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CHAPTER 1

Introduction

Facing the problems of insufficient cash flows and an information asymmetry with investors 
about the venture’s quality, the greatest challenge for entrepreneurs is to attract outside 
funding for their venture, especially in the beginning of their entrepreneurial activity. A 

lack of operating history contributes to the challenges of obtaining credit. Therefore entrepreneurs 
often turn to a variety of external capital sources, including venture capitalist funds, banks, leasing 
firms as well as private individuals. Bootstrapping remains one of the most used options. However 
many ventures are not successful in attracting sufficient capital due to failed attempts to convince 
investors, a lack of sufficiently large sums from investors, and an absence of clear specification of 
industries or about the capital needs of them. 

1.1 Changing Paradigms

The development phases of economies are witnessing financial turbulence and multi-dimensional 
growth trajectories that demand alternatives. The onset of financial crisis in 2018 and the 
downslide of venture capitalists strengthened the search for alternate financial sources. Rossi 
(2014)1 explained that the lack of capital is one of the important obstacles in terms of growth of an 
idea or a company which is often not possible to fulfil by its own resources. Fundraisers try to opt 
for alternate financing methods like angel investment and crowdfunding. Due to ease of operation, 
less regulated system and global outreach, fundraisers often tend to choose crowdfunding as their 
source of fund in the primary stage.

An emerging form of funding among small business undertaking and entrepreneurs is to shift to the 
public or the crowd to raise funds. This concept known as crowdfunding which describes a large 
number of investors’ contributions to finances to projects, products, or business ideas has emerged 
as an alternative possibility for individuals to receive funding in different ways. Crowdfunding is 
a means by which an entrepreneur or business raises financing by way of small contributions from 
a large number of individuals using mass communication through online platform. It is usually 
used to raise funds for films, art, business ventures or social causes.  There are various types 
of crowdfunding, namely: reward, donation, peer-to-peer, and equity-based. The rapid growth of 
crowd funding globally has led to see the crowd as a potential solution for non-availability of 
funds.

1  Matteo Rossi (2014)SMES’ Access to Finance: An Overview from Southern Italy published in European Journal of 
Business and Social Sciences, Vol. 2, No.11, pp 155-164, February 2014. P.P. 155 - 164URL: http://www.ejbss.com/
recent.aspx ISSN: 2235 -767X
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Conventional banking and financial companies have severe constraints on capital, costs and 
infrastructure in delivering affordable credit in India. In the absence of bank credit, Indians 
have traditionally relied heavily on loans from friends, family and the community. An informal 
or unorganized money market has taken root, leading to usurious interest rates and little formal 
contracting, underwriting or recourse for recovery. Growing Internet-connected population enables 
alternative finance platforms to provide access to financial services to many under or unserved 
customers. 

India can be regarded as the centre of alternative finance activity in South Asia with a total turnover 
of over $57m raised during 2013-2015. In 2013, just over $5m was raised. It grew to $12.08m in 
2014, a 137% year-on-year growth rate from the previous year. In 2015, almost $40m was raised 
accounting for a growth rate of 230% and during the period 2013-2015, there was an average growth 
rate of 184%. By volume of each model, majority of the activity in India was within marketplace/
peer-to-peer consumer lending ($26.72m) followed by equity funding and reward based funding 
while the Marketplace/peer-to-peer business lending accounted for just over $2m from 2013-2015.

Facing the problems of insufficient cash flows and an information asymmetry with investors about 
the venture’s quality, the greatest challenge for entrepreneurs is to attract outside funding for their 
venture, especially in the beginning of their entrepreneurial activity. A lack of operating history 
contributes to the challenges of obtaining credit. Therefore entrepreneurs often turn to a variety of 
external capital sources, including venture capitalist funds, banks, leasing firms as well as private 
individuals. Bootstrapping remains one of the most used options. However many ventures are not 
successful in attracting sufficient capital due to failed attempts to convince investors, a lack of 
sufficiently large sums from investors, and a lack of concrete specification of industries or what 
capital is needed.

In today’s world more women are entering work force than men but in almost all countries are 
primarily held by men. When we consider the case of fairer sex – the Female managers, one can 
observe that they are basically relegated to the lower ranks in the management ladder due to which 
both their clout and authority can be regarded as inferior to men. It is even opined that women 
staffs are confined and concentrated in certain particular pockets which coincides with their 
feminine qualities like human resources, corporate communications, community and governmental 
relations, marketing and finance (Catalyst, 1991)2. When we make a comparison between women 
and men, it can be observed that they give only less emphasis on career success than men. It can 
also be observed that, if at all they are able to break these inhibitions and prejudices, yet they 
are unable to attain them which is popularly known as the Glass Ceiling Syndrome. It can be 
regarded of the most compelling metaphors recently used for analyzing inequality between men 
and women in the workplace, in order to describe a barrier to further advancement once women 
have attained a certain level. The glass ceiling hypothesis also views that as the women move 
higher and higher up the ladder, they face more and more hurdles which dampens their spirits for 
entrepreneurial engagement under the same roof. Hence the only option is to get out of the system 
and start an independent venture which can be further ignited by the new form of financing 
– financing from the public or crowd funding. This source can be beneficial for those women 
entrepreneurs who face challenges to raise quick funds. Hence this concept is attracting much 
attention among researchers of various domains. Against this background, this study analyses the 
factors contributing the success of Crowdfunding campaign strategies.

1.2 Significance of the Study

The study analyses various online alternative financing strategies ranging from reward-based crowd 
funding to peer-to-peer business lending. The study is expected to provide an insight regarding 
various components of the industry with respect to sources of financial support, provides an 
insight into the market insights regarding alternate finances. The study also divulges about the 
levels of alternative payment system adoption and the impact on the future growth trajectory of 

2  Catalyst (1993) Successful Initiatives for Breaking The Glass Ceiling to Upward Mobility For Minorities and Women 
published by Catalyst 250 Park Avenue South New York, NY 10003-1459
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alternate finance in those markets. The study undertakes a fundamental exploratory research on 
the increasing demand of crowdfunding from different point of views by asking: 

• General Analysis : What are the motivating factors or driving forces behind the increasing 
growth of crowd Funding?

• Investor Analysis : Why investors or funders are motivated to participate in crowdfunding 
activities that drives the demand of the program? 

• Entrepreneur Analysis : Why entrepreneurs are motivated to participate in crowdfunding 
activities that drives the demand of the program? 

1.3 Objectives

The objectives of the present study are:

• To identify the driving factors behind the participation in crowdfunding activities. 

• To identify the success drivers of crowdfunding platform.

• To examine the implications for capital structure theory. 

1.4 Methodology

To identify the success factors of crowdfunding and to answer the research questions, an empirical 
approach is adopted in this research study. Success factors will be identified with the use of fuzzy 
set qualitative comparative analysis (fsQCA) which will assist in determining both the success 
factors as well as the different path that are incorporated to achieve. 

1.5 Theoretical Framework

After the Sub-Prime Crisis (2006-08), the conventional financial institutions are hesitant to small/
upcoming start-ups. As a result of this alternate finances in the form of crowd funding as the main 
source of ‘peer-funding’. This new form of finance is now widely discussed under the realms of 
both economics and management. On one side, it is the most simple and viable solution for small 
entrepreneurs to bridge their financial gap. Yet questions are raised regarding whether this model 
is a reliable one or will be exposed to vagaries of financial sector. Young start-up companies are 
plagued by information asymmetry, lack of collateral security and negative cash flows. So the only 
alternate available to the start-ups is the informal investors who can be categorised as ‘Crowd’. 

Young start-up companies have difficulties obtaining financing because of high information 
asymmetry, no collateral along with negative cash flow. Informal investors are usually the ones 
investing in risky start-up companies because informal investors require lower rates of return, are 
more likely to take on higher risks and have longer investment horizons. On the one hand, equity 
crowd Funding may be a remapping and democratization of the capital market, on the other, equity 
crowd Funding may be a permanent weakening of investor protection, exposing investors to new 
problems.

