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Abstract 
In recent years, equity-based crowdfunding (ECF) has emerged as a viable alternative 
for new ventures to overcome funding difficulties, not least in a time with funding 
difficulties for entrepreneurs. There is little research on the topic, and studies that have 
been conducted usually examine all the crowdfunding types together, but the 
differences between the various types demand the study of each type separately. 
 
Little is known about entrepreneur’s use of this new phenomenon, why they select ECF 
and consequently not select traditional sources of capital, and what their experiences of 
equity crowdfunding are. The purpose of this thesis is thus to explore the use of equity-
based crowdfunding by Swedish entrepreneurs. Specifically, the thesis focuses on 
motives to select this funding method, and experienced benefits and challenges of its 
use. 
 
The empirical findings were collected through seven semi-structured interviews with 
Swedish entrepreneurs that had reached their ECF campaign funding goals. The basis 
for the interviews was built upon a literature review, and the research was carried out as 
an exploratory study using a qualitative and abductive approach. 
 
The findings of this thesis indicate that the entrepreneurs were largely unaware of what 
the use of ECF entails, and that they primarily selected this funding method because of 
an inability to obtain capital from other sources. Moreover, this study details 
experienced benefits and challenges of this new funding method, by Swedish 
entrepreneurs. The key benefit discussed by our participants was that of obtaining brand 
ambassadors, and the major challenge was supporting and monitoring a large number of 
investors. 
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1 Introduction 

This chapter begins by describing the background to the formulated problem. 
Subsequently the purpose of the study is presented along with pertinent research 
questions. Lastly, the chapter details delimitations of the study. 

1.1 Background 

Entrepreneurs and the new ventures they create are an important part of economies and 
growth in many parts of the world. They are an innovative force that also employs 
significant parts of the work force of industrialized countries (Cassar, 2004; Herrington, 
Kelley & Singer, 2016). Perhaps the most significant threat new ventures face comes in 
the initial stages where financing is needed to survive or grow (Basu & Parker, 2001; 
Cassar, 2004). This is perhaps more relevant than ever, when there are indications that 
sources of finance for entrepreneurs have become more risk-averse, creating what is 
called an equity gap (Block & Sandner, 2009; Gualandri & Venturelli 2008; McKinsey 
Global Institute, 2011). The effects of the financial crisis of 2008 escalated the situation, 
but in its wake an alternative source of capital for entrepreneurs emerged (The World 
Bank, 2013). 
 
Crowdfunding is a means by which entrepreneurs can obtain funding through 
contributions from the crowd, a large audience, with generally smaller amounts 
contributed by a larger amount of contributors (Belleflamme, Lambert & 
Schwienbacher, 2014). In return, the entrepreneur offers the contributors some form of 
future benefit (Mollick, 2014). There are various types of crowdfunding separated in 
terms of what future benefit is offered to the contributors, and there are five dominant 
categories: donation-, reward-, royalty-, loan-, and equity-based crowdfunding 
(Massolution, 2015). The type of crowdfunding most closely related to traditional 
sources of capital is perhaps equity-based crowdfunding (ECF), in that the contributors 
become crowdinvestors, obtaining shares of the venture in return for capital. Any 
person with an Internet connection and money to spare can access the platforms that 
facilitate ECF, and choose to become an investor in an increasing number of companies 
(Belleflamme et al., 2014). 
 
ECF is one of the fastest growing types of crowdfunding; the amount of capital invested 
by the crowd through ECF has risen dramatically, along with platforms that include this 
type of crowdfunding, and the number of entrepreneurs that select it has surged 
(Dushnitsky, Guerini, Piva & Rossi-Lamastra, 2016; Massolution, 2015). Yet, research 
conducted on crowdfunding usually fails to separate the types of crowdfunding, which 
is a problem considering the many differences between them. The research on ECF is 
very limited and clumped together with the other types, and perhaps especially limited 
in the context of the entrepreneurs use of ECF, their motives to select it and their 
experienced benefits and challenges (Gerber & Hui, 2013; Lambert & Schwienbacher, 
2010; Macht & Weatherston, 2014; Wilson & Testoni, 2014). 
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1.2 Problem 

As an alternative to traditional sources of capital, ECF is growing quickly and could 
potentially threaten their market shares (Chance, 2015; Massolution, 2015). Emerging 
in a time of an equity gap, ECF could have an immense impact for entrepreneurs, the 
survival of their ventures, and how they chose to obtain capital. The topic of 
crowdfunding has received the focus of researchers lately, yet most studies that explore 
the use of crowdfunding fail to separate the different types from each other (Gerber & 
Hui, 2013; Lambert & Schwienbacher, 2010; Macht & Weatherston, 2014). However 
there might be an inherent risk in making assumptions about the use of ECF through 
studies that include other types of crowdfunding. There is a gap in existing research that 
needs to be filled by studying ECF separately, as our understanding of its use is limited 
as there are important differences between ECF and the other types of crowdfunding.  
 
The understanding of ECF is limited as it is a relatively new phenomenon, yet it has 
nevertheless been chosen by an increasing number of entrepreneurs. As follows, 
previous research has expressed a need to study the motives why entrepreneurs select 
ECF over other financing sources (Ahlers, Cumming, Günther & Schweizer, 2015). 
What is more, recent studies have looked into the entrepreneur's experiences of 
crowdfunding, that is, what benefits and challenges have been encountered. However, 
the experienced benefits and challenges might differ between ECF and other types of 
crowdfunding, and the understanding of these would add to a limitedly researched topic 
and is an integral piece of information for future users of ECF. Importantly, the 
experienced benefits and challenges of this funding type may differ between 
entrepreneurs that met their financing goals through ECF and those who did not. An 
appropriate way to study experienced benefits and challenges is to investigate those 
who have experienced ECF for the most amount of time; those who continue their 
ventures by meeting their funding goals. After all, those who are unable to meet their 
funding goals through an ECF campaign close it, and are forced to return the 
investments to the contributors. 
 
The situation in which entrepreneurs are vital in terms of economic growth, 
employment, and innovation is highly applicable in the context of Sweden (Herrington 
et al., 2016). Also relevant in Sweden is the emergence of ECF in a time of an equity 
gap (Företagarna, 2015; Bjerkesö, Hallin, Silver & Spangenberg, 2011). Sweden 
therefore serves as a fitting context in which to conduct a study on the entrepreneur’s 
use of ECF and their experienced benefits and challenges. 
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1.3 Purpose 

Due to the rapid and projected growth of ECF, this paper aims to contribute to the field 
through interviews with Swedish entrepreneurs that have successfully closed ECF 
campaigns.  
 
The purpose of this thesis is to explore the use of ECF by Swedish entrepreneurs. 
Specifically, the thesis focuses on the entrepreneur’s motives to select ECF, and their 
experienced benefits and challenges of this funding method.  

1.4 Research Questions 

RQ1: What motivates Swedish Entrepreneurs to select ECF?  
RQ2: What benefits have Swedish Entrepreneurs experienced?  
RQ3: What challenges have Swedish Entrepreneurs experienced? 

1.5 Definitions 

Crowdfunding: “With crowdfunding, an entrepreneur raises external financing from a 
large audience (the “crowd”), in which each individual provides a very small amount, 
instead of soliciting a small group of sophisticated investors.” - (Belleflamme et al, 
2014, p. 585) 
 
Equity Crowdfunding: “A method of financing whereby an entrepreneur sells equity 
or bond-like shares in a company to a group of (small) investors through an open call 
for funding on Internet-based platforms.” - (Ahlers, Cumming, Günther & Schweizer, 
2015, p. 10) 
 
Entrepreneur: “An individual who undertakes (from the French entreprendre to 
undertake) to supply a good or service to the market for profit. The entrepreneur will 
usually invest capital in the business and take on the risks associated with the 
investment. In most modern capitalist economies the initiative of entrepreneurs is 
regarded as an important element in creating a society's wealth; governments are 
therefore encouraged to establish conditions in which they will thrive.” - (Law, 2015, p. 
149) 
 
Business Angel: “Business angels tend to be private individuals, who often have 
started their own successful firms in the past and are now looking to invest some of 
their money and experience gained into a small entrepreneurial firm” - (Van 
Osnabrugge, 2000, p.92) 
 
Seed capital: The small amount of initial capital required to fund the research and 
development necessary before a new company is set up. The seed capital should enable 
a persuasive and accurate business plan to be drawn up.” - (Law, 2015, p. 397) 
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Venture capital: “Capital invested in a project in which there is a substantial element 
of risk, especially money invested in a new venture or an expanding business. It is also 
used in buyouts by private equity firms and employee or management buy-outs” - (Law, 
2015, p. 387) 
 
New venture: For the purpose of this thesis, new venture is defined as a business 
enterprise in its early stages, created by an entrepreneur, taking on risk with the 
expectation of future rewards. 
 
Crowdsourcing: Crowdsourcing in this thesis is defined as the process of receiving 
desired services, feedback, solutions, or capital by contributions from groups of people, 
or a crowd, often through online platforms. 

1.6 Delimitations 

This study will focus on Swedish entrepreneurs that have successfully completed ECF 
campaigns. Other types of crowdfunding were therefore not included more than briefly.  
Swedish entrepreneurs were chosen as delimitation because of the constraints of 
resources of time and money, combined with convenience as the authors reside in 
Sweden. This was the case for choosing successful entrepreneurs as well, along with 
that unsuccessful entrepreneurs only experience ECF until the closing of their 
campaigns, making successful entrepreneurs better suited for the purpose of this thesis. 
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2 Frame of reference 

This chapter summarizes the existing research related to the purpose. The section 
includes financing of new ventures, equity gap, crowdfunding, motives to select ECF, 
and the researched benefits and challenges. 

2.1 Financing of New Ventures 

There is extensive research conducted in numerous articles concerning entrepreneurship 
and the early stages of new ventures. Early stage financing is frequently brought up as a 
common constraint on entrepreneurs and their abilities to fund their businesses during 
the different stages of development (Binks & Ennew, 1992; Mason & Harrison, 1996), 
and this constraint serves as a common reason for new venture failure (Basu & Parker, 
2001; Cassar, 2004; Wucinich, 1979). To avoid failure, and to fund required aspects of 
their ventures, entrepreneurs usually use three types of capital: seed, debt, and equity. 
Seed, debt, and equity capital can be combined, and most new ventures use some type 
of seed capital in the first stages of the venture. In later stages, capital needs can 
outgrow the scope of seed capital, and then further capital, usually bigger amounts than 
seed capital, can be provided by means of debt or equity (Bjerkesö et al., 2011). 
 
Seed capital 
Seed capital refers to the initial funds used by entrepreneurs for their businesses, and is 
commonly called bootstrapping (Girling, Harrison & Mason, 2004). Common sources 
of this type of capital are the three Fs; friends, family and fools (Cumming & Johan, 
2014). This type of investor usually requires little or no securities, and rely more on 
their relationship with the entrepreneur than on calculating risks and rewards such as 
banks, business angels, and VCs. This is usually an easier type of capital to access for 
the entrepreneur, and therefore is a common first financing step in new ventures 
(Cumming & Johan, 2014). Business angel and venture capital have been found to 
provide entrepreneurs with essential complementary non-financial assets, however 
informal seed capital of this kind usually lack these (Park & Steensma, 2012; Poilitis, 
2008; Sapienza, Manigart & Vermeir, 1996). 
 
Debt capital 
The biggest single providers of debt finance are banks, yet lending to a new venture or 
small business often means a high level of risk (Bjerkesö et al., 2011). To mitigate risk, 
banks rely on detailed information regarding the borrower, the performance of the 
business, and on collateral, or securities (Beck, Demirgüç-Kunt & Maksimovic, 2005; 
Bruns & Fletcher, 2008). However, banks require more risk mitigation compared to 
equity capital providers, as equity capital providers can offset risk by the potential 
future rewards, unlike banks that only receive interest (Bjerkesjö et al., 2014) Positive 
aspects of using debt finance from banks for the entrepreneur are those of control and 
retention of ownership (Bruns & Fletcher, 2008; De Bettignies & Brander, 2007).  
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Equity capital 
Equity capital differs from bank in the sense that its investors are generally considered 
to tolerate higher risk (Bhatia, Freeman & Wong, 2009). Equity capital investments 
usually incorporates higher risks and higher possible returns for the investor, and the 
investor have ways of mitigating risk by means not available to banks (Bhatia et al., 
2009; Carpenter & Petersen, 2002; Beck et al., 2005; Schwienbacher, 2008; Popov & 
Roosenboom, 2013) 
 
Business angels are a common source of informal equity capital, and they generally 
invest in ventures at earlier stages than their formal counterpart, venture capitalists 
(VCs) (Bathia et al., 2009; Cumming & Johan, 2014). When debt capital through a bank 
enables the entrepreneur to retain control and ownership, business angels and VCs offer 
other value added aspects instead (De Bettignies & Brander, 2007). Politis (2008) 
presents a summary of previous literature on the value added of equity capital through 
business angels, and summarizes them in categories of human and social resources, that 
are expressed in terms of resource provision or governance. 

