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Abstract

Rewards-Based Crowdfunding has recently received increasing academic
attention. It has been conceptualised as a source of finance that has reshaped
the funding cycle. However, little is known about the lived experience of
entrepreneurs using it to start a venture. In comparison to other, more
traditional sources of finance, the monetary values raised are relatively small,
and successful campaigns rely on a wide network of contacts on social media,
who act co-creatively. Moreover, empirical research has largely used data
collected by online platforms, resulting in a narrow focus on campaign success,
rather than insights into enactment of the phenomenon. Therefore, research on
the lived experience of entrepreneurs engaged in this phenomenon can
contribute strongly to the advancement of the field. Drawing on six cases in the
UK, this thesis employs an interpretivist, hermeneutic approach, adopting a
sensemaking lens. Utilising in-depth interviews, online archival research and
combined with the hermeneutic preunderstandings of the researcher, the study
sought to gain rich insights into the phenomenon.

The findings identify insights in three specific themes; (1) multi-dimensional
aspirations, (2) complementary resourcing and (3) the practice of
PHQWUHSUHQHXULQJY )JXUWKHU ITURP WKH KHUPHQHX
phenomenon, three approaches of seeking; (1) alignment, (2) sufficiency, and
(3) flexibility, comprise key influencers in enacting their ventures using the
phenomenon. The entrepreneurs have leveraged Rewards-Based
Crowdfunding to acquire patient cashflow, market-traction and #narketing
potential of persuasion “capital resources, hybrid activities which complement
financial resources. Further, the findings show that the entrepreneurs
leveraged alignment to increase the speed of tie formation and their ties are
complex and dynamic. The identification of such approaches are significant
theoretical contributions the thesis makes to resource theory, network tie theory
and the broader Rewards-Based Crowdfunding literature. Furthermore, the
study makes a general contribution to the study of the lived experience of
entrepreneurial venture enactment. Future research should build on the
insights, taking a contextual approach.
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Chapter 1 Introduction; Rationale for the research

Chapter 1 Introduction

1.1 Rationale for the research

Crowdfunding Online is a new phenomenon that is said to be changing the
landscape of access to finance for new entrepreneurial ventures (Belleflamme,
Lambert, & Schwienbacher, 2014). The amounts being raised are growing
significantly. Predictions by the World Bank for 2025 suggest a market potential
of US$93Billion, 1.8 times the total 2012 global venture capital figure (World
Bank, 2013) and so may become an important part of the market for finance in
the future. Some business models used for Crowdfunding include those based
on existing modes of finance such as equity and debt. An emerging business
model is Rewards-Based Crowdfunding, where pledges are rewarded with a
product or service. This model links the backer directly with the project owner,
and so potentially providing more value than money. There has been a growing
volume of research seeking to understand how to create a successful
crowdfunding campaign, why entrepreneurs are motivated to use crowdfunding
and how to manage the campaign (Macht & Weatherson, 2015). The most
common factor researched by far is campaign success, followed by industry
factors, using secondary data, in most cases collected from platform websites
(Green, Sukumar, & Pandya, 2017). There is a gap in crowdfunding research
from the context of the lived experience of the entrepreneur creating a venture
and how new ties give access to resources to mitigate the liabilities of
smallness and newness. Literature on firms aiming at a stock market listing is
more common, although the occurrence is exceptional. Literature about the
much more representative and typical low growth small ¢ UIB scarce
(Kolvereid, 1992; McKelvie & Wiklund, 2010). This research seeks to contribute
to the literature on rewards-based crowdfunding by understanding the lived
experience of the entrepreneur using rewards-based crowdfunding in the
context of the micro-foundations of nascent ventures. It seeks to understand
their ambitions and how the entrepreneurs make sense of the process of
creating the campaign and obtaining network ties. It seeks to understand the
sensemaking of resources available from family, friends, and the network,
through creating a rewards-based crowdfunding campaign. This exploratory

research interviewed six participants and drew data from their rewards-based
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Chapter 1 Introduction; Growth of Crowdfunding since Global Financial Crisis

funding campaign. These people who had modest ambitions were at the micro-
foundations of venturing and were using crowdfunding in that process. They

raised several issues not considered in previous research.

1.2 Growth of Crowdfunding since Global Financial Crisis

Crowdfunding has grown rapidly in the last decade in the aftermath of the global
financial crisis (Harrison & Baldock, 2015; Short, Ketchen, McKenny, Allison, &
Ireland, 2017). In 2008 there were only 13 platforms in Europe but by 2014
there were 539 and 1250 worldwide (Dushnitsky, Guerini, Piva, & Rossi-
Lamastra, 2016). The World Bank suggests that crowdfunding could exceed
$300 billion in cumulative transactions by 2025 (Short et al., 2017). Factors
driving the growth include the rise of Web 2.0 technology, providing global
accessibility and community development goals (Beaulieu, Sarker, & Sarker,
2015; Block, Colombo, Cumming, & Vismara, 2018; Bruton, Khavul, Siegel, &
Wright, 2015). However, national boundaries are significantly influencing the
development of the phenomenon (Dushnitsky et al., 2016), so it is, therefore,

important to study the phenomenon within geographic contexts.

Many scholars refer to crowdfunding as providing alternatives for providing seed
capital for entrepreneurship (Belleflamme et al., 2014; Bruton et al., 2015), yet
the crowdfunding phenomenon incorporates existing forms of finance such as
equity (Bruton et al., 2015) which are heavily regulated and are both difficult
and, for many reasons, are undesirable forms of finance for many businesses
(Fraser, Bhaumik, & Wright, 2015). The different models of finance included
under the phenomenon of crowdfunding are equity, debt, rewards and donation
and each represents a different form of exchange (Beaulieu et al., 2015).

These models are briefly reviewed before considering the various aspects of

rewards-based crowdfunding.

1.3 Importance of new and small firms in the UK

Despite the concentration of research on high-growth firms (Coad, Daunfeldt,
Holzl, Johansson, & Nightingale, 2014; Neergaard & Ulhgi, 2007, p. 26) and on
the exceptions that survive (Aldrich & Martinez, 2001), in 2016 in the UK 99% of

firms were small and 76% were sole-traders (Department for Business Energy
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and Industrial Strategy, 2016). The population of private firms in the UK has

grown from 3.5 million in 2000 to 5.5 million in 2016, (see|Figure 1-1) with the

proportion of small firms remaining at over 99% throughout that period

(Department for Business Energy and Industrial Strategy, 2016).

Figure 1-1 Growth in the number of UK private sector businesses by size band
2000 to 2016

Source Department for Business, Energy and Industrial Strategy, 2016

Further to this, according to a UK Government report, self-employment is at an
all-time high at 4.6 million, with people proactively choosing this route for
work/life balance reasons (Deane, 2016). Given these demographics, it means
that a very high proportion of firms remain small, with only 3% of firms growing
beyond 100 employees (Aldrich & Martinez, 2001; Wright, Roper, Hart, &
Carter, 2015).

The transition from 'nascent entrepreneur’ to 'fledgling firm' is a complex and
chaotic journey, those 'fledglings' being small and short lived (Aldrich &
Martinez, 2001); only around half of founders successfully create organisations
that appear in public records (P. S. Johnson, Parker, & Wijbenga, 2006), and
more recent research shows that around 75% #80% of new firms will close
within ten years (Wright et al., 2015). This has been accredited to inabilities to
overcome the liability of newness and smallness (Anderson & Ullah, 2014;
Stinchcombe, 1965).

Some scholars argue that encouraging poor perform L Q J 3 @vEighGhecessity
HQWUHSUHQHXUV® LV EDG SROLF\ DV \(RKBtawD& H QHW G|
Mason, 2017; Shane, 2009). Yet other research highlights that when the
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statistical evidence is broken down, some micro businesses perform better than
sector averages in certain service related industries such as human health-
activities, education and social work (Dellot, 2015). Other research from the US
suggests that small businesses are critical to local communities providing
bespoke products and services, attractive to tourists, revitalise high streets and

provide role models to future entrepreneurs (Roberts & Wortham, 2018).

