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Abstract 

Social enterprises are becoming increasingly relevant as alternatives to traditional busi-

nesses. Specialized crowdfunding platforms that serve social or philanthropic purposes 

are one example of those social enterprises. However, such organizations are facing var-

ious challenges while creating social value. The emerging blockchain technology may 

hold a potential to enable the social value creation process of those social crowdfunding 

platforms by serving as an alternative infrastructure. Yet, there is no proof of how this 

nascent technology could enable this process. The aim of this thesis is to bridge this gap 

by exploring whether this technology enables social value creation of crowdfunding plat-

forms if used as an alternative infrastructure. In order to fulfill this purpose, we have the 

research question: “How does blockchain technology as an alternative infrastructure for 

social crowdfunding platforms enable social value?”. A further evaluation and compari-

son with a non-blockchain based platform enables us to develop a generalizable 

knowledge and to extrapolate practical implications. 

 

Method: We adopted a cross-case research strategy accompanied with a multi-variable 

analysis design to explore a social crowdfunding platform that runs on a blockchain tech-

nology and compare it with another that runs on traditional systems. 

 

Conclusion:  Based on our findings, the blockchain technology as an alternative infra-

structure for social crowdfunding platforms appears to enable their social value creation 

process through reducing operational costs, increasing trust in the platform, and facilitat-

ing a wider crowdfunding community. However, it still often shows major adoption chal-

lenges in terms of development costs and legal ecosystems.  
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1 Introduction 

______________________________________________________________________ 

"Social entrepreneurs are not content just to give a fish or teach how to fish. They will 

not rest until they have revolutionized the fishing industry." 

- Bill Drayton (Ashoka CEO and Founder) 

 
 

Today, there has been an increasing number of entrepreneurs offering new solutions to 

the typical social problems using new technologies and innovative business models (Per-

rini & Vurro, 2006; Seelos & Mair, 2005). Therefore, those so called “social entrepre-

neurs” are often referred to as social revolutionaries who are always aspiring for a change 

towards the greater good by aiming to increase societal participation and address those 

communities who are economically marginalized (Yunus, 2007). Social enterprises are 

meeting the social challenges with innovative ideas and self-sustaining and scalable busi-

ness models behind them (Weerawardena & Mort, 2006; Yunus, 2007). Moreover, ad-

dressing issues of society can also imply an opportunity for monetizing as Harding (2007) 

claimed. One pressing problem of social enterprises is how they could maintain a com-

petitive advantage while fulfilling their social objectives (Doherty, Haugh & Lyon, 2014).  

 

The underlying core activity of social entrepreneurship is creating social value (Santos, 

2012). Social value can be formed in different ecosystems such as building an engaged 

community, demonstrate impact, increase business acumen, enhance market accessibility 

or provide access to capital (LePage, Ramirez & Smith, 2014; Tracey & Phillips, 2007). 

One way to incubate those value creating activities is through establishing a crowdfund-

ing platform as a social business by targeting those projects which government is not able 

to support and banks are not willing to finance either (Yunus, 2007). 

 

Crowdfunding is described as a novel funding method allowing individual business 

founders (people or businesses), including social entrepreneurs, to request funding from 

many individuals (peer-to-peer) in return for future products or equity (Mollick, 2014; 

Ordanini, Miceli, Pizzetti & Parasuaraman, 2011). Donations from the crowd can be also 
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received in socially focused platforms forming one model of what we refer to as social 

crowdfunding platforms (Mollick, 2014; Ordanini et al., 2011). Crowdfunding platforms 

are fostering accessibility to those who either cannot get access to funding or getting high 

interest rates from regular bank loans because of the risk implied (Gerber, Hui & Kuo, 

2012). Moreover, crowdfunding is enabling other social ventures to fund ideas or solution 

which are oftentimes not focused on financial returns, and thus, having hard times to get 

backed up by investors or banks (Bernardino, Santos & Ribeiro, 2016; Stiver, Barroca, 

Minocha, Richards & Roberts, 2015; Stapylton-Smith, 2015). Therefore, there is an ex-

ponential growth of social businesses seeking finance in crowdfunding platforms (Stria-

punina, 2019).  

 

According to numerous researchers, there is a constant need for innovation in social busi-

ness models as well as in the crowdfunding ecosystem which includes the exploitation of 

technical innovations (Leadbeater, 1997; Lenz, 2016; Sullivan Mort, Weerawardena & 

Carnegie, 2003; Thompson, 2002). The blockchain technology has the reputation to dis-

rupt industries with a not yet imaginable impact (Schweizer, Schlatt, Urbach & Fridgen, 

2017; Swan, 2015). The accompanying benefits of blockchain, such as cost reductions 

and enhanced efficiency, can boost social value creation of social crowdfunding platforms 

(Salviotti, De Rossi & Abbatemarco, 2018; Zhu & Zhou, 2016; De Filippi, 2015). But 

what is blockchain? Why does it have the potential to disrupt whole industries? And why 

might this technology be especially interesting for social crowdfunding platforms to look 

at?  

 

The journey started in 1990, as the researchers Haber and Stornetta described practical 

procedures for digital time-stamping of digital documents to assure that the code has not 

been changed. It took almost 20 years and several financial crises later before Satoshi 

Nakamoto (2008), an unknown person/group behind Bitcoin, described the blockchain 

technology as a distributed peer-to-peer-linked database, where non-trusting parties can 

interact without the need for a trusted authority (Swan, 2015). Once a block is added to 

the chain, it is immutable (Casino et al., 2018). More than ten years later, the technology 

was developed further with the current state of "Blockchain 3.0" enabling applications 

such as secure peer-to-peer financing and smart contracts which are necessary for 
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blockchain-based crowdfunding (Casino, Dasaklis & Patsakis, 2018; Chen & Zhu, 2017; 

Salviotti et al., 2018; Swan, 2015).  

 

One successful example of a blockchain based social crowdfunding platform is Everex. 

This company is bringing banking services to over 2 billion people who do not have a 

bank account. Everex network allows anyone to request microcredit and send fiat pay-

ments from anywhere in the world. Moreover, Everex gives those people access to a mo-

bile based wallet that serves as a bank account with all of the related services but with no 

fees for exchanging money to enhance accessibility. Furthermore, people can use the wal-

let to get micro-loans, and micro financing at rates that are affordable (Everex, 2019). 

Traditionally, transaction fees and exchange costs can add up to 24% or more just to 

exchange currency and move it from one country to another (Evans, 2017). Everex is 

considered as a social enterprise by giving people access to finance which they could not 

get before. The blockchain technology can save transaction costs as well as exchange fees 

making banking more affordable to those who otherwise would not have access to.  

 

What makes the technology most interesting for social entrepreneurship as well as crowd-

funding are the benefits coming with this technology. Several perks were associated with 

this emerging technology such as greater transparency, enhanced security, improved 

traceability, increased efficiency and speed, and finally reduced costs (Grech & Camilleri, 

2017; Hooper, 2018; Priya, Khatri & Dixit, 2018). The significance of these attributes 

stems from the values and potential capabilities blockchain technology shares with social 

crowdfunding to innovate (Adams, Kewell & Parry, 2018). Most importantly, social en-

terprises integrating the blockchain technology into their business models are argued to 

boost their social impact serving individuals and businesses that were not accessible be-

fore (Zhao, Fan & Yan, 2016; Zhu & Zhou, 2016). Yet, more research is needed to explore 

how social crowdfunding platforms could integrate blockchain technology into their busi-

ness model to enable their social value creation process. 

 

  



 

 4 

1.1 Research Problem 
 

Social crowdfunding platforms are helping to get access to funds for those socially moti-

vated projects, which banks are not willing to finance because of the high risk implied. 

Social entrepreneurs usually have hard times to reach out for venture capital because they 

are not primely focused on financial returns for the shareholder (Lehner, 2013; Yunus, 

Moingeon & Lehmann-Ortega, 2010). On the other hand, social crowdfunding platforms 

are giving an opportunity for personal involvement, social impact investment, and phi-

lanthropy (Lehner, 2013; Mollick, 2014; Nicholls, 2010). Nevertheless, such platforms 

are facing a variety of challenges which are slowing down the growth and cutting down 

their potential for social value creation. Those problems are faced before, during, and 

after a social project is financed and are affecting the social value creation of all partici-

pants. 

 

Before a project was summitted, the platform is facing challenges in credibility, reputa-

tion and ultimately trust due to information asymmetry between participants (Agrawal, 

Catalini & Goldfarb, 2014; Deffains-Crapsky & Sudolska, 2014). Moreover, there are 

financial law regulations which have to be taken into consideration before contributing 

(Deffains-Crapsky & Sudolska, 2014; Heminway & Hoffman, 2011; Larralde & 

Schwienbacher, 2012). During the time the project is online, there are high intermediation 

costs between projects and investors because of third parties such as credit card compa-

nies and the platform itself which are charging commission fees (approx. 5-10%) (Def-

fains-Crapsky & Sudolska, 2014). Furthermore, intellectual property protection as well 

as potential for fraud, fake campaigns, and other cybercrime activities can endanger all 

parties involved (Agrawal et al., 2014; Deffains-Crapsky & Sudolska, 2014; Mollick, 

2013). Therefore, in-depth due-diligence has to be performed which involves high costs 

for investors and platforms (Deffains-Crapsky & Sudolska, 2014; Mollick, 2013).  

 

Crowdfunding has been utilized by social entrepreneurs for several years now, and it is 

now in a dire need to improve (Zhu & Zhou, 2016). Fortunately, a few advancements in 

the social sector are already taking place, and they are believed to have the potential to 

revolutionize how crowdfunding platforms can create social value (Agrawal et al., 2014). 
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Agrawal et al. (2014) as well as Zhu and Zhou (2016) are claiming that several crowd-

funding challenges can be solved through innovative approaches. 

 

The blockchain technology has the potential to address some of those problems men-

tioned above. For instance, credibility can be assured by enabling digital personal identi-

ties to make scam by false projects impossible (Zhu & Zhou, 2016). Payouts can be linked 

to milestones by embedding smart contracts: As an example, money can be transferred to 

the linked wallet when the project owners are submitting a document which proves that a 

certain progress was achieved to get access to funds for the next milestone (Agrawal et 

al., 2014; Zhao et al., 2016). Another approach to reduce third party costs and minimize 

due-diligence efforts of the platform is to enable crypto payments (Zhu & Zhou, 2016). 

There will be no need for a credit card company neither administrative efforts related to 

payments by the platform because payments would flow peer-to-peer (Heminway & 

Hoffman, 2011; Zhao et al., 2016; Zhu & Zhou, 2016).  

 

Furthermore, it is clear that social enterprises have to be managed like any other for-profit 

institution (Grassl, 2012; Yunus et al., 2010). Hence, there is a need for integrating inno-

vation into their business models to assure longstanding existence and stable growth. 

There are a few academical references on how potentially blockchain technology can be 

beneficial for crowdfunding platforms, yet, there are no significant investigations, on 

practical attempts to implement this technology. From a practical perspective, the creation 

of social value influenced by legal factors, business model adoption as well as other op-

erational issues has not been taken into account (Schweizer et al., 2017; Zhu & Zhou, 

2016). The value of blockchain technology resides in its potential to pave the way for 

social crowdfunding platforms to a new age of transparency, openness, decentralization, 

and global inclusion, which in return, better enables its social value creating process 

(Mukkamala, Vatrapu, Ray, Sengupta and Halder, 2018).  

 

Despite the potential of blockchain to disrupt businesses and societies, this technology is 

still emergent and dealing with many nascent problems. The main concern around this 

emerging technology is the reluctance of people and businesses to adopt blockchain in 
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their transactions (Schweizer, Schlatt, Urbach & Fridgen, 2017; Umeh, 2016). Further, 

blockchain represents a huge change from the conventional systems, even for those sec-

tors that have been experiencing digital transformations (Casino, Dasaklis & Patsakis, 

2018). One reason why blockchain is still thought of as an immature technology comes 

down to its complicated technical nature and its young knowledge available for main-

stream adoption (Casino et al., 2018). Shifting from the existing systems and legacy in-

frastructures to blockchain also represents a significantly high cost and an adoption bar-

rier for social crowdfunding platforms (Schweizer et al., 2017; Subramanian, 2018). In 

addition, the high security and efficiency of this technology are argued by many scholars 

and industry experts. Nonetheless, many regulations and legal environments still struggle 

to accommodate and control such a decentralized network (Schweizer et al., 2017; Subra-

manian, 2018; Zhu & Zhou, 2016) 

 

To conclude, there are several concerns around the efficiency, security, and adoption ca-

pacity of this emerging technology. Therefore, there is a challenge to embed its benefits 

successfully into the business models of social crowdfunding platforms. Hence, there is 

a need for a practical research on blockchain’s impact on social value creation. Therefore, 

a more exploration can help to understand how this technology can be successfully inte-

grated to serve social good. We believe that this exploration can be done firstly by iden-

tifying which intrinsic factors of social crowdfunding platforms have an impact on social 

value creation. And secondly, investigate how the benefits of blockchain technology can 

potentially influence those factors while allowing us to answer our following research 

question:  

 

How does blockchain technology as an alternative infrastructure for crowdfunding 

platforms enable social value?  
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1.2 Research Purpose 
 

Guided by the gaps identified in our literature review and believing that crowdfunding 

and peer-to-peer activities are natural candidates to the social potential impact of block-

chain networks due to its accompanying attributes of transparency, democracy, decentral-

ization, and reducing costs. Since this emerging technology has not been adequately ex-

plored in the context of social entrepreneurship either, we will focus our study on explor-

ing the status-quo of social crowdfunding platforms and whether blockchain technology 

as an alternative infrastructure has the potential to enable their social value creation pro-

cess.  

 

The aim of this study is first, to investigate the status-quo of crowdfunding platforms that 

are dedicated to serve a social purpose, and further explore whether blockchain technol-

ogy as an alternative infrastructure for those platforms better enables their social value. 

Since there is no research about the implementation of innovative blockchain technology 

within the business models of social crowdfunding platforms, we focus on an exploratory 

purpose by investigating how blockchain technology helps those platforms in their social 

mission. The research question guiding this work is:   

 

How does blockchain technology as an alternative infrastructure for crowdfunding 

platforms enable social value? 

 

Finally, this research aims to set the first milestones to the application of blockchain tech-

nologies within the context of social crowdfunding. It also opens future opportunities for 

scholars to analyze related law regulations, technical implementations, and the implied 

social significance. It is also important to mention that integrating blockchain can make 

related businesses within the crowdfunding ecosystem obsolete. This study invites other 

researchers to explore, investigate, and derive new theories starting from our research. 

Therefore, we want to motivate further explorations of potential opportunity gaps within 

the crowdfunding industry or beyond in order to empower future social entrepreneurs. 
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2 Theoretical Framework 

______________________________________________________________________ 

The purpose of this chapter is to provide a theoretical background to the three main top-

ics: Social entrepreneurship, crowdfunding, and blockchain technology. We will find and 

precise our definition of social entrepreneurship and point out why innovation is crucial 

for social enterprises. Moreover, we will point out challenges within the state-of-the-art 

business models of social value oriented crowdfunding platforms meanwhile driving fac-

tors influencing social value creation of crowdfunding platforms. Furthermore, we will 

shed light on blockchain technology and the concept behind it to drive common areas and 

finally clarify why it has the potential to enhance social value creation. 

 

2.1 Social Entrepreneurship 
 

Social entrepreneurship, as a stemming discipline within the area of entrepreneurship, has 

lately pulled a growing attention from academic scholars of entrepreneurship. Social en-

trepreneurship is all about the recognition, evaluation, and exploitation of opportunities 

while bringing in social values and serving the needs of the society, as opposed to only 

harvesting a personal benefit or maximizing shareholders’ wealth (Austin, Stevenson & 

Wei-Skillern, 2006). A social value is not fundamentally connected to profits, it rather 

fulfills pressing needs such as medical services, providing food, education, or empower-

ment (Certo & Miller, 2008). Multiple groups and organizations have started to recognize 

social ventures and enterprises. For example, the Manhattan Institute Award for Social 

Entrepreneurship acknowledge those leaders who come up with solutions to the funda-

mental social problems besides many other organizations (Certo & Miller, 2008).  

 

For a better understanding of what social entrepreneurship is, Austin et al. (2006) differ-

entiated between two kinds of entrepreneurship. They defined in their framework com-

mercial entrepreneurship as the identification, evaluation, and exploitation of opportuni-

ties that yield profit. Furthermore, their framework presented social entrepreneurship as 

the identification, evaluation, and exploitation of opportunities that yield social value. 

According to Blanchflower and Oswald (1998), the entrepreneur’s ability to spot the 
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existence of value-creating products or services, in either supply or demand, marks an 

entrepreneur’s awareness to opportunities. Hence, social entrepreneurs acquire a sharp 

understanding of social issues that enable them to meet social needs through novel organ-

izations. Numerous definitions of social entrepreneurship are consistent with the focus on 

creating social value when talking about social entrepreneurship (e.g., Peredo & McLean, 

2006; Shaw & Carter, 2007). Besides this focus on social value as a parallel goal to mak-

ing profits, most of the definitions of commercial and social entrepreneurship are similar. 

“Social entrepreneurs are one species in the genus entrepreneur” (Dees, 1998, p. 2). Ac-

cording to Grassl (2012), a social enterprise must be driven by a social mission, it must 

create positive impact on society, it must embrace entrepreneurship as a central function, 

and it finally must run on effective planning and management in order to boost markets’ 

competitiveness (Grassl, 2012).  

 

Taking a more formal approach, Austin et al. (2006) define social entrepreneurship as 

“innovative, social value creating activity that can occur within or across the nonprofit, 

business, or government sectors” (p. 2). This definition is the most interesting because of 

two reasons that fit with our research context. First, there is an explicit notion that con-

nects social entrepreneurship to innovation. Social entrepreneurship here is expected to 

integrate and apply a new technology or a new approach to create a social value. This 

emphasis on the role of innovation goes very well with the Schumpeterian view as well 

the focus on innovation in entrepreneurship. Therefore, social entrepreneurs can be 

thought of as social innovator as Casson (2005) claims. Further, Dees (1998) confirms 

how central the role of innovation is to social entrepreneurship as he suggests that social 

entrepreneurs “play the role of change agents in the social sector by engaging in a process 

of continuous innovation, adaptation, and learning.” (p. 4). The second reason is that this 

definition considers the several contexts where social entrepreneurship may take part in 

the definition presented by Austin et al. (2006) looks at social entrepreneurship as an 

activity executed by either individual entrepreneurs or organizations in both profit and 

non-profit sectors, which implies that social entrepreneurship is not represented by a sin-

gle type of organization as long as innovation and social value creation are involved.    
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With a growing interest in the social business phenomenon, definitions abound and vary 

across geographical areas (Kerlin, 2010). The most common definition is that such busi-

nesses engage in a commercial activity in order to fulfill some social goals (Doherty et 

al. 2014). From a management perspective, we decided to settle on the generally accepted 

definition established by one of the pioneers of social enterprises. Mohammad Yunus, a 

social business is “an entity that must recover its full operational costs, but with a focus 

on creating social value rather than on maximizing profit” (Yunus, 2007). Thus, social 

businesses work as hybrid structures, adopting principles from both profit-maximizing 

businesses and non-profit organizations (Doherty et al., 2014; Yunus, 2007). Dohetry et 

al. (2014) further argue that social businesses encounter several challenges and tradeoffs 

especially when securing their competitive advantages and mobilizing their financial re-

sources. One major tradeoff that several scholars talked about comes down to the conflict 

between capturing economic value and creating a social one. Social businesses are usually 

limited by economic constraints while trying to manage the increasing short-term costs 

and aiming at a long-term social value at the same time (Smith et al. 2013). 

