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ABSTRACT

The purpose of this work is to provide empirical evidence about the
crowdfunding industry in China and the peculiarities of the crowdfunding
platforms operated. China is the largest economy in Asia-Pacific area and one
of the most important in the world. With a GDP of over USD 8 trillion and growth
rate of 6.9%, China continues to generate high economic growth rates with

rising levels of affluence.

Dominated by SMEs, the economy of the country has become stronger in and
the Chinese government designed a series of policy measures to support the
development of SMEs. In addition, the increasing number of Internet users has
also motivated more people to resort to crowdfunding. All these facts are

relevant to the development of crowdfunding industry.

Although crowdfunding was introduced into Chinese market later than Europe,
it has shown a significant contribution to the financial inclusion for the
development of financial industry in the country, and more generally in the
APAC area. In China, the first platform-Demohour-was launched in 2011, while
the first European platform was launched in 1999. This is observable by looking
at the expansion rate of platforms created from year to year; the amount of
capital raised by crowdfunding platforms and a more importantly, the concerns
of regulator on the need of establishing clear frameworks and regulations to
govern the crowdfunding activity as an alternative for financing the start-ups
and SMEs.

To carry out this study, | identified all the crowdfunding platforms in Chinese

market and analyzed their main characteristics.
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INTRODUCTION



Crowdfunding has recently gained growing attention among both scholars and
practitioners as an alternative financing solution for business, social, or artistic
projects. The number of crowdfunding platforms is increasing year by year in
any countries. Crowdfunding becomes an alternative financial solution to
generate capital investments or funds for projects, cause or an enterprise
through a small amount of capitals from a big number of individuals through
intenst. The first noteworthy instance of online crowdfunding in the music
industry was raised by British rock band Marillion in 1997 with $60,000 USD in
donations via online fan club, which afford an entire U.S. tour concerts. Based
on the successful crowdfunding activity, they subsequently used this method to
fund their studio albums. With the rapid development of internet technology and
the exponential growth of users and platforms, the internet's first formal
crowdfunding platform — Artistshare — launched in 2003 for creative artists.
From then, crowdfunding stated to gain mainstream traction and boost with the
engagement of more and more IT enterprises, such as Kiva (2005), IdieGoGo
(2008), Kickstarter (2009), and Microventures (2010).

The term crowdfunding comes to attract the professionals and entrepreneurs
for the first time in Wired Magazine in 2006 (Howe, 2006) and it's always
combined with the concept of crowdsourcing (Afhua and Tucci, 2012) and
microfinance (Harrison, 2013; Robinson, 2001). Thanks to the technology
development and diversification of information expression, crowdfunding
becomes particularly important as financial solution to a wild range of business
sectors other than the traditional sources of finance (e.g., Dushnitsky et al.,
2013). Generated into a new popular trend of big data technological revolution,
crowdfunding industry is no more limited to raise fund. Indeed, crowdfunding is
also reflecting the essence of “crowd” and providing valuable feedbacks and
ideas for both fundraisers and investors (e.g., Colombo et al., 2015b; Riedl,
2013).

According to Massolution crowdfunding industry 2015 report, total global



crowdfunding industry estimated fundraising volume to $34.4 with growth of
123% in 2015, and which is over 12 times the amount raised in 2012. Since its
infancy, the crowdfunding industry has grown tremendously around the world.
The volume of funds raised grew from US$1.5 billion in 2011 to over US$100
billion in 2015 worldwide (see, e.g., Massolution 2015 and Zhang et al. 2016a).
Regardless of recent signs of a slowdown (European Commission 2016a), the
crowdfunding industry keeps growing fast—the fastest in Asia, with 210 percent
yearon-year growth (Massolution 2015), driven by countries such as China
(estimated between US$60 billion and US$100 billion), India (US$27.8 million),
the Philippines (US$26.9 million), and Nepal (US$25.5 million) (Allied Crowds
2016). In Africa, crowdfunding platforms raised US$37.2 million in 2015 in
Kenya, Rwanda, Tanzania, and Uganda (Allied Crowds 2016b). Figure 1 shows

a global picture that combines numbers from various reports.
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Figure 1. Crowdfunding around the world (research based estimate)

Since the change of macroeconomic environment in 2015 due the financial
crisis, the subsequent credit crunch presented a major challenge for the
financial system (Terry, Schwartz, and Sun 2015). The highly increased

demand at both ends of the transaction with better financial solutions makes



the crowdfunding industry has grown rapidly mainly in three segments:
Americas, EMEA, APAC.

Global Crowdfunding Market By Geography 2016 (% share)

EMEA
APAC

20.34%
AMERICAS } 2 28.33%
51.33%

Figure 2. Global crowdfunding market main geographical segmentation

From the statics (Technavio, 2017), in 2016, the crowdfunding market in
Americas was valued at $26.64 billion with $21.77 billion contributed by US.
The crowdfunding market is expected to reach $42.39 billion by 2021, which
makes APAC as the second largest contribution area in crowdfunding industry.
For EMEA, the crowdfunding industry also has an optimizing growing at a
CAGR of 14.70% by 2016.

“The crowdfunding market is experiencing tremendous growth in APAC primarily
due to the growth of the social media and a mobile-savvy population that has the
potential to build credible relationships over short messages. With the legality issues
being cold compared with those in the Western countries, the extreme use of mobile

phones has the potential to save a lot of time,” adds Ujjwal.

The region where entrepreneurs are struggling because of the lack of finance
can use crowdfunding not just to finance their ideas but also to secure funding
from other sources by showing the popularity of their crowdfunding campaigns.

Venture capitalists do consider these success stories, making crowdfunding the
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ideal platform to secure funding even if the entrepreneur lacks credit history.
Particularly in Asia, crowdfunding has recently become a viable financing
solution for most of Small Medium Enterprises (SME). An increasing number of
micro business and SMEs are turning to crowdfunding as alternative of
financing (World Bank, 2013). This growing force will soon see the developing
economies catching up with the advanced countries. The largest volume of
crowdfunding in Asia is not unexpectedly in China as published in the
Harnessing Potential report compiled by Cambridge University, Tsinghua
University and the University of Sydney, total money raised through
crowdfunding in 2015 is US$1.96 billions as shown by figure 3 in which equity
crowdfunding is the largest segment with total money raised is US$ 948.26
millions or approximately 48.38% of market share (Zhang et al, 2016).
Ppdai.com, a crowdfunding portal based in the PRC enables loans to small
business that can range from $500 to $80,000 with interest rates between 12%

to 24% and terms of 3 to 12 months.

