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that trust is important and that the individuals are mainly drivewiblingness to help, to
support a good cause and to be part of a project realization. The study also shows that some
of the factors have a significant relationship to the investrsieet however these factors

can only explain a small part of the invasits. The thesis provides some tentative insights
and implications on how to successfully raise financing through crowdfunding and takes a
further step towards explaining this new phenomenon.
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THE CROWDFUNDING PHENOMENON

How can an entrepreneur raise over
$10,000,000 in funding for a product that is

not yet produced, without any help from

banks, angel investors or venture capitalists?
How can a startup make hundreds of
individuals pay for a product or service that
they jug might receive in a distant future?

How can an organization leverage hundreds of
its customers as investors to finance its
operations?

The answer is crowdfunding a financing

method that has exploded in popularity during
the last few years (Forbes, Z&). The idea of

crowdfunding is to raise finance from a large
audi ence, or a
contributes with small investments, rather
than raising finance from just a few large

projects (Massolution, 2012). In 2012, the
turnover is predicted to double with eth
current growth rate (Forbes, 2012b), which
indicates that this emerging method of
financing definitely has the potential to make
a substantial change in the way individuals
and organizations seek financing. The concept
of crowdfunding should undoubtedbe paid
attention to, but the future of crowdfunding is
still hard to predict and it remains to be seen if
it is just another market bubble that people
will get caught up in (Forbes, 2012a).

Consumers have traditionally been positioned
attheendofafmés val ue chai
the last decades their role have changed from

n,

Fcrowd 6ust be|ng] a t%vq]et o(f: rﬁ\arketlr\}g aFtIVItIg% t8

eto
2011,

include additional roles (Hunt, Geig
& Varca, 2012, p. 347; Ordanini et al.,
p. 444). These additional roles of the

contributors  (Schwienbacher & Larralde, include bei K in _
2010, p. 1). The individmls, investors or consmers include  being e;; Information
customers that make wup SO][,II‘%e% CQHogqcerng@%ner% Prénnoxagqn 1T ed

crowdfundersand usually pool their money
together via the Internet (Schwienbacher &
Larralde, 2010, p. 4).

An example of how powerful crowdfunding
can be is the Pebble -fgaper Watch, a
smatwatch for iPhone and Android, which
raised $10,266,845 in investments within only
one and a half months on the crowdfunding
platform Kickstarter (Kickstarter, 2012a).
Another example is the popular Swedish
hamburger restaurant
got hundreds of individuals paying for a
hamburger before the restaurant even existed
while simultaneously financing the stanp of
the restaurant itself (FoundedByMe, 2012;
SvD, 2012).

The crowdfunding market has grown with
557% in the last five years and crowdfunding
platforms raised a total of almost $1.5 billion
in 2011, exceeding one million successful
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resources and aweators of value
(Ordanlnl et al.,, 2011, p. 444). Vargo and
Lusch (2004, pp. 1Q1) added the eo
production of value aspect to the role of
consumers ah suggest that consumers and
producers should not be separated as in the
traditional view and that the consumer is
always involved in the production of value.
Ordanini et al. (2011, p. 444) takes this one
step further and argue that the consumer is
involved not just in the production of value,

Ft?u %s |p tﬁepro@Jctlpn agq pgomotlcw ﬁ)fl a. n

product in terms of mvestment support on the
Internet. This phenomenon, i.e. crowdfunding,
outsources the entrepreneurial risk and blurs
the boundaries between marketangd finance
by involving consumers as investors
(Ordanini, 2011, p. 444).

Crowdfunding as a concept may include
several business perspectives, but in simple
terms it is just a method for seeking financing
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via the Internet. It is therefore interesting for
organizations and individuals seeking
financing to know how to utilize this method
in order to successfully raise financing. As a
new emerging phenomenon, crowdfunding
and the factors influencing crowdfunders are
not fully explored (Ordanini et al., 201p,
444). The literature about how and why
individuals engage in crowdfunding is scarce
and the only studies found in the literature are
based solely on interviews with informants
from the crowdfunding intermediates, i.e. not
including the actual crowdfundethemselves.
Thus, there seems to be a knowledge gap
about the factors influencing individuals to
engage in crowdfunding initiatives. To
approach this knowledge gap, existing
literature on closely related subjects might be
suitable for providing a contéxo understand
the concept of crowdfunding. In particular,
literature within customer behavior and
investment behavior seem to be especially
relevant since crowdfunders can be seen as
both customers and investors (Schwienbacher
& Larralde, 2010, p. 13; @anini et al., 2011,

p. 443).

This study intends to contribute with
theoretical implications and suggestions for
future research in order to fill the
aforementioned knowledge gap within the
subject of crowdfunding. The study also
intends to provide practl implications and
insights on how to succeed with crowdfunding
projects. For a project creator it is valuable to
know how to maximize the total amount of
investments. The key lies in knowing how to
attract the largest number of crowdfunders as
possibleand how to make these crowdfunders
invest as much money as possible. It is
reasonable to assume that the motivations for
someone who invests $10,000 differ
compared to someone who invests $1, which
makes it interesting to know if there are any
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specific fators that how much

someone invests.

impact

The purpose of this thesis is to determine what
factors influence individuals to invest in
crowdfunding projects and to test the
explanatory strength of these factors on the
size of investment. The factors ademtified
in the literature of crowdfunding and other
closely related subjects and tested on a large
number of crowdfunders in an attempt to
identify generalizable patterns. Specifically,
the study addresses the following two research
guestions:
1) What factors influence individuals to
invest in crowdfunding projects?
2) Are these factors related to how much
they invest?

LITERATURE REVIEW

The literature in crowdfunding is scarce
(Ordanini et al., 2011, p. 444); searching for
the term
Thomson Reutersbod We b
renders only 14 peer reviewed articles as of
October 25th 2012. These databases include
47 million records (SciVerse, 2012) and 49.
million records (Web of Knowledge, 2011)
respectively. A careful examinationf dhe
literature in crowdfunding reveals that only
one article is published on how and why
individuals engage in crowdfunding. This
article is written by Ordanini, Miceli, Pizzetti
and Parasuraman (2011) and is based on
interviews with employees at threeajor
crowdfunding  platforms, without any
crowdfunders included in the study. To
provide a more comprehensive understanding
of the subject, Ordanini et al. (2011, p. 446)
suggest that existing literature on closely
related subjects is suitable for providireg
context to understanding the concept of
crowdfunding. Seeing as crowdfunders can be

Aicr owdébpusmaddi n g o

t
of
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considered as customers and investors crowdfunding platform, Kickstarter, reports
(Schwienbacher & Larralde, 2010, p. 13; that they do not accept just any crowdfunding
Ordanini et al., 2011, p. 443), the literature in  project and that 43.81% of the published
customer behavior and investment behaigor crowdfunding projects are successful at their
chosen to complement the literature in  website (Kickstarter, 2012b, 2012c). Starting
crowdfunding in order to answer the research a crowdfunding project redres the project
questions. The chosen literature within each of  creator to specify the requested total amount
these subjects is thereafter synthesized into a to carry out the project as well as different

conceptual framework caisting of factors sizes of investment options, usually including

influencingcrowdfunders. something in return based on the investment
size. The crowdfunding platforms then hold

The Characteristics of Crowdfunding on to all irvestments until the project has

Ordanini et al. (2011, p. 444) define ended. Some platforms require that a project
crowdfunding as fan i ngaghesdhe fotgl@amoynpreaeestednoiler fory o
raise money for a new project proposed by 2 project creator to receive the investments, or

someone, by collecting small to medisize else the investments are refunded, while other
investments from several other people (i.e. a Platforms transfer the investment® the
cr owdA) énore specific definition is project creators regardless if the requested

provided by Schwienbacher and Larralde @mountwas reached or not.