 

2.1.1 Hybridity of Social Enterprises 

Now, one can define social enterprises by their combination of commercial orientation 

and social mission (Austin et al., 2006; Doherty et al., 2014). This combination makes 

social businesses a hybrid organizational form that differs from the concepts of economic 

organizing of traditional forms (Billis, 2010). Therefore, the management of competing 

institutional logics of both social value and commerce is a key challenge facing social 

enterprises (Pache & Santos, 2013; Tracey, Phillips & Jarvis, 2011), especially when in-

novating (Vickers, Lyon, Sepulveda & McMullin, 2017).   

 

Social enterprises are hybrids that happen to be at the forefront of addressing social and 

environmental issues, they are often also called social enterprises. Therefore, social en-

terprises are embracing a social or an environmental mission that is central to their oper-

ations and profit making (Doherty, Haugh & Lyon, 2014; Santos, Pache & Birkholz, 

2015; Seelos & Mair, 2007). Business models of social hybrids can be tracked back to 

the 19th century with different legal forms. However, they only grew, in both quantity 
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and quality, in the last few decades thanks to the more blurring boundaries between com-

mercial and social fields (Peredo & McLean, 2006).  
 

Social enterprises and social business hybrids in general have a central challenge of align-

ing profit generating activities with social impact-generation. Santos, Pache and Birkholz 

(2015) defined profit as the value captured for the owners, partners, or shareholders by 

the organization. On the other hand, they defined social impact as the value created for 

the society by the organization as a fulfillment of its mission which can embrace social 

benefits or environmental gains. While commercial businesses have the priority to max-

imize their profits for their owners (subject to several social constraints), and social en-

terprises have another priority to create social value (subject to mobilizing enough re-

sources to sustain operations), social business hybrids need to compromise competing 

expectations of capturing financial value and creating social value (Santos et al., 2015). 

It is argued that innovation is key to approach hybridity challenges of social enterprises 

and establish both financial and social sustainability in their business models (Rahdari, 

Sepasi & Moradi, 2016; Shockley & Frank, 2011). Innovation enables social enterprises 

to establish harmony and coherence among conflicting goals (Praszkier, Nowak & Cole-

man, 2010). 

 

According to the Schumpeterian view of social entrepreneurship, social entrepreneurs are 

those entrepreneurs who innovate and revolutionize while being socially oriented (Shock-

ley et al., 2011). They are the reason behind making fundamental changes in the social 

sector. They do so by addressing the roots of the problem instead of just treating the 

symptoms, reducing needs instead of just fulfilling them, and developing sustainable im-

provements and systematic changes. In this regard, the value proposition of social enter-

prises targets a neglected, underserved, or highly disadvantaged group that lacks the po-

litical clout or the financial resources to achieve self-sustaining wealth creation on its 

own. The more innovative and significant a social impact is created by social entrepre-

neurs, the more entrepreneurial they will be naturally seen according to Schumpeter as 

mentioned in Shockley and Frank (2011). Those businesses that are revolutionizing and 

reforming their industries are the ones considered the true Schumpeterian social entrepre-

neurs.     
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2.1.2 Innovation in Business Models of Social Enterprises  

Numerous researchers have emphasized the importance of innovation to social enterprises 

(Borins, 2001). Innovativeness, risk-taking, and proactiveness were even argued to be 

central to social entrepreneurship as claimed by Sullivan Mort et al. (2003). Other re-

searchers have even walked the extra mile and advocated social entrepreneurship as an 

important part of the cure to the need for fundamental redesign of welfare, as a way to 

fulfill social gaps through social innovations achieved by entrepreneurs (Leadbeater, 

1997; Thompson, 2002).  

 

Social Entrepreneurship has developed novel business models (Grassl, 2012). There has 

been an exponential growth in literature done on business models (Morris, Schinde-

hutte & Allen 2005; Casadesus-Masanell & Ricart 2007, 2010; Zott & Amit 2010; Zott, 

Amit and Massa 2010; Seelos 2010; Osterwalder & Pigneur 2010) as mentioned in Grassl 

(2012), including their applications in social entrepreneurship. Business model innova-

tion revolves around finding new streams of profit by offering new value propositions 

combinations (Yunus et al., 2010). A social enterprise should be established on a strong 

and integrated network (ecosystem) with the knowledge of what the elements of the busi-

ness are and where value can be found (Grassl, 2012).  

  

A business model is built on an underlying enterprise ontology that identifies enterprise 

as a system of structure, composition, production, and environment (Osterwalder & 

Pigneur, 2010). It is on social entrepreneurs to offer both the markets and the state prod-

ucts and services that deliver social value, it is their task to startup ventures where values 

like solidarity, affordability, and trust are well embedded into their business models. 

However, despite an obvious heterogeneity of social business hybrids, there is still a small 

number of fundamental business models of social enterprises that are sustainable (Grassl, 

2012). Nonetheless, as argued before, social businesses cannot just mimic the traditional 

for-profit business models as they need to integrate new value propositions forming fun-

damentally new models (Osterwalder & Pigneur, 2010). Social businesses need to embed 

new value constellations while sustaining the profitability of their business models, which 

was referred to in Yunus et al. (2010) as business model innovation.  
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Social value can be created in different ways such as building an engaged community, 

demonstrate impact, increase business acumen, enhance market opportunities and acces-

sibility or provide access to capital (LePage et al., 2014; Tracey & Phillips, 2007). One 

way to incubate these is through establishing a crowdfunding platform as a social business 

by targeting those projects which governments are not able to support and banks are not 

willing to finance either (Yunus, 2007).  

 

2.2 Crowdfunding 
 

The crowdfunding term first stemmed from the notion of crowdsourcing, first defined by 

Howe (2006) as “the act of a company or institution taking a function once performed by 

employees and outsourcing it to an undefined (and generally large) network of people in 

the form of an open call.” (p. 488). Business operations, solution, ideas, and feedback can 

be acquired and performed for companies depending on their business partners or even 

their customers using different mechanisms of outsourcing (Belleflamme, Lambert & 

Schwienbacher, 2010). In addition to acquiring solutions and creative business ideas, 

crowdsourcing can also make use of people’s excess of resources and capacities, includ-

ing financial resources (Howe, 2006). Crowdfunding is a financing mechanism and an 

effective channel for collecting a small and medium investment capital from the general 

public (the crowd) (Ordanini, 2009; Ordanini et al., 2011). 

 

There are currently five identified forms of crowdfunding (Belleflamme et al., 2014; Bi 

et al., 2017; Cho & Kim, 2017; Kraus et al., 2016; Mollick, 2014; Nucciarelli et al., 2017) 

and referred to in Medina-Molina, Rey-Moreno, Felício & Paguillo (2019): First form is 

equity-based crowdfunding, in which investors acquire ownership stakes or shares with 

the goal of sharing profits. Second type is lending-based crowdfunding in which investors 

get returns on their funds in the form of interest. Third type of crowdfunding identified 

by the authors mentioned above is donation-based, which is the conventional philan-

thropic type of crowdfunding. Fourth is a reward-based type, in which investors can ben-

efit from an exclusive reward such as a preferred price, pre-order, or any other type of 

agreed upon recognition. The last type of crowdfunding identified by Medina-Molina et 

al. (2019) is real estate crowdfunding, which funds the acquisition of land or homes prop-

erties.  
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Furthermore, crowdfunding is not only bringing about financial benefits, but it also ena-

bles access to larger pool of interested people who could potentially contribute on infor-

mation and intelligence fronts (Clauss, Breitenecker, Kraus, Brem & Richter, 2018). 

Crowdfunding can also facilitate access to more accurate estimation to products’ or ser-

vices’ market adoption (Clauss et al., 2018). Most importantly for the purpose of this 

thesis, crowdfunding campaigns offer greater efficiency, more transparency, and fewer 

restrictions as dependence on intermediaries is reduced (Nucciarelli, Li, Fermandes, 

Goumagias, Cabras, Devlin & Cowling, 2017).  

 

Schweizer et al. (2017) argue that crowdfunding serves markets with alternative financial 

capital and liquidity that may not be adequately available within conventional funding 

mechanisms. However, most of crowdfunding platforms still run on top of those typical 

financing mechanisms in a traditional crowdfunding ecosystem (Haas, Blohm, Peters & 

Leimeister, 2015). Payment service providers and banks are necessary intermediaries that 

represent a central part of the crowdfunding ecosystem on which crowdfunding platforms 

heavily rely for the processing and settlement of financial transactions. The following 

figure shows the structure of the crowdfunding ecosystem and the importance of third 

parties. 

Figure 1: Crowdfunding Service Ecosystem 

 
Source: Haas et al., 2015. 
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There are many interesting crowdfunding opportunities that have been lately emerging 

thanks to the increasing internet access, social media platforms (Reyes and Finken, 2012), 

and the liberation of the general public (Drury and Stott, 2011). Entrepreneurs can easily 

tap onto those emerging opportunities to acquire start-up capital for their ventures. Re-

sorting to an alternative funding option such as crowdfunding becomes relevant when 

necessary external finances are not easily accessible by new ventures, especially in their 

early stages (Cosh, Cumming & Hughes, 2009; Dushnitsky & Shapira, 2010; Irwin & 

Scott, 2010). Therefore, the idea of crowdfunding becomes relevant to exploit the crowd 

where each individual contributes just a small amount (Belleflamme et al., 2010), yet with 

a high accumulated impact instead of just relying on a few numbers of investors or banks’ 

managers.  

 

As mentioned before, crowdfunding can take multiple forms, however the most common 

ones are equity-based, lending-based, donation-based, and reward-based, according to 

Belleflamme, Lambert and Schwienbacher (2013). While substantial funds have been 

collected globally using the lending-based crowdfunding (Massolution, 2015), the re-

ward-based and equity-based ones have pulled much attention concerning their potential 

for innovation as claimed by Cholakova and Clarysse (2015). However, the expansion of 

equity-based crowdfunding platforms (e.g., Crowdcube, CircleUp) remains relatively 

smaller in numbers than reward-based ones (e.g., Kickstarter, Indiegogo), according to 

Calic and Mosakowski (2016). They further argue that a reward-based crowdfunding 

model provides both, startups and entrepreneurs, a risk-free method to estimate potential 

market response and generate new products. The majority of social crowdfunding plat-

forms, especially those aiming at humanitarian goals, are adopting a patronage model, in 

which investors are seen as philanthropists (Mollick, 2014). Mollick (2014) defined a 

patronage model as a crowdfunding model that is donation-based where investors do not 

expect a return or reward. Gajda and Walton (2013) further differentiated between tradi-

tional crowdfunding and donation-based crowdfunding as they argue that social entrepre-

neurs can make use of the social crowdfunding platforms to dedicate donations for a spe-

cific project. Thus, the reward-based crowdfunding as well as the donation-based ones 

will be further the focus of this work. 
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2.2.1 Crowdfunding Platforms 

A crowdfunding platform is responsible for coordinating and aggregating funds with pro-

jects (Cecere, Le Guel & Rochelandet, 2017). Cecere et al (2017) further argue that this 

coordination can also take place through social media platforms such as Facebook or 

Twitter, as well as the dedicated platforms that are known as crowdfunding platforms. 

Unlike traditional funding mechanisms, crowdfunding campaigns give an access to re-

wards provided to backers in addition to accessing social information on both backers and 

creators of projects (Burtch, Ghose, & Wattal, 2013; Kuppuswamy & Bayus, 2017). All 

that information is available and accessible for everyone on a platform to improve the 

transparency of information (Burtch et al., 2013).  

 

Crowdfunding platforms are websites on the internet that connect project promoters with 

project supporters. According to Gerber and Hui (2013), the project promoters are those 

seeking to fund projects through crowdfunding campaigns. Further, project supporters, 

so called backers, are those who are intending to financially invest in those projects (Ger-

ber & Hui, 2013; Niemand, Angerer, Thies, Kraus & Hebenstreit, 2018). Sousa and 

Azevedo (2018) argue that one important reason why crowdfunding platforms are grow-

ing is the simplification for both individuals and businesses to become either project pro-

moter or project supporters.  

 

The propensity to share, which is a main characteristic of crowdfunding, enables the co-

creation of goods and services (Medina-Molina et al., 2019). The concept of co-useful-

ness is also incorporated in different models of crowdfunding where agents of the system, 

such us investors, entrepreneurs, and platform providers decide on benefiting others 

through addressing a goal that is of a common interest (Medina-Molina et al., 2019). Fur-

thermore, crowdfunding platforms have created a suitable ecosystem for funding different 

kinds of projects as a result of the particular advantages they offer. Thus, a platform is 

also defined as a social or technological space where collaboration processes are cre-

ated, meaning that it is a network which includes two or more kinds of users engaging 

in a co-creation activity that creates value (Cennamo & Santaló, 2015; Nucciarelli et 

al., 2017; McIntyre & Srinivasan, 2017; Turi et al., 2017) as cited in Medina-Molina et 

al. (2019). 



 

 17 

According to Medina-Molina et al. (2019), a crowdfunding platform can take one of fol-

lowing three possible constructional models: the first model enables entrepreneurs or pro-

jects to access the funds collected when the total fund requested is fulfilled. This model 

is most suitable for projects in which a minimum start-up capital is required for the project 

to be launched. The second model gives projects or entrepreneurs access to any sum of 

funds obtained. This model is most appropriate when any amount of raised capital can be 

beneficially invested, regardless of how much money was primarily requested. The third 

model is considered a mix of the two previous models where a project is rewarded with 

funds only upon the completion of specific tasks or milestones. 

 

Social oriented business ideas as well as entrepreneurial projects of an innovative nature 

usually have a hard time accessing funding and are more exposed to a financing gap 

(Sousa & Azevedo, 2018). This financing gap is mainly a result of information asymmetry 

that makes risk assessments complicated, according to Sousa and Azevedo (2018). There-

fore, social enterprises trying to access funds face more difficulties than business/com-

mercial enterprises usually do (Doherty et al., 2014). Thus, those crowdfunding platforms 

dedicated to funding social ideas, projects, or enterprises can be considered as social in-

novation (Murray, Caulier & Mulgan, 2010). Since those platforms adopt profitable busi-

ness models (Medina-Molina et al., 2019), it can be confidently argued that those socially-

oriented crowdfunding platforms are typical examples of social enterprises. Social crowd-

funding platforms adopt profitable business models to cater innovative solutions to the 

persistent problem of funding social ideas, projects, and enterprises (Bernardino et al., 

2016; Medina-Molina et al., 2019; Ordanini et al., 2011). 

 

2.2.2 Crowdfunding in a Social Entrepreneurship Context 

Traditionally, the main financial sources for the social sector are governments’ support 

and donations. Despite of the growth in this social sector, due to increased numbers of 

social enterprise and projects, it is still struggling with accessing enough private funding 

when trying to launch and finance their activities (Bernardino et al., 2016). Furthermore, 

there is a trend in the social sector seeking finance from crowdfunding (Striapunina, 

2019). Most of the literature is considering crowdfunding as a project-based term as well 
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as a long-term commitment that offers debt or equity. Scholars link the roots of crowd-

funding to a previously identified crowdsourcing phenomena, identified as tapping onto 

the crowd to acquire ideas, solutions, and feedback to develop corporate activities (Brab-

ham, 2008; Howe, 2006). A distinct characteristic of the “crowd” is also identified in the 

literature we found as a large population number, each has a small contribution, but with 

a high potential impact (Belleflamme et al., 2010.)  

 

Firstly, the fact that the main goal of social entrepreneurship is not private wealth maxi-

mization, but financial sustainability, is not that appealing to private investors, as they 

would not get as much return on their investments as they expect. Secondly, the relatively 

small size of social enterprises hinders private funding as required capital investments are 

usually assessed as too costly to attract private investors (Guézennec & Malochet, 2013). 

Guézennec and Malochet (2013) further argue that the increased risk aversion of private 

investors, especially after it has been reinforced by the economic crisis, plays a role in 

private investors associating funding social enterprises with high risks. This perception 

of high risks associated with the social sector is explained by both, the very nature of 

social enterprises, which targets the less beneficial and most vulnerable market segment, 

and the secondariness of private investors on social enterprises and their potential in cre-

ating both profits and social value (Guezennec & Malochet, 2013). Finally, Guezennec 

and Malochet (2013) claim that the legalities of social enterprises also make it harder for 

the social sector to access a private funding as most of the social enterprises exclude the 

guarantee to pay investors a minimum rate of return.    

 

From a social entrepreneurship perspective, crowdfunding could bring more legitimacy 

and credibility to the venture as the selection process takes place through the general 

public in a democratically way. Thus, the crowd will end up choosing the social ventures 

that are worthier and more needed (Belleflamme et al., 2010; Drury & Stott, 2011; Ru-

binton, 2011). The notion of crowdfunding social ventures can work very well as ob-

served in different cases around the globe, such as Trampoline Systems UK as an example 

that obtained more than 1 million GBP (Belleflamme et al. 2010).  
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2.2.3 Factors Influencing Social Value Creation  

Social value is understood as serving needs of a society and creating a positive impact. 

This positive impact can be generated by addressing the roots of the problem instead of 

just treating the symptoms, reducing requirements instead of just fulfilling them, and de-

veloping sustainable improvements and systematic changes (Austin & Stevenson, 2006). 

In an organizational context, social value creation is seen as a fulfillment of a corporate 

mission that embraces social benefits or environmental gains (Certo & Miller, 2008). Ex-

amples for this can be medical services, providing food, education, or enabling others to 

make a living by creating or giving access to resources (Austin et al., 2006; Yunus, 2007). 

In the scope of this work, it is necessary to know what factors are influencing the process 

of creating a social value in social crowdfunding platforms in order to explore whether 

the blockchain technology potentially enables the social value creation process of those 

platforms.  

 

Building communities and establishing networks is one major aspect of social entrepre-

neurship (Di Domenico, Haugh & Tracey, 2010; Viswanathan, Echambadi, Venugopal 

& Sridharan, 2014). Crowdfunding platforms can create social value by establishing those 

communities within their platform by not only linking backers with social projects, but 

also enable all users to network among each other. Moreover, according to Lenz (2016) 

crowdfunding platforms can create greater social value by directly linking contributors 

with projects while reducing the information asymmetry between these entities.  

 

Another influencing factor related to social impact is the revenue model of the crowd-

funding platform. Commissions and other service fees are decreasing the total amount 

of funding the companies are receiving to do social good and therefore influencing the 

net social contribution in general. The influence of third-party contractors and their in-

curred costs, such as fees charged by banks, are influencing the pricing models of social 

crowdfunding platforms (Deffains-Crapsky & Sudolska, 2014). Those fees are also af-

fecting the minimum contribution amount for backers which is limiting, because small 

contributions by individuals are the most common funding source for social projects in 

crowdfunding platforms (Lins, Fietkiewicz & Lutz, 2016). Having said this, social crowd-

funding is most suitable for those projects that are targeted towards the community and 
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micro-finance activities (World Bank, 2013) as cited in Belleflamme, Lambert and 

Schwienbacher (2014).  

 

A further factor affecting the social mission of social crowdfunding platforms is that many 

social projects require a minimum amount of raised funding to be launched (Lehner, 

2013). For instance, a hospital might need a certain amount of money to purchase a diag-

nostic machine. When it comes to social value creation, the project success rate is a 

strong KPI for the platform as their focus is to generate a social value through enabling 

social projects and enterprises (Deffains-Crapsky & Sudolska, 2014).  

 

Maintaining a reliable platform represents another influencing factor. In that sense, a 

complex structure of integrated interfaces implies a high operational and technical risk 

where a negative impact on the social value creation in case of operational failure is prob-

able (Zhao et al., 2016). Companies such as PayPal, credit card corporations, and audit-

ing/rating firms are making the platforms more dependent on such third parties (Zhu & 

Zhou, 2016). Furthermore, Zhu and Zhou (2016) are claiming that user related private 

information can willingly or not willingly be shared with those third parties which might 

be unintentional by the users.  