1.6 Chapterisation

The first chapter provides an insight about the scope along with the relevance and background of 
the emerging concept in financial research – Crowdfunding. This chapter also deliberates on the 
objectives framed for the study and the methodology that is adopted to analyse the effect on the 
economy and as the stimuli for growth. The following chapter describes about the available literature 
regarding the concept of crowdfunding followed by the alternative definitions of crowdfunding, 
including different models and actors. It also incorporates the scope of crowdfunding to unleash 
the entrepreneurial ventures of women. The fourth chapter analyses the scope of crowd Funding 
as an alternative to conventional funding. The concluding chapter provides us with the findings 
and concluding remarks.
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Chapter II

Review of Literature

Generally it is believed that it’s prudent to initiate business with the help of a person’s 
savings or capital and for additional funds they ought to seek the assistance of financial 
institutions. Researchers like Cowling opined that for centuries, the only source external 

finance, initially one should seek the assistance from the government or the prominent financial 
institutions of their locale (Cowling et al. 2016)3. Some rich families’ ventures into philanthropic 
activities who also provides a helping hand to the budding entrepreneurs or business entities 
(Xiang et al, 2014)4. To them the main objective is for mental solace or as an obligation towards 
the well-being of the society. Though the emergence of this concept in entrepreneurial activity is 
slow, yet today one can observe that it had literally dominated the source of funding in today’s 
entrepreneurial initiatives. Today one can witness a large number of crowdfunding initiatives that 
was able to seek the assistance from private individuals (Hollas, 2013)5. 

When we trace the available literature on Crowdfunding, it can be observed that this movement was 
first initiated in creative fields like arts and drama because of the main reason that budding artists 
and producers lacks sufficient funds to initiate their dreams into reality. With the advancement of 
information technology and the growing mass appeal of internet, online crowdfunding platforms 
started dominating the scene. These online platforms that are similar to online market portals like 
eBay and amazon encourages the interaction between various entities – the ideates or the creators, 
the funders along with other related entities. 

Crowd funding can be regarded as an innovative method for sourcing funds for new initiatives 
or ventures. Both profit oriented and non-front charity organisation flock to these platforms for 
soliciting additional funds for initiating their projects. Fund seekers range from small time artists 

3  Cowling, M., Liu, W., Minniti, M. and Zhang, N. (2016), “UK Credit and Discouragement during the GFC”, Small 
Business Economics, online.

4  Dong Xiang, Andrew C. Worthington, and Helen Higgs (2011) Firm-level determinants and impacts of finance-seeking 
behaviour and outcomes for small and medium-sized enterprises (SMEs) in Australia published as Discussion Paper of 
Griffith University ISSN 1836-8123

5  Hollas, J. 2013. “Is Crowdfunding Now a Threat to Traditional Finance?” published in Corporate Finance Review
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seeking assistance for releasing their new albums or work of art to small time entrepreneurs who 
are eager to initiate their ideas into activities who sought for financial assistance as seed capital 
which is an alternative of the traditionally popular concept – venture capital (Schwienbacher 
and Larralde, 2010), in such a scenario, a large number of people form the ‘Crowd’ who provide 
small doses of financial assistance with or without the expectation of profit pool their resources 
to finance a project like a start-up. Their only intention is to revive or initiate a project rather than 
pecuniary benefits. Schwienbacher and Larralde in their research defined that crowdfunding can 
be regarded as an open request or call mainly undertaken with the help of online portal seeking 
financial resources which assures some returns in the form of monetary or ownership rights. 

Another closer perusal of the literature, one can observe that many of the literature highlighted 
that crowdfunding thrives on collective effort of the people. Information technology acts as the 
medium in which a crowdfunding platform is created which is frequently visited by the public 
with pious intentions. Like a serious social animal, they lend a helping hand to the ‘unknown’ or 
the other people (Ordanini, 2009). From a study undertaken by a researcher (Agrawal, Catalini, 
and Goldfarb, 2011), it can be observed that even unknown persons who are residing in distant 
localities had shown inclination towards investing in new entrepreneurial initiatives. When we 
closely analyses the crowdfunding patter, research opined that it is a two-paced activity with 
varying degrees of momentum. Research studies (Kuppuswamy and Bayus, 2013) opined that one 
can observed a ‘Bystander Effect’ in the process. Bystander Effect is a socio-psychological effect 
where due to the presence of others, the bystander literally ignores the patient with the expectation 
that other will take care of it. Due to the prevalence of such a felling in crowdfunding platforms, 
one can observe a reduction in the propensity to fund during the mid-course with the expectation 
that others will chip–in. Research studies concluded that the momentum for crowdfunding gets 
intensified during the final stages of the campaign which typifies that of herding behaviour. (Zhang 
and Liu, 2012),

Another emerging crowdfunding model is ‘Crowd Law’ or litigation financing which offers 
crowdfunding for small-scale criminal defence cases or to non-profit organizations to launch 
legal or political campaigns. Jason Krause (2015)6 opined that crowdfunding for a movie project is 
simple and relatively a straightforward process in which the movie campaigner receives funds from 
investors and after completing the project, he recoups the money and return it to the investors. The 
researcher is of the view that Litigation financing is entirely different from it. The technicality the 
Litigation Campaigners are expected to face is the strategic way to convey information to the public 
domain without compromising the information to the opposite counsel. But the most delicate part 
of such a project is that they need to comply with all these conditions though they are desperate in 
seeking funds. All these process should be undertaken under the careful and critical observation 
from the opposing counsel

Crowdfunding platforms are channelizing funds for the development of start-ups and Small and 
Micro Enterprises (SMEs) especially in the developing countries. Majority of the countries are 
effectively exploiting crowdfunded projects for achieving a value-based and innovation-driven 
economy. For a new entrant, crowdfunding provides a viable opportunity to converts new ideas 
into prototype and to undertake an effective launch (Wonglimpiyarat 2017, p.55)7 

Finally, one can conclude that today, crowdfunding has literally recognised as the most innovative 
way for kindling the entrepreneurial enthusiasm due to which one can even witness new 
entrepreneurs emerging from backward regions and even from families that doesn’t have an 
entrepreneurial past. 

6 Jason Krause (2015) Mass Actions: Crowdfunding can be a great way to finance your case—or destroy it published 
in ABA Journal, Vol. 101, No. 9 (SEPTEMBER 2015), p. 32 Published by: American Bar Association and Stable URL: 
https://www.jstor.org/stable/24806616 Accessed: 22-12-2018 11:57 UTC

7  Jarunee Wonglimpiyarat (2017) FinTech Crowdfunding of Thailand 4.0 published in The Journal of Private Equity , Vol. 
21, No. 1 (WINTER 2017), pp. 55-64 and Published by Euromoney Institutional Investor PLC URL: https://www.jstor.
org/stable/10.2307/26408067 
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CHAPTER III

Dynamics of Crowd Funding

It can be opined that the so called ‘new phenomenon’ or rather the ‘new bubble’ is not a new 
one, but it has been in existence right from the early days itself. When in need for quick funds, 
the norm that existed among the human-beings is to seek assistance from friends and family 

members which can be categorised as ‘crowd’. But the only novelty that we witness today is to seek 
funds with the use of information technology from an enthusiastic group that is spread around the 
world. 

3.1 History of Crowd Funding

For the ease of analysis and understanding, the evolution of crowdfunding can be categorised into 
various periods which are as follows 

Year - 1700s : The first signs of crowdfunding can be traced back to the year 1700. Under the 
leadership of Jonanthan Swift, a movement was started to provide loans to the needy and 
creditworthy people residing in this part of the world – Dublin. According to Swift, the components 
in the ‘Crowd’ comprised of the wealthy population residing in Dublin who were asked to make 
small donations in the form of charity to the poor and needy. Hence crowdfunding began as a 
‘pious’ initiative of the rich. Hence pecuniary motive is not the real objective of this initiative. 