Larger platforms are now coming to Asia to take their share of an increasingly
lucrative market. The opportunity for Asia and crowdfunding emerged when
Western companies were unable to fulfill orders promised to their backers.
Thanks to the unexpected high speedy development of economics, Asia
becomes the one of the most important economic entity all over the world with
future optimizing continuing development (Delliot, 2018). And also, a lot of effort
was put into the new information and technological business area, especially
on the hardware industry and technology of Internet of Things (IoT), it is easy
for Asian company to launch their own crowdfunding platforms and make the
unique products to satisfy the local needs. These new trends can make Asia
become as mainly product providers, not only for satisfying the essential
requirements for Asian people, but also for some products we have already

seen on the Western crowdfunding platform.

China, as the most significate leader in Asia, has boom up the development of
crowdfunding industry although China got late for introducing crowdfunding into

domestic market. Regarding to China’s open door policy, China has been
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transformed into the world’s second largest economy since its economic reform
and opening policy was implemented in the late 1970s. With a GDP of over
USD 8 trillion4 and growth rate of close to 8% (World Bank, 2013), China
continues to generate high economic growth rates with rising levels of affluence
(HIS Global Insight, 2013. China is accepting various kinds of resources but still
facing with challenges through economic development, poverty alleviation and
environmental benefits. Under this condition, Chinese Social and
Environmental (SE) Small and Growing Businesses (SGBs) could play an
important role to work out for these problems. Yet Chinese SE SGBs are limited
by their lack of finance, for which crowdfunding platforms can provide an
innovative alternative financial solution other than Bank loans, especially on a

moving forward basis.

2015

2014

$56.12m

2013

$1.73m
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Figure 3. China’s Crowdfunding Volume 2013 — 2015

Currently, although the Chinese crowdfunding is small amounts of funding from
many people primarily via Internet, provides an alternative to channel for
fundraisers and investors to communicate with each other. Moreover,
crowdfunding can also increase the benefits and awareness of the nascent

investing industry in China. The largest volume of crowdfunding in Asia is not
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unexpectedly in China as published in the Harnessing Potential report compiled
by Cambridge University, Tsinghua University and the University of Sydney,
total money raised through crowdfunding in 2015 is US$1.96 billions as shown
by figure 3 in which equity crowdfunding is the largest segment with total money
raised is US$ 948.26 millions or approximately 48.38% of market share (Zhang
et al, 2016). Ppdai.com, a crowdfunding portal based in the PRC enables loans
to small business that can range from $500 to $80,000 with interest rates
between 12% to 24% and terms of 3 to 12 months. SeedAsia, a Shanghai
based equity crowdfunding platform enables financing for tech start-ups
throughout Asia (Shinozaki, 2015).

Not similar with the new trend in West with online donation-based crowdfunding
projects, China is more relevant with nascent industry with enormous potential
for future growth, such as new IT industry, video game and entertainment
industry. By the end of 2015, 283 crowdfunding platforms hosted 49,242
projects in China. The majority of these projects — 69 percent — were reward-
based crowdfunding, where participants were given incentives in return for
donations. The remaining projects were divided between charity crowdfunding
and equity crowdfunding, where participants were given equity shares in return

for donations.

Considering the rapid development of the crowdfunding industry and the large
amount of capital raised by the crowdfunding in China, it is worthy to conduct
this research to better understand the phenomenon of crowdfunding industry in
China.
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CHAPTER 2
LITERATURE REVIEW
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2.1 Definition of crowdfunding

Crowdfunding, the practice of collecting small amounts of capital from the
crowd of Internet users (Lambert and Schwienbacher, 2010), is gaining more
and more resonance worldwide (The Economist, 2013). Although it is difficult
to measure the real magnitude of the phenomenon, it is fair to say that it
involves a huge amount of projects and money, considering that, in 2014,
technology projects raised a total of $139,8 million on Kickstarter, which
correspond to the 13.7% of the total amount collected on the platform (Colombo
et al., 2015a).

Crowdfunding is said to have originated from the broader concept of
crowdsourcing (Belleflamme et al, 2010). Crowdsourcing enables people and
organizations to obtain ideas and solutions for private and corporate activities
from a crowd. In the same fashion, crowdfunding allows people and
organizations to raise capital from a crowd (Belleflamme et al, 2010). The
innovative operating way for crowdfunding is the financial process via the
Internet, which places crowdfunding in a new spectrum. The Internet enables a
global reach to attract funding. As such, the established intermediaries are
often cut out through crowdfunding, which increases the efficiency
(Belleflamme et al, 2010).

The first known use of “crowdfunding” is on 2006. With the establish of
Jumpstart Our Business Startups (JOBS) Act, which signed into effect in April
2012 in the United States, the concept of crowdfunding becomes a new
tendency although it is still recognized as a new financial method. There are
numerous platforms created in recent years with different crowdfunding models,
which offer the entrepreneurs, not only the small business and startups, but
also smaller business and established companies, a funding opportunity other

than the traditional ways.

12



Like crowdsourcing is crowdfunding build up out of the words “crowd” and
“funding”. Crowd as explained by the Oxford dictionary refers to 1. a large
number of people that are gathered together in a public space., 2. a particular
group of people. “Funding” on the other hand is referred to as; money for a
particular purpose; the act 13 of providing money for such a particular purpose.
The combination of these words therefore presumes the most basic explanation
of crowdfunding to be the “providence of money for a particular purpose by a

large group of people” (Oxford University Press, 2017).

Crowdfunding is a novel phenomenon, thus a widely accepted definition does
not yet exist. At present many definitions coexist, which are often specific to the
context of the study (Tomczak and Brem, 2013). Nonetheless, we believe that
tracing the boundaries of a phenomenon is one of the crucial steps towards its
analysis (von Krogh et al.,, 2012). For instance, in financial studies,
crowdfunding is a method of raising funds for projects by simultaneously
addressing a large pool of potential investors (Tirdatov, 2014), while innovation
scholars define this funding method as a new way to finance innovative projects
and connect innovative ideas to the crowd of Internet users (Riedl, 2013). Of
course, attempts exist to bridge these different views. Among them, the most
diffused is definition by Lambert and Schwienbacher (2010, p.6), who describe
crowdfunding as an open call, essentially through the Internet, for the provision
of financial resources either in form of donation or in exchange for some form
of reward and/or voting rights in order to support initiatives for specific purposes.
In essence, crowdfunding can be viewed as a combination of microfinance
(Robinson, 2001) and crowdsourcing (Howe, 2006; Harrison, 2013). Akin to
microfinance, crowdfunding entails the provisions of relatively small amounts of
money (Harrison, 2013) and helps entrepreneurs to acquire financial resources
for their projects (Beaulieu and Sarker, 2013). Like in microfinance, many of
those who raise money with crowdfunding are those who would traditionally
encounter difficulties in obtaining financial resources from banks and other
traditional financial operators. At the same time, crowdfunding has elements
that are typical of crowdsourcing. Similar to crowdsourcing, crowdfunding

involves an open call through the Internet and necessitates of the voluntary
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participation of a distributed network of individuals (Lambert and
Schwienbacher, 2010). Similarities with crowdsourcing are however not limited
to Internet use and to open participation. One important element of
resemblance is that crowdfunding facilitates the interaction with 14 a crowd of
potential future users and customers (Ordanini, 2009) and offers the
opportunity of collecting feedback and suggestions from the crowd of the
Internet users (Colombo et al., 2015b). These inputs favour the emergence of
a collaborative design (Gerber and Hui, 2013) and, ultimately, the development
of better products (Riedl, 2013). What makes crowdfunding unique is the fact
that Internet users provide both the capital necessary to enact entrepreneurial
projects (Burkett, 2011) and the knowledge to improve the quality of these
projects (Gerber and Hui, 2013). Hence, in outlining a definition of crowdfunding,
it is important to remember that crowdfunding does not only relate to collecting

money, but it also relates to collecting feedback and suggestions.

