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1. RESEARCH BACKGROUND AND TOPIC RATIONALE

Crowdfunding — as a form of social financing innovation — emerged between 2005-2010, and
since became a field of research of increasingly in-depth scrutiny along scientific lines of
inquiry — on the basis of surveys performed among a growing number of enterprises and the
statistics of the platforms. The topic is relevant as it pertains to the fundraising decisions of

enterprises today.

Economic and entrepreneurial development policies attribute the most significant economical
stimulus effect to the enterprises executing technology based innovation'. Therefore,
answering the question, how crowdfunding can be best utilized among these enterprises
comes of exceptional importance, with particular focus on reward-based crowdfunding,

considered one of the forms of pre-financing technological innovations by the ,,buyers”.

According to its better known definition, crowdfunding is a fundraising model which enables
private individuals or groups of persons to apply for financial support on online forums, for
cultural, social, or non-profit initiatives (Mollick, 2013) from a broad circle of small-sum
contributors instead of a narrow, sophisticated group of financiers. (Belleflamme et al., 2012;
Riedl, 2013) (Cordova et al., 2015). This definition is still focusing on cultural-social type
projects, but the model has been gaining ever greater popularity among product development

ideas as well.

According to Mollick’s 2014 enterprise-approach definition, crowdfunding is the
,compilation label of those efforts over the course of which individuals or groups with an
entrepreneurial perspective finance cultural, social and for-profit initiatives from a large
number of supporters with the involvement of a relatively small sum per individual, excluding

traditional financial intermediaries, through online solutions.” (Mollick, 2014, pp. 2.).

In its educational materials compiled for enterprises, the European Commission defines
reward-based crowdfunding as follows: — Individuals donate to a project or enterprises, in
consideration of which they expect that later on they receive some kind of non-monetary

reward for their contribution, such as goods or services.

Academic studies on the operation of crowdfunding initially have served the exploration of
the drivers of crowdfunding opportunities (4lemany-Bulto, 2004, De Buysere et.al. 2005,
Freund, 2010, Cumming et al.,2014, Agrawal et al., 2014). Subsequently, the refining of the

! product, process, technology (OECD, 2005)
22 Portuguese, 1 Polish, 2 French, 1 German.
® At the beginning of the questionnaire it was clarified that the whole survey was focusing on the reward based 2



understanding of crowdfunding and its system of recommendations has garnered ever
growing attention, as this alternative funding format is able to fill the gap in the funding of
small enterprises working on a shift in their developmental profile or not possessing a strong
enough financial background or developmental experience yet (Valanciene — Jegeleviciute,
2014, Cordova et al., 2015, Gleasure, 2015, Joenssen et. al., 2014). Knowhow continues to
lack as to how exactly it is worth adapting reward-based crowdfunding to the life-cycle of a
startup or developing enterprise (Cordova et. al, 2015) and the existence and combination of
which factors can enable an enterprise to anticipate a suitable outcome. The study of
innovation content and its correlation of technology-based projects have been published in the
work of just a few authors (Chan-Parhankangas, 2017, Mukharjee et al. 2017), yielding

significant room for the expansion of such knowledge.

As this alternative funding scheme provides an opportunity for the development of enterprises
and the financing of new jobs while skipping or supplementing (Katona, 2018) traditional
state and financial funding sources in the higher risk launch phase, its spread and success are
in the interest of all stakeholders. The dissertation focuses on reward-based crowdfunding as

it pertains to technology-based innovation projects.

Figure 1. The structural model of the doctoral research.

Knowledge and experiences of reward based
crowdfunding amongst Business Development
Professionals involved in the funding of
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2. DATABASES USED IN THE RESEARCH

2.1. CrowdBerkeley database — Year 2016 Kickstarter projects

Multiple databases have been downloaded from the CrowdBerkeley site of the University of
California at Berkeley in the beginning of 2018. A Kickstarter database from 2016 was used
for the purpose of the analysis, containing projects that have been launched after January 1

and concluded before the end of that year.

The data of more than thirty-seven thousand projects are located in the database, including
4,700 projects in the technology category. The issue raised by the research was aimed at the
characteristics of the crowdfunding of technology-based innovation projects, thus we viewed

these projects as the base population size.

