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Abstract. Estimation of social network’s willingness to help is a key factor in decision making, when setting
up a crowdfunding (CF) campaign. This study seeks to identify the effect of past experience on social
engagement attitude, such as commitment to participate in crowdfunding activities. We explore impact of
differences in investor’s utilities from participating in crowdfunding, related to investor’s beliefs, behavioral
patterns and background such as entrepreneurial experience and motivation to attempt (assumed or
factual), attitude to gambling, career preferences and some other. In addition to self-reported survey data
(N=120), we analyze the magnitude of the most commonly used project performance metrics in campaign’s
success: project’s goal, project’s subject, geographical location, duration of a campaign, number of backers
and amount funded (N =1000). Data is obtained from KickStarter.com server. Our findings suggest that
participation grows from previous interactions with crowdfunding, other experience is insignificant.
Common performance metrics have impact on campaign’s success, though our findings propose two of them
insignificant, namely duration and location. Given previous findings state duration as important determinant
of success and lack of data on estimating willingness to help, findings carry implications on estimating
success determinants of CF projects.

AHHoTaums. MNpu nnaHMpoBaHuKn KpayadbaHAUMHIOBOM KaMNaHWKM OLHUM M3 KOYeBbIX GaKTOPOB SBASETCS

TaK Ha3blBaeMas OLEeHKa CTapTanepoM «20mosHocmu npudmu Ha nomouie» (,willingness to help”) Tex nonen,
KOTOpbIe SIBNSIOTCS €ro «0py3b9Mu» B COLMANBHBIX CETSX, MHAYe FOBOPS ero «couunanbHas ceTb» (,social network™).
Llenbto faHHOIO MCCNen0BaHUS BNSETCS BbISIBIEHWE, BAUSET X NPOLLUbIA OMbIT MU BOBNEYEHHOCTb B COLMANbHbIE
CeTM Ha JanbHelllee yyacTue npeanonaraemMoro MHBeCTopa/ocHoBaTens KaMnaHuv B kpayadaHauHre. Mccnenys
pasnunyHble NoBefeHYecKne NaTTepHbl MHBECTOpa/cTapTanepa NocpeacTBOM ONpoca (OTHOLWEHME K a3apTHbIM
Urpam, KapbepHble NpeLnoYTEHUS, MOTMBALLMS Y4aCTBOBATb B KpayAdaHAMHIe), Mbl AeNlaeM BbIBOA, O TOM, KKyt
pOJib UrPaIOT BbllENEPEUYNCIEHHbIE HAKTOPbI MPU BbIGOpE YenoBeKa, y4acTBOBATh MM HET B KpayApaHAUHIOBOW
KamnaHuu. B pononHeHue k fnaHHbiM oT onpoca (N =120) Mbl aHanu3npyem Haubonee 4acto UCNOAb3yeMbIE
nokasatenu 3PeKTMBHOCTU NPOEKTa: Lenn NpoeKkTa, TeMa NpoekTa, pakTnuyeckoe reorpaduyeckoe
MeCTOMNONOXEHHWE, NPOLOKUTENBHOCTb KAMMAHWUM, KOJIMYECTBO CTOPOHHUKOB M 06bEMA NPUBNEYEHHbIX CPELCTB
(N=1000). LaHHble 6biam nonyyeHbl ¢ cepeepa KickStarter.com.

Halm pe3ynbratbl MOKa3bIBAOT, YTO NOTEHLMANbHOE Y4aCTUE YeloBEKa B KAYeCcTBe MHBECTOPa/0OCHOBaTeNs
KaMnaHWW CKNaAbIBAETCS U3 HaNM4YMs NpeabiayLLero onbiTa B KpayadaHanHre, apyrue GakTopbl He Tak BaXKHbl.
O6wue nokazatenu spHeKTUBHOCTU UMEKOT BAMSIHME HA YCNeX KAMNaHUW, XOTS Haluu pe3ynbTaThl NpeasaraoT
HEe3HaUYUTENIbHYH COCTaBASAOLWYH ABYX U3 HUX, @ UMEHHO NPOAOIXKUTENbHOCTb KAMNAHUU U reorpaduyeckoe
MecTopacnonoxeHue. YunTbiBasi To, YTO B NpeablAyLLMX UCCNef0BaHUIX NPOAOIKUTENbBHOCTb KAMNAHMM
pacLeHMBaEeTCs KaK BaXKHbli (GaKTop, onpeaensowmii ycnex, a Takxke OTCYTCTBME AAHHbIX MO OLEHKe
«20MosHOCMU npulimu Ha NOMOWb», Pe3ynbTaTbl UCCNELO0BAHUSA BHOCST BKIA4 B CYLLECTBYIOLEE MOHUMAHWE
COCTaBNSAOWMX ycnexa KpayadaHLMHIOBbIX MPOEKTOB.

