition
between current leaders and new players.

The launch of large IT companies onto this
market could radically change the entire system
by means of creating potential syndicated deals
with the joint participation of institutional and
private investors. International researchers find
this an effective tool for overcoming the problem of
asymmetric information, which allows unqualified
investors to leverage the expertise of professional
participants [5].

Equity Crowdfunding in the UK
Equity crowdfunding has a significantly long-
er history abroad than in Russia. Crowdcube

4 URL: https://cbr.ru/admissionfinmarket/navigator/oip/

and Seedrs, the two largest UK platforms were
launched in 2011 and 2012, respectively. In 2017
and 2018, the brewery Brewdog and Revolut,
which is the Fintech service with Russian roots,
became the world’s initial unicorn companies® to
undergo crowdfunding [6]. In 2024, the total value
of UK equity crowdfunding deals reached £325
million.® With comparable GDP levels in Russia
and the UK for 20247 — $2.16 and $3.64 trillion,
respectively, actual crowdfunding volumes make
a 13-fold difference.?

At the same time, the UK equity crowdfunding
market represents 3.7 per cent of the total venture
capital deal volume over the similar period. By com-
parison, even taking into account that the Russian
venture capital market is experiencing a downturn
and has shrunk six-fold in 2022, equity crowdfund-
ing accounted for only 1.4 per cent of the total deal
volume involving venture capital funds in 2024.°

These data illustrate that the size of the econ-
omies or the overall level of development of the

5 Startup assessed over 1 billion USD.

¢ URL: https://www.beauhurst.com/blog/uk-equity-crowdfunding/
7 URL: https://www.kommersant.ru/doc/7495952?ysclid=mczyzngs
1h110830448; https://data.worldbank.org/indicator/NY.GDP.MKTP.
CD?locations=GB

8 Calculated by the authors of the article.

® URL: https://bl.ru/analytics/b1-dsight-venture-eurasia-2024-
results-review/?ysclid=mlko1g65hn291391175

Table 1
Active ECF Platforms in Russia in 2024
Volume Volume
Entry date :
. . . . of transactions ofinvestmentsper
Title Legal entity Website i in 2024 individual investor
registry | (million Rubles) | (thousand Rubles)
Rounds JSC Rounds https://rounds.ru 12.05.2021 901.0 2935
Zapusk LLC Capitalization http://zapusk.tech/ 18.02.2022 301.6 1042
Finmuster | JSC ETSB Platform Operator | NTiPS//investment- | g g3 5955 724 619
platforma.com
. JSC Financial Platform .
Bizmall BIZM'ALaL at Fla https://bizmall.ru 22.08.2022 30.7 407
Zorko LLC PFL New Investments | Nitps://zorko- 14.02.2023 825 436
exchange.ru
oeainbox- | JSC Brainbox VC https:/brainboxve/ | 12.03.2023 2747 108
Source: compiled by the authors based on the annual platform operators’ reports.
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venture capital system does not explain the dif-
ferences in volumes. Drawing upon the new insti-
tutional theory and its fundamental premise that
“institutions matter” [7], we will do our best to
identify the key success factors of the UK equity
crowdfunding and explore the opportunities for
its development in Russia.

0. Williamson’s Levels of Social Analysis
We apply the classical level model of social analy-
sis proposed by O. Williamson [4] for a systematic
analysis of the institutional environment in both
countries (Table 2).

Those located above it influence each subse-
quent level of the model. Thus, to grasp the im-
mediate behavior of market participants, expressed
in the overall of transactions between them (the
fourth level), it is necessary to consider it within
a broader institutional context.

The first (basic) level is represented by the set of
informal institutions that have developed in a giv-
en society. Despite the diversity and complexity
of objective study, we need a simple tool for com-
paring their systems. We shall use the six-factor
model of national cultures by G. Hofstede, which
contains six main dimensions: (1) Power Distance,
(2) Individualism vs. Collectivism, (3) Masculin-
ity vs. Femininity, (4) Uncertainty Avoidance, (5)
Long-Term vs. Short-Term Orientation as well as
(6) Indulgence vs. Restraint [8].