A 200 element strong sample in the technology category was selected from this population,
which contained 50 unsuccessful and 150 successful (including 39 extremely successful)
projects. We subjected the sample to an in-depth expert inspection, over the course of which
an average of 2.2 evaluators had examined a given project. This enabled the near objective
quantification of the innovation content of each project, as well as the exploration of the
relationships and correlations between the outcome of the campaign, the outcome of the
project, and the post-campaign life of the enterprise two years thereafter. The 200 element
strong sample enabled the application of complex methods of statistical analysis, including

multi-variable regression and discriminant analysis.

On the basis of the academic literature, the analysis and quantification of innovation content

and the size of the analyzed sample are unique.

2.2. Primer research - Entrepreneurial funding expert interviews

As part of the research, between May and October of 2018, semi-structured in-depth
interviews with 20 interested parties of the Hungarian and international enterprise funding
ecosystem have been conducted. These had been conducted primarily with experts who
participate in the development of enterprises implementing technology-based innovation. 13

Hungarian, 6 European® and one American expert shared their thoughts, know-how and

22 Portuguese, 1 Polish, 2 French, 1 German.



experience on the role and applicability of reward-based crowdfunding. The interview
questions focused on how well known crowdfunding is — by the experts theirselves, and
amongst the enterprises they work with —, if advantages and disadvantages are known, also,
the adaptation of the funding format, and its competitor or complementer role as compared to
traditionally known entrepreneurial funding opportunities. Replies given by the experts have

helped map precise cases of recommended uses of the application as well.

According to their institutional background, the responding experts represented the venture
capital, incubator and accelerator houses, as well as the academic innovation ecosystems. On
the average, the responders possessed professional experience of 12 years — 2 at a minimum,
45 maximum, generally 8-15 years - in the field of financing and developing enterprises. Of
them, 12 individuals (60%) were directors, founders or owners of the represented institution,

possessing practical investment or corporate evaluation experience.

Their responses, due to, in particular, their relatively large proportion as compared to the

Hungarian ecosystem, gave a result that can be considered a relevant overview.

2.3. Primer research — Entrepreneur questionnaire survey

General know-how and opinions associated with the utilization of reward-based
crowdfunding have been explored through a questionnaire survey among those entrepreneurs
— and private individuals possessing an entrepreneurial spirit — who had already launched
technology-based projects or are thinking of doing so. Questionnaires were sent to more than
400 Hungarian and international enterprises, from which responses arrived between July 1
and September 1 of 2018. Having obtained a response rate of 5%, a total of 20 questionnaires

have been processed.

60% of responders were Hungarian; the remainder were filled out by Finnish, Polish,
Portuguese, German, Italian, Swedish and French entrepreneurs. A quarter of responders have
already launched crowdfunding campaigns, of whom the campaigns of two persons were
elements of the 200 element strong Kickstarter database examined over the course of the

study.

The number of observations were relatively low, thus the entrepreneurial questionnaire results
were primarily applied over the course of the evaluation of the hypothesis to provide

refinement of the analytical results of the database.

In either case, the studied databases are not to be considered representative.



3. METHODS USED

The methodology that was utilized over the course of laying the foundation of the study and
the development of the hypotheses was research in the academic literature. A non-
systematically compiled, large number of academic literature sources — more than 150 — had
been processed. The academic foundation of crowdfunding is relatively recent (Alegre-
Moleskis, 2016); similarly, it has only been a few years since structured data collection on
crowdfunding has come into existence, thus a significant portion of sources have come into
being just within the last 10 years. Academic literature providing guidance on management,
innovation and technology management, project management, and financing go back to
earlier periods (Schumpeter, 1911, Drucker, 1985, Pataki, 2005, Gorog, 2003, Mészaros,
2002). Of primer research methodologies, surveys utilizing interviews and questionnaires had

been applied.

In the interest of learning of the knowledge, perspectives and experience on crowdfunding of
the stakeholders of entrepreneurial financing, semi-structured in-depth interviews had been
conducted. Responses given to structured questions have been subsequently clarified,
typically by text analysis, to a small extent by content analysis (Babbie, 2008), which enabled
the classification and analysis of the collected information. In the interest of ensuring the
expertise in special fields and those asked, the selection of the prospective responders had

taken place through recommendations, via snowball sampling (Babbie, 2008).

