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Abstract

Fundraisers expect to raise as much funds as
possible even after they have reached initial threshold
of funding goal. This study focuses on the degree of
project success defined as the total amount of funds a
projectcan obtain after itisalready successful (reached
the initial threshold of funding goal). Drawing upon the
theory of crowd capital, this study aims to explore the
effect of the crowds—represented as crowd
participation—on the degree of project success. Three
types of crowd participation are identified, namely
funds pledge, popularity creation, and on-site
communication. We postulate that funds pledge will
have an inverse U-shaped relationship with the degree
of project success; while the other two factors will
positively influence the degree of project success. Our
empirical data from a reward-based crowdfunding
platformsupported our predictions for funds pledgeand
on-site communication. Future research and
implications are discussed.

1. Introduction

Successful fundraising is critical for the success of
new business ventures. While it is quite difficult for
small business projects to access funds through
traditional fundraising channels (e.g., venture capital,
angel investment, donations etc.), the emergence of
various crowdfunding platformssignificantly simplified
and facilitated the fundraising process. All fundraising
campaigns launched on crowdfunding platforms have a
goal of successfully raising funds. Prior crowdfunding
literature has studied the antecedents of project success;
that is, how a project could achiewe its set goal [3, 19,
32, 34, 35]. However, these studies were mainly from
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the perspective of fundraisers by examining factors such
as project quality, social capital of fundraisers, and
project design strategies.

In fact, crowdfunding is not a single-side market
only accommodating fundraisers; it is a two-sided
market that interlinks capital-seeking agents (i.e.,
fundraisers) and an IT-mediated crowd of capital-giving
agents (i.e., backers or funders) [13]. Through it,
fundraisers can seek resources (i.e., funds in
crowdfunding platforms) from an IT-mediated crowd,
which is asserted as a new emergent capital named
“crowd capital” in the theory of crowd capital [27]. The
theory was deweloped to explore how organizations
obtain resources, such as knowledge and money, from
IT-mediated crowds, and is also appropriate for
explicating the underlying logic of fundraising in the
crowdfunding context. According to this theory, the
generation of crowd capital (i.e., successfully raising
funds on crowdfunding platforms) relies on both the
disperse resources of the crowds—the indispensable
antecedent condition, and the crowd capability of
organizations (including structure, content, and
process)—fundraisers in the current context [27].
Therefore, itis equally important to take the role of the
crowds into accountas well as the crowd capability (i.e.,
organization’s capability to engage the IT-mediated
crowds) of fundraisers. Since the crowd capability of
fundraisers has been well-studied in the past [3, 19, 32,
34, 35], we choose to focus on the effect of the crowds
on generating crowd capital, i.e., crowdfunding project
success inthe current context.

For project fundraisers, they acquire disperse
resources (i.e., money) from different crowds, which is
manifested on the crowdfunding platforms through the
participation or contribution behaviors of different
crowds [6]. On a crowdfunding platform, there are three
ways for crowds to participate: (1) funds pledge, (2)
popularity creation (i.e., clicking like), and (3) on-site

HYCSS

14


https://core.ac.uk/display/301371175?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
mailto:liboliu@swin.edu.au
mailto:iskl@cityu.edu.hk

communication (i.e., interaction between the crowds
and fundraisers). Funds pledge is the fundamental way
of participation with which the crowds can provide
funds to support their preferred projects. In addition,
crowdfunding platforms also integrate specific on-site
social features [9], such as popularity indices (i.e.,
allowing participators to “like” certain project) and
communication functions (i.e., allowing participants to
communicate with fundraisers by giving comments and
receiving responses). This study aims to explore the
effects of these three types of crowd participation on the
crowdfunding project success.

Unlike prior studies which concentrate on the
likelihood to succeed, the current study focuses on the
degree of project success that is defined as the total
amount of funds a project can obtain after it is already
successful (reached the initial funding goal). All of the
crowdfunding projects not only expect the probability of
achieving its initial funding goal, but also largely
exceeding it. Exceeding the initial funding goal helps
projects to smoothly start up the new wventures. For
example, even though the original funding target was set
at $15,000, TikTok, a gadget that converts Apple iPod
Nano into a watch, turned out to be extremely attractive
for investors and succeeded to raise almost 1 million
dollars. Its further business went very well with the large
amount of funds raised from Kickstarter. Moreovwer,
overwhelmingly successful projects, called ‘blockbuster
projects’, can also affect other projects within the same
category in the amount of funds because of the network
effects, asindicated in the study of Liu, Yang, Wang
and Hahn [18]. With this in mind, our study stresses on
the degree of project success by constructing it as the
crowd capital, and explore the effects of the crowds
represented as crowd participation. Accordingly, the
research question of this study is specified as: What are
the effects of crowd participation on the degree of
project success on crowdfunding platforms?