(2010, p . 1) who suggest that ithe basic idea
of crowdfunding is to raise external finance  There are 452 crowdfunding platforms
from a |large audi ence Ccyrenilyeactive(Magsgldtign 2012,y d3) e

each individual provides a very small amount, which can be divided into three different types
insteal of soliciing a small group of of crowdfunding initiatives (Schwienbacher &

sophisticated invest or k&yalde, 2010,p.13)
Donations is when the project creator is

The actors involved in crowdfunding are the asking for donations rather than offering some
people or organizations that propose projects kind of financial incentive, product or service

to be funded, the crowdfunding platform and N gxchange for —an  investment
the crowd itself. The crowdfunding platform ~ (Schwienbacher &Larralde, 2010, p. 13).
serves as a fornof hub, bringing together Example: A crowdfunding project asking for

those who may want to invest in donations for a good cause, such as surgery of

crowdfunding initiatives and those who seek @ sick child.

investments  for  their  projects via

crowdfunding (Ordanini et al., 2011, p. 444 Passive investmentsre when the project
445). These crowdfunding platforms typically ~ Creator is giving some kind of incentive in

conduct their business via absite, in which exchange for the investments. These
project creators can advertise their ~incentives can take many forms, but in
crowdfunding initiatives to the crowd. general, a greater investment offers a greater

incentive. These crowdfunding projects do not

seeking financing through crowdfunding are  the project process or the busss. Thus, this
not always successful. A currentlyogular type of crowdfunding enable entrepreneurs

BERGLIN & STRANDBERG 5
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and businesses to raise money without sharing
equity, profits or having the customers
actively involved (Schwienbacher & Larralde,
2010, p. 13). Example: A crowdfunding
project asking for investmesnt for the
production of a music album in exchange for a
copy of the album itself.

Active investmentsare when the project
creator is offering an active role in the
crowdfunding initiative in exchange for
investments. This could include offering
equity, shares of the profit or voting rights for
features of a product. As in the case of passive
investments, a greater investment generally
offers a greater incentive. The entrepreneurs
can through this type of crowdfunding gain
insights and receive valuablefanmation on
how the market thinks the products should be
customized (Schwienbacher & Larralde, 2010,
pp. 1314). This type of investment, with
involvement in ceproduction, also increases
the customer 0s
al., 2012, p. 354). Eample: A crowdfunding
project offering shares of the profit in
exchange for investing in a planned event.

product

decide to fund and that they use crowdfunding
to support a cause they believe in. In two of
the platforms studied, the crowdfunders have
a desire to help and support the project and

also the creators behind the project.
Furthermore, soal participation seems to be
another important factor and many

crowdfunders have a desire to be a part of the
project they fund and at least partly be
responsible for the success of others. In the
third platform, the main factor that motivates
crowdfundersseems to be the expectation of
receiving a payoff or something in return for
their monetary contribution. In addition to
their financial contributions, the crowdfunders
also seem to have a promotional role, for
instance by promoting the projects they
believe in through social networks (Ordanini
et al., 2011, p. 462).

Figure 1

BIRFERENT RUBPINGRHASESHIY n t
CROWDFUNDING

Target—— 1

How and Why
Crowdfunders

To discover the motivations driving
crowdfunders to invest in a project, Ordanini
et al. (2011, p. 453) ke interviewed
employees at three major crowdfunding
platforms. Most of their findings are very
specific for each particular crowdfunding
platform that was studied, but a few
characteristics are consistent in all types of
crowdfunding projects. In general,
crowdfunders participate because they like to
engage in innovative behavior and decide to
invest because they like the concept of
crowdfunding. Ordanini et al. (2011, p. 454)
also show that many crowdfunders share a
sense of identification witlthe projects they

Individuals Become
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This figure illustrates the three different phases in

the crowdfunding process identified by Ordanini et

al. (2011, p. 457). The figughows the amount of

investments, illustrated by the line, as a function of
atime.
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Ordanini et al. (2011, p. 457) claim that it
appears to be three different phases in most
crowdfunding projects in which crowdfunders
act very similar to investors, as shown
Figure 1 The first phasefriend funding
consists of the investments corresponding to
approxi mately half of
and most of these investments are from people
with a personal connection to either the
project or the project créa. The emphasis in
this phase is the involvement of people related
to the project or the creator to accumulate a
basis for the rest of the crowdfunding process
(Ordanini et al., 2011, p. 457). The second
stage,getting the crowgdusually slows down

in investment growth and is considered to be
the most delicate and important phase, since it
typically determines if a project fails or
succeeds. Motivating and involving people in
this phase is therefore crucial to trigger the
investment process and the indbilto do so

is a very common reason for failure (Ordanini
et al., 2011, p. 458). If the funding stagnates,
the project will look less attractive and more
risky to invest in for potential investors
(Ordanini et al., 2011, p. 458). Not all projects
pass thé phase and only some reach the
engagement momethat starts the third and
last phase calledl he r ace.Ibhthis be
phase the project triggers a chain reaction that
facilitates rapid growth to reach, and in some
cases exceed, the investment targ€he
crowdfunders in this phase are primarily
people without any original connection to the
project and the investment process usually
speeds up as it comes closer to the
accumulated target investment. Ordanini et al.
(2011, p. 458) claim that the reason fiois is
often that the opportunity to invest wiften
disappear as the project reaches its target
investment. In this phase, the crowdfunders
act similarly to investors in financial markets
and nobody want to miss the opportunity to

BERGLIN & STRANDBERG 7

invest or to be gart of the project (Ordanini
et al., 2011, p. 458).

Crowdfunders as Customers in Online

Shopping

Slnce the actors tthal |nve%t in crowdfundlng
prole ts rﬁay be = seen as customers
(Schwienbacher & Larralde, 2010, p. 13;
Ordanini et al., 2011, p. 443), theeliaiture in
customer behavior was naturally suitable for
complementing the literature in crowdfunding.
More specifically, the customer behavior
literature in online shopping seents be
especially suitable for crowdfunding, since
crowdfunding is conductedntine. Within the
online shopping literature, one of the most
comprehensi ve studi es
decisions to shop online was conducted by
Chang, Cheung and Lai (2005) who identified
patterns in the existing customer behavior
literature. The three mostequent factors in
online shopping behavior that they identified
were gender, age and perceived risk (Chang,
Cheung & Lai, 2005, pp. 54549).

api

The most frequent factor, age, was found to
have a significant positive impact on online
shopplngbin some wgtlies, while others found
no significant relationship (Chang et al., 2005,
p. 548). A study by Donthu & Garcia (1999,
p. 57) showed that the typical Internet shopper
is older than the average Internet user. This
suggests that older Internet users are more
likely to shop online than younger Internet
users. However, another study found that age
was unrelated to online apparel buying
(Goldsmith & Goldsmith, 2002, p. 89).

The second most frequent factor, gender, was
also insignificant in some studies, whilders
found that men purchase more online (Chang
et al., 2005, p. 548). Slyke (2002, p. 84) found
that men are more likely than women to
purchase via the Internet, while Donthu and
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Garcia (1999, p. 56) and Goldsmith and
Goldsmith (2002, p. 89) found thatemper
was unrelated to online shopping. Although
age and gender are demographic factors that
do not generate relationships or cause a person
to buy something by themselves, they are still
important to investigate since these factors
represent deeper strucal variables (Chang et
al., 2005, p. 552).

The third most frequent factor, perceived risk,
had a significant negative impact on online
shopping in several studies, while a few
studies found no significant relationship
(Chang et al., 2005, p. 547). Bhagar, Misra
and Rao (2000, p. 104) examined product risk
in online shopping and concluded that reduced
perceived risk has a relationship to having
more purchases. Jarvenpaa and Todd (11996
1997, pp. 7671) report a rather different
result in an older study showing that
perceptions of risk do not influence the
intention to shop online. In relation to
perceived risk, the factor trust was also a
common pattern found by Chang et al. (2005),
which has a positive impact on online
shopping.  Furthermore, trust @tgly
influences consumers to overcome the
perception of risk and make them more likely
to purchase from online vendors (McKnight,
Choudhury & Kacmar, 2002, p. 311).
Customers are also more influenced by trust
assuring arguments when the price is high,
which means that perceived trust is important
for large transactions (Kim & Benbasat, 2009,
p. 175).

Online shopping is a relatively new concept
and extensively studied as a novel and
innovative  phenomenon. Three factors
relevant to the novelty of online gpping are

identified by Chang et al. (2005); the
willingness to try something new,
innovativeness specific to the product and
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personal innovativeness. Novelty seeking
people are shown to be more likely to shop
online (Sin & Tse, 2002, p. 18) and product
specific innovativeness is found to be a
moderator of the relationship between Internet
usage and online shopping (Citrin, Sprott,
Silverman & Stem, 2000, p. 298). Limayem,
Khalifa & Frini (2000, pp. 42-428) also show
that personal innovativeness has bditect
and indirect effects on the intentions to shop
online and they highlight the importance of
innovativeness in the online shopping context.
Related to the novelty of online shopping is
the online shopping experience, which is
another of the identifiegatterns by Chang et
al. (2005). Mathwick, Malhotra and Rigdon
(2001, p. 53) suggest that intrinsic enjoyment
and the entertainment of the process itself are
positively related to the shopping experience
and shopping online. Furthermore, a positive
shoppihg experience and the perception of
online shopping as fun are shown to be
associated with intentions to shop online
(Vijayasarathy, 2000, p. 199).