Over the course of the Entrepreneur Questionnaire Survey, an English language, on-line,
unassisted questionnaire (Babbie, 2008) had been sent to the entrepreneur ecosystems and
groups, with language that took into account the characteristics and knowledge of the target
group. Adapting to the nature of the studied subject field, closed-ended, semi closed-ended,
and open-ended questions had been posed. Naturally, the questionnaire began with ,,warmup”
questions and demographic questions, and affected the position and funding opportunities of
the enterprise and the prejudices, opinions, and experience of the entrepreneur pertaining to
crowdfunding in a separate section. In case of certain questions on importance and strength of
effects, a 4 point attitude scale ,,forcing” an unequivocal position was employed. The
avoidance of errors in content, format and logic was ensured by edits on the basis of

experience of 5 responders. Their responses had not been analyzed.

The analyzed database was built upon the information stored in the CrowdBerkeley database,

which has been expanded in three ways to comply with study requirements.



(1) In the interest of adapting to the objective of the study, derived data from secondary data —
that could be accessed in the original database — have been generated; derived variables
included contribution amount per single supporter, the length of the campaign, % of funding,

and the country of launch.

(2) New variables have been defined to record the results of the expert content analyses of the
campaigns. Of the newly established variables, the indicator of innovation content is of
exceptional importance — it has captured the appearance of 8 consumer utility dimensions
(Kim- Mauborgne, 2000) with the aid of binary variables, and also took into account whether
the enterprise has already submitted a patent application, and the non/for profit nature of the

campaign.

(3) The examination of Kickstarter founder profiles required additional research and data
gathering and the categorization of supporter comments. In the event of missing information
in connection with the operation of the enterprise, its size, and the availability of its product,
information filtered on the basis of searches on Linkedin, Bloomberg and Google searches
have enabled the completeness of the database. Research and analysis conducted under
Sections (2) and (3) had expanded threefold the circle of analyzable variables associated with

a given campaign.

Multi-variable statistical methodologies have been employed over the course of the analysis

of the 200 element strong project database.

I performed the analysis of the relationships and correlations between individual variables and
changing groups in accordance with research methodological recommendations (Malhotra,

2002, Fiistos, 2010, 1985, Kovdcs, 2014).

In case of the examination of the relationships between the variables measured on ordinal
scale, I employed cross-tabulation analysis — thus, for example, when examining the first
hypothesis, over the course of the analysis of the correlation between the type of founder actor
and the categorized result variables of the campaign. Over the course of the examination of
the correlation between the quality indicators of the innovation content and of the campaign
as measured on a ratio scale, and the result variables showing the success of the campaign and
the descriptive parameters of the campaign, multi-variable regression and discriminant
analysis had been employed, while over the course of the study of the relationship between

individual indicators and a given result variable, /inear regression had been used.



4. DISSERTATION RESULTS

The objective of the study was to fill in gaps in the applicable recommendations and know-
how in entrepreneurial crowdfunding and contribute to the financial toolbox of technology-
based innovation projects, as well as explore new correlations between the innovation content
of crowdfunding campaigns and their respective outcomes. This objective has been achieved
through four hypotheses. The theses were supported through the examination of multiple
subpoints. In all cases, the academic literature research and conducted primer research, as
well as the correlations detected over the course of the database analysis were jointly taken

into consideration.

4.1. Reward-based crowdfunding is a recommended tool in the early stages of
enterprises planning to introduce technological innovation

Based on a review of the academic literature, crowdfunding definitely appeared to be a
corporate financing alternative of note; however, its system of recommendations was even
less developed, particularly as it pertained to technology-based innovation projects. With the
first hypothesis, the place and role of reward-based crowdfunding is getting clarified,

expressed as follows:

H1: Reward-based crowdfunding has a place among corporate funding sources during
the initial stage of the life of enterprises that are built on technology-based innovation or

are implementing the same.

a) Crowdfunding is a relevant supplement to traditionally available corporate

financing formats.