Year - 1850s: Crowdfunding started getting into shape only after the completion of another hundred 
years. During the 1800, Germany witnessed crop failures and resultant famines that devastated 
the economy. Hence the people had no other option other than business undertakings. Herman 
Schulze-Delitzsch garnered the support of people to undertake a joint initiative with the support of 
a group of people into a cooperative movement. He was supported by Friedrich Raiffeisen thought 
of forming a cooperative union to generate sufficient funds from the public. This resulted in the 
formation of the first Credit Union in Germany. Here the concept of ‘Crowd’ is entirely different 
from the concept that is followed in Ireland. Here the ‘Crowd’ comprised of the members of the 
Credit Union, who showed an inclination towards depositing money periodically and expects only 
a lower interest for the loans than what can be regarded as average rate of interest. 
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Year – 1970s: The year 1970’s witnessed a popular movement which even received global 
recognition. In the far distant east Asian economy of Bangladesh, a movement for the poor and 
the vulnerable sections of the society was initiated under the leadership of Professor Muhammed 
Yunus. He initiated a micro-credit project to the poor women in his locality Jobra in Bangladesh. 
He disbursed $27 to $42 on minimal surety to women’s groups. Based on the enthusiasm and 
positive response from the women’s group resulted in the formation of the first banking system for 
microfinance – the Grameen Bank Project. International institutions like the United Nations had 
credited this initiative as the first example of Modern Microfinance. \

Year – 1990s: It can be categorically stated that the terminology ‘crowdfunding’ which is popular 
among us can be owed to a British rock band – Marillion. the music band –Marillion was able to 
generate sufficient funds for its reunion way back in 1990 before internet and information technology 
dominated the scene of crowdfunding. In the year 1997, Marillion planned to undertake a North 
American tour, they turned towards their music fans to fund this project popularly known as Tour 
Fund. They send mails to 6000 fans with the enquiry whether they are interested in purchasing 
the album in advance for which they replied affirmatively. To their surprise, they received 12,000 
pre-orders worth $ 60,000 with which they are able to fund their North American Project.

Year – 2000s: The credit if coining the term ‘crowd funding’ goes to Michael Sullivan and his 
failed project known as Fundavolg. He planned to initiate an incubator for videoblog that will be 
based on reciprocity, transparency that will be funded by the ‘crowd’. This idea was later emulated 
by SellaBand in which music enthusiasts and fans can invest in music projects. Slowly charity 
organisations started using this platform for generating funds.8 This decade also witnessed the 
launch of Kiva, the first micro-lending platform that encourages entrepreneurs to provide financial 
assistance. According to Devin Thrope, Kiva is one such crowdfunding platform which provides 
financial assistance to the needy like refugees and other ‘Unbankables’9 

The Global Meltdown which is the resultant of the sub-prime crisis also resulted in tightening of 
lending norms by financial institutions. Hence funds that are essential for ideation became scarce 
due to which new entrants and start-ups started depending on alternate means of funding. They 
finally found solace in the innumerable number of crowdfunding platforms. As a result of this in 
the first half of 2000 crowdfunding platforms became the most sought after platforms for financial 
assistance. The revenue generated from crowdfunding platforms increased from $530 million in 
2009 to $ 15 billion in 2011. By 2012, estimates convey that there re are 450 crowdfunding platforms 
that were able to raise funds to the tune of $2.7 billion worldwide which finally increased to $24.4 
billion in 2015 (Source: Startups.com) 

3.2 Crowd Funding: The Terminology 

Before going into the matter and success factors of particularly successful crowdfunding campaigns 
gets involved, it is necessary to deal with the terminology and to get a clear picture of what exactly 
it is about. The Crowdfunding world is constantly growing, new platforms or completely new 
approaches arise - but all can be categorized. Hence it is prudent to analyse the alternate financial 
concept popularly known as ‘Crowdfunding’.

Researchers had defined the term ‘Crowd” according to their research priorities. According to 
some researcher (Kozinets et al., 2008), the term “crowd” can be defined as a “a large or organized 
group, brought together with the help of internet or information technology with the sole objective 
of planning, managing of projects….’. While other researchers (Ordanini et al. 2011), owed the 
success of the movement to “Web 2.0”. Hence, crowdfunding can be regarded as a collective effort 
of the public who pool their financial resources – money via an established medium like internet 
with the objective of investment. They even act as a support to the initiatives undertaken by other 
group or organizations (Ordanini et al. 2011, p. 2). 

8  Daniela Castrataro (2011) A social history of crowdfunding published in Business https://socialmediaweek.org/
blog/2011/12/a-social-history-of-crowdfunding/ accessed December 15, 2018. 

9  Devin Thorpe (2018) published in https://www.forbes.com/sites/devinthorpe/2018/09/24/kiva-is-really-a-crowdfunded-
bank-for-refugees-and-other-unbankables/#1c056678220a accessed December 15, 2018
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As per the Merriam-Webster’s Dictionary, Crowdsourcing and Crowdfunding are two popular words 
that recently got listed in the domain of English literature. According to them Crowdsourcing is a 
‘practice of soliciting services, ideas, or content from a large group of online’ while Crowdfunding 
‘solicit financial contributions to a particular venture or cause’.10 The similarity between the two 
terms is that both used online platforms for sourcing funds from the public which normally is 
represented tech-savvy group. According to them the Crowdsourcing can be attributed to Jeff Howe 
who first used this vocabulary in an article published in Wired in 2006. Likewise they credited the 
word Crowdfunding to the entrepreneur Michael Sullivan in the same year itself. 

3.3 Strategies Adopted for Crowd Funding

The strategy adopted for garnering funds from the public can be classified under the following 
steps.

Step I : First the founder or the initiator who with his business acumen developed an innovative 
concept of production or production process approaches any online crowdfunding platforms to 
showcase his product for the interest of the public domain. The main objective of this process is to 
seek outside financial assistance as he is running short of ideating the said project.

Step II : Only through an effective interaction, he will be able to garner sufficient funds for his ‘Pet 
Project’. This issue is faced mainly by the new entrants who don’t have any financial backing or 
any business lineage. They even can be regarded as ‘First Generation’ Businessman. Only through 
effective campaign strategies, he will be able to garner sufficient support. As the contributors are 
persons who don’t have any first-hand information about the initiator, they always depend on the 
project and its innovativeness. Based on this the crowd conveys its willingness to fund the said 
project or not. 

Step III: The ever expanding world of information technology provides the platform for the 
‘Rendezvous”. Both the participant meets on this ‘Virtual Marketplace’, where the modus-operandi 
for the future course of action is fixed. 

Thus the virtual world becomes the platform for ideation of dreams for the budding entrepreneurs 
who only has dreams which are not backed by financial or hereditary supports. 

3.4 Types of Crowd Funding

As per the research undertaken by Massolution (2012) published under the label of Crowdfunding 
Industry Report – 2012, which was funded by crowdsoursing.org, classified crowdfunding into 
four distinct types. 

Equity-based crowdfunding: 

Under such a type of investment, the main objective or expectation is to ensure periodic financial 
returns. Each investor is assigned an equity (share) of the company. Certain companies distinguish 
between real investors and crowd investors. Even the crowd investors are not assigned real shares 
but are permitted to participate in a potential manner with due gains from value and profits. In 
short they are regarded as investors in a contract manner which displays the characteristics of debt 
capital.

Lending-based Crowdfunding:

Generally investors lend capital to other people with the objective of getting returns along with 
the principal. If the suggested company ends in losses, the lender is expected to share the burden 
as well.