2.1.1 Equity Gap 

Research and literature mention the group of reasons as to why small and medium sized 
enterprises (SMEs) face difficulties in to accessing capital as the ‘equity gap’ (Murray, 
1999; McKinsey Global Institute, 2011). Arguments that such gaps do not exist have 
been made (Uusitalo, 2001), but there seems to be a consensus of its existence 
(Gualandri & Venturelli, 2008; Dimov & Murray, 2007). There is no generally accepted 
definition of the equity gap, and there is a divide between views in the matter. Some 
argue that the gap only exists if the result of unfunded SMEs has a negative impact on 
geo-economic landscapes, while others more simply agree that the gap exists regardless 
of whether it is good or bad for society (Bjerkesö et al., 2011). In terms of this study, 
the equity gap relates to the difficulty for entrepreneurs to obtain capital through the 
common traditional sources, banks, business angels, and VCs. 
 
The equity gap is highly prevalent in the context of Sweden (Företagarna, 2015; 
Bjerkesö et al., 2011). This issue has a great potential effect on Sweden’s economy as 
SME’s provide 4 out of 5 new jobs, while a majority of the entrepreneurs asked in the 
survey by Företagarna (2015) stated that external financing for current operations or 
investments was either fairly or very difficult to obtain. 

2.1.1.1 Banks 

The aforementioned risk mitigation of banks often results in the inability for 
entrepreneurs to obtain this type of debt finance (Carpenter & Petersen, 2002). This is 
perhaps most prevalent in the cases of new ventures, where these ventures could fail to 
fund their operations and growth due to the risk-averseness of banks (Bruns & Fletcher, 
2008; Van der Veer & Hoeberichts, 2013). This is something that is even more relevant 
in recent times, as new venture bank loans are harder to obtain than before (Bjerkesjö et 
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al., 2014). In the report by Tillväxtverket (2015) it is found that new ventures often lack 
financials to provide collateral, and that collateral is then required by the founders 
personally. 

2.1.1.2 Business Angels and VCs 

Another explanation to the equity gap in Sweden comes from the entrepreneurs’ 
difficulty in obtaining capital from business angels and VCs. The number of individuals 
with considerable fortunes is relatively low in Sweden (Tillväxtverket, 2015). What is 
more, in a report by Svenska Riskkapitalföreningen (2013) they find that invested 
capital in early stages of SME’s dropped from 4.8 billion SEK in 2008 to 1.8 in 2012. 
This significant and continuous yearly trend was broken in 2013, and in their 2014 
report they find that total 2014 investments reached 2.6 billion SEK 
(Riskkapitalföreningen, 2014). Another aspect relating to business angels and their role 
in the equity gap, is found by Bjerkesjö et al. (2014) to be the inability of entrepreneurs 
to simply find and get in contact with business angels. 

2.2 Crowdfunding 

Crowdfunding originally derives from the concept of crowdsourcing, where both 
concepts use the crowd to receive different contributions (Belleflamme et al., 2014). 
Crowdfunding is usually done via the Internet where projects or businesses get small 
contributions from a large number of crowdinvestors in order to get the desired capital 
(De Buysere, Gajda, Kleverlaan & Marom, 2012). The crowdfunding communication is 
predominantly carried out through the Internet platforms, between the crowdfunding 
project owner and any individual that has chosen to support the crowdfunding project. 
There are mainly three parties involved in crowdfunding: the entrepreneur seeking 
capital, the potential crowdinvestors, and a crowdfunding platform working as an 
intermediary between entrepreneurs and crowdinvestors (Massolution, 2015).  
 
Crowdfunding has evolved into a viable way for entrepreneurial individuals to fund 
projects or businesses, by collecting contributions from the public by using Internet 
platforms (Mollick, 2014). Furthermore The World Bank (2013), in their report on 
Crowdfunding in developing markets, estimates that by 2020 the crowdfunding market 
will raise over $90 billion, overtaking angel investments and venture capital, but with 
the current growth it could be sooner than that (Chance, 2015). Mollick (2014) argues 
that funding does not need to be the only goal of crowdfunding efforts. Entrepreneurs 
have used it to test demand for the product in hope of being able to receive funding 
from traditional capital sources at a later time. It has further been used to create an 
interest for the new product to support the marketing of crowdfunding campaigns 
(Mollick, 2014).  
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There are five main types of crowdfunding that are briefly presented in this section 
(Mollick, 2014; Wilson & Testoni, 2014; De Buysere et al., 2012; Massolution, 2015).  
 
Donation-based 
Crowdinvestors do not receive any monetary compensation and are usually supporting 
the cause or project for philanthropic purposes. 
 
Royalty-based 
Crowdinvestors receive a part of future royalty revenue from the product or service 
offered by the entrepreneur. The entrepreneur is offered capital from the crowd without 
loss of control or equity. 
 
Reward-based 
Crowdinvestors contribute with capital and collect non-financial rewards in return. 
Example of rewards is available to pre-access or first edition of a product. Alternatively, 
investors can receive a reward of a symbolic value or a token of appreciation. 
 
Loan-based 
Loan-based crowdfunding is a direct alternative to a bank loan where the entrepreneur 
borrows directly from the crowd. Entrepreneurs obtain a debt instrument with 
predetermined rates of return and crowdinvestors are expected to repay the original 
principal investment, along with continuous interest payments.  
 
Equity-based 
The investor decides how much money he or she wants to invest in the company and in 
return receives compensation in form of equity, a share of ownership with the 
expectation of future financial gain. Depending on the amount of capital invested in the 
company, the investor receives a proportional amount of shares. 

2.3 Equity Crowdfunding 

This section introduces in more detail the concept of ECF, by firstly outlining the 
growth of the funding method. The section then in detail explains the process of ECF, 
by separating each involved party. 

2.3.1 Market 

ECF experienced a global growth of 182% to a total of $1.1 billion in 2014 compared to 
2013 (Massolution, 2015). The projections of ECF shows that it will continue its fast 
growth resulting in a total of $2.56 billion, closing the gap to reward- and donation-
based crowdfunding. The Nordic market for ECF is flourishing from a non-existing 
€0.1 million in 2012 to €3.7 million in 2014 (Zhang, Wardrop, Rau & Gray, 2015). 
Sweden is the 4th largest online alternative finance market in Europe also making it the 
largest market of the Nordic countries. A new platform emerged in Sweden in 2016; 
Pepins, whose first campaign Wonder Technology Solutions raised 12.66 mSEK, 
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making it one of biggest successful ECF campaign’s in the country’s history (Pepins, 
2016), and most recently Alvestaglass AB raised 17 mSEK breaking the Nordic record 
for an ECF campaign.    

2.3.2 The ECF Process 

Within the process of ECF the three main actors are the entrepreneur seeking 
investment, the Internet platform that provides the entrepreneur with a springboard to 
present their idea, and the investors seeking investment opportunities (Mollick, 2014; 
Belleflamme et al., 2014; Wilson & Testoni, 2014; Massolution, 2015). Wilson and 
Testoni (2014) explain that ECF differs from conventional sources of capital due to the 
fact that the transactions are intermediated by an online platform. Furthermore, the 
authors provide in their research a model (Figure 2) that helps explain the process of 
ECF from investment stage to exit. 
 

 

Figure	1:	The	Equity	Crowdfunding	Process.	Model	from	Wilson	and	Testoni	(2014)	

 
The process of ECF is split into the actions of the three participants, the entrepreneur, 
the platform, and the crowdinvestors. Examples are taken from the platform 
Fundedbyme (2016). 
 
Entrepreneur 
Step 1 for the entrepreneur is to submit an application to the Internet platform by filling 
out a standardized template about the company, containing an industry categorization, 
and an approximation of the desired amount of capital. Step 2 for the entrepreneur in the 
model is to share all relevant information online. This means that the entrepreneur will 
share the company pitch (often a video), the valuation, financial forecasts, and strategy. 
Step 3 for the entrepreneur is at the exit stage of the model, in which the company has 
obtained the capital through the campaign and moves on by for example searching for 
other sources of funding. Between step 2 and step 3, the entrepreneur is encouraged by 
the platform to support the campaign by making use of the extended network, brought 
forward by the platform, through various channels such as social media, email, and 
events.  
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Platform 
Step 1 for the platform is to screen the application made by the entrepreneur, and this 
process varies across platforms in how active they are (Wilson & Testoni, 2014). Step 2 
for the platform is to post the campaign online containing all the information provided 
by the entrepreneur. Step 3 is to perform more vetting and release funds to the company. 
Step 4 for the platform is mentoring and monitoring the company, by for example 
helping the company with staying in contact with the newly obtained investors.   
 
Crowdinvestor 
Before step 1, the investor has to create a profile on an ECF platform. In step 1 the 
investor is faced with the entrepreneurs pitch and relevant documents that the 
entrepreneur and platform have posted online. The investor then assesses the company 
and decides whether to fund or not. Step 2 is in the post-investment stage where the 
investor can monitor, participate, and support the company. Step 3 is the exit phase 
where the investor has the possibility to sell its shares or that the company is acquired.  
 
The platforms get their revenue by charging the companies a fee, usually between 5-10 
percent of the amount raised and in some cases a fixed up-front fee (Wilson & Testoni, 
2014). In return for the charged fees, the entrepreneur gets access to thousands of 
registered investors, inclusion in the marketing communications of the platform, 
guidance along the process, tips and best-practices to succeed, as well as bringing the 
entrepreneur to relevant events and potential investor meetings (Fundedbyme, 2016). 

2.4 Entrepreneur’s Motives to Select ECF 

At the moment there is little research in terms of motives to select ECF, and previous 
studies have focused primarily on crowdfunding in general. Lambert and 
Schwienbacher (2010) identify in their empirical analysis of crowdfunding three main 
motives for entrepreneurs to engage in crowdfunding; raising capital, getting public 
attention and obtaining feedback for the offered product/service. However, their study 
on motives only included 21 participants, and only three of them had used 
crowdfunding platforms. These three key motives, in the context of general 
crowdfunding, were later validated by Gerber, Hui and Kuo (2012) and by Gerber and 
Hui (2013). Furthermore, Gerber and Hui (2013) interviewed many more participants 
and found new motives, and summarized their findings the following categories: raise 
funds, expand awareness of work, form connections, gain approval, maintain control, 
and learn new fundraising skills.  
 
Raising Funds 
Raising funds have been found in most studies on motives to crowdfund, and findings 
include that crowdfunding is an easy and efficient way to source money quickly, in 
amounts comparable to traditional funding methods, doing so safely through the online 
crowdfunding platforms (Gerber & Hui, 2013). Gerber and Hui (2013) also mention 
that crowdfunding can be particularly useful for entrepreneurs that are unable to find 
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other types of funding. Belleflamme et al. (2014) find that crowdfunding where the 
entrepreneur and his funders share profits, such as within ECF; the decision to 
crowdfund is purely financial. 
 
Expand Awareness of Work 
Expand awareness of work is found by Gerber and Hui (2013) as the motives to make 
one's idea public to anyone on the internet, unlike traditional funding methods were the 
company is presented only to the respective funding agent. Furthermore, they found that 
entrepreneurs could later themselves expand awareness by promoting their campaigns 
through instances such as social media. Gerber and Hui (2013) also found that the 
business of the crowdfunding entrepreneurs can be written about in relevant media 
outlets and thereby reaching people otherwise unknown by the entrepreneur.  
 
Form Connections 
Form connections relates to the opportunity for the entrepreneur to establish contact 
with individuals that can provide benefits for the entrepreneur throughout the campaign 
as well as afterwards (Gerber & Hui, 2013). Gerber and Hui (2013) find that forming 
connections with the investors can improve marketing by building a fan base not 
otherwise possible so quickly. 
 
Gaining Approval 
Gaining approval is found by Gerber and Hui (2013) to be an important motive, in that 
the entrepreneur’s self-confidence and confidence in the business idea can be 
strengthened by the support of the crowd. In their study they find that entrepreneurs had 
been unsure of the demand of their product prior to the backing of the crowd investors.  
 
Maintaining Control 
Maintaining control has been found as a motive to select crowdfunding as it, compared 
to traditional funding methods, allows the entrepreneur to retain more control over 
strategy and operations. This is because crowdfunding, unlike traditional sources of 
capital, does not result in a need to take into consideration the opinions of a small group 
of people such as business angels or VCs. Rather, the ownership is divided among a 
larger number of shareholders, each becoming less influential (Gerber & Hui, 2013).  
 
Learning new funding skills 
Learning new funding skills was found as motives to crowdfund by entrepreneurs that 
were about to create a new campaign after have previously already completed one. In 
other words, Gerber and Hui (2013) found that entrepreneurs were not initially 
motivated to learn new funding skills, but were so after having completed a campaign in 
which they had experienced this learning as a benefit. Gerber and Hui (2013) find that 
the fund raising abilities learned by the entrepreneurs were perceived as valuable as it 
lies outside their normal competencies. Further learning includes how to prepare a pitch 
and present one's company to a general public (Gerber & Hui, 2013). 
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2.5 Benefits of Crowdfunding 

Macht and Weatherston (2014) introduce a framework of crowdfunding benefits. In this 
framework the authors explore and discuss the applicability and relevance on 
crowdfunding of the original framework on business angels benefits.  