Research into entrepreneurial finance often assumes the goal of entrepreneurs
is to go public through an Initial Public Offering (IPO) or selling out to a large
corporation (Bellavitis, Filatotchev, Kamuriwo, & Vanacker, 2017). Yet whilst
many studies are devoted to the issues of financing these high growth firms,
through sources such as Venture Capital (VC), often looking at supply side
issues and predominantly focussing on American firms, there are few studies
that consider the early stages of those with alternative growth patterns (Fraser
et al., 2015; Paré, Rédis, & Sahut, 2009). Abdulsaleh and Worthington (2013)
argue that SMEs differ significantly from large firms in terms of their financial
decisions and behaviour. Bellavitis et al. (2017) point out that that research
findings on both large and small firms cannot simply be generalised to new
firms. Amounts invested in each high growth firm may be perceived as
significant and so worthy of academic interest, yet the overall number of new
firms is significant. Research by the Global Entrepreneurship Monitor (GEM)
suggests that worldwide Venture Capital finance represents $21.2 billion
invested in 2,514 firms, compared to $1,078 billion of informal investment in
millions of newly created companies (Paré et al., 2009).

Given the demographics of firms in the UK showing that over 99% remain small,

it is not clear why the taken-for-granted assumption is a goal of public

ownership. Research suggests that few achieve the hyperbole of the hero

entrepreneur (Jones, Macpherson, & Jayawarna, 2014; Watson, 2013) and

most firms are not innovative but are replications of the familiar (Shaver, 2005,

p. 361). Some proactively eschew the dominant goals of profit maximising and
JURZWK LQ IDYRXU RI EHLQJ 36PDOO *LDQWV™ ZLWK JU|
connection to communities (Feldman, 2014) or proactively choosing lifestyle or

social roles (Bredvold & Skalén, 2016; Stokes & Wilson, 2010, p. 225).

Schwienbacher (2007) categorizes entrepreneurs into three types - lifestyle,

serial, and pure profit maximizing - and finds the category of entrepreneur
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affects the source of financing pursued. Yet beyond this, little is known about
the initial stages of ventures, how they make their financial choices and how
that contributes to survival (Abdulsaleh & Worthington, 2013). Aldrich and Yang
(2014) argue what is needed to understand the survival of emergent ventures is
process orientated studies from the very earliest days.

A further key aspect for new firms is their desire to acquire knowledge to
support the establishment of the firm, through intangible resources provided by
experienced individuals. Few early stage entrepreneurs have knowledge in all
aspects needed to scale their business to a stable point and the current
availability of new sources such as accelerators and incubators, with their
combined offer of funding and a mentor, has extended the perceived options
available (Bellavitis et al., 2017). Research by NESTA (Dee, Livesey, Gill, &
Minshall, 2011) shows that access to accelerators is attractive. Entrepreneurs
using these facilities access them partly for the funding available, but mainly for
the mentoring and connections, the quality of which was difficult to replicate
outside the accelerator (Dee et al., 2011; McDonald, Ching Gan, Fraser, Oke, &
Anderson, 2015). Similarly, business angels are acknowledged to play a vital
role in the development and growth of new ventures, in terms of both the
financial capital they invest as well as offering their business skills and personal
networks they have acquired throughout their professional lives (Politis, 2008).
YXUWKHU LQ SRSXODU FXOWXUH WKH SRSXODULW\ RI
whilst somewhat distorting the everyday entrepreneurial practices, serve to
raise awareness of the skills of successful entrepreneurs (Swail, Down, &
Kautonen, 2014), building perceptions of the added value of these skills.
However, access to these added value services, from accelerators or angels, is
restricted to specific sectors, often technology, or to high growth firms with exit
opportunities for financial return (Bellavitis et al., 2017; Dee et al., 2011;
McDonald et al., 2015; White & Dumay, 2017).

Thus, the growth and contribution of new and small firms to the UK economy is
significant, yet there is limited understanding of how they mobilise their finance
and resource needs during the initial stages. Given the potential alternative
growth trajectories and the influence this may have on their access to finance, it

is important to understand these contextual aspects relating to new firms that
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are seeking finance from RBCF. These issues are explored further as part of

the literature review.

1.4 An overview of Rewards-Based Crowdfunding

In rewards-based crowdfunding (RBCF), money is exchanged for products or
services, but it is the model of exchange that has brought innovative features.
For instance, the largest existing provider is Kickstarter fbased in the United
States. Projects are presented on the website for a limited number of days, and
pledges are made for a range of rewards such as a finished product,
merchandise or participation at an event (Colombo, Franzoni, & Rossi-
Lamastra, 2015). Average amounts raised are relatively small at around $8,800
(Hauge & Chimahusky, 2016). Evidence from the Kickstarter platform shows
that 56% of successful projects raise between $1000 and $10,000 (Kickstarter,
2019). This is raised from a large number of backers each contributing small
values (Colombo et al., 2015; Hobbs, Grigore, & Molesworth, 2016). For
instance, for campaigns for Filmmaking, the most common reward tier chosen is
$25 (Hobbs et al., 2016). Project creators can communicate with backers
through forums on the RBCF websites and use social networking sites (SNS)
(Smith, Smith, & Shaw, 2017) to create a sense of community (Beaulieu et al.,
2015). The dynamics of RBCF combined with the use of SNS mean that
beyond the financial aspect, having a large number of backers is valuable for
their constructive feedback, providing product validation and for their active
participation as evangelists for the project on SNS, which keeps marketing
costs down (Belleflamme & Lambert, 2014; Mollick, 2014; Stanko & Henard,
2017). Given these innovative features of small value, large numbers of
backers that are in direct communication with project funders, RBCF has the
potential to provide an on-going, beneficial source of social capital, an element
of added-value over the money being obtained, although the direct relationship
can, in some circumstances, be detrimental (Colombo et al., 2015; Lehner,
Grabmann, & Ennsgraber, 2015). This is in sharp contrast to the institutional
debt suppliers, who now rely on data from credit scoring and evidence of
collateral to assess lending in order to reduce costs of due diligence (Baldock &
Mason, 2015; van der Schans, 2015). What is referred to as 'Relationship

lending' by banks, for SMEs, amounts to the supply of reports at arms-length

Page 6 of 307



Chapter 1 Introduction; Preunderstanding

rather than a personal relationship (Hernandez-Céanovas & Martinez-Solano,
2010).

Therefore, the relatively small amounts of funding obtained from multiple
backers in RBCF are perceived as difficult for institutional lenders to supply due
to the costs of due diligence. There is some added-value from the relational
aspects of RBCF, perhaps with more business benefits than that from family
and friends but perhaps not the quality that would be expected from an
accelerator or a business angel. Therefore, it warrants research into how
entrepreneurs make sense of the value they believe they would obtain from
RBCF compared to other sources of finance and how it does or does not meet

their needs.

1.5 Preunderstanding

This research draws on contemporary hermeneutics to develop an

understanding of the phenomenon in question. A full discussion of the reasons

for using this methodology is covered within the methodology chapter.

However, a critical aspect of the approach is engagement with pre-
XQGHUVWDQGLQJ 6SHFLILFDOO\ WKLV UHVHDUFK GUI
preunderstanding. For Heidegger, everything is encountered, and made sense

of, through the lens of our pre-understanding derived from our personal

experiences (Laverty, 2003). As such, we are not able to step aside from these
preunderstandings. In order to better comprehend these preunderstandings,
contemporary hermeneutics is associated with a deeply critical reflexive turn,

requiring examination of existing knowledge, beliefs and values (Prasad, 2002).

What is notable when considering preunderstanding is that it is referred to as

MELDVY DQG PSUHMXGLFHY ZRUGV WKDW HYRNH D QHJ
Spence (2017) argued that preunderstanding could both constrain and enable
understanding. Research is replete with examples of constraining bias, such as

cultural misunderstandings. In contrast, an example of where understanding

may be enabled is when research participants use technical language, jargon or

business terminology in ways that suggest further probing for meaning would

highlight interesting insights. Another might be building rapport with participants

through knowledge of cultural codes of conduct. For this research, | believed

that my lived experience gave some preunderstandings that might both enable
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and constrain the interpretation and understanding. These pre-understandings
are grounded in practice as opposed to academic lived experience. This
analytical approach was supported as viable in this context through conference
feedback (Green, Pandya, & Couch, 2018).