 

Further, the platform needs to be designed to follow the industry regulations and pre-

defined rules to ensure the credibility and fairness among backers and businesses 

(Agrawal et al., 2014; Deffains-Crapsky & Sudolska, 2014). Moreover, there is a natural 

need for those platforms to deal with financial regulations based on the country platforms 

are operating in which is hindering them to reach out new markets or create a better of-

fering for their customers (Deffains-Crapsky & Sudolska, 2014). Dealing with those chal-

lenges and helping the projects is essential since regulations can decrease or hinder con-

tributions as it has been seen in the US American “Jumpstart Our Business Startups” 

(JOBS) Act including limits on the amount of money projects can raise and backers can 

contribute (Heminway & Hoffman, 2011; Larralde & Schwienbacher, 2012; U.S. Secu-

rities and Exchange Commission, 2019). 
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Being reliable, social crowdfunding platforms must process the funding data in a trusted 

and secure way to avoid suspicious changes in funding-related data which also includes 

the funding money itself (Kane, 2017). Moreover, once the minimum funding limit is 

achieved, subsequent transactions should be processed immediately for the social pro-

ject/business to start, especially those projects which are related to help people with health 

issues as an example. The platform must process the funding data in a fast, trusted and 

reliable way (Khan & Ouaic, 2019).  

 

Transparency represents another major factor in the crowdfunding ecosystem (Agrawal 

et al., 2014; Deffains-Crapsky & Sudolska, 2014). In that sense, all necessary project 

information as well as backer backgrounds has to be shared between all users to maintain 

a transparent network (Carvajal, García-Avilés, & González, 2012; Porlezza & Splen-

dore, 2016). Moreover, users need to verify themselves as legally competent persons. In 

this sense the whole process of contribution has to be transparent (Mollick, 2013). It is 

argued that those donors will likely repeat their donations if the social platform updates 

them on the progress and the success of those projects they funded (Carvajal et al., 2012; 

Gajda & Walton, 2013; Porlezza & Splendore, 2016). Reducing the general information 

asymmetry is important to verify social value creation by making the process corruption 

free and enable social democracy (Deffains-Crapsky & Sudolska, 2014; Wright & De 

Filippi, 2015). 

 

Finally, credibility, reputation, and most important, trust are the holding bars for a crowd-

funding platform (Agrawal et al., 2014; Deffains-Crapsky & Sudolska, 2014). Following 

the industry regulations and pre-defined rules, crowdfunding platforms need to maintain 

credibility and fairness among contributors and social projects to generate trust (Agrawal 

et al., 2014; Deffains-Crapsky & Sudolska, 2014). Fraud is one of the main issues in the 

crowdfunding ecosystem (Deffains-Crapsky & Sudolska, 2014; Mollick, 2013; Zhu & 

Zhou, 2016). Projects can be staged so backers will lose money. To avoid this, due-dili-

gence has to be performed, yet it implies high costs for both backers and platforms (Def-

fains-Crapsky & Sudolska, 2014; Mollick, 2013). One more important factor that is cru-

cial to establishing trust in the whole social crowdfunding ecosystem is the resistance of 

social crowdfunding platforms against cyber criminality (Agrawal et al., 2014; Mollick, 
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2013). Therefore, backers trust in those crowdfunding platforms which possess stronger 

security firewalls (Agrawal et al., 2014). 

 

2.2.4 Innovation in Social Crowdfunding 

It becomes clear that not only raising funds and donations for social projects and enter-

prises are what makes a specific crowdfunding platform creating social value, but also 

addressing those factors that are of major influence on its social value creation process 

(Bernardino, Santos & Ribeiro, 2016; Sousa & Azevedo, 2018). As previously stated in 

the literature review, there is a need for social enterprises as well as crowdfunding plat-

forms for innovative responses to the needs and problems facing both groups (Bernardino 

et al., 2016). Crowdfunding platforms, and peer-to-peer systems in general, have been 

growing in recent years due to several perceived advantages compared to tradition finan-

cial services (Lenz, 2016). Lenz (2016) expects those platforms to continue growing es-

pecially if they exploited new and innovative technologies. Those new operational sys-

tems can in return help crowdfunding platforms to offer services of better quality and 

convenience to both borrowers and lenders (Lenz, 2016). In fact, social crowdfunding in 

general integrate the latest advances in finance and technology as an innovative response 

to the needs and problems facing social entrepreneurs (Bernardino et al., 2016). 

 

Nevertheless, Lenz (2016) argues that in order for financial startups and peer-to-peer plat-

forms to be able to offer alternative financial services with the potential to replace tradi-

tional ones, new operational systems should be designed and implemented. Those new 

operational systems should take advantage of new technologies such as the latest Web 

2.0 technologies without being dependent on the older legacy systems (Scott, 2016; Uli-

eru, 2016). According to Lenz (2016), Social projects would benefit from platforms run-

ning on alternative systems by having access to a simpler application process, quicker 

decisions, and a more transparent hub through which they can flexibly monitor the pro-

gress of projects.  

 

Haas et al. (2015) looked at the structure and operations of crowdfunding services and 

came to a conclusion that the integration of financial service intermediation adds costs to 
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the crowdfunding process which can be avoided. They further argued that this intermedi-

ation costs motivate scholars and entrepreneurs to research novel designs of crowdfund-

ing platforms that could serve different kinds of businesses, especially social enterprises. 

 

One of the current technologies that are believed to revolutionize the sustainability, reli-

ability, trust, and complexity of business processes is blockchain technology (Ulieru, 

2016; Wright & De Filippi, 2015; Zhu & Zhou, 2016). Therefore, blockchain technology 

might be able to offer an appropriate alternative infrastructure to the crowdfunding plat-

forms, as it has many competitive perks compared to those of traditional financial insti-

tutions (Kewell, Adams & Parry, 2017). The benefits of this technology may be applied 

to address the needs of those platforms to enable or enhance their social value creation. 

Therefore, there is a significant need to understand how this technology works in a crowd-

funding context and how it can be used to serve social good. Finally, none of the literature 

is linking blockchain technology to the social value influencing factors. 

 

2.3 Blockchain Technology 
 

2.3.1 Definition of Blockchain Technology 

Technical definition 

"[Blockchain] orders transactions and groups them in a constrained-size structure 

named blocks sharing the same timestamp. The nodes of the network (miners) are respon-

sible for linking the blocks to each other in chronological order, with every block con-

taining the hash of the previous block to create a blockchain. Thus, the blockchain struc-

ture manages to contain a robust and auditable registry of all transactions" (Casino et 

al., 2018, p. 1).  

 

Conceptual definition 

"The blockchain as the architecture for a new system of decentralized trustless transac-

tions is the key innovation. The blockchain allows the disintermediation and decentrali-

zation of all transactions of any type between all parties on a global basis. [...] a giant 

spreadsheet for registering all assets, and an accounting system for transacting them on 
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a global scale that can include all forms of assets held by all parties worldwide" (Swan, 

2015, pp. 10-11). 

 

Summarizing, the blockchain technology is described as a continually growing public 

ledger of all transactions that have been executed: From the very first to the most recent 

block (Swan, 2015). A block is a summary of information as a code. Blocks are added by 

so-called "miners", computers connected to the network to validate transactions, in chron-

ological order. All blocks are linked to one another by using the hash, a standardized 

cryptography method, from the previous block inside the new block (Christensson, 2018; 

Priya et al., 2018). This linking makes it hard to alter the information inside the block by 

not changing the information of all previous blocks since any change inside the block 

would result an entirely different hash code (Casino et al., 2018). A time stamp, as well 

as the distribution of the (hash) information among participants, makes the technology 

more secure then databases or centralizing institutions and therefore, enables new appli-

cations (Haber & Stornetta, 1990). 

 

2.3.2 History, Background and Development 

Nowadays, scholars are talking about blockchain technology as "the fifth disruptive com-

puting paradigm" together with cloud computing (Swan, 2015; Yuan & Wang, 2018). 

The fifth paradigm is described as "fog computing" and means a seamless and continu-

ously connected physical-world with multidevice computing layer and a blockchain over-

lay for payments, decentralized exchange, and smart contract issuance and execution 

(Swan, 2015); Therefore, the economic layer the web never had (Kushida, Murray & 

Zysman, 2012; Mahmud, Kotagiri & Buyya, 2018).  

 

The concept, in general, is not new. The first researchers described practical procedures 

for digital time-stamping of digital documents in 1990 (Haber & Stornetta, 1990). Not 

until almost 20 years later, an unknown group of computer scientists called Satoshi Naka-

moto took the public anger about the recent financial crisis and introduced an alternative 

currency based on code: Bitcoin (Nakamoto, 2008). Since then, the concept has been de-

veloped further which enabled other applications beyond currency (Blockchain 1.0), 
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smart contracts (Blockchain 2.0), and government health, science and other advanced ap-

plications (Blockchain 3.0) (Swan, 2015). The development of blockchain technology can 

be summarized in three steps.  

 

The first is known as "Blockchain 1.0" and is described as a novel way of currency and 

payments. The difference between the traditional internet banking is that any transaction 

is sourced and completed directly between two individuals over the Internet without the 

need of a third party. Moreover, just as any other physical good the price is determined 

by supply and demand. The features are guaranteed transactions, authenticity, reduced 

server costs, and transactions transparency (Swan, 2015; Tschorsch & Scheuermann, 

2016; Yuan & Wang, 2018). 

 

Blockchain 2.0 is the next evolution of this technology. Swan (2015) refers to it as "de-

centralization of markets". With the enablement of smart contracts with the possibility of 

smart property (physical property rights and intangible assets such as votes, health data 

or information in general), decentralized applications (Dapps), decentralized autonomous 

organizations (DOA's), and decentralized autonomous corporations (DAC's), the era of 

financial services and crowdfunding has begun (Buterin, 2014; Swan, 2015). Companies 

started to use initial coin offerings (ICO) as potential financing for their projects and 

known corporations such as Ethereum or Ripple were created (Buterin, 2014; Tschorsch 

& Scheuermann, 2016).  

 

The current state is "Blockchain 3.0" and is described as “justice-efficiency” and coordi-

nation applications beyond currency, economics, and markets. Summarizing this chapter 

of development, this state can be explained as every possible application which includes 

the benefits of this technology such as trust, openness, independence, speed, robustness, 

global nature and effectiveness (Morabito, 2017; Swan, 2015). Examples for this are dis-

tributed codes which are able to reorganize the internet as we know it and make every 

entity truly connected. This is possible due to a new concept which can process more 

transactions per second than Blockchain 2.0. As a comparison, Bitcoin can process seven 

transactions per second, Ethereum 20, PayPal 200 and Visa 56.000 (Gujral, 2018; Hays, 



 

 26 

2018). The speed improvement of the so called “new generation players” such as EOS, 

Ripple or IOTA is remaining unknown (Gujral, 2018).  

 

2.3.3 How Blockchain Works 

Exemplary we will take a contribution from a backer to a social project. The first step 

represents two peers agreeing on a trade. This transaction between the two peers has to 

be "signed" by the backer. In the second step, the transaction is then sent to so-called 

"nodes" ("trusted" decentralized entities) to be approved before it gets authorized. With-

out blockchain, a central entity such as a bank would approve this transaction. In the third 

step, multiple transactions are collected by nodes and combined into one block. When a 

block is "full", the following transactions move to the next block (Casino et al., 2018; 

Nakamoto, 2008; Tschorsch & Scheuermann, 2016). 

 

The fourth step is representing the consensus mechanism of the nodes. A consensus mech-

anism is important because once a node authorizes a block, it becomes immutable in the 

blockchain. There are several options on how the consensus mechanism works which are 

depending on the blockchain type. In this frame of work, we will present the most com-

mon ones: Proof of Work (PoW). To ensure authentication in the PoW consensus, the 

nodes have to solve a complicated computational process. In the Bitcoin blockchain, this 

would be finding hashes with specific patterns and a leading number of zeroes. Since this 

is happening by try and error, an immense calculation and hence electric power is needed 

to solve this as fast as possible. The first node who solves it can put the compiled trans-

action information into the blockchain and getting rewarded for this. This procedure is 

called "mining" (Casino et al., 2018; Glaser, 2017; Nakamoto, 2008; Tschorsch & Scheu-

ermann, 2016;). The following graphic is a simplified visualization of a blockchain.  

  



 

 27 

 

Figure 2: Simplified Illustration of the Bitcoin Blockchain  

 

Source: Nakamoto, 2008.  

 

In the fifth step, the node has to broadcasts the block to all nodes. The sixth step, nodes 

accept the block only if all broadcasted transactions are valid, this node gets rewarded in 

different ways depending on the blockchain used. Bitcoin, for instance, is rewarding the 

nodes with currently 12,5 Bitcoins – USD 101.156,88 (14.05.2019) (Thellmann, 2018). 

One block contains the transaction information (data), timestamp, and the hash (encrypted 

version of the data) of the previous block. The latter one is making a chain out of the 

blocks: To be able to change any information in one of the previous blocks, all blocks in 

the whole blockchain have to be changed because it will ultimately generate a different 

hash (Nakamoto, 2008).  

 

Finally, the hash information, as well as transaction information, will be shared among 

all participants of the blockchain and the transaction history can be browsed online at 

blockchain.com. In our example, a trustful and lasting record that a certain project was 

backed by a certain investor is created. The following table shows the steps needed to 

create a block in a blockchain. A full description of this process can be found in appendix 

one. 
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Table 1: Steps to Create a Block in a Blockchain 

1. Step Transaction has to be initiated by one peer. 

2. Step New transactions are broadcast to all nodes. 

3. Step Each node collects new transactions into a block. 

4. Step Each node works on finding a difficult PoW or PoS for its block. 

5. Step When a node finds a PoW or PoS, it broadcasts the block and all infor-

mation to all nodes. 

6. Step Nodes accept the block only if all transactions are valid and not already 

spent by comparing the transaction information inside the block. 

7. Step Nodes express their acceptance of the block by working on creating the 

next block in the chain, using the hash of the accepted block inside the 

upcoming block. 
 

Source: Own creation based on Nakamoto, 2008. 

 

2.3.4 Smart Contracts 

The use of blockchain technology to enable smart contracts is often seen as the second 

maturity level of the technology and is therefore occasionally referred to as "Blockchain 

2.0" (Swan, 2015). Smart contracts are programs that map agreements between at least 

two contractual partners and allow automated processing of the contracts by following an 

"if-then-logic" (Buterin, 2013). In the crowdfunding context, contributor A has paid the 

contractually agreed contribution sum to the project B, then contributor A automatically 

receives the reward the two sides agreed upon. In an equity-based crowdfunding system, 

a secure equity transaction can take place through a smart contract (Zhu & Zhou, 2016). 

 

The term "Smart Contracts" is in principle not a blockchain-specific term but was coined 

in 1997 in an essay by Nick Szabo entitled "Formalizing and Securing Relationships on 

Public Networks". In 2013, the Canadian-Russian software developer Vitalik Buterin 

took up the idea of Smart Contracts again and described in his "Ethereum White Paper - 

A Next Generation Smart Contract & Decentralized Application Platform" the possibility 

of implementing smart contracts based on Satoshi Nakamoto's blockchain technology. 
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Buterin is also co-founder of Ethereum - the blockchain-based platform for programming 

and implementing these self-executing contracts, which was launched in 2015. 

 

The blockchain appears to be the ideal platform for smart contracts because it guarantees 

the fraud protection of the contracts and is also transparent for all contractual partners. In 

this respect, it offers all parties involved security that the desired operations will be car-

ried out when due. On the other hand, the properties of blockchain technology can also 

lead to problems.  For example, the basic immutability of data on the blockchain can have 

critical consequences if the program code of a smart contract is faulty and does not reflect 

a contract correctly (Buterin, 2013; Christidis & Davetsikiotis, 2016; Swan, 2015). An-

other crucial obstacle for smart contracts being publicly used is the legal binding since 

‘smart contracts’ do not fulfill the requirements being a legally enforceable contract 

(Mgcini, 2018).  

 

2.4 Blockchain Technology in Social Crowdfunding Platforms 
 

As discussed in the previous chapters, there are shared values between social entrepre-

neurship, crowdfunding, and blockchain technology. By seeing blockchain technology as 

an infrastructure facilitating the social value creation of crowdfunding platforms, we fi-

nally have to investigate how, potentially, the benefits of this technology can enable social 

good. 

 

The first benefit of using blockchain technology is to achieve greater transparency by 

using it as a distributed ledger. Since the transaction history can be accessed publicly 

(depending on the type of blockchain), everybody has the same information available at 

the same time. Moreover, all information can be only updated by consensus. As previ-

ously described, changing recorded transactions requires the alteration of all subsequent 

records and the collusion of the entire chain. Thus, information on a blockchain is more 

precise, consistent and transparent than when it is stored in databases (Hooper, 2018). In 

that sense, social crowdfunding platforms can enhance their transparency by publishing 
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the transaction history of contributions and project progress through the blockchain tech-

nology (Zhu & Zhou, 2016). 

 

The second benefit is the enhanced security coming with the blockchain infrastructure. 

First, a consensus must agree upon transactions before they get recorded. Along with the 

fact that data is stored across a network of computers instead of on a single server, hacking 

this system is almost impossible. In any business where protecting confidential data is 

crucial, such as financial services, government, or healthcare, blockchain has an oppor-

tunity to change how sensitive data is shared by preventing fraud and unauthorized activ-

ities (Hooper, 2018; Swan, 2015). As an example, the backer, as well as the project seek-

ing finance, can identify themselves through an identity verification blockchain and make 

reliable financial and informational transactions through it (Jacobovitz, 2016)  

 

The third benefit is traceability. Verifying the authenticity of assets and preventing fraud 

is possible through the immutable characteristic of the blockchain infrastructure. Every 

contribution record can be tracked down and verified for third parties to ensure public 

control over the funds (Hooper, 2018; Zhu & Zhou, 2016). Moreover, Backers can trace 

their contributions down and know exactly where their contributions were invested. By 

making sure that their contributions are really serving social missions, backers would be 

encouraged to repeat their contributions and further recommend the platforms to others 

(Hooper, 2018; Schweizer et al., 20017). 

 

The fourth benefit is related to efficiency and speed which can be increased by the block-

chain technology. Traditionally, paper-heavy processes, as well as database administra-

tion, can be time-consuming and prone to human error. Moreover, it requires third-party 

interference. With smart contracts and automated processing, those tasks can be done 

faster and more efficiently (Casino et al., 2018). By using a single digital ledger which is 

shared among participants, old processes of aligning and matching information stored in 

different servers becomes obsolete. By having one single consensus-verified information 

source, it becomes easier for clearings and settlements to be performed seamlessly and 

much quicker (Hooper, 2018). 
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And finally, reducing costs can be achieved by cutting third parties or middlemen (such 

as banks) and their requested margin for transactions or guarantees. There is no need to 

trust the trading partner, trusting the data on the blockchain is enough. Furthermore, if the 

transaction of invested money is taking place through the blockchain, bank or credit card, 

fees will not be charged anymore. The receiver of the money will be able to spend more 

on the project instead of paying avoidable fees (Hooper, 2018; Zhu and Zhou, 2016). 