Several studies suggest that customers are
motivated by extrinsic and intrinsic
motivations when shopping nbne (Shang,
Chen & Shen, 2005, p. 401; Perea y
Monsuwe, Dellaert & de Ruyter, 2004, p. 109;
Mathwick et al, 2001, p. 53). Ryan and Deci
(20004, p. 54) describe a motivated person as
someone who is inspired, energized or
activated to act, while an unmagited person
feels no drive, no incentive nor any stimulus
to act. Sheth and Mittal (2004, p. 217) further
describe motivation within customer behavior
as fAthe conscious or
motivate people to buy or not to buy a
particular product service or brand, or to
patronize or avoid a store, or to accept or
reject a marketing

communi
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A basic distinction of different kinds of
motivation is the distinction between intrinsic
motivation and extrinsic motivation (Ryan &
Deci, 2000a, p.55). Intrinsic motivation is
motivation that origins in doing something for
its inherent satisfactions rather than doing
something to achieve an outcome. An
intrinsically motivated person is motivated
because an activity is fun, challenging, novel,
interesting or simplyput because it satisfies
psychological needs (Ryan & Deci, 2000a, pp.
56-57). In contrast, extrinsic motivation is
when the origin of motivation lies in obtaining
a separable outcome from performing an
activity (Ryan & Deci, 2000b, p. 71).
However, extrinsic motivation does not
exclude intrinsic motivation and both may be
present at the same time.

Discussed in relation to intrinsic and extrinsic
motivation is altruism, i.e. unselfish concern,
and warmglow giving. Warmglow giving is

a tem explaining impure altruism, which
means that a person may be motivated by
more than selflessness and gain something
from the act of giving (Andreoni, 1990, pp.
473474). By the concept of warglow
giving, altruism is not considered to be a pure
intrinsic motivation and instead it suggests
that people are egotistically motivated by
obtaining separable outcomes from the act of
giving. These outcomes could be social gains

such as respect, friendship or prestige and also

psychological gains such as guilt,sie for a
Awarm gl owd or
(Andreoni, 1990, p. 464). Andreoni (1990, p.
465) argue that pure altruism is a special case
and that warnrglow giving is the normal case.

Crowdfunders as Investors

Since the actors that invest in crowdfunding
projects may be seen as investors
(Schwienbacher & Larralde, 2010, p. 13;
Ordanini et al., 2011 p. 444), the literature in
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investment behavior was also a natural
complement to the literature in crowdfunding.
The behavior of individuals triggering a chain
reaction, as described by Ordanini et al.
(2011), are found and explained in several
investment situations in the financial markets.
This investment behavior can be found in
bank runs (lyer & Puri, 2012, p. 1414ihd in
rational herding in financial economics
(Devenow & Welch, 1996, p. 603). Bank runs
are situations when bank customers withdraw
their deposits from banks because they do not
believe that the bank can keep their savings
safe. This phenomenon has beemecurrent
case in the history, from the Great Depression
in the 19306s, to ¢t he
2008 (lyer & Puri, 2012, p. 1414). The same
pattern can be found in rational herding in the
financial markets, which is when investors act
based onlte decision of other investors, rather
than information about the investment itself
(Masson, Gotur & Lane, 2001, p. 100). This
can partly be explained by two of the most
basic human instincts; imitation and mimicry
(Devenow & Welch, 1996, p. 603). Rational
herding occurs when investors benefit from
other investors following their actions and
when investors gain useful information from
observing the decisions of previous investors
to a level where they consider it to be more
reliable than their own informatih (Masson et
al., 2001, p. 100).

Shiv, Loewenstein, Bechara, Damasio and

f eel i n damasioq2D05,5b489) have investigaget the

role of emotions in relation to investment
behavior. In their study they conclude that
people with difficulties of processing

emotions rake more advantageous
investment decisions than normal people
when investing in a gamble, in which risk
taking is beneficial. Their results show that
normal people invested 50% more often after
winning a gamble, than after losing a gamble.

f

n
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On the other hah the people with difficulties

to feel emotions were not affected by either
winning or losing and tended to make wiser
investment decisions (Shiv et al.,, 2005, p.
438). This means that the positive emotions
associated with winning can make people
more likely to invest and that emotions are
important factors affecting the investment
decision and perceived risk. Similarly,
positive emotions are also associated with
intention to buy in online shopping (Malhotra
and Rigdon, 2001, p. 53; Vijayasarathy, 2000,
p.199). In this aspect customers and investors
appear rather similar, which is in line with
crowdfunders being seen as both customers
and investors (Schwienbacher & Larralde,
2010, p. 13; Ordanini et al., 2011 p. 444).

CONCEPTUAL FRAMEWORK

When studying a pmmomenon of such a
multifaceted nature as in the case of
crowdfunding, a conceptualframework can
act as a map to connect all aspects of the study
and obtain coherence (Shields & Tajalli, 2006,

p. 323). A conceptual framework was
therefore developed andff@rent aspects of
crowdfunding were derived from the literature
review, which worked as a basis for finding
resemblances. These factors are described in
Figure 2 and are hypothesized to have a
positive impact on the crowdfunders, both in
terms of particiption and size of investment
when funding a project. The adequacy of the
framework was subsequently tested as a way
to explain the findings and to find patterns in
the collected data.

Listed below are the different aspects
identified in the literature &@smbled to
distinct factors forming the conceptual
framework. These factors are hypothesized to
positively influence individuals to invest in
crowdfunding projects as shownkigure 2

Fun: This factor suggests that crowdfunders
are motivated by the inhsic motivation fun

described by Ryan and Deci (2000a), both in
terms of perceiving the crowdfunding project
as fun and the concept of crowdfunding as

Figure 2
A CONCEPTUAL FRAMEWORK OF FACTORS INFLUENCING CROWDFUNDERS

Customer

Behavior Fun

Crowdfunding
Behavior

Investment
Behavior

Novelty
Product innovativeness
Willingness to help
Contributing to a good cause
Being a part of making it happen
Receiving product or service
Seems like a good deal
Personal connection
Substantial previous funding
Seems like a good deal because of other investors
Trusting the project founders
Funding phase
Gender
Age

Investing in
Crowdfunding

This figure illustrates the conceptual framework developed to describe what influence individuals to invest in
crowdfunding projects. The figure shows, from left to right, literature in the context of crowdfunding, factors derived
from the literature that are hypothesized to have a positive influence on crowdfunders, and lastly, the outcome

representing the act of investing in a project including the size of investment.
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fun. The intrinsic motivation fun, along with
entertainment and enjoyment, is also
positively related to shopping online
(Mathwick, Malhotra and Rigdon, 2001;
Vijayasarathy, 2000). Furthermore, positive
emotions positively affect intention to invest
(Shiv et al., 2005) and a positive shopping
experience is associated with intentions to
shop online (Vijayagathy, 2000).

Novelty: This factor suggests that the intrinsic
motivation of being involved in novel
activities described by Ryan and Deci (2000a)
has a positive impact on crowdfunders.
Novelty seeking people shop more online (Sin
& Tse, 2002) and furérmore, personal
innovativeness has both direct and indirect
impacts on online shopping (Limayem et al.,
2000).

Product innovativenessrhis factor suggests

that product innovativeness motivates
crowdfunders to invest. Ordanini et al. (2011)
show that cowdfunders decide to invest in

crowdfunding projects because they like to
engage in innovative behavior. Furthermore,
the producispecific innovativeness (Citrin,

Sprott, Silverman & Stem, 2000) and intrinsic
enjoyment positively affect online shopping
(Mathwick et al., 2001).

Willingness to helgndcontributing to a good
cause:These two factors suggest that helping
and contributing to a good cause motivate
crowdfunders. Ordanini et al. (2011) claim
that crowdfunders have a desire to help and
support he poject andthe project creators
and many crowdfunders also share a sense of
identification with the projects they decide to
fund and they use crowdfunding Bupport
caussthey believe in.

Being a part of making it happeiihis factor
suggests that crowdfunders are motivated to
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fund a project because they want to be part of
fulfilling it. Ordanini et al. (2011) claim that
crowdfunders have a desire to be a part of the
project they decide to fund and at least be
partly respasible for the success of others.
This can also be explained by the extrinsic
motivation of social gain and social
participation as described by Andreoni (1990),
in the concept of warrglow giving.

Receiving a product or serviandseems like

a good deh These two factors suggest that
the crowdfunders are motivated to fund a
project because of the extrinsic motivation of
obtaining a separable outcome described by
Ryan and Deci (2000). Some crowdfunders
fund a project because they expect to receive a
payoff or something in returrand this isin

line with the crowdfunders being seen as
customers in onlingshopping(Ordanini et al.,
2011).