I have only minimal experience directly of using RBCF as a funder of projects.
This study is concerned with the experience of those that use RBCF to raise
funding during the start-up phase of their business. That said, as discussed in
the literature review, the interest is in RBCF as an alternative to other forms of
financial resource acquisition and how it relates to the participant § experience
of starting their venture. In this sense | have extensive lived experience. A
challenge | found in approaching the practice of reflexivity is that my own lived
experience covers decades and a variety of situations. To explain the
relevance of my lived experience | had considered a life history approach, yet
this seems unnecessarily indulgent and implies an approach that is criticised for
being self-absorbed. Thus, my approach to reflexion in relation to the topic is
focussed specifically on and presented within the findings. This is to keep the
reflexions directly relevant to the issues raised by the participants. Further, |
KDYH FKRVHQ WR XVH VRPH pFULWLFDO LQFLGHQWVTY I
illustrate my preunderstanding. The reflections are also guided by Spence
(2017), who encourages reflexive engagement with personal knowledge and

own assumptions through the following questions;
x How did you become interested in this topic?

x What is your experience of the phenomenon? Can you recall a story that

stands out for you?

My interest in this topic

In 2011 | become involved with a campaign group that was seeking to prevent a
grade II* listed building from being converted to rented flats. The building had a
continuous history of light manufacturingo U p/LW W O frord NSW H U V |
construction in 1877. A planning application was successfully challenged by the
group, who then set about creating a business that could purchase and restore

the building and provide a facility for continued use by craftspeople. A

! Local dialect for Master Craftsmen and associated with the cutlery industry.
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H&RPPXQLW\ % HQHILW 6RFLHW\Y ZDV IRUPHG WR DFKLF
EXVLQHVV VWUXFWXUH WKDW KDG LWV URRWYV LQ 8. O}
recently been revised?. This structure allows money to be raised in the form of

shares but has various legal restrictions that seek to create democratic

governance and community benefit. The group used this structure to raise part

of the finance needed for the purchase of the building, from nearly 500 local

people, one of the largest in the UK at the time. The promotion of the share

issue included extensive online activity. My role in all this included financial

modelling of the business plan, extensive research into the legislation and

creation of the share issue process. | also supported the negotiations with the
MSUFKLWHFWXUDO +HULWDJH )XQGT $+) IRU D ORDQ R
fascinated me about the project was the relationships with the people who

became shareholders, many of whom become either directly or indirectly

involved in activities. Activities included visiting on open days to be shown

around, volunteering for restoration projects, joining the managing committee

and organising events and fundraisers. The kind of sentiments that | heard

repeatedly from these people were pride, excitement, and passion.

I had become involved because of an enduring interest in the cooperative
sector of business and extensive work experience in senior positions in a
variety of organisations. My qualifications and long-term experience were as a
practising accountant with knowledge of cooperative structures. My previous
work experience had encompassed public, private and third sectors and had
been predominantly in finance roles but with project, governance, and strategy
responsibilities. Beyond work | have, since childhood, always volunteered in
many capacities, often for community activities. My interest is in
communitarianism, drawn from the work of Putnam (2000), Etzioni (1996), and
Sennett (2012) which emphasises the connection between community and
society. My involvement in this project was a curiosity as to why the
cooperative sector was limited in size and a keenness to learn from an inside

perspective, how such a business could be set up.

My emphasis is on curiosity and interest rather than passion. This is because

my experience before this project and indeed during this project found that

2 Cooperative and Community Benefit Societies Act 2014
www.legislation.gov.uk/ukpga/2014/14/contents Accessed 20 November 2017.
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despite the passion for the principles of the project, people held differing beliefs
and commitments as to how the preciously small financial resources could or
should be deployed. This occasionally created tension and division, even
though a guiding value was about working cooperatively for the community and
sometimes involved me directly. From this experience and others along similar
lines, | have learnt many things. One that strikes me as relevant in this study is
that some things are difficult to achieve but in dealing with that challenge | place

value on what is achieved.

The connection from this project to crowdfunding is partly in the activities
involved in promoting the shares to an audience using online social networking
sites (SNS) (Smith et al., 2017). It is also partly in my involvement in
negotiation with the AHF for the loan. The promotion activities were a
significant challenge to the whole group, not least because using SNS for this
purpose was new to all of us. Also, the concept of community shares had only
been used by a few other projects in the UK at the time, so there was little to
draw from. Crowdfunding, in its most recent form, also has connections to the
use of SNS, creating challenges in understanding how to use it to promote a

crowdfunding campaign.

The AHF loan negotiation became a challenge, not because of our project but
due to experience the AHF had with other community-based organisations.
They had in the past lent money and were at the time undergoing difficult times
themselves as the community-based groups had, after several years run into
financial difficulties and were struggling to repay loans. The AHF believed that
the competence of the people running these organisations was now
guestionable, and so were seeking assurances from our project that we
understood the long-term obligations and were preparing for them. The AHF is
D FKDULW\ VHW XlgaiyahdwxlEnsaRddetl atchitectural heritage 3,
and interestingly have a picture of our project on their mission webpage (which
now makes me feel quite proud of my role in influencing that perception). From
this and again, several other situations with a similar story, | believe that there
are many challenges in persuading others to commit their resources over a long

period of time, that are not simply about attributes but a complex process of

3 Mission of Architectural Heritage Fund as stated on the website|http://ahfund.org.uk/mission/|
accessed 27 September 2018.
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presentation. This presentation included understanding the mission of the AHF

and showing how our project was able to meet that mission.

This lived experience leads me to my first preunderstanding in this study. This
preunderstanding is to do with the idea that who you are and what you are
planning to do matters, when you want to communicate with and get
cooperation from others who can help you. Because of their mission, the AHF
was prepared to offer special terms for loans to community-based projects to
assist the start-up process i.e. no repayment for a year. But also, the
shareholders were providing their financial resources on terms that are unusual
compared to traditional finance. There is something about the relationship
between the parties that makes the transaction possible, in comparison to other
more traditional providers of finance. My hunch is that it has something to do
with the nature of the project and the future growth you envisage and not all

motives are purely driven by economic outcomes.

It also has something to do with the nature of the relationships being created.
From the start the project was promoted as community-based and working on a
cooperative model. It was promoted not just as a heritage project but one that
would involve education and the revival of a base for craftspeople. An
extensive business plan that projected the vision was made publicly available.
The aim was to attract shareholders that would provide finance but would be
prepared to accept the impact that the vision had on the finances. As discussed
above, many shareholders self-selected and took on a dual role as financiers
and providers of professional skills and time. This behaviour was welcomed
and emulates that seen in Business Angels who not only invest but also provide
a range of other knowledge, skills and connections. Further to this there had
been a campaign to reject the planning application and by the time the shares
were launched there was a substantial following on SNS and many people
visiting on open days. My second hunch is that seeking more pro-active
involvement was attractive but that providing a transparent plan for the future
was also important as was community engagement in advance, in attracting

shareholders.

When looking into crowdfunding a further aspect | noted was the suggestion
that the crowd becomes involved in the project. My experience of sourcing help

comes from numerous situations but in summary has been influenced by my
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financial practices and working in organisations that are heavily influenced by
public sector procurement practices. These involve rational economic
evaluation when procuring services, involving cost-benefit analysis which is
quite extensive, yet also ambiguity in choices that is inevitable. Within the
above project the group identified a lack of promotion skills and a process to
procure these services was put in place. But for the purpose of reflecting on my
experience a better illustrative example | draw from is the procurement of IT
services at a small charity | worked for previously. When | joined the
organisation, they had been relying on a single employee to manage the IT
infrastructure and he had left. | spent some time reviewing the situation and
finally procured the services of an external organisation able to provide much
more extensive skills and knowledge, round the clock, for less cost than
employing one person with limited skills. Further that role would be managed
by me despite having less skill in IT, so it was a relief to have a service with
access to a more extensive knowledge base. | proactively searched for (using
networking activities to build background information) and negotiated the
service. This illustrates how, even within a small organisation the value of an
experienced person can procure suitable services at an acceptable cost. Yet
also can narrow the focus on specific previously identified costs and benefits
and the wider value of extensive knowledge was not easily costed. Yet when
starting a venture that is not community-based, access to such experience may
be beyond the scope of the existing resources. My hunch is that in
crowdfunding the entrepreneur is using the crowd as a partial substitute for the
skills and experience needed by the new venture, thus providing more than
money, yet the process of how that relationship is created is important.