In case of the questions regarding the role of crowdfunding in technology related innovation
projects ,,To what extent can crowdfunding be considered a complementary source or a
competitor of the traditional financing methods?” all of the responders considered it to be a
complementary source that can extend the number and volume of the financial resources
being available for the enterprises. 85% of responders thinks that the (reward based’)

crowdfunding has advantages compared to the traditional financing methods.

® At the beginning of the questionnaire it was clarified that the whole survey was focusing on the reward based
crowdfunding of technology related innovation projects so it was not explicitly mentioned at each question.



b) Reward-based crowdfunding plays an outstanding role in the initial stage of the

life-cycle of enterprises implementing technology-based innovation.

As far as the question of which life cycle stage of a technology based innovation planning
enterprise does reward-based crowdfunding assume exceptional importance, 35% of experts
named the pre-seed stage. 25% opined that its application could be recommended in the pre-
seed and seed stage, 30% positioning it in the seed stage, while according to one responder, its
application can be recommended in every stage of the life of the enterprise (even in the
growth and maturity stage). 60% of responders had unequivocally named the early stage as

the optimal period of application.
¢) Reward-based crowdfunding can be a competitor to traditional funding sources.

As far as the question of whether reward-based crowdfunding can be a competitor of
traditional funding sources or if it can replace traditional sources over the long term, 60% of
responding experts have given an unequivocal, categorical negative response. 30% of experts
considered it conceivable, however, that it can entirely replace certain traditional funding
sources in technological developments. At this time, the 3F-s, bank financing, venture capital,
as well as angel investor capital had all been checked. 10% of responders — even though they

had not given a categorically negative response — had not considered it a likely outcome.

This subpoint helped to clarify the relationship of crowdfunding and traditional methods, it
confirmed its complementary nature while stating that it does not replace the traditional

sources — according to the responders.

d) Reward-based crowdfunding is capable of replacing other, traditional
entrepreneurial funding sources that would be utilized by enterprises implementing

technology-based innovation.

Even though the majority of experts have agreed that reward-based crowdfunding cannot be
competitor to traditional funding sources, 95% of them named at least one traditional funding
source that could be replaced by this fundraising method. Every third responder had

voluntarily named at least two such funding sources.

According to 35%, in some cases, the application of reward-based crowdfunding can replace
the inclusion of venture capital. 25% each marked bank financing, angel investor capital, and
3F sources. 10% each marked bootstrapping and funding sources provided by business

incubators, which could be replaced by crowdfunding.



According to 30% of entrepreneur responders, crowdfunding could be capable of covering the
entire funding requirements of a startup enterprise launching with a technology-based project.
According to 60%, it is worth combining it with other funding sources, as the application of
other sources could garner other advantages; 10% stated that it could be suitable for the
funding of a project, but it cannot cover the cost of launching the enterprise. The opinion of
the entrepreneurs — that it is capable of replacing other funding sources, while at the same
time it is worth combining it with them — matches the opinion of entrepreneurial financing

experts.

e) The successful reward-based crowdfunding campaign of an enterprise planning to
implement technology-based innovation positively influences the continued

funding opportunities of the enterprise.

According to 95% of experts, prior to fundraising, the evaluation of the enterprises was
positively impacted having launched a reward-based crowdfunding campaign in the past. For
close to half of responders, the fact itself that the enterprise had had its idea weighed on some
kind of for-profit platform could be adjudged positively even if that effort had not succeeded.
According to a significant proportion of financiers, after a successful campaign, enterprises
can obtain funding subject to unequivocally better terms from even the traditional players,
thus they considered it decidedly a recommended course of action prior to, for instance, the

inclusion of more significant venture capital funding.

f) Reward-based crowdfunding can translate into a point of entry in the process of

becoming an entrepreneur.

The aim of the subsection was to explore the potential significance of crowdfunding in
advancing the cause of becoming an entrepreneur. Does it truly ,,democratize” this
transformation and assist many on starting out on this path? Expert opinions split the most on
this topic. Two of 20 responders did not offer an opinion, with the remainder of the responses
split equally among affirmative and negative positions. According to 20% of experts the
answer is yes, crowdfunding utilization can be a gateway to the process of becoming an
entrepreneur. 10% claimed not at all, with 25% stating ,,more likely yes”, and 35% ,,more
likely no”, thus by combining the categories, the ratio of affirmative to negative responses is

45-45%.

