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rowdfunding, or crowd 
sourced fundraising, allows a 
group of people to collective-
ly contribute small amounts 
of money in support of a 

project or initiative so that it may reach 
a goal or milestone, usually for a reward 
or incentive of some kind. While this type 
of funding was formerly the province of 
individual private investors and typically 
took place behind closed doors, the very 
notion of who a private investor can be 
has changed in the wake of massively 
successful campaigns hosted by Kick-
starter and other crowdfunding sites. And 
crowdfunding, true to its social nature, 
intentionally creates social bonds as well as dialogue and collabo-
ration between entrepreneurs and their funders. Crowdfunders, as 
a result, are becoming invested in the broadest sense of the word.  

The market for crowdfunding is exploding, reaching new and 
surprising frontiers at a rapid clip. Gaming legend Tim Schafer’s 
company Double Fine struck gold in February, raising a record-
breaking $3.3 million from over 87,000 donors in a Kickstarter 
campaign to bring a classic point-and-click adventure game to 
a thrilled community of sup-
porters. Double Fine cleared 
its original goal of $400,000 
within nine hours. As momentum 
gathered, the incredulous game 
designers posted funny video 
status updates chronicling their 
progress. They even hosted a 
Ustream broadcast to celebrate 
[OL�JHTWHPNU»Z�ÄUHS�OV\YZ�^P[O�
backers. Double Fine’s success 
is remarkable but it is likely far 
MYVT�H�ÅHZO�PU�[OL�WHU��(�YLJLU[�
Forbes article on the phenom-
enon states: “Crowdfunding has 
gone from a $32 million market to a $123 million market in the 
past two years”. 

Kickstarter claims some of the greatest name recognition among 

all crowdfunding sites. Founded in 2008 
and limited to creative projects based in 
the United States, Kickstarter requires 
that those wishing to launch a campaign 
apply for approval before being accepted 
into the program. Projects must specify 
a target amount and a deadline by which 
they aim to achieve full funding. If a proj-
ect is not fully funded by the deadline, 
it receives no funding at all. Backers’ 
WSLKNLZ�HYL�UV[�M\SÄSSLK�HUK�WH`TLU[Z�
are not processed. Should the project 
achieve full funding, however – and an 
estimated 44% of Kickstarter projects 
do – each backer has access to special 
rewards and incentives based on the 

level at which he or she has pledged.  

For example, Double Fine Adventure backers who pledged just 
$15 can expect to receive early access to the beta version of 
[OL�NHTL��H�ZOPU`�UL^�JVW`�VM�[OL�ÄUPZOLK�]LYZPVU�VUJL�P[�PZ�
complete, and several additional perks. High-end backers who 
contributed $10,000 are looking forward to a private lunch with 
;PT�:JOHMLY�HUK�9VU�.PSILY[��H�[V\Y�VM�[OL�+V\ISL�-PUL�VɉJLZ��
and all the rewards included at each level of the lower pledge tiers. 

All Double Fine backers will re-
ceive project updates as game 
development gets underway.

Although ventures like Double 
Fine have made a splash, the 
list of crowdfunding initiatives 
and sites beyond Kickstarter 
is rapidly growing to an extent 
too extensive to catalog here. 
Indeed, the crowdfunding envi-
ronment is its own ecosystem 
^P[O�ZWLJPÄJ�ZP[LZ�ZWYV\[PUN�\W�
to serve niche interests. Back-
ers are funding citizen journal-

PZT��O\THUP[HYPHU�^VYR��;=�ZOV^Z��ZJPLU[PÄJ�YLZLHYJO��KLMLUZL�
projects and medical costs for starters. (Crowdfunding is exten-
sively used in the music industry.  For an in depth look, see Kat 
Garcia and Jason Kane’s article “Crowdfunding for Music: Who 
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Needs It?” in our April 2012 issue.)  

IndieGoGo, another well-known crowdfunding site, supports 
campaigns across a variety of areas (creative, cause-related, 
commercial) and locations (the U.S., Canada, Europe and Austra-
lia). Fundly�OHZ�NHPULK�H�MVSSV^PUN�PU�[OL�UVUWYVÄ[�JVTT\UP[`�MVY�
allowing donors to create their own personal fundraising pages, 
with organizations like Teach for America and Habitat for Human-
ity coming on board. Rockethub focuses on creative projects as 
does Kickstarter, but it is available to international entrepreneurs 
as well.