A description of the informal institutions of
Russia and the United Kingdom involving six di-
mensions makes it possible to grasp the main dis-
tinctive features of the two countries, as well as to
determine core differences between them. The long
global history of empirical research allows using
the assessments by G. Hofstede et al. [8] as a highly
reliable source, unrivalled in cross-cultural studies.

The second level of the model describes the set
of formal institutions regulating human behav-
iour in a given society. Within the context of this
article, we are mainly interested in the legislative
acts regulating the activities of crowdfunding plat-
forms, which determine the rights and obligations
of all major market participants. This is the Rus-
sia’s Federal Law No. 259-FZ of 02.08.2019 “On At-

tracting Investments Using Investment Platforms

and on Amendments to Certain Legislative Acts

of the Russian Federation”.!° The UK foundations

of crowdfunding regulation were established by
the FCA Policy Statement 14/4,!' which involves

amendments to the existing legislative system de-
scribed in the FCA Handbook.

Formal institutions draw the general rules of
the game to implement for market participants re-
quiring private contracts with governing relations
between partners (Level 3) [4]. Contracts sealed
between investors and other market participants
fulfill this role in equity crowdfunding: the invest-
ment platform and the companies to be funded.

The abovementioned number and total volume
of transactions on the market constitute the last
(fourth) level of social analysis. We consider it as
the direct result of the influence of the higher lev-
els in this study.

Furthermore, we describe the similarities and
differences between the institutional environ-
ments of both countries at each level, as well as
the mechanisms of impact on the actual behaviour
of market players.

Analysis of the institutional environment.
Level of informal institutions

The figure below illustrates a comparison of na-
tional cultural profiles in Russia and the United
Kingdom, based on G. Hofstede’s typology [8—-10]
and analysis conducted by the Institute of Sociol-
ogy of the Russian Academy of Sciences in 2010
(dimensions 1-4) [11]. The results significantly
differ from the data of G. Hofstede’s original study
conducted in the late-20th century. They reflect
more precisely the cultural transformations that
have occurred in Russian society since then. The
study of dimensions 5 and 6 accomplished in the
21st century made them more applicable to con-
temporary Russian realities.

One of the most fundamental indicators of
national culture is power distance. As Geert Hof-
stede notes, “power is preserved only where it is

10 URL: https://www.consultant.ru/document/cons_doc_
LAW 330652/

1 URL: https://www.fca.org.uk/publication/policy/ps14-04.pdf
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Table 2

Levels of Social Analysis

Level

Frequency
of changes

Normative task

L1. Embeddedness: informal institutions, customs,
traditions, norms, religion

100-1000 years

Difficult to calculate or purposefully
change. No normative task.

L2. Institutional environment: formal “rules of the
game’, in particular, property rights, state institutions
(udicial system, bureaucracy)

10-100 years

Correct calibration of
the institutional environment. First-order
economising.

L3. Governance: “play of the game’, in particular,
contracts (alignment of governance mechanisms with
transactions)

1-10 years

Correct calibration of governance
mechanisms. Second-order economising.

L4. Resource allocation, employment: prices and
quantities, alignment of incentives

Continuously

Correct calibration of marginal conditions.
Third-order economising.

Source: [4].

met with submission” [8]. Countries with high
power distance determine the majority of the
population effectively excluded from participa-
tion in societal life. As to equality among mem-
bers and the permeability of social strata, these
are the signs of low power distance. This indicator
can be viewed as the cultural foundation for the
formation of inclusive or, conversely, extractive
institutions. As D. Acemoglu and J. Robinson in-
dicated, the prevalence of inclusive institutions
is associated with economic growth, whereas ex-
tractive institutions deprive the majority of the
population of incentives to invest in physical and
human capital, technology, and the organisation
of production, leading to stagnation [12].

At the level of value orientations, both Russia
and the United Kingdom indicate a low power
distance, which creates a basis for the formation
of inclusive institutions. However, this depends
on the political will of elites rather than on the
preferences of society as a whole [13].