80% of entrepreneur responders agreed with the claim of that a successful campaign would

motivate them to launch their enterprise. 50% agreed completely, 30% partially. 15% of

10



responders did not agree with the claim. In the case of this subsection, the responses of the

responders were much more positive than expert statements.

Based on the empirical results of the research, it can be stated that reward-based
crowdfunding is an important supplement in the financing of enterprises planning technology-
based innovation, it can be a real alternative to known enterprise funding sources, advancing

entrepreneurial development and expanding the circle of available funding sources.

4.2.Innovation content present in the campaign has a positive impact on campaign
success

To date, just two authors have examined the correlations between the innovation content of
reward-based platforms campaigns and the success of the campaign in the context of
technology based projects. One of them had established the radical or incremental nature of
innovation and presented its implementability®, as factors that influence campaign success
(Chan — Pahrankangas, 2017), while Mukherjee et. al. (2017) had employed a text analysis
application to determine whether the appearance of terms pertaining to innovation or utility
content result in changes insofar as the campaign outcome is concerned. In the case of this
doctoral research, the objective measurement of innovation content was enabled by expert
evaluation, which measured innovation content with the number of consumer utility
dimensions appearing in the campaign on an interval scale of 0-8. This was supplemented

with information regarding the existence of a patent or patent application.

H2: Over the course of the crowdfunding campaigns of technology-based innovation
projects launched on Kickstarter, the innovation content of the projects is a relevant
factor from a campaign outcome perspective.

Employing a regression model, I compared the role of the innovation indicator with other
variables influencing a successful outcome that are mentioned in the academic literature.
These variables included the length of the campaign (Mollick, 2014), the requested campaign
sum (Mollick, 2014, Belleflame et al., 2014, Agrawal, et al., 2014), and the quality indicators
of the campaign (which contains, among other, whether the campaign possesses a video

(Mollick, 2014, Petitjean, 2016) or if it shares personal anecdotes). I performed a multi-

* Independent, private individuals not familiar with the topic performed the content analysis through a paid
platform, based on a list of questions compiled by the researchers.
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variable regression to do so, where the dependent variable was successful campaign outcome

(binary variable).

The model had an 82% success rate in estimating the success of a given campaign. The of
innovation content indicator that captures the utility dimensions and the existence of patents
proved to be significant as well on 5% significance level. Its per unit change improved the

probability of the campaign being in the successful group by 70%, in the analysed sample.
a) Innovation content positively influences the success of the campaign.

Based on the results of the cross-tabulation analysis, there was a significant, positive, weaker
than average relationship detectable between innovation content and the success of the

campaign, similarly in the following sections from b) to d).

b) The higher the number of utility dimensions in which the emphasis of innovation
of the product or service appears, the higher the level of funding that can be
achieved over the course of the reward-based crowdfunding of technology-based
innovation projects.

c) The higher the number of utility dimensions in which the emphasis of innovation
of the product or service appears, the higher the number of supporters of a given
project;

d) The higher the number of planned utility dimensions in which the emphasis of

innovation of the product appears, the higher the amount of donations achieved.

As a methodological experiment, I also examined the effect of given utility dimensions
through discriminant analysis® to measure the level of success of the campaign. In itself,
knowledge of the 9 variables improved the probability of the correct classification of the
outcome of the campaign by 20% (to 44%) in the ,disinterested®”, ,unsuccessful”,
,successful”, ,.extremely successful” categories. When the campaign had to be classified into
just the successful or unsuccessful binary variable interpreted outcomes, the binary regression
model successfully assigned the campaign 80% of the time, exclusively on the basis of

knowing the innovation content indicating variables.

Based on the analyses, a significant and detectable positive correlation exists on a statistical

level as well between innovation content and the success — and its variables - of the campaign;

> Taking into consideration that in case of certain variable types the models can underestimate the real degree of
the correlation between variables due to the prerequisites not being fulfilled.
® Campaigns not supported by anybody.
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I was able to accept the H2 hypothesis, including all of its subsections. This relationship is
relatively weak, however; in the examined sample, the development of innovation content had
not shaped the outcome of the campaign in a particularly robust manner, and in and of itself is
either not capable of forecasting campaign outcome, or at most in a limited fashion. However,

higher innovation content was specific for the extremely successful campaigns.