Key words: Crowdfunding, social circle, start-up, fundraising, entrepreneurship.

INTRODUCTION and firms: crowdfunding. In crowdfunding people

pool their money together, in order to invest in and
In the last few years a new form of investment has support efforts initiated by other people or organiza-
attracted interest of increasing number of initiatives tions. It is the system to finance a project or a firm by

* Onpenensioniye GakToOphl ycrexa KpayadaHIMHTOBbIX ITPOEKTOB.
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Figure 1.

Source: International Journal of Financial Research.

a group of people instead of professional parties like
banks or venture capitalists, allowing individuals to
fund entrepreneurs directly even with small amounts.
There are about 500 crowdfunding platforms differ-
ing in type of fundraising, among them charity, pre-
order, equity and lending.

This article studies factors influencing the success
of crowdfunding campaigns. We attempt to explore
differences in investor’s utilities from participating in
crowdfunding, related to investor’s beliefs, behavio-
ral patterns and background. Study provides insights
for proper estimation willingness to support entre-
preneur’s 1-tier social circles, which evidentially play
key role in boosting project’s economic capital.

Assuming that propensity to engage in social
ventures is driven by past experience, we interviewed
people on different issues, such as: entrepreneurial
experience, career preferences, attitude to traditional
sources of finance, gambling experience, motivation
to support or create new ventures, etc.

Further, we provide updates on the effect of the
most acknowledgeable campaign performance metrics
on project’s success. A project is considered success-
ful if the declared threshold (i. e. goal) was met by or
before the deadline, whereas failed in opposite. Such
parameters as project’s goal, project’s subject and lo-
cation, duration of a campaign, number of backers and
amount raised, stated to influence success, according
to the majority of studies. Our findings propose two of
them insignificant, namely duration and location.
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LITERATURE REVIEW

Crowdfunding seems an ideal match for entrepre-
neurs seeking for ‘societal’ value more than for eco-
nomic gain. While the entrepreneurs act as catalysts,
members of the crowd take over various roles at the
same time, from co-founders to funders as well as to
customers and co-workers. To enable this collabora-
tive opportunity development, the entrepreneurs (1)
need to improve their Culture Capital (CC) in the form
of a careful comportment of the languages and val-
ues; (2) be prepared to actively work on building Sym-
bolic Capital (SYMC), for example by emphasizing the
societal benefit (legitimacy) of their ideas and by pro-
viding respectful interaction with the crowd. When
this happens, Social Capital (SC) is actually trans-
formed into Economic Capital (EC) — small monetary
contributions of all kinds can sum up to build enough
resources to boldly address social needs (Lehner M.,
2014).

OPPORTUNITY

There are three main issues to develop “Opportuni-
ty”: 1) Understand — estimate network support size
and their willingness to participate; choose appropri-
ate platform; 2) Activate — ask network influencers,
ask people likely to support; 3) Expand — connect
through structural holes, build reputation.

Many crowdfunding project creators have trouble
estimating their network size and who is willing to
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give, which is leading them to choose overly ambi-
tious funding goals or spam connections. Entrepre-
neur should clearly understand general motivations
that will drive people to back his future project,
choosing platform type accordingly. Donation and
reward-based platforms (charity and pre-order) typi-
cally are used when the founder aims to get initial
capital using emotionally attached fan crowd. Such
fans are driven by empathy towards the project. Equi-
ty or lending crowdfunding are likely to attract crowd,
driven by project’s future financial profits.

Declaring a “non-for-profit” status of a project
may positively affect the success chances of entre-
preneurs to reach their capital targets (Belleflamme,
Lambert, Schwienbacher, 2013). Pitcher (2014) pro-
vides evidence that non-profit projects are signifi-
cantly more likely to reach their minimum fund-
ing goals. At the same time, however, they have
fewer funding givers and obtain lower total funding
amounts.

