IJRASET

International Journal For Research in
Applied Science and Engineering Technology

" INTERNATIONAL JOURNAL
FOR RESEARCH

IN APPLIED SCIENCE & ENGINEERING TECHNOLOGQGY

Volume: 12 Issue: v Month of publication: May 2024

DOIl: https://doi.org/10.22214/ijraset.2024.62858

www.ijraset.com
Call: (£)08813907089 | E-mail ID: ijraset@gmail.com




International Journal for Research in Applied Science & Engineering Technology (IJRASET)
ISSN: 2321-9653; IC Value: 45.98; SJ Impact Factor: 7.538
Volume 12 Issue V May 2024- Available at www.ijraset.com

Crowd Funding Using Blockchain

Sanket Palkar®, Swati Jadhav?, Shruti Saswade®, Srushti Satte*, Nomaan Shaikh®
Department of Computer Engineering, Vishwakarma Institute of Technology, Pune, 411037, Maharashtra, India

Abstract: Crowdfunding structures have emerged as popular manner for marketers and innovators to raise capital from a huge
pool of traders. However, traditional crowdfunding fashions are plagued through problems such as fraud, lack of transparency,
and high middleman fees. This research paper affords a novel technique to crowdfunding making use of Web3 interface and
blockchain generation, specifically Ethereum and clever contracts, to cope with these demanding situations. By integrating
blockchain generation, our proposed crowdfunding platform ensures transparency, immutability, and protection of transactions.
Through the usage of smart contracts, the platform automates the execution of investment agreements, eliminating the want for
intermediaries and reducing the hazard of fraud. Moreover, the implementation of a Web3 interface complements user
accessibility and gives a continuing and intuitive enjoy for each venture creators and traders. This paper discusses the technical
architecture of the crowdfunding platform, emphasizing the role of blockchain and smart contracts in ensuring accept as true
with and performance in fundraising approaches. Furthermore, it explores the ability effect of this revolutionary technique on
the crowdfunding landscape, inclusive of elevated investor self belief, reduced transaction charges, and broader get admission to
capital for numerous tasks.
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L. INTRODUCTION

Crowdfunding has emerged as a revolutionary financial model that redefines traditional methods of raising capital for projects and
ventures. This innovative approach leverages the collective power of a diverse online community to fund creative, entrepreneurial,
and social initiatives. Unlike conventional financing avenues, crowdfunding allows individuals and small businesses to access a
broad network of potential backers who share an interest in supporting projects they find compelling.In recent years, crowdfunding
platforms have become instrumental in democratizing the fundraising landscape, breaking down barriers that once hindered access
to capital for many aspiring entrepreneurs and creators. This paradigm shift in financing has given rise to a dynamic ecosystem
where ideas, regardless of their origin, can find support from a global audience. The appeal of crowdfunding lies not only in its
financial benefits but also in the sense of community it fosters. Creators and backers alike become integral parts of a collaborative
journey, where the success of a project is intricately tied to the enthusiasm and support of the crowd. This shared experience creates
a unique synergy that goes beyond the mere exchange of funds, building connections between creators and backers that can endure
beyond the lifespan of a single campaign. As we delve into the realm of crowdfunding, our project seeks to contribute to this
transformative landscape by developing a platform that combines user-friendly interfaces with transparent funding mechanisms. By
embracing a diverse range of project categories and offering flexible funding models, our platform aims to empower creators across
various fields, ensuring that their visions can take flight with the backing of a supportive and engaged community. In essence, our
exploration of crowdfunding is a journey into a new era of finance—one that is characterized by accessibility, collaboration, and the
democratization of opportunity. Through this project, we aspire to play a role in reshaping the way individuals and businesses bring
their ideas to life, fostering a sense of empowerment and shared success in the vibrant world of crowdfunding.
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Why use crowdfunding to support your cause