Hunches from my Preunderstanding

Overall RBCF is an alternative to traditional forms of finance for start-ups that
are not high-growth. In summary, the hunches emerging from my

preunderstandings are as follows;

1) There is a need to understand the envisioned nature of the ventures that
are seeking to use RBCF;
2) New ventures appear to be able to access more resources than just

money from RBCF, yet it is not clear what they are seeking and why;
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3) There is a need to understand the relational aspects of RBCF, and what
processes attract suitable backers. There is a need to understand the

role of a pre-existing community.

The|Figure 1-2|belowlillustrates the interaction of the hunches and this

illustration is developed further in the next chapter in light of the pre-existing

literature.

Figure 1-2 Diagram of Three Hunches

Source: Authors own design

1.6 Aims of this research

This study is exploring rewards-based crowdfunding (RBCF), a phenomenon
that has existed since 2008. The aim is to explore the lived experience of
entrepreneurs, using RBCF for acquiring resources to create nascent ventures,
whose intended business trajectory is not high growth. This will be achieved by
examining the sense-making of actors involved before and soon after the RBCF
campaign. The focus of this research is concerned with understanding firstly
who uses RBCF in the UK to establish a business, and secondly, the interaction
of their relationship and finance approaches in the context of developing and
running a RBCF campaign. Taking a socio-economic perspective and through

exploring the sense-making of participants, the study aims to understand how
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nascent entrepreneurs perceive plausible ways for using RBCF toward creating

potentially viable ventures.

This study utilises hermeneutics (Laverty, 2003) and sensemaking (Weick,
Sutcliffe, & Obstfeld, 2005) to enrich the exploration of the phenomenon. The

study will draw from literature, prior experience, and reflections of the author

(See|Figure 1-3). The literature streams are on entrepreneurship, network ties

and entrepreneurial finance to bring together a nexus of preunderstanding to

explore with the study participants.

Figure 1-3 Process of developing preunderstandings

Source: Authors own design

This study explores both the emerging relationships and approach to finance
during a RBCF campaign through a sensemaking lens at this micro-
foundational stage of start-ups. This exploration seeks to understand what
trade-offs, preferences and choices are made along with the process and effort
entailed in the journey to becoming an established business. By combining
concepts from networks, entrepreneurship and resources to create a nexus, it is
considered that a more in-depth understanding of the experience of

entrepreneurs using RBCF will be reached.
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1.7 Research Questions

The following exploratory research questions were developed through the

process described above and are presented here in summary;

RQ1: (a) Who uses RBCF and;
(b) how is the use of RBCF relevant to the

venture ambitions of actors?

RQ2: How are RBCF resources understood and valued in the

sensemaking of actors?

RQ3: (a) How is RBCF enacted and;
(b) how do they negotiate the process of seeking ties

with resources?

1.8 Structure of the thesis

Chapter 1 presented the rationale behind choosing the research field. The
hermeneutic preunderstanding with hunches is discussed followed by the

objectives of this study and research questions.

Chapter 2 reviews and synthesises the previous literature on the key topics of
the HQWUHSUHQHXUVY DPELWLRQV ZKDW UHVRXUFHV W
formation. It also reviews and synthesises the literature on entrepreneurial

finance and explores what has been researched on RBCF.

Chapter 3 explains the research philosophy and design. It justifies the adoption
of the hermeneutic approach and the use of in-depth interviews, and online
RBCF campaign material. The selection of participants and the analysis
technique are discussed. The chapter concludes with an evaluation of the

research.
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Chapter 4 presents the findings under three themes related to the aspirations of
the participants, the resources they sought and how they practice

entrepreneuring.

Chapter 5 discusses the findings relating back to the literature and drawing on

new literature on the issues raised by the participants not considered

previously. Further the findings are related back tothe DXWKRUfJV KHUPHQH X
preunderstanding and hunches. Finally, the themes are interpreted together in

a hermeneutic whole.

Chapter 6 concludes this study presenting a review of insights related to the
research questions and key contributions to knowledge. Finally, the limitations
and recommendations for future research are discussed followed by reflections

on the research process.
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Chapter 2 Literature Review

2.1 Introduction

This chapter provides a review of the literature relevant to the study of the lived
experience of those using RBCF. This is a hermeneutic study and the purpose
of a literature review in hermeneutic research is to provoke thinking. Literature
is not treated here as an objective truth to be sourced with keywords in a linear
process, categorised and critiqued but is about depth of thought and
guestioning taken-for-granted meanings (Smythe & Spence, 2012). This study
is exploratory and, therefore, in reviewing this literature 1 am following Blumer's
notion of "sensitizing concepts”. This distinguishes "definitive concepts” that
provide prescriptions of where to look and can be tested, with "sensitizing
concepts" which merely suggest directions along which to look and enable

concepts to be refined over time (Blumer, 1954).

The lived experience of those using RBCF has not been researched before.
However, there is extensive literature on entrepreneurs and new ventures, their
need for resources and the networks they use to access those resources. This
is a narrative synthesis of the literature with a focus on identifying and
illuminating the connections between the existing literature, the phenomenon of
RBCF and the potential implications for the lived experience of that
phenomenon. Diagrams have been used within this study with the intention of
focussing on the core questions and insights gained throughout the study rather
than suggesting frameworks or testable theories.

As discussed further in Chapter 3 (see Section|3.5) | use the term
SHQWUHSUHQHXU” KHXULVWLFDOO\ WR UHIHU.WR WKRYV

see these actors as not as having pre-existing stable traits but are in a process

of becoming entrepreneurial and applying the activity of gntrepreneuring fo

achieve their dreams. Section|2.2|explores the entrepreneurial process not

merely as an economic one but a social process where the entrepreneur,
venture and network co-evolve interactively with purpose (Jayasinghe, Thomas,
& Wickramasinghe, 2008; Lamine, Jack, Fayolle, & Chabaud, 2015). The
motive for growth is explored and the alternative concept of market-traction is

defined to distinguish the context from growth.
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Section|2.3|considers what resources are valuable for entrepreneurs starting

new ventures, where they source those resources from. Both family, friends

and networks sources are considered. In Section|2.5|the key issue of creating

ties is explored from the perspective of the ability of the entrepreneur and how

the internet is influencing the process. Section|2.6|explores the challenges that

entrepreneurs face in the availability of finance and Section|2.7|explores the

new phenomenon of RBCF. Section|2.8|considers what the literature identifies

as strategies for obtaining finance. Finally, Section|2.8[summarises the

research approaches that have been taken to research RBCF prior to this

study.

2.2 New Ventures, liabilities, and dreams

New and small ventures are assumed to face a variety of obstacles in their
endeavours to survive, become established and realise their dreams. The first
hunch was that there is a need to understand the envisioned nature of the

venture. This is illustrated in[Figure 2-1|below| The obstacles are referred to as
WKH SOLDELOLWQRI WKHEGBVW E L O uwhich Rrésivhiredn® s HV V'’
of failure as higher for small and new ventures (Aldrich & Auster, 1986;

Stinchcombe, 1965). The liability of newness stems from a lack of operating
histories R U 3W U D F fér &kbinfplie LpGténtial customers will not know of
their existence, so there is a lack of visibility in the market place, and providers
of finance feel they lack information to judge the viability. The judgement of the
legitimacy of the venture by external stakeholders is necessary for resource
exchange (G. Fisher, Kotha, & Lahiri, 2016; Uberbacher, 2014). The liability of
smallness stems from the lack of access to resources, such as knowledge,
skills or finance, and this is presumed to constrain the development of the
venture (Aldrich & Auster, 1986; Stinchcombe, 1965). The combination of being
new and small means that the challenge for the founder is complex. Operating
in this context of uncertainty (Engel, Kaandorp, & Elfring, 2017) they need to
perceive what resources they require, then find appropriate resource holders.
The intentions of the founder matters, as choosing to meet either lifestyle or
maximise profit can influence source of finance pursued (Schwienbacher,

2007). Then they need to convince the resource holders of the legitimacy of the
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venture by both presenting a persuasive case for their product and its future.