 

To conclude, according to the reviewed literature, blockchain technology as an alternative 

infrastructure has the potential to enable or even improve the social value creation of 

socially oriented crowdfunding platforms due to the shared social values among social 

entrepreneurship, crowdfunding, and blockchain. Moreover, we investigated the potential 

of blockchain technology to disrupt whole industries as an innovative approach for trans-

actions (Swan, 2015). This fits to the characteristics of social enterprises to find innova-

tive approaches to create social value. By introducing crowdfunding, we could observe 

that this innovative financing approach meets the peer-to-peer logic of the blockchain 

technology which in return, makes it a good candidate for being applied as an alternative 

infrastructure for conventional systems (Mukkamala et al., 2018). And finally, we dis-

covered that the mutual objective of social entrepreneurship as well as crowdfunding is 

to enable accessibility. The combination of those three themes led us to four main intrinsic 

factors that are influencing the social value creation process of crowdfunding platforms, 

namely social purpose, reliability, transparency, and trust.  
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Figure 3: Factors Influencing Social Value Creation 

 

Source: Own creation. 

 

After reviewing the literature, we were not able to find empirical examples on how inno-

vative technologies are used to serve social good in the crowdfunding ecosystem (Casino 

et al., 2018). Suggested solutions for legal hazards, market adoption, and operational is-

sues of such businesses have not been well investigated either (Haas et al., 2014; 

Schweizer et al., 2017; Zhu & Zhou, 2016). The absence of appropriate literature inves-

tigating how the benefits of blockchain technology can potentially enable or enhance so-

cial value creation of socially oriented crowdfunding platforms (Zhu & Zhou, 2016) is 

leading our following research question:  

 

How does blockchain technology as an alternative infrastructure for crowdfunding 

platforms enable social value?  
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3 Research Method 

______________________________________________________________________ 

In the methodological chapter, the reader will get an overview of how the empirical re-

search will be conducted. The chapter starts by identifying the research philosophy, ap-

proach, and design that will best suit the purpose of the thesis. Following, data collection 

methods and techniques will be presented together with sample selection and means of 

data analysis. At the end of this chapter, ethical- and quality aspects of the research will 

be discussed. 

 

 

3.1 Methodology  
 

3.1.1 Research Philosophy  

Development of new knowledge is the main underlying concept when doing research. 

Having defined our research purpose to explore how blockchain technology as an alter-

native infrastructure for social crowdfunding platforms enable social value creation, our 

choice of the research philosophy will affect the research approach and methods used to 

collect and analyze empirical data. Defining our philosophical position while conducting 

research enables us to better understand how truths work and how we should question 

them. There are mainly two broad lines we need to identify in order to draw our research 

philosophy, namely ontology and epistemology (Saunders & Lewis, 2012).  

 

Ontology, as discussed first by philosophers, addresses the nature of reality (Easterby-

Smith, Thorpe, and Jackson, 2015). In research, the researcher’s assumptions about be-

ings (reality) are questioned by the ontological philosophy (Easterby-Smith et al., 2015). 

It is essential to mention that we assume that blockchain technology does not have only 

one reality as it is still developing and could be interpreted differently in different con-

texts. Therefore, the philosophical research ontology that goes along well with this as-

sumption is relativistic. According to Easterby-Smith et al. (2015), relativism refers to a 

world created by both politics of the business in addition to people with their different 

status, reputation, interactions, and viewpoints. Hence, a discussion among affected 
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people results in one truth which doesn’t deny the existence of other truths (Easterby-

Smith et al., 2015). 

 

The other side of the research philosophy is epistemology, defined as the philosophy of 

knowing (Easterby-Smith et al., 2015; Saunders & Lewis, 2012). This thesis is adopting 

the epistemological philosophy of social constructionism. A social constructionism per-

spective corresponds with our relativism ontology as it entails that a social reality is 

mainly formed by people through exchange of experiences and interactions. Hence, there 

might be different realities depending on the observer as realities within a social construc-

tionism approach are formed based on how individuals make sense of the surroundings 

(Easterby-Smith et al., 2015). For our research purpose, this means that blockchain tech-

nology might have distinct impacts on the social orientation of different crowdfunding 

platforms. In addition, there also may be different perceptions of how this emerging tech-

nology enables the social value creation of those platforms. This is mainly due the fact 

that we rely on viewpoints of those with distinct experiences rather than depending on 

investigating external factors that might be influential.  

 

Since some of the technical aspects of blockchain technology might directly or indirectly 

influence the social value creation of social crowdfunding platforms when integrated into 

their business model, we are also taking the pragmatism of engaged constructionism epis-

temology (Easterby-Smith et al., 2015) in consideration. As stated by the authors, a prag-

matism epistemology is a compromise between relativism and internal realism. It does 

not assume that predetermined theoretical framework or one true nature, nor does it see 

truths can be constructed by people out of nothing (Easterby-Smith et al., 2015). Many 

research philosophers emphasized the need for observations and reflections on one hand 

and concrete or abstract truth on the other hand. Dewey (1916), in particular, considered 

pragmatism as an essential perspective in management research as it sheds light on pro-

cesses that are high relevance to the knowledge being learned. We found it essential for 

this study to also integrate the pragmatism epistemology because blockchain is infor-

mation technology in nature and has several technical aspects that need to be evaluated 

accurately. Those technical aspects are important as they might have a direct or indirect 
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effect on the social value creation while processing transactions of crowd-funding plat-

forms. 

 

3.1.2 Research Approach 

Social constructionism entails that this thesis is going to use a qualitative research ap-

proach for gathering data in order to come up with new theories about a social reality 

(Easterby-Smith et al., 2015). A qualitative research is fundamentally connected to social 

constructionism (Easterby-Smith et al., 2015; Staller, 2013). However, it is also claimed 

by Easterby-Smith et al. (2015) that a qualitative approach does not grant an easy access 

to data. Therefore, we are required to follow a transparent process and clearly present 

how we investigate the problem, collect data, analyze finding, and describe all used meth-

ods and procedures. Furthermore, qualitative inquiries demand diverse data as valuable 

streams of knowledge that make generalization of knowledge possible (Easterby-Smith 

et al., 2015; Staller, 2013). That’s why we are collecting both primary and secondary data 

to better generate abstract theories about the matter being researched. The underlying 

reason for this is induction (Bansal & Corley, 2012; Brewer, 2011), which facilitates ad-

dressing the research purpose in a holistic manner (Staller, 2013). 

 

An inductive approach will enable us to develop generalizable theories as it looks at col-

lected data as a base for knowledge development through letting “the data ‘speak for 

themselves’” (Staller, 2013, p. 155), and by not having pre-assumptions before analyzing 

data sets (O'Reilly, 2012). Through interpreting empirical findings, an inductive reason-

ing may link observations of social interactions with new theories (Staller, 2013). Thus, 

induction goes hand to hand with our epistemology of constructionism that considers re-

alities as socially constructed. The data for this thesis will be formed through social in-

teractions between the authors and the shared experiences of observed teams of crowd-

funding platforms. On the other hand, induction also leads to the problem of tentative 

generated knowledge that could be easily counter argued if contradicted experiences are 

observed (Staller, 2013), which again syncs well with the selected ontology and episte-

mology.  
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3.1.3 Research Design and Strategy 

According to Yin (2014), the research focus and the types of research questions define 

the research strategy. When adopting a social constructionism perspective, case studies 

become relevant designs as human experiences and interactions can be described through 

interviews (Easterby-Smith et al., 2015). This thesis is concerned with how crowdfunding 

platforms are socially enabled by using the blockchain technology as an alternative infra-

structure. There are three different designs when conducting case studies: exploratory, 

explanatory, and descriptive research design (De Massis & Kotlar, 2014). The exploratory 

design is used to address the “how” questions, the explanatory design is used to address 

the “why” questions, and the descriptive design is used to investigate the relevance of the 

matter being researched. Based on our research purpose of this thesis, understanding how 

blockchain as an alternative infrastructure socially enable crowdfunding platforms, the 

most suitable design for our cases is an exploratory design. 

 

A case study is defined as "a systematic study of a real-life phenomenon in-depth and 

within its environmental context" (Ridder, 2017, p. 282). Yin (2014) further argues that 

deciding on a specific case study is a hard job but a well-defined study purpose helps a 

lot in establishing the selection criteria of cases. A clear design for case studies should be 

articulated prior to collecting data, a design that should be aligned with the research ques-

tions, unit of analysis, and related theories (Yin, 2005). A case study tests and understands 

in depth one or a few organizational phenomena either over time or in comparison with 

other cases at the same time (Easterby-Smith et al., 2015). According to Lee and Lings 

(2008), researchers conducing a case study method are left with two options to choose 

from a single case or several cases, according to the research question and what is best 

for their study purpose. In many cases, a single case study is adequate to address the 

research question. However, Yin (2014) supports the argument that a single case study 

might be problematic in generating generalizable results. The decision whether to choose 

a single case study or multiple ones are tied to the design of the research and the intended 

learning output. To make our investigation more accurate and credible, we decided to use 

two cases in order for us to be able to compare and evaluate how beneficial it is for social 

crowdfunding platforms to run on a blockchain technology as an alternative 
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infrastructure. Observing, interviewing, and analyzing multiple cases and compare them 

will bring about a more convincing and robust research (Yin, 2014).  

 

Conducting a multiple case study design instead of a single case has recently gained pop-

ularity as they are more rigid and often tackle many of the drawbacks of conducting a 

single case study design (Yin, 2014). De Massis and Kotlar (2014) further claim that 

multiple cases enable researcher to figure out whether a certain conclusion is only pecu-

liar to the case or applicable for other cases, and therefore, they enable more accurate 

findings. The most important benefit of multiple case studies is facilitating the compari-

son of findings (Yin, 2014), which makes it an excellent choice to develop theories from 

cases as they allow a comparative analysis and go beyond a single setting. Thus, we chose 

to look at multiple cases instead of just a single case.  

 

Finally, researchers categorize case studies depending on the nature and the purpose be-

hind conducting research (Easterby-Smith et al., 2015). An exploratory case study method 

is selected in order for us to explore how crowdfunding platforms may use blockchain 

technology as an alternative infrastructure to run on and how this integration might so-

cially enable their business models. An exploratory study is motivated by the pre-assump-

tion that our topic has not gotten enough systematic empirical investigation. Nevertheless, 

we consider our identified gap as sufficiently important to worth investigating as it is 

relevant to both theory and practice. In addition, the purpose of this thesis, to add to the 

general knowledge by developing new theories, justifies seeking an exploratory strategy. 

One way to approach such an exploratory strategy is to conduct interviews with market 

experts in the researched arena (Saunders & Lewis, 2012). Putting it all together, the re-

search design of this thesis would be taking a constructionism look while conducting 

qualitative interviews based on two cases taking an exploratory approach.  

 

This selected type of research helps the collection of in-depth information about a specific 

situation, case, phenomenon within a real-life context (Easterby-Smith et al., 2015). Sev-

eral sources of qualitative data such as interviews, observation, and archival data are usu-

ally used for forming a solid ground for developing testable theories (Easterby-Smith et 
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al., 2015). Therefore, case studies are most fit for a management research even though 

some ethical consideration, such as making the cases anonymous, might leave the reader 

less interested (Bartunek, Rynes & Ireland, 2006). One important aspect that Eisenhardt 

(1989) referred to when conducting case studies is the replication logic. This means that 

it is important to look at and handle each case on an individual basis prior to comparing 

cases with each other or making any comparative analysis.  

 

Defining the Unit of Analysis  

When it comes to case study research, choosing a unit of analysis is very important (De 

Massis & Kotlar, 2014). A unit of analysis in a case study can be formed of the entire 

case, a process, or an individual within the case depending on the study purpose (De 

Massis & Kotlar, 2014). In this thesis, we focus on the whole social crowdfunding plat-

form as a unit of analysis. While considering the whole case as a unit of analysis, a re-

searcher should also consider what exactly to study within this unit of analysis (De Massis 

& Kotlar, 2014). In this thesis, we explore how the social value addressed by social 

crowdfunding platforms is enhanced through integrating blockchain technology as an al-

ternative infrastructure into the business model of those platforms, which is analyzed and 

compared using within-case and cross-case analysis.  

 

Moreover, a multiple base to the case study was chosen, i.e. two cases representing both 

non blockchain-based social crowdfunding platforms and blockchain-based ones, form-

ing two units of analysis. We think that the non-blockchain-based social crowdfunding 

case was necessary to have as it helped to better explore the status quo of a business of 

this kind especially where there is lack of literature done on social crowdfunding plat-

forms and their value creation process. This case also helps in identifying the factors most 

influencing the social value creation in those platforms, which constructed the bases for 

the comparative analysis at a later stage. Data required for the cases were acquired with 

both primary and secondary methods. Interviews formed the source of the primary data 

collected where each case (social crowdfunding platform) was separately interviewed. 

Secondary data was collected through information acquired from the platforms’ websites, 

news articles, and data provided by managers in both platforms. This set of secondary 

data gathered helped in two perspectives. First, it served us gain additional information 
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about the selected social crowdfunding platforms and better understand the context they 

are functioning in. And second, secondary data collected helped triangulate the data col-

lected which adds credibility to the primary data collected. 

 

Information Analysis  

Once transcriptions of conducted interviews are finished, the content of those interviews 

would be analyzed. However, a parallel process of collecting data and data analysis would 

be performed throughout the process of conducting interviews. This overlap between data 

collection and data analysis enables better chances for understanding changes, similari-

ties, and differences between the cases (Easterby-Smith et al, 2015). Prior to the catego-

rization and analysis of the data collected, a primary processing of raw data shall take 

place by filtering out all irrelevant data (De Massis & Kotlar, 2014). Furthermore, distin-

guished themes are formed out of the reduced data through categorization based on sev-

eral factors that were previously identified in the analysis design. Upon finishing the pro-

cess of categorizing data of individual cases in a within-case analysis, a comparative anal-

ysis will be carried out by analyzing and assessing differences and similarities (De Massis 

& Kotlar, 2014) between the two social crowdfunding platforms according to a prede-

fined set of factors. Finally, we would be able to draw conclusions that could be applica-

ble to other cases too.   

 

3.2 Methods  
 

Theoretical Framework Design 

Our frame of reference is constituted by three themes (i.e. social entrepreneurship, crowd-

funding, and blockchain technology). Those three categories of literature comprise of data 

gathered from academic journals, encyclopedias, internet sources, and books. The aca-

demic journals have been acquired through Google Scholar, Web of Science, and Primo, 

JU online library’s search engine.  

 

During the process of searching for seminal contributions for the three themes constitut-

ing our frame of reference, two methods of collecting data were used. The first method is 
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gathering articles through a systematic search of specific key words and delimitation tech-

niques on Web of Science platform, in order to find relevant articles. During the system-

atic review, we conducted seven searches. A detailed table of the key words used in each 

search query and the results of each query can be found in appendix two. Moreover, we 

narrowed down the number of used articles by reading the abstracts and evaluate their 

relevance for our research. Thereafter, the results were prioritized based on the number 

of citations an article received. The impact factor of journals was also taken into consid-

eration while evaluating the results but was not a primary factor, as some limited results 

were found while searching for certain themes, such as “social crowdfunding” and 

“blockchain based crowdfunding platforms”. Since the systematic approach of collecting 

secondary data was not sufficient, online encyclopedias and Google Scholar were also 

used to collect articles. This method helped enriching the literature review with more 

theories and definitions about the concerned topics, especially within the area of social 

crowdfunding platforms.  

 

3.2.1 Sampling Strategy 

Based on our research purpose, question, and the chosen methodology, we decided to 

settle on a non-probability sampling strategy (Easterby-Smith et al., 2015) to decide on 

our cases. In order for us to acquire critical insights about our research filed, purposeful 

samples are generated as they would enable us to study case with rich information about 

the topic under investigation (Easterby-Smith et al., 2015). In order for a case to be con-

sidered in our sample, it has to have specific eligibility criteria (Easterby-Smith, et al., 

2015). Furthermore, in order to answer our research question, distinguished purposeful 

criteria were created in order to settle on two different cases of crowdfunding planforms.  

 

The first sample criteria aim at finding a participant through which we can gain in-depth 

insights on how social crowdfunding platforms create social value. We are going to ex-

plore how efficient those platforms work in regard to their social value creation process 

through investigating intrinsic factors that most influence this process. This case should 

set the Status Quo for social crowdfunding platforms that run on traditional systems and 

conventional intermediaries especially when a little literature was done on factors 
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affecting the social value creation process of those platforms. In addition, this will help 

identify any additional risks, challenges, or downfalls besides those identified in the lit-

erature review. This case also helps to better define the intrinsic factors that are most 

influencing the social value creation process of social crowdfunding platforms. Those 

factors will later construct the base for a cross-case analysis between a non-blockchain 

based platform and a blockchain based one. Therefore, it becomes significant to collect 

data from a case with the following criteria: 

(A) Not blockchain-based social crowdfunding platform  

(B) With a business model that runs on traditional database infrastructures  

 

The second sample looks at insights for in-depth understanding of blockchain-based 

crowdfunding platforms and how they are different from traditional platforms in terms of 

creating social value. There is a lack of literature found on social crowdfunding platforms 

that are using blockchain technology as an alternative infrastructure in their business 

models or how this blockchain integration affects their social value creation process. 

Therefore, it also becomes relevant to set sample criteria on which we are going to select 

a case that adds to the general knowledge on socially oriented crowdfunding platforms 

that are integrating the emerging technology of blockchain into their business models. 

Therefore, the second sample should meet this criterion of being: 

(A) A social crowdfunding platform that is running on a blockchain technology as an 

alternative infrastructure for its business model. 

 

To be able to compare both case companies we added additional criteria which should be 

met by both companies: 

(A) A crowdfunding platform that is also socially oriented, meaning that it serves the 

social welfare through providing contributions to social projects and enterprises 

while being financially sustainable, according to Yunus et al. (2010). 

(B) Contribution system should be either reward-based or donation-based (or a mix 

of both). 
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(C) The constructional model according to Medina-Molina et al. (2019): entrepre-

neurs or projects can access the funds collected when the total fund requested is 

fulfilled. 

 

To summarize, due to a limited knowledge on social crowdfunding platforms and what 

potential blockchain technology holds for social value creation as an alternative infra-

structure for those platforms, we decided to go for an exploratory research based on two 

case studies. A traditional social crowdfunding platform and a blockchain based one were 

chosen in order to be able to compare them based on a set of intrinsic factors that are 

enabling their social value creation process. Those comparison factors have been identi-

fied based on our review of previous literatures done on crowdfunding platforms and have 

been further refined throughout our data collection and analysis processes, which gives 

rigor and more credibility to our analysis design (Gioia, Corley & Hamilton, 2013). From 

interviewing four expert representatives from the two sample cases through in-depth 

semi-structured interviews, we will be able to collect, compare, and analyze valuable data 

and develop generalizable knowledge about the phenomena being studied in this thesis.  

 

3.2.2 Data Collection 

Skype Interviews for Collecting Primary Data 

The main method used for collecting primary data from our sample cases were interviews. 

According to Kahn and Cannell (1957), an interview is a discussion that is purposeful and 

takes places between two or more people. Such discussions were considered the most 

appropriate approach for collecting data due to the qualitative nature of this research. In 

order to enable unbiased and subjective answers, a semi-structured design of interviewing 

is chosen. This semi-structured approach of interviewing responsible people in both plat-

forms will fulfill the objective of considering emerging factors or themes. This also fits 

well with the inductive reasoning of this thesis.  

 

Throughout our data collection and analysis processes, we adopt a flexible approach and 

an emergent design, meaning that we are going to consider all potential modifications in 
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structures or procedures if necessary. Thus, all tasks, procedures are not strictly fixed 

beforehand in order to allow this flexibility we are aiming at (Easterby-Smith et al., 2015). 