The reminder of the study is organized as follows.
An introductionto crowdfunding and a literature review
of crowdfunding project success are presented next,
followed by the theoretical background about the theory
of crowd capital. Hypotheses development is presented
in following section. Then the research methods and
results are described. Finally, Implications and future
researchare discussed.

2. Theoretical Background

2.1 Crowdfunding

1 http://crowdexpert.com/crowdfunding-industry-statistics

Crowdfunding has been defined in many ways. The
core of all these definitions is to raise funds through
collective individuals usually via the Internet. For
example, Schwienbacher and Larralde [28] defined
crowdfunding as “the financing of a project or a venture
by a group ofindividuals instead of professional parties”
(p.370). Burkett [5] regarded crowdfunding as “a
process where entrepreneurs, artists, and nonprofits
raise money for their projects, businesses, or
organizations by gaining the support of many people on
the internet who collectively contribute money to
projects to which they feel some affinity” (p.66).

Crowdfunding has become a significant and
efficient way for many businesses to raise funds. The
volume of funds raised from crowdfunding platforms
has experienced a steep increase in the past years.
According to Massolution! Crowdfunding Report 2015,
the global crowdfunding industry raised $34.5 billionin
2015andispredictedto surpass venture capital by 2016.
Kickstarter announced in the February 2016 that the
total number of successful fundraising projects on
Kickstarter surpassed 100 thousands 2. It was also
mentioned that fundraising cycle was significantly
faster and shorter than before; that is, today, only 3 days
are needed to successfully fund 100 projects, which
back to 2009 was 121 days.

There are four types of crowdfunding platforms:
donation-based, reward-based, equity-based, and
lending-based [8]. Donation-based crowdfunding
platforms, such as Crowdrise, allow the crowds to
pledge funds on projects but without existential reward.
The typical campaigns in such platforms are charity
projects. The crowds fund projectsin the reward-based
crowdfunding platforms, such as Kickstarter,
IndieGoGo, and Zhongchou.cn, for tangible but non-
financial benefits. The equity-based and lending-based
crowdfunding platforms, such as SellaBand, Wefunder,
and AngelCrunch, involve in financial returns or profit
sharing [1, 31, 33].

Crowdfunding platforms also differ in their funding
models, namely All-or-Nothing funding model (such as
Kickstarter) or Keep-What-You-Raise funding model
(such as IndieGoGO) [10]. Within an All-or-Northing
model, a fundraiser sets a funding goal in advance, and
he/she receives no funds if this goal cannot be reached.
While a fundraiser can receive the pledged funds no
matter the funding goal is achieved or not when raising
funds in the Keep-What-You-Raise funding model.

This study is interested in reward-based
crowdfunding platforms inwolving in the All-or-
Nothing model. This type of crowdfunding platformhas
the largest number of users and is the fastest growing

2 https://www.kickstarter.com/blog/kickstarters-impact-on-the-
creative-economy?__prclt=MEfr3abs
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one on a global scale. In addition, reaching the funding
goal is the basic criterion such that achieving high
degree of success is significantly important on this type
of crowdfunding platforms.

2.2 Crowdfunding Project Success

Prior research has started to pay attention to the
determinants of project success on crowdfunding
platforms. Generally, there are four primary research
direction related to the projectsuccess on crowdfunding
platforms (see Table 1). First, project quality is
considered as a key predictor to project success,
including quality of project description (i.e., media
usage, spellingerror, etc.), intensity of updates, duration
of projects, etc. [3, 21].

