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Feasibility of the Crowd Funding Platforms for Start-Ups
: With Focus on Information Goods

Jeon, Seongmin®
Abstract

This study attempts to review the theories and related literatures on crowd funding and build the framework to understand the core
concepts of crowd funding. In addition, I explore the applicability of crowd funding platforms for start-ups. For this purpose, I analyze
the framework based on the life cycles of projects on crowd funding with the components of stake-holders. Furthermore, 1 review the
results of previous outstanding literature on pros and cons of crowd funding to identify the applicability of crowd funding for start-ups.
The results show that the use of crowd funding platform alleviates the risks involved with the information goods which occupy major
portion of the projects listed on crowd funding have unique cost structure with high fixed cost and very low variable cost. Consequently,
crowd funding is identified as a platform for start-ups of information goods by leveraging the wisdom of crowd. However, crowd funding
may not work as an effective platform for start-ups if group thinking emerges. The study provides an implication that it provides a
framework for understanding crowd funding and its applicability for start-ups, which can support government’s policy for creative
economy. Additional empirical research analyzing the data on the projects listed on crowd funding platforms in Korea will be performed

in the succeeding study.
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