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Crowdfunding is the practice of funding a project or venture by raising many small amounts of money 
from a large number of people, typically via the Internet. 
 
Global Crowdfunding volumes have surpassed 100 billion USD in 2015, 6 billion of which associated 
with Crowdfunding in Europe. Well in tune with global trends, Nordic Crowdfunding has experienced 
rapid growth in recent years as well. Current Nordic volumes are estimated at over EUR 100 Million in 
contributions in 2015, with an average annual growth of 71% between 2012 to 2015. 
 
Crowdfunding is viewed as an important vehicle for democratization of finance globally, allowing 
entrepreneurs, artists, social activists, and others to access much needed financing for their ventures 
and projects at critical stages and bottleneck points. It allows society to have a say in both the funding 
and development of ventures and projects. And it does so, while allowing a better spread of resources 
throughout society, while having potential in reducing social inequalities. A new source of funding 
becomes available for SMEs, which drive growth, innovation and, hopefully, new employment in the 
long term. 
 
Despite significant growth in Crowdfunding, regulation in most countries has struggled to keep up with 
the new realities, opportunities and challenges presented by this fundamental development. Today, 
regulatory barriers present some of the main obstacles in facilitating growth of the Crowdfunding 
market in the Nordic countries. 
 
For a streamlining/alignment of the Nordic crowdfunding legislations 
 
The Nordic Crowdfunding Alliance is calling upon relevant authorities in the Nordic countries to not 
only set Crowdfunding regulation on the agenda, but also to be proactive in adopting a harmonized 
cross-border approach across the Nordic countries.   
 
Such harmonization would not only support/enable the regulated operations of alternative finance 
models, which are growing in popularity, but will also set infrastructure for a more dynamic 
entrepreneurial eco-system across the Nordic region. Such dynamism will be secured through a 
common legal framework, which facilitates the creation of a more open cross-border market for early 
stage entrepreneurial finance and investment within the Nordic region.  
 
A Nordic approach is necessary since it allows for the scaling up of small economies sharing similar 
institutional traditions and values, while enjoying a long record of regional collaboration. The Nordic 
countries already share a tight network of economic and trade exchanges, as well as a common labor 
market. Each of these states on their own presents a small open economy, but together they may 
represent the 10th largest economy in the world. A common Crowdfunding regulatory framework will 
facilitate a Nordic scale crowdfunding economy, at the core of which will be more intra-regional 
exchanges, as well as a more attractive investment destination for prospective foreign backers, 
investors and contributors. 
 



 

 

As the EU has decided to let member countries create their own Crowdfunding regulation frameworks, 
the Nordic countries can engage in such effort either independently or jointly, with no risk of 
contradictions with wider European initiatives. 
 
Learning from the best regulatory practices 
 
Acknowledging that any revision of regulation is a demanding process, we believe it is important to 
draw inspiration from recent legislative reforms. Here, we will primarily mention the Crowdfunding 
Act, which entered into force in Finland on September 1st, 2016. Below, we will highlight some key 
elements structuring this Act, as well as some additional points of consideration influenced by both 
regulation elsewhere and need. 
 
First, it is important to highlight that the Finnish Crowdfunding Act is the result of some considerable 
efforts over a three year-period (2013-2016) in drafting a comprehensive law with the clear purpose 
of improving small and medium enterprises access to finance. It is considered by all stakeholders to be 
a well-balanced act between investor protection and stimulation of growth. Some even describe the 
law as cherries picked from other legislations in place in the European Union (EU).  
 
The Nordic Crowdfunding Alliance (NCA) does not suggest that the Finnish law should be applied as 
such across the Nordics, but it would like to encourage administrative and legislative authorities from 
other Nordic countries to look for a good benchmark in it, and in particular with respect to investment-
based crowdfunding, whether with equity or debt instruments. 
 
Hereafter we identify a list of key issues that should be addressed by any harmonization/streamlining 
efforts between Nordic crowdfunding regulation and policy, while taking examples from the newly 
adopted Finish legislation, and other issues raised in various conferences and discussion forums. 
 
