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Swept Away by the Crowd? Crowdfunding, Venture Capital, and the
Selection of Entrepreneurs

Abstract
Venture Capitalists (VCs) are experts in assessing the quality of entrepreneurial ventures. A long tradition of
research has examined the signals of quality that VCs look for in new ventures, and the biases that result from
the VC selection process. Recently, an alternative form of new venture funding has arisen in the form of
crowdfunding, which relies on the judgement of millions of amateurs about which entrepreneurial projects
are worth funding. Little is known about the degree to which amateurs respond to the same signals of quality
as VCs, and whether they are subject to the same biases. To address this gap, I examine 2,101 crowdfunded
projects that match characteristics of more traditional VC-backed seed ventures. Despite the radical
differences in selection environments, I find that entrepreneurial quality is assessed in similar ways by both
VCs and crowdfunders, but that crowdfunding alleviates some of geographic and gender biases associated
with the way that VCs look for signals of quality.
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Figure 1: Example Kickstarter page 

 



Figure 2 Distribution of Funding 

 

 



 

 (1) (2) (3) (4) 

VARIABLES All Selected All FB Selected FB 

     

Selected 0.288  0.309  

 (0.453)  (0.462)  

$ Goal 31,556 26,832 32,366 23,401 

 (64,302) (63,399) (60,337) (32,381) 

% Funded 1.000 3.240 1.110 3.373 

 (3.741) (6.453) (4.318) (7.275) 

totalbackers 371.0 1,208 364.0 1,101 

 (2,458) (4,477) (2,484) (4,381) 

Rewards 8.377 9.924 8.827 10.37 

 (3.799) (4.547) (3.855) (4.534) 

Featured 0.0531 0.163 0.0594 0.162 

 (0.224) (0.369) (0.236) (0.369) 

Duration 40.25 39.40 38.73 38.78 

 (14.66) (13.22) (13.11) (12.40) 

Endorsed 0.215 0.381 0.244 0.414 

 (0.411) (0.486) (0.430) (0.493) 

Proof of Concept 0.954 0.988 0.956 0.990 

 (0.209) (0.108) (0.205) (0.100) 

Past Evidence 0.402 0.515 0.415 0.478 

 (0.490) (0.500) (0.493) (0.500) 

FBF   447.9 497.0 

   (569.0) (561.0) 

     

Observations 2,052 590 960 297 



  Select $ Goal Fund Backers Reward Feat. Duration Endrse Proof 

Selected 1          

$ Goal -0.047 1         

Fund 0.381 -0.015 1        

Backers 0.216 0.331 0.58 1       

Rewards 0.258 0.181 0.077 0.146 1      

Featured 0.311 0.018 0.319 0.238 0.043 1     

Duration -0.037 -0.016 -0.004 -0.025 -0.065 0.04 1    

Endorse 0.218 0.049 0.175 0.146 0.143 0.031 -0.024 1  

Proof 0.161 0.018 0.083 0.052 0.134 0.06 -0.076 0.102 1 

Past Evidence 0.099 0.106 0.057 0.103 0.079 0.069 -0.046 0.106 0.07 



 

 (1) (2) (3) (4) (5) (6) 

VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

       

Log(Goal) 0.35*** 0.32*** 0.28*** 0.34*** 0.32*** 0.25*** 

 (0.052) (0.048) (0.045) (0.051) (0.048) (0.040) 

Duration 0.99* 0.99* 0.99* 0.99* 0.99* 0.99 

 (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) 

Featured 27.36*** 25.51*** 25.40*** 26.84*** 27.06*** 23.82*** 

 (8.501) (7.956) (8.005) (8.423) (8.600) (7.619) 

Rewards 1.22*** 1.22*** 1.21*** 1.22*** 1.21*** 1.20*** 

 (0.020) (0.020) (0.020) (0.020) (0.020) (0.020) 

Past Evidence  1.98***    1.64*** 

  (0.224)    (0.195) 

Endorsed   3.35***   2.81*** 

   (0.431)   (0.373) 

Proof of Concept    4.04***  2.30* 

    (1.659)  (0.983) 

Video     6.04*** 5.31*** 

     (1.825) (1.654) 

Category Controls YES YES YES YES YES YES 

Constant 9.63*** 11.18*** 17.28*** 2.61 2.74 2.52 

 (6.038) (7.089) (11.278) (1.936) (1.861) (2.028) 

       

