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Crowdfunding and Microlending
Capital is one of the basic requirements for setting up a business regardless of its size. Businesses require funds to purchase the necessary assets and also acquire an important resource, including personnel. The use of small loans was a phenomenon that was traditional in developing worlds, especially Africa, parts of Asia and South American regions. Currently, microfinancing is common even in the developed nations, for instance, the USA and Canada.  Banking institutions have taken advantage of the trend to gain from loan repayment. The essay will explore Crowdfunding and microlending. The pros and cons, including the popularity of Crowdfunding and microlending, will also be examined. The essay concludes by hypothesizing the future use of both Crowdfunding and microlending.
Microlending
Microlending is a type of financing that gives small amounts of funds to traditionally financially challenged entrepreneurs to fight poverty and enhance self-reliance. The funds purposely granted to start viable small businesses to improve their financial status, including those employed by the small businesses. The culture of micro-lending was engineered by Muhammad Yunus (the founder of Grammeen Bank-Bangladesh). He used his finances to offer small loans to poor people in Jobra. The people were to repay with a little interest. Currently, microlending is used by individuals who find it hard to get conventional bank loans due to various factors, for instance, lack of stable income and assets and documentation issues (Watkins, 2020). Microlending is run by individuals or even organizations.
Currently, most lenders offer their services online. Currently, microlending has become a big venture that has attracted both non-profit and for-profit companies engaging in the business to microlending services globally. Investors hunt for an online channel and scout for microlending opportunities. The fact that the lending faces high risks of no-repayment makes lenders charge higher interest rates.  A typical rate of 6% rises to over 30%. An excellent example of microlensing is Kiva that has an online lending site. "The site utilizes loans from private individuals. Kiva enables anyone to loan money in increments of $25 to entrepreneurs from their database" (Watkins, 2020, p. 170). Borrowers apply for the loan via the Kiva website. They have to give details about the intended business, how the business will be operated and give it. Other notable examples are Prosper and Lending Club that offer peer to peer online lending. The platforms offer small loans to individuals who want small finances below the set bank limits. Also, they are used by individuals with bad bank credit. Globally, microlending has over 250 000 borrowers making it among the most popular micro-lenders. 
Microlending enables those who cannot access bank loans to acquire funds for starting small businesses. It is hard to get a bank loan of $50 000, especially if you lack collateral back up or have a bad credit history.  The application procedure is simple. It also takes a shorter time to apply and also get the funds. Another advantage is that it is possible for a new business that lacks profit history to get a microloan (Burkstaller, Histock & Hoang, 2019). Typical microloans charge low rates between 5% and 25%. Kiva also offers 0% interest to trustworthy individuals and businesses (Burkstaller, Histock & Hoang, 2019). Also, they are readily available due to their presence on online platforms. They also offer many options to choose from. 
The loans lack collateral backing.  Whenever a borrower defaults, the lender ends up with nothing to recover. To add, the microloans attract a higher interest rate. It takes more to pay back the loan. Also, whenever one fails to pay back, his/her credit score is tarnished, making it hard to secure a bank loan in future. Another drawback is that many individuals and businesses apply for microloans (Burkstaller et al., 2019). Hence, it takes a longer time to secure the loan. This poses a challenge for a company that needs immediate cash. 
Crowdfunding
Crowdfunding entails small donations from individuals by an individual or a business to fund a venture or project. Most of the financing is carried out via online channels. The channels allow investors to choose from various projects and invest as low as $10. "Crowdfunding sites generates revenue from a percentage of the funds raised” (Petruzelliet et al., 2019, p. 141).  In the US, SEC acts as a regulator of Crowdfunding. Most policies outline who qualify to fund a new business and the amount that individuals can contribute. The most common crowdfunding platforms include but not limited to GoFundMe, Indiegogo, and Kickstarter. GoFundMe was started in 2010. The platform has raised above $10 billion through over $150 million donations. It is mostly used by individuals who wish to recover from unexpected events, disasters, and medical expenses.  Kickstarter was launched in 2009 (Petruzelliet al., 2019). It has so far funded over 200,000 projects. Currently, it has over $5.8 billion pledges.  It is mostly used by startup businesses seeking capital and also the expansion of the customer base. The platform does not support charity projects, gambling, and political fundraising.  Companies that use Crowdfunding include Oculus VR by Palmer Luckey, Popsocket by David Barnett, Aallbirds by Tim Brown, MVMT watches, and Brooklinen. Globally, Crowdfunding has over 2 500 platforms (Petruzelliet al., 2019).
The platforms allow businesses to reach a bigger audience and get funding for their business needs. Also, most of the projects attract reward. Sometimes, investors may participate in launching a product or getting a gift for their investment (Ezekiel & Toba, 2020, p. 19). Also, the platforms enable startup businesses to get money without losing the control to invest in the capital business. The channel gives businesses a chance to test the market and get feedback for improvement. It also makes it easy to finance projects that could otherwise be unappealing to conventional banks. To add, the investors give project advice. They may end up being your loyal customers.
The platforms can damage the reputation of a business. In some instance, failure to reach the funding goal makes the platform return the pledged amount. Also, Crowdfunding is full of fraudsters steal ideas from unprotected businesses (Ezekiel & Toba, 2020, p. 19).  Also, a significant amount of money is required in interest building before the project's actual launching.
The future of crowdsourcing and microlending
Microlending and crowdsourcing will grow to the level of financing bigger projects. This implies that the platforms will have to incorporate more stringent measures of acquiring a loan. The platforms will lose their initial intentions of helping the disadvantaged in the community to being business-oriented. Also, in future, the platforms are expected to grow in terms of revenue. Crowdfunding is expected to reach $300 billion by 2025, while microlending is expected to reach $270 billion in the same period (Nielsen, 2019). To add, both Crowdfunding and microlending will face high competition due to many such platforms that are mushrooming.  
Conclusion
The finance industry was transformed by the onset of both microlending and Crowdfunding. Microlending entails giving small loans to individuals to start small businesses while Crowdfunding entails acquiring funds from individuals to fund a project. Both platforms utilize the internet. They have enabled people and small businesses to get the necessary finances that could have been otherwise difficult to acquire via the conventional methods. The platforms are expected to grow further shortly and switch to meeting the demands of larger projects. Also, the lending industry is receiving new players at an alarming rate. This means that the platforms will face stiff competition in future.
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