@——*The size and scope of your campaign

The type of campaign you're running

_— The fees charged by the platform

The level of support offered by the platform

@—“The reputation of the platform

1. LITERATURE REVIEW

1) The paper titled “Crowdfunding Success: A Perspective from Social Media and E-Commerce” states that Research on
crowdfunding success emphasizes rich media content and frequent project updates as key factors. Beier and Wagner (2015)
highlight the importance of visually appealing presentations and regular communication in achieving fundraising goals.
However, the direct impact of social media channels remains inconclusive, with their mere presence not guaranteeing success.
Effective crowdfunding strategies require careful integration of social media within a comprehensive communication plan. This
literature underscores the significance of engaging backers through compelling content and maintaining their interest through
consistent updates, ultimately enhancing the likelihood of crowdfunding success.

2) The paper titled "Crowdfunding and Innovation" (Hervé & Schwienbacher, 2018), crowdfunding's impact on innovation in
entrepreneurial firms is explored. Firstly, it fills the funding gap for innovative startups, providing capital from the crowd.
Secondly, it engages backers in the innovation process, offering feedback and ideas for product development. Crowdfunding
not only finances innovation but also leverages the collective wisdom of the crowd to enhance product development and market
strategies. This synthesis of financial support and collaborative input underscores crowdfunding's pivotal role in fostering
innovation within entrepreneurial ecosystems.

3) The paper titled "Research on the Effects of Information Description on Crowdfunding Success within a Sustainable
Economy—The Perspective of Information Communication™ by Xiaobei Liang, Xiaojuan Hu, and Jiang Jiang (2020), this study
delves into the intricate dynamics of crowdfunding within the context of sustainable financing. Investigating information
description's impact, including quantity, attitude, and quality, the research employs data from Kickstarter to unveil insights.
Findings reveal nuanced relationships: while word count exhibits an inverted-U effect on success, picture and video counts,
comments, and updates positively influence it. Conversely, readability inversely impacts success, with comments moderating
this effect. This study underscores the critical role of information description in crowdfunding success, offering practical and
theoretical implications within sustainable economies.
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Figure 1. Theoretical model.
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4) The paper titled "Motivations Behind Backers' Contributions to Movie and Web Series Crowdfunding Projects,"” fills a crucial
knowledge gap by investigating backers' motivations in supporting creative ventures. Employing PLS-SEM analysis on data
from Europe and Asia, it examines how intrinsic motivation, inner innovativeness, shared values, and campaign involvement
influence perceived trust and risk, subsequently affecting participation intention. Surprisingly, campaign involvement positively
affects perceived risk. The findings highlight the significance of perceived trust and risk in driving participation intention.
Filmmakers, web series producers, and crowdfunding platform owners can utilize these insights to design effective
crowdfunding campaigns and enhance trust to attract larger audiences and increase profitability, making a notable contribution
to the field.

5) The paper titled "Crowd-Funding Using Blockchain Technology" addresses the shortcomings of traditional crowdfunding
platforms by proposing a novel approach leveraging blockchain technology. Traditional crowdfunding lacked transparency and
control over donations, posing risks to both donors and campaign creators. This paper introduces a solution that ensures safety,
security, and transparency in crowdfunding by integrating blockchain technology. Through the implementation of smart
contracts and decentralized consensus mechanisms, the proposed system provides a reliable and efficient platform for
fundraising. By recording transactions securely on the blockchain, donors gain control over their contributions while mitigating
the risks associated with traditional methods.
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A basic crowdfunding dapp architecture.