Table 1. A Literature Review of Crowdfunding
Project Success
Research Perspectives References
Project quality | [3, 21]
capl el 1.2 5
seeking usage [3, 20]
perspective = -
PrOJect_ design [19, 32, 34]
strategies T

Second, some studies explored the project success
by focusing on the perspective of social capital
associatedwith the fundraisers[11, 21, 35]. Specifically,
Giudici, Guerini and Lamastra [11] distinguished
between individual and territorial social capital, and
concluded that the individual social capital positively
affected the crowdfunding project success, while the
geo-localized capital had negative influence on the
project success. Mollick [21] noted that social network
size played a key role in determining the crowdfunding
success, which was explained through the family and
friends effects. Zheng, Li, Wu and Xu [35] identified
three dimensions of social capital based on the socia
capital theory, including social network ties, obligations
to fund others, and the shared meaning of project
between the entrepreneurs and other sponsors.

Third, the effects of social media, which are
embedded in crowdfunding platforms as off-site
communication channels, are also examined in relation
to their impact on the project success [3, 20]. Beier and
Wagner [3] indicated that usage of homepage could
significantly affect project success. Moisseyev [20]
proposed that the number of social media followers
predicted the project success.

Forth, project design strategies for fundraisers may
also predict project success. For instance, the effect of
project reward structure on project outcomes was
examined, and it was found that the reward levels with

popular options till date were perceived to be more
favorable [34]. Another study indicated that a project
with higher maximum backing price and less reward
tiersinthe reward schemes couldraise more money [32].
The design of video advertisement content was also
found to influence the pledge volume [19].

These studies offer valuable insights in
understanding project success. However, there are still
two limitations, which present significant research
opportunities. First, crowdfundingis atwo-sided market,
which connects both capital-seeking agents (i.e.,
fundraisers) and capital-giving agents (i.e., the crowds)
[13]. The existing studies on crowdfunding project
success is mostly from the perspective of fundraisers.
The studies of project success from the perspective of
the crowds, however, are still rare. As we will elaborate
later, both the fundraisers and the crowds are equally
importantin the process of fundraising. Second, most of
previous studies consider success as a binary concept:
success vs. not success. However, the degree of project
success, which is underexplored, is also critical because
fundraisers expect to raise more funds even after
successfully meeting their initial funding goals, in order
to better assist new ventures. Furthermore, the projects
with extremely high degree of success (i.e., blockbuster
projects) canalso increase the amount of funds raised by
other projects within the same category [18]. This is
because the blockbuster project can attract more
potential funders to the platforms and later to the
projects within the same category.

Our study intends to fill these research gaps by
exploring the degree of project success from the
perspective of capital-giving agent—the crowds. We
draw upon the theory of crowd capital to build the
relationships between the crowds and the degree of
project success.

2.3 Crowd Capital

The theoryof crowd capital is recently developed by
John Prpi¢ and his colleagues to describe the process of
how IT-mediated crowds generate resources or values
for organizations [22, 24, 25, 27]. The crowd capital is
firstly  conceptualized as ‘“a  heterogencous
organizational knowledge resource, generated by the
organization’ Crowd Capability: an organizational level
capability that is defined by the structure, content, and
process of an organizations engagement with the
dispersedknowledge of individuals-the Crowd” [22, p2].
This definition considers crowd capital as knowledge
resources because the theory of crowd capital was
originally developed in the context of knowledge
sourcing. Later, it was extended to refer to abroad range
of organizational resources, including knowledge, funds,
opinions, etc., generated from IT-mediated crowds [22,
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27]. Thus, it can capture research contexts that are
closely associated with the engagement of an IT-
mediated crowmd, such as  Crowdsourcing,
Crowdfunding, and Open innovation platforms.

Although crowd capital isan organizational resource,
it is different from other types of organizational
resources, such as the well-known social capital, in the
sense that it does not require the network of
relationships hold by organizations and it is based on
dispersed and unique resources possessed by IT-
mediated crowds [22]. Actually, it isthe key benefit that
organizations seek from IT-mediated crowd
engagement [25], and is the outcome or potential
outcome of engaging IT-mediated crowds [22, 26]. In
the context of crowdfunding, the funds successfully
raised from the crowds are the outcome of the crowd-
engagement for fundraisers. Therefore, the theory of
crowd capital is also applicable to explain the process of
fundraising, and the degree of project success could be
considered as the key crowd capital in this context.

The theory of crowd capital is a process theory;
howewer, it proposes two critical conditions for crowd
capital  generation—crowd capability of the
organization and dispersed resources of the crowd.
Crowd capability refersto an organization’s capability
to engage the IT-mediated crowds, including three
dimensions: structure—what information technology
will be used, content-what resources are sought, and
process-how to obtain desired sources [22, 23]. The
antecedents studied from capital-seeking agent
perspective in prior literature can be categorized into
crowd capability of fundraisers. For example, project
design strategies can be considered as the process
dimension of crowd capability because fundraisers
acquire funds through different ways of design.