Personal connectionfhis factor suggests that
the crowdfunders fund a project because they
have a personal connectioto the project
creator. Ordanini et al. (2011) claim that
approximately half of
consists of investments from people who are
directly connected to the project or the
network of the project creator. This factor can
also describ¢he extrinsic motivation in which
part of the motive is to foster the relationship
to the creator or complying with social
demands made by the creator, as in the
concept of warnglow giving (Andreoni,
1990).

Substantial previous fundirgndseems like a
good deal because of other investofdiese
two factors suggest that the crowdfunders
fund a project because they are influenced by
the behavior of other crowdfunders. Ordanini
et al. (2011) claim that a chain reaction
appears at a certain point that triggers more
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and more crowdfunders to furadproject. This
implies that crowdfunders act as investors in
financial herding (Devenow & Welch, 1996);
they imitate and mimic the action of other
investors because they rely on the decisions of
previous crowdfunders and consider this to be
more reliable than their own information
(Masson et al., 2001, p. 100pubstantial
previous fundingncludes reduced perceived
risk of the project not being completely
funded (Ordanini et al., 201Bnd seems like

a good deal because of other investors
includes the rduced perceived risk of the
product. Perceived risk in general has been
shown to have a negative impact on shopping
online (Bhatnagar et al., 2000; Chang et al.,
2005) as well as in investing (Shiv et al.,
2005).

Trusting the project foundersThis facto
suggests that the crowdfunders fund a project
because they perceive the project creator as
trustworthy. Perceived trust has a positive
impact on online shopping (McKnight et al.,
2002; Kim & Benbasat, 2009) and
trustworthiness reduces perceived risk, akhi

is shown to have a negative impact on online
shopping (Bhatnagar et al., 2000; Chang et al.,
2005). Perceived trust is also important for
large transactions in online shopping (Kim &
Benbasat, 2009).

Funding phaseThis factor suggests that the
funding phase is influencing the
crowdfunders. Ordanini et al. (2011) show
that there appear to be three distinct phases in
most crowdfunding projects, each phase with
varying degree of risk. Perceived risk is
shown to have a negative impact on online
shopping (Biatnagar et al., 2000; Chang et al.,
2005) and a project that has received
substantial funding is perceived as less risky
than a project where the funding has stagnated
(Ordanini et al., 2011). Furthermore, Ordanini
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et al. suggest that mostly people with a
personal connection invest in th&iend
fundingphasein crowdfunding, which implies
that a relationship between personal
connection and funding phase might exist.
Moreover, crowdfunders in the last phade
race t g acbwery giniilar ¢o invests
and perceived risk also has a negative impact
in investment behavior (Shiv et al., 2005).

Gender and ageThese two factors suggest
that the demographic variables gender and age
have an impact in crowdfunding. Gender and
age in the context of online shopping have
shown different results in different studies.
Donthu and Garcia (1999) and Goldsmith and
Goldsmit (2002) show no significant impact
for gender, while Slyke (2002) shows that
men are more likely to shop online. Donthu
and Garcia (1999) found a significant positive
impact for age, while Goldsmith and
Goldsmith (2002) found none. Although these
factors have shown inconsistent results in
different studies, Chang et al. (2005) stress the
importance of these variables since they
represent other deeper structural variables.

METHOD

Data Collection

The research strategy chosen to test the
conceptual framew@rwas to collect data via
questionnaires. Questionnaires allow a broad
study with a large number of respondents,
which aims to enhance the generalizability of
the results. This method also allows
objectivity and intends to reduce personal bias
of the reseahers by studying unknown
individuals while also not meeting them in
person. Furthermore, the research design
could easily be replicated or repeated in the
future, given that access to the internal email
systems on the crowdfunding platforms is
granted. @estionnaires can be delivered and
collected through regular mail, over the phone
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or via the Internet. Internet surveys were
considered as appropriate since it allow a time
efficient collection of large amounts of data to
a relatively small cost (Saundetewis &
Thornhill, 2009, p. 144). An Internet survey
was also practical considering that the
crowdfunders in the target population were
reachable through the crowdfunding websites.
A threat to reliability is participant error and
bias, which could occur ithe respondents
would discuss the questions with other people
when answering the questionnaire or if it is
not the intended respondent that answers the
survey. Since emails are typically viewed as
private (Weisband & Reinig, 1995, p. 40), the
probability of this was reduced by distributing
the Internet questionnaires via personal emails
through their accounts on the crowdfunding
platforms.

Sampling
The target population in the study is
individuals who invest in crowdfunding

projects. Out of the differenttypes of
crowdfunding, passive crowdfunding is the
most common and fastest growing, in terms of
crowdfunding platforms (Massolution, 2012,
p. 14 & 17). The study was based exclusively
on passive crowdfunding projects. Active
crowdfunding was excluded becauthe few
platforms currently offering active
crowdfunding  projects had  complex
membership requirements, such as nationality
and income. Donation projects were excluded
since donations in crowdfunding were
considered to be too similar to regular
donationsand therefore not representative for
crowdfunding as a concept. This narrowed
down the sampling, allowing for more
generalizable findings in the category of
passive crowdfunding.

BERGLIN & STRANDBERG 13

The study intends to describe what factors
influence  individuals to invest in
crowdfunding projects. Hence, the study
includes only individuals that actually have
invested in a crowdfunding project. The
crowdfunding websites clearly expose the
investors in each project and this ensures that
the respondents included in the samipteve
indeed invested in crowdfunding. Comparing
crowdfunders to other individuals would not
be relevant without being able to determine if
someone has been exposed to a particular
project or not. This was not an option since no
appropriate crowdfunding glarm agreed to
provide the necessary access to data from their
website that this would require. The
consequence of not comparing crowdfunders
to noncrowdfunders was that causality could
not be implied.

The crowdfunding platforms in the sample
were chosn partly because they allowed
contacting the crowdfunders that had invested
in all current and previous projects, which a
lot of platforms did notallow. The chosen
crowdfunding platforms were international,
resulting in a broader sample and a wider
generalizability. In addition, the crowdfunding
platforms were chosen based on whether or
not they were hosting passive crowdfunding
projects since this study is based only on such
projects. Only projects that had ended within
two weeks or were active ahd time were
included in the study. The reason for just
choosing recent projects was to reduce the risk
that the crowdfunders were affected by any
postpurchase rationalization or dissonance to
justify  their investments, since the
respondents were askedrospectively.
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Table 1
RESPONSE STATISTICS FROM THE CROWDFUNDING PLATFORMS

Crowdfunding platform

www.pozible.com 3270
WWW.Sponsuine.com 1771
www.sellaband.com 1169
Total 6210

Contacted crowdfunders

Responses Responserate

614 18.78%

134 7.57%

17 1.45%
765 12.32%

This table summarizes, from left to right, the platforms, number of contacted crowdfunders, the responses and

response rates in the study. The table is arranged in order of decreasing number of answers per platform from top

to bottom showing the totals in the last row.

The minimum number of required survey
answers is dependent on the population, the
chosen confidence level and the margin of
error. A larger population, a higher confidence
level or a lower margin of error requires a
larger number of completl surveys. Since the
total number of crowdfunders in passive
crowdfunding is unknown, the minimum
number of responses required for the study
was based on an enormous population in order
to ensure a representative sample. Given a
confidence level of 95%,.4. that 95 out of
100 times the sample will have the precision
to cover the true population, 384 responses are
required to represent a big population
(N>10,000,000) with a 5% margiof error
(Saunders Lewis & Thornhill, 2012, p. 266).
However, Field (209, p. 222) argues that the
larger the sample size is, the better. Further,
the impact of deviant answers also decreases
with a large sample size, which is useful since
the gquestionnaires were sedfported.

With these guidelines in mind, a total of 32
crowdfunding  projects including 6674

crowdfunders were chosen for the study. All
crowdfunders in the projects were contacted,
except for the 464 crowdfunders who had
chosen to be anonymous or had disabled
private messages, resulting in 6210
crowdfunders contded in total. The number
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of crowdfunders per project in the sample was
in average 209, ranging from 16 to 688. As
shown inTable 1,the number of contacted
crowdfunders differed between the
crowdfunding platforms, which was due to the
limited availability of active or recently ended
crowdfunding projects. The survey had been
distributed for two weeks before the data was
compiled in order to satisfy the requirement of
384 responses and a total number of 765
crowdfunders responded to the survey,
correspondig to a response rate of 12.3%.
This can be considered as satisfactory,
considering that Internet surveys generally
have a response rate below 11% (Saunders et
al., 2009). Noteworthy is that the response
rate was lower on the crowdfunding platform
Sellabangd which likely was because no
emails were sent out to the users when
receiving a private message, which was the
case on the other platforms. When the data
was compiled, 30 responses were identified as
obvious incorrect answers due to invalid
investment amants and these were therefore
removed, leaving 735 valid survey answers
for further analysis.