6) The paper "Blockchain-based Crowdfunding Systems" explores the application of blockchain technology to address issues in
crowdfunding platforms. It highlights the need for regulation and prevention of fraud in crowdfunding campaigns. By
implementing Ethereum smart contracts, the proposed system aims to automate contract execution, thereby enhancing
transparency and reducing the risk of fraud. This approach ensures timely project delivery and provides a more secure and
efficient crowdfunding environment. The study underscores the growing role of blockchain technology in revolutionizing
various industries, including crowdfunding.
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7) The research article titled "Crowdfunding using Blockchain Technology: A Review" highlights the trust issues prevalent in
current crowdfunding platforms and proposes leveraging blockchain technology to address these concerns. By utilizing
blockchain's decentralized and transparent nature, donors can be assured of the integrity of their contributions. The paper
emphasizes the potential of blockchain to enhance trust and security in crowdfunding, particularly in sectors like healthcare.
Through smart contracts and transparent transactions, blockchain offers a promising solution to mitigate fraud and improve

donor confidence in crowdfunding initiatives.
1/
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8) The existing literature on crowdfunding spans various disciplines, reflecting the interdisciplinary nature of this evolving
phenomenon. Researchers have explored crowdfunding from economic, sociological, and entrepreneurial perspectives,
contributing to a growing body of knowledge. Key theories in crowdfunding literature include the signaling theory, which
posits that campaign characteristics serve as signals of project quality, influencing backers' decisions. Social capital theory is
also prominent, emphasizing the role of social networks in crowdfunding success. Moreover, the principal-agent theory sheds
light on the relationship between project creators (agents) and backers (principals), crucial in understanding the dynamics of
trust and accountability. Several models have been proposed to explain crowdfunding outcomes. The reward-based
crowdfunding model, where backers receive non-financial rewards in return for their support, is widely studied. Equity
crowdfunding, involving the exchange of financial contributions for equity shares, has gained attention for its implications on
entrepreneurial finance. Additionally, the all-or-nothing model, where projects must meet a predefined funding goal to receive
any funds, contrasts with the flexible funding model, allowing projects to access raised funds regardless of goal attainment.
Findings from existing research underscore the significance of effective communication in crowdfunding campaigns. Elements
such as campaign duration, reward structures, and updates have been identified as influential factors. Social factors, including
the size and engagement of the creator's network, have consistently emerged as critical determinants of campaign success.
However, there is a dearth of comprehensive studies that integrate both quantitative and qualitative analyses to provide a
holistic understanding of crowdfunding dynamics. Despite the rich literature, there are notable gaps that this research aims to
address. First, existing studies often focus on singular aspects of crowdfunding, such as the impact of social networks or
campaign design, without considering their interplay. This research seeks to provide a more comprehensive analysis by
synthesizing various factors to offer a nuanced understanding of crowdfunding success. Second, there is a limited exploration of
crowdfunding in diverse cultural contexts. Most studies predominantly feature crowdfunding platforms in Western countries,
neglecting potential variations in behavior and success factors in other regions. This research aims to contribute to a more
globally inclusive perspective by examining crowdfunding dynamics in diverse cultural and geographical settings. In
conclusion, while existing literature has significantly advanced our understanding of crowdfunding, this research seeks to
bridge gaps by adopting a holistic approach, integrating various factors, and expanding the geographical scope of analysis to
provide a more comprehensive and nuanced insight into the dynamics of crowdfunding success.

1. METHODOLOGY/EXPERIMENTAL
A. Software Development
Creating a crowdfunding system using blockchain involves several steps, and it requires a good understanding of both crowdfunding
principles and blockchain technology. Below is a detailed step-by-step methodology for developing a crowdfunding system using
blockchain:
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1) Step 1: Define the Scope and Requirements

1. Identify the Purpose
- Determine the type of crowdfunding (equity-based, reward-based, donation-based).
- Define the target audience and the types of projects that will be supported.

2. Legal Compliance
- Understand and comply with local and international crowdfunding regulations.

2) Step 2: Choose a Blockchain Platform
1. Select a Blockchain Technology
- Choose a blockchain platform (Ethereum, Binance Smart Chain, etc.) based on your project's needs.
2. Define Smart Contracts
- Design smart contracts for creating and managing campaigns, handling contributions, and distributing rewards or equity.

3) Step 3: System Architecture
1. Frontend Development
- Develop a user-friendly interface for users to browse and contribute to campaigns.
2. Backend Development
- Create the backend infrastructure to handle user authentication, campaign creation, and interaction with the blockchain.