In addition to crowd capability, another
indispensable antecedent condition is the ‘dispersed
resource’ embedded in the crowd [22, 27]. The crowds
possess dispersed and unique resources, and are
expected to aggregate their resources to organizations.
On the crowdfunding platforms, the crowds contribute
their resources (e.g., funds) through their participation
behaviors. Therefore, crowd participation is significant
for crowd capital generation of fundraisers. The
objective of this study is to explore the role of crowd
participation onthe degree of project success.

As stated, there are three ways a crowd can
participate in the crowdfunding platforms, and show
interests in and devote resources to projects, namely
funds pledge, popularity creation (i.e., clicking like),
and on-site communication (i.e., giving comments and
receiving responses). With funds pledge, the crowds
support crowdfunding projects substantially and help
projectsto be successful by achieving funding goals and
by getting more funds after the projects have successful

reached the initial funding goals. Besides, the crowds
can also participate through the usage of on-site social
functions, suchas clicking “like” buttonand interacting
with fundraisers. These on-site social functions
represent the popularity of projects and help the crowds
communicate with fundraisers. Our study focuses on
these three specific ways, and intends to investigate the
effects of crowd participation on the degree of project
success. The researchframeworkis depictedin Figure 1.

Dispersed Resource—Crowd
Participation

Funds Pledge

Crowd Capital

~a/ Degree of Project
Populrty /@

On-site
Communication

00

Control Variables

Crowd Capability

Figure 1. Research Framework

3. Hypotheses Development

3.1 Funds Pledge

Funds pledge is the most fundamental behavior of
the crowds on the crowdfunding platforms. This
behavior is studiedin prior literature to explore howand
when the crowds pledge. The studies of equity-based
and lending-based crowdfunding platforms find that the
crowd will manifest a herding behavior when they
decide to pledge funds on a project [33]. Given that
financial return is the major expectation in these
platforms, following others is a rational way for
individuals to look for high quality projects. This
implies that a project with high degree of success will
attract more funders.

Howeer, it is observed in the study of donation-
based crowdfunding platforms that a crowding-out
effect may occur when individuals perceive others’
contributions on a project as sufficient [2]. That is,
individuals would decrease their contributions when
others have already contributed more to a project and
turn to other projects with less success [6]. This is
because the crowds participant in donation-based
crowdfunding platforms for the purpose of helping
others without tangible or financial rewards [6, 29].
Accordingly, it implies that a project with a high degree
of success may not be necessary the project attracting
the largest amount of funders.

The focus of this study is the reward-based
crowdfunding platforms, on which funders do receive
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tangible rewards but not as sensitive as financial
rewards. Hence, the funders’ pledge behavior on these
platforms must be different from that of equity-based or
donation-based crowdfunding platforms. Their goals in
participating reward-based crowdfunding platforms
include both seeking rewards and helping project
initiators [10]. Previous studies have obtained mixed
findings about the funders’ pledge behaviors on reward-
based crowdfunding platforms. Some studies indicated
that funds pledge behavior occurs when the crowds find
the projectalready to have high degree of success [17,
30]; while others found the opposite results that the
crowds will pledge the projects with less success
presumably out of goodwill or benewolence to help
others [16]. Withit in mind, we postulate that the effect
of funds pledge on the degree of project success should
be mixed.

Specifically, at the early stage, a project that has
already obtained the set funding goal will continuously
attract funders, because the initial success signals the
good quality of the project and indicates the high
probability that the project will keep its promises. Thus,
it will attract more funders to pledge funds. Later, when
a project has received funds largely exceeding its set
funding goal and even become a blockbuster project, the
crowds may turn to other similar projects with less
success. Since the crowds are able to check the status of
the project from the very beginning to its completion,
they would like to choose those projects that are either
approaching or have just reached their funding goals.
This can help the project initiators to successfully raise
money on one hand, and can lower the probability of
losses to crowds on the other hand because these
projects either have higher probability of success or
have already achieved success in reaching the initial
funding goals. In a conclusion, we postulate that there
exists atipping point between the crowd participation in
funds pledge and the degree of project success: they are
positively related before the tipping point, while are
negative related after the tipping point. Therefore, we
hypothesize that:

H1: The crowd participation in funds pledge hasan
inverseU-shapedrelationshipwith the degree of project
success.