2.2 Crowdfunding models

In the crowdfunding industry, the main crowdfunding models can be recognized
as shown in the Figure 4., which is a popular classification (e.g., Ahlers et al.,
2015; Mitra, 2012; Giriffin, 2012; Lehner, 2012) depending on what
crowdfunders receive in exchange of their contributions. Thus, crowdfunding
models are generally broken down into four types, shown as Figure 4: donation-
based, reward-based, equity-based and lending-based. These crowdfunding
models are relevant in the various stages of a company’s need for capital
(Danish Ministry of Business and Growth , 2015).

14



Four Types of Crowdfunding

For financial return For non-monatary rewards

Sel RS -LEISV N REWARD-BASED

(includes revenue and profit-sharing
models)

M3 \s]][cB:7.8150 M DONATION-BASED

For financal return For philanthropy or sponsorship

Figure 4. Four types of crowdfunding methods

Equity-based crowdfunding allows any individual and professional investors
to invest in unlisted entities (issuers) in exchange for share in the entity. An
equity-based crowdfunding initiators can raise funds by selling the company’s
equity, which is particularly suitable for start-ups and SMEs who are lacking of
initial capitals. As the general economics changed, equity-based crowdfunding
has experienced dramatic growth in recent years. By following the YoY growth
report, it has been taken 60 percent of the total wider crowdfunding industry
(AlliedCrowds 2016). In the largest crowdfunding industrial arear, American
continent, US$ 598.05 million of equity was sold by crowdfunding platforms in
2015, which is increasing with 120% comparing with 2014 (Wardrop et al 2016).
While, in Europe, equity raised from crowdfunding platforms is also impressive
by reached €422 million in 2015 (European Commission 2016a). Different with
traditional financial solution, equity-based crowdfunding opens wilder
investment opportunity, especially for start-ups and SMEs with broader funder
groups, which makes investors and fundraisers aligned to share the same profit
and risks.
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A company in need of the initial capital for putting a product into production can
choose to resort to a reward-based crowdfunding (Danish Ministry of Business
and Growth, 2015). Here, a fundraiser, and its company or a (team of)
individual(s) can sell its product or service to the first customers and thus raise
the capital for putting the product into production. This type of crowdfunding is
also called "pre-buy". Its attribution that applies to all crowdfunding models is
that crowdfunding provides more than merely access to capital, it also
contributes to underlining the market potential for the company (Danish Ministry
of Business and Growth , 2015). Reward-based crowdfunding is possibly the
most well-known form of crowdfunding, in particular owing to the large
international platforms, such as Kickstarter and Indiegogo. Companies behind
well-known products, such as the Pebble smartwatch, the Pono music player,
the Solar Roadway solar cell project etc. have raised large amounts on reward-
based platforms (Danish Ministry of Business and Growth , 2015). This model
of crowdfunding is mainly used to invest art, such as music, movie, video games,
etc. and for the development of new products and innovations. The APAC
region is leading in reward-based crowdfunding industry, especially in China.
The mainly companies launch reward-based crowdfunding are start-ups or e-

commerce companies with $829.52 million raised in 2015 (Zhang et al. 2016a).

Lending-based crowdfunding implies that the fundraiser obtains its loan from
many different sources via a lending-based platform. Lending-based
crowdfunding is also known as debt-based crowdfunding, market-place lending,
or person-to-person (P2P) lending, etc. in terms of difference sources of raising
capitals. This leveraging financial solution builds a direct relationship between
investors and fundraisers, which is more convenient and efficient comparing
with equity-based crowdfunding, since the traditional financing solution, such
as loan or mortgage from bank, needs more procedures and restrictions.
Lending-based crowdfunding model generates a new potential benefit to
improve access to credits and get higher financial return without participation
into the entity’s management. Comparing with traditional financial solution,

lending-based crowdfunding has more flexible restrictions for both investors
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and fundraisers, which can fill the gap left by bank loans and mortgages. Since
the crowdfunding platform is based on the internet, it can offer the users with
seamless connection and comprehensive information to access the possible

projects with lower cost and less procedures.

Donation-based crowdfunding allows individuals or donors to send money to
another individual or projects in special purposes without any financial or
beneficial return. To support non-profit projects, such as social appeals,
environmental protections, personal needs, charitable activities, etc. There are
two common subcategories of donation-based crowdfunding: personal
campaigns and charity fundraising. Personal campaign is obviously related with
personal situation and benefits, while the charity fundraising is usually launched
by a registered organization. The largest market for donation-based
crowdfunding is in North America with $ 210.38 million funded in 2015 with a
yearly growth rate of 43% (Wardrop et al. 2016).

Nowadays, a fifth model- Royalty-based crowdfunding- is emerging, for
example, Quirky, TubeStart, RoyaltyClouds, etc.. This is the newest type of
model, where funders invest in campaigns, to receive a share of possible, future
revenue streams. This model is separated from equity-based and reward-
based crowdfunding platform, which doesn’t need any tangible product or share
in exchange. For fundraisers, they can get captical investment without selling
share, in the meanwhile, they also keep the full managerial authority with their
own. On the other hand, for funders, they are offered an alternative solution to
invest into a project. Although this new type of model is just appearing in market
few years, it shows significant growth speed up to 336% in 2014. The first
introduce of this model in China is in 2015, but it still keeps as small scale for

now.

Companies that employ crowdfunding to raise capital also have the opportunity
to make use of a type of collective investment intelligence or 'wisdom of the
crowd’. When a company chooses to place their business idea or product on a

crowdfunding platform, they expose themselves to thousands (in some cases
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millions) of potential investors, who have the opportunity of seeing the project
and investing in it. If the company achieves full financing, it will also be a test of
the company’s business model or product at a very early stage. Thus
crowdfunding is also a tool with which companies relatively quickly can test the

market potential for their business.

