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This study focuses on addressing current issues 
in China's equity crowdfunding practices. By 
harnessing blockchain technology, it can serve as 
a secure and cost-effective solution for registering 
stocks and shares in crowdfunded firms. 
Blockchain simplifies equity transactions in 
crowdfunding, enhancing their liquidity and ease 
of transfer. It enables direct peer-to-peer 
interactions between investors and 
entrepreneurs, addressing regulatory compliance 
and fund security concerns. Blockchain can be 
utilized to create a transparent voting system for 
crowdfunders, empowering them in corporate 
governance and safeguarding the interests of 
small investors. Additionally, it aids regulators in 
monitoring market conditions and supporting 
regulatory efforts, including investor 
management and anti-money laundering 
measures.  
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INTRODUCTION  
Crowdfunding, a dynamic financial model that has emerged in recent 

years, represents a transformative departure from traditional avenues of capital 
acquisition. It entails the collective support of a project or campaign by a 
diverse group of individuals, bypassing the conventional intermediaries such 
as banks and loan providers. This innovative funding approach relies on online 
platforms, where numerous small contributions converge to finance promising 
ventures. In the crowdfunding ecosystem, three key players—Contributors, 
Crowdfunding Platforms, and Project Managers—interact to fuel a myriad of 
creative and entrepreneurial pursuits. Prominent platforms like Kickstarter, 
Indiegogo, and MyStart have become synonymous with this novel funding 
paradigm.  

One of the most compelling virtues of crowdfunding lies in its 
unparalleled ability to rapidly amass the necessary capital. This accelerated 
fundraising owes its success to the ubiquity of the Internet and social media, 
which enable project founders to swiftly connect with a global audience. The 
inexorable march of network technology has positioned crowdfunding 
platforms as quintessential exemplars of internet-based finance. As the 
phenomenon of crowdfunding has matured, it has begun to infiltrate and 
augment numerous traditional financial methods, enhancing the financial 
landscape.  

Yet, amid the burgeoning growth in crowdfunding's data scale, a stark 
incongruity persists—the benefits harnessed from this wealth of data have not 
kept pace with its exponential expansion. As we embark on this review, we 
delve into the intricate web of crowdfunding, exploring its manifold facets, 
evolution, and the intriguing challenges and opportunities it presents.  
 

THEORETICAL REVIEW 
Crowdfunding has transformed the way individuals and businesses 

raise capital, allowing them to reach a wider audience and access funding from 
diverse sources. However, traditional crowdfunding platforms often involve 
intermediaries, fees, and lack transparency. This is where blockchain 
technology comes in, revolutionizing crowdfunding by providing a 
decentralized, transparent, and secure framework for fundraising. Blockchain, 
at its core, is a distributed ledger technology that records transactions across a 
network of computers. Each transaction is stored in a "block" and linked in a 
"chain," ensuring transparency and immutability. When applied to 
crowdfunding, this technology offers several compelling advantages. One of 
the fundamental benefits of blockchain-based crowdfunding is transparency. 
Every contribution made to a campaign is recorded on the blockchain as a 
smart contract. This means that backers can easily verify where their funds are 
going and how they will be used, reducing the risk of fraudulent campaigns 
and enhancing trust between creators and backers.  
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METHODOLOGY 
This type of research is a type of qualitative research, specifically data 

that is raw material that needs to be reprocessed to produce information or 
insights, both qualitative and quantitative data Quantity shows the truth. This 
study used a literature review to systematically examine previous articles to see 
how they correlated with current research. The results show the relationship 
between all the independent variables and the dependent variable.  In human 
resource management research, there is no research framework similar to this 
article, and the hypotheses of this study are rare in previous studies. 
 
RESULTS AND DISCUSSION  

Security is another critical aspect. Blockchain's cryptographic features 
make it highly secure. Contributions made in cryptocurrencies are protected 
from hacking and fraud, offering a level of security that traditional financial 
systems struggle to match. The decentralization aspect of blockchain is perhaps 
its most transformative feature in crowdfunding. Traditional platforms rely on 
centralized intermediaries to process transactions and ensure trust. In contrast, 
blockchain crowdfunding operates on a decentralized network of computers. 
This means there's no need for a middleman, reducing fees and allowing 
backers to have direct control over their funds.  