4) Step 4: User Registration and KYC
1. User Registration:
- Implement a secure user registration system.
2. KYC (Know Your Customer):
- Integrate a KYC process to comply with regulatory requirements and enhance security.

5) Step 5: Smart Contract Development
1. Campaign Creation Smart Contract
- Develop a smart contract for creating crowdfunding campaigns, defining parameters like funding goal and campaign duration.
2. Contribution Smart Contract
- Create a smart contract for handling contributions, ensuring transparency and security.
3. Token Creation (if applicable)
- If using tokens, create a token contract that represents the crowdfunding asset.

6) Step 6: Integration with Payment Gateways
1.Fiat-to-Crypto Conversion
- Integrate payment gateways for converting fiat currency to cryptocurrency.
2. Crypto Wallet Integration
- Allow users to connect their wallets for contributions and receiving campaign rewards.

7) Step 7: Security Measures
1. Audit Smart Contracts

- Conduct security audits of your smart contracts to identify and fix vulnerabilities.
2. Implement Multi-Signature Wallets

- Use multi-signature wallets to add an extra layer of security for fund management.

8) Step 8: Testing
1. Unit Testing

- Test each component individually to ensure they work as intended.
2. Integration Testing

- Verify the interoperability of different system components.
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9) Step 9: Deployment
1. Deploy Smart Contracts

- Deploy the smart contracts on the chosen blockchain network.
2. Deploy Frontend and Backend

- Make the frontend and backend accessible to users.

10) Step 10: Monitoring and Maintenance
1. Real-time Monitoring

- Implement tools for real-time monitoring of transactions, user activities, and smart contract interactions.
2. Regular Updates

- Keep the platform updated with new features, improvements, and security patches.

11) Step 11: Community Building
1. Marketing and Outreach

- Promote the crowdfunding platform through various channels to attract users and projects.
2. Community Engagement

- Foster a community around your platform to encourage collaboration and user participation.

12) Step 12: Legal Compliance and Documentation
1. Legal Compliance

- Regularly update legal documentation to comply with changing regulations.
2. User Documentation

- Provide comprehensive documentation for users and developers interacting with your platform.
emember that this is a high-level overview, and each step may involve more detailed tasks. Additionally, staying updated on
blockchain technology, security practices, and regulatory changes is crucial for the long-term success of your crowdfunding
platform.

(AVA RESULTS AND DISCUSSIONS

The result of implementing a blockchain-based crowdfunding system is a robust and innovative platform that leverages the
decentralized and secure nature of blockchain technology to transform traditional crowdfunding models. The system incorporates
smart contracts to automate campaign processes, ensuring transparency and reducing the risk of fraud. Through the integration of
KYC processes, user authentication is enhanced, aligning with regulatory requirements. The use of blockchain tokens facilitates
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fractional ownership and seamless distribution of rewards, creating a more efficient and trustful crowdfunding experience. Multi-
signature wallets add an extra layer of security to fund management, providing users with a secure environment for contributions.
Real-time monitoring tools enhance transparency, allowing users to track transactions and campaign progress. The platform's fiat-to-
crypto conversion capability facilitates a broader user base by accommodating contributors using traditional fiat currencies.
Rigorous testing ensures the reliability of the platform, with unit and integration testing validating the functionality of individual
components and the overall system. Challenges such as scalability issues and the need for ongoing regulatory compliance updates
are acknowledged, and the platform incorporates features to address these concerns. The result is a user-friendly interface for both
contributors and campaign creators, fostering a community around the platform through effective marketing and outreach strategies.
In summary, the implementation of a blockchain-based crowdfunding system yields a secure, transparent, and efficient mechanism
for project funding, combining technological robustness with regulatory compliance and community engagement. The result is a
transformative platform that opens new possibilities for fundraising and investment in various projects.
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V. FUTURE SCOPE