2.5.1 Overcome Funding Difficulties 

Crowdfunding can help struggling new ventures to overcome funding difficulties, 
especially for firms that do not appeal to other investors such as business angels or VCs 
(Macht & Weatherston, 2014). Previous research has come to similar conclusions that it 
enables young and small businesses to raise capital (Gerber & Hui, 2013; Lambert & 
Schwienbacher, 2010). As the number of crowdfunding platforms increases for every 
year, it enables the entrepreneurs to be selective and decide on the most suitable 
platform for the business idea (Macht & Weatherston, 2014).  

2.5.2 Provision of Contacts and Brand Ambassadors 

Brand ambassadors are investors that entrepreneurs can benefit from in creating brand 
awareness, by promoting the venture and thus their business plan (Ingram & Teigland, 
2013). Previous research has come to similar conclusions that crowdfunding as a source 
of financing has benefits in creating brand awareness, with the “crowd” as promoters 
and hype creators of the venture (Belleflamme et al., 2014; Gerber & Hui, 2013; Macht 
& Weatherston, 2014), previously defined as brand ambassadors by Ingram and 
Teigland (2013). In a study by De Buysere et al. (2012), brand ambassadors were found 
to be the most important of the benefits with the use of crowdfunding. Furthermore, in 
the report by Ingram and Teigland (2013) about crowdfunding in the IT-industry the 
two interviewed founders of crowdfunding platforms in Sweden argued heavily on the 
importance of brand ambassadors. Macht and Weatherston (2014) further discuss the 
provision of contacts from crowdfunding, and that it may raise awareness and increased 
publicity of the business with a wider audience and the authors argue that it is a benefit, 
particularly for young or small business with a limited marketing budget.  

2.5.3 Facilitation of Further Funding 

Macht and Weatherston (2014) propose that crowdfunding investments can generate a 
bandwagon effect, attracting further funding as more people will follow the initial 
investors. Furthermore, the authors discuss that businesses with crowdfunding 
campaigns can become attractive to investors that otherwise would not consider 
investing, if the campaign receives contributions from many other investors. A similar 
benefit is discussed by Ingram and Teigland (2013), that crowdfunding provides a way 
to test the market - and use these new followers for litmus tests of marketability or as a 
guarantee for a bank loan. 

2.5.4 Involvement 

Involvement from the investors in different forms can be beneficial for entrepreneurs. It 
can be in the form of obtaining feedback, or contributions of knowledge and skills, that 
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are beneficial for the company (Ingram & Teigland, 2013; Macht & Weatherston, 
2014). Ingram and Teigland (2013) also state that crowdfunding provides the 
entrepreneur with a tool to attract skills and experience, meaning that by posting their 
business idea online, it will attract people with skills that believe in the venture and can 
provide their time or expertise. 

2.5.5 Retention of Control 

Lastly, Macht and Weatherston (2014) discuss an additional benefit of crowdfunding, 
and specifically bring up its relevance to ECF. Each investor becomes a small 
shareholder, and therefore requires less information upfront and less time spent on 
negotiating contracts. Schwienbacher and Larralde (2012) reach a similar conclusion, 
that the investors’ will each have small shares of the company and therefore the 
entrepreneur will have more control and voting dominance. This is a benefit for 
entrepreneurs that fear losing control when issuing equity shares (Macht & 
Weatherston, 2014). 

2.6 Challenges  

Previous research has presented challenges relating to crowdfunding, but also 
specifically to ECF (Agrawal, Catalini & Goldfarb, 2013; Dapp & Laskawi, 2014; 
European Commission, 2014 & 2015; Wilson & Testoni, 2014). Both aspects have been 
included in this section as the research on ECF specifically is limited. It also includes 
aspects not related to the entrepreneurs, which are therefore not relevant for this thesis.  

2.6.1 Support and Monitoring 

An aspect of ECF that differs a lot from conventional ways of capital sourcing is the 
resulting corporate structure, as ECF is built upon a large number of investors who 
contributes with relatively small amounts of capital (Belleflamme et al., 2014). This 
means that an entrepreneur will be faced with a lot of new shareholders compared to 
business angels and venture capitalists, in which usually one or two agents contribute 
with a relatively high amount of money and are also actively involved in the venture 
(Wilson & Testoni, 2014).  
 
Agrawal et al. (2013) argue that as the investor in ECF contributes with relatively small 
amounts they have a smaller incentive to be an active supporter of the venture. An 
inherent risk of this is argued by Wilson and Testoni (2014) to be if the ECF investors 
become active, resulting in potentially substantial costs of monitoring a big crowd of 
investors that want to participate in the venture. The European Commission (2014) 
strengthens this argument and finds that small companies may not have the capacity to 
deal with all these new investors.  Furthermore they state that it is common to 
underestimate how much time and resources crowdfunding takes and adds to this with 
how administrative costs could increase with each issue of shares in ECF (European 
Commission, 2014). Another report by the European Commission (2015) argues that by 
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underestimating the administrative work related to ECF, the innovative and creative 
process may suffer.  

2.6.2 Valuation 

The valuation process can be a potential challenge for both the entrepreneur and 
investors, and the majority of the ECF platforms have not implemented a valuation 
process for the entrepreneurs to use (Dapp & Laskawi, 2014; Wilson & Testoni, 2014; 
European Commission, 2015). Instead, entrepreneurs need to perform their own 
valuation of its enterprise value or hire an external service provider (Dapp & Laskawi, 
2014). This is a challenge for many entrepreneurs due to the difficulties to correctly 
assess the value of the business and therefore set suitable price for shares. This becomes 
even more evident with innovative products and services as markets may not be fully 
discovered (European Commission, 2015). Previous research has shown that 
entrepreneurs are often initially overly optimistic about future outcomes (Mollick, 2014; 
Agrawal et al., 2013).  
 
Business angels and venture capitalists usually estimate an enterprise value after a 
proper due diligence (Wilson & Testoni, 2014). On the contrary, Agrawal et al. (2013) 
argue that investors in ECF have less incentive to perform a due diligence because they 
usually contribute with relatively small amounts. What is more, the company valuation 
lies in the hands of the entrepreneurs. Wilson and Testoni (2014) further elaborate that 
ECF investors often lack expertise and skills to do proper due diligence as everyone is 
able to invest in ECF, and nonprofessional investors are often involved and are unable 
to properly assess the enterprise value.  

2.6.3 Public Exposure 

Crowdfunding gives the entrepreneur a lot of public exposure, which is not necessarily 
a good thing (Gerber & Hui, 2013; Schwienbacher & Larralde 2012). Crowdfunding 
generates immense exposure when posting the campaign online, which for a startup can 
endanger the entrepreneur’s chances of obtaining future funding.  If the campaign fails 
to reach its target, business angels or VCs can later defer from investing in the business 
as there is evidence that the product does not generate interest (Gerber & Hui, 2013). 
Another risk of exposure is idea theft, as the intellectual property of businesses can be 
vital and can be exposed in the campaign, and this risk is lower with traditional sources 
of capital. This is especially relevant for companies with products or services that are 
easy to imitate (Gerber & Hui, 2013; Schwienbacher & Larralde, 2012). 
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3 Methodology and Method  

The first part of this chapter covers the research methodology, containing the paper’s 
research philosophy and strategy. The second part covers the method, data collection, 
interview approach, the concept of the case study, and sampling and population. The 
chapter will end with a section detailing the data analysis and trustworthiness. 

3.1 Methodology  

This section details the chosen research philosophy, strategy, and approach that 
accompany the exploratory research design and purpose. 

3.1.1 Research Design 

The purpose of this paper was to explore the use of ECF by Swedish entrepreneurs, by 
looking deeper into their motives for choosing this funding method, along with their 
experienced benefits and challenges. Since this topic is unfamiliar in a scholarly sense, 
this paper can be seen as exploratory, with an aim of coming to a deeper understanding 
of an issue not well understood (Saunders, Lewis, & Thornhill, 2012). Furthermore, the 
nature of this research was to discover why ECF is chosen and how it is experienced, 
which was done by asking its users open questions to allow “...the quality of the 
contributions from those who participate to help guide the subsequent stage of your 
research” (Saunders et al., 2012, p.171). Throughout the process of data collection the 
previous and subsequent stages of the study were adapted in accordance with the 
findings, which is an indicator and advantage of an exploratory study (Saunders et al., 
2012).   

3.1.2 Research Philosophy 

Research philosophy entails the assumptions about in what way the researcher views the 
world, the researcher's view on knowledge and how it is developed, and these 
assumptions guide the research strategy and methods (Saunders et al., 2012). Research 
philosophy, which subsequently guides the method, is commonly divided into two ways 
of viewing the world: through a natural or a social sciences lens. These two lenses are 
then usually divided into two research philosophies, positivism and interpretivism 
(Williamson, 2002). The purpose of this paper is to understand motives and experiences 
of entrepreneurs, and therefore lends itself better to the social sciences view of 
knowledge and the interpretivism philosophy as the interpretivist researcher’s concern 
lies with the feelings, beliefs and interpretation of the participants (Ritchie & Lewis, 
2003; Williamson, 2002). A key aspect of the interpretivist philosophy is that it 
emphasizes the importance to study people's experiences and to understand them 
(Williamson, 2002). This contrasts the philosophy of positivism, which uses a natural 
sciences perspective, that aims to develop scientific laws by testing hypotheses based 
upon previous research, and considers quantifiable data as the credible groundwork for 
statistical analysis (Saunders et al., 2012). The positivistic philosophy fails to support 
the purpose of this paper, which includes the experiences and reasoning of individuals, 
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and does not aim to produce scientific laws as much as an understanding of a topic that 
is limitedly researched. 

3.1.3 Research Approach 

Connected to the research philosophy is the research approach, which explains how the 
researcher handles theory within the study. Two common approaches are deductive and 
inductive reasoning, which are often linked to positivism and interpretivism 
respectively.  The process of deduction is started by the building of theory, based upon 
previous research, which is then tested rigorously through developed hypothesis. 
Induction instead starts with the collection of data, from which theory is later developed 
(Saunders et al., 2012): “theory would follow data rather than vice versa, as with 
deduction” (Saunders et al., 2012, p.146). A third research approach, abduction, is more 
relevant for the purpose of this thesis, as it allows the researcher to move between 
induction and deduction, in the process of creating plausible explanations of an 
observed “surprising fact” (Saunders et al., 2012, p.147). Furthermore, an abductive 
approach is suitable when there is established literature concerning one phenomenon, 
but lacking in the phenomenon that is being studied, as is the case of crowdfunding and 
ECF respectively (Saunders et al., 2012). 
 
The observation was made that ECF is growing and more entrepreneurs select this 
funding method, and the purpose was developed with the goal to explain this 
observation. Deductive reasoning was present in that previous research and secondary 
data was used to make assumptions about the answers to our research questions, by 
proving or disproving whether existing theory on crowdfunding is relevant in the 
context of ECF. However, a purely deductive approach is not suitable for this study, as 
the previous research on the subject ECF was limited. Hence inductive reasoning was 
used when the assumption was made that previous research and secondary data were 
insufficient, and primary data was collected to help modify previous research and 
provide new insights into answers of the research questions (Alvesson & Sköldberg, 
2009; Saunders et al., 2012). A purely inductive approach, however, was not suitable as 
there is existing research on ECF, relevant to the purpose albeit limited. The abductive 
reasoning allowed for both deductive and inductive reasoning, and to modify existing 
theory based on the findings of this study. 

3.1.4 Research Strategy 

Given the purpose, along with the aforementioned research strategy and philosophy, this 
study was best suited for a qualitative data collection technique. A qualitative research 
method is often associated with non-numeric data, such as the data collected in this 
study. This contrasts quantitative research, where the aim is to quantify data (Saunders 
et al., 2012; Ritchie & Lewis, 2003). Qualitative studies and their data collection 
methods usually include close contact between researcher and participants, which in the 
case of this study are the authors and the entrepreneurs (Ritchie & Lewis, 2003). This is 
so that the in depth perspectives of the interviewed individuals could be attained, which 
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is a common reason to conduct qualitative research (Saunders et al., 2012). A 
quantitative approach would not be suitable in this thesis as it is important to understand 
and analyze the feelings and emotions of the entrepreneurs.  

3.2 Method  

The data collection of this thesis was separated into two categories: secondary and 
primary data. Relevant secondary data was gathered in a comprehensive literature 
review followed by primary data collection gathered from semi-structured interviews 
with Swedish entrepreneurs, who have successfully completed an ECF campaign.  

3.2.1 Secondary Data 

This thesis has a comprehensive literature review covering the relevant secondary data 
in order to gain knowledge and understanding of the ECF- and crowdfunding industry, 
as well as its implications on current new venture finance theory. 
 