Having appropriate non-financial motivation,
heading the project is essential for charity. Building
campaign on some basic value, generally accepted by
society, may sound like a good strategy. There is evi-
dence from Jian and Shin (2015), showing that belief
in freedom of content, altruism, and contributing to
communities emerged as the strongest self-reported
motivations (highly valued by donors themselves).
But, in contrast, fun, family and friends (FF) motiva-
tions were the only positive predictors for actual do-
nation levels. Fun appears to be a clear predictor of

donation levels, when FF drives only the number of
donations, but not the amount. FF is also a less im-
portant motivator for returning donors than it is for
the first-timers.

Also, people tend to back activities linked with
their personal day-to-day problems, such as health-
related causes. There are studies, showing that non-
profits, reflecting immediate needs or benefits are
more likely to succeed (Saxton G., Wang, L.)

When thinking to start a charity project, entrepre-
neur should account the future price of giving for his
campaign (the amount a donor needs to give in order
to provide one dollar of the charity’s output). While
most (but not all) of the authors across the different
strands of the literature agree that the price of giving
affects charitable giving, the estimated magnitudes
vary widely, and many approaches struggle to clean-
ly identify these effects. For example, a charity that
spends a large share of its revenue on fundraising will
have a relatively high price of giving — potentially re-
ducing donations — yet those same fundraising ex-
penditures may attract more and larger donations.
Price of giving tends to fall into three broad groups:
the role of administrative and fundraising costs; the
role of tax preferences; and the role of direct subsi-
dies to giving. Meer (2013) states that price of giving
affects the likelihood of achieving the funding goal,
but not whether the project receives any donors.
Thus, a ten percent increase in the price of giving re-
duces the likelihood of funding by about 3.6 percent-
age points. Effect of the price of giving is expanding
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in competitive environment, as donors obtain possi-
bility to compare projects and shift their giving to-
wards more efficient ones.

SOCIAL CAPITAL (SC)

A lot of authors (Mollick, Dresner, Meece) provide ev-
idence that successful campaigns typically start with
raising 30% of funds from well-known individuals
(friends and family). Colombo, Franzoni, Rossi-La-
mastra and Lehner, suggest that in addition to relying
on social contacts established outside a crowdfund-
ing platform (e. g., family and friends, Facebook or
LinkedIn contacts), a project proponent may develop
an additional stock of social capital within that plat-
form by establishing relationships with other propo-
nents and backers. We call this type of social capital
internal and hold it separate from the external social
capital composed of family and friends.

Internal SC appears, due to social reciprocity — so-
cial contacts within communities may induce com-
munity members to finance entrepreneurial initia-
tives in compliance with social obligations, that is,
norms of (specific and generalized) reciprocity.

The results indicate that a one-standard deviation
increase in Internal Social Capital is associated with a
predicted increase of 5.1 early backers (from 13.8 to
18.9), which equals a 37.1% increase from the initial
value.

Number of backers is crucial for project’s success.
According to Lichtig (2015), only 24% of projects that
fail have more than 25 backers. Conversely, only 17%
of successful projects had less than 25 backers. Thus
successfully funded projects tend to have many back-
ers and vice versa.

CULTURE CAPITAL(CC)

Some authors suggest that geography strongly influ-
ences the perception of Culture Capital (CC) by po-
tential backers. Having a local community of artists
and creative individuals seems to increase the qual-
ity of projects produced by nearby founders. (Mollick,
2014). But, Agrawal, Catalini and Goldfarb suggest
that investment patterns over time are not strongly
related to the geographic distance between artist and
funder after controlling for the artist’s offline social
network. Different responses relate to the likelihood
that friends and family (tier 1 circle, who are dispro-
portionately local) identify a given artist as a worthy
recipient of funds. Controlling for preexisting offline
social networks, we see little difference between lo-
cal and distant investment patterns. Nevertheless,
cultural differences play important role in project’s
success. Individuals are more likely to support chari-
ties and borrowers in need when they can empathize.
It seems that cultural similarity may allow for such
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empathy. Cultural difference can also rein up desire
to back the project. Burtch, Ghose and Wattal are
giving evidence in their study of pro-social lending:
an increase of one standard deviation in the cultural
differences between lender and borrower countries is
associated with 30 fewer lending actions, while an in-
crease of one standard deviation in physical distance
is associated with 0.23 fewer lending actions.