3.2 On-site Social Functions

Prior studies have recognized the effects of off-site
social communications on project success [3, 14]. In
addition to the functions to share projects into off-site
social network sites, crowdfunding platforms also
provide some on-site social functions, such as
popularity index (i.e., giving “likes”) and on-site
communication(i.e., providing comments and receiving

responses). We separate these two functions according
to the number of parties involved. Specifically,
popularity creationonlyrequires the effort of the crowds
to click “like” button, while on-site communication
required the effort of both parties—the crowds give
commentsand the fundraisers respondto the comments.
In other words, on-site communication involves
interactions betweenthe crowds and the fundraisers, and
popularity creationonlyinvolves one party — the crowds.

By participating on these on-site social functions,
the crowds can also express their supports on the
preferred projects. These types of supports are different
from funds pledge in the sense, that they can either be
not related to any types of rewards for the crowds or
provide any substantial financial support for project
initiators. Therefore, their effects on the degree of
project success should also be studied separately from
funds pledge.

3.2.1 Popularity Creation. Popularity refers to the
concept of “widely liked” [4]. A person with high
popularity is considered as been perceived as having
high attractiveness and good achievement [37].
Similarly, the projects with high popularity are those
which are perceived by the crowds as having high
attractiveness. Crowdfunding platforms commonly
display a project popularity index (i.e., the number of
“likes” a project received), which indicates the number
of the crowds who think that the focal project is
attractive and have good quality. The crowds can click
the “like” button to express their support for their
preferred projects, which in turn create popularity
indexes of the projects.

The popularity of a task predicts its success [15].
Therefore, we also expect that a project’s popularity
helps to promote the project. When a project is more
popular, it can attract more attentions, has more
potentials to receive substantial financial supports, and
could receive more funds even after it achieves its
original funding goal. Thus, we hypothesize that:

H2: The crowd participation in popularity creation
is positively related to the degree of project success.

3.2.2 On-site Communication. Another on-site
social function is the on-site communication,
representing as giving comments to and receiving
responses from fundraisers on crowdfunding platforms.
It allows the crowds to interact with current and
prospective project fundraisers. For instance, they can
respond to project fundraisers by leaving comments or
feedbacks, and the fundraisers can respond to the
comments. This feature enhances the interaction
between the crowds and the fundraisers.
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Previous studies in other contexts, such as new
product development, indicated the motivating role of
communication [7, 12]. Similarly, studies on
crowdfunding shows that the frequency of
communicationbetweenproject fundraisers and funders
positivelyrelates to the volume of fund raised[32]. Thus,
we also expect that the more the crowds involve in on-
site communication, the higher the funds the project can
raise even after it reaches its funding goal. Accordingly,
we hypothesize that:

H3: The crowd participation in on-site
communication is positively related to the degree of
project success.

4. Methodology

4.1 Data Collection

We  collected data from  zhongchou.cn
(http://www.zhongchou.cn/), one of the biggest reward-
based crowdfunding platform in China. Zhongchou.cn
provides an online crowdfunding platform which
enables companies to issue calls for funds ower the
internet and receive small investments from registered
users in return. It is similar to Kickstarter, and is a
typical reward-based, All-or-Nothing Crowdfunding
model. Launched in 2013, Zhongchou.cn has become
one of the largest online crowdfunding platforms in
China. By the end of May 2016, there are 16,846
projects in total which have selected Zhongchou.cn to
raise funds. About 887,923 funders participatedinfunds
pledge, and more than 180 million RMB has been
pledged. It provides a platform for companies to post
and promote their projects, and to interact with funders
or potential funders. Users on the platforms can pledge
a project, “like” a project, and post comments about a
project.

Our major focus is the degree of project success
rather than the possibility of success, thus we only
collect data from those projects that have already
succeeded. We collected projects in Zhongchou.cn
before Feb 2014. To ensure the sample include only
successful projects, we selected projects which
completed over 100% that is an indicator for success.
There were 1513 successful projects. The collecteddata
was cleansed before being processed as per the
requirements of our study.