In this study, the authors gathered secondary data of two different types that Saunders et 
al. (2009) categorize as documentary- and multiple-source secondary data. The 
documentary secondary data was collected from various organizations´ websites, 
newspapers and databases. Multiple-source data was collected in the form of scientific 
journals, books, industry statistics, reports, and government publications, through the 
electronic sources Scopus, Google Scholar and Primo. All of the databases include an 
extensive amount of academic data, searchable in terms of number of citations and 
relevance. Keywords in the search were: equity crowdfunding, entrepreneurs, 
crowdfunding, motives, benefits, challenges and new venture finance. 
 
To increase the credibility and relevance of the data, recent articles were chosen over 
older ones, and more cited ones over less cited ones. However, due to the lack of 
research on the subject of ECF, research with a focus on crowdfunding in general were 
included to aid the various stages of the research. A consequential risk is therefore that 
some aspects of the aforementioned research might not be fully applicable to ECF. 
 
The documentary secondary data was useful in understanding how ECF platforms 
operate, as well as in getting in touch with entrepreneurs that had used ECF. The 
multiple-source data was relevant to the thesis to get a deeper understanding of the use 
of ECF and crowdfunding, as well as theories and concepts about new venture finance.  

3.2.2 Case Study 

A case study method influenced the process of planning and analyzing the findings 
related to the research questions. A case study is a method well suited for the purpose of 
this paper; Schramm (1971) stated that the central tendency of a case study is that is 
tries to clarify one or more decisions, their implementation, and their outcome. Case 
studies are also particularly useful when trying to answer “why” and “what” questions 
(Yin, 2014; Saunders et al., 2009). Therefore a case study design is appropriate for the 
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purpose of this paper, which looks at what influenced entrepreneur’s decisions to select 
ECF, along with what their experiences of the use of ECF were. Furthermore a case 
study approach is more applicable in situations where the research topic is new and not 
well research, as is the case with ECF (Yin, 2014). 
 
Yin (2014) separates case studies into single and multiple cases. To accompany the 
exploratory nature of this paper, a single case study design influenced the research 
strategy of this thesis. The case being studied is the one of Swedish entrepreneurs who 
have successfully completed ECF campaigns. Yin (2014) outlines different rationales 
for using a single case, where the case study in this paper fits well into the rationales of 
(1) unusual and (2) revelatory cases; (1) the case in this paper pertains to an unusual 
situation not well covered in existing theory of entrepreneurship and early stage 
financing and (2) the possibility to examine this case has not existed for long as the 
concept of ECF is new.  
 
Yin (2014) further differentiates case studies into the categories of holistic or 
embedded, where the holistic case study centers around one case in its entirety, and 
embedded case includes subunits of analysis. This study contains separate units of 
analysis, namely the entrepreneurs. The ability to analyze and compare several 
embedded units will provide further insight, relating to the purpose and research 
questions formulated in this study.  

3.2.3 Semi-Structured Interviews 

Semi-structured interviews were the most appropriate method to collect reliable and 
relevant data. Interviews are often separated in two categories: qualitative or 
quantitative (Saunders et al., 2009). Semi-structured interviews are defined as 
qualitative interviews, and were more appropriate as the research purpose is to 
understand the decisions that the entrepreneurs had taken, along with their experiences. 
 
The types of interviews considered were structured, semi-structured and unstructured 
interviews. Semi-structured interviews are non-standardized and this enables the authors 
to probe the entrepreneurs’ answers, and this type of interview is commonly used in 
interpretivist studies (Saunders et al., 2009; Williamson, 2002). Relevant themes and 
questions to be covered in the interviews were prepared beforehand (Appendix A), to 
keep the interviews within the purposes of the thesis (Denscombe, 2010). Unstructured 
interviews differ in that they are more informal and questions are not predetermined, so 
semi-structured interviews were chosen for structural and relevance reasons. Semi-
structured interviews generated an opportunity to alter questioning and probing answers, 
keeping higher levels of depth (Saunders et al., 2009). This is not possible in structured 
interviews with identical questions that need to be covered in all interviews. The 
flexibility of semi-structured interviews to alter questioning, while keeping the structure 
of predetermined questions, was best suited to answer the research questions of this 
thesis.  
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3.2.4 Population & Sampling 

The chosen population of this thesis was Swedish entrepreneurs, who had successfully 
completed ECF campaigns. It was not possible to interview the whole population, for 
reasons such as time, cost, and access constraints. Saunders et al. (2009) argue that a 
sample should be collected when it is impractical to collect data from the entire 
population. Furthermore sampling saves time and enables more detailed and 
manageable data collection, with fewer people involved (Saunders et al., 2009).  
 
There are two principal sampling strategies a researcher can pursue: probability- and 
non-probability sampling. Probability sampling is when each element is equally likely 
to be selected, and the aim is to make statistical inferences about the population. Non-
probability sampling is used when probability sampling is not applicable, and when 
more appropriate to answer the research questions. In this thesis non-probability 
sampling was used which is preferable for qualitative studies and our purpose, 
compared to probability sampling, which is preferable for quantitative research (Ritchie 
& Lewis, 2003).  
 
Furthermore, a self-selection sampling technique was employed. However, the 
entrepreneurs that were asked to participate in interviews were chosen through 
purposive sampling, as only ones that had completed ECF campaigns were chosen. 
Purposive sampling enables the researcher to select cases that are especially 
informative, and is useful when a small sample is the goal (Saunders et al., 2009). This 
is suitable for this study as it allows for more in-depth information, and due to the small 
sample. Yet in the end, the entrepreneurs themselves decided whether or not to 
participate, which characterizes self-selection sampling (Saunders et al., 2009). 
Entrepreneurs that were asked to participate were found through the Swedish ECF 
platforms Fundedbyme, Crowdcube, and Pepins, that list the campaigns that were 
closed successfully on their respective websites. Out of 19 contacted entrepreneurs, 
seven agreed to participate in interviews.  

3.2.5 Primary Data 

The primary data collection consists of seven semi-structured interviews with Swedish 
entrepreneurs, who had successfully completed an ECF campaign.  In order to gather a 
sufficient amount of interviews, the authors decided to contact entrepreneurs on the 
main Swedish ECF platforms, where the platforms provided information about 
successfully closed campaigns (Pepins, 2016; FundedByMe, 2016; Crowdcube, 2016). 
After identifying the entrepreneurs, invitations were sent by email with a brief topic 
introduction to prepare them for the contents of the interviews. 
 
As the entrepreneurs were based in different locations, and because of time and resource 
constraints the interviews were conducted over phone, with one exception that was 
carried out in person. Although it is not possible to interpret body language and facial 
expressions in phone interviews, they made possible the primary data collection of this 
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study considering time and cost constraints. Importantly, all interviews were audio-
recorded with the participant’s consent (King & Horrocks, 2010). Using an audio-
recorder allows the researcher to concentrate on the contents of the interview, listen 
attentively, and interact with the participant (Saunders et al., 2009). Out of the 
participants, four were male and three were female.  
 
All authors were present in each of the interviews, one having the role of lead 
interviewer, posing the prepared questions including follow up questions when 
appropriate. The other two took on roles of supporting interviewers, pointing out where 
responses lacked in depth, while also posing follow up questions. The concept of having 
a lead interviewer was to create coherence in interviews with a participant and one clear 
interviewer. The interviews were held in Swedish, as it is the first language of all parties 
involved. This can harm the reliability of the data as the interviews were then translated 
into English (Saunders et al., 2014). All three authors individually translated the 
responses that were used in this study, and discussed the differences and referred back 
to the recordings to reach the most representative alternative. 
 
The entrepreneurs were treated with anonymity throughout the thesis, of which they 
were informed prior to the interviews. Anonymity was used to make the participants 
more open and relaxed about the information discussed (Saunders et al., 2009). In order 
to preserve anonymity, the entrepreneurs were assigned random code names, namely: 
E1, E2, E3, E4, E5, E6 and E7. More than anonymity, the authors guaranteed the 
participants confidentially regarding the recorded interviews and documents where the 
interviews were transcribed. The aim was that this would reduce the risk of response 
bias and increase the level of confidence in the trustworthiness of the authors. The 
length of the interviews is shown in the table below. 
 
Entrepreneur No E1 E2 E3 E4 E5 E6 E7 

Type of communication Telephone Telephone Telephone Face to Face Telephone Telephone Telephone 

Length of Interview 00:28:11 00:30:01 00:37:24 00:44:12 00:24:26 00:35:27 00:50:46 

3.3 Data Analysis 

Williamson (2002) stresses the importance of proper analysis of collected data, and 
especially the process of analyzing data as it’s collected. Denscombe (2010) mentions 
that qualitative data analysis is something that should be started an early stage of the 
research. This was kept in mind throughout the collection of data in this study. The 
analysis that was carried out before all the data was collected enabled the shaping and 
direction of the rest of the collection (Saunders et al., 2009). Patterns in the interview 
responses were identified early on, and indications of saturation emerged after the first 
five interviews (Saunders et al., 2009; Yin, 2014). 
 
In order to guide the analysis of the data from the preparation to the validation of the 
data, Denscombe’s (2010) five stage were used: 
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1. Data preparation 
2. Initial exploration of the data 
3. Analysis of the data 
4. Presentation and display of the data 
5. Validation of the data (Trustworthiness) 

 
After the data had been collected, the contents of the interviews were transcribed by 
simply writing up the interviews in a word processor. The reason was to make the 
information more accessible and easy to analyze, enabling search functions to find 
wanted data more rapidly (Williamson, 2002; Saunders et al., 2009). After the 
transcription the data was read through in its complete interview formats, in order to 
provide an essential overall understanding of the contents and a familiarity of key 
aspects for the analysis step (Williamson, 2002). These key aspects were then fitted into 
categories, to match the interview data to the various aspects concerning the purpose, 
research questions, and frame of reference. Initial categorization included broader 
subjects such as ECF benefits, ECF challenges, and equity gap, which were later 
divided into sub groups for more precise categorization. These subgroups enabled the 
categorization of unitized data, the unit of data being lines of text or sentences recorded 
in the interviews (Saunders et al., 2009). The units of data were thereafter presented in 
section 4, Findings. The fifth step of validation is described separately in the following 
section. 

3.3.1 Trustworthiness 

When conducting qualitative research it is more problematic to verify findings in the 
same way as a quantitative research. In order to demonstrate the credibility of a research 
four different categories can be used for judging the credibility of qualitative research. 
The four different categories are: credibility, dependability, generalizability and 
objectivity (Denscombe, 2010). These are often referred to as validity, reliability, 
generalizability, and confirmability respectively. 
 
Credibility 
Credibility refers to what extent the authors can demonstrate if the data are accurate and 
appropriate. Triangulation is one approach to deliver credible data, as it compares data 
found from different sources (Denscombe, 2010). Casey and Murphy (2009) outline the 
two main purposes of triangulation as confirming the data and validating that the data is 
complete. Confirming the data validates the correctness of it by, for example, using 
different methods of data collection and confirming that findings are consistent (Casey 
& Murphy, 2009). This paper includes findings from the conducted interviews, and 
aims to validate the findings by confirming them when possible with the secondary 
data. Furthermore, the transcription, categorization, and analysis of the data were 
carried out individually by each of the authors, validating the data through comparison. 
The other type of triangulation mentioned by Casey and Murphy (2009) aims to validate 
the data by confirming it through checking the consistency of the data collected from 
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different sources. The goal was to validate the data of this study by identifying 
commonalities within the responses provided by the participants. 
 
Dependability 
Dependability and reliability refers to if another researcher would find the same results 
if conducting the same research (Denscombe, 2010). In order to ensure dependability 
and the possibility for future researchers to repeat the study, it should include sections 
that outline: “the research design and implementation”, “the operational detail of data 
gathering” and “reflective appraisal of the project” (Shenton, 2004, p.71-72). In this 
thesis it is done in Chapter 3, 4 and 6, Methodology and Method, Empirical Findings, 
and Discussion. 
 
Transferability  
Transferability reflects if the research findings could be applicable to any other case or 
to the same case but at a different time (Denscombe, 2010). Since the findings of this 
study are from a small sample of self-selected participants, it is impossible to 
demonstrate that the findings of this thesis are applicable to other situations and 
populations (Shenton, 2004). This is also the case if whether or not it would be 
applicable at a later time considering the rapid development of ECF (Denscombe, 
2010). An attempt to overcome this commonly discussed weakness of exploratory and 
qualitative case studies the authors aimed to relate the findings to previous research, 
which can help to serve as an indication that the findings might be applicable even 
outside the scope of the case (Saunders et al., 2009). 
 
Objectivity  
Objectivity refers to if researchers are unbiased and neutral in their influence on its 
outcome during the research. Even though it is impossible to conduct business research 
with complete objectivity (Denscombe, 2010), the authors emphasized and prioritized 
an open mind during the whole process of data collection and analysis. This was done 
through the avoidance of making personal beliefs and values cloud the authors’ 
judgment.   
 
 
 
 
 
 
 
 
 
 
 
 



 

23 
 

4 Empirical Findings 

This chapter presents the findings, relevant to the research purpose of this paper, of the 
seven conducted semi-structured interviews. Commonalities between the participant’s 
responses are clarified by their own words, which is also the case in the unique 
accounts provided by a single participant. 
 