0U[LYLZ[LK�PU�M\UKPUN�ZJPLU[PÄJ�YLZLHYJO�WYVQLJ[Z&�([�4PJYVY`aH��
graduate student Lydia Chilton is trying to determine whether 

a computer can generate a joke. Star Trek fans will think of the 
android character Data and that’s no accident – there’s a framed 
portrait of Data, signed by the actor Brent Spiner, visible in the 
corner as you view Chilton’s introductory video. Over at Petridish, 
graduate student Rachel Aronson aims to preserve the culture of 
climate refugees. Aronson promises potential backers that she will 
bring them along with her by blogging and tweeting frequent up-
dates as she travels to Alaska to interview Inuit climate refugees 
in remote villages. Those who want to fund projects that have a 
positive impact on the environment can do so at GreenUnite, an 
VɈZOVV[�VM�WVW\SHY�JYV^KM\UKPUN�ZP[L�HelpersUnite.  

Want to have a hand in getting your next favorite television show 

on the air? Try Mobcaster, where you can 
watch entire TV shows that have been funded. 
If your interest is strictly computer games, 
check out 8-Bit Funding. Those interested in 
visual journalism will gravitate toward Em-
phas.is, which lists a project documenting life 
at the border of North Korea.  

Several crowdfunding launch pads have 
LTLYNLK�[V�ÄSS�JVTT\UP[`�HUK�WLYZVUHS�
needs not addressed by larger sites such as 
Kickstarter. Crowdtilt�VɈLYZ�`V\�[OL�VW[PVU�VM�
supporting an urban garden fund, for example. 
GoFundMe presents opportunities across a 
range of categories from charity walks to the 
M\SÄSSTLU[�VM�WLYZVUHS�KYLHTZ�SPRL�H�Z[\K`�

abroad trip to Italy. YouCaring enables people to solicit funds for 
medical expenses and adoptions, while GiveForward is devoted 

expressly to alleviating the burden of large medical bills. People 
with an interest in education should consider a site like Takeas-
hine, which enables underprivileged students in New Orleans to 
attend college.  

;OLYL�HYL�THU`�YLHZVUZ�^O`�M\UKLYZ�OH]L�ÅVJRLK�[V�Z\WWVY[�
such projects. Nearly all crowdfunding sites prominently present 
the human side of each project through video interviews with re-
cipients explaining the story of their project, why they’re passion-
ate about it, and what they will do with the funds raised. There 

“Gaming legend Tim Schafer’s 
company Double Fine struck 
gold in February, raising a  
record-breaking $3.3 million 
from over 87,000 donors in a 
Kickstarter campaign”
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is a clear expectation that recipients of crowdsourced funding 
will keep their community involved as the project gets underway. 
Lydia Chilton invites backers to share feedback and analyze 
data alongside her as she works to uncover whether or not a 
computer can generate jokes.

Funding a project doesn’t begin and end with a donation. 
Rather, it brings you into a community of supporters who 
become part of the life of the project itself.  Kickstarter’s tag 
line, “Fund and follow creativity”, captures this dynamic well.  
Following a project gives you the opportunity to be a part of 
something larger than yourself. You also get to select what 
campaign will receive your support. If journalism is a topic in 
which you have a strong personal interest, you can put some 
of your money toward a project in that category.

0[»Z�PTWVY[HU[�[V�UV[L�[OH[�JYV^KM\UKPUN�KPɈLYZ�ZPNUPÄJHU[S`�
from microlending.  Sites like Kiva became well known long 
ILMVYL�[OL�HYYP]HS�VM�2PJRZ[HY[LY�HUK�^LYL�KLZPNULK�^P[O�H�KPɈLYLU[�
purpose in mind. Kiva allows socially conscious lenders to sup-
port entrepreneurs, primarily in the developing world, who have 
little or no access to credit. A typical loan might assist a single 
mother in Cambodia in the purchase of threads to weave tradi-
tional textiles so that she can expand her business and support 
her family. Loans can be made for as little as $25. Once a loan 
has been repaid (Kiva’s site boasts a 98.9% repayment rate), a 
lender is encouraged to re-loan funds to another entrepreneur. To 
date, over one million Kiva users have lent over $300 million to 
entrepreneurs in over 200 countries.  