 
Registration procedure makes it easier to enter the industry 
 
Until now, doing equity crowdfunding in Finland required an investment firm license from the Finnish 
Financial Supervisory Authority (FIN-FSA). The license was a tall order for smaller aspiring 
crowdfunding platforms and it has slowed the market entry of new players. 
 
In the new Act, crowdfunding can be organized by applying for registration at the FIN-FSA, provided 
that the service provider meets a set of criteria. The register will be open to reliable operators that 
have adequate knowledge of the financial markets. The FIN-FSA will be responsible for the register and 
the supervision of the intermediaries. (Are the foreign registration accepted?) 
 
Crowdfunding intermediaries will no longer need to join the Investors’ Compensation Fund, and the 
minimum capital requirement for crowdfunding intermediaries will be reduced from the present EUR 
125,000 to EUR 50,000. 
 
The objective of lowering the market entry barrier is to diversify the financial markets by providing 
sustainable and predictable conditions for new, alternative forms of financing. The relative lightness 
of regulation is based on the proportionality principle underpinned by the sector’s small size, growth 
phase, risk profile and other characteristics. 
 
 



 

 

Good balance between investor protection and growth 
 
Although the registration procedure is a lighter form of regulation than a license, investor protection 
is still at a good level under the new act. Both registered crowdfunding service providers and 
fundraising companies are subject to certain disclosure obligations whose purpose is to provide 
investors sufficient information about the investment opportunity and the risks involved with it. 
 
Registered operations are limited 
 
Crowdfunding platforms using the registration procedure are subject to certain limitations in the 
services that they can offer. For instance, a registered service provider cannot organize funding for 
companies listed on stock exchanges. Furthermore, registered platforms can only handle customer 
funds in limited instances, and all money flows related to, for example, equities and bonds must be 
organized in co-operation with a licensed bank or investment firm. 
 
Who can crowdfund their business? 
 
Under the new Finnish act, crowdfunding is enabled for business activity by any business entity (limited 
company, cooperative, limited partnership, general partnership, European limited company, European 
cooperative, association) or a foundation. The only limitation is that the company cannot be in 
bankruptcy or other insolvency procedure. On the other hand, a restructuring procedure does not 
prevent the collection of crowdfunding as long as investors are adequately informed about the issue 
and the associated risks. The party collecting crowdfunding cannot be a listed company. 
 
Currently the highest threshold for the companies’ crowdfunding rounds in the Nordics lies actually in 
the companies’ legislation. All Nordic countries except Finland has limited – or restricted completely – 
the ability for private limited companies to offer equity to the public. The Nordic Crowdfunding Alliance 
strongly suggests the Nordic countries should modernize their companies’ legislation and use 
prospectus limits instead to restrict offering financial instruments to the general public.  
 
Two frameworks: national and international 
 
The Finnish crowdfunding act is national legislation applying only to crowdfunding services provided 
within Finland. Service providers using the registration procedure can thus only organize financing for 
Finnish businesses and actively market investment targets to Finnish investors. In the Finnish model, a 
license in accordance with the EU's Markets in Financial Instruments Directive (MiFID) is still needed 
for international crowdfunding. 
  
Treatment of reward and donation crowdfunding 
 
The new Finnish crowdfunding act only covers investment crowdfunding, and does not cover rewards 
or donations based crowdfunding models. For example, the rewards-based model popularized by 
Kickstarter falls under consumer protection acts, whereas donations based crowdfunding is legal in 
Finland only with a special fundraising permit from the police.  
 
In this context, it is recommended that the treatment of reward-based crowdfunding be entered into 
law as an e-commerce transaction pertaining to pre-sales of goods, and hence liable to the relevant 
consumer protection rights, as well as taxation laws. 
 