Crowdfunding platforms are often global, which means that there is a large
potential for the internationalization of a company that employs crowdfunding
(Danish Ministry of Business and Growth , 2015). The company is exposed to
at large group of potential investors from all around the globe, just as the
company also potentially can sell their product all over the world (Danish
Ministry of Business and Growth , 2015). This means that the companies will
have an entirely different strategy for entering new markets than normally,
where companies traditionally establish themselves on the home market, for
example Indonesia, and then start exporting to neighboring markets as their
initial export markets (Danish Ministry of Business and Growth , 2015). With
crowdfunding on international platforms, the companies are potentially global

from the very beginning.
In any crowdfunding models, crowdfunders and fundraisers share some

motivations, Gerbet et al, (2012) has studied the evidence on motivation and

deterrent for participation in crowdfunding as shown on the table below:
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Table 1 The motivation and determent for participation in crowdfunding

MOTIVATION DETERRENT

FUNDRAISER - Raise funds - Inability to attract
- Expand awareness of supporters
work - Fear of public failure
- Form connections and exposure
- Gain approval - Time and resource
- Maintain control commitment

- Learn new fundraising

skills
o7 {e)nlll DI ER -  Collect rewards - Distrust of creators’
- Help others use of funds
- Bepartofa
community

- Support a cause

2.3 Research objective & limitation

The objective of this study is only focus on the status of Chinese crowdfunding
industry. This research aims to understand how the national boundary, Internet
based phenomenon, culture, level of economic and legal could drive the
creation of crowdfunding platforms. And this study is briefly illustrating the

analysis based on the information of crowdfunding platforms in China.

To gathered data on Chinese crowdfunding platforms as of January 2018,
which is including the active, inactive and closed platforms. 404 crowdfunding
platforms were identified and in our data base as shown in appendix. However,
due to the limited time and channels, some data are incomplete, especially for

the closed platforms.
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CHAPTER 3
CROWDFUNDING IN CHINA
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3.1 The economic & financial environment in China

Due to the steady development of economy, China becomes the second largest
economic entity in the world. On November 30", 2015, the Chinese currency
(RMB) has officially been included into the IMF SDR basket of currencies by
International Monetary Fund as the world’s fifth largest international currency,
which is the milestone in the history of Chinese economy and a strong
improvement for attraction of reserve assets. The Chinese currency (RMB)
continues to appreciate up to 11% comparing with USD from the 14" place of
the international currencies in the world since the global financial crisis in 2008.
Benefited with the strong growth of RMB status, China has successively signed
a series of economic and financial agreements with UK, Germany, Russia,

Canada.

Under the influence of the economic and financial environment in domestic and
rest of the world, the Chinese government is gradually carrying out the reform
of economic system. The Chinese economic and financial status is

characterized as follows.

The economic growth rate has achieved the goal, but unfortunately it is under
downward pressure since 2014 with the GDP of RMB 63.65 trillion. From the
demand side, the growth rate of consumption, investment and net export
industry has declined with varying degrees, of which the growth rate of
investment in real estate dropped fleetly, becoming the main factors to influence
the decline of economic growth. From the perspective of supply, the added
value of large industrial enterprises keep going downward, accumulating an
increase of 8.3% over the previous year and a deceleration of 1.4 percentage

points from the same period of last year.

Prices hovered at a low level with slight deflation. In 2014, the cumulative year-
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on-year growth rate of the Chinese consumer price index (CPI) dropped from
2.49% in January to 2.0% in December. In January 2015, the CPI fell 0.8% from
the same period of last year. The PPl has the negative growth for all 35
consecutive months. In January 2015, the PPI dropped to -4.30% on a year-
on-year basis. There are some reasons for the drop about prices: 1) the price
of international commodities dropped sharply, 2) the rapid development of e-
commerce reduced the costs of circulation, of which two aspects are good; 3)

industry overcapacity, 4) lack of demand, of which are the negative influence.

Thanks to the rapid development of tertiary industry, which absorbed plenty of
the employees. However, there is still hidden problem in the future causing by
the aging society and decline of working-age population. With the development
of the digital technology and smart city, these problems become increasingly

apparent.

The balance of payments tends to be basically balanced and the cross-border
capital outflows rapidly. China's current account surplus accounted for the
proportion of GDP fell from 10.08% in 2007, has been less than 3% for four
consecutive years. In 2014, the current account surplus was USD $213.8 billion,
the deficit in capital and financial items was USD $24.4 billion, and the current
account surplus was 2% of GDP. Foreign exchange reserves growth slowed
significantly. The deficit in capital and financial account for the fourth quarter of
2014 was USD $91.2 billion, which indicating that the flow of cross-border

capital flows shifted from inflows to outflows.

The momentum growth is getting slow with an optimized financial structure.
Investment in fixed assets declined. By the end of 2014, the total amount of
investment in fixed assets in China had accumulated RMB 50.20 trillion with an
increase of 15.7% over the same period of last year, and the growth rate
dropped by 3.9 percentage points year-on-year. The new fixed asset
investment completed amounted to RMB 33.6 trillion with an increase of 25.4%
over the same period of last year, and the growth rate dropped 2.9 percentage

points year-on-year. Until the end of 2014, the first-industry investment
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completed a cumulative total of RMB 1.20 trillion with an increase of 33.9% and
the growth rate dropped to 1.4 percentage points year on year; the second-
industry investment completed around RMB 20.81 trillion with an increase of
13.2% and the growth rate downward 4.2 percentage points year on year;
Investment in production RMB 2.819 billion with an increase of 16.8% and the

growth rate dropped to 4.2 percentage points year on year.

Consumption growth fell slightly, but there is a new consumer hot spot
appeared. In 2014, the total retail sales of social consumer goods aggregated
to RMB 26.24 trillion with an increase of 12% over the same period of last year,
and the growth rate dropped by 1.1 percentage points. In particular, the revenue
growth in the catering industry was getting weak. In 2012, the average growth
rate of the catering industry was 14%, hovering between 8% and 9% in 2013
and 9% to 10% in 2014. However, online retailing remained strong with rapid
growth in information consumption. In 2014, the online retail sales in domestic
witnessed a total increase of 56.2% and the retail sales of communications
equipment increased by 32.7% over the same period of previous year with an

accelerated speed of 12.3% over the same period of last year.