Since only three crowdfunding platforms were
part of this study and only the most recent
passive crowdfunding projects were chosen,
the sample is representativer the selected
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crowdfunding platforms in the studjput not
for the entire population of crowdfunders
considering thathere are 452 crowdfunding
platforms in total (Massolution, 2012, p. 13).
To judge if the results obtained here are
generally applichle to other platforms, other
types of crowdfunding or other samples, the
study would have to be replicated in those
contexts or samples.

Operationalization

The questionnaire was based on the factors in
the conceptual framework and consisted of 19
quesions and statements in total, available in
its entirety inAppendix 1 The questions were
formulated in simple English in order to
minimize the risk of misinterpretations or
uniformed responses as a result of lacking
knowledge within a given subject. Theason
behind this was that the crowdfunding
platforms in the sample were international and
all respondents cannot be assumed to be
native English speakers.

First, the respondents were asked to evaluate
13 statements, se€able 2,o0n a fivelevel
scale towhat extent each independent factor
influenced their decision to fund the project.
The scale used for the statements Was at

all, Little, To some extentMuch, and Very
much This reason for choosing this scale was
that the alternatives should be ipeeted as
evenly spaced by the respondents, making it
similar to an interval scale. Since the factors
in the conceptual framework are hypothesized
to have a positive impact on crowdfunders,
the scale measured unipolar constructs and the
statements were pitively formulated. Since
noncrowdfunders were excluded from the
study, the crowdfunders were asked directly
about the reasons to why they had funded the
project. As a result of the validation of the
guestions and in an attempt to increase the
statistich dispersion of the answers, the
addi t stongr @ason was
made to reduce the potential positive bias.

becaus

Table 2

OPERATIONALIZATION OF THE CONCEPTUAL FRAMEWORK

Factors Statements*

Fun (project) the project was fun

Fun (crowdfunding) being involved in crowdfunding is fun
Novelty the project was innovative

Product innovativeness the novelty of crowdfunding is exciting

Willingness to help

Contributing to a good cause

Being a part of making it happen

Receiving product or service

Seems like a good deal

Personal connection

Seems like a good deal because of other investors
Substantial previous funding

Trusting the project founders

I wanted to help the project

the project contributed to a good

I wanted to be a part of making it happen

I wanted to receive a product or service in return

it seemed like a good deal

many others had already invested, it seemed like a good deal
I had a personal connection to the creator

the project had already received substantial funding

the project founders seemed trustworthy

This table summarizes, from left to right, the factors from the conceptual framework and statements formulated to
measure these factors in the survey. Note: *=All statements were phrased with the following question: “To what
extent did the following factors influence your decision to the fund project? A strong reason was because...”
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Table 3
OPERATIONALIZATION OF THE CONCEPTUAL FRAMEWORK (CONTINUED)
Factors Questions Scale
Funding phase The project was funded to the following degree  0-24%, 25-49%, 50-74%, 75-99%, 100%+,
when I invested: I don't know
Gender Are you male or female? Female, Male
Age How old are you? under 18, 18-24, 25-34, 35-534, 55+ A

Other constructs

Size of investment
you invested in this project?
Other reasons
influenced you?

What was the total amount of money (USD) that

Were there any other important factors that

Ratio scale measured by textbox

Measured by textbox

This table summarizes, firom left to right, the factors from the conceptual framework and the outcome size of

investment as well as the open question, the questions formulated to measure these factors, and lastly, the scale used

Jor each question. Note: # This scale is based on socioeconomic status

Second, the respondents were asked three
guestions to measure the remaining factors
from the conceptual framework and an
additional two, sedable 3 The survey was
validated in two steps to increase the validity
of the questions. First, the questions were
tested on five individuals in terms of
readability, easiness and clarity, to make sure
that they measured the intended construct and
were interpreted in the right way. The
questions were also reviewed in regards to
what extent they overlapped and if they
provided enough coverage. Second, an open
ended question was formulated that allowed
the respondents to type in any text about
factors that influenced them to invest that they
considered missed in the survey, shown in
Table 3 This was included to ensuréat
nothing vital was missing in the survey and to
give the respondents a chance to comment
about project specific motivations. This
question also allowed for a higher contextual
detalil, since it allowed the respondents to type
in anything they wanted ansince the other
factors were either numerical or categorical
descriptions. After 100 completed surveys, the
answers of the open ended question were
reviewed. This review gave no indication that
the questions were incomplete and mostly
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project specific moties were mentioned.
Therefore, the distribution of the survey
continued without any modifications.

The survey was designed in an online survey
platform called SurveyGizmo (SurveyGizmo,
2012). The survey was then distributed
through the internal email sysh on the
crowdfunding platforms. To decrease the
likelihood of instrumentation errors and case
specific researcher bias and error, the very
same survey and email, customized with the
projectaos name, wer e
participants in the different prajss.
Anonymity was stressed both in the survey
and in the emails sent out, in order to increase
the likelihood of the respondents agreeing to
answer the survey (Saunders, 2009, p. 190).

Data Analysis

When the survey was completed, the results
were compiled and exported to a software
program for statistical analysis, called IBM
SPSS Statistics (IBM, 2012). In order to make
an adequate analysis of the data to answer the
research questions, a few assuomdi were
made to fulfill the prerequisites for conducting
some of the statistical analyses. In particular,
the ordinal scales were approximated as
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interval scales to conduct regression analysis.
According to Stanley Smith Stevens, the
founder of the termsiominal scale, ordinal
scale, interval scale, ratio scale (Velleman &
Wilkinson, 1993, p. 65), the quality of this
approximation is dependent on how equal the
steps in the scale are interpreted by the
respondents (Stevens, 1946, p. 689). Since the
ordinal scale, Not at all, Little, To some
extent, Muchand Very much was designed
such that the alternatives should be interpreted
as evenly spaced by the respondents, the
approximation was considered appropriate.

To visualize what factors influence
individualsto invest in crowdfunding projects,

a boxplot chart was created illustrating the
responses from the questionnaire. Thereafter
the responses from the open ended question
were manually screened for patterns and the
most frequent answers were reported. lheor

to answer the second research gquestion and
determine if the factors influencing
individuals to invest are related to the size of
investment, a regression analysis was
conducted.

Prior to conducting the regression analysis,
diagnostics  for  multicolliearity  were
performed to make sure that the analysis was
not affected by relationships between the
independent variables. Two types of values
were calculated to check for multicollinearity;
correlation and variance inflation factor (VIF).
The correlation &lues indicate if statistical

other tends to increase too. A negative value
indicates that when one of the iailes
increases, the other tends to decrease. The VIF
values are calculated to check whether an
independent variable has a linear relationship
to any of the other independent variables.
There are no explicit rules regarding VIF
values; some claim that dvvalue equal to 4

or higher is a cause for concern, while others
claim that a VIF value below 10 is sufficient
(Field, 2009, p. 224).

After the multicollinearity diagnostics, a
multiple linear regression analysis was
conducted. This analysis providassight on
which factors that vary with the size of
investment and also provides an estimate of
how much of the variance in the investment
size can be explained by the independent
variables. The question asking how the
crowdfunders found out about the pijevas
excluded from this analysis since it was
measured on a nominal scale. The regression
analysis calculates the size of investment as a
function of the otherfactors; however, the
regression analysis does not imply causality.

Three values from the geession analysis will

be highlighted: beta values, r square and
significance. Beta values indicate to what
extent each factor describes the size of
investment. The r square values indicate how
much the resulting model explains the
variance in the size @fivestment. An r square

value of 1 indicates a perfect linear

relationships are present and these were based relationship while O indicates that there is no

on Spear manos rank
and Kendal |l 0s rank
which are appropriate for combining ordinal
data with interval data (Field, 2009, pp. 180
181). The higher the correlation value, the
higher the degree of association is. A positive
correlation value between two factors
indicates that when one variable increases, the
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c orelatienshgptat alln Thec sigaificAncec valaes t
c oimdicagel haw likelynit iscttamtettief résalti wasa t

created by chance. A significance value of
0.05 indicags a 95% probability that the result

is genuine and any significance value below
0.05 is accepted as the result being true (Field,
2009, pp. 56b1). Finally, all of the statistical
analyses described above were repeated and
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performed on several differentc@asions in
order to decrease the chance of human error.

