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Abstract

Internet Enabled Crowdfunding (IECF) is evolving fast to become a global phenomenon and
has an increasingly important role in the financing of Entrepreneurs. The debates around
problems faced by entrepreneurs in securing funding through IECF is reviewed in this paper.
Through a Systematic Literature Review (SLR), the paper explores the themes emerging from
the review and discusses the emerging issues that prevent access to funding through
crowdfunding platforms. Research suggests a lack of access to funding as being a fundamental
problem faced by entrepreneurs, but this paper goes beyond the identification of traditional
barriers and focusses on issues that are emerging because of the innovative use of web 2.0.
Further, it concludes with practice and policy implications on the emergence of new barriers
for entrepreneurs.
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1. Introduction

Internet Enabled Crowdfunding (IECF) is evolving rapidly to become a global phenomenon and has
an increasingly important role in the seed financing of entrepreneurs (Schwienbacher & Larralde,
2010; Kuppuswamy & Bayus 2017; Martinez-Climent; Zorio-Grima & Ribeiro-Soriano 2018; Sadraei
et al., 2018). IECF is a Web 2.0 enabled phenomenon, where websites, referred to as ‘platforms’, act
as intermediaries to connect entrepreneurs to web users, who provide funding in exchange for some
claims on the project revenues/ownership (equity-based), or for a reward (rewards-based), or simply
for donation. IECF encompasses the use of existing modes of finance of equity, loans and donations.
The basic tenants of crowdfunding can be traced back to the use of a large mass of people by corporates
to obtain feedback on products/services (Afuah & Tucci, 2012). In the modern manifestation,
crowdfunding, involves entrepreneurs forming ties with the crowd for raising finance for business
ventures (Belleflamme et al., 2014). The crux of crowdfunding is the premise that the strength of
individual contributions from the crowd can enable business ventures to be feasible and more
importantly, especially, for entrepreneurial start-ups, an alternate/supplement to traditional sources of
finance (Giudici et al., 2013). In the crowdfunding environment, prospective entrepreneurs seek
funding for their ventures through web sites or dedicated social sites called crowdfunding platforms
(Gedda et al., 2016). These platforms provide the environment for the confluence for the entrepreneurs
and the crowd for exchange of ideas, currency, feedback and information (Beaulieu et al., 2015). From
the perspective of the crowd, their motivation to participate in business ventures ranges from economic
reward, donation, belief systems, community building or social commitment. Regardless of the modes
and the motivation to participate, achieving ‘strategic ties’ with the crowd is critical to the success of
crowdfunding projects (Belleflamme et al., 2014).

The growth in alternative finance initiatives has also been impressive, for example, in the United
Kingdom (UK), the transaction value of rewards-based crowdfunding was estimated to be around £3.2
billion in 2015 and predicted to be worth around £12.3 billion in 2020 (Zhang et al., 2016). Similarly,
transactions value in equity-based crowdfunding was estimated to be around £ 332 m in the UK in
2015, and World Bank expects by 2025 global investments through the use of crowdfunding platforms
is expected to reach $93 billion (World Bank, 2013). The uptake in crowdfunding can be attributed to
the perceived benefits it provides in comparison with traditional sources of finance (Gerber & Hui,
2013). These include community participation, sharing of common passion or pursuit and vicarious
learning (Sadeghi et al., 2014; Gurau & Dana, 2018). Web 2.0 and social media appear to play a key
role in facilitating interactions that may not have been possible before. In the case of emergent
entrepreneurs, Crowdfunding is an innovative way to gain access to both finance and resources.
However, more critically, it is providing a process to evaluate ideas prior to a commitment of major
resources or finance, a valuable process to deal with risk for all stakeholders (Biancone & Jafari
Sadeghi, 2016; Boudlaie et al., 2020; Mollick & Kuppuswamy, 2014; Gerber et al., 2012). Other
perceived benefits of crowdfunding have also been noted, for example, Schwienbacher and Larralde
(2010), propose that crowdfunding aids stakeholders access technical expertise. Whilst Hu et al.
(2015), state that by participating in crowdfunding, emerging entrepreneurs can gain assistance in
relation to pricing decisions of their product/services.

While the advantages/motivations for engaging in crowdfunding has received considerable attention
(Jafari-Sadeghi 2020; Macht & Weatherston, 2015; Belleflamme et al., 2013) other research
dimensions within the crowdfunding domain has also benefitted from further exploration. Notable,
among them are in the areas of interest and value matching (An et al., 2014; Gerber et al, 2012),
reciprocity and community building (Zvilichovsky et al, 2015; Gerber et al, 2012), reducing possible
gender bias (Greenberg & Mollick, 2014; Mollick, 2013; Gerber et al, 2012), the role of social
information in the success of crowdfunded projects (Kuppuswamy & Bayus, 2015), information
disclosure to the crowd (Ahlers et al, 2015), geographical distance in crowdfunding (Agrawal et al,
2015; Mollick, 2014), non-economic aspects of crowdfunding (Gerber & Hui, 2013; Moritz & Block,
2016) and regulations related to the crowdfunding environment (Hornuf & Schwienbacher, 2014).