Global accessibility is another advantage. Blockchain-based 
crowdfunding transcends geographical boundaries. Anyone with an internet 
connection and a cryptocurrency wallet can participate, making it easier for 
projects to attract backers from around the world. This global reach can 
significantly enhance fundraising opportunities for creators.  

Certainly, here are the first four types of blockchain:  
1. Public Blockchains: Public blockchains are open and permissionless 

networks where anyone can participate. They are decentralized, secure, 

and typically use cryptocurrency as an incentive for network 

participants (miners/validators). Examples include Bitcoin and 

Ethereum. Public blockchains are often used for cryptocurrencies and 

decentralized applications (dApps).  

2. Private Blockchains: Private blockchains are restricted networks where 

only authorized participants can join. They are commonly used by 

organizations, such as businesses or consortiums, for internal purposes. 

Private blockchains offer more control, privacy, and scalability 

compared to public blockchains. Platforms like Enterprise Ethereum and 

Hyperledger Fabric are used to create private blockchains.  

3. Consortium Blockchains: Consortium blockchains are semiprivate in 
nature, as they are controlled by a group of organizations rather than a 
single entity. These organizations work together to validate transactions 
and maintain the network. Consortium blockchains provide a balance 
between decentralization and control and are often used in industries 
like supply chain management and finance.  

4. Hybrid Blockchains: Hybrid blockchains combine elements of both 

public and private blockchains. They may offer certain public-facing 
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aspects for transparency and accessibility while maintaining a private, 

permissioned core for sensitive transactions. This hybrid approach can 

cater to a wider range of use cases. 

 
Figure 1. Types of blockchains  

Tokenization, a concept intrinsically tied to blockchain, plays a pivotal 
role in crowdfunding. Instead of traditional rewards or equity-based 
crowdfunding, backers receive tokens representing ownership or specific rights 
within the project's ecosystem. These tokens may appreciate in value as the 
project succeeds, offering backers a potential return on investment. Smart 
contracts automate various aspects of crowdfunding. They can dictate when 
funds are released, ensuring that creators meet predetermined milestones 
before receiving the funds. This automation reduces the need for manual 
intervention and enhances trust between backers and creators.  The 
immutability of blockchain records is a powerful feature. Once a transaction is 
recorded on the blockchain, it cannot be altered or deleted. This permanent and 
auditable record ensures that all contributions and transactions remain 
transparent and trustworthy.  

Blockchain-based crowdfunding also has the potential to reduce fees. 
Traditional platforms often charge fees for their services, which can eat into the 
funds raised. With blockchain, the elimination of intermediaries and automated 
processes can lead to cost savings for both creators and backers. Furthermore, 
blockchain crowdfunding can extend beyond traditional campaigns. It 
facilitates the creation of tokenized ecosystems where backers not only fund a 
project but also gain access to a network of services, products, or experiences 
tied to the project's tokens. This broader ecosystem can increase engagement 
and long-term support for projects. However, it's important to acknowledge the 
challenges associated with blockchain crowdfunding. Regulatory compliance is 
a significant hurdle, as different countries have varying regulations regarding 
cryptocurrencies and securities. Creators and backers need to navigate these 
regulations carefully to avoid legal issues. 

Hence crowdfunding using blockchain represents a transformative 
evolution of traditional fundraising methods. Its transparency, security, 
decentralization, and global accessibility make it an appealing option for 
creators and backers alike. The potential for tokenization, smart contracts, and 
cost savings further enhance its appeal. However, regulatory challenges, 
cryptocurrency volatility, and the need for education must be carefully 



International Journal of Global Sustainable Research (IJGSR)  
Vol.1, No.2, 2023: 241-250 
                                                                                           

  245 
 

addressed to fully unlock the potential of blockchain-based crowdfunding. 
Despite these challenges, it offers an innovative and potentially more 
democratic way of raising funds for a wide range of projects and startups, 
opening new avenues for innovation and collaboration on a global scale. 

Crowdfunding using blockchain technology combines the principles of 

crowdfunding with the security, transparency, and efficiency of blockchain 

technology. The idea is to leverage blockchain to create a decentralized, 

trustless, and secure platform for raising funds. One of the fundamental 

concepts of crowdfunding using blockchain is the creation of digital tokens. 

These tokens are essentially digital assets that represent ownership or 

participation in a project. They can take various forms, such as equity tokens 

for startups, utility tokens for accessing a project's services, or security tokens 

that comply with relevant regulations. Tokenization simplifies the fundraising 

process by replacing traditional methods of recording contributions and 

distributing rewards with a secure and automated system.  