Foreign trade situation is getting weak, but the foreign investment absorption
and the foreign investment have a steady growth. In 2014, the total value of
imports and exports was USD 4.3 trillion, up to 3.4% from the previous year.
Among them, the exports contributed with UDS $230 million with an increase
of 6.1%; the imports contributed with USD $196 million with an increase of 0.4%
compared with previous year; the trade surplus contributed with USD $382.46
billion with an increase of 47.7% over the same period of last year. Compared
with year 2013, the imports, the exports, the growth rate of exports and imports
decreased by 4.15, 1.72 and 6.84 percentage points respectively. In 2014, there
were 23,778 newly established foreign-funded enterprises nationwide, up to 4.4%
over the same period of last year; actual utilized foreign investment amounted
to USD 119.56 billion, up by 1.7% compared over the same period of the
previous year (excluding financial sector data). Direct investment from

overseas increased by USD $102.9 billion, up to 14.1 percentage points from
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the same period of last year which makes China maintain the third place in the

world.

Chinese government is carrying out a revolution by optimizing the economic
structure. On the supply side, in the fourth quarter of 2014, the added value of
a first production increased by 4.1% in cumulative terms, contributing 5.2% of
GDP growth. The added value of the second production increased by 7.3%,
contributing 43.2% to GDP growth and the third increased added value
completed with 8.1%, which contributes with 51.6% of GDP growth. On the
demand side, in the fourth quarter of 2014, the contribution of consumption to
economic growth was 51.2% with an increase of 1.2 percentage points from
the same period of last year. In 2014, the contribution of capital formation to

GDP dropped while the net export contribution to GDP fluctuated significantly.

The industrial economy keeps steady. In 2014, the added value of large-scale
industrial enterprises above designated size increased by 8.3% from the same
period of last year, and the growth rate dropped by 1.4 percentage points as
compared with the same period of last year. Among them, the manufacturing
industry cumulative increase of 9.4%, which is higher than the mining industry
4.5%. Among the industries with a high cumulative increase in value added
year-on-year, the majority are high-tech industries, equipment manufacturing
and transportation equipment manufacturing which are indicating an optimized

industrial structure.

The service industry got a rapid development with new digital technology. In
2014, the added value of China's service industry was RMB 30.7 trillion, up to
8.1% over the same period of last year; the added value accounted for 48.2%
of the GDP with an increase of 2.1 percentage points from the same period of
last year. In the first three quarters, the wholesale and retail trade industry grew
by 7.0% in aggregate, and the growth rate got a decrease of 0.2 percentage
point year-on-year. Transportation, warehousing and postal services
accumulated an increase of 9.7% over the same period of the preceding year,

and the growth rate got a year-on-year decrease of 0.7 percentage point. The
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cumulative growth of accommodation and catering industry is 6.2% comparing
with the same period of previous year, and the growth rate increased 1.1
percentage points year-on-year; the financial industry accumulated an increase
of 9.1% over the same period of last year with an acceleration of 2.3 percentage
points for the growth rate; the real estate industry increased by 2.3% over the
same period of the previous year, and the growth rate slid 5 percentage points

year-on-year and the growth rate fell 1.4 percentage points year on year.

Sharing economy hastened the era of financial win-win. As far as the current
economic situation is concerned, small and medium-sized micro-enterprises
have become the pillar of China's economic development. Over 50 million
small-sized, medium-sized and micro-sized enterprises account for more than
90% of the total number of enterprises in the country and even more than 60%
of GDP who has the demand for sharing finance in order to having a sustainable
development. Upon to this background, crowdfunding can be a good financial
alternative for the small-sized, medium-sized and micro-sized enterprises to

gathering information and financial support.

China's State Council unveiled a national plan on December 2014, dubbed
"Made in China 2025". It is the first 10-year action plan designed to transform
China from a manufacturing giant into a world manufacturing power. It is also a
reform and a new milestone in Chinese economic history. This plan is not just
focused on the manufacturing industry, but also needs strong information
technology and financial support, which would lead China into a new stage of

the world. The main concepts have been shown as below figure.
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Made in China 2025

The 4 advantages

Market Enterprises Strategy Talents

The 10 key sectors

New information Numerical Aerospace High-tech ships Railway
technology control tools equipment equipment

Energy saving Medical Agricultural Power
matenals devices machinery equipment

Figure 5 The main concepts of ‘Made in China 2025

3.2 The crowdfunding industry in China

While the Chinese government is actively addressing these issues through their
12" Five-Year Plan and poverty-reduction initiatives, China’s Small and
Growing Businesses (SGBs) also play a significant role in meeting these SE
challenges. SGBs generate significant economic development and
employment opportunities, which is the positive contribution to Chinese society
and economics. Yet, they are still facing some challenges, including financial

constraints and limitation, which could be the barriers for the development of
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their capacity and expansion. With the increase of the numbers of SGBs, the
needs for funding and investment are getting urgent. Lack of financing for SGBs
has significant effects including diminished innovation and economic

development (Ayyagari el 2007).

With the development of the internet, the interface with financial market is
getting deeper, which leads the internet financial mode become a creative
financial trend with strong competitiveness and high market value. Under the
support from government, the number of small-sized and macro-sized
enterprises, along with start-ups increases rapidly. Therefore, the financing
demand from those entrepreneurs is also growing, but unfortunately, the
traditional financing methods cannot fulfill the requirements, which is one of the
reason that the crowdfunding industry revolution raised with the support of the

upgrade of internet technology.

As we mentioned in Chapter 2, crowdfunding provides a new viable option for
those companies as an alternative source of financing through small internet-
based funding with lower cost and fewer constraints. Moreover, crowdfunding
targeted towards the SGBs, SMEs or innovative industries which can contribute
to national economic and development. The crowdfunding industry in China
was inspired by the rapid development of the Internet economy which is the
foundation of the new business model. The first crowdfunding industry -
founded in 2011- was later than the one in Europe and America, but thanks to
the fast growth of the Internet in China, the crowdfunding industry boomed in
following years. According to the report by iResearch, by Dec. 2014, there has
110 industry platforms nationwide, involving various field, such as science,
technology, film, photograph, publication, culture, music, real estate, agriculture,
charity and so on. The inclusion in The China Financial Stability Report 2014,
released by People’s Bank of China, appears to formalize the crowdfunding
industry as one of the China’s six Internet economic sectors. Also, legalized
identify the crowdfunding industry as: it is the business model that in order to
proceed a business or activities, the project sponsor engages small amount of

funds thorough the network provided by investors who will get a return from the
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project sponsor afterwards.

Compared with the traditional financing business model, crowdfunding is more
innovative, opening and extensive. since the equity is not the only standard for
successful business project in crowdfunding business model, it will bring a lot
of possibilities and opportunities for small scale of business projects, which is
one of the main fields that the Chinese government is focusing on during the
past and following 5 years. That is also one of the reasons that the number of
crowdfunding business platforms increase dramatically during past 5 years.
According to the 2013 report from world bank about the development of the
crowdfunding industry in developing countries all over the world, it forecasts
that all developing countries will reach up to RMB 590 billion in crowdfunding

industry till 2025, of which RMB 300 billion will be collected in China.

