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WHAT ARE THE TYPES 
OF CROWDFUNDING?
Reward-based crowdfunding is based on ‘donations for 
gifts’, where funders give money to activities in return for 
rewards



WHAT ARE THE TYPES 
OF CROWDFUNDING?
Equity-crowdfunding, rather than donate money, funders 
invest money in an activity and, in return, receive shares or 
equity.



WHAT ARE THE TYPES 
OF CROWDFUNDING?
Other types include - Donation and debt



WHAT DOES 
CROWDFUNDING 
MEAN FOR THE ARTS?
In five years Kickstarter, a reward-based crowdfunding 
platform, has raised over US$1 billion for creative projects 
worldwide



WHAT DOES 
CROWDFUNDING 
MEAN FOR THE ARTS?
In 2012 the US National Endowment for the Arts gave out  
US$146 million, during the same year, Kickstarter funded 
roughly US$323 million of art-related projects.



WHAT TYPES OF 
PROJECTS HAVE USED  
CROWDFUNDING? 



27

Category Successfully 

funded 

Less than

$1,000 

$1,000 to 

$9,999 

$10,000 to 

$19,999 

$20,000 to 

$99,999 

$100,000 to 

$999,999 

$1 million 

raised

All 41,336 4,837 27,260 5,140 3,512 556 31
Technology 720 41 276 98 197 102 6

Fashion 897 100 552 128 101 15 1

Dance 903 79 762 49 13 0 0

Photography 1,092 178 730 130 54 0 0

Comics 1,163 172 729 146 100 15 1

Food 1379 71 741 339 221 7 0

Design 1469 112 549 272 396 137 3

Games 1696 97 714 309 415 143 18

Theatre 2831 399 2144 201 84 3 0

Publishing 3401 553 2267 363 205 13 0

Art 4165 805 2919 316 121 4 0

Film & Video 10007 1029 6193 1533 1150 101 1

Music 11613 1201 8684 1256 455 16 1

COMPARISON OF PROJECTS FUNDED 
THROUGH KICKSTARTER PLATFORMKICKSTARTER - 2013 (Note - now at over 60,000 successfully funded.)
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WHAT IS NEXT FOR 
CROWDFUNDING AND 
THE ARTS?
There are currently over 20 crowdfunding platforms for 
the arts and creative industries worldwide
demohour.com (2011) and dreamore.com in China



EQUITY 
CROWDFUNDING 
FOR THE ARTS 
& CREATIVE 
INDUSTRIES
PENNY NAGLE & CONOR ROCHE 

JUNE 2013

CultureCrowd.co.uk



WHAT IS NEXT FOR 
CROWDFUNDING AND 
THE ARTS?
While crowdfunding is still maturing, there is already a    
backlash against rich artists asking for cash for 
commercial projects









WHAT IS NEXT FOR 
CROWDFUNDING AND 
THE ARTS?
To date there is no dedicated equity-crowdfunding 
platform for the arts and cultural industries



WHY IS EQUITY 
CROWDFUNDING 
IMPORTANT FOR THE 
ARTS?



WHY IS EQUITY 
CROWDFUNDING 
IMPORTANT FOR THE 
ARTS?
AVERAGE CAMPAIGN SIZE

25

6% of the funds raised on equity crowdfunding 
platforms were for projects that drew less than 
$10,000 of funding in total while 21% of the funds 
raised by equity platforms were raised for projects 
that drew $250,000 or more in funding.21  [ see 
chart page 26 ]

For comparison purposes, at the time of writing 
Kickstarter, the reward-based crowdfunding 
platform that specialises in raising funding for 
creative projects, has successfully funded 2,144 
theatre projects worth $1,000 - $10,000, yet only 
three worth $100,000 - $1 million and none worth 
over $1 million. 22  [ see table page 27 ]

Considering the investment size typical of equity 
crowdfunding, it follows that equity crowdfunding 
is more suitable to large productions and arts 
projects where there is a clear potential return on 
the investment. However, at the time of writing 
and to the authors’ knowledge, no arts project 
has successfully raised funding through equity 
crowdfunding in the UK.  It should be noted that 
The Waterbabies musical has just launched July 
19, 2013 on Crowdcube, having raised £800K 
offline, they are now asking for a further £1 million 
through the platform.  For further analysis please 
see www.culturecrowd.co.uk

The Appendix includes a reference to Broadway 
Producer Ken Davenport’s success in raising 
just over $2.5 million (55%), using equity 
crowdfunding, to fund his recent production of the 
musical Godspell in New York. 