Aiming to explore participants’ thoughts, feelings, experiences, and beliefs, open-ended 

questions are going to be used to structure our interview (Marks & Yardley, 2003). This 

choice leaves participants flexible and free to give answers in ways they are most com-

fortable with in terms of both wordings and extent (Boyce & Neale, 2006). The inter-

viewees will be given the freedom to choose the aspects and factors they see as most 

important and share their experience without being restricted by any previously deter-

mined or implied set of answers (Easterby-Smith, et al., 2015) 

 

Even though we are opting a flexible approach, a partial control is going to be practiced 

over the topics and aspects which the focus of the interview should be. For this reason, 

we develop an interview design that is semi-structured (Marks & Yardley, 2003). Semi-

structured interviews are the most popular type of interviews when doing qualitative re-

search (Boyce & Neale, 2006; Marks & Yardley, 2003). Therefore, a guideline for all 

interviews has been developed within the scope of comprehensively providing answers 

for the proposed research questions which can be found in appendix three. This guideline 

dictates that interviews start with opening questions, questions about main topics re-

searched, follow-up questions for any new factors popping up or topics that need further 

elaborations, and then closing questions at the end of the interview. Accordingly, we 

move from a primary focus on facts and technical aspects on towards in-depth under-

standing of participants’ opinions and feelings (Easterby- Smith, et al., 2015).  

 

All four interviews conducted from two different platforms were done over a span of 10 

days. Interviews were conducted via Skype as we couldn’t travel to the premises of the 

cases due to the fact that they are both based in the U.S. The interviews were conducted 

in English. A MacBook was used to write and document everything the interviewees were 

saying during the interview; this documentation process was done by having one of the 

authors in charge of asking question and conducting the whole interview and having the 

other partner simultaneously writing the answers of those interviewed on a prepared word 

document that included the guiding questions of the interview beforehand. The interviews 

conducted ranged slightly in terms of duration and they all summed up to almost 6 hours. 
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The duration differences among conducted interviews are explained by the differences in 

the interviewees’ ability to answer the asked questions thoroughly, and not a result of any 

significant changes in the structure of interviews. Down below, there is a table breaking 

down details about each interview conducted. 

 

Table 2: Interviews Outline 

Crowdfund-

ing Platform 

Case Company A: 

Traditional 

Case Company B: 

Blockchain-based 

Position 
Business  

Developer 
CTO CEO CTO 

Date 9-4-2019 10-4-2019 15-4-2019 18-4-2019 

Location Skype Skype Skype Skype 

Duration 112 min 40 min 76 min 99 min 

Language English English English English 

Documenting 

Device 
MacBook MacBook MacBook MacBook 

Source: Own creation. 

 

In our view, establishing a personal contact with the interviewed managers was of a high 

importance to make them feel more comfortable and more willing to share their time and 

knowledge. Before each interview, the interviewed managers received an email with all 

the concepts and factors that would be touched upon during the interview. The decision 

to send out information to the interviewees before the interviews was for the purpose of 

preparing them for the interview as well as initiating a process of reflection. Hence, more 

time shall be dedicated to reflecting on topics of interest, and less time shall be spent on 

ensuring a common understanding of our research purpose.  
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Secondary Data 

Besides collecting primary data using interviews, secondary sources of data were also 

exploited as an additional method of collecting data. Websites of the chosen platforms, 

news articles, and blogs were used in this thesis as a secondary data collection method. 

In addition, we also provided brochures and corporate documentations, i.e. white papers, 

from the two cases we have been in contact with, that we also used for data collection and 

data analysis. This secondary data was gathered for the purpose of providing additional 

insights about the selected cases and how they function. Furthermore, secondary methods 

of data collection help triangulate the data collected which increases the authors’ under-

standing about each case (platform), its business model, and the different systems they 

run on.  

 

Data Analysis Design 

Within and cross case analyses enable the generalization of theories, which in return 

boosts exploration and understanding (Yin, 2014). A variable-oriented analysis strategy 

(Huberman & Miles, 1994) has been adopted for the purpose of searching for relevant 

themes across cases while constructing a comparison base to be able to draw conclusions. 

Our investigation of previous literatures shows that the challenges of many social crowd-

funding platforms are primarily rooted in a high dependency on intermediaries, compli-

cated interfaces for external partners, and high transaction costs, which eventually damp-

ens the efficiency and social impact of those social crowdfunding platforms. Our litera-

ture review also discusses the emerging technology of blockchain and its societal impli-

cations which makes it of a significant potential to social crowdfunding platforms and 

peer-to-peer transactions in general. Therefore, we derive multiple factors against which 

cases shall be investigated and further compared, as the variable-oriented analysis strat-

egy of Huberman and Miles (1994) entails (Huberman & Miles, 1994). Drawing on our 

literature review of social entrepreneurship, crowdfunding, and blockchain technology, 

those factors have been identified as the most influencing on the social value creation 

process of crowdfunding platforms. Hence, we defined those factors as social purpose, 

reliability, transparency, and trust. 
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A cross-case analysis will use those defined factors as a base to compare a traditional 

social crowdfunding platform with a social crowdfunding platform that instead uses the 

blockchain technology as an alternative infrastructure to function. In addition to building 

on our literature review, a parallel process of data collection (both primary and secondary 

data) and data analysis helped to better define and describe those factors and their evalu-

ation criteria. Our interview guide was also based on those factors and their related eval-

uation criteria. The table below describes the relevance of each factor to the social value 

creation of those crowdfunding platform, as well as the evaluation criteria to be further 

used in drawing conclusions.  

 

Table 3: Analysis Design  

Factors Influencing the Social Value Creation Process  

of Social Crowdfunding Platforms 

Factors 
Evaluation 

Criteria 
Description and Relevance 

So
ci

al
 P

ur
po

se
 

Building a 

community 

(Reach) 

Building communities and establishing networks is one ma-

jor aspect of social entrepreneurship (CEO, Company B, 

personal communication, April 15, 2019; Di Domenico et 

al., 2010; Viswanathan et al., 2014). In that sense, the plat-

form can create social value by establishing communities 

within their platform by linking backers with social projects 

and enable a network among users (Online Article, Com-

pany A, 2018). Moreover, users are engaging in a co-crea-

tion activity that creates value (Cennamo & Santaló, 2015; 

McIntyre and Srinivasan, 2017; Nucciarelli et al., 2017; Turi 

et al., 2017) as cited in Medina-Molina, Rey-Moreno, 

Felício & Paguillo (2019). Therefore, building a community 

with a wider reach has a higher influence on social value.  

Net social 

contribu-

tions 

On the one hand, according to Yunus et al. (2010), the pri-

mary goal of social enterprises is creating a social change 

while maintaining a sustainable business. On the other hand, 
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commissions and other service fees charged by the crowd-

funding platform are reducing the sum of funding social pro-

jects are receiving to do social good and therefore, influenc-

ing the net social contribution in general (Whitepaper, Case 

Company B, 2017). Additionally, the influence of third-

party costs, such as fees charged by banks, are influencing 

the pricing models of social crowdfunding platforms (Def-

fains-Crapsky & Sudolska, 2014; Zhu & Zhou, 2016). 

Therefore, platforms with fewer third party influence and 

lower commission fees are considered to generate more so-

cial value than platforms with high commission fees (re-

gardless other influential factors). 

The mini-

mum 

amount of 

contribution 

The minimum contribution amount for backers is considered 

to limit social value creation because small contributions by 

individuals are the most common funding source for social 

projects in crowdfunding platforms (Lins et al., 2016). Con-

versely, higher amounts can hinder participation. Therefore, 

we consider a lower minimum contribution amount as more 

social value generating.  

Projects’ 

success rate 

Oftentimes, social projects require a certain amount of fund-

ing to be launched (Lehner, 2013). Platforms need to make 

sure that social projects will meet their minimum funding 

goals (Deffains-Crapsky & Sudolska, 2014) which is con-

sidered as the main problem of the industry (CEO, Case 

Company B, personal communication, April 15, 2019). 

Therefore, a platform which is encouraging higher success 

rates is considered to create more social value.   

Re
lia

bi
lit

y  

The complex-

ity of inte-

grated inter-

faces 

Platform that are dependent on interfaces of other interme-

diaries are considered as less reliable as there is a higher fail-

ure potential (Hooper, 2018; Zhao et al., 2016). Moreover, 

confidential user information can be shared (Zhu & Zhou, 

2016). Therefore, we consider a platform with fewer third 
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party intermediaries as more reliable and hence, social value 

enabling.  

Regulations 

and Adapta-

tion 

Crowdfunding platforms in general have to deal with regu-

lations to ensure the credibility and fairness among backers 

and businesses (Agrawal et al. 2014; Deffains-Crapsky and 

Sudolska, 2014). On the other hand, those complex financial 

regulations are oftentimes hindering them to reach out new 

markets or create a better offering for the customers (Def-

fains-Crapsky & Sudolska, 2014; Heminway & Hoffman, 

2011; Larralde & Schwienbacher, 2012). Therefore, we as-

sume that platforms which are dealing with less regulations 

can better server social good because they potentially reach 

out to new markets or improve their offering according to 

customer requirements. 

Processing 

transactions 

(delays) 

Data and funding money have to be processed in a fast, reli-

able and secure way (Kane, 2017; Khan and Ouaic, 2019). 

Moreover, many social projects need the funding money as 

soon as possible, especially those related to help people with 

health issues. Therefore, a fast and secure transaction is con-

sidered to better enable social value. 

Currency 

used 

The choice of currency is influencing the platforms’ ability 

to internationalize (Online Article, Company B, 2018). 

Moreover, the acceptance of currencies affecting the 

backer’s ability to contribute (CEO, Case Company B, per-

sonal communication, April 15, 2019). Exchange rate dif-

ferences can also cause a loss in the net social value contri-

bution. Therefore, an internationally available and accepted 

currency is more reliable and hence, affecting social value 

creation.  

Tr
an

sp
ar

-

en
cy

 

Information 

shared be-

tween plat-

form users 

Transparency is helping the platform to reduce information 

asymmetry, which is considered as one problem across the 

crowdfunding ecosystem (Deffains-Crapsky & Sudolska, 

2014; Agrawal et al., 2014). All necessary information and 
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backgrounds have to be shared among all users to maintain 

a transparent network to make contribution decisions (Car-

vajal et al., 2012; Porlezza & Splendore, 2016). Hence, the 

amount and way how information is shared is contributing 

to a more open network which, in return, generates addi-

tional social value. 

Contribution 

traceability 

Contributions are more likely if the social platform updates 

backers on the progress and the success of projects they 

funded (Carvajal et al., 2012; Gajda & Walton, 2013; 

Porlezza & Splendore, 2016). Therefore, efforts to make 

contributions more traceable is enabling social democracy.  

Tr
us

t 

Protection 

protocols 

against fraud 

Fraud is one of the main issues in the crowdfunding ecosys-

tem because projects can be staged or the platform can be 

used to launder money (Deffains-Crapsky & Sudolska, 

2014; Mollick, 2013; Zhu & Zhou, 2016). Therefore, the 

platforms’ due-diligence efforts and the promotion of those 

is seen as important to protect the created social value.  

Protection 

protocols 

against cyber 

crimes 

Backers and projects are trusting platforms which are re-

sistant against cyber criminality (Agrawal et al., 2014; Mol-

lick, 2013). There is a need for IT-Systems that are able to 

prevent the platform from being hacked (Buterin, 2013; 

Hooper, 2018). Therefore, we consider the platforms’ ef-

forts against cyber-criminality as an act of social value pro-

tection. Promoting those efforts makes the platform more 

trustworthy and therefore, more favorable for backers and 

social projects to use.  

 

Source: Own creation.  
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Analysis Procedures 

A: A transcript was made for each specific interview conducted in a word-text format. 

All four transcripts, for all four interviews from two social crowdfunding platforms, were 

checked for consistency. 

B: A within-case analysis was performed separately for each case by analyzing the con-

tent of respective documents based on each specific factor individually.  

C: Additional word documents were created by gathering text contents from both cases 

(primary and secondary data) that are relevant based on each individual factor forming 

multiple per-factor word files.     

D: A second filtration through the original texts of full transcripts was conducted to make 

sure there are no words or quotes related to each factor that were not included in the 

factor-based documents. This second look-through was performed to ensure the com-

pleteness of the results, and to explore relevant factors and criteria that weren’t previously 

identified in the analysis design and accidently emerged during conducting interviews.  

E: A cross-case analysis is performed on factor basis. The analysis emphasizes the iden-

tified differences and similarities between the results. It also sheds the light on how im-

plementation and social value would be affected.  

F: Based on the conducted cross-case analysis, findings were aligned and matched with 

the literature in order to emphasize the importance of those results and the relevance of 

discussed theories in the literature review.  

G: This thesis was wrapped up with a discussion summary of the most important empir-

ical results, developed conclusions, limitations, and suggested implications. 

 

3.2.3 Research Quality 

In order to achieve a high degree of rigor and quality in our study, and to generate a 

research that is trustworthy, multiple quality criteria need to ensure the trustworthiness of 

this paper (Easterby-Smith et al., 2015). However, the fact that this study is done within 

a context of a master thesis entitles that those criteria cannot be fulfilled as much as other 

academic papers with more contributing resources and fewer constraints. It has been of 

our genuine interest to ensure the trustworthiness of our findings, therefore, we made sure 
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that we followed the trustworthiness criteria discussed by Lincoln and Guba (1985) in 

conducting our research. Those criteria are credibility, transferability, dependability, and 

confirmability. 

 

3.2.3.1 Credibility  

As stated by Given and Saumure (2008), “a credible study is one where the researchers 

have accurately and richly described the phenomenon in question” (p. 896). Accordingly, 

a comprehensive literature review was provided prior to the data collection and data anal-

ysis as it richly describes the phenomenon being studied and its related frame of reference. 

In addition, a detailed description is provided for each selected case in our sample in order 

to fill the outline of the context where this study is performed. Both the literature review 

and description of cases added further insights to better address our research question.  

 

Being aligned with our constructionist position, we made sure that different types of tri-

angulation were applied to investigate an empirical phenomenon through the use of vari-

able sources of evidence (Easterby-Smith, et al., 2015). Those different sorts of triangu-

lation techniques were performed to ensure that we are as much neutral as possible 

throughout the data collection, analysis processes, and to improve our interpretations of 

findings (Flick, 2011). Moreover, a triangulation of investigator (Flick, 2011) was applied 

where both authors took part in the processes of data collection and data analysis. Per-

spectives of both authors have been incorporated to interpret data and generate theories 

working as a team thorough the whole thesis.  

 

Furthermore, data triangulation (Flick, 2011) has also been applied through gathering 

secondary data about our selected cases and interviewees, reviewing previous literature, 

and checking news articles and corporate documents provided by the interviewees. Ac-

cording to Flick (2011), triangulation of data sources adds more credibility to academic 

studies. At last, triangulation of perspectives was also targeted by interviewing four in-

terviewees from the two selected cases where we made sure to interview one from a man-

agement perspective and another from an operational or technical perspective for each 

case. As Easterby-Smith et al. (2015) claim, this type of triangulation improves the 
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accuracy of research by considering the insights of more than one interviewee from more 

than one background.   

 

3.2.3.2 Transferability 

Lincoln and Guba (1985) define transferability as the possibility to apply the study to 

multiple contexts. Sample sizes that are used in qualitative studies are not feasible to al-

low for a generalization of results. However, researchers conducting qualitative studies 

still should aim for transferable results beyond the boundaries of their study. According 

to Lincoln and Guba (1985), transferability requires a comprehensive description of the 

context and methods of collecting different types of data. For this reason, a detailed de-

scription of our research strategy and data collection methods was provided. We also used 

a combination of primary and secondary data to better address the complexity of our topic.  

In addition, our analysis approach was explained precisely prior to conducting the analy-

sis process. When it comes to our sample cases, we followed a purposeful sampling strat-

egy in order for us to explain why certain cases were selected. Further, the history of 

selected cases is provided prior to the conducted analysis in order to provide a background 

context that allows for judging whether results could be transferred to a different context 

(Lincoln & Guba, 1985). 

 

3.2.3.3 Dependability 

The third criterion is dependability, which entitles the possibility of other researchers to 

reproduce this study in the future (Lincoln & Guba, 1985). To do so, we also believe that 

we provided sufficient information about how the data is collected and analyzed for this 

thesis to facilitate replications. Further, we maintained an audit trail of interviews tran-

scripts and corporate documents through which data collection and data analysis pro-

cesses were conducted. However, we recognize that the unique environment, in which 

our qualitative research was conducted, might affect the replicability of this study (Lin-

coln & Guba, 1985). Moreover, the interviewees in our research were providing subjec-

tive opinions about the current state of blockchain and its potential for social value crea-

tion in a social crowdfunding context. Thus, other researchers must be aware that our 

interviewees may change their answers if the research is conducted again in the future.  
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3.2.3.4 Confirmability 

While the objectivity of results is very important to quantitative studies, qualitative stud-

ies are aiming for confirmability instead (Lincoln & Guba, 1985). The confirmability of 

a qualitative study is accomplished when the researchers are taking a neutral stand while 

conducting their research (Lincoln & Guba, 1985). While interviewing our case compa-

nies, we were always aware that we are a part of this process. Therefore, we made sure 

that we provided our interviewees with unstructured questions to avoid steering their an-

swers towards a certain direction. Before ending the interview, we made sure that we 

wrap up the interviews with the main statements provided by the interviewees and ask 

them to confirm those statements. Moreover, our findings were interpreted merely based 

on the data collected and are not influenced by any biases or presumptions by the authors.   

 

3.3 Findings and Analysis       
 

This section below will cover both the research findings and the analysis of those find-

ings. Therefore, the section will include three different parts (see figure 4). The first part 

has the label of ‘cases background’ where there will be two sections about the two social 

platforms being studied. This part has the two cases described separately in an objective 

manner, meaning that there is no analysis included in this part. The second and third parts 

will have an analytical nature where a within-case analysis will be the main theme for the 

second part, and the third part will be formed of a cross-case analysis between the two 

cases. The cross-case analysis will be evaluating and comparing different findings in both 

cases based on the previously-defined factors, and hence a solid foundation for develop-

ing theories that serve the goal of this thesis.   

 

 

 

 

 

 

 

Source: Own creation. 

Part 1:  

Cases back-

ground 

Part 2: 

Within-case 

Analyses 

Part 3:  

Cross-case 

Analysis 

Figure 4: Analysis Design 
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3.3.1 Case Company A 

 

3.3.1.1 Background  

Case Company A identifies itself as a for-profit, cause-related crowdfunding company 

with a marketing add-on tool focusing on NGOs. This company develops novel concepts 

and strategies to drive incremental fundraising revenue on behalf of examined, small- to 

mid-sized non-governmental organizations (NGOs), charities, and associations located 

internationally. By being a reward-based crowdfunding platform, Case Company A is 

giving the opportunity for both materialistic and non-materialistic rewards for contribu-

tors. Unlike larger NGOs which operate on large budgets and are able to leverage a loyal 

donor base, most of these smaller organizations are struggling every day to get the fund-

ing. They are required to spend more time fundraising, which takes them away from their 

primary objective to make a significant difference in today’s society. To solve this prob-

lem, Case Company A constructed a platform around the idea to improve the net social 

impact. In other words: “how much good every contributed dollar does” (Online Article, 

Case Company A, 2018). By helping these groups get the funds they need, they will be 

free to concentrate upon what they do best: "changing the world". 

 

Apart from direct contributions on their traditional platform, Company A has built a pro-

prietary cashless contributions module. This allows interested individuals to support 

causes while shopping online. The trusted merchant partners are able to reduce their mar-

keting costs by 10-40% when compared to other advertising channels and initiatives with 

the network of Company A. Moreover, the individual contributors save 5-40% on each 

transaction because of exclusive discounts and rewards they are getting with the partici-

pating online stores. Finally, the NGOs and non-profit organizations being supported are 

receiving a percentage of each transaction, at a zero risk. 