4.2 Measures
The degree of project success. It is defined as the

total amount of funds a project can obtain after it is
already successful (after reaching its initial funding

goal). However, projects differ in the volume of funds
that they ask for, it is inappropriate to directly
operationalize the degree of project success as the total
amount funds. This study operationalizes it as the
percentage of reaching the funding goal of a project,
which is the ratio of the received funds and target
funding goal (as shown in the formula below). We use
its log transformation because of its skewness.

ReceivedFunding; )

DegreeofProjectSuccess; =In( -
CrowdfundingGoal,

Funds pledge. The platform enables the crowds to
pledge in projects based on their preferences. Users can
choose the amount they plan to pledge in a particular
crowdfunding project. In this study, the crowds’
behavior of funds pledge is operationalized as the total
number of funders in a particular project.

Popularity Creation. InZhongchou.com, the crowds
can give “like” to a project if they perceive the project
as a good or attractive one. Therefore, the crowds’
behavior of popularity creation is operationalized as the
total number of “like” a project receives.

On-site communication. The crowds can give
commentstoacertainprojectiftheyare interestedin. In
turn, fundraiser can respond to the comments to interact
with the crowds. Since fundraisers’ responses are direct
under the comments they want to respond, we thus
operationalize the crowds’ behavior of on-site
communication as the total number of comments a
project has received.

Crowdfunding Goal. Each project has a target goal
that it wants to achieve. Therefore, the crowdfunding
goal is operationalized as the total amount a project
seeks to raise.

Max Pledge and Min Pledge. The projects will set
the reward scheme which includes different levels of
backing price. By selecting a level of backing and
funding on it, the crowds can obtain corresponding
rewards. Max pledge and Min pledge are
operationalized as the maximum backing price and the
minimum backing price in the reward scheme,
respectively.

Non-profit pledge. In addition to fund with
expectation of rewards, many projects offeran option to
fund without any profit or returns through pledging a
small amount of money (such as RMB1). The funders
who only have little interests inthe projects but want to
help the project initiators would like to choose this
option. We operationalized the crowds’ behavior of
non-profit pledge as the total number of pledgers who
select to pledge this option ina particular project.
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Table 2 Descriptive Statistics

heteroscedasticity. The Koenker results (x?=10.873 with
p=0.209) indicated that heteroscedasticity is not exist in
this study.

Table 3. Results of the Regression Analysis

Min Max Mean Std.
Variables Deviation
Ln(projectsucces

0.0 8.76 4.94 0.56
5)
On-site

1 1746 38.34 107.22
communication

Std Hypothesis
Parameter B Etrrbr Test
df | Sig.

Funds pledge2 -0.416 0.000 1 0.007

Funds pledge 0 | 39561 | 107.34 | 1042.71 Funds pledge 0.473 0.000 1 | 0.000
Crowdfunding 520000 Popularity -0.028 0.000 1 |0.219
coal 100 . 32592.59 | 204802.02 :
oa Sonr;]srﬁﬁmcaﬂon 0310 |0000 |1 |o0000
Popularity 0 7408 | 216.75 512.23 :
Non-profit gg‘;‘f’df“”d'”g 0.174 | 0.000 1 | 0.000
0 17 0.12 0.90
pledge Maxpledge 0.012 0.000 1 | 0618
Max Pledge 200000 Minpledge 0.012 0.000 1 0.636
1.0 9930.71 | 65276.88 :
0 Nonprofitpledge | 0.014 0.015 1 0.575
Min Pledge 0.0 | 44999 | 182.73 | 1433.04 R Square = 0.117 (df = 8)

5. Data Analysis and Results

We used an ordinary least square (OLS) method to
analyze our data by using SPSS. We performed panel
data random effects regression with robust standard
errorand pooledover ordinary least square analysis with
standard error clustered by user. Clustered standard
errors can control for potential heteroscedasticity. To
test the inverse U-shaped effect of crowd participation
in funds pledge, we included the quadratic term of funds
pledge into the regression formula—fundspledge?. The
regression formulais presented below:

DegreeofProjectSuccess=p, +B, *Fundspledge’ +B,*Fundspledge
+B,*Communication+,*Popularity+p,*FundingGoal
+B,*NonProfitPledge+p,*Maxpledge+B;*Minpledge

Where Fundspledge? refers to the square of number
of funds pledge, Fundspledge refers to the number of
funds pledge, Communication refers to the total number
of comments, FundingGoal refersto the total amount of
a project target, Maxpledge refers to the maximum
backing price in a project’s reward scheme, Minpledge
refers to the minimum backing price in a project’s
reward scheme, and NonProfitPledge refers to the total
number of pledgers who don’t expect any rewards.