As noted previously, in the USA, until the law 
changes, investors can only participate in equity 
crowdfunding if they are “accredited investors” i.e. 
high net-worth individuals. 

Ken Davenport’s crowdfunding was enabled 
simply through his own social media channels 
and other traditional communication channels.  
His lawyers and accountants created the structure 
for investment, much in the way that Broadway 
producers have been doing for many years.  In 
his example, there was no technology platform 
as intermediary and none of the benefits that 
technology offers.

AVERAGE 
CAMPAIGN SIZE

CROWDFUND 
MODEL

DONATION
$ 664
REWARD
$ 4,076

EQUITY
$ 84,597

LENDING
$ 5,587
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WHAT ARE THE 
OPPORTUNITIES FOR 
THE ARTS WITH 
EQUITY 
CROWDFUNDING?



NEW INVESTMENT 
OPPORTUNITIES
Equity crowdfunding has the potential to attract new 
investors to the arts and creative industries while 
encouraging existing investors to make further investments.



DEMOCRATISING 
INVESTMENT
Equity crowdfunding democratises investment by reducing 
investment overheads and facilitating accessible and 
transparent investment. This has the potential to 
encourage atypical investors in the arts because people 
can invest as little as £/€/¥/$ 1. The potential to eliminate 
the ‘old-boy’ network and enable a new class of investor 
in the arts. 



SUITABLE FOR BIG 
BUDGET PRODUCTIONS
Equity Crowdfunding is currently more suitable for big 
budget productions and projects than reward-based 
crowdfunding which is more suited to smaller campaigns.

AVERAGE CAMPAIGN SIZE
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EQUITY PLUS REWARDS 
FOR THE ARTS
A hybrid crowdfunding model of equity plus rewards, or 
return on investment (ROI) plus ‘soft’ benefits, mitigates 
the fact that there may not be an immediate exit strategy or 
financial return. This model provides investors with the 
perks more typically associated with arts investment.



AN OPPORTUNITY FOR 
INFORMING 
COMMISSIONING AND  
MATCHED FUNDING?
Crowdfunding provides arts funders with an opportunity to 
evaluate projects that have acquired both an audience and 
some funding through crowdfunding. This could be a new 
way to inform commissioning strategies and to raise 
additional money.



A NEW MODEL AT A 
NASCENT STAGE OF 
DEVELOPMENT
Given that regulated crowdfunding platforms (in the UK) are 
still less then two years old and that these platforms are 
currently primarily used to enable small numbers of 
investors to invest large amounts of money in new 
business, the market is open to develop in a myriad of 
ways.



CHALLENGES



ENSURING INTELLECTUAL 
PROPERTY PROTECTION
Protecting the intellectual property (IP) of projects exposed 
on an equity crowdfunding platform requires each project 
to indemnify and ensure their own copyright protection 
before exposure.



MAINTAINING CONTROL
Businesses are typically governed to maximise profit for 
shareholders. Arts projects require the preservation of 
artistic control and creative leadership. Equity 
crowdfunding in the arts highlight the tension between 
these two positions.



UNSUITABLE FOR THE 
AMATEUR 
ENTREPRENEUR
Unlike reward-based crowdfunding, equity crowdfunding 
platforms require experienced arts entrepreneurs, 
producers and practitioners. Soliciting investment in 
commercial arts projects is always high risk and 
complex.



COSTS OF COMPLIANCE 
AND DANGER OF 
LITIGATION FROM 
SMALLER INVESTORS
Costs of compliance could be disproportionately high and 
there will be a higher risk of litigation from smaller 
investors who do not understand the risks of investing 
in private companies. Further work is required into the legal 
and accounting specifics of equity crowdfunding for the 
arts.