4.3.The success of the crowdfunding campaign is a positive indicator as it pertains to
the two-year survival of enterprises

H3: The success of reward-based crowdfunding is a positive indicator of the successful
survival of enterprises implementing technology-based innovation (the enterprise
continues to exist two years after the project)
I used cross tabulation analysis to examine the relationship between the success of the
campaign (category), the initiators (enterprises or entrepreneurs) activity after the project, the
later availability of the product, as well as the relationships generated from these variables.
Between the indicator of campaign success (and their categories) and the post-campaign’
(whether the product is available for order and the activity of the founder two years after the
campaign) of the project or enterprise on the basis of the Somers’ D scale (a dependent
variable as it pertains to the post-life of the project) is statistically significant, with a rather
weak but positive relationship.
The results of the cross-tabulation analysis supported the following conclusions:
a) There is a relationship between the success of the campaign and the 2 year survival
(activity) of the enterprise.
b) There is a relationship between the success of the project and the 2 year survival
(activity) of the enterprise.
c) There is a positive correlation between the success of the campaign and the post

two year availability of the product.

Examining the two year post-campaign survival of the initiators, the proportion of enterprises
in the 2-10 person category was 8% higher as compared to the average 70% survival rate
(McIntyre, 2018), which suggests that the survival indicators of the enterprises develop more
favourably — even if not largely so — among those players who had launched crowdfunding
campaigns before. Among enterprises that employed more than 10 employees in the sample,

the survival rate was 92%.

7 As it is possible that the project continues to exist but the enterprise transforms, and the reverse as well.
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Taking into account that on the basis of their staff count they had not launched the campaign

in the year of their founding, this proportion is exceptionally high.

Its exploration was interesting because there is a need of indicators that can reduce

uncertainties about the survival of enterprises over the course of entrepreneurial development.

Based on the examined sample, we can state that the comprehensive success of a reward-
based crowdfunding campaign — the number of supporters, the achieved donation amount, and
the percentage extent of overfinancing — can contribute to an estimation of the latter survival

of the enterprise.

4.4. Awareness of the campaign’s quality indicators reduces uncertainty regarding
the outcome of the crowdfunding project

One of the ,,childhood illnesses” of reward-based crowdfunding is that, in many cases, a
successful campaign does not go hand-in-hand with successful delivery/performance to the

supporters.

This can be interpreted as a kind of moral risk, an exhibition of the principal-agent problem
between the campaign founders and supporters; in many cases, however, the campaign
initiator simply cannot realistically estimate its time and cost requirements that arise over the

course of preparation of manufacturing, manufacturing, and shipping.

In the interest of avoiding the risks of ,,non-delivery” and ,,product of inadequate quality”, the
supporters strive to favour projects that do not appear to be radically innovative (Chan —
Pahrankangas, 2017), and are receptive to the existence of certain factors — such as the
accessibility of the video, the number of social proofs, and communications, all of which
presumably reduce risk. I employed multiple methods to examine the relationship between
quality indicators and the success of the crowdfunding project (delivery and supporter
satisfaction). Examining the relationship between variable via cross-tabulation analysis, the
relationship between the two variables was significant, but weak. This enabled the acceptance
of the hypothesis, to wit:
H4: The quality/trust indicators of the campaign forecast the success of the Kickstarter
project (the implementation and quality of delivery).

a) There is a relationship between the quality/trust indicators of the campaign and the

success of the project.

b) There is a relationship between the quality/trust indicators and delivery.

14



c) There is a relationship between the quality/trust indicators of the campaign and the
satisfaction of the supporters.

There was a significant, positive correlation between trust indicators and the success of the

campaign, having examined the relationship between the success of the campaign and the

quality indicators through a binary regression model. In other words, all-in-all the sample

shows that projects possessing better quality indicators conclude the campaign with better

results.

Based on the results of the cross-tabulation analysis, the existence of these indicators are only
mildly differentiated when it is time for the delivery of the promised product; the relationship
between quality indicators, the two year survival of the enterprise, and the availability of the

product was likewise weak.