A similar site, Prosper, facilitates peer-to-peer lending within the 
United States. Prosper assigns each loan a credit rating, a term 
(from 1-5 years) and a rate of return. A loan might assist some-
one with debt consolidation or home improvement. This helps 
American borrowers access more reasonably priced credit in an 
uncertain economy in which traditional bank loans have become 
KPɉJ\S[�VY�L_WLUZP]L�[V�VI[HPU��7HY[PJPWH[PVU�PZ�ZPTPSHY�[V�2P]H!�
Prosper counts nearly 1.3 million members who have lent $326 

million to their peers.

While many crowdfunding sites describe their services as free, 

they often charge funded projects a fee of 3-5%. If a campaign 
KVLZU»[�YLHJO�P[Z�[HYNL[�NVHS��ZVTL�ZP[LZ�SPRL�0UKPL.V.V�VɈLY�[OL�
option to keep the funds that have been raised for a fee of 9%. 
Credit card transaction fees in the neighborhood of 3% are often 

assessed in addition to this. And as with most investment oppor-
tunities, funders are advised only to pledge money if they are 
comfortable parting with it. 

Small businesses and startups, formerly barred from the entre-
preneurial marketplace of crowdfunding, are now permitted to 
enter it. President Obama, upon signing the JOBS Act into law 
last month, asserted that this development could have a sig-
UPÄJHU[�HUK�WVZP[P]L�LɈLJ[�VU�PUUV]H[PVU�PU�[OL�<UP[LK�:[H[LZ��
“For startups and small businesses, this bill is a potential game 
changer”, he said. Traditionally, a small business could only 
ZLLR�M\UKPUN�MYVT�ÄUHUJPHS�PUZ[P[\[PVUZ�HUK�WYP]H[L�PU]LZ[VYZ��
Obtaining the necessary capital to make the company viable 
^HZ�KPɉJ\S[��5V^�P[�PZ�SLNHS�[V�ZVSPJP[�\W�[V����TPSSPVU�H�`LHY�PU�
ZTHSS�PU]LZ[TLU[Z�VUSPUL��VɈLYPUN�LX\P[`�VY�V[OLY�PUJLU[P]LZ�PU�
return

Investors, for their part, are not allowed to kick in more than 
a certain amount of their annual income or net worth. Anyone 

“Those interested 
in visual journalism 
will gravitate toward 
Emphas.is, which lists 
a project documenting 
life at the border of 
North Korea”

“Crowdfunding has 
gone from a $32 
million market to a 
$123 million market in 
the past two years”
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earning under $100,000 a year may not contribute more than 
$2,000 in a company, for example. Some observers have voiced 
a concern that unsophisticated investors may fall victim to fraud. 
The Securities and Exchange Commission must now determine 
the proper regulatory mechanisms for addressing these issues, so 
for the time being there will be a certain amount of risk associated 
with this class of investments.

Risk notwithstanding, crowdfunding is clearly here to stay and it 
appears likely to keep growing by leaps and bounds in the com-
ing years. That will be in large part due to the personal nature 
of connections forged on crowdfunding sites. Whether helping 
`V\Y�JV\ZPU»Z�YVJR�IHUK�[V�YLSLHZL�[OLPY�ÄYZ[�HSI\T�VY�Z\WWVY[-
PUN�[OL�MHYH^H`�ZJPLU[PÄJ�YLZLHYJO�L_WLKP[PVU�VM�ZVTLVUL�`V\»]L�
never met, you’re going to want to follow their story. Crowdfund-
ing closes the gap and makes these joint ventures possible, one 
campaign at a time.

5RVH�GH�)UHPHU\�LV�YHQWXULQJ�EH\RQG�VRFLDO�PHGLD�DQG�VSRUWV��<RX�FDQ�ILQG�KHU�RQ�7ZLWWHU�
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