CASE-STUDIES





“make it possible for people to invest as much or as 
little as they like in startups”

Any user can invest any amount in any project listed on 
Seedrs

Seedrs is regulated by the Financial Conduct Authority 
in the UK

Seedrs retains 7.5% of the total  investment raised

SEEDRS.COM





“An exclusive online market place and match making 
platform for film makers and film professionals”

Investors must be SEC accredited and vouched for by 
two other members of Slated

All projects / pitches are vetted by Slated

Size of productions 
$500K – $15M for features
$250 – $2M for documentaries

SLATED.COM





"a grassroots investment platform”, where users invest money in 
a range of projects from games, movies, and TV shows 

Users can only invest RMB 100 per time and a total of  two 
investments can be made

Investors receive a reward i.e visit to film set, T-shirt etc. and an 
expected annual return of 7% on the original investment 

Yule Bao is managed by Guohua Life Insurance who will place 
the money into its own set of wealth and insurance funds and 
subsequently into the entertainment industry

YULE BAO / ALIBABA



INTERNATIONAL 
REGULATION



UK AS AN EQUITY 
CROWDFUNDING LEADER
The UK has stolen a march on the rest of the world by 
creating a legit imate environment where equity 
crowdfunding investors are protected by the Financial 
Conduct Authority (FCA). This has created a unique 
opportunity to position the UK as an international hub for 
equity crowdfunding.
SEEDRS.COM (2012) and CROWDCUBE.COM (2013)



EQUITY CROWDFUNDING 
IN THE EU
In the EU, equity crowdfunding platforms must comply with 
EU regulations; each individual country’s regulations; and 
each individual country’s interpretations of EU regulations. 
This complicates and obstructs equity crowdfunding 
regulation in the EU.



EQUITY CROWDFUNDING 
IN THE EU
New report from the European Commission ‘Unleashing the 
potential of Crowdfunding in the European Union’ March 
2014, promotes liberalising regulation. 
COMPANISTO.DE AND FUNDEDBYME.COM



EQUITY CROWDFUNDING 
IN THE US
Following the JOBS act 2012, equity crowdfunding is a 
legal means of raising capital in the US. However the SEC 
is reviewing regulation to enable companies raise capital 
from 'non-accredited' investors. There are currently a 
number of state level exceptions. Companies can advertise 
online that they are seeking investments (see Slated.com). 



EQUITY 
CROWDFUNDING IN 
CHINA
A regulatory vacuum has blurred legal boundaries for 
Internet financing in China. The CBRC is leading research 
on how to regulate peer-to-peer lending and it is unclear if 
equity crowdfunding is considered ‘illegal fundraising’ and  
an illegal means of raising capital. Chinese law does not 
allow unregistered companies or individuals to sell stakes 
to the public. 



EQUITY 
CROWDFUNDING IN 
CHINA
The Shanghai Free Trade Zone, provides an opportunity 
for innovation in financing, nationally and internationally. 

THERE ARE NO EQUITY CROWDFUNDING PLATFORMS 
IN CHINA



THE STATE OF 
CROWDFUNDING IN 
CHINA



THE STATE OF 
CROWDFUNDING IN 
CHINA
'The largest amount raised for a single project at 
Demohour was Y1.6 million (about US$260,000), 131 
percent of the target, for a cartoon movie named Big Fish 
and Chinese Flowering Crabapple. 3596 users backed the 
project. The most supported project, also a movie called A 
Hundred Thousand Bad Jokes, raised Y1.3 million (about 
US$210,000) from 5,533 users.' - source World Bank, 
‘Crowdfunding’s Potential for the Developing World’ 2013



THE STATE OF 
CROWDFUNDING IN 
CHINA
By 2025 the Chinese crowdfunding industry is estimated 
at US$50 billion - source World Bank, ‘Crowdfunding’s 
Potential for the Developing World’ 2013



THE STATE OF 
CROWDFUNDING IN 
CHINA
Weak intellectual property protection in China dissuades 
people from posting their ideas online. 



INTERESTED?
CONOR@BOP.CO.UK
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