In this study, crowdfunding goal, Maxpledge,
Minpledge, and NonProfitPledge were included as
control variables, which represented the crowd
capability of fundraisers. Before conducting data
analysis, Koenker statistic was used to check

The results of the regression analysis are
summarized in Table 3. The resultsindicatedthat crowd
participation in funds pledge had an inverse U-shaped
effect on the degree of project success with significant
coefficients on both quadratic term of funds pledge (p =
-0.416,p<0.01) and funds pledge (p =0.473,p < 0.001),
supporting H1. The results also suggested that on-site
communication had a significant positive effect (B =
0.310, p<0.001) onthe degree of project success. Thus,
H3 is also supported. Surprisingly, our results indicated
that popularity creation did not exhibit any significant
effect (B = -0.028, p > 0.05) on the degree of project
success, not supportingH2. Overall, crowd participation
in funds pledge and on-site communication explained
11.7% of the variance in the degree of project success.

A summary of hypotheses resultsare shown in Table
4 that H1 and H3 are supported and H2 is not supported.

Table 4 Summary of Hypotheses

Hypothesis Variables Support

H1 The crowds’ participations

in funds pledge has an inverse
U-shaped relationship with the
degree of project success.

Fundpledge | Supported
2

Fundpledge

H2 The crowds’ participations Popularity Not

in popularity creation is supported
positively related to the degree

of project success.

H3 The crowds’ participations On-site Supported
in on-site communication is communicat

positively related to the degree ion

of project success.
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6. Discussion and Conclusion
6.1 Key Findings

This study aims to explore the antecedents of the
degree of project success through the perspective of
capital-giving agents—the crowds. Drawing upon the
theory of crowd capital, we constructed the degree of
project success as a key crowd capital sought by
fundraisers in the crowdfunding context, and indicated
the critical role of the crowds. We then focused on the
crowd participation through which the crowds can exert
effects oncrowd capital generation (i.e., to raise more
funds). Three ways of crowd participation were
identified, namely funds pledge, popularity creation,
and on-site communication.

First, our empirical results indicated that the crowd
participation in funds pledge had an inverse U-shaped
relationship with the degree of project success. Funds
pledge is the major way to generate crowd capital—
raising more funds. Previous literature revealed mixed
findings that some studies indicated that funds pledge
occurred by herding, i.e., following others’ pledge
behaviors, implying that a project with high degree of
success would attract more funders [17, 30]; while
others found the opposite results [16]. Our work
reconcilesthisinconsistency ofprior studies on funders’
participation in reward-based crowdfunding platforms,
and finds out that there should be a tipping point.

Second, in addition to funds pledge, the crowds can
also participate through some on-site social functions.
Our results for on-site social functions indicated that on-
site communication was found to hawve positive
influence on the degree of project success. This is
consistent with prior literature of crowdfunding that
higher frequency of communication between project
fundraisers and funders leads to larger volume of funds
generated [32] even the projects have already reached
the set funding goal. This finding is consistent with the
effect of communication on other types of successes,
such as new product development [7, 12].

Surprisingly, the hypothesized effect of popularity
creation on the degree of project success was not
supported. This may be explained by the fact that
crowdfunding platforms are different from other
conventional social media platforms [9]. Hence, even
many people click ‘like’ on the projects, they may not
support projects by pledging funds so that they do not
substantially contribute to the degree of project success.
This result could also support the recent decision of
crowdfunding platforms in withdrawing the “like”
button.

6.2 Limitations and Future Research

This study also has limitations. First, unlike prior
crowdfunding studies that collect data from famous
platforms,such as Kickstarter, we tested our hypotheses
by crawling data from a reward-based crowdfunding
platformin China. It gives us some new insights but may
constrainthe generalizability of our results. Therefore,
future studies should replicate this study to other
crowdfunding contexts to ascertain our findings.

Second, we only investigatedthe direct effectsofthe
three ways of crowd participation on the degree of
project success. In future studies, other types of effects
should be considered. For example, popularity creation
and on-site communication may attract potential funders
and encourage them to pledge funds. Hence, these two
types of crowd participation may predict funds pledge
or exert effects on the degree of project success through
the mediation effect of funds pledge. Further, the
possible interdependencies among these three types of
crowd participation could be investigated, and some
conditional factors could also be explored.