 

The system works as follows: a contributor decides on supporting NGO's by installing a 

browser extension of Company A. Then, the contributor visits the e-commerce website 

of one Company A's trusted merchant partners and begins shopping. Moreover, a unique 

code is assigned to keep track of the purchases. Now, every time a contributor makes an 
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online purchase, a percentage of this transaction will be credited to the selected NGO. 

The NGO receives the affiliate commission, which is on average 5-10% of the sale. Out 

of this, a margin of 10% is kept by Case Company A with a minimum of $0.5 due to 

international transaction and maintenance costs. The rates are applied when a project is 

financed directly by a contributor, which is subtracted from the sum the NGO would re-

ceive. The company claims that if 1% of the global retail e-commerce transactions were 

captured through their marketing, fundraising and e-commerce platform, $120 billion a 

year would be raised in behalf of worthy, small- to medium-sized NGOs. 

 

Additionally, Company A is assisting NGO's with their marketing platform, distributing 

their campaigns through their network as well as giving those companies a platform with 

tools to help to promote their causes. To ensure that the backers’ money is going towards 

meaningful projects and preventing them from fraud, Case Company A is visiting NGOs 

and keeping track of their efforts for social good. By doing so, they are advocating the 

NGOs and helping them to use the funds more efficiently. 

 

3.3.1.2 Within-Case-Analysis  

 

Social Purpose  

Case Company A claims to be more than just a crowdfunding platform as they are provid-

ing two additional features. The first is a cashless contribution system where people can 

shop online with a voucher supplied by Case Company A, and a small percentage of the 

revenue will be donated to NGOs of a backer’s choice. The second feature is a marketing 

platform where NGOs have access to tools that help promote their projects and get in 

contact with other NGOs that are doing similar or complementary work to help each other 

in any way possible (Online Article, Case Company A, 2018). With this, they are building 

a community and helping NGOs to help one another. However, they are only reaching 

out for those social projects within their market regions due to restricting financial and 

legal regulations. 
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"We are focusing only on a few markets at the moment. [...] we need a special banking 

license in some African countries to legally store cashless distributions for the NGOs. 

This is keeping us back to operate globally. We are already working at our capacity limit 

to solve this" (Business Developer, Case Company A, personal communication, April 9, 

2019). 

 

Case Company A has two different types of contributions. The first type is the standard 

crowdfunding campaigns. According to the Business Developer, the projects’ success 

rates are around 40-50%; the exact numbers are calculated by the CEO of the company. 

The second type is the cashless contribution system mentioned in the company descrip-

tion where selected NGOs are receiving money every month when the amount of $100 is 

reached, and an employee would initiate the transactions manually (CTO, Case Company 

A, personal communication, April 10, 2019).  

 

Furthermore, Company A’s marketing platform is free when a project is online and seek-

ing funding (Webpage Company A, 2019). Furthermore, the CTO sees the cashless con-

tribution system as a unique tool which puts the company ahead of the competition be-

cause it helps every part of the community. The Business Developer said that Case Com-

pany A is keeping 5% commission fee for direct contribution. For the cashless contribu-

tion a minimum amount of $0.50 due to server maintenance and transaction costs. 

 

"Since we are promoting a small number of retailers by giving the customers additional 

discounts, we can lower their marketing costs by 20-40%. In return, they give a small 

percentage of their generated revenue to a social project while the customers got their 

desired product a little bit cheaper also knowing they did something good" (CTO, Case 

Company A, personal communication, April 10, 2019).  

 

According to the webpage of Case Company A (2019), operations costs made them set a 

minimum of 0.5 US Dollars service fee for cashless contribution, and $10.00 for direct 

contributions in order to recover those costs for small contributions. The Business Devel-

oper says that if the shopping expenses at the cashless contributions are lower than 0.5 
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USD, all fees are going directly to the Case Company A without any donation to an NGO. 

In that case, no social value is created. 

 

"Unfortunately, we have some costs we need to recover. Usually, the average shopping 

cart value is approximately $52.00, and we can donate to NGOs most of the time" (Busi-

ness Developer, Case Company A, personal communication, April 9, 2019). 

Conclusion 

From what we found in Case Company A, we conclude that their social value creation is 

limited by the inability to build a global community of social projects and NGOs due to 

financial and legal regulations. They also have to set a minimum service fee in order to 

recover transactions costs for small contributions which cuts down from the net social 

contribution received by their partner NGOs. Those transactions costs charged by banks 

also made them decide on a minimum contribution amount. The project success rate is a 

little bit above industry standard which is approximately 37% (Crockett, 2019). We con-

clude that the social purpose of Company A is rather restricted and in need for a new 

approach to be better enabled.   

 

Reliability 

Being dependent on several intermediaries and third parties, Company A’s business de-

veloper still doesn't see major issues with any third party. More, he thinks that they are 

even beneficial to create value by outsourcing every business unit which is not funda-

mental for their business. On the other hand, the CTO has a technical concern. The CTO's 

responsibility is to make things run, and this is hard sometimes because the platform is 

highly dependent on intermediaries. 

 

"[...] and if one part of the chain, for instance, the portal to the shops for the cashless 

contribution is not working properly, we are not receiving any contributions from the 

shops" (CTO, Case Company A, personal communication, April 10, 2019). 
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However, the CTO claims that those technical failures happen rarely, i.e. 2-3 times a year. 

In total, they have around 30 connections including banks, credit card providers, analytic 

tools, online shops, internal networks, and a variety of online marketing tools for NGOs. 

In addition, when we were trying to click through random older projects, there were some 

errors when clicking on the amount we wanted to donate, we made sure that this has been 

communicated during the interview to the CTO. Apparently, the platform is complex 

enough to have some technical issues from time to time which jeopardize its reliability.   

 

According to the different regulations the platform is facing, the Business Developer 

claims that they can face many legal challenges depending on the market they are oper-

ating in. In some cases, they need to have a first level banking certification because they 

are administering the money of backers. It is impossible to bypass those laws because 

those particular need to have specific certificates to be able to transfer the money. Those 

regulations are initially put from several markets as money laundry preventions acts. 

That’s the main reason why the platform hired a team of three employees to ensure a 

continuous adaptation to the complex regulations the platform needs to meet, which rep-

resents a higher cost.  

 

"[...], we have three employees for this, and they are giving internal training and seminars 

three or four times a year. [...] working with international lawyers and maintaining a 

close relationship with the NGOs to ensure we are not violating any regulations. We have 

a big budget for this" (CTO, Case Company A, personal communication, April 10, 2019). 

 

When it comes to processing transactions, several manual procedures still need to be han-

dled, the CTO claims. Before setting up the bank transfer, there is another background 

check on the NGO, which takes around 2-3 days. The money is transferred within 1-2 

working days. In the case of the cashless contribution, it can take one month or longer 

until the NGO has collected the minimum transferrable amount of $100.00. The volatility 

of the currency is not an issue for Case Company A. Funds are transferred with USD, 

which is an internationally accepted currency. Transacting with one of the most supported 
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currencies from the highest financial authorities makes their financial transactions relia-

ble. The whole process is shown in appendix four. 

 

"In some cases, there is an urgency for some NGOs to receive the money earlier. Then 

we can speed up the process to one day. But this comes with additional costs including 

insurance" (Business Developer, Case Company A, personal communication, April 9, 

2019). 

 

Conclusion 

To conclude, the crowdfunding platform of Company A has some reliability issues: Their 

complex platform sometimes causes technical failures due to several integrated interfaces 

of their partners. Yet, those intermediaries are helping the platform to focus on their core 

business, which is matching backers with social projects. Financial and legal regulations 

are often hindering their reach. Case Company A does not appear to have an efficiency 

problem when it comes to how fast transactions are handled. 

 

Transparency 

Transparency is an essential factor for Case Company A, as the Business Developer and 

the CTO claim. Through careful selection of a manageable number of NGOs, they can 

make an in-depth investigation of the social purposes of those organizations. In most 

cases, an employee is visiting the company after a project has been successfully backed 

while taking pictures and writing articles about the development or the outcome of the 

project (Business Developer, Case Company A, personal communication, April 9, 2019). 

Backers can remain anonymous or login with their e-mail or Facebook account (Webpage 

Case Company A, 2019).  

 

"To ensure a transparent process, we show on our website which factors are important 

for us to partner up with an NGO. On our website, you can find information such as 

project description, how many people have contributed to a project or category so far" 

(CTO, Case Company A, personal communication, April 10, 2019). 
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The CTO claims that there is no possibility to keep track of the contributed money apart 

from going to the NGO and collaborating with them. The human influence (and the po-

tential fraud) can’t be overcome since there are no ‘if-then’ causalities in place. Further, 

the platform does not integrate milestones that can be tracked either. Instead, the setup of 

projects is rather support than outcome related.   

 

"The backers support the missions of NGOs in faith that their contributions will make it 

to the social purpose communicated. Some backers recently started to ask about the de-

velopment status of projects they have contributed to. There were some cases where 

NGOs didn’t launch the projects, they said they were. Therefore, we are doing back-

ground checks and on-side visits. [...] There are no milestones which can be confirmed 

online. Backers have to ask the projects directly or wait for us" (Business Developer, 

Case Company A, personal communication, April 9, 2019). 

 

Conclusion 

To conclude, the platform transparency is ensured through identity protections, in addi-

tion to communication of project’s news with backers on the platform. However, trans-

parency is still lacking in terms of systematically tracking projects’ development and their 

fulfilled milestones. There is no way possible for the backers to follow up on where ex-

actly their contributions have been invested. Fraud and manipulating projects’ infor-

mation through misleading communications are still a possibility.  

 

Trust 

The trustworthiness of the platform is ensured by the application process necessary for 

NGOs to be registered on the platform as well as periodic check-ups after receiving funds. 

This process contains reviewing an NGO’s application, which covers the group’s identity 

and history, vision and mission, as well as management staff and operations. After that, 

the platform assesses the NGOs’ need for fundraising, challenges they face, and the rea-

sons behind those challenges. Finally, Case Company A is visiting the NGO on-site to be 

entirely sure where the money of backers will be used. All the findings are published on 
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the platform. The Business Developer claims that this process is very costly, yet necessary 

because they have experienced multiple times when NGOs are reluctant in providing in-

formation or even provide them misleadingly and inaccurately. 

 

"[...] to partner with a wide range of organizations, that makes it important for us to 

carefully vet each entity to find out if they are who they say they are, and whether their 

cause and actionable goals are genuine, however, we still can’t be 100% sure of their 

intentions" (Webpage, -Become an NGO Partner-, Case Company A, 2019). 

 

Moreover, the protection against cybercrime is handled with a firewall and server back-

ups. The CTO claims that PayPal is used 9 out of 10 times when a contribution is made, 

which makes the process more secure.  

 

"The greatest threat is human-failure to maintain high security, since our business pro-

cesses are relying on it." (CTO, Case Company A, personal communication, April 10, 

2019). 

 

Conclusion 

To conclude, Case Company A is ensuring trust in their platform through a careful inves-

tigation on their partner NGOs during their application process as well as after successful 

project funding. They are also building trust through protecting the platform against cy-

bercrimes using a firewall and backup servers of their own. However, those practices are 

still not enough for Case Company A to ensure a full guarantee against fraud and cyber-

criminality. In addition, the platform’s security has no issues with integrating third parties 

and even emphasizing on integrating them since Case Company A wants to keep the focus 

on their core business.  

 

Blockchain Technology  

The Business Developer believes that blockchain technology is attractive for every peer-

to-peer business to look at while agreeing with the CTO that it is not developed enough 
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yet and it will take 5-10 years to have an actual use for platforms when it gets main-

streamed. The Business Developer is comparing this technology with any other early 

stage technological revolutions by saying that not the early adapters who were the suc-

cessful companies, but those who exploited it when the environment was right were.  

 

"Although platforms such as Ripple or Ethereum exist, the programming has to be done, 

and this is a whole new language and logic to learn for developers. [...] need for the 

community to get familiar [...], and this takes at least 5 to 10 years" (CTO, Case Company 

A, personal communication, April 10, 2019). 

 

The social value enablement is seen as critical by the CTO because weak technological 

factors are influencing social value creation since it is more about the purpose. The CTO 

claims that traditional databases can do the same tasks as blockchain technology can in 

the context of crowdfunding platforms. The Business Developer sees a future in that tech-

nology because it has potential to improve their business processes while simultaneously 

telling that their current technology is capable too. 

 

"[...] long-term I see cost reduction, trust, and more autonomous communities as im-

portant factors for social value creation, but this is something that we can do with the 

current technology too" (Business Developer, Case Company A, personal communica-

tion, April 9, 2019). 

 

"It is easy for new platforms to start with new technologies straight away. We have our 

business running and it is successful. Why should we change it? [...] the costs are too 

high, and a software development is not part of our core business. We leave this for the 

companies which are specialized for it and later incorporate it as a service when the time 

is right" (CTO, Case Company A, personal communication, April 10, 2019). 
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Conclusion 

The future of blockchain technology is positively seen by the CTO of Case Company A 

when the circumstances are right. Albeit, the CTO believes that blockchain would not 

replace databases. However, there is a high potential for data security and smart contracts 

between backers and finance seekers in it. The Business Developer is willing to consider 

this technology only when it becomes state of the art. The CTO believes that there is a 

need for a less complex structure for their platform. 

 

3.3.2 Case Company B 

 

3.3.2.1 Background 

Case Company B is bringing the features of blockchain technology and claims to have a 

radical twist on crowdfunding to the blockchain space. While there are plenty of crowd-

funding platforms in both the conventional and crypto worlds, Company B differentiates 

from all of them with combining blockchain technology with an internal "Karma"-system 

as a sort of reward system for participation while building a community of “mutual help”. 

The crowdfunding platform of Case Company B can be used to finance anything: from 

private purposes, non-profit projects as well as the expansion of businesses. It is only 

possible to create a campaign after contributing to other campaigns and giving feedback 

to them.  

 

First, Case Company B introduces a reward-point system called "Karma", a rewarding 

system for backers for contributing to campaigns. This system eliminates the need for 

campaign creators to ship rewards or ask their family and friends for charitable donations. 

It is the company’s approach to have a positive impact on society and incentivize a "pay-

it-forward" community which means that you have to contribute first before you are able 

to raise funds on the platform. Furthermore, with more "Karma" it is possible to enhance 

the maximum amount of money a campaign can raise. For example, if a member has 

5.000 “Karma”-points, this member can raise about $30.000 for his or her campaign (with 
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a calculation system made by the company behind it). Once a campaign has been suc-

cessfully completed, the sum of "Karma" resets to zero. Case Company B is also search-

ing for other ways how to use this system for more social good.  

 

Second, Company B is designed to make every single campaign successful with a "few 

campaigns at a time approach". The company claims that there is a problem with the 

approach of other socially driven crowdfunding platforms of having too many campaigns 

at the same time. That makes the success rate of those campaigns between 36% to 44%. 

Company B is instead directing the entire community's awareness to only a limited num-

ber of campaigns at one time while guaranteeing a 100% project success rate. Moreover, 

with its own blockchain based currency they are able to overcome regulation hurdles of 

many countries, which enables them to operate on an almost global base, while offering 

fund seekers a larger target audience. 

 

Third, with the possibility to contribute with a variety of cryptocurrencies, anyone can 

create a campaign or participate without worrying about regional banking restrictions, 

which are inherent to legacy crowdfunding platforms. Case Company B does not discrim-

inate by regions, i.e. it doesn’t limit members to see only projects from their region. This 

enables campaign creators to connect with an audience of international backers.  

 

Fourth, Company B is entirely based on blockchain technology as an internal infrastruc-

ture. This enables the company to charge lower fees than other platforms and preventing 

money laundering caused by chargebacks or fake donations. With security enhancement 

techniques such as an automatic cold wallet storage transfer (a wallet where the donated 

currency is stored before transferred to the project), the platform claims to decrease the 

potential to be hacked. To generate more trust, Case Company B ensures a full refund 

when the system gets hacked. Moreover, the platform gives users the opportunity to 

choose the cryptocurrency they are willing to use for donations or finance.  

 

Fifth, Company B is focusing on creating a social value for its users. For instance, they 

are working with leading nonprofits around the world and give them feature placement 
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on their platform, premium support such as 24/7 reachability, and bonus backer incen-

tives. Campaigns that relate to urgent humanitarian crises or people with desperate short-

term needs will be prioritized too. Company B believes that the most effective way to 

change the world positively is through helping those who are already making a difference. 

 

Finally, Company B is charging 5% fee for every transaction made within their platform 

(yet, planning to drop the fees from 5% to 3% after international expansion). To promote 

their own currency, they are dropping the commission fee if a project is financed by their 

own cryptocurrency.  

 

3.3.2.2 Within-Case-Analysis 

 

Social Purpose 

For Case Company B social value creation takes primary place when the fundraising pro-

ject is getting the most money out of their campaign instead of spending it on transaction 

fees. Therefore, this company is currently charging 5% commission fees and want to re-

duce it to 3% after the expansion phase is over. This is the only revenue stream of this 

company. The majority of the company’s transaction costs are caused by Ethereum net-

work, which is converted up to $0.162 per transaction, depending on how much "GAS" 

is consumed. "GAS" is an Ethereum internal calculation currency to calculate the price 

based on the effort exerted by miners and the blockchain network overall. (CTO, Case 

Company B, personal communication, April 18, 2019). 

 

"Our commission fees are based on our operating costs including some profit margin. 

Since more or less everything is automated in our process, we don't have high costs. Also, 

there are no banking fees since everything is handled in our own cryptocurrency" (CEO, 

Case Company B, personal communication, April 15, 2019). 

 

Furthermore, the CEO declares that they are not charging commission fees when their 

own cryptocurrency is used. Since the currency can be divided into decimal six digits it 

is possible to contribute less than $0.01. 
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"We didn't think about better social value creation in the first place as we decided to use 

blockchain technology as our primary infrastructure. It was more of a technical focused 

approach, first mover advantage driven, and we aimed to reduce costs long-term to have 

a competitive advantage" (CEO, Case Company B, personal communication, April 15, 

2019). 

 

Another important factor for social value creation is the projects’ success rates (CEO, 

Case Company B, personal communication, April 15, 2019; Deffains-Crapsky and Su-

dolska, 2014). Case Company B is dedicated to achieving a 100% success rate in every 

campaign by placing limited campaigns at once and implementing the "Karma"-point 

system to encourage all members to contribute. Moreover, the projects cannot expire and 

therefore, they will remain on the platform until the NGOs will get the funding they need 

(Webpage, Company B, 2019). Finally, the choice to use cryptocurrency is helping them 

to be global from the beginning. Therefore, Case Company B is able to address more 

backers than other platforms from the start (Online Article, Company B, 2018).  

 

"Our understanding of social entrepreneurship is to build a community of systematic trust 

where people are encouraged to help one another" (CEO, Case Company B, personal 

communication, April 15, 2019). 

 

The CEO is mentioning that this company is not yet profitable, but the forecast is showing 

that Case Company B will become so by 2020 where they will reach 500 successful cam-

paigns per month (CEO, Case Company B, personal communication, April 15, 2019). 

The main reasons for Case Company B not being profitable yet are high development 

costs as well as marketing costs. The CTO claims that it is very expensive to introduce a 

new technology for a market which is not yet ready for it. The CTO (personal communi-

cation, April 15, 2019) is talking about "[...] excessive test runs, token issuing promotions 

and programming API’s with a foreign programming language are all costs other crowd-

funding platforms don't have". On the other side, the CEO is emphasizing on the speed 

of development to have the first mover advantage, which the CEO finds crucial for suc-

cess.  
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"We are trying to keep costs as low as possible: we raised around $14 million capital 

(mostly in tokens) – 5% of the $14 million is for maintain a team and a 10% is for partner 

compensation. The rest is for development and marketing costs. The distribution of those 

is 70:30. Our startup investment was huge." (CEO, Case Company B, personal commu-

nication, April 15, 2019). 