Reward-based Crowdfunding:

Here the objective of investment is of non-monetary in nature. This type of funding is popular 
among projects related to book publishing, release of a music album or even a release of a cinema. 

10  https://www.merriam-webster.com/dictionary/crowdfunding 
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They generally receive a material for sharing the capital. The most popular example is the American 
Crowdfunding platform, Kickstarter platform, which is also regarded as the largest crowdfunding 
platform of the world. 

Donation-based Crowdfunding: 

Under this type of investment, the investor is least bothered about the expectation of return int 
he form of cash or kind. He regards this as another philanthropic activity. betterplace.org can be 
regarded as the best example of such type of investment. 

Litigation-based crowdfunding: 

In this model, a plaintiff seeks financial assistance from different people for filling a case. This 
activity is done with strict confidentiality and the plaintiff seeks assistance in the form of donation 
and returns the gains in the form of a reward. Depending on the level of success, the investor at 
times will gain more than that he invested. 

Fig.3.1 

Types of Crowdfunding Models based on Complexity and Uncertainty

                    Source: Hemer, 2011

Based on the degree of uncertainty and complexity, the forms of investments can be shown in a 
hierarchical model as depicted in Figure – 3.1. It conveys that equity based crowd funding can 
be regarded as the most complex one than the other forms and donation based funding can be 
regarded as the simplest form of funding. 

3.5 Crowd Funding and Young Entrepreneurs

Young Firms are regarded as he drivers for job growth in many economies all around the world. Yet 
even after recognising is importance by policy makers, the failure rates among many ventures is 
very high. According to ‘Small Business Credit Survey’ published by Federal Reserve Bank of New 
York, more than two-thirds of Startup Firms financial challenges. They are of the view that 1/3rd 
of new establishments fail within first two years and another half fail within five years11. Based 
on the role and importance of start-ups in economic development especially in capital scarce 
developing countries, planners and policy makers should devise strategies for giving this issue a 
central importance. 

11  Michael T. Deane ( 2019) Top 6 Reasons New Businesses Fail published in https://www.investopedia.com/financial-
edge/1010/top-6-reasons-new-businesses-fail.aspx accessed December 15, 2018
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Finance can be regarded as the life-blood or critical component of any business venture. Moreover 
for the smooth running, they also need a constant flow of cash as well. Over the years entrepreneurs 
had sought finances from various sources ranging from money lenders to financial institutions. 
In the later stages what we witnessed was the emergence of stock market as he easy and he best 
source for industrial financing. 

3.6 Technology based Crowd Funding Models

Innovation system and its development in a country or region is basically determined by the 
financial policies adopted by the successive governments in that country. Moreover with the 
emergence of a knowledge-based economy, economic growth is directly related to the level of 
innovation happening in the region and the crucial factor that determines the level of innovation is 
finance (Bygrave and Timmons , 1992; Freeman and Soete , 1997; Pissarides , 1999). Many studies 
(Gompers and Lerner, 2004)12 also opined that in the initial stages firms face stiff competition for 
the development of their business and incorporation of innovation into the system. 

Figure – 3.2 

Life Cycle of Technology-Based Firms

          Source : Wonglimpiyarat, 2017 P. 56.

The figure given above shows the requirements of funds by technology based a firm which passes 
from seed to start-up finally to growth and maturity stages. The diagram conveys that in the early 
stages of a technology based firms, they faced extreme difficulties in the start as the criterion 
adopted by financial firms is ‘collateral based lending’. In short the scope of converting ideas 
to the final commercial launch is very much restricted. So the solution they turn to are seed or 
crowdfunding and only the final stages and success indicators stimulate them to fund them. 

Company always depends on external finances for both their growth and innovation. Financial 
institution normally comprises of various types of financial institutions that provide both short 
term and long term funds. The normal composition of a financial system comprises of banks and 
other types of financial markets. Financial markets are normally regarded as a facilitator and the 
main objective is “to facilitate the transfer of resources from savers (‘surplus units’) to those who 
need funds (‘deficit units’).13

12  Gompers and Lerner (2004) The Venture Capital Cycle published by the Massachusetts Institute of Technology P.3. 

13  Jarunee Wonglimpiyarat (2017) FinTech Crowdfunding of Thailand 4.0 published in Source: The Journal of Private 
Equity , Vol. 21, No. 1 (WINTER 2017), pp. 55-64 published by: Euromoney Institutional Investor PLC https://www.jstor.
org/stable/10.2307/26408067 accessed on December 22, 2018. 
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3.7 Transition from Micro Finance to Micro Lending and Crowdfunding

With the liberalisation wave engulfing the ‘third world’ countries from the beginning of 1990s 
ushered in an entrepreneurial era when first generation entrepreneurs also started dreaming big. It 
is the emergence of micro lending that provided ‘wings’ to their dreams. When a First Generation 
investors enters the market he doesn’t have any financial backup due to which none of the banking 
and financial institutions are interested in lending. Hence they were made to move away from the 
traditional financial intermediaries and to explore the ‘new world’ in finance – Micro Finances. A 
closer perusal of the Micro Finance markets in developing countries, one can observe three distinct 
features

• Multiple Dependency Factor : The peculiar feature of the new generation entrepreneurs is that 
that doesn’t have strong financial backing for their prospective projects. Hence he is not in 
position to depend one source or one person for financial assistance. Hence he will be adopting 
a ‘pooling strategy’ whereby he will be seeking financial assistance from a group of funders. 

• Social Dependency Factor : The main objective of the funders is that though they don’t have any 
clear knowledge about the first generation entrepreneur, yet based on their social enthusiasm 
they come forward to associate in these initiatives as a social obligation. In short they opined 
that they are doing their ‘bit’ for the social well-being of the society. 

• Creditworthiness Factor : Lenders in these platforms extend their hand of ‘support’ without any 
pecuniary expectations. Hence their neither seeks for any financial security nor is interested 
in analysing the characteristics of the campaigner. ‘Peer’ influence is the real driving force in 
these initiatives. 

Realising the potential of the micro-lending institutions, questions were raised to expand its effects 
on a wider scale through the incorporation of information technology. One of the successful region 
that had implemented such a strategy is Indonesia which used information technology, internet 
and social media websites to augment the performance of micro-credit institutions.14 

One of the seminal study undertaken by Morduch (1999) opined that ‘group-lending’ contracts 
is the new innovation brought about by microfinance whereby the co-signers are the neighbours 
residing near to the loanee which resulted in mitigating information asymmetry between the two 
entities – lender and the borrower. Neighbours exhibit an obligation to exclude risky elements 
from the financial association to ensure the effectiveness of the system. They concluded that 
‘Microfinance offers a win-win solution where both financial institutions and the poor clients 
profit’.15 Finally in the year 2002, United Nations published a report conveying that one-fifth of 
the world population was living in extreme poverty and the successful models like the Bangladesh 
Gramin Bank, Indonesian Bank Rakyat and the Bolivian Banco Sol should be replicated.16 Out of 
this Gramin Bank can be regarded as the oldest one. It was initiated in 1978, when the initiator Dr. 
Muhammmed Yunus generated a corpus fund of US$27 and met the financial needs of 42 bamboo 
stool makers in Bangladesh.17 The real intention of the project is to target the poorest of the poor 
who are earning less than a dollar per day. If we go by conventional wisdom, it is not prudent to 
fund the poor who lack creditworthiness. It is this conventional concept about the poor that was 
challenged by this financial inclusive project popularly known as microfinance. Periodic meetings 

14  Niko Ibrahima and Verliyantinab (2012) The Model of Crowdfunding to Support Small and Micro Businesses in 
Indonesia Through a Web-based platform Open access under CC BY-NC-ND license.published by Elsevier Ltd.

