
During the recession, risk-averse banks lent less, and small businesses bailed from traditional lending 
options. Instead, they turned to tech-based alternative lending to �ll the gap. 

The lure of these platforms hasn’t dulled, either. For example, crowdfunding sites, in which numerous 
�nancial backers support a cause or small business, have seen explosive growth. 
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THE ALTERNATIVE FUNDING LANDSCAPE

Because alternative lenders approve more loans, their appeal remains today.

SMALL BUSINESS LOAN APPROVAL RATES IN JANUARY 2014
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THE EXPANDING OPTIONS
Not all lenders on the Web are created equal. We dive into the differences among alternative 
funding sources.  
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Reward-based Sites
The Appeal: On crowdfunding sites, 
funds are seen more like donations in 
which supporters receive a reward like 
a good or service in return for money 
given. Recipients never have to pay 

lenders back. 

How It Works: Entrepreneurs post 
information about their project, 

campaign or operation. They set a 
fundraising goal (i.e. “$50,000 to 

upgrade my manufacturing machines”), 
and they encourage users to give 
money to support these efforts.  

Equity-based Sites
The Appeal: These sites approve 
loans based on a small business’   
�nancial performance and other 

factors, such as online metrics like 
Yelp reviews. 

How It Works: Small business 
owners �ll out an online application, 

and the sites’ algorithms comb through 
the applicant’s supplied �nancial and 

social media data.     

Hybrid Sites 
The Appeal: On hybrid sites, small 

business owners are judged by digital 
metrics and must meet more traditional 
�nancial requirements for loans. Here 
they can �nd a mix of equity-based 

peer-to-peer and crowdfunded loans. 

How It Works: Small business 
owners provide �nancial information, 
and the lenders review it to determine 

the options.
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