Then they need the skills to negotiate and effect the transfer of those resources.

Yet, it is argued here that the dreams and intentions of entrepreneurs are not a
simple desire for economic wealth creation but a more complex mix of personal
and wealth motives, purpose for the venture and growth expectations. The
combination of these intentions may be strongly held, yet may be adapted
(Gruber & MacMillan, 2017) in an on-going process of sensemaking and
sensegiving (Maitlis & Christianson, 2014) with external resource providers,
RYHU HDFK SDUWLHVY OHJLWLPDF\ %QRWK SDUWLHV L«
about whether to concede to the other § approach or try to influence the others
approach to change their direction (Ford & Mouzas, 2010, p. 958). This
process could be straightforward or could be challenging. If they find resource
holders with similar goals, the problem of legitimacy may be reduced, and
resource exchange may prove less challenging (Navis & Glynn, 2011).
Whereas, if there are misaligned goals, the founder may have to compromise
on their initial dreams for their venture (G. Fisher et al., 2016; Navis & Glynn,
291HLO SFEDVDUDQ

Figure 2-1 Diagram of Three Hunches +Review of Actors

Source: Autho own design
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2.2.1 Entrepreneurial Dreams

Of what do entrepreneurs dream? Reading much of the academic literature,

one could assume the only dream of entrepreneurs is for wealth maximisation
(Achtenhagen, Naldi, & Melin, 2010; Lindgren & Packendorff, 2009). Yet

research on human motivation recognises that many people pursue

occupational goals not simply for economic return. People seek meaning,
SXUVXLQJ VRPH RFFXSDW biisQ#t th&disaRdnteankhd-ird H D V
labour, in that work with no purpose is alienating (Ariely, Kamenica, & Prelec,
2008).

Beyond economic rational models of business

Whilst the volume of literature on entrepreneurs and new venture creation has
grown significantly over the last 25 years, there is little consensus over the
concepts within the domain (Audretsch, Kuratko, & Link, 2015; Moroz & Hindle,
2012; Shepherd, 2015). There have been several attempts to draw the field
together in a coherent way (e.g. Carlsson et al., 2013; Kuratko, Morris, &
Schindehutte, 2015) and yet important underlying assumptions within the
research on the phenomenon is that it is built on a Western moral perspective
(Lindgren & Packendorff, 2009; Obrecht, 2011), the discourse of the heroic
entrepreneur (Downing, 2005, p. 195; Welter, 2011) and assumes the actors
are rationalist, homo-economicus, seeking to maximise their utility (Granovetter,
1985; Jayasinghe et al., 2008, p. 243; Lindgren & Packendorff, 2009).

Theories of the firm have been criticised for being rooted in economic theory
which only accounts for the monetary and materialistic intentions, whereas
intentions other than profit maximisation are marginalised (Hjorth, Jones, &
Gartner, 2008; Rawhouser, Villanueva, & Newbert, 2017; Wiklund & Shepherd,
2003). The economic approach overlooks the possibility that economic activity
is embedded within a network of social relationships (Hite, 2005; Jack &
Anderson, 2002). Much research focuses on the macro-economic outcomes,
implications for economic growth (Carlsson et al., 2013, p. 926) yet there is little
account taken of the form the venture may take in relation to strategy, finances,
operational and marketing (Zimmerman, 2009, p. 73) or the outcomes for the
individuals. Current research based on economic theory has a tendency to

tacitly devalue non-economic aspiration which does not meet the grand
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ambitions of Schumpeterian entrepreneurs (Bhidé, 2000, p. 110), despite
emerging research showing, for instance, independence being valued more
highly than money (Cassar, 2007). The non-economic aspiration of
entrepreneurial activity may take account of human welfare (Carlsson et al.,
2013; Nightingale & Coad, 2014); self-actualisation (N. Carter, Gartner, Shaver,
& Gatewood, 2003; Hitt, Ireland, Sirmon, & Trahms, 2011), strengthening and
sustaining families (Marcketti, Niehm, & Fuloria, 2006) or satisficing lifestyle
goals (Bredvold & Skalén, 2016; Gigerenzer, 2010). The tendency is to
disregard that people are heterogeneous and may have multiple goals
(Bredvold & Skalén, 2016; R. Fisher, Maritz, & Lobo, 2014; Jaouen & Lasch,
2015) that maybe pursued in moderation, as maximisation may only be feasible
in well-defined situations (Gigerenzer, 2010). It therefore seems important to
incorporate a more rounded understanding of the phenomenon of
entrepreneurship and new venture creation. This may help begin to explain the
long tail of apparently 'poor performing' firms that Nightingale and Coad (2014,
p. 130) refer to as 'marginal undersized poor performance enterprises', or

'muppet firms, that exist in all economies

Whilst the current state of literature is disjointed and appears to marginalise
non-economic intentions, there are reviews of the literature that take a view that
the phenomenon of entrepreneurship is rich and complex and would benefit
from research from a multiplicity of perspectives. Shepherd § §2015) review
draws more attention to the heterogeneous nature of people's motivations and
how their actions can generate both gains and losses for the entrepreneur,
whilst also preserving and/or destroying the natural environment, the culture of
communities and value for society. Nevertheless, despite the broader range of
suggested unexplored aspects of entrepreneurship, even in this review there
are examples of activity that are not considered.

Examples of situations not considered within these frameworks and reviews
include freelancers, micro, fractional entrepreneurs and home-based (Delmar &
Davidsson, 2000; Paoloni & Dumay, 2015; Vinturella & Erickson, 2004, p. 6;
Welter, 2011) which are often not treated as entrepreneurs in the
Schumpeterian sense (Carland, Hoy, Boulton, & Carland, 1984). Other
examples are women, unemployed, minorities or older entrepreneurs who may

have non-economic motives for their actions, such as integration between
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professional and personal life (Callanan & Zimmerman, 2016; N. Carter et al.,
2003; Paoloni & Dumay, 2015). Some entrepreneurs have a localist and place-
based or community focus (Elaydi & McLaughlin, 2012; Obrecht, 2011, p. 131)
and others are proactive in creating transformative effects on their local
communities (Feldman, 2014). A new role of 'working consumer' has
developed with the rise in technology and outsourcing by corporates of
functions as 'microjobs' to non-employees in return for financial compensation,
for example through Amazon Mechanical Turk (Chandra & Coviello, 2010;
Kleemann & Vol3, 2008), these actors remain 'organisation-less' as tasks are
distributed (Chandra & Coviello, 2010). All of these examples demonstrate
there are people with a multi-focus in terms of combining both economic and
non-economic intentions (Hitt et al., 2011), and their performance, evaluated in
purely economic terms, may appear marginal as described by Nightingale and
Coad (2014). So whilst the field lacks coherence it also marginalises a
substantial range of activity that from a multiplicity of perspectives could be
described as entrepreneurial in nature and cannot be evaluated from an

economic perspective.

Purpose orientation

Thus, a missing element from the framing of entrepreneurship appears to be
centred on non-economic aspirations which, for the purposes of discussion, |
will frame as the "Purpose Orientation" for the venture. The notion of the
"purpose” is the reason for which the venture is created and may have a single
or multiple motivations or intentions simultaneously economic and non-
economic. The notion of the "Orientation" is based on the Oxford English
Dictionary, which offers two definitions for the term orientation. Firstly, it is
defined as the action of orienting someone or something relative to the points of
a compass or other specified position. Secondly, it is defined as a person's

basic attitude, beliefs, or feelings in relation to a particular subject or issue.