Shown as the below figure, in 2016, a total of RMB 22.48 billion has been raised
in crowdfunding industry national wide, which is 1.97 times of the amount in
2015 and 10.42 times of the amount in 2014. Based on the analysis from
measurable data, the total amount of equity raised by crowdfunding platforms
in 2014 is RMB 2.16 billion, while the total of equity raised from 2013 and before
is only RMB 0.35 billion.

bIRMB
25 2248

1141

2.16

0.35
-

2013 and before 2014 2015 2016

Equity through Crowdfunding
Industry
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Figure 6. Equity through crowdfunding industry in China

The first established crowdfunding platform in China is Demo Hour, which is
founded in 2011 as a supportive platform with innovative intelligence hardware
technology. Until now, it has supported over 7,000 project on the platform and
more than half of the projects have rewarded the investors successfully. While,
zhongchou.com is the most rapid development crowdfunding platform in China,
which has more than 70,000 investors in total since founded in 2012 with more
than RMB 200 billion of capitals gathered from diversity and comprehensive
scope of business, such as movie industry, information & technology industry

and fashion brands etc.

3.3 The regulatory intervention of Chinese crowdfunding

platforms

The initial combination of self-regulation and ad hoc oversight by local
authorities led to inconsistencies: many platforms operated under different
regimes according to different requirements issued by city or province
authorities. The reasons why Chinese market is unique in the world, are not
only regard to its high volumes, but also refer to the highly used of digital
financial services through online platforms, which characters with high online
connectivity, high smartphones penetration, blooming-ecommerce etc.
However, coming up with the large volumes and rapid growth of crowdfunding
industry, China is facing long-standing challenge to providing a stable economic
environment, such as regulatory and supervisory capacity, uneven playing field
and regulatory arbitrage, persistent lack of transparency and low financial

capability, particularly in rural area.
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Figure 7. Examples of policy interventions

Figure 7 captures the milestone of the policy interventions by Chinese
government in national-wild. Year 2015 is the first year of supervision of the
Internet financing industry, when the Guiding Opinions on Developing Mass
Creation Space to Promote Mass Innovation and Entrepreneurship, the Guiding
Opinions on Promoting the Healthy Development of Internet Financing, and the
Special Opinion on the Institutions to Conduct Equity Financing via the Internet
Inspection Notice and a series of policies and regulations was promulgated,

which makes the entire crowdfunding industry further standardized.

With the rapid development of the crowdfunding industry, local governments
also responded positively to the government’s call to issue relevant policies to
support the development of Internet financing industry, guide and encourage
the development of crowdfunding platforms, develop pilot public and small non-
public equity financing and strengthen risk control and standardize the
management. Guangdong province, Beijing municipality and Shanghai
municipality successively launched the development plan of non-public equity
financing industry with local characteristics, such as the Guangdong Pilot
Program on Non-public Equity Financing for the Internet and the Opinions of
Beijing Municipality on Vigorously Promoting the Innovation of Public

Entrepreneurship etc., which is intended to build as the center of China's

30



crowdfunding industry. It is also exactly under these policies that we can also
notice that many central and western provinces are also involved. Including
such as in Chongqging municipality and Guizhou city, a number of policies have
been promulgated to give great support to the non-public equity financing
industries in the regions. Undeniably, driven by the policy, China's Internet

crowdfunding industry is moving in a positive direction.
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CHAPTER 4
DATA COLLECTION METHODOLOGY
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The objective of this project is focus on the trends and development of
crowdfunding industry and platforms in China. Secondary data on crowdfunding
platforms were obtained through a research platform conducted using Internet,
gathering all the information from the platform or websites. In this chapter, |
constructed a database to collect the major information about all the
crowdfunding platforms operating in China, and the parameters and description
of data collection are shown in Appendix 1. That | could find all the data was

collected only following the study purpose of this work.

Also | interested in the models of crowdfunding platforms in China. The main
challenge in constructing the platforms’ database was the limited information
available about the crowdfunding platforms in China. | initially used the search
engine, like Google, Baidu, to find some crowdfunding platforms in China. In
order to get in depth information, | checked the platforms’ website. In addition,
we also referred the report from secondary database about the performance of

each crowdfunding platforms.

All the data has been gathered for each crowdfunding platform with their

detailed information in an excel files respectively as shown in Appendix 2.
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CHAPTER 5
DATA ANALYSIS
&
INTERPRETATION
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This chapter will illustrate and analysis the result of research, data gathered on
the crowdfunding platforms in China. Till January 2018, there are 404
crowdfunding platforms have been launched in China, including active, inactive

and closed platforms. Main characteristics were listed as following.

5.1 Distribution of platforms

According to the incomplete statistics, by the end of 2017, the total number of
crowdfunding platforms present in the market is 404, with an increase of 42.8%
by comparing with the number in 2015, and 15 times as the number in 2013.
The total capitals successfully raised by crowdfunding industry in the whole
fiscal year 2017 was RMB 22.03 trillion, which is double amount of the capitals
raised in fiscal year 2015 and 7 times comparing with the capitals raised in fiscal
year 2013 and before. By the end of 2017, the accumulated capitals raised from

crowdfunding industry reached to RMB 58.42 trillion.
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Figure 8. The number of crowdfunding platforms distribution by creation year

By incomplete statistics, the number of crowdfunding platforms distribution by
creation year is shown as Figure 8. Itis clearly illustrating that, the crowdfunding

platforms got a rapid development during 2014-2015. The number of platforms
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created in 2015 is 156, nearly 7 times than the total number of platforms created
in 2013 and before. Since 2015, the crowdfunding industry is legalized and
regulated by Chinese government, the growth rate of creating crowdfunding

platforms trends to ease.
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Figure 9. Status of crowdfunding platforms on January 31, 2018

Figure 9. shows the status of crowdfunding platforms gathering in the database.
The reasons for closed and inactive platforms were mainly small scale,
limitation of resource when comparing with designed-sized enterprise. It
generated turbid crowdfunding structures, which makes the operators

misleading the management and operation of the platforms.
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Figure 10. the number of crowdfunding platforms distribution by models

From Figure 10., it is obviously that, equity-based and reward-based models
takes 90% total crowdfunding platforms. Reward-based crowdfunding model
comes to the leading position with 258 platforms, 4 times increased comparing
with the number in 2015. The second place goes to equity-based platforms and
donation-based accounts for the third place with 32 crowdfunding platforms.
The reward-based crowdfunding platforms can be divided with two main
sectors: one is comprehensive crowdfunding platforms with multiple business
sectors, such as Jingdong Zhongchou, Taobao Zhongchou, etc.; the other
sector is the vertical crowdfunding platforms which just focus on one single
professional business area, including art, music, agriculture, movie,

entertainment, automobile, real estate, etc..

