
Crowd Funding 

Crowd Funding | Definition : According to the Oxford Dictionary, crowd funding is defined as “the 

process of funding a project or venture by raising monetary contributions from a large number of people 

typically via the internet.”   

Crowd Funding | Background: The first instance of crowd funding occurred in 1997 when a British rock 

band funded its reunion tour through online donations from fans.  Due to this band’s success, a website 

called ArtistShare became the first crowd funding website.  Since crowd funding’s inception, crowd 

funding has grown at a 74% compounded annual growth rate and as of 2013, receives about 2 billion 

dollars of funding annually.  In the United States, President Barrack Obama signed the Jumpstart Our 

Business Startups (JOBS) Act into law and in the US, this has legalized and equity crowd funding.  In 

practice, new ventures typically offer different perks and products from the company in return for 

donations.  These perks and products could be merchandize, equity, publicity, and other types of 

rewards and recognition.  Crowd funding is one of the most powerful ways for entrepreneurs to earn 

funding for their ventures by having access to investors without extreme dilution of their company 

ownership. (Information retrieved from fundable.com) 

Crowd Funding | Controversy : Since crowd funding’s genesis, the programs, businesses, and ventures 

that have sought funding have begun to morph.  More recently, people and organizations have sought 

to fund ventures such as supporting a private invasion to take Fallujah, Iraq back from Isis—and also 

another venture to support the police officer who shot Michael Brown in Ferguson, Missouri.  Although 

crowd funding began to support business ventures, they have also began to support social causes such 

as the aforementioned examples.  Another example is a company called Oculus Rift, which raised 2.4 

million dollars of crowdfunded.com.  This company was recently acquired for over 2 billion dollars by 

Facebook and funders began to wonder if they should receive part of its financial reward due to their 

donation.    

Crowd Funding | Regulation: Since crowd funding’s rapid growth, regulators have attempted to adapt 

to its changing landscape.  More recently, the concern has been that fraudulent companies will take 

advantage of uneducated investors.  Below are the major regulation guidelines from the SEC (retrieved 

from Forbes):  

 Crowd funding caps an amount an issuer can raise to $1 million in any 12-month period. 

 Crowd funding caps the amount a person can invest in all crowd funding over a 12-month 
period at 10% of annual income or net worth (incomes of $100,000 or more) or the 
greater of $2,000 or 5% of annual income or net worth (incomes of less than $100,000). 

 Crowd funding must be done through a registered broker-dealer or registered “funding 
portal.” Broker-dealers and funding portals may not solicit investments, offer investment 
advice or compensate employees based on sales. Traditional investment banks have 
shown little interest in crowd funding, leading to speculation that crowd funding will be 



facilitated by lesser-known financial institutions with little or no retail investment track 
record. 

 Crowd funding requires a disclosure document to be filed with the SEC at least 
21 days prior to first sale, and requires scaled financial disclosure, including 
audited financial statements for raises of over $500,000. 

 Unlike Regulation D Rule 506 private placements to accredited investors 
following the JOBS Act, crowd funding does not allow advertising except solely 
to direct investors to the appropriate broker/funding portal. 

 Annual reports must be filed with the SEC by a company which completes a 
crowd funding round. 

Crowd Funding | Recommendation: We recommend that if you are a user of crowd funding and are 

looking for a return on your investment that you earn complete clarity about the functions that your 

money serve and also realize that if there are no material compensations for your money that you be 

okay with receiving nothing.  You should not go into crowd funding with an expectation that you will 

receive any future rewards or cash flows from the continued development of the company unless this is 

explicitly stated in the funding agreement.   

Crowd Funding | Major Platforms by Global Traffic: 

Rank Crowd funding Websites Rank Crowd funding Websites 

1 www.kickstarter.com 16 www.pozible.com 

2 www.indiegogo.com 17 www.razoo.com 

3 www.gofundme.com 18 www.givology.org 

4 www.uinvest.com.ua 19 www.firstgiving.com 

5 www.justgiving.com 20 www.fundrazr.com 

6 www.angel.co 21 www.donorschoose.org 

7 www.kiva.org 22 www.rockethub.com 

8 www.lendingclub.com 23 www.zopa.com 

9 www.quirky.com 24 www.fundly.com 

10 www.prosper.com 25 www.fundanything.com 

11 www.flattr.com 26 www.fundingcircle.com 

12 www.secure.actblue.com 27 www.fundable.com 

13 www.youcaring.com 28 www.crowdcube.com 

14 www.crowdrise.com 29 www.crowdtilt.com 

15 www.pledgemusic.com 30 www.gogetfunding.com 
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