15  Jonathan Morduch (1999)The Microfinance Promise published in the Journal of Economic Literature Vol. XXXVII 
(Decmber 1999), pp. 1569–1614

16  Niels Hermes and Robert Lensink (2007) Impact of Microfinance: A Critical Survey published in Economic and Political 
Weekly, Vol. 42, No. 6 (Feb. 10-16, 2007), pp. 462-465 https://www.jstor.org/stable/4419226 Accessed: 23-12-2019 14:18 
UTC

17  Venkataramana Gajjala, Radhika Gajjala, Anca Birzescu and Samara Anarbaeva(2011) Microfinance in online space: a 
visual analysis of kiva.org published in Development in Practice, Vol. 21, No. 6 pp. 880-893 and Published by: Taylor 
& Francis, Ltd. on behalf of Oxfam GB Stable URL: https://www.jstor.org/stable/23048409 Accessed: 23-12-2019 16:23 
UTC
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especially during the weekends ushered in the sense of brotherhood among the members of these 
Self Help Groups. In this model, funding is provided not to a person but the group as a result of 
this it’s became a group responsibility to ensure prompt repayments. One person’s failure is even 
regarded as the group failure. 

Gauging the pulse of the public, finally UN declared 2005 as the International Year of Microcredit 
along with honouring the Father of Microfinance Dr. Muhammad Yunus with Nobel Peace Prize. 
The Nobel Committee while analysing the potential of microcredit opined that vicious circle of 
poverty can be broken through the adoption of microfinance which slow caught the attention of 
aid agencies who adopted it as the potent tool for eradication of poverty.18 

3.8 Liberalisation and the Transition Effect: 

It is opined that the due to the wave of liberalisation engulfing the whole of third world resulted 
in the spurt of entrepreneurial activities due to which we witnessed a frantic search for finances 
by the first and second generation entrepreneurs in this region. Research studies observed that 
without alternate means of finance, the only option that is left for these first and second generation 
entrepreneurs is the moneylenders who charge exorbitant rates even up to the extremes of 200%.19 
Hence the objective of this model is to ensure financial support for achieving the dual motive of 
empowerment of underprivileged for achieving rural development. 

Due to the emergence of information technology, micro financing models also shifted from offline to 
online models which were very attractive to the new-generation entrepreneurs and investors. The 
benefit of information technology in micro-lending models is that it minimises transaction costs. 
It also bridged the gap and assisted in achieving customer loyalty. Introduction of information 
technology in this sector resulted in expansion of the schemes provided under microfinance like 
savings, flexible loan repayments and pension funds. 20 

The first platform of micro lending is SuVy (short form of SuVyapar), which was initiated by Mr 
Sanjay Bhargava, Reuters Digital Vision Fellow at Stanford University. He prepared a prototype as 
Community Friendly Movement (CFM) which was later registered as a not-for-profit organization 
in 2005. It finally got seed grant of USD 60,000 from Ford Foundation. It was later followed by Kiva 
which was headquartered in San Francisco. It can be regarded as the first platform that assisted 
individuals to contribute small amounts of money to the first generation entrepreneurs belonging 
to rural areas around the globe. With the support from a strong team of field partners, they were 
able to create meaningful stories to impress the lenders. This uniqueness ensured the success of 
this project as the owners will be aware of whom they are lending along with the ‘trickle down’ 
benefits to the society. 

A new type of e-commerce based finance model that is getting sufficient attention is the Peer-to-
Peer lending which is also known as people-to-people, person-to-person etc. Just like a e-commerce 
portal, here people bid for items that are listed in the website but will bid on loans. The peculiarity 
of this activity is that all these financial transactions are undertaken without the careful monitoring 
of any banking or any other type of financial institutions. Here one can observe the interaction 
between two entities – Borrowers who are people in need of money and Lenders who are people 
with surplus funds willing to invest with the motive of gaining profit or for garnering social 
recognition. 

When we closely analyse the P2P market, we can observe that Zopa UK can be regarded as the 
pioneers who initiated their activity in England way back in 2005. In United States, Prosper can 

18  Norwegian Nobel Committee (2006): ‘The Nobel Peace Prize 2006’, Press release, Oslo, October, http://nobelprize.org/
nobel_prizes/ peace/laureates/2006/press.html

19  Aaron Cooke (2011) Not all Micro-Loans were created Equal: The Effect of Supply Chain Location On Micro-Lending 
published in The American Economist, Vol. 56, No. 2 (Fall 2011), pp. 69-73 published by Sage Publications, Inc https://
www.jstor.org/stable/23240393 Accessed: 23-12-2019 15:59 UTC.

20  Venkataramana Gajjala, Radhika Gajjala, Anca Birzescu and Samara Anarbaeva(2011) Microfinance in online space: a 
visual analysis of kiva.org published in Development in Practice, Vol. 21, No. 6 pp. 880-893 and Published by: Taylor 
& Francis, Ltd. on behalf of Oxfam GB Stable URL: https://www.jstor.org/stable/23048409 Accessed: 23-12-2019 16:23 
UTC
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be regarded as the pioneers as it initiated its activity from 2006, but the largest P2P in America 
is Lending Club which began its operations only in June 2007. The difference between P2P and 
other earlier forms of microfinance is that it is not only an alternate source of finance, but also the 
interest rates charged are less than that adopted by traditional commercial banks. 

But the most popular among the P2P models is the one put forward by Kick-starter which 
commenced its activity only by the beginning of 2009. Kickstarter is also attributed for popularising 
the word ‘crowdfunding’. Due to the popularisation of this term, now a group of people who are in 
no way familiar or related extends their helping hand to fund a project. This platform was used by 
artists and other creative minds to fund their project. In this platform no investor can expect to get 
his funds back but will be optimally rewarded. The projects that are incorporated in this system 
ranges from artistic endeavours like music albums and documentaries to entirely differ concepts 
like making of wristwatches or even ipods. The rewards that are accrued to the contributors ranges 
from free tickets to drama shows or a copy of the music album etc. Some of the reasons that can be 
cited for the popularity of Kickstarter among the P2P models are as follows.

• These platforms are user-friendly as it uses various softwares as its interface to initiate your 
campaign with minimal effort. Just by a few click the campaigner can optimally use even 
popular social networking websites like Facebook.

• Not the ease of operation but also Kickstarter provides that professional touch through a simple 
interface and a convenient payment mechanism.

• Multiplicity of campaigns ensures that a Lender with sufficient funds can invest in wide and 
varied projects just by logging on to their website. Though even in its infancy, P2P model was 
able to receive sufficient funds and was able to kindle the dreams of new generation who 
always remained out of the preview of traditional financial institutions. 

3.9 Stakeholders of the model

Effective interaction betweent he stake holders, ensures the sucess of teh project and the popular 
stake holders of this model that is growing in leaps and bounds are as follows.

Crowdfunder: Generally the crowdfunder can be regarded as persons who had surplus funds at 
their disposal and is intersted in lendeing wide and varied inatives with or without he expecation 
of pecuniary gains. Gauging from the popularity of this model, we also observed the active 
participation of instituions governed by public authorties and even by private individals. 

Beneficiary-investee: They can be regarded as any person or entity that has an innovative concept 
that ranges from projects, product, and inatives who are in need of quick financial assistance with 
minimal security. The entities that are involved in this activity varied from non-governmental 
organisation to stsrt-ups. 

Crowdfunding Platforms: with the rapid expansion of information technology, one can also 
witness the optimal use of this medium in micro-lending as well. The popular models varied from 
on-line platforms even to off-line platforms as well. The returns that are accrued to these platforms 
are through user fees and commisions. They also shares a part on the return on their investement 
like insterst and divident payments. 

Third Party Verifier and Other Service Providers: With the help of the local assistance, these 
platforms also collects the background information of the company or the individual which the 
investors relies for making their finala decesion. With the changing demands from the participants, 
they also had indulged in undertaking social and enviroment cost-benefirt analysis of the projects. 