The findings have been divided into categories that are related to the research questions; 
what motivates Swedish entrepreneurs to select ECF, and what are their experienced 
benefits and challenges. A general finding, with two exceptions that are detailed in the 
section below, was that the participants were largely unaware about benefits and 
challenges prior their use of ECF, and were therefore not motivated to select ECF based 
on them. E4 illustrated this by saying, “I had crowdfunding as a concept in my mind but 
it was not until I started the campaign that I actually found out that there are different 
types of crowdfunding.” (E4, 2016). 

4.1 Motives to Select ECF 

Two participants, E1 and E2, brought up motives to select ECF that deviated from the 
other five participants. Although their main motive was to raise capital, E1’s motive to 
select ECF was influenced by a desire to retain control. E1 mentioned that she already 
had angels that were strategically involved in her company, and wanted to raise more 
capital without ending up with more investors of that type. E2 similarly talked about 
meetings with angels, yet felt that their demands were undesirable because he wanted 
full control over his business: 
 
“I want to run this brand exactly like I want to, there should not be some numberphile 
on the other side deciding what I should do. I have had that type of customer during my 
whole career, and it’s not fun, that’s not what I want. Now I want to decide everything, 
when it comes to marketing and future” (E2, 2016). 
 
All of the participants’ primary motive to select ECF was to raise capital. Furthermore, 
a general finding for the entrepreneurs’ motives to select ECF was the inability or 
unwillingness to obtain other types of capital, detailed in the section below.  

4.1.1 Alternatives to ECF 

To get an understanding of what motivated Swedish entrepreneurs to select ECF, the 
decision was made to look at why the participants’ chose not to use the traditional 
funding methods. All of the participants stated that they were in need of capital prior to 
selecting ECF, and had looked at other alternatives. Common reasons not to choose the 
traditional capital alternatives included limited access to networks and failure to attract 
the interest of risk-averse banks, business angels, and venture capitalists. Reasons for 
not selecting other types of crowdfunding were usually that the participant's business 
models were unsuitable for other types of crowdfunding.  
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4.1.1.1 Bank Loan 

All the participants, with the exception of E1, had considered bank loans as a source of 
capital and a majority of the participants had actually met with bank representatives. E7 
mentioned that “We tried of course [applying for a loan], but received a kind but firm 
no” (E7, 2016). E4, E6, and E7 highlighted that their businesses entailed a risk that was 
too high for the banks. E6 stated: 
 
“Since the crisis in the nineties there is virtually no bank left that lends out money to 
businesses with negative cash flows, which almost all new businesses have, for a 
moment at least. Banks do not consider it their task to serve as venture capital assets” 
(E6, 2016). 
 
Other participants gave similar accounts, but with different reasoning. E2, E3, and E5 
brought up that they needed to use private property as securities for such loans and that 
they were unable or unwilling to do so.  
 
“No, you will not get that [a bank loan], forget about it. There is no bank that will lend 
to you. The only alternative would have been to take the loan as a private person, using 
my house as a security.” (E3, 2016).   
 
E2 expanded on a similar note, stating that using his house as a security for a loan was 
not a viable option, “And we concluded, us founders, that we should not pawn our 
houses. It’s after all an experiment as no one else has done this, so we have to do it this 
way to not harm our families.” (E2, 2016).  
 
One participant had already signed a loan with a bank at an earlier time, using her house 
as a security. Therefore, she could not provide another security for a new loan, stating 
that the banks were too risk-averse. She had written about it in an entrepreneurial 
magazine column, “I complained about that banks are so risk-averse, there are no 
possibilities to take out a loan for businesses” (E4, 2016). 

4.1.1.2 Business Angels 

A majority of the participants had met with business angels to discuss potential 
investments. Commonalities within responses included statements about business angels 
investing in later stages are hard to find, and that the participants felt that angel finance 
was not a good match.  
 
E2 noted that she chose to look for other sources of capital because of the focus of the 
business angels, combined with their opinions about how to run the business, “The 
focus was the same everywhere: we don’t care about the idea; do you have any 
collateral and how many stocks will we get if the outcome is successful?” (E2, 2016). 
E2 further talked about the attitude of the business angels, “That sounds like fun, but 
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how rich can we get in how short of a time? … That was the question I was always 
asked, and I was very offended each time.” (E2, 2016).  
 
E3 had also met with business angels, and went to speak generally about angel finance: 
 
“In the last few years, in Sweden and in the rest of the world, angels actually invest in 
ventures that are in later stages compared to some years before. Before it was common 
to receive angel finance at PowerPoint level1, and now the angels want you to have a 
[web] site that is relatively finished, which creates a bit of a gap” (E3, 2016). 
 
E4 and E7 talked more about the difficulty in finding angel investors, “It’s hard to 
reach angel investors; it’s really hard to find them” (E7, 2016). E4 mentioned that there 
weren’t any options to actively search for angels, and stated that “... and I am not a part 
of social crowds where angels run around” (E4, 2016).  

4.1.1.3 Venture Capital 

A majority of the participants did not consider VC as a source of capital before they 
selected ECF. E3 and E6 talked about VCs and that they usually invest in later stages, 
“For VCs it was way too early, they usually invest at the rounding of stage” (E3, 2016). 
Only one of the participants had actually met with a VC firm, and stated the following 
regarding their position “We tried taking in a larger amount when we met with VC, but 
they thought it was too early and too risky” (E7, 2016). 

4.1.1.4 Other types of crowdfunding 

When asked if they had considered other types of crowdfunding, our participants mostly 
talked about reward-based crowdfunding. E1, E3, E5, and E7 stressed that their product 
types were not suitable for reward-based crowdfunding, but for ECF. E5 stated: 
 
“If one should do another type of crowdfunding you need a product, it’s about the pre-
ordering of a product. We are more of a market place and a service. It’s not a service 
intended for end consumers either. It didn’t work for us. It was only equity 
crowdfunding that worked for us” (E5, 2016) 
 
As mentioned before, E4 was not aware of other types of crowdfunding until after she 
had begun her ECF campaign. E6 mentioned that the decision to use ECF over other 
crowdfunding types was largely through meeting the founder of the platform, who at 
that time only worked with ECF. 
 
 

                                                             
1 PowerPoint level was brought up several times by the participant when talking about 
companies in the idea stage. 
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4.2 Experienced Benefits 

The purpose of the second research question of this study was to examine the 
experienced benefits with ECF. Almost all of the entrepreneurs had lacking knowledge 
about what potential benefits of ECF to expect. 

4.2.1 Overcoming Funding Difficulties 

When asked about the experienced benefits with the use of ECF, our participants did not 
bring up overcoming funding difficulties. Only E4 touched upon this benefit, in that the 
capital contributed by her investors kept her business alive. E4 stated that the situation 
before using ECF was dire: “It was really about getting money in or shutting down” 
(E4, 2016).  

4.2.2 Provision of Contacts and Brand Ambassadors 

All of the participants, with an exception of E1, argued that an experienced benefit was 
that of brand ambassadors. E2 liked the idea of having investors that invested in the 
business because they believed in the product, and not only because of potential profits, 
 
“The upside of this [ECF] is that they [the investors] actually wanted this idea to 
succeed, and they talk positively about it; they are fantastic ambassadors. I liked the 
idea of getting owners that wanted to help, that wanted to be involved.” (E2, 2016). 
 
E3 argued that brand ambassadors, although maybe not contributing operationally, talk 
about the company and the brand. E4 and E6 talked about the brand ambassadorship 
and that it was the main benefit of ECF, stating that it increases marketing and sales. E6 
had reached out to his investors telling them that if a certain amount of products is 
bought at a certain location and time, the product would then be sold in additional 
locations. He stated, “The best benefits are that you get an ambassadorship through 
investors, and that you obtain capital of course” (E6, 2016) 
 
E3 talked about the ambassadors’ different types of contribution in the following way: 
 
“Yes well they have contributed with investor networks, and others have contributed 
with very concrete [things], in our case with contacts with hotel-chains that we have 
contact with.” (E3, 2016). 

4.2.3 Facilitation of Further Funding 

E1, E3, and E7 had experienced facilitation of further funding as a benefit of ECF. E3 
stated that, “With crowdfunding, you can reach the same people [business angels], but 
they can invest in a more approachable way with lower amounts” (E3, 2016). 
 
E1 and E7 talked about the fact that ECF helps validate the business idea, and that 
further funding can be obtained using this validation. E1 and E7 stated respectively, 
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“That is the absolute best thing. On one hand the marketing that the website receives if 
there is one, as so many see the site when you start the campaign, and on the other that 
you test your product on the market. If many have invested, then many believe in the 
idea.” (E1, 2016). 
 
“It is also a proof of concept, to make a crowdfunding [campaign]. Most of the time 
when you raise one million through ECF it is simply a proof of concept because you 
want to raise 4 million from another investor. Then you can point to the fact that you 
have engaged customers and that it works, and that they are ready to pay for or to 
invest in it. So you use it as a lever to take in [investors], like a financial instrument, 
you could say.” (E7, 2016). 

4.2.4 Involvement 

E2, E3, E4, E6, and E7 all believed that the investor's’ involvement had a positive 
impact on the company during or after the campaign. While answering a question about 
if her investors had contributed to the company, E4 stated, “We would maybe not sit 
here today if it hadn’t been for several of my investors” (E4, 2016). Common positive 
aspects provided by the investors according to the participants include concrete 
examples of contributions, but more generally the participants stated that simply being 
able to get different opinions on certain matters had proved useful for them. E6 stated 
the following, 
 
“We have a closed Facebook group [for the investors] where we, if we feel that we need 
help with something, post a question and get responses. The answers can then vary 
where some think this and some that. But it is indeed a good sounding board to have” 
(E6, 2016).  
 
Regarding concrete aspects, the participants’ highlighted contributions from investors 
that have expertise in areas the participants do not, ”There are quite a lot of IT-
knowledgeable people that offer to help out with websites and so on, and there are 
economically experienced people that advise us to do this and that” (E2, 2016).  E3 
elaborates further on this and states that; “Investors usually invest in areas in which they 
have experience. Often you get investors that have something to contribute with such as 
expertise or networks and this has been the case for us as well” (E3, 2016). 
 
E4 mentioned a professional advertising photographer that had taken pictures used in 
marketing, an individual that had helped setting up their social media accounts, and one 
had started selling the product in her café. 
 
E3 talked about a benefit of the skills provided by investors that also relates to the 
benefit of facilitation of further funding (Section 4.2.3), “...and others with how you 
should build your pitch before coming rounds [of capital raising].” (E3, 2016).  
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E1 and E5 were the only ones to bring up negative associations about the investor 
involvement. E1’s sole goal of the ECF campaign was to source capital, and wished 
therefore not that her investors should be involved. This was in clear contrast to the rest 
of the participants’ views. She stated, 
 
“They don’t know what being an owner is about, and what being an owner on that level 
is about. They can send a bunch of long emails with suggestions about what I should 
and should not do. Answering them becomes so much work, which is a shame. At the 
same time it’s fun that they want to join in and are involved. But that’s not the reason I 
want them. How awful that sounds!” (E1, 2016). 
 
E5 also brought up a negative aspect of the investor involvement, but contrary to E1, E5 
stated that the investor involvement did not meet the expectations. However, E5 did 
bring up contributions that she had received, in terms of investors experience in search 
engine optimization and Google Adwords It had helped the business to improve in those 
fields, increasing the traffic to their website. 
 
Another point brought up by E6 is that the entrepreneur can influence the amount and 
type of investor involvement, “It depends on where you set the bar. After all you 
receive the involvement you deserve” (E6, 2016).  
 
Regarding investor involvement in general E1 stated, 
 
“If you for instance are starting your first company and plan to use crowdfunding, be 
sure to state it in you campaign: I want these and these competencies, and to be sure to 
bring in the right people because it is important to have them of course” (E1, 2016).  

4.2.5 Retention of Control 

A majority of the participants had experienced more control with the use of ECF. The 
questions posed to the participants regarding control of the company were based in 
terms of comparison to traditional sources of capital. The participants had different 
opinions on whether it is a positive aspect to have more control of the company. E3 said 
the following about control in general “Of course if you have one [investor] that takes 
10% of your business it will have power. If each investor owns 1% of the company then 
it is still me that has everything to say” (E3, 2016). 
 
As mentioned in Section 4.1, one of E2s motive to select ECF was to retain control over 
the company, and this was also an experienced benefit “I think I would have less 
control [by using traditional sources of capital]. Maybe not if I had gone to the bank, 
but if I had gone to business angels we would have had less control.” (E2, 2016).  
 
E6 and E7 responded similarly on that ECF provides more control of the company but 
also discuss that it does not necessarily need to be beneficial for the company or 
entrepreneurs with more control, E6 stated  
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“I think that generally owners of crowdfunded businesses have better options of 
maintaining control. But that doesn’t always have to be the best thing, neither for the 
business nor for the founders. It’s very possible that if we had an angel investor early 
on with really good industry experience, the company and our stake in it had been 
worth a lot more today. It’s incredibly hard to say” (E6, 2016). 
 