SYMBOLIC CAPITAL (SYMCQ)

Even a growing social capital and appropriate mag-
nitude of culture capital (leading to only mutual
understanding) cannot guarantee a successful fund-
ing. For that to happen, strong SYMC is necessary,
which acts as a catalyst in the transformation of SC
into EC. There are many types of activities, helping
to build SYMC. Designing video clips, describing en-
trepreneur’s goal is important. Mollick (2014) shows
that having no videos would result in a 15% chance
of success, and videos make the chance of success
37%. He also states that increasing goal size as well
as duration decreases the chances of success, pos-
sibly because longer durations are a sign of lack of
confidence. Lichtig (2015) provides evidence that the
number of projects a creator has previously launched
is highly associated with the number of backers a pro-
ject will get. Green (2014) designates that choosing
perks (rewards) is substantial for donors, since most
of successful campaigns offer four or five perks at in-
creasingly higher suggested giving levels. The project
owner needs to make sure the affordable perks don’t
run out too fast, or he risks losing potential backers
who can’t afford steeper offerings. But, entrepreneur
should keep in mind a problem of non-appropriate
reward in crowdfunding, which is linked with first-
timers syndrome. Lawton and Marom (2010) provide
us with example of some intrinsic reward, when back-
er contributes a small amount of money, but, thanks
to his huge network, such a backer gives the project
a big crowd of potential investors (through sharing
the project he liked with his friends). In fact, that
particular investor with no money and big amount
of friends made all the work (he catalyzed the ma-
jor part of funding), but received nothing (or almost
nothing) for his efforts. Such a problem can catalyze
“first timer’s syndrome” — the backer might never
come back. That’s reason enough to prognosticate
that in the future, most successful crowdfunding sites
will offer mechanisms to map non-monetary inputs
into rewards and not choose a typical strategy, with
increasingly larger sizes of investments parlayed into
more premium rewards.

Launching the campaign by simultaneously go-
ing live on the crowdfunding platform site, announc-
ing the campaign on the organization’s social media
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pages and website, distributing a news release to the
entire media list and sending a personalized e-mail to
everyone in the organization’s distribution list can be
essential for building trust (Green, 2014).

Our research makes the following contributions:
(1) Due to all previous findings are based on assump-
tion that crowdfunders enjoy the same increase in
utility, irrespective of their taste parameter, i.e. each
project has an underlying propensity, that propensity
varies across projects and among cultural groups in
general, but not among individuals. Therefore, we in-
vestigate unexplored impact of character reference on
utility, which person expects to obtain when contrib-
uting to social venture. This impact reflects estima-
tion of social network willingness to help and response
to translated SYMC, resulting in change of economic
capital obtained; (2) Our KickStarter. com data analy-
sis suggests no effect of campaign duration on pro-
ject’s success, which was stated in previous findings
as influential parameter.

DATA AND METHODOLOGY

KICKSTARTER.COM

Our sample comprises data on more than a thousand
projects, loaded from kickstarter. com server, namely,
goal, amount pledged, number of backers, project’s
subject, duration and location.

Our dependent variable, Project’s status, captures
whether project was successful or not. We include
four independent variables, serving a base for our
model: project category, i.e. its subject; goal, namely
declared amount of funding; amount pledged and
number of backers, who supported the project. Other
variables, such as project’s duration (which is also de-
clared by venturer) and location of startup were found
insignificant.

OLS regression of the following form was used:

Ps=a+f Pi+BG+p,Bc+pP+e
where, Ps stands for the status of the project (was it

successful, failed or canceled); Pi reference the pro-
ject category (Art, food, etc); G is amount of money,

declared by project’s creator (goal); Bc is number of
people (backers), supported the project; P stands for
total amount of money (amount pledged), resulting
the campaign.

All the coefficients are shown to be significant; R-
Squared the coefficient of determination representing
how close the regression is to its fitted line, is equal
to 0.02. Such a low value suggests existence of other
parameters influencing funding results. Our findings
are in line with previous studies; however, we indicate
insignificants of project’s duration and location to its
success.