Since its origin, crowdfunding has occurred
as a tool to enhance financial inclusivity, creat-
ing new opportunities for companies that usually
have problems attracting venture financing [14],
as well as, granting for the first time individu-
als the access with minimal capital direct invest-
ment in companies at early stages of development
[15]. The idea of inclusivity persists to this day
in the UK with the two largest platforms: Seedrs
and Crowdcube. They allow investment from the

minimum of £ 10, ensuring equal opportunity for
participation regardless of wealth. As to Russia,
contrary to its intended purpose, equity crowd-
funding is oriented not in favour of masses of or-
dinary citizens, but for a rather limited group of
high-net-worth individuals, many of whom are ac-
credited investors. Out of the six active platforms,
only Brainbox.VC resembles classic crowdfunding.
The others offer investments with an average en-
try threshold of 100,000 Rubles or more (Table 1).

—Russia Great Britain

1. Power distance

100
80
. Indulgence . .
6 8 ) 60 2. Individualism
over restraint 40
20
0
5. Long-term ..
ons= 3. Masculinity
orientation

4. Uncertainty
avoidance

Fig. Comparison of National Culture Profiles
of Russia and UK

Source: compiled by the authors.
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Thus, in contrast to the UK, equity crowdfund-
ing in Russia indicates the predominance of ex-
tractive institutions. This instrument is of low
accessibility for the majority of the population,
which distorts the original meaning of crowdfund-
ing and makes a serious problem as a hindrance
for the market development.

One of the specific aspect of Russian mentality,
leading to its intermediate position between the
East-West countries, is the prevalence of long-
term orientation, directly associated with the pre-
dominance of long-term investment strategies
[16]. One may expect that such mentality consti-
tutes a positive factor contributing to the devel-
opment of equity crowdfunding, which links to an
extremely low investment liquidity and a long ex-
tended period for returns. However, the Russians
(unlike residents of most Western countries) ex-
hibit an extremely high level of uncertainty avoid-
ance: they prefer less risky investments with con-
sistent returns, more frequently purchase precious
metals, and invest less frequently in equities [17].

Some foreign studies indicate, that investments
through equity crowdfunding have a pronounced
altruistic and collectivist range of components.
On the one hand, investors try to facilitate the
progress of society [18], to back up the companies
they like, and to share in their success [19], and
on the other hand, they wish to become members
of a community and meet like-minded individu-
als [19]. Only individuals inclined towards social
interaction actively invest in such projects [20].
One might expect that a high level of collectivism
inherent in our society could positively influence
the spread of crowdfunding in Russia. However,
the issue of extractiveness plays a core role in it:
there are predominantly private individuals who
invest modest amounts as a form of entertainment
in the West [1]. As to Russia, low accessibility of
equity crowdfunding for investors with limited
capital, high-net-worth participants operate on
the main market. They regard investments pri-
marily as a source of income and pay significant-
ly less attention to non-financial motives. Thus,
potential positive effect of the predominance of
collectivist values is underestimated under con-

ditions of high extractiveness in existing institu-
tions.

As to the backed up companies, the overall
level of innovativeness in the economy becomes
a key factor stimulating the venture investment
market in general, and equity crowdfunding in
particular. All existing research on this topic is
highly controversial. The only positively signifi-
cant factor is the predominance of indulgence over
restraint [21-25]. Masculinity also plays a certain
role: in this sense, the culture of the United King-
dom represents a more favourable ground for the
development of innovations. This is proved by
comparing the 2024 national innovation indices
of the World Intellectual Property Organisation'2:
the UK holds the fifth top-list position and Russia
only fifty-ninth among 133 countries.

Overall, Russia has a sufficiently positive cul-
tural environment for the development of equity
crowdfunding according to its own scenario. This
is supported by a long-term orientation combined
with collectivist values.

However, the major problem, is the pronounced
extractiveness of existing institutions, which is
manifested by a low accessibility of equity crowd-
funding for ordinary citizens. This very idea is
based on inclusivity and mass participation. In-
volving a large number of investors is a mandatory
condition for the full-fledged functioning of this
market, otherwise, it loses its core advantages and
transforms merely into a more technologically
advanced version of angel investing.

Level of Formal Institutions
Meanwhile some norms and customs occur or-
ganically in societies through gradual evolution-
ary processes, other ones are generated purpose-
fully and codified in the form of prescriptions. The
establishment of uniform and clear “rules of the
game” ensures a significant reduction in transac-
tion cost savings [26]. The UK adopted such regu-
lation since 2014 and domestic literature calls it
a liberal system [27], focused on the gradual in-

12 URL: https://www.wipo.int/web-publications/global-innovation-
index-2024/en/
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troduction of restrictions and the protection of
consumer rights [28]. Hence, this experience can
be used to determine possible directions for im-
proving the domestic regulatory system.