E7 continues on the same note, saying that “[I] don’t think that the most important 
thing is to maintain control over one’s company, because if your investors go against 
you then you are doing the wrong things, and that is quite a good receipt. Money is 
after all very often smart” (E7, 2016).  

4.2.6 Marketing 

All of the participants, with the exception of E5, concluded that marketing was a benefit 
resulting from the use of ECF. E1, E2 and E6 received marketing benefits by getting 
public attention with help from the crowdfunding platforms. E2 stated, 
 
“…it was good, the platform for instance had a hell of a lot more followers on 
Facebook than we had. So in that aspect we reached out… I have investors from all 
over the world, at least contacts from all over the world, and that is thanks to the 
platform” (E2, 2016). 
 
When asked if marketing has been a benefit of using ECF, E1 stated “Yes, absolutely! It 
increased the traffic to the website. It wasn’t only investor opinions. You increased the 
traffic for a good amount of time by just being there [on the platform’s website]. That 
was also fun.” (E1, 2016). E6 argued in similar but uniquely stated,  
 
“Mainly awareness of our company. We have been a kind of pioneer within ECF as the 
first campaign hosted by the platform that reached it financial target. It was really fun 
and has benefited us greatly, first and foremost through the platform who have used us 
as a success story and so on” (E6, 2016). 
 
E3 talked about the marketing their business had received towards potential investors, 
mentioning that they had on several occasions received attention in forums as an 
example. E7 also mentioned that the ECF campaign and the platform had contributed to 
marketing, but mainly through exposure in the world of financial media. 
 
E5 then brought up that, at the time the campaign was launched, the interpretation made 
of laws and regulations by the platform prevented the entrepreneur to pursue marketing 
of the company.  
 
“No I wouldn’t say that it has. I did hope it would have. The plan was for me to begin 
more marketing activities when the campaign went live. But when it did go live, I heard 
that the current laws prevented me from talking about the campaign once it was live. So 
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that became a blunder. It was the interpretation of the law at that time, I know that it is 
very different nowadays” (E5, 2016). 

4.3 Experienced Challenges 

The last research question of the thesis was to find out what challenges the 
entrepreneurs had experienced. The support and monitoring part of ECF yielded the 
most attention by the participants. Furthermore, the findings regarding valuation, 
exposure and additional challenges presented different opinions.  

4.3.1 Support and Monitoring 

One challenge that a majority of the participants experienced was the administration 
resulting from the use of ECF. Some of the participants said that this was the main 
challenge with ECF. E2 said, 
 
“The main downside that I see with ECF is this damn administration. I mean there are 
a lot of people who need income declaration data and you need to fill in a lot of 
documents. So if you get a lot of investors, it will get difficult to manage.” (E2, 2016). 
 
E3 expanded on this note saying “It is the main downside with ECF, that you get a lot 
of small investors and there is as much work to do with a shareholder who bought 
stocks for 1,000SEK as one who bought stocks for 100,000SEK.” (E3, 2016).  
 
Furthermore, every participant apart from E5 and E7 talked about how the 
administration takes time away from other activities. E4 stated, 
 
“It is time consuming. Much more extensive than what I had imagined in doing this 
campaign. We should have done a more thorough preparatory work, and especially 
during the campaign it took a lot time that should have been used for sales.” (E4, 
2016).     
 
However compared to the other participants, E6 did not see it as a major downside 
compared to other capital sourcing, stating “The only drawback is that it takes time, but 
on the other hand all capital sourcing takes time if you don’t find the right angel 
straight away.” (E6, 2016).  
 
E5 and E7 did not see the administrative part of ECF as a challenge but due to different 
reasons. E5 created one of the first ECF campaigns in Sweden, resulting in a low 
number of investors compared to the rest of the participants and therefore did not see it 
as problematic. E7 talked about the administration and about keeping investors satisfied,  
 
“In terms of what we produce for one investor or 50 investors is the same workload. It 
is a newsletter that you send to everyone, then [with ECF] we get more answers. It’s 
important to keep your shareholders happy, as this is not the last time that we take 
money in. We want them to invest again, if we make a new round next year” (E7, 2016). 
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4.3.2 Valuation 

The valuation of the business was an experienced challenge when creating ECF 
campaigns in terms of getting the crowd to invest. Most participants were unsure of how 
to assign a value to an idea or a startup. E6 had completed two ECF campaigns and said, 
 
“It is extremely hard to evaluate a business. Actually it is a market that you test a 
valuation on of what they feel and see if the market buys the valuation. We noticed that 
in our second campaign, where we valued our business too high” (E6, 2016). 
 
E2 elaborated on a similar note stating, “We had no idea how to evaluate the business, 
it was not worth anything as we had not started it yet. That’s how it is, in crowdfunding 
contexts, you are valuing a dream” (E2, 2016).  
 
The participants that thought that valuation was a challenge did it in different ways. E2 
and E4 looked to existing or finished ECF campaigns, “So we just copied this other 
company and the platform thought it sounded like a good idea.” (E2, 2016). E6 based 
their valuation on projected future earnings. E5 had the following to say, “It was pretty 
much a guess. Tried, but did not find a valuation model for startups. So we thought in 
terms of how much money we needed and how much are we willing to give up.” (E5, 
2016).  
 
E1, E3 and E7 did not experience the valuation as a challenge in the same way. E1 said 
that they based their valuation on “how the market looked” (E1, 2016). E3 talked about 
valuating a business in the technological startup industry, similarly to E5, saying, “In 
the tech startup world, you have to do it bottom-up. How much do I want to get in and 
how much of the business am I willing to give up?” (E3, 2016). Furthermore, E7 
elaborated around how to value a business and the tough negotiation with their chosen 
platform, 
 
“We based our valuation on the first round we did with business angels, and then did an 
enumeration on what we thought we had added to the previous valuation. After that, we 
had a tough negotiation with the platform, where they actually negotiated down the 
price a bit. On other platforms you just choose your own valuation, on the platform we 
chose, they make a thorough due diligence, which attracts professional investors with 
bigger wallets.” (E7, 2016).  

4.3.3 Public Exposure 

On the topic of public exposure, the majority of the participants had not experienced 
any challenges. However, E3 and E4 brought up concerns about how exposure is a 
challenge and E4 said, 
 
“A big risk or challenge is that it does not accelerate [the campaign] and you expose 
yourself. Even if I did not show my last financial statements, some numbers are there. 
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And to make a successful campaign you have to share your strategy. I really had to 
expose myself. I had to share all my strategies” (E4, 2016).  
 
E3 shared a similar thought, however he did not think it was a challenge for him, 
stating,  
 
“The only additional challenge for some companies is that suddenly you become very 
visible. One must ask oneself if you want to be visible so early if you don’t have a 
finished product or service. Of course you get very visible for potential competitors, but 
for us it was not that bad. But depending on what industry you are in, it can be a 
disadvantage. I mean if you want investors you have to make a fuss about yourself.” 
(E3, 2016). 
 
Moreover, E7 elaborated on how ECF is a win or lose situation,  
 
“If you chose ECF as a source of capital you put all your eggs in one basket, if you fail 
you become a loser. It will almost become impossible to obtain finance from other 
sources; you can basically file for bankruptcy.” (E7, 2016).  

4.4 Participant Recommendation 

The participants were asked if they would recommend ECF to other entrepreneurs. They 
provided a unified response that all of them would, and their recommendations were 
based on their experienced benefits. E1 stated “Absolutely. And I don’t understand why 
you would not do it; it’s the best way. You get a buzz of your product and a proof of 
concept” (E1, 2016). E2 agreed on this point but also disclaimed that the product should 
be unique or different to succeed in ECF. Another point was brought forward by E3, 
“The platforms help you with some standardized formalities. They require you to have a 
presentation file, they have templates for financial reporting and presentations. For 
many younger entrepreneurs, it could be a good tool to help them structure their 
project.” (E3, 2016). On a further note E7 recommended entrepreneurs selecting ECF to 
have some backers ready when posting the campaign online saying,  
 
“It is a damn good thing [ECF]. But I don’t think any entrepreneur will succeed if they 
don’t have any backers brought in by themselves in the beginning… I see a lot of naive 
entrepreneurs out there that just posts their campaign, but don’t back it up with own 
money, I would say that you need to put at least 20 000 SEK into your own campaign.” 
(E7, 2016).  
 
“I would personally almost always choose crowdfunding over angel investments any 
day of the week, unless the angel has some very, very good contacts or competencies. I 
like the idea of ECF, it is a more democratic type of capital, where anybody can join 
and become an investor. You don’t need several millions on your account to be an 
investor” (E6, 2016). 
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5 Analysis 

This chapter contains the analysis were the findings are linked and compared to 
previous literature as well as to the research purpose and questions. Also presented are 
suggestions to modifications on previous research. 

5.1 Motives to Select ECF 

The motives to select crowdfunding presented by Gerber and Hui (2013), who expanded 
on the findings of Lambert and Schwienbacher (2010), were entirely accurate for the 
participants of this study. The motives were raise funds, expand awareness of work, 
form connections, gain approval, maintain control, and learn new fund raising skills 
(Gerber & Hui, 2013). Out of these 6 motives, only 2 acted as motives to select ECF for 
our participants, and they were raise funds and maintain control. 
 
All of our participants helped confirm the motive to select ECF of raising funds laid out 
in previous research (Gerber & Hui, 2013; Lambert & Schwienbacher, 2010). However, 
the argument can be made that raising funds is not a motive to select ECF, but rather a 
motive to seek capital in general. This can also be confirmed by Belleflamme et al. 
(2014) who argued that crowdfunding with types in which the entrepreneurs share 
future profits with crowd investors are purely financial decisions. In other words, 
raising funds as a motive to select ECF is self-evident. Additionally, previous research 
has argued that the motive to raise funds is particularly useful for those with funding 
difficulties (Gerber & Hui, 2013). Along with the findings in this study, with the 
concept of the equity gap, the reason of being unable to source other types of capital 
should therefore be considered a separate motive to select ECF. If it is investigated 
separately from other motives to select ECF, this study suggests that it could provide a 
new insight into studies that look at why entrepreneurs choose ECF. 
 
A conclusion to be drawn from the finding that a majority of the participants in this 
study had the inability to source other types of capital as a motive to select ECF, is that 
it is related to, and confirms the concept of the equity gap (Murray, 1999; McKinsey 
Global Institute, 2011; Gualandri & Venturelli, 2008; Dimov & Murray, 2007). This is 
because ECF was often the last resort, as E4 explicitly stated, and that the alternative 
was to close their business, which suggests that the possibility to raise capital through 
ECF caused some of the participants to embark on the process with little knowledge of 
it. What this could indicate is that the growth of ECF might not be because its inherent 
benefits as funding type, but rather because it is a way for entrepreneurs to escape the 
equity gap. 
 
Only two of the participants were actually motivated to select ECF over other types of 
funding because of its inherent benefits. E1 had alternatives to ECF available, but chose 
ECF for control reasons, not wanting more people involved in the business related 
decision-making. E2 mentioned that he met with several angels, yet chose ECF over 
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angel finance because of the demands of the business angels. Hence, Both E1 and E2 
were motivated to select ECF by a need of capital and a desire to maintain control, both 
motives presented in previous literature (Gerber & Hui, 2013; Lambert & 
Schwienbacher, 2010). Additionally, neither E1 nor E2 selected ECF because of the 
reason of being unable to source other types of capital, as was an alternative for them. 
 
Perhaps, as one of the participants mentioned, other benefits of crowdfunding, in terms 
of serving as motives such as those put forth by Lambert and Schwienbacher (2010) and 
Gerber and Hui (2013), are more relevant for the other types of crowdfunding. Their 
motives are found with all types of crowdfunding in mind, and seem among our 
participants not to be completely applicable to ECF. The motives put forth in previous 
literature of obtaining feedback and getting public attention could be more applicable to 
a reward-based crowdfunding campaign, where the product offered as a reward would 
be subject to the investors opinions, and could be altered to match the wants of the 
crowd (Lambert & Schwienbacher, 2010; Gerber & Hui, 2013). Furthermore the 
campaign in reward-based crowdfunding could bring more attention to the product that 
is being developed, increasing the demand when the product is released. Getting public 
attention could also be a bigger motivator for philanthropic projects that are donation 
based, where the people in charge of the project want to bring attention to a social 
cause. 

5.1.1 Alternatives to ECF 

To answer our first research question, and backed up by literature regarding the equity 
gap, the participants were asked whether alternative funding methods were considered 
 
The need of capital was the dominant motive for the participant’s choice of ECF. The 
authors found in previous literature possible explanations in the inability to select other 
funding types. Bank loans, angel finance, and VC capital were separately discussed in 
the interviews, and are the funding types brought up in previous literature as the major 
alternatives of funding for entrepreneurs (Bruce & Scott, 2000; Cumming & Johan, 
2014; Greiner, 1972).  
 