Blockchain technology allows for the creation of decentralized 
crowdfunding platforms. Unlike traditional crowdfunding platforms that are 
centralized and rely on a single entity to manage the process, blockchain-based 
crowdfunding operates on a network of computers distributed around the 
world. This decentralization eliminates the need for intermediaries, reducing 
associated fees and the risk of fraud. Smart contracts, self-executing contracts 
with the terms of the agreement directly written into code, can be used to 
automate various aspects of the crowdfunding process, including fund 
disbursement and reward distribution.  

 
Figure 2. System Architecture 

Transparency is a hallmark of blockchain technology. All transactions 
and data on a blockchain are recorded on a public ledger that anyone can 
access and verify. This transparency is a critical factor in building trust among 
participants in a crowdfunding campaign. Contributors can monitor and verify 
how their funds are being used, while project creators can showcase their 
accountability by providing real-time updates on project progress.  

Security is a paramount concern in the world of crowdfunding. 
Blockchain technology offers robust security features, including cryptographic 
encryption and decentralized data storage. Contributions and sensitive 
personal information are less vulnerable to hacking or mismanagement, 
providing both contributors and project creators with a higher level of 
confidence in the platform. Blockchain-based crowdfunding platforms are 
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accessible to anyone with an internet connection, regardless of their geographic 
location. This global accessibility democratizes the fundraising process, 
enabling contributors from around the world to participate in projects that 
align with their interests or investment goals. Contributors to blockchain-based 
crowdfunding campaigns often receive tokens in return for their support. These 
tokens may represent equity in a startup, access to a project's services, or other 
types of value. What makes these tokens unique is their tradability on 
cryptocurrency exchanges, potentially providing contributors with an option to 
sell or trade their tokens if they wish to exit their investment.  

 
Benifits Behind Crowdfunding using Blockchain  

Certainly, here are some additional aspects and benefits of 
crowdfunding using blockchain:  

1. Tokenization of Assets: Beyond just crowdfunding campaigns, 
blockchain enables the tokenization of various assets, such as real estate, 
art, or company shares. This allows for fractional ownership and makes 
traditionally illiquid assets more accessible to a broader range of 
investors. 

2. Liquidity and Trading: Blockchain-based crowdfunding  tokens can be 
traded on cryptocurrency exchanges, providing liquidity to backers who 
may want to sell their tokens before the project's completion. This 
liquidity can attract more investors.  

3. Cross-Border Transactions: Blockchain's borderless nature simplifies 
cross-border crowdfunding. Backers and project creators can engage in 
transactions without concerns about currency conversion or 
international transfer fees.  

4. Automated Governance: Some blockchain platforms offer decentralized 
governance mechanisms. Backers can use tokens to vote on project 
decisions, helping to ensure transparency and alignment with the 
project's objectives.  

5. Access to a Tech-Savvy Community: Blockchain crowdfunding often 
attracts a tech-savvy community of backers who are interested in 
innovative projects and technologies. This can provide valuable 
feedback, expertise, and networking opportunities. 

6. Reduced Counterparty Risk: Traditional crowdfunding platforms may 
face risks related to the management of funds and project execution. 
Blockchain's smart contracts can automate fund release based on 
predefined conditions, reducing counterparty risk.  

7. Funding for Diverse Projects: Blockchain crowdfunding can be used for 
a wide range of projects, including blockchain-based startups, social 
impact initiatives, creative arts, and more, as long as there is a clear 
value proposition for backers.  

8. Regulatory Challenges: While blockchain crowdfunding offers many 
advantages, it also faces regulatory challenges. Different countries have 
varying regulations regarding cryptocurrencies and securities, making 
compliance a complex issue.  
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9. Need for Education: Both project creators and backers need to 
understand how blockchain and cryptocurrencies work to participate 
effectively in blockchain crowdfunding. Education and user-friendly 
interfaces are essential for widespread adoption.  

10. Volatility Concerns: Cryptocurrencies are known for their price 
volatility. Project creators and backers should be aware of the potential 
for significant value fluctuations in the tokens they use for 
crowdfunding. 