Sponsors: They also assist the beneficiaries in fine tunning their campaigns that to at a premium. 
Theyr provide assitance in designing and running the campaings by various entites. Some of the 
services offered by the platforms are pro-bono or at a commercial premium. 

Thus it can be concluded that, each platform in micro finance is a total package comprising of 
designing, developing, maintain and accruing the benefits tot eh campaigner at the expense of 
minimal time and effort. 
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3.10 Benefits of Crowd Funding Model 

The benefits that can be accrued from such an alternate means of financing are as follows.

a) Acts as an alternate means for financing the SMEs and the wave of start-ups emerging in 
developing countries.

b) Global Meltdown (Great Depression – 2008) culminated in shut doen of many traditional banks 
around the world that resulted in quick implementation of Basel III Capital Adequacy Norms 
was strictly implemented in all Banks. As a result of this all the lending norms had been made 
stringent and hence the start-ups were categorised as ‘high risk’ clients as they are not able to 
provide sufficient collateral guarantees. Hence the ‘new generation’ investors’ needs to seek 
alternate sources for funding their soft loans. 

c) It also acted as a means for diversifying the portfolio of investors.

d) These ‘new generation’ platforms provided tough competition to traditional financial institutions 
that provided funds to start-ups and SMEs like banks and other financial institutions. 

e) The platforms, host the campaigns for financial assistances only after making a thorough will 
be provided only after a strict vetting process based on ‘grassroot analysis’. 

3.11 Risks of Crowd Funding Model 

Like a coin, Crowdfunding investment has got both pros and cons. The risk that are expected to be 
faced by the investors are as follows.

a) The source of funding for Start-ups had shifted Venture Capital Funds (VCFs) and Private 
Equity (PE) Investor to Retails Investors (RI). They are not able to gauge the exact risk of these 
investments and at times will be unbearable to bear the loss.

b) Another import risk faced in Start-up investments is that they are usually long term investments 
at high risk rates. Moreover based on these factors , the crowdfunders are not in a better position 
like the VCs to bargain for a higher returns. Moreover, ‘Herd Mentality’ can crop into the system 
as the investors will be copying the investment behaviour of others and acts in an irrational 
manner. Rather than mind, heart takes the pivotal role in making decisions. 

c) Element of default and fraud is very high in this system. If the platform had not adopted due 
diligence through effective collection of ground level information. If the Crowdfunding platform 
is temporarily closes or becomes inactive, then the investors doesn’t have any other alternate 
course to redress their grievances.

d) Investor or Depositor Guarantee Schemes are not included in this system as a result of which 
the investors are expected to face the ultimate risk of ‘loss of wealth’.

e) Risk of failure is very high in this system as investments and contributions are sought based on 
expected profits in the ‘future’ rather than the viability of the project. 

f) When we analyse the ‘profile’ of the investors, it can be observed that they are ‘first generation’ 
who doesn’t have any prior information about the merits and defects of investment nor risk 
taking. Hence the probability of failure is very high among them. 

3. 12 Crowd Funding : An Indian Perspective

As per the definition put forward by Securities and Exchange Board of India (SEBI), ‘Crowdfunding 
is solicitation of funds (small amount) from multiple investors through a web-based platform or 
social networking site for a specific project, business venture or social cause’. 21 

Crowd Funding can be regarded as a late entrant into the financial scene of India. Yet even in its 
infancy it was able to create ripples in the financial scene of India. The popular models that can be 

21 Consultation Paper on Crowdfunding in India published by Securities and Exchange Board of India (SEBI). https://
www.sebi.gov.in/sebi_data/attachdocs/1403005615257.pdf
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observed in India are donation and reward based Crowdfunding. The details of the major players 
in Crowdfunding are as follows. 

3.13 Popular Crowd Funding Platforms

Crowd Funding in India can be regarded as in its infancy and the popular models that are in 
operation are Donation and Reward based models. The popular crowd Funding models in India 
are as follows

• Rang De.org : Began its operation in January 2008 by a non-profit organisation Rang De. Normal 
commissions are to be paid for using the services provided in this platform. 

• Milaap.org : Formed in the year 2010, the founding members shared a common objective – 
personal, transparent and sustainable. A nominal fee of 5% is charged for the fund raised by 
Milaap for using its platform. 

• Micrograam.com : it began its operation in 2009 with the objective of connecting social 
investors with individual borrowers associated with income generating activities related to 
microenterprises and employment training programs etc. The fees charged by the platform 
ranged between 2-5% for fund raising and transaction processing charges. 

•  Ketto.org : Launched on 15 August 2012, it provides a platform for causes that are important 
and which will result in positive changes in society. The partners of this platform include 
Google, CAP India etc. 

• IgniteIntent.com : Ignite Intent formed in April 2012, assist people in showcasing talent and 
ideas to the larger public in expectation of funds. The people who assisted in the projects varied 
from designers, musicians, dancers journalists, researchers, writers etc. The main objective of 
this platform is to ‘transform dreams into reality’. 

•  Wishberry.in : Wishberry.in began operations only in 2012 and is based on funding ‘Out of Box’ 
ideas. The categories that are incorporated into the system are Performing Arts, Events, Design, 
Technology, Publishing, Film etc. 

Foreign based Crowd-funding platforms like Kiva also initiated their operations in India in 
partnership with local partners. 

3.14 Applications of Crowd Funding in India

The popular type of Crowdfunding models in India are as follows. 

Crowdfunding for Personal Use: 

When a person is in need of financial assistance, he will be seeking financial assistance from 
the public through the Crowdfunding platforms. On a careful analysis, it can be observed that 
financial assistance are sought for meeting the needs for celebration, travel, medical emergencies, 
education etc. 

Real Estate Crowdfunding:

Real estate business is one of the booming sectors in India where many first generation investors 
had also started showing keen interest. Under this funds were not only sought for initiating a 
new project but also for funding mortgages secured by real estate. Even debt and equity based 
investments are also channelized through this means. 

Crowdfunding for Start-ups:

One the attractive form of investments in India is the start-ups, as the new generation entrepreneurs 
are interested in breaking the barriers of monotony created by a 9-5 job under the umbrella of a 
Government institution or in a multi-national company. Moreover the Government of India is 
also actively participating in this sector through the provision of ‘tax-holidays’ ‘tax reliefs’ etc. 
Traditional financial institutions like banks and other financial institutions acts cold towards 
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these kinds of ventures as they lack sufficient collateral securities. Hence Crowdfunding is more 
appealing to these new generation entrepreneurs as it less tedious than approaching venture 
capitalists which is the only other available to them. 

Crowdfunding Loans and Other Debts:

Crowdfunding is also helpful to the needy ones who are in need of urgent finances to meet their 
unforeseen contingencies like meeting the expenses for treating ailments. Crowdfunding is also 
sought after by persons who are in need of pursuing their education or is planning to construct 
their home. 

Hence due to its wide and varied uses, Crowdfunding is gaining much public attention in India. 
Both the level of actives and the amount of funds transacted is showing an increasing trend, it 
is prudent to assign an agency to be the ‘watch dog’ of the system so that it can be effectively 
regulated and monitored. 

3.15 Regulatory Practices in Crowdfunding

Though Securities and Exchange Board of India (SEBI) is regarded as the ‘watch dog’ of all kinds 
of policy matters related to investment practices in India, yet one can observe that with respect to 
Crowdfunding models, the scenario is entirely different. Donation and Reward based Crowdfunding 
solicits no financial returns for their initiatives. Hence these funding falls outside the preview of 
SEBI and all these provisions are ruled by the Income Tax Act of India. 

As a result of Global Meltdown, strict norms were implemented by financial institutions all over 
the world. Hence, SMEs and Start-ups need to seek assistance from alternate source of finances 
especially internet based platforms which are both efficient and effective one. In majority of the 
cases funding is sought online on the based on future projects rather than based on the viability 
of the project. 