The origin for legislative regulation of equity
crowdfunding in Russia can be assumed the Fed-
eral Law No. 259-FZ. It stipulates that companies
involved in the activities related to attracting col-
lective investments in Russia need to have a pre-
liminary registration in the register of investment
platform operators maintained by the Central Bank.
Enhanced requirements are imposed on IPO’s
transparency of operations and disclosure of in-
formation as well. They include information on
major shareholders and governing bodies and a list
of main rules such as forms of contracts concluded
with investors and companies, rules for partici-
pants, investment methods, compensation system,
etc. Besides, requirements encompass annual and
special reports on the operator’s activities, indicat-
ing the total volume of attracted investments, the
number of investors and campaigns, as well as the
average volume of funds invested per participant.

In addition, the platform should provide in-
formation on the financed companies and the
planned issuances within crowdfunding campaigns,
including a description of the risks for investors.

However, the mentioned above information
may provide only the most general concept of
the quality of the investment proposition, while
some explanations remains quite vague. This
makes it possible to maintain a significant infor-
mation asymmetry between the company aimed
for funding and its potential investors [29]. Rus-
sian scholars [15, 30, 32] and foreign scientists [1,
31] describe this problem in their work as highly
dramatic.

Russian legislation also stipulates that the eq-
uity capital of IPOs must be no less than 5 million
Rubles. Besides, they are not permitted (with cer-
tain exceptions) to engage concurrently in other
financial activities or to have on their governing
bodies individuals recognised as bankrupts or ex-
tremists, individuals who are disqualified, have
criminal records for economic offences, or lack
higher education.

Likewise, companies attracting investment, for
their part, cannot have managers who are recog-
nised as extremists, have criminal records, are
disqualified, or bankrupt. At the same time, there
is a restriction for entities, which are not public
joint-stock companies: total annual amount of
raised investment cannot exceed 1 billion Rubles.
In general, these measures constitute a necessary
minimum, however, they do not secure proper pro-
tection against misleading investors or the misuse
of the investments obtained due to the absence of
thorough diligence on issuers, [30].

To protect retail investors, IPOs must provide
their confirmation that they have been informed
on all risks and accept them. A restriction limit of
investment volume for non-accredited investors
is 600,000 rubles per year.

In general, the crowdfunding legislative regula-
tion in Russia has largely copied the UK norms es-
tablished over years of gradual legislative develop-
ment (PS14/4,PS18/14,PS19/14, PS20/9, PS22/10,
PS25/10).

The Financial Conduct Authority (FCA) super-
vises the activities of UK crowdfunding platforms.
It holds information on their names, locations,
data on major shareholders, etc. (PS14/4). Plat-
forms, in turn, must conduct preliminary checks,
inquire material information about the company
being funded, its key shareholders, business model,
intangible assets, financial performance, key risks,
details of the investment agreement, etc. for each
investment proposition. A recently adopted regu-
latory document (PS25/10) includes a very com-
prehensive list of details needed for the above
information.

Such requirements are a key instrument to
overcome the problem of information asymmetry,
which paralyses the operation of any market [30],
enabling investors to make decisions to manage
their risks. Currently, Russian legislation needs
a deeper development of this issue, and the UK
regulatory norms could be a starting point.

Both countries contain similar legislative re-
quirements for the composition of the platform’s
management and its key shareholders. Besides,
the equity capital of platforms in the UK must not
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exceed £50,000 (comparable to 5 million Rubles
under Russian legislation), which ensures the
stability of financial operations (PS14/4).

Unlike in Russia, the United Kingdom does
not fix an annual investment threshold for non-
accredited investors. Instead, they set a limit of
10 per cent of the investor’s total available assets,
which could be invested in crowdfunding projects
within a year.!® Since, accredited investors in the
UK have net assets of minimum £250,000 [31], this
approach can be considered more flexible and it
facilitates the growth of the crowdfunding market,
and protects non-professional investors against
critical losses.