Observations 2,052 2,052 2,052 2,052 2,052 2,052 

chi2 418.13 454.51 505.79 434.10 471.20 573.94 

p 0.00 0.00 0.00 0.00 0.00 0.00 

Pseudo R2 0.17 0.18 0.21 0.18 0.19 0.23 

Exponentiated Form 

SE in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 



 

 (1) (2) (3) (4) (5) (6) 

VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

       

Log(Goal) 0.37*** 0.35*** 0.30*** 0.36*** 0.34*** 0.27*** 

 (0.075) (0.073) (0.065) (0.075) (0.071) (0.061) 

Duration 1.00 1.00 1.00 1.00 1.00 1.00 

 (0.006) (0.006) (0.006) (0.006) (0.006) (0.007) 

Featured 17.65*** 16.78*** 16.33*** 16.77*** 15.50*** 14.01*** 

 (6.887) (6.559) (6.474) (6.548) (6.045) (5.563) 

Rewards 1.22*** 1.22*** 1.20*** 1.22*** 1.21*** 1.19*** 

 (0.028) (0.028) (0.029) (0.029) (0.028) (0.029) 

Past Evidence  1.39**    1.15 

  (0.225)    (0.196) 

Log(FBF) 1.63*** 1.62*** 1.47** 1.67*** 1.75*** 1.59** 

 (0.298) (0.296) (0.275) (0.307) (0.327) (0.304) 

Endorsed   3.04***   2.73*** 

   (0.556)   (0.514) 

Proof of Concept    4.64**  2.79 

    (2.919)  (1.816) 

Video     4.64*** 3.86*** 

     (1.934) (1.634) 

Category Controls YES YES YES YES YES YES 

Constant 2.15 2.27 5.59* 0.50 0.63 0.67 

 (2.121) (2.246) (5.792) (0.584) (0.671) (0.844) 

       

Observations 960 960 960 960 960 960 

chi2 209.60 213.73 246.89 218.05 228.40 266.08 

p 0.00 0.00 0.00 0.00 0.00 0.00 

Pseudo R2 0.18 0.18 0.21 0.18 0.19 0.22 

Exponentiated Form 

SE in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 



 

 (1) (2) (3) 

 Seed VC Seed Crowd  All Crowd  

    

Relative .915 .878 .810† 

 (.012) (.023) (.024) 

Absolute .953 .905† 871† 

 (.012) (.015) (.019) 

    

Observations 366 366 366 

† Significantly different from Seed VC at p<.01 



 

 (1) (2) (3)   

 VC 
(Canning et al., 2012) 

VC 
(Greene & Brush, 2001) 

Crowd 

 

  

      

Female .013 .067 .211†   

 (.000) (.004) (.017)   

      

Observations 20194 4034 592   

† Significantly different from both VC rates at p<.01 

Greene and Brush data excludes individuals of unknown gender, Crowd includes them as non-

female. 



 

 (1) (2) (3) (4) 

VARIABLES M/F M/F Full Facebook Facebook Full 

     

Log(Goal) 0.39*** 0.29*** 0.41*** 0.30*** 

 (0.066) (0.052) (0.093) (0.073) 

Duration 0.99** 0.99* 0.99 0.99 

 (0.004) (0.005) (0.007) (0.007) 

Featured 24.22*** 20.28*** 15.63*** 11.71*** 

 (7.996) (6.933) (6.581) (5.031) 

Rewards 1.22*** 1.19*** 1.22*** 1.18*** 

 (0.022) (0.022) (0.031) (0.031) 

Past Evidence  1.65***  1.22 

  (0.221)  (0.230) 

Endorsed  2.86***  2.90*** 

  (0.422)  (0.599) 

Proof of Concept  3.12**  3.71* 

  (1.694)  (2.867) 

Video  4.81***  3.97*** 

  (1.623)  (1.821) 

Female 1.01 1.11 0.95 1.01 

 (0.217) (0.252) (0.281) (0.313) 

Log(FBF)   1.75*** 1.72** 

   (0.356) (0.369) 

Category Controls Yes Yes Yes Yes 

Constant 5.50** 0.94 1.23 0.30 

 (4.227) (0.928) (1.433) (0.443) 

     

Observations 1,666 1,666 802 802 

chi2 311.41 443.38 161.65 218.27 

p 0.00 0.00 0.00 0.00 

Pseudo R2 0.16 0.23 0.17 0.22 

Exponentiated Form  

SE in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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