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EUROPEAN CROWDFUNDING NETWORK, 2012

Crowdfunding (CF) 1s an emerging source of
financing Involving open calls to the public,
generally via the Internet, to finance projects
through monetary contributions from a community.



CF Models

O
O
Community Based
Supporters receive Donation CF
emotional or material Reward CF/Preselling o Preorder
Civic CF

rewards for their financial
support.

Crowdinvesting

Equity CF The retailer can invest in startups
P2P & P2B Lending CF d  busi b lend:
Real Estate CE @M usinesses, y lending
money or acquiring stakes In
companies and projects.



CF in Numbers

Reward 2%
Real-estate ) .
6.1% Equity 3%

Business Lending
17.2%

e Successfull funding rate

Consumer Lending
70.7%

100%
75%
50%
25%

0%

Cambridge Centre for Alternative Finance, 2020 .
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https://www.kickstarter.com/projects/lmstudio/black-rose-wars/description

How It works

® Let's co-create with the crowd

The Crowd

E ntrep reneurs Evaluate and pre-purchase new product
Interact with other stakeholders

Product proposal presentation> video, photo, graphic Co-invest and co-produce a new market
materials, and project' detailed information proposal
Rewards Structure> price, material rewards, exclusive
materials, stretch goals
Digital Mktg > Social media and digital adv to engage
the crowd

. ®
ReVIewe rs o Expert reviews
Ambassad()r e Information Sharing ®

o E-WOM

CF Platforms



Beyond Money

PRE ORDER FRINGE BENEFITS

IDEA VALIDATION

Is there an audience? What problem my
product / service is supposed to solve?

® PRODUCT VALIDATION
O MARKET VALIDATION Like vs Dislike: Customers' expectations

Nurturing a clear picture of product’
performances before its launch

MARKET PENETRATION /
GROWTH

CF as a sales and promotional channel




CF and Value Co-creation

VALUE CO-CREATION:

A jJoint process during which value Is reciprocally created for each actor
(individuals, organizations, or networks). These actors engage in the process by
Interacting and exchanging their resources with one another. The interactions
occur on an engagement interface where each actor share its own resources,
Integrates the resources provided by others, and potentially develops new
resources through a learning process.



CROWDFUNDING AND VALUE CO-CREATION

ROLE: Proponent

RESOURCE: New market proposal, Expertise, Graphics
and video, Project updates, Storytelling, Emotional

engagement

BENEFITS EXPECTED: Financial resources,
Legitimation, Market test, New costumers,

Social capital, Feedback and innovative ideas.

ROLE: Intermediary

ROLE: co-ideator, co-investor, co-producer RESOURCE: Technologies for project
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presenation and financial transactions,

RESOURCE: FInancial, Time, Feedback, Technical Support, Community space,

Comments, Expertise, Word of mouth, Ideas

———————————————

BENEFITS EXPECTED: New consuming

Community, Marketing and Networking

BENEFITS EXPECTED: fee, visibiliity,

experience, access to new exclusive .
reputation

product, social benefits, knowledge sharing

and relationship, community involvment



Value Co-Creation opportunities

Co-Production > Resource exchange

e KNOWLEDGE SHARING
e PSYCHOLOGICAL OWNERSHIP
e INTERACTIONS

Value in Use > Experience

e« PERSONALIZATION
e RELATIONSHIP



What the Crowd is

looking for?



PARTICIPATE IN A COMMUNITY

"this model gives people the opportunity to be
involved in something that they maybe otherwise
wouldn’t have the opportunity to be involved in..
from an emotional standpoint, my goal is to be a
part of this community"

SUPPORT CREATORS AND THEIR
PROJECTS

“If i like the personality of the team, | may donate
even if | don’t intend to use the product myself”

REWARDS

“I like that | get something sent to me. | know it’s small,
but like, | enjoyed getting a postcard and a CD...I'm
looking forward to getting a DVD if the project actually
comes to fruition.”

EARLY ACCES TO NEW PRODUCTS

“The most important thing that made me pledge was
the miniatures quality and the idea that they will never
be printed again”



e Available studies analyze success factors by looking at ex-
post campaigns' performance

e Few evidences on the backers' incentive to support new
product via crowdfunding

The survey

SURVEY DELIVERED> 8.364
RESPONSE RATE > 43% (3.620)

Backers' participating to the survey received an
additional reward: a card with special powers.




Black Rose Wars
by Ludus Magnus Studio

Funded 1.311.558 S
Goal 60.000 S
2086% overfunding

Duration> 24gg

Average Pledge> 156S

0 1.000 2.000 3.000 4.000


https://ludusmagnusstudio.com/

Reward Structure & Popularity

PRICE LEVEL 99$ 129$ 134$ 139$

FUNDING 14% 0 15% 61%
‘ ‘ I D

BACKERS 20% 9% 13% 53%

Magister

initiate Early Bird




Follower

Engagement

Campaign followers are the total followers of the project. Converted
followers are the number of people who funded the project. The
conversion rate is the percentage of followers investing in the campaing,.