Mollick (2014) and Rezaei et al. (2020) suggests although Crowdfunding is growing in popularity,
basic academic knowledge in understanding the general phenomena is still required. While there is a
growing literature, there are also areas that warrant further investigation. It is accepted that new
entrepreneurs and firms face difficulties in attracting external finance in their initial potential start-up
stages (Cosh et al., 2009; (Sadeghi & Biancone 2017a). Business ventures typically fail due to
insufficient funding or entrepreneurs failing to convince potential investors regarding the value of their
ventures (Casamatta & Haritchabalet, 2011). Academic and policy attention is drawn to the high
growth "Gazelle's" rather than the more typical entrepreneur who starts from an underprivileged
position, using their own savings to start a low-productivity firm in a highly competitive market
(Nightingale & Coad, 2014). Gazelle's attract finances more readily due to the perceived outcomes
from high growth, of rent for investors, job creation and value creation for economic contribution
(Brown et al., 2017). The typical owner/manager is marginalised, as contributing minimally to the
economy due to potential value destruction and the high risk of business failure (Sadeghi et al. 2017;
Nightingale & Coad, 2014). Crowdfunding offers a way to overcome initial investment barriers;
however, for many entrepreneurs, it can be a source of uncertainty and not the first choice to raise
finance. While there are tremendous opportunities for entrepreneurs to make use of IECF, it must be
acknowledged that there is still a high failure rate to reach funding goals, for example in 2014 the
platform 'Kickstarter' lists about 57% of projects failed to achieve their goals (Belleflamme & Lambert
2014). Itis in this context that this study is set; the rationale behind this study is to identify main issues
that act as barriers when internet-based crowdfunding platforms are used to raise finance. It is
structured in a way to thematically explore, the evidence around issues that can act as a deterrent in
securing finance through these crowdfunding platforms. The core objective of this study is to map the
extant evidence relating to raising finance in the crowdfunding arena and explore areas where further
evidence is required. The remainder of the study is structured as follows; a detailed explanation of the
systematic literature review methodology will be presented, followed by a thematic analysis based on
the results of the review. The final sections detail, the further areas for exploration as well as the
implications and contributions achieved.

2. Methodology

Our review adapts the process followed by Tranfield et al. (2003), Pittaway and Cope (2007) describe
the Systematic Literature Review (SLR) process in relation to Management Research and Macpherson
and Holt (2007) who demonstrated its use within a small and medium-sized enterprise context. Within
these articles, the principles of SLR are established as accessibility, clarity, equality, focus and
transparency. These principles are used to guide the processes followed here, as while these techniques
are generally applied to established research fields in management research the topic of Crowdfunding
is still nascent with only six years of available literature.

The SLR process emerged from Medical Science and has been developed as a positivistic approach to
synthesise quantitative Medical studies in a systematic, transparent and reproducible manner (Tranfield
et al. 2003). However, it is being adapted for use within the Management research field and combined
with a more interpretative synthesis of the findings with the aim of obtaining an increased
understanding by combining the underlying reasons or resources identified within studies (Tranfield
et al. 2003; Boland et al., 2014). The SLR principles distinguish it from the traditional approach of
narrative analysis as the process of search, selection and synthesis of these findings is clearly described,
and the quality of the evidence is evaluated (Pittaway and Cope, 2007). Easterby-Smith et al. (2012:
107) suggests that systematic reviews are restricted to published peer-reviewed journals, nevertheless
as shown by Macpherson and Holt (2007), sources from less established journals can be included
where it can be demonstrated they are robust and relevant to the synthesis, and as long as the
transparency principle is followed. Tranfield et al. (2003) identify meta-analysis as the main tool used
within systematic reviews, to pool quantitative data in Medical Studies. In Management research,
where there are qualitative studies, other approaches are being developed as an alternative to narrative
review as a more transparent approach and include realist synthesis, meta-synthesis and meta-



ethnography. These approaches, whilst more suitable for interpretative studies, aim to create a clearer
audit trail through tabulating the findings (Tranfield et al. 2003).