 

Finally, both, CEO and CTO believe that those huge investments will pay off in a long-

term perspective: "We have to recover, long-term we will have less operation costs due 

to automatization [and less third party involvement] than our competitors and this is why 

we believe in our investment, it is also important to serve the social purpose because we 

think about what is long-term more important for the social projects on our platform – 

and this is getting funded: as high as possible and as much as possible by getting the most 

value in an appropriate time for their project" (CEO, Case Company B, personal commu-

nication, April 15, 2019). 

 

Conclusion 

As a conclusion, the social purpose of Company B is enforced by enabling a global com-

munity through using cryptocurrencies. As a result, the platform is also less restricted by 

financial regulations. The social purpose was also emphasized when contributions of 

small amounts were made possible with more net amounts received by social projects 

after cutting off commission fees. However, the cost of developing a platform that runs 

on blockchain and the costs of marketing such a platform is enormous, which makes the 

technology neither mature nor sustainable yet. The platform is still recovering its startup 

costs and will not hit a breakeven soon, according to the managers. Without financial 

sustainability, serving a social purpose is not sustainable, which also confirms what has 

been mentioned by Yunus (2007) about sustaining social purposes through entrepreneur-

ship.  
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Reliability 

Driven from the literature, reliability is one of the major factors affecting the social value 

creation process of crowdfunding platforms (Bernardino, Santos & Ribeiro, 2016; Sousa 

& Azevedo, 2018). In regard to the complexity of integrated interfaces, the CTO of Case 

Company B mentions that the platform has a connection to five major partners: Ethereum 

blockchain, personal wallets of the users, their provided cold wallet, cryptocurrency ex-

change platforms such as Coinbase, and Facebook. Moreover, they have other API's for 

internal process purposes.   

 

"Everything is working well, and we had no issues with the integrations so far. [...] happy 

to have third parties that help us with development, and they are updating and help us to 

grow our business" (CTO, Case Company B, personal communication, April 18, 2019). 

 

According to the CEO, there is one employee responsible for continually checking new 

regulations, to make sure the platform is functioning according to standards for reliability 

purposes. Case Company B is working with several lawyers worldwide and has internal 

mechanisms to react to changes in the industry to make sure their social value creation 

process doesn’t get risked. 

 

"[...], we are facing fewer regulations than we would usually have if fiat currencies are 

used” (CEO, Case Company B, personal communication, April 15, 2019). 

 

"We want to make the platform genuinely global from the beginning, yet regulations are 

hindering us. With handling payments in cryptocurrencies, globalization sometimes be-

comes possible because we are avoiding many financial regulations. On the other hand, 

we are facing massive legal and financial hazards in those markets where transacting in 

cryptocurrencies is not legal" (CEO, Case Company B, personal communication, April 

15, 2019). 

 

Case Company B is transferring the funds immediately from the cold wallet to the wallet 

of the project owner after the campaign reaches 100% of required funding (Whitepaper, 

Company B, 2017). The funds are arriving in a cryptocurrency and need to be transferred 



 

 69 

into a regional fiat currency. The process is described in appendix six and seven. Inter-

nally, the CTO claims that it is much less effort to transfer the money to NGOs when it is 

done with cryptocurrency. It is the project's responsibility to receive the money in their 

preferred currency. 

 

"The process is much faster when there are no banks involved. however, in any case, the 

project needs the money in fiat currency. Therefore, it is not possible to completely skirt 

banks out. An exchange of cryptocurrency to fiat currency takes one day - normally it 

takes 2-3 working days to transfer money internationally" (CTO, Case Company B, per-

sonal communication, April 18, 2019). 

 

One obstacle Case Company B sees with external cryptocurrencies is the high volatility 

of this type of money. The CTO says that in short-term, the currencies are stable when 

converted immediately. But some projects are storing the funds in cryptocurrencies which 

can cause a conversion loss or win of 5-10% within days. The CEO sees this as a big 

problem since it has a tremendous impact on their potential of creating social value. Fur-

thermore, in some countries (e.g. China, Nepal, Egypt) the trade with cryptocurrencies is 

still illegal (Online Article, Case Company B, 2019). 

 

"[...] to target this problem we are willing to accept fiat currency in the future after set-

tling all with regulations. Cryptocurrencies are still not well accepted in the payment 

landscape, and we see an issue for international expansion because of that. Moreover, 

the potential loss with exchange rates can cause a project to fail after raising the amount 

of money needed" (CEO, Case Company B, personal communication, April 15, 2019). 

 

Conclusion 

To conclude, running on a blockchain infrastructure helps Case Company B to avoid sev-

eral intermediaries, especially banks, which makes their platform less complex with a less 

technical failure likelihood. However, intermediaries are still needed to cash out crypto-

currencies in fiat money. Further, using cryptocurrencies helps bypasses many financial 

regulations of different regions, yet transacting in this type of money is illegal in many 

other regions which makes it a tricky and risky payment methods for Company B, let 
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alone the high risk of being a highly volatile money type. Further, transacting in crypto-

currencies also made the process a bit faster, however the difference between Company 

A and Company B is just a matter of a few days or even hours sometimes, which is not 

significantly influential when thinking of a minimum funding goal necessary for launch-

ing social projects.  

 

Transparency 

Being transparent is very important for Case Company B and is emphasized by both in-

terviewees. The project owners share their full project information including project mile-

stones and location with the approved project addresses and identities of project owners 

on Case Company B’s platform. Backers are sharing their identity too. Moreover, the 

platform displays their location and the amount of "Karma"-points collected (Webpage, 

Case Company B, 2019).   

 

“Since maintaining our own server is still cheaper than storing information on a block-

chain network, we are still using our own server to store and some information about 

social projects and their owners with backers. We use blockchain where we believe more 

transparency is needed” (CEO, Case Company B, personal communication, April 15, 

2019). 

 

One function that is frequently requested by backers is the traceability of projects and 

following up on the development status of those projects (CEO, Case Company B, per-

sonal communication, April 15, 2019). The CTO claims that it is not possible to trustfully 

demonstrate this to contributors since human interaction is the main reporting mechanism 

they have: “Someone has to click on a button and confirm something is done” (CTO, 

Case Company B, personal communication, April 18, 2019). Moreover, the CEO is de-

manding more regulations according to smart contracts since there is no law which makes 

a smart contract a real contract. The act of confirmation is not legally binding.    

 

"Although we are using the Ethereum blockchain for validation, the project owner has to 

validate the previously submitted project milestones manually if these are fulfilled. We 
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see this as a potential problem since smart contracts are not binding by law" (CEO, Case 

Company B, personal communication, April 15, 2019). 

 

Conclusion 

Case Company B is still using traditional ways of storing and sharing information due to 

cost and convenience purposes. In addition, the communication of a project’s develop-

ment status is still performed manually. Smart contracts are not yet regulated by the legal 

ecosystem, which represents a reliability issue of for shared information. In addition, con-

firmation and communication of a project’s status through manual processes can always 

be misleading. Blockchain technology is neither cheap nor mature for Company B to fully 

exploit its potential to achieve greater transparency levels for their platform. 

 

Trust 

The CTO of Case Company B is demonstrating the protection against cyber criminality 

with the usage of firewalls, a RAID (Redundant Array of Independent Disks) server in-

frastructure, and the Ethereum blockchain to store project information, transactions, and 

user information including their "Karma". 

 

"I don't know how it will be possible to hack us, and I think the only weak spot is human 

interference. For example, if someone from our team will install a Trojan – in this case, 

we implemented some additional security such as different user access and two-factor 

verification, yet it's a risk we cannot solve with only blockchain" (CTO, Case Company 

B, personal communication, April 18, 2019). 

 

For more protection against fraud, the Case Company B is legitimizing all users by re-

quiring a copy of their ID. Moreover, NGOs need to provide an address and a copy of a 

document that confirms their business address. The approved information is stored in the 

blockchain and shared among all users (Webpage, Case Company B, 2019). 
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"In the future, we would like to cooperate with an identity blockchain to store information, 

so the users have more control over the information shared" (CEO, Case Company B, 

personal communication, April 15, 2019). 

 

"Our sensitive data is stored in the private database, and trusted public data is stored on 

the Ethereum blockchain" (CTO, Case Company B, personal communication, April 18, 

2019) 

 

Finally, the CTO claims that every peer-to-peer interaction with human involvements is 

not secure by design. The only way to help people trust more in the platform’s security is 

to build enough obstacles to make fraud less possible. By processing financial transac-

tions on a blockchain network, Case Company B wants to show that trust is vital for a 

community to have by ensuring the maximum security possible. On one side, blockchain 

technology is a marketing tool to promote the platform as more trustworthy. On the other 

hand, the CTO believes in "trust by the code" - a process which cannot be altered by 

human and will be executed no matter what which is a core benefit of the blockchain 

technology.  

 

"I think trust is very individual. They have to trust the platform and that we do everything 

to ensure trust. One of the reasons we decided to go for the blockchain technology for 

our transactions, not because it is indeed more secure, but also because it shows that we 

take care of the trust factor. This encourages more individuals and businesses to become 

users of the platform, either backers or partners" (CTO, Case Company B, personal com-

munication, April 18, 2019). 

 

Conclusion 

To conclude, Case Company B is only storing and processing financial transactions 

through a blockchain network to provide more security, but still validates users’ and pro-

jects’ information on the platform through manual processes. Processing financial trans-

actions on the Ethereum network is more secure due to the nature of this technology, but 

the network itself is still subject to internal breaches like any other network. An additional 

factor we discovered is that using a blockchain network has a marketing potential to 
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promote the platform as more trustful and technically secure, which makes backers more 

encouraged to contribute to social projects through B’s platform. 

 

Blockchain Technology 

"Backers have contributed billions of dollars’ worth of token sales with cryptocurrency – 

over 5 billion in 2017 and over 7 billion in 2018 – we want to open this opportunity for 

social good" (CEO, Case Company B, personal communication, April 15, 2019). 

 

Company B's decision to implement blockchain technology was not only based on the 

benefits of this technology, which especially suits peer-to-peer businesses, namely trace-

ability, transparency and financial efficiency, but also because of marketing and finance 

reasons. With an ICO (initial coin offering) Company B was able to raise the funds they 

need to get the business started. Moreover, the CEO claims that blockchain is a marketing 

instrument that helps to grow their business internationally.   

 

"Being a blockchain company helped us to get the funding we need because it is easier to 

make an ICO then an investment round. [...] after blockchain and cryptocurrencies got 

international awareness, we believe being a ‘blockchain company’ is helping us being 

more interesting for those early adopter customers" (CEO, Company B, personal com-

munication, April 15, 2019) 

 

The CTO says that the company is not able to replace the traditional databases fully due 

to the transaction throughput and query latency, which might change in the future. Block-

chain technology is already utilized by many financial companies and banks for cross-

border payments to reduce transaction fees. Therefore, Company B uses blockchain 

where they need it by storing project information and the link to project leaders, user 

information and "Karma," as well as campaign details and transactions. The information 

flowchart and the database structure can be seen in appendix five (Whitepaper, Company 

B, 2017).  
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The CEO describes the effect on social value creation with the concept of “Blue Ocean 

Strategy”: They want to "eliminate" superfluous partnerships; "Raise" trust in the plat-

form and transaction speed of funds while achieving a 100% project success rate. Not 

achieving the goals is the main industry problem, both interviewees are claiming. General 

costs for the platform should be "reduced" by using their cryptocurrency and "create" 

social value by giving the blockchain infrastructure benefits and reduced costs advantages 

directly to the projects while maintaining the level of profit margins at the industry stand-

ard.  

 

The future of blockchain is described by the CTO as “the future of online currencies” but 

traditional databases will still remain since the blockchain technology needs to be faster 

and data cannot be altered, which is sometimes necessary. The CEO claims that there is 

a need for better regulations and law environment for cryptocurrency and blockchain 

technology in general to become a mainstream in the future. However, a contradiction 

can be easily noticed as the lack of regulations made them use this technology in the first 

place.  
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3.3.3 Cross-Case Analysis 
 

Table 4: Cross-Case Analysis with Factor-based Conclusions 

How does blockchain technology as an alternative infrastructure for crowdfunding platforms enable social value? 

Factors Evaluation 
Criteria 

Case Company A Case Company B Conclusion 

So
ci

al
 P

ur
po

se
 

Building a 

community 

(Reach) 

Is building a community through 

providing free marketing tools 

and consultancy for NGOs 

through the platform and linking 

NGOs that are doing similar or 

complementary work together. 

Building a global community is 

limited by the market they are 

operating in; Case Company A is 

not supporting NGOs from out-

side their business region due to 

regulations restrictions. 

The choice to use cryptocurren-

cies is helping them to create a 

wider community of both 

NGOs and backers worldwide. 

Moreover, they are requiring 

users to contribute to other pro-

jects first before being able to 

submit their own project. 

Building a community is better enabled by 

integrating blockchain technology through 

breaking through international and financial 

regulations of different markets. Moreover, 

supporting more social projects and reach-

ing more backers is enabled by transacting 

in cryptocurrencies, except in those regions 

where cryptocurrency transactions are fac-

ing legal hazards. Here, blockchain technol-

ogy has the potential to increase the social 

purpose. 
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Net social 

contributions 

The commission fee is 5% for 

the direct contribution. Due to 

operations costs a fee of 0.5 US 

Dollar has been set for cashless 

contribution. Lower contribu-

tions will be kept by Case Com-

pany A.  

Company B is charging 5% 

commission fees but is willing 

to drop them to 3% after their 

expansion phase. No commis-

sion fees are charged when 

transactions are made in their 

own cryptocurrency. 

Blockchain enables social projects/enter-

prises on Case Company B to receive a 

higher net contribution from backers as it 

reduces its service commission fees. This 

has a positive effect on the social purpose of 

the platform.  

So
ci

al
 P

ur
po

se
 

The minimum 

amount of 

contribution 

Case Company A has a mini-

mum contribution option of 

$10.00 for direct contributions 

and $0.50 for cashless contribu-

tions to recover operation costs.  

No minimum contribution 

amount as the cryptocurrency 

used can be divided into a six 

decimal digits. It becomes pos-

sible to contribute with less than 

$0.01. 

Blockchain technology enables social pro-

jects/enterprises on Platform B to receive 

contributions of small monetary values 

which is not facilitated by the traditional so-

cial crowdfunding platform. Hence, (theo-

retically) there are more backers are capable 

of contributing, which in return has a posi-

tive impact on the social purpose. 

Projects’ suc-

cess rate 

The project success rates are 

around 40-50%, those are 

Case Company B is reaching 

100% success rate by placing 

limited campaigns at once. 

Since Case Company B is reaching their 

100% success rate by another method, 

blockchain technology seems to have no 

impact on social value creation. Case 
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projects that reach their mini-

mum funding goal. 

companies with a similar success-rate logic 

are needed to further investigate the impact 

of blockchain technology on this evaluation 

criteria. 

Re
lia

bi
lit

y  

The complexity 

of integrated 

interfaces 

To focus on their core business, 

Case Company A is outsourcing 

every task not related to linking 

backers with social projects. Yet, 

failures still occur rarely (2-3 

times a year). The total amount 

of integrated interfaces is around 

30, which makes Company A 

more dependent on external sys-

tems. 

Case Company B claims to 

have no issues with intermedi-

aries. The total amount of con-

nected partners is five. The live 

version of the platform experi-

enced no failures yet. Further, 

this platform is happy to work 

with intermediaries because 

they can focus on their core 

business.  

Blockchain technology seems to make Case 

Company B’s platform less complex 

through reducing integrated interfaces. This 

results in less technical failures faced by so-

cial campaigns on the platform.  

Contradicting to Hooper (2018) and Zhao et 

al. (2016), both platforms showing no issues 

with third party applications.  

Regulations 

and Adaptation 

Financial regulations (such as 

money laundry prevention acts) 

are often hindering their reach 

and even their business model 

potential. The platform hired a 

Running on a blockchain infra-

structure makes it possible to 

bypass several financial and le-

gal acts in regard to taxes and 

currencies. Therefore, they are 

Blockchain technology empowers Case 

Company B through breaking through inter-

national and financial regulations while in-

creasing its reach and building a wider so-

cial community while investing less money 
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team of three employees, which 

represents high costs to ensure a 

continuous adaptation. 

not often challenged by com-

plex regulations. Only one em-

ployee is enough to maintain 

their legal situation. 

in maintaining the legal status. Despite this, 

the detailed costs of doing so were not de-

termined or put into account in our research. 

Re
lia

bi
lit

y  

Processing 

transactions 

(delays) 

It takes up to 5 days to process 

financial transactions in a direct 

contribution, and up to one 

month in a cashless contribution 

scenario. Yet, a faster process of 

one day is possible if needed 

(with extra costs). 

Transferring money to project 

owners in cryptocurrencies is 

faster as the transaction is fol-

lowing the peer-to-peer logic. 

However, banks are still neces-

sary for project owners to cash 

out what has been transferred in 

cryptocurrencies because they 

are not an accepted payment 

method yet. 

Running on a blockchain infrastructure 

helps Case Company B to process transac-

tions faster. However, the difference is not 

significant. Especially when a minimum 

funding is required to launch social pro-

jects. Further, Case Company A is able to 

process the funding money in one day with 

extra charge. Therefore, blockchain seems 

to have no significant impact on this crite-

rion. 

Currency used 

The US Dollar has a low volatil-

ity rate and is well supported 

from international financial au-

thorities. Therefore, financial 

Cryptocurrencies are highly 

volatile which makes it risky to 

deal through, especially on the 

long-term. Although this pay-

ment method is internationally 

Cryptocurrency is not able to replace fiat 

currency yet because of it is low popularity 

and payment convenience. Therefore, Case 

Company B is suffering a reliability risk 
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transactions become highly reli-

able to be carried out. 

accepted, it is not a common 

payment method and is repre-

senting an obstacle for backers 

to contribute. Furthermore, 

there are several countries 

which banned the trade of cryp-

tocurrencies.  

which is forcing them to come back to  fiat 

money in the near future.  

Moreover, the volatility of cryptocurrency 

represents a potential risk for social projects 

to lose money. 

Tr
an

sp
ar

en
cy

 

Information 

shared between 

platform users 

Through careful (but transpar-

ent) selection of a manageable 

number of NGOs, they can make 

an in-depth investigation of the 

social purposes of those organi-

zations and share the infor-

mation with backers. Backers 

choose to either share their iden-

tities or stay anonymous through 

different login techniques. 

Case Company B is combining 

transparency with trust since all 

information is stored on block-

chain which makes the platform 

more reliable in return. To en-

hance this, they are willing to 

outsource the user validation to 

an identity blockchain in the fu-

ture since this process is carried 

out manually by them. 

We see blockchains’ potential to enhance 

transparency since all data is stored publicly 

which also affects the trustworthiness of the 

platform. Storing and sharing data on a de-

centralized network is more democratic, 

which in return entails more transparency. 

Here we see a potential for future research 

as well.  

 

Contribution 

traceability 
Case Company A shows a mini-

mum traceability of the social 

The communication of a pro-

ject’s development status still 

Blockchain technology does not have a sig-

nificant impact on the traceability in the 
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projects that backers contributed 

to. Apart from on-side visits and 

a blog, there are hardly any em-

bedded procedures in the com-

munication of the status of the 

project. Communicating Pro-

jects’ milestones are neither re-

quired nor published by the plat-

form.  

needs human interactions, 

which has an impact on the reli-

ability of the information 

shared on the actual project sta-

tus.  

