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MOTIVATION
 Interesting Question

 Financial Economics Literature: Horse versus jockey dilemma 
and the definition of the firm / project

 Real World 
 “I invest in people, not ideas“ - Arthur Rock
 Don Valentine, stated that in Sequoia they were looking for large 

growing markets first, and for the team later

 Crowdfunding
 Kickstarter

 Interesting Lab
 Leading crowdfunding platform
 Over 20,000 projects
 Al or nothing – clear definition of success

 Seed Financing 
 life or death of a venture

 Text Mining Approach



RESEARCH QUESTIONS

1. Do entrepreneurs design the emphasis on the 
entrepreneur/ venture differently in their 
fundraising pitch?

 How to quantify it?
 What may affect their choices?

2. Does pitch design affect investors and change 
the fundraising success ?

 The probability of success? Overall or certain types of 
projects?

 How many investors invest in the venture?



OUTLINE

 Crowdfunding
 Kickstarter
 Our Data
 Estimation method
 Results
 Robustness tests
 Conclusion
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CROWDFUNDING

 A funding mechanism, which leverages the internet
and social networks, in order to raise small amount of
funds from a large number of investors

 Massolution, a research company that specializes in
crowdfunding, indicated that as of April 2012, there
were 452 crowdfunding platforms active worldwide.

 Massolution collected data from about 170 platforms
during 2011, and they collectively raised 1.5 billion
dollars and funded more than one million campaigns

 Massolution indicated that during 2012 worldwide
crowdfunding volume reached $2.7B raised from over
1.1M campaigns



CROWDFUNDING

(1) The reward model
(2) The pre-purchase model
(3) The lending model
(4) The equity model
(5) The donation model



CROWDFUNDING
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KICKSTARTER

 Leading crowdfunding platform
 http://www.kickstarter.com/

0

200

400

600

800

1000

1200

0

2000

4000

6000

8000

10000

12000

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33

N
um

be
r 

of
 P

ro
je

ct
s

D
ol

la
rs

Months Since Inceptions

Pledged by Project
Goal per Project
Number of Projects

Successful 
projects

Overall



DATA

 (April 2009-March 2012): 

 16,641 successful projects
 4,128 failed projects (***)
 22,274 entrepreneurs
 1,108,233 investors
 Investments that sum to more than 120 million 

dollars. 



DESCRIPTIVE STATISTICS

Main
Category

# of 
projects

% Pledged 
per 

project

% of total 
pledged

Art 19,001 92% 5,226 79%
Games 584 3% 4,910 4%
Technology 1059 5% 21,492 17%





QUANTIFYING METHOD

 How to quantify the “Horse versus Jokey” 
dilemma?



TEXT MINING

 What we count?
 (1) Name of the entrepreneur if single, or (2) first 

name if group, or (3) organization name (band, 
company, group etc)

 Robustness test

 According to what do we count?
 Number of mentions of the entrepreneur name in the 

“About” section
 Number of mentions in the first 100 words
 Title of the project



ADVANTAGES AND DISADVANTAGES

Advantages:
 VERY LARGE scale estimation (20K+ pitches)

Disadvantages (potential biases):
 May overlook cases such as: “I”, “He”, “We”
 Does not take sentence interpretation into 

account (long paragraphs versus short)
 Large number of counts does not necessarily 

mean that the project’s idea is not thoroughly 
described as well

 Next: Results + Robustness tests



ROBUSTNESS TEST - HUMAN

 100 technology oriented workers and managers 
from a large high tech organization
 62% men
 More than half had an MBA degree

 100 entrepreneurial pitches
 50 Technology and 50 Art (dance)
 Random projects from top and bottom quadrants
 Each rated 5 pitches – total 500 evaluations

 Similar in its spirit to Ravina (2008) and Duate
et al (2012)



ROBUSTNESS TEST - HUMAN
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ROBUSTNESS TEST - HUMAN

 Negative correlation with the degree of emphasis 
on the project

 Results hold for Art and for Technology 
separately

3. Please rate the degree of emphasis on the project

in the project page.
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Not
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Very

emphasized



WHAT MAY AFFECT MENTIONS

 Reputation
 Experience
 Success

 Industry
 13 separate categories -> 3 industries: Art, Game and 

Technology
 Funding Goal
 Video
 Patents
 US based





MEASURING AND ESTIMATING SUCCESS

 What is considered a “success”?
1. Reaching the funding goal
2. % pledged
3. # Investors
 What may affect “success”?

 Industry
 Funding goal
 Video
 Reputation
 Patent
 Number of mentions
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TECHNOLOGY VERSUS ART



FAMILY, FRIENDS AND SERIAL INVESTORS

 Less sensitive to mentions?
 How to quantify family and friends?

 Family – the same last name as the entrepreneur
 Early investors – the first 20 that fund the project

 Serial investors care less about mentions

Same last name Not
0.508 0.709

First 20 Not
0.782 0.892



LARGE PROJECTS, SMALL PROJECTS AND
SOCIAL NETWORK

 Top 10% of goal set – less emotional decisions
 Our results hold

 Bottom projects (low 80%, 90% etc) – is it really 
the number of mentions or the entrepreneur?
 Our results hold

 Self-mentioning is highly correlated with the 
entrepreneurs' reputation (outside of 
Kickstarter)?
 Subsample (500): Facebook, Twitter
 No relation 



TO SUM

 Crowdfunding
 Kickstarter
 Textmining approach with human validation
 Mentions matter – Especially for “Art projects”







Table 13 
Multinomial Regression of Success Vs. Pitch Attributes 

This table presents the estimated coefficients of multinomial regression of antecedents on 
funding outcomes 

  Artistic Technological 
( 0 = Fail is the base outcome )     

 1=Successful Pledge up to 110% of the Goal (1) (2) 
More than Two Mentions 0.689*** 0.028 

(0.103) (0.415) 

Goal -0.000*** -0.000*** 
(0.000) (0.000) 

Previous Successes of Entrepreneur 0.035 -0.591 
(0.047) (0.493) 

Video on The Project Page 0.814*** 0.382 
(0.054) (0.250) 

Total Words in the About Section 0.000 0.000 
(0.000) (0.000) 

Available Links to Websites by the Entrepreneur -1.512*** -1.161*** 
(0.046) (0.205) 

US Based Project -0.154 -0.764* 
(0.097) (0.419) 

Constant 1.285*** 0.709 
  (0.111) (0.481) 

 
2=Success over 110% (3) (4) 

More than Two Mentions 0.804*** 0.123 
(0.103) (0.311) 

Goal -0.000*** -0.000*** 
(0.000) (0.000) 

Previous Successes of Entrepreneur 0.103** 0.188 
(0.044) (0.158) 

Video on The Project Page 0.771*** 0.850*** 
(0.054) (0.207) 

Total Words in the About Section 0.001*** 0.001** 
(0.000) (0.000) 

Available Links to Websites by the Entrepreneur -1.342*** -1.054*** 
(0.047) (0.165) 

US Based Project -0.163* -0.948*** 
(0.098) (0.329) 

Constant 1.282*** 1.255*** 
(0.112) (0.384) 

Pseudo R2 0.063 0.070 
Observations 19,001 1,059 
 