This section looks closer into bank loans and angel finance as the alternatives to ECF. 
VC will not be discussed in detail, as VC was not considered by any of the participants 
except for one, E3, whom also mentioned that the business was not nearly developed 
enough for the VCs to consider investing in it. This is not surprising as, the context of 
this study, with regards to the early stages of the businesses owned and run by the 
participants, the previous literature holds true in that VC invest in later stages 
(Cumming & Johan, 2014).  
 
The combined findings in regards to bank loans and angel finance for the participants, 
suggests that the equity gap mentioned in previous literature (Murray, 1999; McKinsey 
Global Institute, 2011; Gualandri & Venturelli, 2008; Dimov & Murray, 2007) is highly 
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relevant in the context of this study. The findings suggest that the equity gap exists in 
Sweden and explains why the participants in the interviews chose ECF. 

5.1.1.1 Bank loan 

All but one of the participants, E4, considered bank loans to fund their ventures. A 
common reply to the question whether they did was that banks simply don't lend money 
to business in early stages, and that they require securities. This is in line with previous 
literature and data that states that banks have become more risk-averse in recent times 
(Beck et al., 2005), with the financial crisis of 2008 as a common time stamp (Bruns & 
Fletcher, 2008). The equity gap has a partial explanation in literature as the difficulty 
for new and small businesses to obtain bank loans due to the banks inability to fully 
understand the business's history and the business model, but more importantly in 
accordance with the findings, the inability and unwillingness of the founders to provide 
securities for their loans (Bjerkesö et al., 2011).  

5.1.1.2 Business Angels 

Angel finance was another form of capital that a majority of the participants had 
considered. Some had already attracted angel finance before the ECF campaign and 
some had received capital from angels through their ECF rounds, however, in smaller 
amounts than traditional angel finance normally entails.  
 
Interestingly however, a common answer was that angel finance, in terms of its 
traditional sense, was not considered a good match for them. The participants saw 
business angels as having conditions or demands that the participants were unable or 
unwilling to comply with. The participants through these replies indicate that, more than 
being unable to attract angel finance; a potential explanation for the equity gap lies in 
the unwillingness to comply with angel finance conditions (Företagarna, 2015; 
Cumming & Johan, 2014). In other words, the conditions and terms provided by the 
angels led to that option being unattractive and disregarded by the participants, leading 
them on in the search for capital and to the selection of ECF. 
 
A way in which our findings regarding business angels confirm the concept of the 
equity gap, came from two of the participants. These two participants had previous 
experience in starting businesses before the venture that they used ECF for, and went on 
to speak more generally about the topic of how angel finance had changed over the 
years. They brought up the fact that they had experienced a more risk-averse behavior 
from angels, which nowadays tend to invest in later stages of a venture compared to 
before. Again, this is also in line with the report by Företagarna (2015), in that the 
explanation by the participants seems reasonable and could further explain the difficulty 
for Swedish entrepreneurs to source capital for their ventures. Another way in which the 
participant’s argumentation could be validated are by the reports by Svenska 
Riskkapitalföreningen (2013 & 2014), that found that the amount of capital invested in 
new ventures was almost halved from the year 2012 to 2014. 
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Another answer was that business angels are hard to find, as the participants generally 
had little or no networks of business angels. In addition, a point brought up was that 
with more time business angels could have been found, but that in the time constraining 
aspect of starting and running a business, such time was not an available resource. This 
could serve as one explanation for constraint in finding and attracting capital for 
Swedish entrepreneurs as suggested by Företagarna (2015).  

5.2 Experienced Benefits 

The benefits experienced by the participants of this study are generally in line with 
previous research on crowdfunding, and often confirms their applicability to ECF. 
However, not all aspects of benefits put forth by previous research were applicable to 
each participant. 

5.2.1 Overcoming Funding Difficulties 

As mentioned in Section 5.1, the inability to source other types of capital was described 
as a motive why our participants selected ECF, which is strongly related to the benefit 
of overcoming funding difficulties (Macht & Weatherston, 2014). However, even 
though most participants did not bring up overcoming funding difficulties as an 
experienced benefit, one could assume that it was because of three reasons. Firstly, all 
participants had raising funds as a motive to choose ECF. Secondly a majority was 
unable to source other types of capital. Finally, all participants had closed their 
campaigns successfully, meaning they reached a required level of obtained capital. 

5.2.2 Provision of Contacts and Brand Ambassadors 

All but one of the participants mentioned brand ambassadors as a benefit of their use of 
ECF. Two of the participants also considered brand ambassadors as the most important 
benefit of ECF. This finding is supported by the findings of De Buysere et al. (2012), 
although it suggests that the same is applicable to ECF, and not just to crowdfunding in 
general. The same applies to the findings of Ingram and Teigland (2013), in which the 
two founders of crowdfunding platforms pointed out brand ambassadors as the main 
benefit of ECF. What is more, brand ambassadors are a benefit of ECF use that cannot 
be found as benefits of other funding types; it is unique to crowdfunding and therefore 
also to ECF when comparing ECF with traditional funding methods.  
 
The benefits that the brand ambassadors contribute with can also be hard to differentiate 
from other investor related benefits, in cases where the investors are not specifically 
contributing with skills or experience. Moreover, brand ambassadorship can be related 
to business angel value added aspects, but also to increased sales and brand awareness 
(Politis, 2008).  

5.2.3 Facilitation of Further Funding 

In the report by Ingram and Teigland (2014) the two founders of crowdfunding 
platforms discuss that crowdfunding provides a way to test the market, which is 
confirmed by statements made from E1 and E7. This can be an important factor as the 



 

37 
 

entrepreneur can get an indication if potential customers, investors, and the crowd 
appreciate the business idea. E7 elaborated further on the subject and stated that ECF, 
by means of validating a product or service, can work as a financial instrument to attract 
future capital from other sources such as business angels. This is in line with previous 
research on crowdfunding benefits from Macht and Weatherston (2014). This indicates 
that ECF can further provide entrepreneurs with refuge from the equity gap, if capital 
needs should surface after the ECF campaign is completed. If the ECF campaign closes 
successfully, the entrepreneur can show that the business idea has grounds and that it is 
already tested on the market. Hence, making other investors more convinced to invest in 
the business.  

5.2.4 Involvement 

A benefit experienced by the all of participants, with exception of E1, was that 
investor's contributions had a positive impact on the company. In the report by Ingram 
and Teigland (2013), two founders of crowdfunding platforms stated in interviews that 
crowdfunding could be used as a tool to attract people that believe in the venture and 
who have useful skills and experiences that could be beneficial to the business. This was 
clearly demonstrated in the interviews and therefore also seems applicable to ECF. 
Various skills and experiences were discussed that contributed in different ways for the 
participants. However, we also learned that investor involvement can be considered a 
challenge brought forward by E1, which is contradictory to the benefit provided by 
previous research (Ingram & Teigland, 2013; Macht & Weatherston, 2014). In other 
words, what is considered a benefit of ECF could be considered a challenge by another. 
Entrepreneurs like E1 who consider investor involvement a challenge, might simply 
have to live with it as our findings indicate that ECF investors will most likely want to 
be involved.  
 
E2 discussed further on the subject and stated that he was intrigued by the fact that 
investors of ECF, as opposed to angel investors, invest because they like the idea and 
want to contribute with skills and help the business. This contrasts the arguments put 
forth by Agrawal et al. (2013), that investors in ECF have smaller incentives to be 
active supporter of the venture because of the relatively small amounts they contribute 
with. 
 
E1, the participants that did not want involvement or contribution, discussed that if the 
company is in need of certain competence and want to involve the right investors this 
should be stated and promoted in the campaign. This is therefore an important aspect for 
the entrepreneur to have in mind if the company is currently lacking competence or 
knowledge in the company. However, the majority of participants that received 
competence and knowledge from investors did not actually promote and state it in the 
campaign. To conclude, entrepreneurs can state if certain competence is needed from 
the investors in their campaigns, yet it seems the investors will contact the entrepreneur 
and offer help regardless.  
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5.2.5 Retention of Control 

A majority of the entrepreneurs mentioned that ECF provided more control compared to 
traditional sources of capital. This is in line with Macht and Weatherston (2014) who 
put forth that this is a benefit for entrepreneurs that fear losing control when issuing 
equity shares. As previously mentioned, E2 was motivated to select ECF because of 
retention of control which was in line with Gerber and Hui (2013) motives to select 
ECF, however, other participants were not motivated for the same reason but saw it 
rather as a benefit after the campaign had started. This exemplifies other implications of 
this paper; that motives to select ECF and benefits of using ECF are interchangeable, 
yet a benefit only serves as a motive if the entrepreneur is aware of, and desire to obtain, 
said benefit before the selection of ECF. 
 
However, contradictory to the previous research, the empirical findings indicate that 
retaining control of the company might not be a beneficial aspect of ECF as E6 and E7 
testimonies clarified (Gerber & Hui, 2013). E6 stated that bringing in an angel investor 
in the early stage could be more beneficial than maintaining full control over the 
company. Usually, angel investors possess knowledge and expertise within certain 
business areas that could be beneficial for the entrepreneur and company. This means 
that the increased loss of control resulting from angel finance compared to ECF, might 
in the end be beneficial because of the business angel value added aspects. 

5.2.6 Marketing by Platforms 

Participants had experienced marketing as a benefit of ECF, other than the marketing 
provided by brand ambassadors. From the empirical findings three of the entrepreneurs 
received marketing benefits in different ways from the crowdfunding platforms. The 
platforms usually motivate charging entrepreneurs with fees by the provision of access 
to investors and marketing communications, and the access to these were confirmed by 
our participants as beneficial (Fundedbyme, 2016). Therefore, it can be important to 
critically evaluate which platform to use when deciding to conduct an ECF campaign. 
Platforms appear to provide marketing benefits for the entrepreneurs in different ways, 
something that entrepreneurs should consider before their selection. Furthermore, this 
benefit is one that is not highlighted in previous research, to the greatest knowledge of 
the authors. The benefit of being listed as a campaign that met its funding goals on the 
platform websites was brought up by our participants; a benefit that can last long after 
the campaign is closed. 
 
Another aspect of the aforementioned benefit provided by the platforms that our 
participants brought up, as especially useful for young and inexperienced entrepreneurs, 
was that of guidance. This guidance was in terms of how to structure projects, and 
requirements of certain documentation that forces the entrepreneur to develop financial 
reporting and presentations. An experienced entrepreneur might have prepared such 
aspects well before applying to start their ECF campaigns, but first time entrepreneurs 
from various backgrounds might have little or no knowledge of how to do this. 
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5.3 Experienced challenges 

A challenge that should not affect future entrepreneurs, but is an example of what 
challenges that entrepreneurs can face as the concept of ECF is so new was brought up 
by E5. She was unable to carry out planned marketing activities because of a faulty 
interpretation of Swedish law at the time of her campaign. 

5.3.1 Support and Monitoring  

The challenge that was most discussed by the participants was the increasing 
administration, and was something that all participants except E5 and E7 acknowledged. 
This matches the report from the European Commission (2015), where they show how 
administrative costs could increase with each new investor. This could also explain why 
E5 did not acknowledge increasing administration costs as E5 had far less investors than 
the other participants. An interesting fact from the European Commission (2015) report 
was also that by underestimating the amount of administrative work, the innovative and 
creative process might suffer. E4 found herself in a similar situation, where she stated 
that she underestimated the administrative work and her sales strategy suffered as a 
result. Previous literature states that a small company may not have the capacity to deal 
with the amount of investors that ECF results in (European Commission, 2014), which 
the majority of the participants confirmed. On the contrary, E7 thought that it was the 
same administrative workload for one investor as for 50. A possible explanation of why 
E7 did not agree with the other participants could be that E7 was the most experienced 
entrepreneur, previously involved in several startups, and could perhaps more 
efficiently handle the administration.  

5.3.2 Valuation 

The findings indicate that the valuation process is a challenge, which is in line with 
previous research (Dapp & Laskawi, 2014; Wilson & Testoni, 2014; European 
Commission, 2015). All participants performed their valuation process themselves, 
which confirms what Dapp and Laskawi (2014) concluded in their study. Previous 
literature shows that entrepreneurs are often overly optimistic about future outcomes 
(Mollick, 2014; Agrawal et al., 2013), and by letting the entrepreneurs assess their own 
valuation, they could reduce their chances of full funding by valuing their businesses to 
highly. Such is the case of E6’s second campaign, in which investors were not willing to 
buy shares at the given price. This was explained by E6 as being because the valuation 
was set too high as it was based on projected future earnings.  
 