The review process for this article is developed in the context of the crowdfunding topic, which, as
discussed, is in nascent stages. Platforms that were researched in the initial years either have been
taken over or significantly adapted the business model to a rapidly changing market. For these reasons,
the search criteria were kept broad with published papers, working papers and conference papers
included in the search criteria. A multi-disciplinary perspective was also employed to capture the
advances in this area. To understand the barriers, this study follows a structured methodology in
identifying articles pertaining to entrepreneurial activity, Crowdfunding and use of Crowdfunding in
entrepreneurship. There were eight stages in the literature review methodology, and the steps used in
the review are outlined in Table 1.

The review began by broadly exploring journals listed within the ‘entrepreneurship’ and ‘Finance’
journals ranking list. The articles for review were sourced from popular ranking lists, and the citation
indexes were systematically searched for articles. The citations were downloaded into bibliographic
software (Endnote), then exported and analysed using a spreadsheet. Duplicates and papers that met
the exclusion criteria (Table 2) were identified and removed from the list. After developing an initial
table of citations, a series of systematic reviews stages were employed, resulting in a final count of 94
academic articles. The papers in publication date from 2008 to 2016 and the abstracts of each paper
were coded in NVivo. Table 2 describes the exclusion criteria used, and the next section explains the
thematic analysis and introduces a framework that further explores the barriers in the context of
crowdfunding.

3. Thematic analysis

Nvivo was used to carry out the thematic analysis of the barriers to internet-enabled crowdfunding.
The abstracts were checked for each individual citations and using narrative coding, themes were
allowed to evolve from the abstracts being studied. After the first extraction of themes, data were
further analysed to derive secondary themes. In total, the first level resulted in three major categories
and the level coding revealed eight sub-categories.

In order to understand the barriers faced by seekers of crowdfunding, a thematic framework examining
the different factors is given in Figure 1. The framework summarises the key areas that act as barriers
in an Internet-based crowdfunding environment. The first macro-level theme is the role of the Internet
as a network in raising barriers in relation to crowdfunding efforts. Within this theme, the role played
by an individual’s social media presence, and the ability to work the existing online network in the
propagation of funding messages are explored. The second macro theme to emerge from the analysis
is related to an individual’s personal attributes and the role they play in securing crowdfunding. Issues
relating to digital literacy, digital communication skills are examined to see evidence for the creation
of barriers in the crowdfunding environment. The final macro theme identifies the financial issues that
hinder the uptake of crowdfunding. The different types of crowdfunding platforms, the trade-offs
involved and the cost of securing online funding is also examined. The following section details the
results from the thematic analysis explores the evidence-base derived from the systematic literature
review and expands our knowledge in relation to barriers in the area of crowdfunding.



4. Results of the Review

The results from the systematic literature review highlight several factors that play a key role in the
use of internet-based crowdfunding platforms. The majority of studies reviewed highlighted the
benefits of the use of virtual platforms in enabling entrepreneurial activities to develop (Lehner et al.,
2015; Macht & Weatherson, 2015). Overall, the barriers to entry were varied and reflected the different
stages of entrepreneurial activities. For example, obligations to reciprocate (Boeuf et al. 2014), fear of
disclosure, fear of visible failure, trade-offs (Gleasure, 2015), geographic proximity or home bias has
been identified -resulting in relocations (Agrawal et al., 2015, Burtch 2014, Giudici et al., 2013, Lin
& Viswanathan 2016). Other issues include the need to understand the priorities and specific
mechanisms of crowdfunding, project planning involved in campaigning and knowledge of the process
(Jafari-Sadeghi, et al., 2019; Antonenko et al., 2014; Davidson & Poor 2016; Hobbs et al., 2016;
Antonenko et al., 2014; Davidson & Poor, 2016; Hobbs et al., 2016) can sometimes hinder the use of
online crowdfunding platforms to seek finance/support for ventures. Examining the issues from a
thematic viewpoint, i.e., breaking the results into the key themes identified in the thematic framework,
the following sections examine the gathered evidence during the systematic literature review process.

4.1. Network Barriers

One of the first emergent themes from the analysis was the role played by existing online networks. A
significant barrier for entrepreneurs in undertaking crowdfunding is the size of their existing online
social network. The importance of having a social network, ideally beyond immediate family and
friends, has been shown to significantly influence the early stages backers which then signal to others
the legitimacy of the project, i.e., success breeding success (Mollick 2014; Colombo et al, 2015;
Vismara, 2016). Social networks take time and effort to build (Schutjens & Stam 2003, Dana et al.,
2001), hence entrepreneurs considering utilising Crowdfunding need to work on building their network
in advance before launching projects on online platforms. Even before the launch of a crowdfunding
project, there is a need to satisfy potential contributors, the strength and reach of the individual
entrepreneur in the online environment. Impression management is a challenge that needs to be
addressed (Gleasure, 2015) since available information on online platforms plays a vital role in
decision making (Garousi Mokhtarzadeh et al., 2021, Mahdiraji et al., 2020; Mensah et al, 2021),
insignificant online presence may hinder the backing of potential investors. Within the main theme of
‘network barriers’, three subcategories emerged:

4.1.1. Geographic Proximity

A sub-theme identified here is the ‘Geographic Proximity’, some backers have a 'Home Bias' in that
they identify with projects that are geographically close. The research focused on peer-to-peer lending
in the USA shows that geographic proximity played a significant factor in funding projects through
crowdfunding platforms. This has been attributed to behavioural factors such as homophily rather than
economic considerations (Lin & Viswanathan, 2016). In contrast to this, research on an adapted profit-
sharing model for music, it was found that investment patterns are not correlated to geographic
proximity (Agrawal et al., 2015). Similar findings were reported by Vulkan et al. (2016), who made
observations when examining the online equity platforms in the UK. While the evidence towards
geographic proximity is mixed, from an entrepreneurial perspective, a major factor that needs to be
considered when applying for crowdfunding is the choice of platform used. Evidence suggests that
when it comes to online peer-to-peer lending, there is a potential barrier in the form of geographic
proximity between investors and investee. Other than online platforms, Kim and Hann (2013), have
also stated that small cities get a disproportionate benefit from crowdfunding compared to traditional



centres of venture capital activity. In their work on American online platforms, they noted that within
rewards-based crowdfunding, ventures originating from smaller cities were able to secure funding
more easily compared to cities/towns with a history of venture capitalist activity. The premise that
online platforms would make it easier to source funding is somewhat negated by the evidence gathered.
Depending on the platform and mode of funding/support sought, the online platforms can self-initiate
barriers that can prevent potential entrepreneurs from looking for alternate sources for funding.

4.1.2. Personal Network Management

A second emergent sub-theme examined the strength of the individual network, in their investigation
of American crowdfunding platforms, Hekman and Brussee (2013) found that successful projects have
more friends and sparse networks. By investigating the online funding platform- Kickstarter, they
found that there was a minimal correlation between an entrepreneur’s social media presence and their
ability to secure funding. By examining the Facebook interaction of individuals who were successful
in crowdfunding, they reached the conclusion that having several Facebook friends does not
necessarily lead to increased sources of funding. On the contrary, a larger Facebook presence can give
potential projects a push, but the progression and resultant funding are mainly dependent on the project
initiator’s individuals in other personal networks (Hekman & Brussee, 2013, Garousi Mokhtarzadeh
et al., 2020). Additionally, they also note that by being successful in online platforms like Kickstarter,
it becomes easier securing further funding for current or future projects.

Gaining attention on online crowdfunding platforms is difficult. The degree to which support is secured
can be limited by the amount of funding sought, in the Kickstarter platform, it has been found that it
becomes increasingly difficult to secure funding when of more than $10,000 (Hekman & Brussee,
2013). Converting the number of clicks to potential investments in projects is dependent on online
impression management (Gleasure, 2015). Access to seed financing is supported by reducing
information asymmetries (Moritz et al., 2015). Online communities facilitate the generation and
observation of additional information about entrepreneurs and the viability of their projects (Moritz et
al., 2015). The viral propagation of a project is founded on novelty, reviews, backing received, mutual
identification and reciprocity (Gerber & Hui, 2013). For example, Galuszka & Bystrov (2014), while
examining the adapted equity model for music in Poland observed that successful projects attract
several music fan investors who repeatedly made small contributions and were incentivised to promote
the project.

4.1.3. Community Building

A further barrier is an ability and willingness to interact and be transparent with the community
(Gleasure, 2015). The Crowdfunding community, particularly in the cultural sector, is a place where
many proactively seek the opportunity for involvement and co-creation beyond the financial benefits
(Ordanini et al. 2011; Hills 2015; Sadeghi, et al., 2019a). Successful projects create social capital
within the Crowdfunding community, in complement to their existing social networks of family and
friends (Colombo et al., 2015). This is nurtured by supportive behaviours of mutual identification and
norms of reciprocity (Colombo et al., 2015). Ordanini et al. (2011) in the context of online platforms
note that consumers are motivated to become investors and desire to see the creation of value to engage
in online funding environments. Backers desire patronage, social participation and investment
(Younkin & Kashkooli, 2016). Moreover, backers have an innovative orientation and desire to be
early-adopters and co-creators of value. Platforms are orchestrating consumer-investors and these
investors not necessarily see financing as a motive to engage in crowdfunding; rather their engagement
is based on community benefit, social value or wider engagement. From a barrier point of view, if the
project does is not deemed viable, it risks being judged as a “stagnant project” (Ordanini et al. (2011).
Potential investors view these projects as risky, less attractive and missing the vital ‘engagement
moment’ (Ordanini et al. (2011). The ability to trigger the crowdfunding process is dependent on the
timing of the release of projects, it's perceived social value if any and its ability to generate positive



initial quick-wins in the crowdfunding platforms (Kuppuswamy & Bayus, 2015; Colombo et al., 2015).
Any perceived risk due to the stagnation of funding received is viewed negatively, and such conations’
can spread through social media and personal networks, thus hampering the prospects of securing
funding from the crowd (Colombo et al., 2015).