As per the SEBI norms, all the Crowdfunding platforms should register with the Regulator along 
with achieving compliance requirements before initiating any business activity in India. All 
platform is required to comply with the KYC norms of all registered user also with furnishing of all 
reports of funding exercises undertaken by the platforms. The main intention of SEBI is to adopt a 
Light Regulatory Policy just to ensure the accountability in the process and to reduce the element 
of closure and fraud. SEBI also intends to segregate Crowd funding is segregating based on the 
scale of activity and purpose as some of the platforms intends to undertake not-for-profit exercises 
like charity while others are expected to be regulated by the market regulator.

In 2016, the Reserve Bank of India put forward a framework for regulating P2P lending and 
following the footsteps, the market regulator in the year 2017 sent notices to various P2P platforms 
like Linkedin for illegal raising of funds. Experts are apprehensive about the over regulation of P2P 
lending as it will dampen the spirits of small time and first generation investors SEBI should play 
an effective role in regulating and minimising fraud that is expected from such a system and not 
as the controller of investment. 
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CHAPTER IV

Crowdfunding -An Alternate  
Means of Capital Formation

The study aims to analyse the factors that influence the participation in Crowdfunding as 
an alternate means of funding and the prospects and expectations of funder when the 
indulge in funding activities. Data was collected from 155 respondents who have directly 

or indirectly involved in Crowdfunding activities. Various statistical tests were undertaken to test 
the reliability of the of the data. 

Research studies (Krithika, & Venkatachalam, 2014)22 opined that rather the normal pressures 
imposed by family and friends certain other factors like social pressures also influence the 
decision regarding investments strategies of an individual. For taking a proper analysis of the 
factors that influence the decision pattern of individuals, one need to consider not only what 
other people think about him but also the levels of motivation which prompts for its compliance 
(Ajzen, & Fishbein, 1972)23. Fear of loosing the regards bestowed by the society also encourages 
one into making socially relevant investments. For such type of socially relevant investments the 
reward accrued to him is appreciation and even an elevation in the hierarchy in the social group. 
(Etcheverry, & Agnew, 200424; Kashif, et al., 201825).

Likert Scale with an index of 5-point was randomly administers for collecting information from the 
155 respondents who had associated with this study. The scale can be depicted as follows:

22  Krithika, J., & Venkatachalam, B. (2014). A study on impact of subjective norms on entrepreneurial intention 
among the business students in Bangalore. IOSR Journal of Business and Management, 16(5), 48-50. https://doi.
org/10.9790/487X-16534850

23  jzen, I., & Fishbein, M. (1972). Attitudes and normative beliefs as factors influencing behavioral intentions.Journal of 
Personality and social Psychology, 21(1), 1. https://doi.org/10.1037/h0031930

24  Fishbein, M., & Ajzen, I. (1975). Belief, attitude, and behavior: An introduction to theory and research. Reading, Mass.: 
Addison Wessley.

25  Kashif, M., Zarkada, A., & Ramayah, T. (2018). The impact of attitude, subjective norms, and perceived behavioural 
control on managers’ intentions to behave ethically. Total Quality Management & Business Excellence, 29(5-6), 481-501. 
https://doi.org/10.1080/14783363.2016.1209970
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Table 4.1 

Likert Scale of Coding

As information technology is used for administering the questionnaire and the Crowdfunding 
model depends its existence in Crowdfunding, it can be observed that majority of the respondents 
belong to the age group of 23-40. Hence it can be opined that the ‘new age’ financial model that 
breaths life for the new generation entrepreneurs is still depended on first generation entrepreneurs 
and was not able to make a breakthrough with the other experienced generation who are the active 
players in the financial market. 

Excessive dominance of information technology also provides us with a clear insight into the 
locale of the respondent, family structure and level of education. In india the penetration level 
of information technology is very high in city areas than rural, hence the respondents is also a 
representative of city dwellers. Out of this 65% of the population is born and brought up in city 
while the rest if the first generation residents in the city. The study also observed that these first 
generation citizens in cities are very eager to get accepted by the locale where they reside. Hence 
they are into anything that is ‘new’ and ‘vibrant’. This attitude is also replicated in the dressing 
styles and fashion trends that they adopts. 

Effective or continuous use of information technology is also a sign of the level of education of 
the respondents. Nearly 85% of the respondents are educated while the others had received an 
education to the level of matriculation. Hence the style of family adopted is not a joint family but 
a nuclear one in nature.

Descriptive Analysis of Generation and Groups: Descriptive analysis undertaken conveys the 
following regarding Age Groups, Marital Status, Gender, Educational Qualifications, Friends Circle 
etc. The table given below shows the details.

Table 4.2 
Descriptive  Analysis of the Demographic Characteristics of the Sample

Variables Categories Frequency Percentage

Age

Below 21 3 1.8

21-30 65 41.9

31-40 77 49.6

41-50 10 6.6

Above 50 0 0

Marital Status
Single 98 63.2

Married 57 36.8

Gender
Male 125 80.6

Female 30 19.4

Educational Qualification

Diploma 5 3.2

Undergraduate 76 49.0

Graduate 71 45.8

Doctoral Degree 3 1.9
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Family Structure

Nuclear Family 73 47.1

Joint Family 58 37.4

Bachelor Life 24 15.5

Details of Friend Circle

less than 2 23 14.8

2 - 3 53 34.2

3 - 4 46 29.7

4 - 5 28 18.1

above 5 5 3.2

Source: Computed

From a careful perusal of the descriptive statistics, it can be observed that the ‘Young’ group is the 
most dominant form of investor which starts from the age of 21 to 40. Though initially it began as 
a hobby or as an obligation to the society or the ‘peer groups’ later what the study witnessed is that 
their exhibit a shift towards pecuniary motives as well. Though financial investments are ‘Gender 
Neutral’ yet one can see that the men are exhibiting more of the social obligation or investments 
tendency than the females. Bachelors are exhibiting their inclination towards the ‘new age’ 
platforms as they can be regarded as ‘netizen’ as they are habitual users who always depends on 
the internet for communication, knowledge gathering and updation etc. 

Descriptive Analysis towards Crowdfunding Process: Descriptive analysis of means and standard 
deviation will clearly convey that bias towards or against the adaptation of Crowdfunding. The 
mean value calculated in 3.97 while the standard deviation derived from the descriptive statistics 
is 0.64. These values convey that the ‘new generation’ or the ‘first generation investors’ has shown 
a slight inclination towards Crowdfunding platform. Even those who are casual ‘net surfers’ also 
got interested in these concepts and even contributed to these platforms just by curiosity or even 
as an obligation to the society and the budding next generation. 

Table 4.3 
Descriptive Analysis of the Influencing Factors for Crowdfunding

 N Minimum Maximum Mean Standard 
Deviation

Family Influence 155 2.99 5.00 3.81 0.513

Friends Influence 155 2.56 5.00 3.62 0.818

Reference Group Influence 155 2.89 5.00 3.52 0.577

Accidental/Netsurfing 155 2.15 5.00 4.00 0.733

Source: computed

Descriptive Analysis of Dominant Platform: Researchers (Wilson & Testoni, 2014) has opined that 
Reward-based crowdfunding can be regarded as the dominant platform, as reward or an incentive 
will be attract more investors into this stream. Wishberry that stresses on incentive or reward 
based model is selected for this study. The data set from Wishberry comes from all projects since 
its launch in 2012. There are 446 projects from this date until the end of 2017; cancelled projects 
and not-launched projects were eliminated.

Qualitative Comparative Analysis (QCA): Qualitative Comparative Analysis (QCA) is now getting 
more interest among researchers as a tool for defining combinations of causal relationship. fsQCA 
is used in the analysis as it can be regarded as the best tool for identification of different traits that 
results in the success of the projects in achieving desired results. The factors the contributed to 
success of Wishberry are as follows. 
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• Webpresence: The important trait that distinguishes Wishberry from other leading platforms in 
India is that it encourages campaigners to post their claim in the website also with supportive 
audio-visual aids to enhance the reach of the campaigner.