The reward-based crowdfunding platforms can be divided with two main
sectors: one is comprehensive crowdfunding platforms with multiple business
sectors, such as Jingdong Zhongchou, Taobao Zhongchou, etc.; the other
sector is the vertical crowdfunding platforms which just focus on one single
professional business area, including art, agriculture, movie, entertainment,

automobile, real estate, etc..

According to incomplete statics for operating platforms, by the end of December,
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2017, the total number of reward-based crowdfunding platform is 268, including
100 for comprehensive business sector (34.84%), 35 for automobile industry
(12.20%), 21 for music and movie industry (7.32%), 6 for real estate
investments (2.09%), 5 for agriculture industry (1.75%), , 3 for medical

treatment (1.05%) and 1 for new energy (0.04%).

Table 2. Distribution of the number for the projects by business sectors

Project Sector Total Number Percentage (%)
Comprehensive Business 100 34.84
Automobile 35 12.20
Music & Movie 21 7.32
Real Estate Investment 6 2.09
Agriculture 5 1.75
Medical Treatment 3 1.05
New Energy 1 0.04

By the end of December, 2017, crowdfunding platforms across the country are
listed in 25 provinces and cities, and most are in economically developed
coastal areas. The number of crowdfunding platforms in northeastern,
northwestern and southwestern provinces is extremely small. Guangdong
province and Beijing, as the pioneers of the crowdfunding industry, have a more
obvious platform aggregation effect and also they are the places with the largest
number of operation platforms in across the nation in 2017. Beijing ranked to
the top position with 73 platforms, followed by 439 platforms in Guangdong
province and the third place in Shanghai, Zhejiang province ranked the fourth
place, with 29 platforms and 28 platforms respectively. The following position
goes to Shandong province with 18 operating crowdfunding platforms. The
sixth place is Jiangsu province which having 11 operating crowdfunding

platforms.
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Table 2. Distributions of operating normally platforms by regions of China in

2017
Province or City Total Number Percentage (%)

Beijing 73 27.23
Guangdong 49 18.28
Shanghai 29 10.82
Zhejiang 28 10.45
Shandong 18 6.72

Jiangsu 11 4.11
Hebei 9 3.36
Henan 6 2.24
Fujian 6 2.24
Anhui 5 1.87
Liaoning 5 1.87
Hunan 5 1.87
Sichuan 4 1.49
Hainan 3 1.12
Tianjin 3 1.12
Chongging 2 0.74
Gansu 2 0.74
Xinjiang 2 0.74
Shanxi 2 0.74
Taiwan 1 0.37
Guizhou 1 0.37
Hubei 1 0.37
Guangxi 1 0.37
Shaanxi 1 0.37
Jiangxi 1 0.37

By the statistics from Yingcan Consulting, In terms of the amount of capitals
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successfully raised by the nationwide crowdfunding platform in 2017, Beijing,
Zhejiang province and Shanghai ranked the top three with a successful fund-
raising of RMB 5.49 million, RMB 5.06 million and RMB 3.13 million respectively.
Beijing, as the one of the most important economic center in China, has been
as top position since the initial of the crowdfunding industry. Shandong province
ranked the fourth place with successful fund-raising amounted to RMB 3.06
billion; Guangdong province ranked the fifth place, reaching RMB 2.55 billion
and the following is Jiangsu province with 2.01 billion. The successful funding
of the above six provinces and cities accounted up to 96.69% of the total funds
in nations. Since the economic development of the above six provinces and
cities was at the leading position in the country, with a strong sense of
investment and strong support from local government policies, therefore, the
insiders forecasted that the scale of domestic crowdfunding industry still would
be determined by these provinces and cities in the following short to medium
term. While the other provinces and cities that have crowdfunding platforms
only successfully raised RMB 7.3 billion, from which we can tell the regional

differences are still quite clear.

Regarding to the status, the crowdfunding platforms in China is just focused on
Chinese market and dominate projects, so the language used for the platforms
is only Chinese, except one platform- Dream Eggs- has bilingual (CN/EN)

website.

As discussed in Chapter 3, with the development of internet technology, a group
of IT company emerged to enter the crowdfunding industry, but also some of
the established company expanded their business sector into this new area. By
the end of 2017, 87 of companies open their own crowdfunding platform, which

can be defined as de alio.
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5.2 Taobao Zhongchou

Taobao Zhongchou Co., Ltd. founded by Alibaba Company, located in the
Hangzhou, Zhejiang province, which is the largest online retailer in APAC area,
with over 500 million registered users, more than 60 million fixed visitors per
day, and the number of online products per day has exceeded 800 million, with

an average of 48,000 items sold per minute.

With huge market share by Alibaba company, Taobao Zhongchou was
established as online crowdfunding platforms on 1% March, 2014. The mainly
projects were based on the reward crowdfunding method. In 2015, Taobao
Zhongchou successfully raised a total of RMB 1.07 billion and successfully
completed more than 3,000 projects, of which 14 projects were successfully

completed with more than capitals of RMB 10 million.

Table 4. 2015 Taobao Zhongchou Annual Development Performance

Total number of projects 3,114
Annual target raised capital 283,653,051
Annual actual raised capital 1,070,321,507
Total number of participation 6,174,447

As the below list shown, Taobao Zhongchou involved various business areas,
but most of the are technology-based projects. In 2015, the advantage of
crowdfunding in products related with science and technology was obvious. All
the ten-million projects in the crowdfunding platform were technology related
products. Among them, the project named "Xiaomi's next mobile phone
product” successfully raised RMB 35.595 million, 36 time over the target
amount of funds, which is one of the most successful crowdfunding case in the

industry. This project was initiated by Xiaomi technology company, and for the
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return, the followers can be the first pilot with new generation of mobile phone.
The project was quite popular among the fans of Xiaomi’s products with 35,595

participations into this projects.