4.2. Personal Barriers

The second emergent theme from the analysis is related to the personal attributes of crowdfunding
seekers. It looks at the characteristics and skills of entrepreneurs and whether they contribute towards
barriers in the use of crowdfunding platforms. The sub-categories emerging from the analysis, are
discussed as follows,

4.2.1. Personal characteristics

The first of the sub-themes to emerge is that of the personal characteristics of Crowdfunding seekers.
Evidence has shown that personality types can influence individuals seeking funding through online
platforms. Davidson and Poor (2015), in their work on rewards-based crowdfunding in the USA
highlight that personalities types of culture workers, such as extraverts, have an existing well-
established community of supporters prior to crowdfunding and are less dependent on their close social
network and so enjoy the crowdfunding experience. The question of personality traits influencing
entrepreneurship has been explored extensively (Dana 2001; Rauch et al 2007, Nga &
Shanmuganathan, 2010; Wei & Ismail, 2008; De Pillis & Reardon, 2007), with reference to the
crowdfunding environment and the limited evidence highlights that some of the traditional traits, i.e.,
like being an extrovert, self-belief etc. are also visible in the online environment and may contribute
towards success in raising crowdfunding for projects. Personality types/traits also raise an interesting
paradox when examined through the lens of online crowdfunding, the very nature of crowdfunding is
to seek alternate sources of finance and a chance to showcase potential projects that are traditionally
neglected by mainstream funding mechanisms. It is the very purpose is to bring the ‘crowd’ closer to
support and nurture future entrepreneurs, but similar to traditional funding mechanisms, there is a need
to demonstrate proactive behaviours in the online environment as well. The nature of proactive
behaviour is vastly different from offline environments, and clearly, there will be certain personality
types that excel in the sharing process and those that are happier away from the limelight (Davidson
& Poor 2015).

4.2.2. Emotional effects

Gleasure (2015) suggests resistance to engage with crowdfunding is influenced by the fear of
disclosure, of visible failure and of projecting desperation. For investees who lack crowdfunding
experience, there is a perceived danger that their failures are broadcasted across the Internet and
amplified by connections through social media (Gleasure, 2015). Whilst many will discover they enjoy
the feeling of emotional support generated by receiving the backing of an extensive community, some
will regard this as pressure (Harburg et al., 2015; Yoon; May; Kang and Solomon (2019). Moral and
ethical considerations may introduce additional layers of complexity and an obligation to satisfy the
‘crowd’ may altogether prevent engagement with crowdfunding platforms (Harburg et al., 2015). Self-
efficacy of entrepreneurs can be increased by the public validation of financial and emotional support
from an audience, although not everyone receives these benefits (Harburg et al., 2015).

4.2.3. Effective communication



Effective communication skills are clearly an important factor in ensuring regular updates and prompt
feedback (Antonenko et al., 2014). Allison et al. (2015) found that the use of specific types of language
within the narrative can have an impact on backer propensity for pro-social lending. The use of
language on profit and risk decreases prosocial lending, and the use of language on human interest
increases prosocial lending. In comparing the online platforms in the USA, Antonenko et al. (2014),
observed that successful projects responded to questions and comments promptly and shared them on
FAQs. The project owners also provided status updates and disseminated regular progress reports to
their investors. Moreover, the personality factors of sympathy, authenticity and transparency,
communicated via social media helps to reduce information asymmetry in the perception of potential
investors in Equity crowdfunding (Moritz et al. 2015). Those entrepreneurs who are technophobic or
lack training may struggle to provide relevant messages that meet the needs of the investing ‘crowd’
(Gleasure 2015). Lack of effective communication can hinder the progress of projects and will not
sustain the traction required to transform entrepreneurial ideas into reality (Frydrych et al., 2014,
Jafari-Sadeghi et al., 2021). To add to this, with the potential for the domain to present a high risk in
terms of financial loss, aside from regulation by governments and quality checks by the platforms,
ideally, the entrepreneur should be willing to take control of their legitimacy through actions such as
transparent and honest disclosure (Baucus & Mitteness, 2016) and clearly taking a proportion of the
risk themselves, which some refer to as having 'skin-in-the-game' (Ahlers et al., 2015). In addition,
Ponzi entrepreneurs can circumvent investor protection. Thus the recommendation is that
entrepreneurs obtain certification, engage in full disclosure and honest discussion of concerns (Baucus
& Mitteness, 2016). The ability to communicate through the online medium is an essential criterion
for success in crowdfunding platforms and is a pre-requisite for engaging with potential
investors/supporters. Lack of experience in this area will initiate barriers that will prevent the
translation of ideas into practice.