FINDINGS

Factors
Invest

Influencing Crowdfunders to

A total number of 735 valid surveys were
completed, including 58.2%  female
respondents and 41.8% male. The ages
reported were; under 18 (0.3%), -28
(10.7%), 2534 (32.8%), 354 (46.1%) and
55+ (10.1%). Thus, most crowdfunders were
between 25 and 54 yeapld and constituted
roughly 80% of the sample. Some projects in
the sample were active and therefore not all
projects had reached their target investment.
This was shown in the distribution of the
answers from the investment phase question,

Figure 3

which had sljhtly more respondents in the
earlier investment phases.

Figure 3should be interpreted as such that the
top reasons for investing, i.e. the highest rated
factors, are the most important reasons for
funding a project according to the
crowdfunders themseds. At least 75% of the
respondents answered
on the statement suggesting that a strong
reason that they funded the project was
because of the factoWillingness to hel@nd
Being a part of making it happeit least
50% of the resppdent s answered fAm
Avery mucho on the statem
a strong reason that they funded the project

was because of the factoii@ustworthiness

and Good causeA closer examination of the

answers revealed that 45.1% of respondents

rated thestatement about personal connection

toat | east ALittleo as a r

i muc |

STRONG REASONS FOR FUNDING A CROWDFUNDING PROJECT

0

Willingness fo help —

o

Being a part of making it happen —

Contribufing to a good catise =

I

Trusting the project founders —
Preduct innovativeness =

Fun (project)

Seems like a good deal —
Receiving a product or service
Fumn (erowdfimding) =

Personal connection =

Novelty =

Substantial previous fimding: —

Seems like a good deal becanse of other investors =

L

|

—

4

) =
L =

This figure shows the degree of strong reasons for funding based on each factor. The boxes represent the 23th to the
73th percentile and the vertical line in the each box represents the median. The factors are sorted in descending
arder, with the factors that the crowdfunders rated as the most important at the top of the figure. Note: 1="Not at
all”, 2="Little”, 3="To some extent”, 4="Much" and 5="Very much”.
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Table 4
MOST COMMON ANSWERS FROM THE OPEN ENDED QUESTION

Factors Number of responses Percentage of total
respondents
Is a fan 98 13.3%
Good cause 76 10.3%
Personal connection 47 6.4%
Like the project 46 6.3%
Other project specific reasons 41 5.6%
Geographical connection 34 4.6%
The execution of the project 17 2.3%
Pure selfish reasons 13 1.8%

This table summarizes, from left to right, the factors identified as patterns from the open ended question, the number
of answers for each factor, and lastly, percentage of total number of responses. The table is arranged in order of
decreasing number of answers per factor from top to bottom.

project, which means that they had some kind
of personal connection to the project.

The correlation analysis showed maostly
significant positive correlations and there
were no significant negative correlations that
had both Kendall's tau and Spearman's rho >
0.3. Four positive correlations had Kendall's
tau and Spearman's rho > OMovelty and
Fun (crowdfunding) Substantial previous
fundingandSeems like a good dealdagise of
other investorsWillingness to hel@mndBeing

a part of making it happenand lastly
Willingness to helpand Contributing to a
good cause There were several more
significant correlations; however, most of
them were weak, sefppendix 2

The most frequent responses from the open
question are shown ifhable 4 The number of
responses should be put in relation to the total
number of completed surveys, 735. Other
project specific reasons are reasons specific
for the project that did not finto any of the
other categorie?ure selfish reasonisdicate
that the respondents admitted to only funding
the project to gain something from the act of
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investing or so that it would show on their
profile. Is a fan was the most frequent
response on thiguestion- 13.3% indicated
that being a fan was a strong reason for
funding. The second and third most frequent
patternsare already covered by the survey, but
the respondents clarified and/or emphasized
the importance of these in the open ended
guestion.However, the responses to the open
question will not be part of the regression
analysis to be tested if they have a relation to
the size of investment.

The Factorsbéb
Investment Size

Table 4shows descriptive statistics of theesiz
of investment. Further refinement of the data
showed that one third of the crowdfunders
accounted for 81.55% of the total investments
and that 10.2% of the crowdfunders accounted
for 58.4% of the total investments in all
projects. Furthermore, the dats@arevealed
that crowdfunders with a personal connection
invested in average $145.5 and those who had
no relationship to the project creator, $99.7.

Explanatory
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Model 1
RESULTS OF FACTORS EXPLAINING THE INVESTMENT SIZE
Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.

(Constant) 206,251 54,759 3,767 ,000
Gender -51,244 25,199 -090 -2,034 043
Fun (crowdfunding) -22,306 11,033 -,090 -2,022 044
Receiving a product or service 16,646 9,127 ,083 1,824 ,069

This model shows the results from the stepwise regression analysis with the size of investment as a function of the

factors firom the conceptual framework. The model summarizes, from left to right, the factors as independent

variables, unstandardized beta and standard error, standardized beta, t value, and lastly, significance value. The

table is arranged in order of decreasing significance of the factors as independent variables firom top to bottom. The

model before the stepwise reductions is found in Appendix 3.

To analyze if the size of the investment could
be described as a function of any of the factors
described in the conceptual framework, the
variables were tested in a multivariate linear
regression analysis with size of investment as
a dependent variable and the factors as
independent variables. The question regarding
how the crowdfunders found out @li the
project was excluded, since this question was
measured on a scale inappropriate for a
regression analysis. All of the variables were
tested for
rank correlation
rank correlation coefficignAppendix 2 The
correlation analysis resulted in some notable
relationships and therefore a VIF analysis was
conducted. The highest VIF value was 2.902,
which is below the threshold of too high VIF
values and therefore no  significant
multicollinearitywas indicated.

Model 1 is the resulting model from the
multivariate regression analysis witender
fun (crowdfundingandreceiving a product or
serviceas the onlynonexcludedfactors. The
significance is 0.009 and the variance in size
of investment explained by the model is 2.2%.
The settings used in SPSS westepwise with
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the cutoff point at significance > 0.15. The
model before the stepwise reductions and
additional values are fodrin Appendix 3

DISCUSSION

Seven Prominent Factors

Crowdfunders

Influencing

The study revealed several prominent factors
that were distinguishable as strong reasons for

A

mul ticol i nryesting i Xrowdfinkiy projéc®. aFbunafn 0 s
c o ef fhéds€ iveenparticufaflydoutstarfiifgd dnbrigt s

the rating questionsyillingness to helpbeing

a part of making it happercontributing to a
good causendtrusting the project founders
Three other prominent, but less prominent,
factors identified werepersonal connectign
being a fanand gender Personal connection
was highlighted due that almost half of the
crowdfunders aving a personal connection
with the project creator anbleing a fanwas
the most frequently reported answer in the
open ended questiorGender was derived
from the fact that a surprisingly many females
responded to the survey. Thus, the above
mentioned fators seemingly have an effect on
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the investment decision of crowdfunders, at
least within the frame of passive
crowdfunding. A  revised conceptual
framework of the discussed factors are
presented ifrigure 4

The crowdfunders consideretielping the

project. However, the underlying motivation
behind thisbehavior is still unknown and it
remains to be explored if the crowdfunders
really want to help the project creators and
contribute to the cause out of pure altruism or
if they do it for personal reasons as in the case
of warmglow giving described by Andoni

projed ( medi an = A Makingit mu ¢990)) ,

happen( me di an = Gadxitdbatimg ) and

toagoodcausé medi an = @ Muc h dhe padicalsimplicatiorng of these findings
reasons. This supports the theory that for a project creator would be to emphasize

crowdfunders are motivated by a desire to
help and that they want to feel like being a
part of the success of others (Ordanini et al.,
2011). The crowdfunders also further
confirmed in the open question thatgood
causewas an important factor, which further
is along the lines with the findings of Ordanini
et al. (2011) who suggest that crowdfursder
are motivated by identification with a
projectbs cause. I n
help the project was correlated with both
being a part of making it happefiKendall's
tau = 0.508** and Spearménrho = 0.544**)
and contributing to a good causgendal's
tau = 0.447** an5 p e a r rha=:n06480**),
implying that crowdfunders tend to consider
all three of the factors as important reasons for
investing.