An interesting finding was the extent to which the valuation differed. It seems like the 
most experienced entrepreneurs were more comfortable with assessing the valuation of 
their companies. E1, E3, and E7 brought up their previous experience with startups and 
were also the ones who did not view the valuation as a major challenge. The other 
participants were unsure about how to evaluate the company. In addition, the findings 
indicate that the platforms differ in how they handle this issue. The platform chosen by 
E7 did a proper due diligence on his company and then negotiated a lower valuation. 
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However, E2 looked at another campaign and copied its valuation, and this platform 
simply agreed, without looking into it in more detail. The platform chosen by E7 is 
more in line with how business angels and venture capitalists assess companies’ value 
(Wilson & Testoni, 2014). A big challenge for investors lies in analyzing the valuation 
on the platforms where the entrepreneur gets full control of the valuation process, as 
they often have less incentive or lack the expertise to perform a proper due diligence as 
Wilson and Testoni (2014) mentioned. The entrepreneurs’ accounts suggest that there 
are needs for a valuation process for entrepreneurs: either on the platform or such as in 
the case for E7 a negotiation between platform and entrepreneur.  

5.3.3 Public Exposure 

Public exposure is not only beneficial for a company; it can also be a potential challenge 
for a startup as previous research brings up about crowdfunding in general (Gerber & 
Hui, 2013; Schwienbacher & Larralde 2012). The findings show that three of the 
participants raised a concern about the exposure associated with ECF. In accordance 
with previous research about crowdfunding in general (Gerber & Hui, 2013; 
Schwienbacher & Larralde 2012), E4 raised concerns regarding her shared statements 
and strategies that were required for her campaign to be successful. Not surprisingly, the 
risk of exposure with ECF is in line with previous literature that has been conducted on 
crowdfunding in general because you post your idea or project online in the same way 
for all types of crowdfunding. E3 pointed out that the risk of exposure might be more 
relevant for businesses in certain industries, something that could explain that few of the 
participants saw it as a challenge.  
 
An empirical finding that is closely related to exposure was the point brought up by E7. 
He explained how ECF is a last resort and could make other funding impossible because 
there is proof that the idea does not work. This is in line with what Gerber and Hui 
(2013) discussed about how exposure can endanger the possibility for future funding. 
The findings indicate that exposure can be a challenge for entrepreneurs, depending on 
what industry they are in, especially if the idea can easily be copied by others. In this 
case it could be more advantageous to seek other capital until the product or service is 
developed enough to have a significant advantage compared to potential copycats. 

5.4 Participant Recommendation 

Prior to selecting ECF, the participants had little or no knowledge of the benefits and 
challenges of ECF. Each participant wanted to recommend ECF to potential future 
users. The participants based their recommendations on their own experiences with 
ECF, and more specifically on the experienced benefits. We found that the participants 
had largely chosen ECF because of the inability to choose other types of funding, yet 
did not in their recommendations mention that this funding type can help to overcome 
funding difficulties. This can indicate that if, in the future, equity gap related effect 
would vanish, entrepreneurs would still have motives to choose ECF, and these motives 
could then be better explained by previous research. 
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6 Conclusion 

In this section the analyses drawn from the findings and analysis are summarized and 
presented in terms of answering the research questions. 
 
The purpose of this thesis was to explore the use of ECF by Swedish entrepreneurs. 
Specifically, the thesis focuses on the entrepreneur’s motives to select ECF, and their 
experienced benefits and challenges of this specific funding method. Pertinent research 
questions were formulated to fulfill the purpose and guide the process of this study. 
 
The benefits and challenges that the participants had experienced with the use of ECF 
strongly supports previous literature, yet they were generally unaware of these benefits 
and challenges prior to using this funding method. The motives as to why they selected 
ECF could be partly predicted by existing research, yet within this study these motives 
provided a picture that was far from complete. 

6.1 RQ1: What Motivates Swedish Entrepreneurs to Select ECF?  

Previous research presents raising funds as a motive to select ECF, and this was found 
in all of the interviews in this study. However, it was found that raising capital was a 
motive to seek funding in general, from several different sources, and that the inability 
to source other types of capital was a motive for the selection of ECF specifically. What 
this means is that the need of capital motivated our participants to seek capital through 
several avenues, but the continuous rejection from these was a reason that five of them 
chose ECF. More than suggesting that an equity gap exists in Sweden, this study has 
found that the inability to choose other sources of capital was the strongest motive to 
select ECF among the participants. 
 
The inability to source other types of capital was not the only motive to select ECF 
found in this study, as this motive was not applicable for two of the participants. Their 
motive to select ECF, over the other available sources, was instead the desire to 
maintain control. Again, raising funds was a motive to consider different funding 
methods, but control retention was the motive for choosing ECF. To summarize, 5 
participants were motivated by a need of capital and the inability to source other types 
of capital, and 2 participants were motivated by a need of capital and a desire to 
maintain control. 

6.2 RQ2: What are the Experienced Benefits?  

All of the benefits of the use of ECF presented in previous literature were found in the 
interviews with the participants in this study. These were: overcoming funding 
difficulties, provision of contacts and brand ambassadors, facilitation of further funding, 
investors’ involvement, and control retention. Brand ambassadors seemed to be the 
most valued experienced benefit, and is also one that is unique to ECF compared to 
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traditional sources of capital. Control retention was experienced by all the participants, 
but only as a benefit for those who feared losing control. Lastly an experienced benefit 
not highlighted in existing research was that of the marketing provided by being listed 
on the platforms. All entrepreneurs experienced investor involvement as a benefit with 
one exception; who saw it as a challenge. The benefits of investor involvement were 
based on useful skills and knowledge provided by the investors, something that ECF 
can help to achieve. 
 
Our participants themselves did not bring up overcoming funding difficulties as an 
experienced benefit, yet considering that majority were unable to source other types of 
capital, one could conclude that ECF provided them with this benefit. 

6.3 RQ3: What are the Experienced Challenges? 

The single most brought up aspect was support and monitoring. Increasing 
administration caused by a higher number of shareholders was found to be the most 
significant challenge among the participants. The resulting consequence was that our 
participants had less time to devote to other essential activities. However, some 
participants mentioned that other funding methods would lead to similar amounts of 
administration. This study indicates that the valuation process of ECF is a challenge, as 
a majority admitted the valuation was a result of guessing. Furthermore, the findings 
indicated that public exposure associated with ECF is not only beneficial, as the 
entrepreneurs have to share their strategies and statements which could lead to 
intellectual property loss or potential competitors accessing the information.  
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7 Discussion 

This section begins with the author’s reflection on the study and its findings, followed 
by the implications, limitations, and finally suggestions for further research. 
 
The topic of ECF is still in a novel stage and the concept and its implications are far 
from well understood, and the authors felt motivated to contribute to this field because 
of that fact. Prior to the work of this paper, one of the authors had invested in a Swedish 
company that had an open ECF campaign. This is what first led us into the topic and 
after an initial study we felt that the opportunity to study the entrepreneurs’ perspective 
on the matter would be of the greatest interest and relevance in this subject.  
 
What surprised us most in this study was the entrepreneurs’ limited awareness and 
understanding of ECF before their use of it. We discussed possible explanations to this; 
such as the difference in availability of information at the time we conducted the study 
compared to when the participants started their campaigns. Another explanation could 
be the position some of the participants were in, in which they felt that ECF was a last 
resort. However, we still believe that such explanations still do not completely justify 
the low awareness, as information was still available at that time their campaigns began, 
and this information could have been looked up by the participants. The entrepreneurs’ 
limited awareness and understanding of ECF before using it can pose a potential risk to 
the success of their ventures, and to the growth and success of ECF as funding method. 
Another point we discussed, outside the scope of the sample of participants, was that 
limited understanding of ECF could possibly be a factor as to why other entrepreneurs 
fail in their ECF campaigns. 
 
An additional aspect we noticed during this study was that the concept of ECF is 
changing and developing quickly. A new platform was released during this study, called 
Pepins, which changed the way in which we viewed crowdfunding, in a way. Their 
focus, separating them from the other platforms, is to position their funding closer to 
VCs’ stage. To this day, their campaigns attract significantly larger sums than other 
platforms, and at the moment are conducting an IPO through ECF. An announcement 
was also made that one of Sweden's largest banks; Nordea Bank will enter the field with 
their own platform.  

7.1 Implications 

Although generalizations should not be drawn from this study, the findings do have 
implications for various actors, and could serve as indications to what topics needs 
further study. 
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7.1.1 Theory 

As mentioned earlier, there is limited published research on the subject of ECF. This 
research could help academics with indications into areas within and surrounding ECF 
that deserve to be studied further. For example the study reveals that motives to select 
ECF and its benefits and challenges are clearly not fully understood. 

7.1.2 Entrepreneurs 

The findings and information provided in this study could help entrepreneurs that are 
considering ECF as a funding method, by providing them with a broad and 
comprehensive overall understanding of the funding method. The thesis could be used 
as a tool to gather information and increase awareness about benefits and challenges 
associated with ECF for entrepreneurs, especially for those that might chose it as a last 
resort. Furthermore, by explaining different traditional sources of capital entrepreneurs 
will be able to reflect and evaluate the different methods in comparison with ECF. 

7.1.3 Equity-based Crowdfunding platforms 

The findings of this thesis can guide the platforms in what to emphasize regarding ECF 
to potential users, and how to adjust platform services. For instance more effort could 
be allocated to the instructions on how ECF users should deal with increased 
administrations, how to carry out valuations of their businesses, and how to position 
themselves strategically during the campaigns. 

7.1.4 Crowdinvestors  

The authors believe that the information provided in this thesis could be useful for 
investors and potential investors. Investors whose desire is to contribute to the potential 
success of a business could use the findings to adapt their support efforts on the 
entrepreneurs and business.  

7.1.5 Policy Makers 

Policy makers that are currently examining how to regulate ECF in Sweden are 
provided useful insights into the fact that entrepreneurs might be selecting ECF because 
other alternatives are exhausted. As entrepreneurs, innovation, and SME have a huge 
impact on the Swedish and similar countries’ economies, the effects of such regulation 
could have an impact far beyond the involved parties of ECF. 

7.2 Limitations 

As the research of this study was conducted over a few months it is possible that the 
findings are only applicable for the current state of ECF. As more is learned about the 
funding method, so can also the motives for selecting it change, as more of its benefits 
and challenges will be known before being used. What is more, this study only explored 
the motives why entrepreneurs that had been successful selected ECF, yet of equal 
importance would be to investigate those entrepreneurs that failed. Additionally, 
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although the successful entrepreneurs are probably better to interview regarding the 
benefits of ECF, so might also the unsuccessful ones be regarding the challenges. 
 
It is not possible to draw statistical generalizations and conclusions from a qualitative 
and exploratory study with a small sample as such as the one in this study. The findings 
of this study probably have low transferability, and generalization could only be 
relevant in specific contexts outside this study. 
 
The abductive approach employed in this study resulted in that additions to the literature 
review and new assumptions were made after the collection of the primary data. With 
this in mind, the authors agree that if given the chance to conduct this study again, 
either changes would have been made to the prepared contents of the interviews or 
entirely new follow up interviews would have been conducted. 
 
Furthermore, a limitation in this thesis could be that non-probability sampling and semi-
structured interviews were used in the study to fulfill the purpose. It may be possible 
that probability sampling and using a survey or questionnaire would have yielded 
different findings and results.  

7.3 Suggestions for further research 

There is still lacking research on ECF and it needs additional research on the subject 
and its development in the future. Further research could be conducted with similar 
purpose and research questions with a larger sample in order to make generalizations on 
the populations. A quantitative method by using a survey or questionnaire could be 
applicable in the same context. Also, research could be done where entrepreneurs from 
different countries are representative to investigate if there are any differences in 
motives and experienced benefits and challenges. Differences in the motives to select 
ECF, and experienced benefits and challenges, between companies in different 
industries or markets would also add to the findings of this paper. 
 
Another important topic to study would be that of what happens to businesses funded by 
ECF. An example of a study like this could be about exits for investors made by ECF 
funded companies. When can investors expect a potential return on their investments, 
and which types of exits will be dominant? In the context of Sweden this study would 
need to be carried out in the future, as few if any exits have been made today. 
 
We found that the future of crowdfunding is changing quickly with new platforms being 
launched frequently, and an important topic of study will be how these platforms are 
different from each other in terms of their consequences for the entrepreneurs and the 
future of their businesses. Certain platforms might have lower number of failed 
campaigns, the reason why being could be an important discovery.  
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Appendix A 

Interview Guideline 

Motives 
- Was it your first ECF campaign?  
- How was your economic situation of the company when deciding to pursue 

ECF? 
- Did you consider any other types of finance? (E.g. bank loan, business angels 

and venture capital) 
- Were alternative types of finance available to you other than ECF? 
- Why did you choose to pursue ECF? 
- Why did you choose to pursue ECF instead of other types of CF? (E.g. reward, 

donation or loan based crowdfunding) 
- What pros and cons were you aware of before your decision to pursue ECF? 

 
Benefits & Challenges 

- How many investors do you have?  
- What role did you expect your new investors to have in your company? 
- Have you experienced that the investors were involved in your company? 
- Did the investors contribute with any skills or experiences? 
- How did you valuate your company? 
- Have you experienced any negative aspects with ECF? 
- Have you experienced any positive aspects with ECF? 
- Would you recommend other entrepreneurs to pursue ECF? 
- Would you consider another round of ECF? 
- Did you discover any unexpected pros or cons with ECF? 

 