 

 

Furthermore, and more specifically for donation crowdfunding, countries demanding permits for 
donation collection, should consider entering an exclusion law by relaxing such requirements for 
donation crowdfunding campaigns up to a certain volume (for example EUR 10.000 per year, or a 
higher threshold sum). For example, current practice in Denmark requires DKK 1000 payment per 
notification of fundraising activities (as observed by the Danish Fundraising Board), and police 
fundraising permits in Finland can last up to 6 months to obtain (in addition to payment of processing 
fees). We suggest such practice may not be necessary for relatively low sums of donation 
crowdfunding, which is publicly available for scrutiny and must adhere to KYC laws. 
 
Prospectus limits 
 
Finland supports the growth of crowdfunding by raising the current national prospectus limit from EUR 
2.5 million to EUR 5 million. This applies only to crowdfunding cases, i.e. not equity or bond offers by 
listed or listing companies. The current national prospectus limits are EUR 1 million in Denmark and 
Norway (with a small registration document option up to EUR 5 million), EUR 2.5 million in Sweden 
and EUR 100.000 in Iceland (based on 2014 information). The upcoming Prospectus Regulation is likely 
to push the maximum prospectus limit to EUR 10.000.000. 
 
Moreover, Finland has also introduced a light disclosure documents in such instances with the 
maximum length of 6 pages, covering all important aspects for disclosure by ventures seeking to raise 
capital via equity crowdfunding rounds. This information includes information about: crowdfunding 
recipient, investment instrument and offering, guarantor and/or collateral, risk warning statements, 
and references to Internet and other sources as needed. 
 
The Nordic Crowdfunding Alliance deems that this is the right direction, as disclosure obligations 
towards investors can be more efficiently done via other means than a prospectus. Prospectuses have 
essentially become overly lengthy disclaimers rather than useful sources of information to investors 
that are costly and unnecessarily complex. 
 
Transaction Verification 
 
Harmonizing and simplifying verification methods should be studied among Nordic and EU countries. 
In some countries, current requirement for scanning and uploading of multiple documents for any 
transaction above EUR 1.000 is excessively restrictive, disproportional and may seriously hamper 
investments. Such requirement should accordingly be adjusted to a higher sum, like - EUR 5.000, if not 
higher. 
 
Moreover, harmonization of transaction verification requirements such as KYC (Know Your Customer) 
rules is also required across the Nordic Countries. Here, it is also recommended that possibilities of a 
unified Nordic transaction verification tool may be in place to avoid multiple instances of uploading of 
multiple documents for every transaction above a set sum. 
 
VAT in reward-based Crowdfunding 
 
Assuming the support of entrepreneurs and cultural service providers are a national priority, a reduced 
VAT level should be implemented for reward-based crowdfunding campaigns falling into these 
categories of organizations. By reducing tax burden on struggling entrepreneurs and artists, 
governments can support both cultural and economic growth. 
 



 

 

Lending-based Crowdfunding 
 
Since lending-based crowdfunding does not constitute a bank service per se, and since Peer-2-Peer 
lending platforms only facilitate voluntary lending among peers backed by real money, they should not 
be regulated as banks or be required to hold a banking license. Accordingly, more modest forms of 
licenses overseen by national financial authorities are necessary, similar to the Danish model of 
“Payment service provider with restricted permission”. 
 
Taxation 
 
To further boost engagements of individuals in crowdfunding by encouraging them to contribute to 
new and existing small business and entrepreneurs, the Nordic Crowdfunding Alliance suggests that 
Nordic legislators consider introducing tax deduction of losses from lending and equity crowdfunding, 
as implemented in the UK (up to 88% of total sum of such losses). 
 
 
Conclusion 
 
The Nordic Crowdfunding Alliance is calling upon the competent authorities of each Nordic country to 
set Crowdfunding regulation on the agenda, through the revision of existing laws.  
 
Moreover, the Alliance encourages authorities to make efforts towards the harmonizing of regulations 
across Nordic countries. Such harmonization will facilitate the blooming of a cross-border Nordic 
market for early stage entrepreneurial finance and investments, as well as regional cultural and social 
exchanges. 
 
Finally, the Alliance is committed to be at the disposal of legislators and national authorities for 
providing our inputs into any legal review and revision processes that may be put into place the future.    
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