Table 5. Raised capital of project over RMB 10 million

Raised Capital Number of Participation

(RMB)
Xiaomi's next mobile 35,595,000 35,959
phone product
Luobo Car 23,660,782 55,753
Little K Mini Intelligent 21,141,909 348,122
Adaptor
Little Yi Intelligent 16,191,730 54,230
Automobile Data Recorder
Manshen iLock A 15,102,800 23,941
PAY WATCH 14,684,019 44,054
HornetS 13,364,633 69,301
Leiting i 12,193,169 34,846
Dabai Air Cleaner 12,173,795 1,573
Papa Movie 11,989,524 9,860
Yuma Intelligent Car 11,597,621 5,879
Dashen Note3 11,185,093 12,007
Little Dog VV 10,965,549 3,187
Jimi Z4 TV 10,302,636 6,991

Taobao Zhouchou has successfully raised RMB 1070.32 million in 2015, of
which the most successful raised by technology industry has raised RMB
847.78 million in total, accounting for 79.21% of the total; followed by agriculture
sector, which has successfully raised RMB 69.68 million, accounting for 6.51%;

the total capitals raised from the design category almost equaled to the one of
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agriculture sector, with a total of RMB 61.38 million, accounting for 5.73%; the
capitals raised successfully from animation and audio-visual category was
listed in the fourth five, with RMB 29.55 million and RMB 15.18 million
respectively; the funds from public welfare and entertainment were successfully
raised up to RMB 8.87 million and RMB 5.94 million; the funds from book
category was only raised RMB 1.42 million, accounting for 0.13%; the capitals
from the rest types of business sectors was accounted to the amount of RMB

30.53 million, which stands for 2.85% of the total proceeds.
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Figure 11. Distribution of capitals raised through crowdfunding platforms by

business sectors in 2015

5.3 Crowdfunding platforms with automobile industry

there is a new trend in Chinese crowdfunding industry in 2017 - the arising of
the automobile related crowdfunding platforms. With the incomplete statics, the

total successful capital raised in automobile crowdfunding platform is RMB 9.39
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billion, which is a dramatically increasing in Chinese market. Comparing with

the capital raised in 2016, it increased 19.87%.
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Figure 12. They capitals raised by automobile crowdfunding platforms by

years

From the crowdfunding industry report 2017, the capital raised from
crowdfunding in automobile industry appears raising trends with fluctuation. By
the end of 2017, the total number of operating automobile crowdfunding
platforms is 35, including 7 for comprehensive crowdfunding platforms, and the
others are vertical automobile crowdfunding platforms. Nearly 40% of the

platforms are based in Shandong province.

Due to the new released policy and people’s consuming trends, automobile
stands more and more important position in daily life, which attracts investors’
attention. However, the automobile business section in crowdfunding industry
still need more regulations and policies to support the control and sound

development.
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CHAPTER 6
CONCLUSION
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Crowdfunding has changed the concept of venture financing, while giving
everyone an opportunity to sustain creations and entrepreneur initiations.
Nowadays, China’s crowdfunding market is growing, and can become as a

source of economic growth and innovation.

In China, the reward-based and equity based crowdfunding platforms take a
majority position. Benefited by the government economic planning and a series
of supportive policies, those two crowdfunding models are gradually evolving

from private placement to more popular ones.

Moreover, sharing economy and entrepreneurship innovation will remain the
most important market trends in the future, and more players will participate in
the crowdfunding platforms in the market. Since 2015, major e-commerce
platforms launched pre-sales crowdfunding campaigns to attract consumers.
The reward-based models can not only get financial support, but also to
promote their own brand to the public, therefore more people involved in R&D
and production process, which can realize the real customer-involved
production in the future. This kind of business model will also get more people's
approval. In the meanwhile, hatching resources and growth guidance will be
provided to project creators and to get the good quality of life for users gradually

become a new benchmark.

Speaking of the donation-based crowdfunding, which can be treated as a new
fundraising model for public welfare projects, it can enhance the interaction
between donors and fundraisers and make public welfare projects more closely
connected with the participants. But China is still lacking of experience and
regulation in running the donation-based crowdfunding platforms, so it is crucial
enhancing everyone's participation to help promote the public welfare industry
for strengthening their own governance and improving their support for
professional capabilities and services. Since China has a wild land and the
largest population in the world, the introduction of donation-based crowdfunding
platforms max promots the marketization reform of China's charity system,

which can generate benefits to everyone in China.
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While, unlike the USA and most European countries, the crowdfunding industry
is still at its beginning stage and has limited regulation, strengthening the
supervision of the crowdfunding industry is the general trend. On the one hand,
the crowdfunding platforms should protect the safety of investors’ funds, on the
other hand, the crowdfunding platforms in China need to be "legalization" and
"standardization" with more comprehensive regulations. With the constant
development of the crowdfunding industry, we believe that the government will
also promulgate the relevant regulatory details in the future to ensure the stable

and healthy development of the crowdfunding industry.
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APPENDIX |

The parameters and description of data collection

No

Parameters

Description

platform_name

platform name

url_at_creation

url of the platform when it was created

url_today

url of the platform today

company_name

name of the firm managing the platform

Al W |IN|-

no_profit

1 for no-profit firms; O for other firms.

one of the most important parameters
according to the approach was profit or
non-profit, to understand the main

objective of each platforms.

de alio

1 for diversifying companies from other
industries or traditional financial
intermediaries that enter also the
crowdfunding sectors of the financial
service industry; 0 for companies that
enter the financial service industry by
adopting an information and

technology based business model.

de alio_type

description of the sector where the de
alio entrant was operating before

creating the platform

de alio_industry

further details on the sector where the

de alio entrant was operating

closed_platform

1 for closed platforms; 0 for the

remaining platforms

10

acquired_platform

1 for acquired platforms; 0 for the

remaining platforms
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No

Parameters

Description

11

inactive_platform

1 for platforms whose website is still
functioning but no activity seems to
happen there; 0 for the remaining

platforms

12

exit_year

year of platform closure/acquisition or
last year of activity on the platform for
inactive platforms; empty cell for active

platforms

13

address (registered office)

address where the firm running the
platform is located. It may originally
launch in China or originated in other
countries but has presence with

projects in China

14

equity

1 for the equity model (i.e. the
compensation for capital providers
consists in share o f the venture,
dividends and/or voting rights); 0 for

other situations

15

reward

1 for the reward model (i.e. the
compensation for capital providers
consists in rewards, ranging from
immaterial acknowledgements- e.g. a
thank-you email or the mentioning of
crowd-funders’ support on proponent’s
web page, or small gifts, or the delivery
of a sample of the product/service that
the capital seeker aims at producing by
using the funds); 0 for the other

situations.
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16

donation

1 for the donation model (i.e. capital
providers are the donors, who do not
receive anything back from capital

seekers); 0 for the other situations

17

lending

1 for the lending model (i.e. the
compensation for capital providers is
the interest and the payback after the
lending period); 0 for the other

situations

18

mixed model

1 if equity + reward + donation +

lending>1; O for the other situations

19

model_changes

1 if there has been changes in the
crowdfunding model since platform

creation

20

language_ 2015

languages used in the platform in May
2015 for active platforms and at the last
available data for closed platforms. For
the official language of platforms, it
may also have more than one
language. This is also important to
understand if the platform is only aimed
for local or including international

projects.

21

language_changes

for the platforms that use more than
one language, the context reports
whether new languages where added
in the platform to original ones and

when the addition occurred.

22

company_foundation_year

year of creation of the company (year

when the company register)
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No

Parameters

Description

23 platform_creation_year year of creation of the platform (year
when the platform stated being online)
24 comment any comments that may be useful such

as business model, performance, etc.
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