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What is crowdfunding? 

The term “crowdfunding” refers to the practice of collecting small sums of money from a large 

number of people (the ‘crowd’) as a way of raising capital.  The money collected is currently 

treated as donations since there is no promise of a return of the money or earnings/interest.  

Every campaign gives ‘perks’ to contributors as a reward for contributing money to the 

campaign.  As long as perks are non-financial the government does not consider them to be 

securities and therefore the fundraiser is not regulated as a security offering. 

In April 2012 the JOBS Act was passed.  It changed five titles of the securities laws, one of 

which was a provision to allow companies to raise equity investment through the internet using 

approved broker-dealer registered crowdfunding platforms.  The contribution limits have been 

set but the rules have not yet been issued by the SEC.  The industry expects rules to be issued 

by the end of 2013 or the beginning of 2014.  This will be the first time in 80 years that private 

businesses will be able to solicit investment from non-accredited investors (people with less 

than $1 mil in net worth, which makes up approximately 98% of Americans) who they may not 

know. 

 

A compilation of best practices crowdsourced from the community 

 Choose the right site for you 

▫ Is there a platform that specializes in your kind of project?  (artists, musicians, non-profits, 

entrepreneurs, etc.) 

▫ If you don’t meet your goal do you get to keep your money? 

- Kickstarter: No 

- IndieGogo: Yes, if you choose the ‘flexible funding’ option 

▫ Fees: Expect 4-10% 

▫ Site navigation: is it intuitive or not? 

 

 Set realistic targets 

▫ 43% of campaigns are successful 

▫ Remember to include pre-campaign time and post-

campaign time 

▫ Asking for too much or too little can result in an 

unsuccessful campaign 

▫ Average successful campaign time: 39 days 

▫ Average individual contribution level: $25 

▫ Average amount raised (for donation campaigns): $4,776 
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 Make a compelling campaign video 

▫ Projects with videos outperform those without by 125% 

▫ Doesn’t have to be fancy but it does need to be intriguing 

▫ Tell your story, show the people behind the project, show a prototype if you have one, recap the 

perks, and say thank you 

 

 Offer rewards (‘perks’) 

▫ Successful campaigns have between 5-7 perk levels ranging from low to high end 

▫ If your endeavor will create a tangible product or service offer it as a perk, effectively pre-selling the 

items that the campaign will allow you to make/offer 

▫ Fun perk level names result in more contributions 

▫ Make sure you deliver the perks!  It’s reported that up to 70% of campaigns never deliver 

 

 Connect with friends and family first 

▫ Prime the pump before launch – line up 

contributors to make their pledge within the 

first 5 days 

▫ After spreading it to friends and family, circulate 

it on social media  

 

 Post regular campaign updates 

▫ Keep supporters (‘backers’) engaged to build momentum 

▫ Campaigns that post 1-5 updates per week double their contributions 

▫ Waiting longer than 2 weeks almost always results in unsuccessful campaigns 

 

 Resources 

▫ National Crowdfunding Association: www.nlcfa.org 

▫ Professional Crowdfunding Association: www.crowdfundingprofessional.org 

▫ Crowdfund Intermediary Regulatory Advocates: www.cfira.org 

 

 Check out some local campaigns 

▫ The Brinery: Nov 2012 -- $12,125 of $12,000 (Kickstarter – food) 

▫ My Other Voice: Feb 2013 -- $7,647 of $10,000 (IndieGogo – play) 

▫ Pinoccio: Feb 2013 -- $105,232 of $60,000 (IndieGogo – technology) 

▫ Triple Tree Farm: July 2013 -- $4,620 of $8,400 (GoFundMe – food) 

▫ Community Farm of A2: July 2013 -- $9,780 of $9,000 (Kickstarter – food) 

▫ Dancing Dog Gallery: Aug 2013 -- $11,660 of $8,000 (Kickstarter – art) 
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