These three factors being rated as most
important agree with the findings of previous
studies withincrowdfunding, but hint that the
crowdfunders do not really see their monetary
contribution as a pure purchase or investment.
Instead, the possibility to help, contribute to a

good cause and to be part of a project seem to

be the main motivations. The fathat the
crowdfunders did not to the same extienest
because theyexpeced something in return
supports this argument. Although donation
projects were not included in the study, giving

money to support a good cause seems to be

one of the strongest reasons for investing in a
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that the project contributes to a good cause
and highlight the importance of the
contributions from each crowdfunder. A good
cause may be interpreted many ways and
could include anything from pushing the
technological development forward,
encouraging talent or contributing to social
welfare. These different interpretations of
supporting a cause are also supported by the

a opdni qudstmm wherewthel ctowdfiegsnofies s

reported project specific causes they believed
in. Another interpretation of this finding is
that some projects are more suitable for
seeking financing through crowdfunding than
others, which implies that the projects
contributing to a good caesand making the
investors feel supportive are particularly
favorable. An interesting idea is that what
deems a cause as good is subjective and
perhaps causes generally considered immoral
could be supported through crowdfunding as
well.

The fact that thecrowdfunders considered
trust to be a major reason for funding (median
= AMuchoo) is in line
online shopping where trust has a positive
impact (Chang et al., 2005) and strongly
influences consumers to overcome the
perception of risk (Mknight et al., 2002). In
this aspect, investing in a crowdfunding
projects seem to be similar to purchasing
something via the Internet. The implication
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for project founders is therefore to emphasize
on delivering what is promised in order to
reduce the peeived product risk, for instance
by offering certain guarantees. The
crowdfunding platforms might also need to be
perceived as trustworthy, which could be
pointed out by trusassuring referrals to other
satisfied  crowdfunders and  previous
successful crodfunding projects.

Although the perception of the project
founders as trustworthy is considered as a
strong reason for funding a project, this factor
might rather be a requirement that needs to be
fulfilled for investing in the first place. The
resultsof this factor and its seemingly strong
importancemight as well be explained by the
reason that all individuals included in the
study had funded a particular project in the
first place and those who did not perceive the
project creators as trustworthy digt invest.
However, to determine what underlying
factors contribute to create a perception of
trust, a comparison would be needed between

different projects including individuals who
do not invest as well. Unfortunately, this is
not within the span ohis study.

Interestingly, at least 45% of the
crowdfunders invested because they had a
personal connection to the project founders, to
some degree. This is similar to the findings by
Ordanini et al. (2011), who claim that projects
are funded mainly by fends until
approximately half of the target investment is
reached, thériend fundingphase, se&igure

1. However, the results revealed only a weak
correlation between investment phase and
personal connection (se&ppendix 2 The
crowdfunders with a peosal connection
rather seemed to invest throughout all of the
funding phases. A total number of 47
crowdfunders also declared in the open
question that they had a personal connection
to the project founders and another 34
crowdfunders reported that they dhaa
geographical connection to the project,
indicating that this factor might be extended to

Figure 4
REVISED CONCEPTUAL FRAMEWORK OF FACTORS INFLUENCING CROWDFUNDERS TO INVEST

Customer
Behavior

Willingness to help

Contributing to a good cause
Trusting the project founders
Being a fan
Personal connection

Crowdfunding
Behavior

Gender

Being a part of making it happen

Investing in
Crowdfunding

—

Investment
Behavior

This figure illustrates a revised version of the conceptual framework shown in Figure 2. This figure shows, from left
to right, literature in the context of crowdfunding, factors derived from the literature that were influencing
crowdfunders to invest in a project, and lastly, the outcome representing the act of investing in a crowdfunding

project.
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include more than just knowing the people
behind the project.

The practical implication for a project creator
would be not to underestimate the power of
using tleir personal connections and network
in order to attract a sufficient number of
crowdfunders to enable a successful project.
The fact that many of the crowdfunders have a
connection to the project or to the project
creators might also partly explain thabsh
crowdfunders want to support and be a part of
making the project happen. Furthermore, it is
likely that the crowdfunders with a personal
connection have additional roles than just
making investments. For instance, they might
play an important role wheit comes to the
promotion of a project; someone with a
personal connection is likely more inclined to
talk about a project and thereby create
valuable worebf-mouth that might make the
difference between success and failure.
However, the promotional coiftutions by
the crowdfunders are not measured in this
study and would need to be examined further
from a marketing perspective in order to
understand their importance. Finally, the
reliability of the findings considering personal
connection are worth refling upon;
although individuals with a personal
connection are more likely to invest in a
project, they might also be more likely to
answer an Internet survey about the very same
project. There is also a possibility that even
more than 45% of the crowdfders had a
personal connection, since the question asked
if this was a reason they invested rather than
asking if they had a personal connection in
general.

An unexpected finding discovered through the
open question was that a total of 13.3% of the
crowdunders reported that they were a fan of
the project founders. The large number of
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crowdfunders that explicitly mentioned this as
a strong reason for funding the project makes
it worth highlighting, especially since this was
never mentioned or suggested tthe
crowdfunders or identified in the literature.
This implies that the crowdfunders are
enthusiastically devoted to the project or the
project founders, which seems to be a factor
specific for individual projectsA practical
implication for project crears would
therefore be to take advantage of their existing
fans, brand advocates or followers as
promoter in order to attract as many
crowdfunders as possible, as in the case of
using their personal connections and network.
A broader interpretation of thifinding is that
individuals or organizations with many
existing fans, followers or devoted customers
could leverage these people as investors
through crowdfunding if they need to raise
financing. This suggests inevitably that
crowdfunding might be an ef€tive solution
for monetizing large audiences via the
Internet, which could potentially be exploited
further within areas such as social media.

Another interesting finding is that there were
40% more women than men that answered the
survey. This contradts the findings in online
shopping by Slyke (2002), Donthu and Garcia
(1999) and Goldsmith & Goldsmith (2002),
who suggest that men are more likely to shop
online or that no difference between the
genders exist. This is rather interesting and
shows thatwomen might be more likely to
participate in crowdfunding. However, as
Chang at al. (2005) point out, being female
hardly in itself make a crowdfunder invest.
The underlyingexplanation for females being
overrepresented in the sample, i.e. the
underlying e@eper structural variables, needs
to be researched further.
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The remaining factors ifrigure 3 was not
considered to be as important and were not
considered to be strong reasons for the
crowdfunders to invest in a project, due to
having the
lower. The positive formulations of the
guestions and the unipolar scaigeddid not
cause any obvious skewness towards higher
rating. Instead, the distribution of answers has
a large statistical dispersion. Hence, the low
ratings seem tbe accurate measurements, but
it is possible that the crowdfunders in fact
were unconsciously influenced or that some
crowdfunders simply did not want to
rationalize their decision to fund a project

based on these reasons. For instance, a better

way to inwestigate the impact of others might
have been to measure if the frequency of
investments would change based on the level
of previous funding. Although these
remaining factors were not shown to be strong
reasons for investing, they were still
considered asontributing factors and might
have a considerable role altogether. Sitiee
study design couldnot imply causality, it is
highly possible that some of the factors were
more important than it appearskigure 3 It

is possible that some of the lower dtactors
are still important and required for investing.
Figure 3just reflects what the crowdfunders
themselves thought were the most important
and they can only report the factors that they
were aware of.

Four Factors Part of the

Investment Size

Explain

There were four factors that could explain the
size of investment. Those with personal
connectionnvested more than those without a
connection and although there were more
women in the sample, men tended to invest
larger sums. Receiving a product oresvice
appeared to affect the investment size
positively, while crowdfunding beingfun
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mediea ne xd te n

appeared to affect the investment size
negatively. All of the factors discussed below
are summarized inFigure 5 in a revised
conceptual framework. Furthermore, the
ifesdilts cevealed that a minor part of the
crowdfunders stood for a majority of the total
investments. Since this study does not imply
causality, the factors discussed are merely
statistical functions of the investment size. A
significant factor may affect & size of
investment, be affected by the size of
investment or a causal relationship might not
evenexist at all. Overall, the total explained
variance was not very large, 2.2%Ntodel 1,
suggesting that there might be additional
factors not measured imis study that could
affect the size of investment.

Men tended to spend more than women
(standardized beta=0.090 and significance
=0.043). This contradicts Donthu and Garcia
(1999) and Gol dsmith
studies, which suggest that théseno relation
between gender and online shopping. In
crowdfunding there seem to be a relationship,
both in terms of participation and impact on
the investment size. As mentioned by Chang
et al. (2005), gender represents other deeper
structural variableand further research would
need to be conducted in order to identify what
underlying factors that could explain the fact
that gender was significant. Matheless,
gender might function as a representative of
those underlying factors.