12.921

Campaign Follower

3.530

Converted Follower

N
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CONVERSION
RATE

27%
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aha Sample(s) o

KS BACKERS

Backers' pre-purchasing the product
during the CF

LATE PLEDGE

Early adopters who pre-
purchased the product
after the campaing closing




Survey Dimensions

: Backers' expertise in the game field, backers' expertise
Expertise . o
with KS functioning
Soft and Hard skills: expertise, communication,
Team Prepardness o
reliability
Quality ) Product presentation, quality of the product, price

Reward & Pledge ) Personal and general incentive to pre-purchase the
product

E-WOM ) Word of mouth: reviewers, backers, expert




Survey Structure —

Introductiontothe
survey.the research
sSCope, privacy concerns.

Likert scale, 5 points S

crowdfunding campaign
on Kickstarter?

Strongly disagree/Strongly agree "

AN
YE5=PART I
Dimension  |ltems (n®) [Instruments Crowdfunding Experience
| am an expert in the games sector. C
| weldl k now how S works .
Expertize 4 | often s upport cther KS campaigns inthe games category. ﬁ
| often s upport KS campaigns in other categories. NO=PART 11
e 5 The team is m-mpe-ta'lt andreliable - Late F"lEdgE
The team communicates adegquately and fequently with s upporters . H‘-.._ J__,
The guality of the product is higher than the average quality of games pre-launched on KS.
Quality g | was interested in the rewards offered during the campaign.
Fre-pwches e price is a grest deal.
Exclus ive KS materiak influenced my reward choice
The number of times the reward had aready been chosen by other s upporters influenced my choice O
Reward E"':". 5 The add-ocns motivated me to choos e the rewsard.
Fledge Choice
The s tretch goak mot vated me to choos e the reward.
Shipping time es timat ion influenced my pledge. O
Based on the reviewe"s importance, reviews are trus teworthy.
Reviews reinforced the information | had previows by about the product.
W ard of m outh 5 Rewviews motivated me to make the purchase decis ion.
Backers” comment and opinion reinforced the information | had previcus |y about the product.
Backers” comment and opinion reinforced my willingness to purchas e the product.




Financial / Privious Knowledge

Financial efforts

Pledge vs Reward

Reward Tot $ invested

KS 129 1D 225 1D
LP 1498 10 295 10

Have you ever heard about them?

Kickstarter backers' retention rate: 34%

90% 52%

of the total sample did of the supporters collected additional
not know the team Information before pledge



Kickstarter Backers'
. t
Experience SHPEITEE

EXPERTISE, TEAM, QUALITY

50% 306%

Team prepardness, high quality Expert in the game field / KS digital literacy
. ’ G
presentation and personal and general amers
incentive to participate favor the CF
success.
Quality

Team Prepardness

100%

Hard Skill I 70% -
Soft Skill M 31% o0%

25%

o0 0%

Campaign Q Product Q Price Perception



Kickstarter
Experience

REWARD & E-WOM

CF mechanisms are strictly linked to

social capital and knowledge acquisition.

Exclusive materials

AddOn
Stretch Goals

Shipping Time

0%

E-WOM

reieers QD 70%
o0 supeorcrs QD 34%

Reward & Pledge

20%

40%

60%

80%



Incentives to participate can
change according to the timing of
the fundraising cycle.

General incentives, such as stretch
goals, can favor the success of the
financial collection in the final
ENE

E-wom produced by the different
actors - e.g. reviewers, early
backers, community - contribute to
generating collective judgments
about a new product proposal.

The production of Black Rose Wars will be possible above all thanks to your support. For

this reason, we've decided to thank you by giving away a few 3G Kickstarter Exclusives.
During the campaign, a number of SGs and Add-ons will be released, dedicated to all those
who believe in our project. These expansions will be easy to recognize by way of the label
shown below and will not be available through normal sales channels. We reserve the right

to sell them as promotional material at trade shows or during events on our online store.
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Over 100 Stretch Goals nnlocked so {ar!



CF Campaign
Timing

t1,t2,t3 | t1(020g9) t2 (20-40gg) t3 (+40gg — closing)

36% 15% 49%

CF campaigns generally get a lot of
support from backers in the first and last
weeks of the funding cycle.

Numero di backers

'Y ' ' :

Funding per day



By Timing

Backers' expertise

Any changes? 100%
75% . .
50% = .