Third, we operationalized crowd participation as a
count variable; that is, we utilized the number of
individuals to represent the crowd participation
behavior. This operationalizationis intuitive but ignores
some meaningful information. For instance, the specific
amount of funds that is pledged by each funder could
also be used to represent funds pledge behavior.
Furthermore, the number of comments was taken to
represent on-site communication; while the quality of
the comments, including the specific content and
valence, and the interactiondynamic between the crowd
and the fundraisers could also be used to represent on-
site communication. Future studies should employ these
aspectsof crowd participationinto considerationto gain
a more comprehensive understand crowd participation
behaviors.

6.3 Implications

This study has sewveral theoretical and practical
implications. First, this research contributes to the
literature of crowdfunding project success by studying
the degree of project success instead of the possibility to
succeed. Prior literature mainly takes the success as a
binary construct that distinguishes between success and
not success [3, 19, 32, 34, 35]. Howewer, ewery
fundraiser expects to raise as much funds as possible
even the original funding goal has been reached,
because new business ventures can be more smoothly
started up with more funds. Furthermore, a project with
high degree of successisalso critical ininfluencing both
the success of other projects and the entire
crowdfunding platform [18]. By exploring the
determinants of the degree of project success, we could
add new understanding to the extant literature of project
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success to develop further knowledge of projects that
are already successful and expect to pursue more
success.

Second, our work also contributesto the literature of
crowdfunding project success by drawing upon the
theory of crowd capital and examining the phenomenon
fromthe perspective ofthe crowds. As indicatedin prior
literature, crowdfunding is a two-sided market which
interlinks capital-seeking agents (i.e., fundraisers) and
an IT-mediated crowd of capital-giving agents (i.e.,
backers or funders) [13]. The existing project success
literature mainly explored the antecedents of project
successthroughthe perspective of fundraisers [3,19, 32,
34, 35]. However, the theory of crowd capital proposes
that the crowd capital—the resources (i.e., funds in the
current context) generated from an IT-mediated
crowd—depends on both capital capability of the
fundraisers, as well-studied in prior literature, and the
resource possessed by the crowds that has received less
attentioninthe literature [22-25, 27]. Our study takes an
early attempt in this direction, and enriches the existing
understanding of project success.

Third, our work advances the understanding of funds
pledge on the degree of project success. Although the
crowd participation in funds pledge is expected to
generate crowd capital, i.e., to raise more funds in the
current context, the findings in the existing studies
remain inconsistent and mixed. Specifically, On one
hand, some studies indicate that funds pledge is driven
by herding others’ behaviors [17, 30]. That is, a project
with high degree of success attracts more funders. On
the other hand, some other studies provide opposite
results that a crowding-out effect may occur in some
situations [16]. That is, a project with low degree of
success could attract relatively more funders. Our work
argues for an inverse-U relationship between funds
pledge and the degree of project success. In doing so,
we could reconcile the inconsistency and offer a
relatively new insight on the relationship between funds
pledge and the degree of project success.

Forth, our work also provides guidance to
practitioners. The initial objective of fundraisers is to
achieve their set funding goals. After that, the
fundraisers expect to raise more funds. Our study could
seta light to fundraisers about how a project with high
degree of success generate crowd capital from IT-
mediated crowds in the reward-based and All-or-
Nothing crowdfunding platforms. As our empirical
results show, there is a tipping point between funds
pledge and the degree of project success. This tipping
point indicates that the large amount of funders cannot
guarantee high degree of project success. Instead, they
should maximize the total funding amount within a
moderate number of funders. Despite of funds pledge,
the fundraisers should increase communications with

the funders, i.e., improve interactions with the crowd,
which in turn will have positive effect onthe degree of
project success.

In conclusion, the current study draws upon the
theory of crowd capital and focuses onthe effect of the
crowds, crowd participationin particular, on the degree
of project success. Three ways of crowd participation—
funds pledge, popularity creation, and on-site
communication—are identified and examined. The
former one is argued to have an inverse-U relationship
with the degree of project success; while the latter two
are expected to directly increase the degree of project
success. The empirical data validate most of our
argumentations. Our work enriches the literature of
crowdfunding on the project successand set a light for
future research.
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