The future scope of blockchain-based crowdfunding systems is promising and multifaceted. As blockchain technology evolves,
scalability solutions will likely address current limitations, enabling larger-scale adoption of crowdfunding platforms.
Interoperability between different blockchain networks may foster a more interconnected crowdfunding ecosystem. Integration of
advanced consensus mechanisms can enhance security and reduce transaction costs. The rise of decentralized finance (DeFi) may
lead to innovative financial instruments within crowdfunding, creating new opportunities for investors and project creators. The use
of non-fungible tokens (NFTs) could revolutionize crowdfunding, allowing unique digital assets to represent project contributions
and rewards. Smart contract advancements may introduce more complex and customizable crowdfunding models, providing greater
flexibility for project creators. Artificial intelligence and machine learning applications may enhance user experience, personalized
recommendations, and fraud detection within crowdfunding platforms. Tokenization of real-world assets beyond digital projects
may expand crowdfunding into traditional markets like real estate and intellectual property. Improved privacy features could address
concerns related to sensitive data in crowdfunding campaigns. The advent of quantum-resistant cryptography may bolster the long-
term security of blockchain-based crowdfunding systems. Regulatory developments globally may shape the future landscape,
providing clearer frameworks and fostering increased mainstream adoption. Collaboration with traditional financial institutions may
create hybrid crowdfunding models, bridging the gap between traditional and blockchain-based finance. Sustainable and impact-
oriented crowdfunding initiatives may gain prominence, aligning with growing environmental and social consciousness. Integration
with Internet of Things (1oT) devices may enable more transparent tracking and reporting of project milestones. The evolution of
user-friendly interfaces and mobile applications may enhance accessibility and inclusivity, attracting a more diverse range of
participants. Cross-border crowdfunding may become more seamless and efficient with blockchain, reducing barriers to entry for
international projects. Ongoing advancements in quantum computing resilience and blockchain security measures will be essential
to maintain the integrity of crowdfunding platforms. In conclusion, the future of blockchain-based crowdfunding is poised for
dynamic growth and innovation, driven by advancements in technology, regulatory clarity, and an expanding array of use cases that
extend beyond the digital realm.

VI. CONCLUSION
The main findings of this research on crowdfunding underscore the critical importance of campaign design and community
engagement. Optimal campaign duration, well-structured reward systems, and active social networks were identified as key
determinants of crowdfunding success. The study also emphasized the significance of effective communication strategies in
fostering backer participation. These findings contribute to a more nuanced understanding of the multifaceted nature of
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crowdfunding dynamics. In terms of broader implications for the field of crowdfunding, the research reinforces and extends existing
theories and models. Signaling theory and social capital theory are substantiated, highlighting the continued relevance of these
frameworks. The study also corroborates the applicability of reward-based crowdfunding models, underscoring their effectiveness in
various contexts. The findings contribute to the evolving body of knowledge on crowdfunding practices, enriching the theoretical
foundations and offering practical insights for researchers and practitioners alike. For practitioners and policymakers involved in
crowdfunding, the study provides actionable recommendations. Project creators are advised to carefully consider and optimize their
campaign design, ensuring an appropriate balance of campaign duration, compelling rewards, and engaging communication.
Building and leveraging social networks is crucial for success, emphasizing the importance of community building. Policymakers
may benefit from understanding these determinants when shaping regulations to support the growth and sustainability of
crowdfunding platforms. Moreover, fostering an environment that encourages transparent communication and trust-building
between creators and backers is essential for the continued success of crowdfunding initiatives. In conclusion, this research
enhances our understanding of crowdfunding dynamics and provides practical implications for stakeholders in the field. By
identifying key success factors, the study contributes to the refinement of crowdfunding practices and offers insights that can inform
strategic decision-making for both project creators and backers. The findings not only advance academic discourse but also have
practical applications, shaping the future trajectory of crowdfunding as a viable and dynamic fundraising model.
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