SURVEY

The survey was being conducted via three social net-
works: Facebook, LinkedIn and Vkontakte. As the re-
sult 105 participants took the survey, among them 65
men (61.9%) and 40 women (38.1%) aged from 17 to 60
and older. (Figure 3). The majority of respondents are
from 20 to 39 years old which is defined by the choice
of the social networks and also by the peculiarity of the
crowdfunding as the “new-born” way of investing not
spread among people with traditional way of think-
ing. Interesting that geographical range varies; and
answerers who took the survey came from different
countries from all over the world: Belarus, Argentina,
Australia, Belgium, France, Hungary, Canada, Egypt,
Georgia, Germany, India, Israel, Russia, Serbia, Slova-
kia, South Africa, Syria, the UK, Ukraine and the US.
When asked about whether respondent consid-
ers participating in some project using any type of
crowdfunding, such as donation, pre-ordering, eq-
uity or loan-based crowdfunding 94 (89.5%) answer-
ers said “yes” and only 11 (10.5%) replied negatively.
The most accurate question: “Have you ever partici-
pated in crowdfunding campaign?” was designed to
ask straight and beforehand about whether person
participated or not in crowdfunding as backer/crea-
tor or he would like to take part in it in future. Sur-
prisingly, but most of the respondents (40%) have
already supported the project, only 4 (3.8%) were
project owners, 33 respondents (31.4%) didn’t deal
with crowdfunding, and 26 answerers (24.8%) never
participated but “would like to”. (Figure 2). All of the

Table 1.
Estimate Std. Error t-value Pr (>[t])
(Intercept) 3.430e+00 4.054e-03 846.136 <2e-16 ™
Pi —1.165e-07 7.988e-09 -14.582 < 2e-16 "
G —1.708e-07 1.151e-08 -14.836 <2e-16 ™
Bc 8.419e-05 6.658e-06 12.645 < 2e-16 ***
P 5.660e-07 8.057e-08 7.026 2.15e-12 ™
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Are you male or female?
Male 65 ©1.9%
Female 40 38.1%
What is your age?
17 eryounger 1 1%
18-20 9 3.6%
2129 49 467%
i 3039 35 333%
‘ 40-49 B 57%
5059 4 3.8%

G0 or older 1 1%

Figure 3.

respondents are familiar with most popular crowd-
funding platforms such as Kickstarter, Indiegogo and
Rockethub, also the answerers added their national
platforms in the field “other” to underline the popu-
larity of crowdfunding as investment in their coun-
try. The respondents were asked to assess from 1 to
5 (1 — “not important”, 5 — “very important”) their
motives to participate in crowdfunding as backers: a
majority 52.9% reported that empathy and sympathy
toward the project is “very important”. In addition the
answerers (44.1%) reported that it is “not important”
to take part in order to strengthen social status; the
pursuit to benefit from the project (financial profit) is
assessed as “3 medium priority” by 33.3% of people.
34.6% of respondents reported that they would likely
back their friend’s project.

Also, the respondents were asked to assess from 1
to 5 (1 — “not important”, 5 — “very important”) their
motives to participate in crowdfunding as project
creators: 50.5% of the answerers reported that it is
“very important” to be motivated financially before
starting the campaign, 29.4% replied that it is “very
important” to introduce people with your product and
expand the awareness of the brand. 33.3% of the re-
spondents are eager to gain approval and potential
clients. 30.4% of the participants reported that it is
“not important” to learn fundraising skills through
the campaign.

Further, we asked questions to learn respondents’
opinions on the banking system and also respond-
ents’ attitude to gambling, shopping in discount price
time. Half of the answerers replied that they had a
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bank loan and only 15% of this half reported that they
had an overdue payment. We didn’t ask the aim of the
bank loan, but the research shows that the ones, who
took the credit, would possibly use the same way of
investment in order to start their own business. 78%
of the respondents had any type of insurance and
94% of them would use it in future. 65% of applicants
replied that they prefer to shop in discount price
time, whether 29% don’t care when to shop which
shows the applicants’ wish to get the product with
cut price. It is a very important impact on the crowd-
funding system: the backers for their donation get the
product with discount or pre-order bonus.