4.3. Resource Barriers

Depending on the type of resource/engagement sought, there exists barriers that hinder the access to
fiancé in IECF, two sub-categories dominate this area, they are related to the choice of finance source,
levels of finance sought and the expected design of benefits.

4.3.1. Choice of engagement

This sub-theme concerns the type of transaction the participants enter into. For instance, the return for
donations is intangible; the donatee obtains a feeling of satisfaction for assisting and may be
anonymous. The return for sponsoring is also intangible and is often expressed in the form of public
appreciation, whereas the return for Equity and some Loans is tangible in the form of a financial return.
In addition, platforms have differing pay-out models; Keep-it-all, where all money raised (fewer fees)
is retained; and All-or-nothing where payout (fewer fees) only occurs when the goal is achieved.
Research into the use of funding platforms in the USA and UK considering which transaction type and
pay-out model is optimal first considered each party to the transaction. They found that entrepreneurs
favour lower-cost forms of finance and hence the most popular form of crowdfunding model is
"sponsorship™ where the return is in the form of public recognition but also connects them to the funder.
However, funders favour at least an element of financial return, so prefer equity (Gedda et al., 2016).
So, there needs to be a trade-off between access to the finance required and the cost of that finance.
The optimal model is all-or-nothing payout with both non-financial and equity crowdfunding (Gedda
et al., 2016). The entrepreneur favoured the Keep-it-all pay-out model with All-or-nothing a close
second. The funders favoured an All-or-nothing pay-out model and combining the preferences shows
All-or-nothing as the highest preference. This model works well for both entrepreneurs and funders
as there are no obligations if the goal is not met and no commitment of finance to potentially
underfunded projects (Gedda et al. 2016). In addition to the preference for these models, the chances
of success vary depending on the type of transaction chosen. On average, 50% of campaigns offering



rewards are successful, whereas, on average, only 33.9% of campaigns offering Equity are successful
(Vulkan et al., 2016).

The amount of finance being sought will impact the type of crowdfunding accessed (Vulkan et al.,
2016). As the industry develops, the amounts raised are changing, however, average amounts raised
through the different types of the transaction remains relative. Early studies have found that the
average equity raised was £188,000 (Ahlers et al. 2015), and rewards were $7,825 (Mollick 2014) and
a more recent study average equity raised £138,000 and rewards $9,866 (Vulkan et al., 2016). To add
to this, average pledge values vary, inequity £1,370 and rewards $80 (Vulkan et al., 2016) and the
maximum feasible amount raised is from rewards where over $10million has been raised by one
campaign (Hobbs et al. 2016). Some entrepreneurs are deterred from accessing crowdfunding due to
the limited amounts that are being raised (Ingram et al., 2014). As entrepreneurs develop their business,
there becomes a need for further rounds of capital (Bellavitis et al., 2017). Entrepreneurs are able to
access crowdfunding repeatedly, but those who remain heavily dependent on a small number of higher
value backers are less likely to attempt a second round due to failure to develop their networks
sufficiently (Davidson & Poor, 2016). This will increase the complexity and therefore, the cost both
initially and in terms of ongoing returns.