11. Evolving Ecosystem: The blockchain crowdfunding ecosystem is 
continually evolving, with new platforms, standards, and technologies 
emerging. Staying up-to-date with the latest developments is crucial for 
participants.  
Hence Blockchain-based crowdfunding offers a promising avenue for 

fundraising and democratizing access to investments and project funding. 
However, it's essential to approach it with an understanding of both its 
advantages and challenges, especially in a rapidly changing regulatory 
landscape. 
 
Challenges and Limitations of Crowdfunding using Blockchain Technology  

1. Lack of Regulation: The regulatory environment for blockchain 
crowdfunding is still evolving, and it varies from one jurisdiction to 
another. The lack of clear regulations can create uncertainty for both 
project creators and backers. 

2. Investor Protection: Due to the decentralized nature of blockchain 
crowdfunding, there may be limited recourse for investors in case of 
fraud, mismanagement, or project failure. Traditional crowdfunding 
platforms often have mechanisms in place to protect investors.  

3. Volatility: Cryptocurrencies, which are commonly used for blockchain 

crowdfunding, are known for their price volatility. The value of 

contributions can fluctuate significantly, impacting the funds raised and 

potentially causing losses for backers.  

4. Technical Barriers: Many potential backers may not be familiar with 

blockchain technology and cryptocurrencies, which can create a barrier 

to entry. Education and userfriendly interfaces are essential to onboard a 

broader audience.  

5. Limited Refunds: Once contributions are made on the blockchain, they 

are typically irreversible. In traditional crowdfunding, backers can often 

request refunds within a certain timeframe, but this is not as 

straightforward with blockchain-based contributions.  

6. Scams and Fraud: While blockchain provides transparency, it doesn't 

eliminate the risk of fraudulent campaigns. Scammers can still create 

deceptive projects, and backers must exercise caution when evaluating 

opportunities. 

7. Lack of Intermediaries: While the removal of intermediaries is an 

advantage, it can also be a limitation. Intermediaries on traditional 

crowdfunding platforms often provide dispute resolution, customer 
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support, and due diligence services, which can be absent in blockchain 

crowdfunding. 

8. Limited Platform Options: Blockchain crowdfunding platforms are still 

relatively few in number compared to traditional platforms. This limited 

choice can restrict the range of projects available for backers to support.  

9. Complex Smart Contracts: Creating and managing smart contracts for 

crowdfunding campaigns can be complex, and errors in the code can 

lead to unintended consequences or security vulnerabilities.  

10. Token Liquidity: While backers receive tokens in exchange for their 

contributions, the liquidity and market for these tokens may be limited, 

making it challenging to sell or trade them, especially for smaller 

projects.  

In summary, while blockchain-based crowdfunding offers numerous 

benefits, including transparency, decentralization, and reduced fees, it also 

faces limitations and challenges related to regulation, investor protection, 

volatility, technical barriers, and the potential for scams. As the technology and 

regulatory landscape continue to evolve, these limitations may be addressed 

over time, making blockchain crowdfunding a more robust and accessible 

fundraising method.  

CONCLUSIONS AND RECOMMENDATIONS 
Online crowdfunding serves as a powerful tool, empowering 

individuals to gather financial support for their projects. Enthusiastic 
contributors can participate by making secure online transactions, channeling 
their funds to the project manager responsible for project completion or 
product development.  

The infusion of blockchain technology into crowdfunding is a relatively 
nascent concept globally. The world is still adapting to the intricacies of 
blockchain and cryptocurrencies, which will likely require a few more years for 
Ethereum-based decentralized applications (DApps) to gain widespread 
recognition and acceptance. In this evolving landscape, comprehending a 
blockchain-based crowdfunding application can be a formidable challenge for 
many.  

However, the proposed crowdfunding platform built on blockchain 
introduces a revolutionary approach to crowdfunding. It promises enhanced 
transparency through decentralized transaction records. In essence, this project 
not only offers a lesson in funding mechanisms but also presents a more secure 
and efficient means of raising capital. 

Ultimately, the aspiration is to simplify the journey of bringing ideas to 
life by offering a crowdfunding application that is both user-friendly and 
safeguarded by blockchain technology.  

 
FURTHER STUDY 

To achieve the research objective, the variables of this study, which are 
believed to have a positive influence, are highlighted by presenting scientific 
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results, and this scientific article reinforces these results. Current search results 
use search variables as search objects. Scientific article, we see that there are a 
number of other variables that can be used in more in-depth or in-depth 
research. 
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