The notion of Purpose Orientation draws from Strategic Choice Theory, in that
the "power-holders within the organisation decide upon a strategic course of
action” (Child, 1997). However, it is adapted in the sense that the "Purpose”
may be more balanced between rational choice and emotional heuristics or as

Simon (1947) referred to pounded rationality § This notion draws attention to
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the variety of intentions for the initial creation of ventures. For example, family
firms emphasise socio-emotional wealth rather than profit orientated objectives
(Zahra, Wright, & Abdelgawad, 2014). Lifestyle ventures emphasise creating a
desired way of life and social ventures emphasise human welfare (Zimmerman,
2009), a recent study by the UK Government suggests that for self-employed
people work/life balance is important (Deane, 2016). For some,
entrepreneurship is not purpose orientated as it is accidental or spontaneous
(Hjorth et al., 2008; Shepherd, 2015). Even some large Multi-National
corporations, at the start, were not envisaged by their founders as large
corporations. For instance, The Body Shop was started by Anita Roddick with
the aim of making an income for herself and her children (Chell, 2008, p. 224;
Roddick, 1991); Patagonia, the outdoor clothing brand, is now a B-Corporation
with an environmental mission, which in 2015 surpassed $600 million turnover
with over 2,000 employees. Yet for the first 6 years the founder was living at
subsistence level, using portable tools out of the back a of a van to make
‘climbing pitons’, using the funds to go rock climbing 2f5RXUNH 6WUDQG
Others aim from the outset to combine economic growth with commitment to
employees, for instance Springfield Remanufacturing Corp, generates $450
million turnover with 1200 employees. From the start its founder and current
CEO Jack Stack, insisted on creating an Employee-Owned Company, educates
all staff in financial and business literacy, has a strategy of high commitment to
staff particularly in hard economic times (Street, Street, Weer, & Shipper, 2014).
Bhidé (2000, p. 22,34) points out that in his study of founders, many of who
became household names, more than 80% bootstrapped, did not write business
plans and had mundane, imitation products at the start. From these examples
we can see that not all firms are started with the single intention of maximising
economic success, the purpose and direction maybe proactive or reactive and
vary between firms and over time. All these ventures need to generate
economic surpluses in order to survive in hard times, as without that they may
not survive, yet generating economic surplus is not necessarily the main or only

purpose.

The purpose orientation is overlooked as studies, such as those reviewed
above, concentrate on founders with a single purpose. They study them once
the firm is established, rather than considering that they may potentially emerge

from similar foundations or circumstances. Studies looking at a range of
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entrepreneurs at early founding stages have been conducted, but
predominantly use Panel data from telephone surveys and so do not gain an
understanding of why the purpose orientation has been chosen (for example,
see Newbert, 2005). This study seeks to understand the purpose orientation of
the entrepreneurs using RBCF and why they have made that choice.

Motivation for Growth

The concept of firm growth has been suggested as an important concern when
starting new ventures, in order to overcome the liability of newness and
smallness, which may hold implications for survival (Anderson & Ullah, 2014,
Gilbert, McDougall, & Audretsch, 2006; Stinchcombe, 1965). Yet growth might
be deliberately limited and this may hold implications for other choices for the

firm, such as finance sought, and relationships pursued (Wright et al., 2015).

The link between entrepreneurship and economic growth, particularly by 18t

Century economist Jean Baptist Say and 20" Century economist Joseph

Schumpeter, has been a tradition (Kuratko & Audretsch, 2009). Current models

of entrepreneurship and new venture creation, therefore, assume growth in

itself is a desirable intention (Wright & Stigliani, 2013) and so only consider why

some grow more than others (Gilbert et al., 2006). What is rarely
DFNQRZOHGJHG LV WKDW JURZWK FDQcdfthinD 3ZLFNHG S

behaviours can perpetuate the condition (Anderson & Ullah, 2014).

AlthougK KLJK JURZWK ¢ UPV (MoKelvié [ \MilSund, BOQOp, Eare
(Levie & Lichtenstein, 2010) and not necessarily associated with profitability
(Nason & Wiklund, 2018, p. 52), paradoxically, there is a dearth of literature
DERXW WKH PXFK PRUH UHSUHVHQWDWLY Hrih@é W\SLFI
SERUQ WR VWd@ersid DIOAD “Although models of substantial and
aggressive growth (Morris, Neumeyer, Jang, & Kuratko, 2018) to a size that can
achieve a stock-market listing, are used widely (See A. N. Berger & Udell, 1998;
Vinturella & Erickson, 2004, p. 2), substantial growth is not inevitable. This is
because the market may not support growth (Bhide, 2000, p. 110) or alternative
strategies such as a network-logic are followed (Wincent, 2005). Growth may
be perceived as inconvenient (Dobbs & Hamilton, 2007) or hold liabilities
related to being large (Aldrich & Auster, 1986). Further still, the notion of growth
has many meanings attached which are socially constructed (Leitch, Hill, &
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Neergaard, 2010). Growth does not inevitably follow a stages model as

conceived of by Berger and Udall (1998). Storey (1994) argues that growth

does not follow stages but is influenced by multiple factors. Growth is more

dynamic (Dobbs & Hamilton, 2007) and can alternatively be considered an

optimal state between the contextual environment, the industry, the business

model and the preferences of the entrepreneur (Levie & Lichtenstein, 2010;

Storey, 1994). Yet also temporally, all these aspects may evolve and change in

nature (Ford & Mouzas, 2010), for instance, theen WUHSUHQHXUYV SUHIHU
may change in the future as learning progresses (Berends & Antonacopoulou,

2014).

Within this research study the interest is not in the act of growth, but in the initial
aspiration for growth. This is because the average size of a RBCF campaign is
relatively low value in financial terms. There is a stream of research that
considers the concept of firm growth (McKelvie & Wiklund, 2010) which
although external and internal limitations to growth are studied, it has not
considered that there may be an option to proactively self-impose limits to
growth. This may possibly be because, as discussed earlier, economic theory
assumes growth is a desirable intention, whereas this may not always be the
case. Forinstance, emerging technology and online environments make the
time to build market knowledge shorter and costs of entry lower, thus making
liabilities of newness and smallness less relevant (Chandra & Coviello, 2010; L.
Harris & Rae, 2009). This has fostered the creation of e-entrepreneurship,
where entrepreneurs operate in virtual-teams and individuals create businesses
serving global markets (L. Harris & Rae, 2009; Matlay & Westhead, 2005). Yet
growth is mostly studied using established firms (for example, see Wiklund,
Patzelt, & Shepherd, 2009).

Growth has been conceptualised as a multidimensional, heterogeneous and
complex construct and entrepreneurs have to make sense of uncertainty and
ambiguity to realise it (Baum, Locke, & Smith, 2001; Wright & Stigliani, 2013).
Research has so far not provided a good understanding of the micro-
foundations of growth or what growth means to entrepreneurs or how they
chose a growth pattern (Achtenhagen et al., 2010; Wright & Stigliani, 2013). It
is acknowledged that for some firms growth is not an objective (Dobbs &

Hamilton, 2007), and whilst firms may grow to a "minimally efficient scale" the
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motivations are mostly about avoidance of further growth perceiving it to involve
loss of control, risks and inconveniences (Dobbs & Hamilton, 2007) but also
about constraints in certain contexts for example, women entrepreneurs in post-
soviet rural contexts (Welter, 2011). A number of studies have found reactive
reluctance for growth, driven by a desire not to take the size beyond that which
is perceived to be controllable (Anderson & Ullah, 2014; Fielden, Davidson, &
Makin, 2000; Gilbert et al., 2006; Jaouen & Lasch, 2015; McKelvie & Wiklund,
2010; Wright et al., 2015). Achtenhagen et al.(2010) observed that scholars
and entrepreneurs view growth differently. Their research found that scholars
have viewed growth as an outcome, whereas entrepreneurs view growth as a
dynamic process that changes over time (Achtenhagen et al., 2010). As shown
by the earlier examples of The Body Shop and Patagonia, initial intentions may
not include a high growth aspiration, yet over time the purpose and growth

orientation changed.