Additionally, smart contracts 

are not yet legally binding, 

hence the information is not 

trustworthy.  

context of crowdfunding platforms because 

it is not legally binding and consequently, 

as valid as any other confirmation of the 

projects’ status made through legacy sys-

tems. If it would be legally binding in the 

future, the traceability would have more 

significance operated through the block-

chain. Especially, within IoT-systems 

where human involvement is decreased. 

This criterion has also an influence on reli-

ability. 

Tr
us

t  

Protection pro-

tocols against 

fraud 

Case Company A prevents fraud 

acts through an application pro-

cess for NGOs to be registered 

on the platform. Regular NGOs’ 

check-ups on NGOs and on-site 

visits upon receiving contribu-

tions are conducted to ensure the 

validity of the information 

Validation of users’ infor-

mation on the platform is still 

done through traditional manual 

processes. 

Case Company B is still plan-

ning to integrate a legitimation 

blockchain to verify all users 

and projects.  

Blockchain technology might have the po-

tential to make the process of user and pro-

ject verification leaner. Especially inte-

grated with other IT-systems by making 

manual in-depth check-ups on NGOs un-

necessary. However, further explorations 

are needed on more cases.  
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provided. These processes are 

claimed to be very costly, yet a 

guarantee against fraud is very 

crucial for them.  

Additionally, Case Company B 

claims that being a “blockchain 

based company” is helping 

them being perceived as more 

trustworthy in the crowdfund-

ing ecosystem. 

Furthermore, being perceived as a block-

chain company helps to generate trust for 

more acquisition of platform users. The per-

ceived trust causes a better platform promo-

tion. Therefore, blockchain still has the po-

tential to enhance the social value creation 

by being perceived as more trustworthy.   

Tr
us

t  

Protection pro-

tocols against 

cyber crimes 

Case Company A maintains its 

own firewall and backup server, 

in addition to the security sys-

tems of external interfaces that 

are integrated within the plat-

form — assuring to provide 

maximum security. Yet, human 

failure cannot be exempted. 

Case Company B still maintains 

a traditional backup server to 

store and process information. 

The blockchain network pro-

vides more security to their fi-

nancial transactions and other 

crucial information stored (e.g. 

“Karma”).  

Since it is neither cheap, nor necessary, to 

process all transactions through the block-

chain, additional firewalls and backup sys-

tems are still used by Platform B. Yet, the 

cybercrime potential is decreased when us-

ing blockchain technology which builds 

more trust in the platform. 

 

Source: Own creation. 
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4 Conclusion 

In this chapter we briefly revisit the purpose of conducting this thesis and conclude our 

findings and analysis in the light of our research question. Furthermore, we provide a 

section for managerial implications. We end this chapter by identifying different limita-

tions in our research and some related aspects for future research. 

 

4.1 Discussion Summary 
 

The aim of this thesis is to explore whether the emerging blockchains technology enables 

social value creation of social crowdfunding platforms if used as an alternative infrastruc-

ture. In order to fulfill this purpose, we had the research question of “How does block-

chain technology as an alternative infrastructure for social crowdfunding platforms en-

able social value?”. For us to answer this question, we adopted a case study research 

strategy accompanied with a multi-variable analysis design to explore a social crowd-

funding platform that runs on a blockchain technology and compare it with another that 

runs on traditional systems. We developed an analysis design based on theories of social 

entrepreneurship, challenges facing crowdfunding platforms, and aspects of blockchain 

technology, which interrelated in showcasing factors most influencing the social value 

creation process of social crowdfunding platforms. Our developed analysis design has 

been further refined and finely tuned through a parallel process of data collection and data 

analysis. Looking at the two conducted within-case analyses and further comparing what 

we found in the selected platforms, we become able to answer the research question 

through the following four factors: 

 

Social Purpose 

First, Platform B’s reach is better enabled by integrating blockchain technology through 

breaking through international and financial regulations of different markets. Hence, sup-

porting more social projects and reaching out for more backers is made possible by trans-

acting in cryptocurrencies. Furthermore, Company B enables social projects/enterprises 

to receive a higher net contribution from backers as it reduces service commission fees 

and operations costs through disintermediating the transaction process using cryptocur-

rencies. By doing so, Platform B is also able to facilitate contributions of small monetary 
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values which is not facilitated by Platform A. Therefore, blockchain technology seems to 

enable Platform B’s social value creation through extending their reach, increasing net 

contributions received by social campaigns, and facilitating contributions of small mon-

etary values. Overall, we comfortably claim that introducing blockchain enforces the so-

cial purpose of crowdfunding platforms. This finding has also been argued by Medina-

Molina et al. (2019) and Zhu and Zhou (2016) in their investigation of social benefits of 

the blockchain technology. 

 

Reliability 

Second, we found that Platform B is less complex in its technical structure than Platform 

A’s. Thanks to processing their financial transactions through cryptocurrencies. The so-

cial crowdfunding platform of Company B was able to reduce some of their intermediar-

ies’ integrated interfaces, especially those of banks, which results in less technical prob-

lems faced by their platform. In addition, using cryptocurrencies helps Company’s B plat-

form process transactions slightly faster than that of A’s. However, the difference is not 

significant, especially when knowing that many social projects are not launched until a 

minimum funding goal is fulfilled. Most importantly, processing transactions using a 

blockchain-based currency is highly risky. Social projects have to cash out the received 

contributions within days, otherwise they are subject to major fluctuations in the crypto-

currency’s exchange rate which makes the whole process unreliable.  

 

When it comes to the readiness of the ecosystem, more laws are needed to regulate this 

technology, especially its smart contract features where a law enforcement is not possible 

yet. It is also critical to mention that running on a blockchain network or transaction is 

cryptocurrencies are even illegal in many regions where social work is mostly needed 

which is not possible for Case Company B to support projects in those areas. With that 

being said, it seems that exploiting some of the blockchain features by Platform B does 

not really increase their platform’s reliability when creating social value. Even more, run-

ning on a blockchain network sometimes puts Case Company B at a high legal hazard.  

 

Contradicting to Hooper (2018) and Zhao et al. (2016), both platforms showing no issues 

with third party applications and are more open to implement new partners since they 

enable them to focus more on their core business. Furthermore, this finding goes along 
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with the concerns about the reliability of running on a blockchain network and using 

cryptocurrencies. For example, Dai, Shi, Meng, Wei, & Ye (2017) claim that dealing on 

blockchain based currency is not yet reliable for financial transactions. 

 

Transparency  

Third, although Company B is running their financial operations on the Ethereum net-

work, we found that they are still using traditional channels to store and share projects’ 

information with their platform users. As a result, for backers to trace the social projects 

they contributed to, additional manual reporting processes still have to be performed 

through human interactions and regular follow-ups. Smart contracts, external partners, 

and the current state of the blockchain network are not yet mature enough to fully com-

municate projects’ status to backers. However, running on a decentralized network is de-

mocratizing the process of sharing information and therefore, transparency of information 

is still enforced. Yet, a change in the financial and legal environment for Company B is 

still needed to be able to fully exploit the potential of blockchain technology. 

 

Moreover, Zhu & Zhou (2016) as well as Jeppsson and Olsson (2017) are claiming that 

blockchain technology is bringing more transparency to the crowdfunding ecosystem 

which goes along with what we found in our study.  

 

 

Trust  

Fourth, Company B is still researching the possibility of integrating a legitimization 

blockchain network while maintaining similar procedures as Company A against poten-

tial frauds. As mentioned before, using human communications and manual processes to 

report social projects’ information doesn’t protect backers on the platforms from being 

provided with misleading information. On the other side, managers at Company B think 

that smart contracts can provide them with more trust through democratizing the confir-

mation and execution processes, while also claiming that smart contracts are still not reg-

ulated and therefore not legally binding.  

 

In regard to cybercrimes, blockchain technology can better secure stored data and finan-

cial transactions than other technologies. On the other hand, it is neither cheap, nor 
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necessary to process all transactions through the blockchain, and therefore, additional 

firewalls and backup systems are still used by Platform B. Yet, the overall cybercrime 

potential is minimal when using blockchain technology which builds more trust in the 

platform. In addition, blockchain helps Case Company B as a marketing tool to be per-

ceived as more trustworthy and technically secure. 

 

Our findings go hand in hand with the statements of Cai and Zhu (2016), who are also 

claiming that blockchain technology provides prevention against fraud and cybercrime 

within the context of online businesses. Moreover, Zhu & Zhou (2016) claim that block-

chain has the potential to bring in more trust to the crowdfunding ecosystem.  

 

 

Based on our within-case analyses conducted on both platforms, and after comparing 

what we found in both cases, it seems that the current state of the blockchain technology 

holds a technical potential to support the social purpose of the blockchain-based social 

platform through reducing service fees for projects and platforms’ operation costs, in 

addition to extending its regional reach to integrate more backers, partners, and social 

projects. Moreover, it appears that blockchain technology is enforcing both, trust and 

transparency features of social crowdfunding platforms. In return, this impact enables the 

social value creation process of those platforms. However, our study did not reveal a 

significant impact on the reliability of the platform. In addition, transacting though cryp-

tocurrency might expose the whole crowdfunding process to legal and financial haz-

ards.  

Further, Case Company B reveals a huge development costs affecting their financial sus-

tainability after two years, unlike the traditional platform which was profitable after one 

year of operation with similar operational capacities. Based on our findings, we encourage 

the crowdfunding ecosystem to facilitate the adoption of the blockchain technology 

through changing restricting regulation and enable legal enforcement for the social good. 

To summarize what has been done in the scope of this work, this conceptual model illus-

trates our research structure and main findings. 
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Figure 5: Conceptual Framework 

 



 

 87 

4.2 Managerial Implications  
 

Based on what has been discussed above, this thesis yields some implications for practi-

tioners within the field of social entrepreneurship and crowdfunding. Based on what we 

found in our selected blockchain-based social crowdfunding platform, our recommended 

approach for social crowdfunding platforms is to start introducing the blockchain tech-

nology as an alternative infrastructure to traditional systems. In our conclusion, we have 

established that the emerging blockchain technology appears to enable the social value 

creation process of social crowdfunding platforms through enforcing their social purpose, 

transparency, and perceived trust. However, the application of such a technology should 

be carefully investigated as it implies some reliability challenges too. Moreover, Platform 

B acquired its startup capital through an ICO, showing that blockchain is capable of mak-

ing a difference in supporting social businesses. Therefore, we strongly encourage social 

entrepreneurs and practitioners to continually explore and research the potential of this 

emerging technology of blockchain within the social entrepreneurship. 

 

4.3 Limitations and Future Research  
 

The decision of settling on only two cases was restricted by the limited resources and time 

underlying this thesis. Nonetheless, we believe that two cases are adequate for collecting, 

analyzing, evaluating, and developing the right conditions for exploring the social poten-

tial of blockchain technology when integrated as an infrastructure for social crowdfund-

ing platforms. We also made sure that the two selected cases are following the same 

crowdfunding model, i.e., a reward-based model, in order to make sure they are following 

the same business logic and the investigated factors are comparable, which enables us to 

develop generalizable knowledge. However, having more cases to analyze and compare 

would have been more efficient and would have generated more accurate theories to be 

tested.  

  

Furthermore, in our choice of sample cases, we managed to have two social crowdfunding 

platforms that are comparable in terms of their size and operations capacity. However, 

we think that conducting a similar study on platforms with also similar revenue models 

would yield more insightful results. Our conclusions were also driven from studying 
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social crowdfunding platforms only within donations and reward-based models without 

researching other crowdfunding models such as equity-based and lending-based ones, 

which might follow a different logic to create social value. Therefore, we suggest that 

more research is required to explore the potential of blockchain technology for equity and 

lending based social crowdfunding platforms.  

 

During our study, we acquired in-depth insights into the topic of social entrepreneurship 

while taking the perspective of social crowdfunding platforms. For context generalization 

purposes, more perspectives are encouraged to be taken into consideration. We suggest 

that repeating the current study with different perspectives of the involved parties in this 

thesis (i.e., backers or social projects’ owners) would contribute more to the topic under 

study. Furthermore, future research could also explore the current topic in different con-

text-specific environments such as industry, business model, or culture. We also recom-

mend other researchers to include more members of the top management in the study, in 

order to receive insights from different perspectives and persons with different personal 

backgrounds (e.g., international experience, legal knowledge).  

 

Furthermore, we have not investigated how our defined social value creating factors are 

interlinked with each other. Consequently, it was hard to categorize the evaluation criteria 

since they are also affecting other criteria. For instance, we put contributions traceability 

under the factor “transparency,” but making contributions traceable also influence the 

perceived trust in the platform. Therefore, there is a potential for future researches to 

explore the nature of those relationships among the influencing factors design we devel-

oped, and further investigate blockchains’ influence on the social value creation on those 

relationships. 
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Appendix 

 

Appendix 1: Description How Blockchain Works 

Exemplary we will take a contribution from a backer to a social project. The first step 

represents two peers agreeing on a trade. This transaction between the two peers has to 

be "signed" by the backer. In the second step, the transaction is then sent to so-called 

"nodes" to be approved before it gets authorized. Nodes are "trusted" decentralized enti-

ties which are receiving the transaction information from all participants of the network 

willing to make a transaction. Without blockchain, a central entity such as a bank would 

approve this transaction. In a decentralized system, every node needs to have the same 

version of the distributed ledger information. Since the information the nodes are receiv-

ing are not received at the same time, nodes have to come to a consensus of which version 

of the distributed data is “true”. Otherwise, the backer could send the same money to 

another social project. This is known as the "double spending problem".  In the third step, 

multiple transactions are collected by nodes and combined into one block. When a block 

is "full", the following transactions move to the next block (Casino et al., 2018; Tschorsch 

and Scheuermann, 2016; Nakamoto, 2008). 

 

The fourth step is representing the consensus mechanism of the nodes. A consensus mech-

anism is important because once a node authorizes a block, it becomes immutable in the 

blockchain. There are several options on how the consensus mechanism works which are 

depending on the blockchain type. In this frame of work, we will present the most com-

mon ones: Proof of Work (PoW) and Proof of Stake. To ensure authentication in the PoW 

consensus, the nodes have to solve a complicated computational process. In the Bitcoin 

blockchain, this would be finding hashes with specific patterns and a leading number of 

zeroes. Since this is happening by try and error, an immense calculation and hence electric 

power is needed to solve this as fast as possible. The first node who solves it has the best 

chances to put the compiled transaction information into the blockchain and getting re-

warded for this. This procedure is called "mining" (Glaser, 2017). The PoS consensus 

mechanism is taking the shares of currency a node has into account. Then more stake of 

the available currency one has, than better chances (yet not guaranteed) this person gets 
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to add a block to the blockchain and receive a reward for this. The benefits of PoS are a 

significant decrease in power consumption and improved scalability, yet a little less se-

curity since "trust" can be bought (Casino et al., 2018; Tschorsch and Scheuermann, 2016; 

Nakamoto, 2008). The following graphic is a simplified visualization of a blockchain.  

 

 

Source: Nakamoto, 2008.  

 

In the fifth step, a node finds a PoW or PoS and is herewith authorized by the consensus 

mechanism to add a new block to the blockchain. During this, the node has to broadcasts 

the block to all nodes. The sixth step, nodes accept the block only if all broadcasted trans-

actions are valid and not already "spent", here a recheck of the information is taking place. 

This node gets rewarded in different ways depending on the blockchain used. Bitcoin, for 

instance, is rewarding the nodes with currently 12,5 Bitcoins – USD 101.156,88 

(14.05.2019) (this will be halving in approximately May 2020) and a transaction fee that 

is paid by the users submitting transactions (Thellmann, 2018). Simultaneously, and be-

fore the block is created, the node is creating a hash for this block. Hashing is a crypto-

graphical procedure where a mathematical process is transforming input data of any size 

into an output data of a fixed size. The most common use is to secure passwords in a 

database (Faife, 2017). One block contains the transaction information (data), timestamp, 

and the hash of the previous block. The latter one is making a chain out of the blocks: To 

be able to change any information in one of the previous blocks, all blocks in the whole 

blockchain have to be changed because it will ultimately generate a different hash (Naka-

moto, 2008).  
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Finally, the block has been created when 51% of all nodes have agreed and started to 

work on the next block. The hash information, as well as transaction information, will be 

shared among all participants of the blockchain and the transaction history can be browsed 

online at blockchain.com.  

 

Appendix 2: Literature Review Search Queries and Excel Table  

Table 5: Web of Science Search Query 

 

Source: Own creation. 

Figure 6: Screenshot of Relevant Articles for Literature Review 

 
Source: Own creation.  
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Appendix 3: Interview Guide 
 

The topic of the interview: How does blockchain technology as an alternative infrastruc-

ture for crowdfunding platforms enable social value?  

 

Personal Information Interviewee 

Can you briefly tell us about the company you work for and your position within the 

organization? 

Please explain the operations and the value-creating process of the company. 

How would you describe your social value creation process? 

What do you consider as social value? 

 

Blockchain 

Why did you / didn't you decide to implement blockchain technology as an alternate tech-

nology for your platform to run on?   

How this affects the social value creation?  

What do you think about the future of blockchain technology? 

 

Social purpose 

Profitability (costs): 

Is the business profitable? 

If not, when do you expect to be profitable (break-even)? 

What other revenue stream does the platform have if there is any? 

What do you think of your operations cost? Do you think it is reasonable or actually 

higher than it should within a social context / comparing to the industry average? 
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Commission fees charged: 

What kind of fees or commissions are you charging to whom and when?  

By what there are influenced / what are they based on?  

What are the costs per transaction?  

Do you have a minimum-investment amount?  

 

The minimum amount of investment: 

What is the minimum amount of money baker can contribute? 

 

Projects’ success rate: 

What is the success rate of the projects?  

How do you assure your projects to be more successful? 

How is (can) blockchain potentially helping to improve this? 

 

Reliability 

The complexity of integrated interfaces: 

What are the other systems and interfaces connected to the platform? And how they are 

influencing the process? 

 

Regulations Adaption: 

How do you perform internal/external due-diligence and adapt to regulations?  

 

Processing transactions (delays): 

How do you assure a reliable transaction process of funding money? Please describe the 

process.  

How long does it take to transfer the funds? 
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Volatility of currency: 

What kind of currency is used? And why? 

Are there issues related to the volatility of the currency? (Especially the use of cryptocur-

rencies) 

 

Transparency 

Amount of information shared between platform users: 

What kind of information is shared among investors and projects? 

How do you reduce information asymmetry between the investors and the projects? How 

this can be potentially improved?  

 

Investment trackability: 

How do you assure trustworthiness to investors and project creators?  

How can investors keep track of the project's process?  

What are your efforts to improve transparency? 

 

Are there other transparency-related challenges faced by your platform? 

 

Trust 

Protection protocols against fraud and cybercrimes: 

How can investors see where their funding money went? Are there better ways? 

How you verify the users of your platform? How can this be potentially improved?  

Are there other trust-related problems faced by the platform?  

Fraud is one of the main issues of the industry. What do you do to prevent it? 

Are you facing other problems related to fraud? 
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Final 

Have you ever felt that your social purpose had been compromised due to any other cir-

cumstances? Why do you think this is? 

Is there anything important for this research what we haven't considered before? 

 

Appendix 4: Company A’s Contribution Process 
 

Figure 7: A donation's journey through Case Company A 

 

Source: Webpage Case Company A, 2019. 
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Appendix 5: Company B’s Information Flow Chart / Database Structure 

Figure 8: Information Flowchart and Database Structure - Company B 

 

 
Source: Whitepaper, Case Company B, 2017. 

 

Server 
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Appendix 6: Flow Chart Backing a Campaign of Company B 
 

Figure 9: Transaction Flowchart Case Company B  
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Appendix 7: Flow Chart Successful Project  
 

Figure 10: Active Fundraising Flowchart Case Company B  

 

 
 

Source: Whitepaper, Case Company B, 2017. 

 