4.3.2. Design of benefits and regulations

Costs of the variety of rewards or returns required to incentivise the community will need to be
carefully factored into the overall project (Antonenko et al., 2014) and consideration given to how to
incentivise a significant backer that is willing to contribute to a third of the project value (Vulkan et
al., 2016) and therefore is likely to need the effort to be nurtured into that role. Regulation of certain
types of crowdfunding effectively creates a barrier to funders reducing the size and composition of the
crowd. Additionally, the platforms themselves enact their own criteria directly excluding some
entrepreneurs from the service. As Equity involves the sale of a security, it is subject to the legislative
environment of its home country, and this has meant until recently equity crowdfunding has been
restricted including in the USA (Ahlers et al. 2015; Jafari-Sadeghi et al., 2020a,b). The UK was the
first to regulate for equity to be sold through crowdfunding but applies restrictions on investors to those
who are wealthy or those who self-certify against the criteria (Vismara 2016). This effectively reduces
both the number of potential investors but also restricts them to those with relatively significant
disposable income (Sadeghi, et al., 2019b). This also effectively increases the competitiveness between
the entrepreneurs for investment. Further to this, platforms create criteria and screen and approve
projects before publication (Ingram et al., 2014, Dana et al., 2005). This ranges from superficial
reviews to extensive due diligence on credit and trading history (Macht & Weatherston, 2015; Ordanini
et al., 2011). An example being a requirement for two years of trading history to access loans. Zhang
et al. (2016) found that initial access to platforms can be as low as 21% for Equity, 32% for Rewards
and up to 66% for Donations. Further barriers that potentially restrict the number of potential investors
are that many platforms that offer Lending or Equity in return for a financial return, do not offer a
secondary market, thus tying the investor into the term of the loan or until the equity can be realised,
such as from an IPO (Borello et al., 2015).

In crowdfunding, risks are spread for funders who contribute small amounts to projects, creating a
novel way to access financial resources (Olufolaji & Phillips 2015; Cumming et al., 2014). Despite
this, Crowdfunding involves several features that have implications for those seeking to raise finance.
There is a trade-off between accessing traditional sources of finance that do not expose entrepreneurs
to such public scrutiny but are potentially more driven by economic gains than buying into the passion
and vision of the entrepreneur. Decisions are required to be made on the audience to target (Martinez-
Canas et al., 2012, Mokhtarzadeh et al., 2020). Promotion resources will be limited, so an
understanding of the likely preferences of the target audience in terms of proximity, for economic
value or for involvement, connection and inclusion, will help direct efforts. Technical and
communication abilities can be improved through training and experience, although may take time to



accrue, whereas clearly demonstrating passion, emotional and material commitment to a project may
require tacit personal resilience. The intensity of conducting a crowd-funded project is likely to be an
emotional rollercoaster, demanding a high level of engagement with a new audience who are attention
poor. It would seem that preparedness is an important factor. Preparedness in terms of strategies for
targeted promotion, both on social media and offline. Preparedness to handle questions with honesty
and humility and with a willingness to be open to collaboration should opportunities arise. Moreover,
being prepared for future reciprocation with those offering support, particularly if that is being offered
goes beyond backing the project. Community building may lead to future support when further rounds
of finance are required. Unwillingness to take a path requiring intense technical, emotional and
collaborative commitments may make accessing finance in traditional ways more attractive by
comparison.

Apart from identifying the macro themes, the framework also lists the gaps, where we currently, do
not have a sufficient evidence base. Crowdfunding is an emerging phenomenon, there is strong
evidence of success factors and in determining what works in securing funding in online platforms,
but our understanding of other issues is limited. There are research gaps that warrant further
investigation, currently what is known is that there is a considerable effort in analysing what works in
a crowdfunding scene, issues relating to the content of the funding page, its ability to attract funding
and extent of support offered. As an alternative source of finance, the movement is still in its infancy
stage; the individual funding platforms are still under the purview of institutional and government
policies. Mainstream finance is regulated, and grievance is suitably addressed, but when it comes to
alternative sources of finance, there is a policy gap, government and institutional policies are yet to
catch up with the innovations in the crowdfunding environment (Hu et al., 2017; Sukumar et al., 2020).
Another area of deficiency is the role of wider social and cultural factors in the crowdfunding
environment if it considered crowdfunding as a systematic process of value creation- inputs- process-
output, then the evidence is yet to understand the role of social and cultural factors in this systematic
process. The influence of wider social and cultural issues within the scope of alternate sources of
funding is under-researched. Other issues including personality traits, ethnicity, moderating factors
(e.g. digital literacy) as barriers are still open to research and debate.

5.1. Conclusion

The main conclusion from the thematic analysis is that, while the barriers to crowdfunding have
received considerable attention in the last few years, more understanding is required in order to develop
a comprehensive picture to see what prevents the general public from engaging in crowdfunding
initiatives. The diversity of platforms, the ability to reach a wider target audience should encourage
participation in crowdfunding, but if there are entry and further barriers, then evidence has shown that
success is limited. Further work is required to integrate and analyse the themes and address specific
barrier issues at different levels in order to contribute to the current debates on crowdfunding, alternate
sources of finance and social and economic value creation.