In contrast to reactive reluctance to grow, some research shows there are more
proactively made choices for growth, for instance, starting another firm rather
than growth of an existing one (Achtenhagen et al., 2010), in order to manage
the risk. Yet other possible drivers of proactive choice are under-researched
and are based on prosocial motives (Shepherd, 2015), such as environmental
issues e.g. choosing to supply local organic food, or a community focus e.g.
only employing from within a local community, and growth may not be the main
focus. Drawing on the concept of Bounded rationality (Simon, 1947) for this
research process, | will refer to the 'proactive choice' to remain at a restricted
size, 'Bounded Growth'. This is not to say the bounded nature may not change
but will influence the choices for a period of time. Nor is it about unconscious
reaction to external forces. Also, whether or not growth is achievable or
achieved, or how it is achieved, is beyond this current research. However, the
concept of 'bounded growth' does draw attention to the desirability or otherwise,
by entrepreneurs for growth (Cassar, 2007) and particularly for high growth,
which is perceived by policy makers as critical for economic development (R.
Brown & Mason, 2017). Job creation is used as a measure of growth by policy-
makers and scholars (Dobbs & Hamilton, 2007), in contrast, entrepreneurs
perceive employing staff as both difficult and risky (Achtenhagen et al., 2010;
Fielden et al., 2000) which also may influence growth choices in certain

contexts. Yet as time progresses, contexts change, and opportunities arise,
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steady organic growth is perceived by some entrepreneurs as more desirable
than fast growth (Fielden et al., 2000). Studies that effectively take 'snapshots’
of data, have tended to be the prevailing approach (McDonald et al., 2015) yet
they overlook the erratic nature of growth (McKelvie & Wiklund, 2010),
alternative models of growth and other contextual influences (Nason & Wiklund,
2018, p. 54). Similarly, changes in perceptions of growth and the rate of growth
as a desirable orientation are overlooked; those starting in business may begin
with bounded growth aspirations and modify these as time moves on and
contexts vary. As stated earlier, this research is not concerned with the act of
growth, but in the initial aspiration for growth. However, the assumption being
made in this study is that whatever the initial aspirations are, they are not a
static attribute. A problem that alternative concepts of growth raises for new
ventures is that ambitious growth is a norm for access to finance from sources
such as Business Angels (Burke, Fraser, & Greene, 2010). This problem is

discussed further below.

Defining MarketTraction

In this study, the participants are at the earliest stages of their venture journey.

Much of the literature on growth implicitly assumes that growth is a

phenomenon that follows afterthe EXVLQHVY KDV EHFRPH pHVWDEOL
(McKelvie & Wiklund, 2010; Smallbone & Wyer, 2012, p. 405). G. Fisher et

al.(2016) consider the lifecycle stages of technology ventures and associate

growth with post-commercialisation, and post venture capital, when financial

resources are being sought from institutional investors on the stock market. Yet

new ventures transition through a process from having zero sales transactions

to consistent and regular sales transactions. In innovative companies this

process is referred to as commercialisation. Commercialisation is a term not

defined, but used within studies of technology ventures to denote the transition

from product research and development to making it available to the market

(Baldock & Mason, 2015; Chell & Allman, 2003; G. Fisher et al., 2016).

Marketing OLWHUDWXUH WHUPV WKH LQLWLDO FXVWRPHUYV
(Pedersen, 2005; Van Oorschot, Hofman, & Halman, 2018; Wozniak, 1987).

This study does not focus specifically on high-growth, high-technology firms,
WKHUHIRUH XWLOLVHWWDKM MRHU PWR BBLHNHRWH WKH SUR
the initial 2 H D-UD@\R S Valrid ihdféase in sales transactions and distinguish
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| UR B R Z Wigfessional investors assess funding opportunities through

multiple ratings one of which is pafidation of the market §hrough evidence of

marketplace acceptance *FXVWRPHUV ZLOO HDVLQG.Pi€hRBrSW WKL’
et al., 2016, p. 390; Maxwell, Jeffrey, & Lévesque, 2011). The Oxford English
'LFWLRQDU\ GHILQHN exetd 1 whiich RBrQdedDoY aproduct

becomes popular or gains support &RPELQLQJ WKLV ZLWK 3PDUNHMW
buying and selling of goods, allows for the discussion of the increasing of sales
WUDQVDFWLRQV ZLWKRXW WKH LPSOLFDaMUHLRQV DWWDF
terminology used by practitioners (Zwilling, 2016). The term thus also refers to

deriving a source of product legitimacy provided by consumer-buyers (G. Fisher

et al., 2016).

Legitimacy of he venture

With traditional finance, ambitions that fail to align with the growth expectations
of resources holders may struggle to access those resources. Navis and Glynn
(2011,p.482) DUJXH WKDW 3ZKR ZH DUH DQG 2d&iohmakH GR™ V
for investor judgements and decisions about whether the venture achieves a
threshold of legitimacy. They suggest that entrepreneurs need to achieve
investors legitimacy thresholds through creating an identity narrative that
balances institutional norms and entrepreneurial norms (Navis & Glynn, 2011).
Weick (1995) UHIHUV WR RUJDQLVDW bB@téntceHEetQJ PtWDONHGT
entrepreneurs need to also develop reflexivity to skilfully negotiate this
misalignment and adapt their ventures to achieve a balance between the
requirements of resource-holders and the envisioned futures 2f1HLO
Ucbasaran, 2016). Yet some entrepreneurs start out with strongly held
identities which influence their behaviour, although adaption may occur if they
are open to changing that identity during firm creation (Gruber & MacMillan,
2017). Gruber and Macmillan (2017) argue that identities are complex and
derived from a combination of role identity (inventor, founder, and developer)
and social identity (Darwinian, Communitarian, or Missionary). These
combinations influence a variety of behaviours making understanding the
influences on the entrepreneurial process multifaceted. Adapting to the
requirements of a variety of external resources holders all with differing motives
makes the process complicated suggesting achieving legitimacy is not a single

act but an on-going process of sensemaking and sensegiving with a variety of
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stages (G. Fisher et al., 2016; Maitlis & Christianson, 2014; Weick, 1995).
Entrepreneurs and resource holders both have choices about how to respond to
HDFK RWKHU 7KH\ FDQ GHIHU WR WKHLU FRXQWHUSD

influence the counterpart to change (Ford & Mouzas, 2010) and the process will

likely involve reflective adaption of their practice (Keating, Geiger, & Mcloughlin,
2014). As discussed above, the norms of growth and purpose that exist within
traditional sourcing of finance may not operate within RBCF. Therefore, this
study seeks to gain an understanding of the perceptions of how the
entrepreneurs are attempting to gain legitimacy in this new context.

2.2.2 Section summary

Purpose, growth orientation and market-traction are part of the complexity of
creating new ventures; nevertheless, have not yet been studied at the founding
stages. The literature on entrepreneurs tends to marginalise those who seek
purpose beyond economic outcomes. As shown by the studies on numbers of
firms within the UK, there is persistence over the last two decades of micro and
small firms, and it is a rarity to achieve growth to medium and large size.
Economic growth is of interest to scholars and policy makers alike, particularly
high growth, yet there are a range of growth orientations pursued by
entrepreneurs, some of which may not coincide with the interests of many
scholars and policymakers. As the evidence on RBCF shows funding values
achieved are low yet finance providers are interested in ambitious
entrepreneurs so there may be challenges in legitimising the project. To
distinguish the context from that within the growth literature the term market-
traction is conceptualised. This study is seeking to explore this interaction

between purpose, growth or market-traction and gaining financial resources.

2.3 Valuable Resources

As discussed above, new ventures are resource constrained. Yet for the
venture to grow the founders need to seek resources that are valuable because
they provide competitive advantage and facilitate growth (Barney, Wright, &
Ketchen, 2001; Penrose, 1959). In my second hunch | noted that there seems

to be access to more resources than just money from RBCF, yet it is not clear

what they are seeking and why. This part of the review is illustrated in|Figure
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2-2|below| Most resources lie beyond the boundaries of a new venture whilst it

remains small and so access to resources is obtained through the network.

These issues are discussed in the following section.

Figure 2-2 Diagram of Three Hunches *Review of Resources

Source: Authok own design

2.3.1 Nature of valuable resources

Resources arevaluableperspective

The Resource-Based View of the firm, as proposed by Barney (1991), argues
that resources are the basis of competitive advantage. The Resource-Based
View states that organizing and combining a set of complementary resources
and capabilities may lead to value creation. These acquired resources are seen
to be heterogeneous within an industry, scarce, durable, not easily traded, and
GLI¢FXOW. \WHis unijuatdindfd-bf resources is valuable as they lead to
creating competitive advantage for the firm (Barney, 1991). Research suggests
that specialist knowledge or technical capabilities are connected to entry into
new markets and possession of unique resources increase growth opportunities
(Nason & Wiklund, 2018). From a different more subjective approach, Penrose
(1959) argues that the value in resources is not of itself but the service it
provides and the variety of novel combinations (Penrose, 1959), although the

novelty depends on entrepreneurial imagination (Foss, Klein, Kor, & Mahoney,
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2008). In this perspective engaging in social resourcing as a practice, shapes
the environment and resources simultaneously, enabling adaption and opens
up new opportunities for resource exchange (Keating et al., 2014). This
versatility increases the variety of strategic actions available to the founder and
in comparison to inimitable resources is associated with the ability to grow
(Nason & Wiklund, 2018, p. 52).