Three questions were dedicated to the trials of in-
venting own business. 36.8% of the applicants report-
ed that they created their own business, 17.9% didn’t
deal with it and 45.3% answered that they would like
to invent their own project. The majority of the busi-
ness creators found it unsuccessful (24 out of 39 re-
spondents) and most of them used their own savings
to start a business. Only 8 people used investors as a
start capital. Therefore, we can conclude that answer-
ers are more reliable using their own money rather
than taking a loan. Most of the respondents are more
eager to work for the profit-making company or their
own for-profit business than for other kind of career.
(Figure 4).

Finally, we asked a question “Which sum are you
ready to donate to the project you like?” The majority
of the respondents (53.9%) said that they were ready
to donate 10-100 USD, 19 and 18% — 1-10 USD and
100-1000 USD accordingly. Only 4 people can invest
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Would you consider participating in some project using any type of crowdfunding, such as donation, pre-ordering, equity or loan-based crowdfunding?

yes 94 895%
no 11 105%

Have you ever participated in crowdfunding campaigns?

40% h

/

Yes, | was the campaign creator 4
No, but | would like to 26

No 33 314%

Yes, | supperted the project 42 40%

38%
24.8%

Figure 4.

serious sum of money starting with 1000 USD. And 6
respondents are not ready to invest any money in any
crowdfunding projects.

Our dependent variable captures individual’s will-
ingness to participate in crowdfunding activities. We
result including two independent variables, servicing
a base for our model: past experience in crowdfunding
and self-reported appropriate amount of donation.
Besides, we explored influence of such characteristics
as entrepreneurial experience; career preferences; at-
titude to traditional sources of finance and shopping
discounts; gambling experience; motivation to sup-
port or create new ventures. None of these variables
showed severe effect on willingness to participate and
were excluded from model.

OLS regression of the following form is used:

We=a+p, Hetp Srte

where, Wc references to the question “Would you con-
sider participating in crowdfunding campaign?”; He
indicates answers on “Have you ever participated in
crowdfunding campaigns?”; Sr stands for question
“Which sum do you consider appropriate, when in-
vesting in crowdfunding activities?”

All the coefficients shown are significant; moreo-
ver the R-Squared is equal to 0.24, which is a good
value, when dealing with data related to social prob-
lems. Past experience in CF gives a positive effect
on future participation. Also, increase in considered
appropriate amount reflects to person’s higher trust-

worthiness in CF, which explains his willingness to
participate.

DISCUSSION AND CONCLUSIONS

Crowdfunding experienced exponential growth over
the last years and can be regarded as an alternative
to traditional financiers like banks, private equity
funds, venture capital firms or angel investors. Early
research provides sufficient amount of recipes, of how
to run a successful CF campaign. The most important
thing is to transmit a right quality signal to potential
investor and to have motivated social network, will-
ing to share signal further.

Our study improves on traditional explanatory
models while revealing important insights into the de-
terminants of successful crowdfunding campaign. As
stated in previous findings, opportunity recognition is
one of the key factors in crowdfunding campaign suc-
cess. It consists of network support size and their will-
ingness to participate. We assumed that willingness to
participate in social ventures is driven by past expe-
rience and conducted the survey, interviewing people
on different issues. We found no influence of respond-
ent’s age, gender, entrepreneurial background, career
preferences, attitude to traditional sources of finance,
experience in loan-taking, gambling history and mo-
tivation to support and create new ventures on deci-
sion to participate in crowdfunding activity. Although,
we show that previous interactions with crowdfunding
increase willingness to participate, i.e. scale up chanc-

Table 2.
Estimate Std. Error t-value Pr (>[t])
(Intercept) 0.47910 0.07659 6.255 8.3%e-09 ***
He 0.11274 0.02803 4.022 0.000108 ***
Sr 0.09087 0.02982 3.047 0.002909 **
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es of positive reaction to transmitted quality signals,
which turns in backing the project. Consequently,
entrepreneur should estimate opportunity basing on
number of social network participants, who already
been involved in crowdfunding.

Next, we investigate influence of goal, amount
pledged, number of backers, project’s subject, dura-
tion and location on its final success. As goal, amount
pledged, number of backers, project’s subject turned
to be important success determinants, we state that
project’s duration and location do not play any sig-
nificant role in prosperous funding.

We can suggest the following direction for future
research: investigation of the effect of project’s sub-
ject and different types of platforms on subjective ex-
pected utility of crowd investor. This issue has been
studied by some authors (Hardy, 2013) in the context
of price discrimination, but project’s subject and plat-
form impacts lacks of research data.
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