• Linkage with Social networking websites: gauging the potential of social networking websites 
in crowdfunding campaigns, Wishberry assist the campaigners to link their campaign with the 
leading social networking website – Facebook. 

• Backers and Supporters: Wishberry not only highlights the number of visitors to the website, 
but also highlights the count of the campaigners for each listed Project. This will act as stimuli 
for further funding from the public.

• Updates and Blog entries: Wishberry also encourages campaigners to post and share the 
updates with their respective clients. This will enhance the creditability of the project and also 
increases the scope for further investments. They web hoster also had given sufficient provision 
for communication between the campaigner with his clients through blog which normally will 
track the updates of the project. 

• Rewards/incentives: The website also highlights the rewards and incentives that will be accrued 
to the funder in the due course or on the completion of the project. 

• Space for Comments: Sufficient space is provided by the platform for hosting comments 
regarding the project/campaign. The best part of the website is that the web administrator and 
the support staff also post their comments on the website which will also enhance the prospects 
of the project. 

Table 4.4 
Qualitative Comparative Analysis of Causal Configurations

Conditions
Outcome= achieved funding in %

Path 1 Path 2 Path 3

Web presence

 Amount of supports or backers

Updates and blog entries

Rewards/incentives

Comments

Raw coverage .46 .38 .32

Unique coverage .18 .06 .05

Consistency .89 .92 .91

Solution coverage .60

Solution consistency .86

Source: Computed from secondary data

In the table given above, two types of circles are presented – Black Circles and White Circles. Casual 
conditions are depicted by Black circles, while the white circle indicates the negation or presence 
of casual conditions. The blank cells in the table given convey ‘don’t care’ conditions. From the 
descriptive analysis undertaken for this study, one can observe that the casual configurations are 
very high which conveys its significance. The casual path also conveys that each path has made 
an unique contribution for the success of crowdfunding platforms. Solution coverage (.86) along 
with consistency components conveys the overall success of the campaigns. 

Coverage, like strength, measures the extent to which the configuration accounts for the outcome. 
These three solutions constitute a high consistency (.86) and explain over 60% of the outcomes.
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From the above table, it can be observed that more backers convey that there are more followers 
which normally will end in success i.e., more cash flows will be accrued to the campaigners. Along 
with the backers, the campaigner’s comments will also result in the creation of a positive vibe that 
finally results in influencing the campaign. The comments also have another side as it provides 
an update status of the project or campaign in consideration. Finally path 1 with highest level of 
unique coverage conveys the significance. 

In path 2 and path 3, it can be observed that when the comments are not given serious consideration, 
updates and blog entries will take precedence. The campaigners need to maintain interest in the 
project through periodic updating of blog and comment corners. Along with this, social media 
websites like Face book provides a clear insight into the activities undertaken by the campaigner. 
On a careful perusal of Path 2 and Path 3, one can observe that both involve a substitution pattern 
like substituting web presence for rewards/incentives. 

The research conveys that Crowdfunding is an alternate source of financing for the ‘new generation 
entrepreneurs who are kept outside the preview of the traditional banks. With the implementation 
of Basel III norms further regulated the financing of sectors that doesn’t have the clear backing 
of collateral security. Hence there is an urgent need of development of an alternate source which 
will assist in the making the ‘dreams’ of the new generation entrepreneurs a reality. Moreover, 
the platforms are flocked by ‘new generation’ investors who got only minimal knowledge of the 
regulatory mechanism prevailing in the financial sector. 
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CHAPTER V

Summary and Conclusion

Crowd Funding is an emerging form of funding among small business undertaking and 
entrepreneurs is to shift to the public or the crowd to raise funds. This describes a large 
number of investors’ contributions to finances to projects, products, or business ideas 

has emerged as an alternative possibility for individuals to receive funding in different ways. 
Crowd Funding is a means by which an entrepreneur or business raises financing by way of small 
contributions from a large number of individuals using mass communication through online 
platform. It is usually used to raise funds for films, art, business ventures or social causes.  The 
various types of Crowd Funding, namely: reward, donation, peer-to-peer, and equity-based. The 
rapid growth of crowd funding globally has led to see the crowd as a potential solution for non-
availability of funds.

The study analysed various online alternative financing strategies ranging from reward-based 
crowd funding to peer-to-peer business lending. The study provided an insight regarding various 
components of the industry with respect to sources of financial support, provides an insight into the 
market insights regarding alternate finances. The study also divulged about the levels of alternative 
payment system adoption and the impact on the future growth trajectory of alternate finance in 
those markets. The study undertakes a fundamental exploratory research on the increasing demand 
of Crowd Funding from different point of views. The findings of the study are as follows:

Excessive dominance of information technology provides a clear insight into the locale of the 
respondent, family structure and level of education. In india the penetration level of information 
technology is very high in city areas than rural, hence the respondents is also a representative of 
city dwellers. The study observed that these first generation citizens in cities are very eager to get 
accepted by the locale where they reside. Hence they are into anything that is ‘new’ and ‘vibrant’. 
This attitude is also replicated in the dressing styles and fashion trends that they adopts. 

Effective or continuous use of information technology is also a sign of the level of education of 
the respondents. Nearly 85% of the respondents are educated while the others had received an 
education to the level of matriculation. Hence the style of family adopted is nuclear in nature.
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It is observed that the ‘Young’ group is the most dominant form of investor which starts from the 
age of 21 to 40. Though financial investments are ‘Gender Neutral’ it is observed that the men are 
exhibiting more of the social obligation or investments tendency than the females. Bachelors are 
exhibiting their inclination towards the ‘new age’ platforms as they can be regarded as ‘netizen’ 
as they are habitual users who always depends on the internet for communication, knowledge 
gathering and updation etc. 

The mean value calculated in 3.97 and the standard deviation derived from the descriptive statistics 
is 0.64. These values convey that the ‘new generation’ or the ‘first generation investors’ has shown 
a slight liking towards Crowdfunding. 

It was observed that more backers convey that there are more followers which normally will end 
in success i.e., more cash flows will be accrued to the campaigners. Along with the backers, the 
campaigner’s comments will also result in the creation of a positive vibe that finally results in 
influencing the campaign. The comments also have another side as it provides an update status 
of the project or campaign in consideration. Finally path 1 with highest level of unique coverage 
conveys the significance. 

In path 2 and path 3, it can be observed that when the comments are not given serious consideration, 
updates and blog entries will take precedence. The campaigners need to maintain interest in the 
project through periodic updating of blog and comment corners. Along with this, social media 
websites like Face book provides a clear insight into the activities undertaken by the campaigner. 
On a careful perusal of Path 2 and Path 3, one can observe that both involve a substitution pattern 
like substituting web presence for rewards/incentives. 

The research conveys that Crowd funding is an alternate source of financing for the ‘new generation 
entrepreneurs who are kept outside the preview of the traditional banks. With the implementation 
of Basel III norms further regulated the financing of sectors that doesn’t have the clear backing 
of collateral security. Hence there is an urgent need of development of an alternate source which 
will assist in the making the ‘dreams’ of the new generation entrepreneurs a reality. Moreover, 
the platforms are flocked by ‘new generation’ investors who got only minimal knowledge of the 
regulatory mechanism prevailing in the financial sector. 

Suggestions

Regulatory authority should intervene and take a pro-active role without hampering the interest of 
needs of new generation investors possessing only minimal knowledge about financial investments. 
Awareness campaigns should be undertaken by regulatory authority to identify the real ones from 
the investors. Some investments made in these platforms are with a charity purpose and hence 
taxing should be avoided which will encourage the alternate means of financing into a reality.
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