Besides, the UK legislation contains a few more
additional provisions to protect non-accredited
investors that are not available in the Russian
regulations. Each newcomer among investors on
a platform, is required to pass a basic test in un-
derstanding of the nature of crowdfunding instru-
ments and the associated risks. Those who failed
this test can not use the platform (PS19/14). Since
2022, a mandatory “cooling-off period” has been
established for new investors: upon their interest
expressed in an offer, final consent can be given
only 24 hours later (PS22/10). Since 2019, mass
advertising of crowdfunding offers for retail inves-
tors was banned in the UK (PS19/14). In general,
the UK legislation provides a strong protection
for vulnerable groups of investors against impul-
sive decisions, avoiding significant measures that
would slow market growth.

A notable aspect of the UK crowdfunding is the
system of tax incentives for investors in companies
at early stages of development: the Seed Enterprise
Investment Scheme (SEIS).! It allows investors up
to 50 per cent refund of the amount endowed in
the form of income tax reduction (up to £200,000
per year), exemption from capital gains tax (upon
holding shares for at least 3 years), and also from
inheritance tax (after holding the capital for 2
years).

13 URL: https://www.fca.org.uk/consumers/crowdfunding

4 URL: https://assets.publishing.service.gov.uk/
media/5a7al5a0e5274a319e777bdc/seed_enterprise_investment_
scheme.pdf?utm_source=chatgpt.com

All this compared to more conservative instru-
ments, provides a strong advantage for equity
crowdfunding.

In summary, the legislative regulation of crowd-
funding in Russia operates in accordance with the
similar principles as in the UK. However, there are
significant differences on certain issues and the
legislation in Russian remains less elaborated at
the level of specific requirements and provisions.

Currently, there are two key factors of advan-
tage at the level of formal institutions in the UK
institutional environment:

» requirements in legislation for diligence of
funded companies by the platform and the man-
datory revealing of a significant amount of infor-
mation about the issuer;

- tax incentives for investors in crowdfund-
ing projects and these instruments in our context
can potentially stimulate an accelerated market
growth.

Level of Private Contracts

Although a developed legislative system sets “the
rules of the game” and shapes the general frame-
work for the behaviour of market participants,
parties resolve disputes among themselves most-
ly through private settlement [4]. Consequently,
universal legislation proves insufficient, and pri-
vate contracts become necessary for defining the
specific rights and obligations of the parties [33].

Analysing UK practice, we relied on the inves-
tor terms on the two largest national platforms:
Crowdcube?® and Seedrs, ' which operate on similar
principles. For the analysis of the Russian context,
we selected Zorkro and Brainbox.VC. The former is
one of the largest platforms, on which over a third
of the total volume of crowdfunding investments
in the country was raised in 2024. Hense, it is suf-
ficiently representative of the market as a whole.
Brainbox.VC is the only platform in Russia oriented
towards small retail investors. This involves a spe-
cial form of contract, requiring a specific consid-
eration.

15 URL: https://www.crowdcube.com/explore/investor-terms
16 URL: https://europe.republic.com/pages/campaign-ts-cs
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A key feature of crowdfunding contracts in the
United Kingdom is the use of a nominee struc-
ture: the shares acquired by the investor are re-
corded in the name of the platform, which uses
them on behalf of all investors. Thus, the major
investor receives beneficial rights, but it not list-
ed into the shareholder register. This framework
was initially introduced by the platform Seedrs in
2012, and since 2015 it was used by Crowdcube
and SyndicateRoom [34].

Making a consolidation of all crowd-investors
into a single account, the nominee structure al-
lows for general transaction cost saving and en-
hancing the efficiency of corporate governance,
as well as providing protection for retail investors.
Entities issuing shares within the nominee struc-
ture have been profitable, raising more funds and
exceeding their initial targets [36]. Upon crowd-
funding, such entities often repeated funding
rounds, achieved higher performance level [35],
and had a good potential for attracting capital
from venture investors [36]. Thus, this scheme
is highly attractive both for investors and for the
funded companies.

Besides, Crowdcube permits acquiring type
A shares for certain campaigns. This allows the
investor the right of direct ownership of a stake
in them and the ability to participate in manage-
ment. However, the acquisition of such shares
usually requires an investment of several dozens
of thousands of UK pounds.