E-WOM 25%

60% 0%

t1 t2 t3

40% Reward & Pledge

80%
60%

20% 40%

20%

0%

0% t1 t2 t3

t1 t2 t3 ‘ Exc Materials AddOn

' Supporters
Reviewers PP Stretch Goals Delivery



By Reward

4 REWARD LEVELS

Reward structure is considered
one of the main success factors of
crowdfunding.

| [nugislm

Core Game

+ Crono Expansion

+ all unlocked Stretch Goals

Pled dae

Sostieni

Contributo di 99 USS o pit

Initiate

SPEDIZIONE 1M:
Tutto il mondo

steniton

Y

Contributo di 139 USS o piu

Magister

The game's




By Reward Backers' expertise

Any changes?

;U
2

Expert backers' tend to enter in the first days of CF campaign,
pledging the best reward offering (early bird).

E-WOM

X
=
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X
S
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X
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25% 50% 75% 100%

S
x

60%

40%

Reward & Pledge

60%
20% 40%
20%
0%
Rw1 Rw2 Rw3 Rw4

0%

Rw1 Rw2 Rw3 Rw4

Reviewers Supporters ‘ Exc Materials AddOn

Stretch Goals Delivery



Late Pledge Backers' expertise

EXPERTISE, TEAM, QUALITY

Team prepardness and high quality
presentation are drivers of the CF

79%

KS digital literacy

46%

Expert in the game field /
Gamers

SUCCesS.

Team Prepardness Quality

/5%
Hard Skill

D 65%
Soft Skill ’ 7404

50%

25%

“ 0%

Product Q Price Perception



Late Pledge

REWARD & E-WOM

Reward & Pledge

_ . Exclusive materials
General and personal incentives in the

forrr? c_>f e>.<clu5|ve materials increase AddOn
participation.

Rewards drive the participation.

CF mechanisms are strictly linked to
social capital and knowledge acquisition.

Stretch Goals

Shipping Time

0% 25% 50% /5% 100%

E-WOM
—
oo sueporers QD 469



So What?

FINDINGS 1/4

Backers' in CF are informed early
customers: there are experts in the
crowd looking for product/servies
fitting their values and beliefs

Soft and Hard skills of
entrepreneurs are crucial factors
for fundraising Sucess:
prepardness & reliability

Exclusitivity/ Scarcity of reward
combination drives participation;
Shipping time does not affect
negatively the willigness to
participate

Reviewers and supporters e-wom
nostively affect the pledge and the
participation to CF campaign

Quality perception is driven by
storytelling and virtual
communication: product quality iIs
derived by the CF product
presentation



So What?

FINDINGS 2/4 - TIME PERSPECTIVES

Expert backers tend to enter in the first stages of a CF campaign, pledging the
best reward offering. They can be considered SERIAL CF CONSUMERS.

Stretch Goals are more incivise for backers intervening in the middle and final
phases of fundraising process.

Generally speaking, shipping time provision is not perceived as a risk.

Reviewers e-wom Iis more Iinfluent for later stages, while the crowd e-wom
influences the backers entering in the first stages of CF.



So What?

FINDINGS 3/4 - REWARD PERSPECTIVE

Limited rewards are associated with greater level of backers' expertise.

Backers pledging limited rewards (time, quantity) considered particularly relevant
In their decision to pledge the team prepardness> these backers considered the
quality and the project presentation higlhy effective.

Supporters choosing the base product (99S) assigned greater importance to
Stretch Goals mechanisms > possibility to enrich the reward emotionally and
materially.

Supporters e-wom is particularly relevant for the CF backers rating themselves as
less expert. Reviewers' opinion Is linked with the extremes of reward scheme>
highest and lowest level price, I1.e. reviewers are important for both experts and
non-experts backers.



So What?

E-WOM: LATE PLEDGE VS CF
BACKERS

e | ate Pledge are more willing to invest financial resources then CF backers, this
happens as they do not support the risk of failure associated with the campaing.

e | ate Pledge considered the stretch goals unlocked a strong incentive to buy the
crowdfunded product> they benefit from resource-pooling efforts of the crowd
during the value co-creation process.

e Reviewers and supporters e-wom Is positively associated with the decision to
buy.



Conclusion

The crowd In the pre-purchase mechanism is able to discriminate among new
entrepreneurial proposals, employing an evaluation mechanism that mixes
consumer behavior and professional-investor behavior.

Entrepreneurs that would succeed in CF should familiarize themselves with pre-
purchase strategies and observe CF consumers’ approaches and expectations.

This Includes understanding the importance of co-creation trought crowd
engagement In transparent and open dialogues around the new market proposal,
which creates precious conditions for entrepreneurs to leverage the wisdom of the
crowd.



Let's Talk

THANK YOU

FollowUp

luciamicheladaniele@gmail.com
Linkedln / TW @Iluciamdaniele
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