5. SUMMARY CONCLUSIONS

One of the most significant results of the study is that in comparison with earlier analyses, it
provides guidelines prepared with academic rigour to the development of a substantially more

accurate system of recommendations regarding the use of reward based crowdfunding.

The analyzed academic literature lacked such detailed evaluation of innovation content, and

the perspective of entrepreneurial financing also has been given reign in this format.

The study of innovation content enabled me to seek out correlations between previously
unanalyzed information pertaining to the success of the technological projects of the

enterprises.

Over the course of answering the study’s questions, the system of perspective and know-how
of practicing entrepreneurs and institutional investors have assumed the foreground, which
has made preconceptions, perceptions and experience associated with reward-based
crowdfunding transparent, with particular focus on clarification of the objective and timing of

the application.

On the basis of my research, I formulated the following summary conclusions in the field:

15



a) Reward-based crowdfunding — in the appropriate case of application — is a
good and recommended tool for enterprises initiating a technology-based

project.

As the result of a well-prepared, conscious decision, as compared to traditional funding
sources and smart capital, a successful reward-based crowdfunding campaign can offer a
larger consumer base, international renown, and a cheaper fundraising opportunity. Additional
research studies are justified on the appropriate cases of application, but on the basis of this
study we can define it as the following: an enterprise that is prepared for manufacturing and
possesses sufficient capital and/or abilities, can develop the product or service garnering
advantages that are comprehensible and tangible to the customer, and implement the
campaign at a high quality, with quality content and intensive communications activity, is

recommended to use this funding alternative.

b) In case of early stage enterprises, initiating technology-based projects,
reward-based crowdfunding can be a good supplement to traditional funding
sources, providing advantages to the enterprise and subsequent financiers
alike. It can significantly reduce risks associated with the development of the
enterprise and innovative solutions, both for the enterprises and the financing

institutions.

Compared to other crowdfunding models, in case of the reward-based, the supplemental

aspect is most obvious as compared to traditional enterprise financing tools.

One of its greatest advantages lies in easing the product concept validation, on a quick,
effective way, covering a broad geographical area. During the pre-seed period, launching a
campaign on a reward-based crowdfunding platform — over the course of the building of the
prototype —, reduces the risk of loss in time and effort invested into unsuitable market
potential, and can assist redesign efforts. A successful campaign improves the situation of
capital investors and financiers by reducing the listed risks. It improves the bargaining
position of enterprises over the course of fundraising and reduces the risk of principals arising

on the side of the capital investors.

Pursuant to stakeholder interviews, Hungary also possesses the entrepreneurial circle for
whom this opportunity would be explicitly useful, but fearing failure, or overestimating
resource needs, they do not take advantage of the opportunity. Not familiar with the

conditions of launching a campaign, other enterprises — as it is genuinely difficult to obtain
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information in the field that is objective, structured, and aiding operations — initiate the

campaign in an unprepared state.

In order to advance the cause of realizing the opportunities offered by the funding model, it
would be worthwhile to consciously design a developmental path for enterprises— along with
the cooperation of traditional financiers — in which campaign launch is part of the strategy of
the enterprise’s product validation and growth-financing strategy. This enables the setting of

additional research objectives in the future.

¢) Familiarity with innovation content and quality indicators can contribute to
an estimation of the outcome of the campaign and enterprise. Knowing other
campaign parameters can help provide more precise estimates as to the

expected campaign outcome.

The study of innovation content and the select consumer utility approach methodology proved
to be a useful tool. On the one hand, it was so because it enabled structured and relatively
objective quantification, while on the other hand, this approach to the interpretation of
innovation content was not alien to experts and entrepreneurs either. Those research results
that show that the relationship between innovation content and success was significant but not

a robust factor in this sample, raises additional questions.

d) With regard to the role of individual dimensions of innovation content —
certain consumer utility dimensions — we can state on the basis of the study
that from the perspective of buyers, the most obvious dimensions appeared in

a significant proportion of the campaigns.

The analysis of the sample confirmed the results of the two available studies in the area: The
value increase of the indicators over a value of one innovation content is not differentiated. In
other words, innovation detection has a saturation point, above which it has either no effect or
might have a negative effect on success. This had also confirmed that reward-based
crowdfunding platforms are stages of incremental innovation, aiding a further clarification of

recommendations made to enterprises.
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