All Russian investors own shares directly on
the platforms without its go-between role: the
platform only provides the infrastructure for con-
cluding a contract between the entity and the
investor, so that the information on the latter
enters the registrar among the shareholders.!’

It is worth noting, that companies place or-
dinary shares on the Zorko platform, which al-
lows investors to participate equally in corporate
governance.'® As to Brainbox.VC, it provides for

17 URL: https://zorko-exchange.ru/docs/requirements/issuer/
Investment_agreement.pdf; https://static.brainbox.vc/
eoshplyt52f7av8t87yd4ftbvyf9

18 URL: https://zorko-exchange.ru/docs/offering/doubleb/
conditions_document.pdf

the placement of preference shares, which do not
grant investors voting rights. The platform seeks
to increase the access of crowdfunding invest-
ment, with a minimum entry threshold starting
from a few thousand Rubles.

According to researchers, the majority of small
crowd-investors are passive and do not partici-
pate in management [37]. Thus, a high disper-
sion of control rights negatively influences the
effectiveness of corporate governance. In order
to avoid this, the platform seeks to retain full
control in the hands of major shareholders.

Actually, the scheme proposed by Brainbox.VC
is an alternative to the nominee structure used
by platforms for the same purposes. However,
this type of transaction arrangement has funda-
mental drawbacks. Under a nominee structure,
the platform takes part in corporate governance
on behalf of minority shareholders, protecting
their interests and preventing discrimination by
larger owners. In a situation where investors own
shares directly but in practice have no ability to
participate in management, they risk their in-
terests would not be taken into account by other
shareholders.

Although the nominee structure has long ex-
isted in the UK as an effective mechanism for
protecting minority interests and has become
very popular, its equivalent is not yet adopted
in Russia. The operation of this scheme in our
market could enhance the attractiveness of equity
crowdfunding, on the one hand, by securing in-
vestors’ rights to participate in decision-making,
and on the other, by increasing the efficiency of
corporate governance and contributing to busi-
ness success in the long term.

CONCLUSIONS
In current years, equity crowdfunding in Rus-
sia has transformed from a small-scale financial
experiment into an actively developing market.
However, the existing institutional environment
remains immature, restricting the influx of new
investors and companies. The comparative anal-
ysis made through O. Williamson’s four-level
model of social analysis allows for finding key
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institutional differences between equity crowd-
funding in Russia and the UK.

At the level of informal institutions, the Rus-
sian environment exhibits both constraints and
factors influencing market development: the ten-
dency of uncertainty towards avoiding risks is
linked to more conservative behaviour by its par-
ticipants, which hinders the spread of high-risk
investment instruments, including equity crowd-
funding. Concurrently, if the latter is highly acces-
sible to ordinary investors, long-term orientation
and collectivist attitudes could build a founda-
tion for shaping a culture of sustainable, socially
oriented investment. In practice, crowdfunding
in Russia still maintains a relatively high entry
threshold, as a more technologically advanced
form of angel investment. This is a key and fun-
damental problem distorting the original concept.

The formal regulation of equity crowdfunding
in Russia largely copies the UK approach, but it
is more simplified. Requirements of detailed in-
formation disclosure, mechanisms for protecting
retail investors, and tax incentives represent es-
sential guidelines for the future improvement of
Russian legislation.

Evident differences are also notable in the
framework of private contracts. The UK nominee
structure has been widely adopted, which allowed
platforms participating in corporate governance
on behalf of minority investors, ensuring the pro-
tection of their interests. In Russia, direct own-
ership model is used which practically excludes
retail investors from company management and
enhances risks of infringement of their interests.

The institutional differences described in this
article constitute a significant institutional factor.
It illustrates a notable gap in market scale, which
cannot be attributed solely to general economic
reasons. A significant hindrance of development
of domestic market is high information asym-
metry, weak protection of rights and limited ac-
cess to transactions for retail investors, as well as
a grave mistrust between private and corporate
participants.

The current situation in Russia constitutes
strong prerequisites for the intensive growth and
qualitative development of equity crowdfund-
ing. However, an essential condition for this is
systematic institutional renewal at the level of
both formal and informal institutions.
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