Given the limited scope of research on Crowdfunding, there are many opportunities for future research.
We list a few suggestions based on the above analysis. Given there is data within the crowdfunding
platforms on failed projects, it could be a useful source to reduce the sample bias in entrepreneurship
research that inevitably samples those that are successful as they are still in business. Research on
Crowdfunding so far is concentrated on businesses in the USA/UK. More research is required in other
country contexts, particularly those where cultural norms may be different. There is minimal research
on post-CF activities or impacts on nascent ventures. The research could look into how conducting a
CF affects a venture, be it successful in raising the required finance or not and whether perceived fears,
as discussed earlier, are actually realised. Several studies have utilised cultural and music projects as
their data sources. Crowdfunding may be a useful context in which to compare the effects of non-
economic activities and behaviours between cultural, music, high-tech and other more formal
industries. It would also be of use to practitioners to know if there are industry categories where IBCF



is not applicable or if it may be suitable but not yet attempted. There is limited research, which
addresses the process and experience of the CF campaign (Hui et al., 2012; Sadeghi & Biancone,
2017D).

In relation to methodologies adopted in the studies so far, crowdfunding has predominantly benefitted
from case study approach or social network analysis. More longitudinal studies focussing on the
manifestation of barriers when crowdfunding pages are ‘live’ requires further investigation.
Methodological approaches, deviating from the case studies and ‘web-based’ textual information are
required to understand the process and difficulties faced by entrepreneurs in using crowdfunding
platforms. This study is not without limitations; the main weakness derives from its use of abstracts to
conduct the systematic literature review. The quality of the abstracts has an important play in the
outcome of the analysis. The abstracts are useful in drawing out themes, which gives the scope to
conduct detailed reviews. If the abstracts are of poor quality, then further analysis becomes difficult.
The other drawback is to do with the number of abstracts available for the review, crowdfunding is a
recent phenomenon and has less than 10 years’ worth of material to review, with time, and further
articles available one may obtain a richer picture of the barriers faced by entrepreneurs.

Research suggests a lack of access to funding as being a fundamental problem faced by entrepreneurs
and with the proliferation of crowdfunding platforms, this thematic framework of barriers will assist
in providing an enhanced understanding of what is happening in practice. As an alternative source of
finance, crowdfunding is developing into an active competition to traditional sources of finance. In the
future, it will be subjected to further policies and regulations that will improve its efficiency. From a
practice point of view, understanding the barriers is important so that they can be addressed, and to see
whether crowdfunding can offer a true scope for entrepreneurs and the engagement of entrepreneurial
activities. Understanding the barriers is also important because unless the barriers are better
understood, the full potential offered by various crowdfunding mechanisms cannot be realised. From
a policy perspective, research is still required on the governance mechanisms and role of regulators in
developing crowdfunding as a viable source of funding and by highlighting the barriers, this research
points out to areas where regulations can be better drawn and enforced.
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List of Tables

Table 1. Stages of the SLR process

Stage Description
The researchers used ABS ranking list to identify key journals in the fields of entrepreneurship and
1 finance. A total of 125 journals were identified.
The citation indexes of the journals from 2005 to 2016 were searched for the key term “funding”,
Subsequently, the abstracts and article citations were downloaded into bibliographical software
2 (EndNote). The software was used to identify keywords used in the citations that could inform the
basis of search strings to look at wider citation indexes. There were 12 keywords at this stage.
Citation indexes like Scopus, World of Science and Business Source Premier were used to identify
relevant articles using search strings from 2005 to 2016. (for example "“crowdfunding”,
3 “crowdfunding”, Crowdfunding”, Crowd Funding”, “Crowd*”, “crowd*”). Eight search strings were
identified.
Relevant citations and abstracts were downloaded into bibliographic software (587 papers) and
4 exported into a spreadsheet to sort for and exclude duplicates (495 papers)
The citations were sorted for all articles related to law and regulation and these were excluded. The
5 abstracts were then reviewed and the exclusion criteria were developed and applied (94 papers)
Avrticles were downloaded and imported into narrative coding software Nvivo. A first-level thematic
6 analysis was conducted by coding abstracts of identified articles
The second level of thematic analysis was conducted by using the output from the first level coding.
7 Several sub-themes were identified and a thematic framework was developed.
8 Articles were reviewed based on impact criteria and focus themes
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Table 2. Exclusion Criteria

Number Criteria Reason For Exclusion
. Exclude articles not written in English.
1 Foreign Language
Philanthropic, Governmental Organisations that do not trade are
2 All non-Business Sectors excluded.
All Research and R&D projects that are in ea_rly development stages with significant
3 . timeframe before trading will commence.
Development projects
Exclude articles on law and regulation as the focus is on operations
4 Law and Regulation rather than the external environment.
Inclusion of the topic of crowdfunding is incidental to the article
5 Crowdfunding incidental subject.
6 Descriptions of the Any articles that only explain the process.
Crowdfunding process
7 Discussion and conceptual The focus is only on empirical studies.

articles
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