As for receiving a mduct or service

(standardized beta = 0.083 and significance =
0.069), crowdfunders that indicated receiving
a product or service as a strong reason for
funding, also tended to make larger
investments. This is an expected result since it
is reasonable thahe more someone wants a
product or service, the more that person is
willing to pay for it. Furthermore, this
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indicates that crowdfunders are extrinsically  Although not significant in the regression
motivated supporting that crowdfunders may  analysis crowdfunders withsome degree of
be seen as customers, as suggested by personalconnedbn to the projectcreators
Schwienbacher andLarralde (2010) and invested in average $146, while those who did
Ordanini et al. (2011). This factor had a not have a personal connection invested in
significance of 0.069, which is slightly above average $100. This is a rather big difference,
the preferred significance of 0.05. However,  46%, and further stresses the importance of a
the significance level is a somewhat arbitrary pr oj ect creatords personal
choice and 0.069 was considered significant a crowdfunding project tbe successful.
enough fothis factor to be worth discussing.

An important finding that emerged from
Crowdfunders that indicated crowdfunding investigating the distribution of investments
being perceived as fun as a strong reason for was that the investments equal to and above
funding also tended to make smaller $100 represented 81.55% of the total
investments gtandardized beta =0.090 and investments and that 10.2% of the
significance = 0.044). This was in other words  crowdfunders accounted for as much 8866
a result affecting the size of investment of all investments. Project creators should
negatively. Possibly, crowdfunders perceiving  focus on attracting crowdfunders that make
crowdfunding as fun may tend to spend less large investments, as it might be more
because they are just trying out crowdfunding  important than what is obvious. However,
or because they are more motivated by the act while crowdfunders that make large
of participating rather than spendinlarge investmats might be important, the
amounts of money. crowdfunders tht contribute with smaller

Figure 5
REVISED CONCEPTUAL FRAMEWORK OF FACTORS INFLUENCING THE SIZE OF INVESTMENT

Customer
Behavior

N
Gender (male) (+)

Crowdfunding Receiving a product or service (+)
Behavior Fun (crowdfunding) ()

Personal connection (+) 1

Size of investment

Investment
Behavior

This figure illustrates a revised version of the conceptual framework shown in Figure 2. This figure shows, from left
to right, literature in the context of crowdfunding, factors derived from the literature that were influencing the
crowdfunders size of investment in a project, and lastly, the outcome representing the size of investment. The signs
for each factor indicate if the factor has a positive or negative impact on the size of investment.
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investments should not be neglected. They
mi ght not have the
total investments, but might still play an

important promotional role in order for the

project to succeed, as Ordanini et al. (2011)
points aut. The importance of promotion for a

project to succeed and the role of the
crowdfunders as promotion agents might be a
vital part of the marketing process of a

crowdfunding project, but this would need to

be investigated further in order to draw any
condusions.

The variables that were not significant enough
were excluded in the stepwise regression
analysis, as shown iAppendix 3 There are
several reasons as to why some factors were
not significant and it is important to note that
just because a faatodoes not have a
relationship to the size of investment, it does
not mean that this factor was unimportant in
the crowdfunderso
first place. It is highly possible that some
factors measured are simply required for
investing or mies it more likely that a
crowdfunder will invest, rather than having a
relationship to the size of investment. An
example of this is the question measuring the
trustworthiness of the project creator; it does
not seem to relate to the size of investment,
but it is one of the factors that the
crowdfunders rated as the most important
reasons for investing. Thus, it is reasonable to
assume that the crowdfunders perceiving the
project creator as trustworthy is considered
more as a requirement for investing eath
than affecting how much they invest.

LIMITATIONS
RESEARCH

AND FUTURE

The limitations of the study should be taken

into account when considering the
implications of the presented findings.
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Although a logical basis was used for

s a neelectind d repeesentatisampe, tiperfimdingsc t 6 s

cannot be seen as generalizable for
crowdfunders in general, without replicating
the study in other contexts. A noteworthy
limitation is the lack of prior research within
crowdfunding. Although closely related
literature provides a bealer understanding of
the concept of crowdfunding and this
approach resulted in significant findings, it
would have been more accurate to base the
framework on just crowdfunding literature.

Another limitation is that the questionnaires
are selfreported ad cannot be independently
verified. Selfreported data can contain several
potential sources of bias and the crowdfunders
in the study might have been affected by
selective memory, attribution or exaggeration.
For instance, it is impossible to determirfie i
the crowdfunders were affected by any post

d e c iparchasa rationalizationv @ sdissoriance toh e

justify their investments. Future research
could cooperate with crowdfunding platforms
to send out surveys directly after an
investment has been made to counter this, or
observe the frequency of investments to
measure constructs related to how the
crowdfunders are affected by the actions of
others. Overall, more access to the
crowdfunding platforms would result in a
more representative sample and might also
allow some degee of experimentation with
projects, such as manipulating incentives.
Future research could also conduct in depth
interviews with the crowdfunders to
investigate the underlying motivations and
further investigate the crowdfunders that make
the biggest ingstments.

The fact that the study was based exclusively
on passive crowdfunding projects, a category
from the crowdfunding literature, was also a
limitation since it might have been a too
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diverse type of crowdfunding. Limiting the
sampling even further mght have resulted in
more precise results, for instance a separation
between different types of projects, such as
projects about music, food, technological
gadgets and supporting causes.

Furthermore, nowrowdfunders could be part
of future research iorder to imply causality.
Non-crowdfunders that had viewed a
particular project and chosen not to invest
were considered as out of the limits of this
study as they are practically impossible to
reach out to without direct cooperation with
the crowdfundingplatforms. The consequence
of choosing only crowdfunders that had
actually invested in a project was that no
causality could be implied. Future research
could make such a comparison and further
investigate the differences between successful
and unsuccesdfprojects.

CONCLUSION

The findings show that the most important
factors influencing crowdfunders to invest are
because they want to help a project, support a
good cause, be part of the realization of a
project or because they trust the project
creators. HErthermore, almost half of the
crowdfunders have a personal connection to
the project and many crowdfunders also claim
to be a fan of the project founders. This gives
reason to suggest that individuals or
organizations with large personal networks,
many exsting fans or devoted customers can
leverage these people as investors through
crowdfunding. The study also shows that
some of the identified factors are rteld to
how much someone investipwever, these
factors can only explain a small part of the
investment size. The thesis further highlights
that 10% of the investors account for 60% of
the total investments and stresses the
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importance of these investors. The conceptual
framework developed from the literature
could partially explain why and how much
individuals invest in crowdfunding projects
and resulted in two revised frameworks shown
in Figure 4andFigure &

Crowdfundingis indeedan interesting concept
that allows anyone to become an investor
without the need of substantial financial
resources ah enables anyone to seek
finanang for projects that does nateed to
generate profit as traditional sources of
financing demand. While the losigrm
impacts of crowdfunding may still be
unknown, passive crowdfunding definitely
seem to be a promising method to raise
financing without the need ofjenerating
monetary return orgiving away equity to
investors Some projects seem to be more
suitable for seeking financing through passive
crowdfunding than others and projects
contributing to a good cause and making the
investors feel supportive seem to be
particularly favorable. Fally, crowdfunders
appear to be influenced by a diverse set of
factors, both in terms of why and how much
they invest. Nevertheless, this thesis provides
some tentative insights and implications on
how to successfully raise financing through
crowdfundingand takes a further step towards
explaining this new phenomenon.
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APPENDIX 1: THE SURVEY

The title of the web page was equal to the crowdfund

1. Te what extent did the following factors influence your decision to fund the preject? A strong reason was because ...

Mot at To some Very
all Little extent hMuch miuch
because the project was fun & @] @] & 5]
because the project was innovative ':' ':' ':' ':' ':'
because being invelved in cowdfunding is fun & & & ) &
becsuse the novelty of cowdfunding is exciting i (] i i o
because the project contributed o a good cause & & & ] &
becauss it seemed like 5 good desl & & @] @] o
because the project founders seemed trustworthy & & & ) &
because the project had slready received substantisl funding i ] )] )] )]
because | wanted to help the project ':'::' ':'::' ':'::' ':'::' ':'::'
because | wanted to be a part of making it happen ':' ':' ':' ':' ':'
because | wanted to receive 8 product or service in return I:'::I l:'::l ':'::' ':'::' ':'::'
because | had a personal connedtion to the oestor (i.e. friend, family, = = = = =
colleague) e i e e (@
because many others had already invested, it seemed like a good deal |:'::| |:'::| I:'::' ':'::' ':'::'
2. Were there any other important facters that influenced you?
3. The project was funded to the following degree when | invested
0-24 % 25-49 3% 50-T4 % T5-99 % 100 % + | den't know

4. What was the tetal amount of money (USD) that you invested in this project?

5. Are you male or female?

O Male

) Female

6. How old are you?

© under18  © 1824 © 2534 O 3554 O g5+
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