Resources are valuable but lie outside the boundaries

The Strategic Network Theory has developed the concept of Resource-Based
View further, using % X UY89RYideas in arguing that critical resources may
extend beyond the boundaries of the firm (J. H. Dyer & Singh, 1998). However,
when creating new ventures, founders possess only partial knowledge of how to
assemble the resources. Yet, they do not operate in a vacuum. Rather they
consult and are influenced by actors beyond the boundaries of the firm (Taylor
& Thorpe, 2004). Research on a new venture in the automobile industry
suggests that critical resources always lie outside of the boundaries of the
organisation since external actors control those resources (Ciabuschi, Perna, &
Snehota, 2012). The access process involves extensive adaption and
interaction with stakeholders to enact feasible exchanges and combinations of
resources. Thus, it is necessary to build relationships to access the resources,
and the whole process makes creating the venture more complex (Ciabuschi et
al., 2012). One study suggests it takes 12 years before firms are perceived as
legitimate and viable risk for providers of finance (Rutherford, Tocher, Pollack, &
Coombes, 2016). Therefore, throughout this time, resource constrained
entrepreneurs who wish to develop their ventures, depend on the network to

provide the necessary resources.

What resources are valuable to new ventures

Weick (1995) observes that enactment of environments occurs through
perceptions, attention and plausibility rather than objective facts. Similarly,
Mckelvie and Wiklund (2010) argue that action is limited by what managers see
and are willing to act upon. Therefore, their perception of what is most salient
or valuable is important for focusing attention. Some scholars suggest that
intangible resources (knowledge, expertise, relationships and decision-making)
DUH PRUH pV D OuwtbQsinesseR thlarmadile\iesources including
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finance (Lichtenstein & Brush, 2001). Some resources such as the process of
searching for and distinguishing resources is as important as the possession of
a pre-existing asset (Macpherson & Holt, 2007). For example, a study on UK
VPDOO EXVLQHVVHYV FRQVLGHUHG KRZ WKH\ HYDOXDW &
VSHFLILF SUREOHPV VR@&dnnhnaDefiabchavide IpnofeBes.
This study found that they assessed the soft advice as more valuable
(Ramsden & Bennett, 2005). Accessing knowledge can enable a small firm to
respond appropriately to external factors. For instance, Fuller & Lewis (2002)
interviewed 50 small-business owner managers in firms in the North-East of
England, who had been established at least 3 years. They found that 'effective
relationships are the medium for recognising and responding to environmental
change' (Fuller & Lewis, 2002, p. 332). Whilst knowledge and information are
important resources, they may not be easily transferred. Explicit or codified
knowledge on theories, processes or procedures are easily communicated
whereas tacit knowledge is highly personalised and context specific due to its
origination in experiences, which makes it difficult to communicate (Anderson,
Park, & Jack, 2007).

2.3.2 Locating resources

Time constraints and addedalue resources

Penrose (1959) argued that entrepreneurs themselves were the main constraint
to growth in terms of their knowledge and skills. If we assume that the
knowledge and skills can be acquired yet personal time remains a constraint
(Newbert & Tornikoski, 2013), | argue that efficient use of that time is critical at
the initial stages of creating a venture. In my pre-understanding | raised the
issue of added-value. Therefore, seeking out resource holders who can provide
the widest variety of resources would make the best use of that time.
Resources that have multiple purposes and connections occurring across
several spheres (personal or business) have been referred to as resource
multiplexity (Newbert & Tornikoski, 2013) or added-value (Collewaert &
Manigart, 2016). Research has considered the creation of networks on
founders in US who had been working on their venture for less than 24 months.

This suggests that nascent entrepreneurs place value on connections that
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provide multiplex resources with both real and anticipated benefits (Grossman,
Yli-Renko, & Janakiraman, 2012).

Resources from family and friends

Support for new ventures is assumed to start with family and friends. They
provide both initial advice (Hanlon & Saunders, 2007) and initial financial
support (Bruton et al., 2015, p. 13). Some find that family provide support by
aiding business decisions and providing labour for production and
administrative processes, emotional support and contributing to the quality of
life (Hanlon & Saunders, 2007; Jack, Dodd, & Anderson, 2004; Marcketti et al.,
2006), but also that the quality of the advice from family may be lower than paid
for advice (Hanlon & Saunders, 2007). Others point out that family firms are
less likely to become bankrupt (Zahra et al., 2014, p. 493). Yet other scholars
suggest that family and friends are unlikely to have useful networks or
reputation or suitable knowledge and are unlikely to provide follow on capital
(Riding, 2008) and being overly embedded in strong family ties can reduce
survival chances and constrain growth (Aldrich & Martinez, 2001, p. 15).
Overall, there is disagreement over the contribution of family and friends to new
ventures. Yet all these studies implicitly assume that family and friends are a
homogenous group of actors and do not consider their skills or professional

experience.

Resources fnm networks

Where there is substantial agreement is that resources barriers can be
overcome by accessing external networks. According to Burt (1992), networks
DUH WKH pILQDO DUELWHU RI1 FRPSHRésOMEeY thadaXeF FHV V
valuable for success that have been identified in networks include key
competitive information, potential customers, management expertise,
professional advice, accounting services, assets and services that add value
such as marketing and technical credibility, financial resources, emotional
support and political influence (Anderson et al., 2007; Steier & Greenwood,
2000). Knowledge and information are important resources that can be
provided by networks. Macpherson and Holt (2007) review the literature on
knowledge, learning and small firm growth and identify many actors within

networks that are able to provide resources or make connections to resource
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providers including business service providers, universities, venture capitalists,
government agencies and industry clusters. Trading organisations have been
shown to be sources of additional information, advice and support to a high
proportion of owner-managers. Owner-managers form weak ties with formal
institutions, such as Chambers of Commerce, government support agencies
and professional and trade associations being used by about a third of owner-
managers to access help with recruitment (Chell & Baines, 2000). Networks
links into Government Departments have enabled small firms to gain access to
valuable contacts on a National level (E. Baker, Onyx, & Edwards, 2011).

T T4 Z—$7 "fe—" . fo "7 e%tZe

Resource providers that are sought out by entrepreneurs for their combination
of finance and added-value soft skills and knowledge are Business Angels {
These are usually experienced and wealthy entrepreneurs who look to
personally invest a combination of money, skills and time in new businesses (A.
N. Berger & Udell, 1998). Business Angels provide a range of professional
experience, often higher education, business contacts, commercial expertise,
complementary skills and mentoring approach (Aernoudt, 2005; Collewaert &
Manigart, 2016; Paul, Whittam, & Wyper, 2007) WKXV SURY L&DQIX ¥ GRAH
HP XOWLSO H [ ([Caldivedrt X WRarigdrt, 2016; Newbert & Tornikoski,
2013). Macht (2011) finds that it is important for the resources of the Business
Angel to be relevant to the entrepreneur, as those with irrelevant resources can
cause frustration. In popular culture, the popularity of TV shows such as
HMUDJRQYI'"HZKLOVW VRPHZKDW GLVWRUWLQJ WKH HYHL
practices, serve to raise awareness of the skills of these successful
entrepreneurs turned investors (Swalil et al., 2014), building perceptions of the
added value of their skills. However, access to these added value services is
restricted to specific sectors, often technology, or to high growth firms with exit
opportunities for a high financial return on investment (Bellavitis et al., 2017,
Fraser et al., 2015; Maxwell et al., 2011; White & Dumay, 2017). So, whilst
these resource providers are sought after by entrepreneurs for the combination
of finance and added value, they are not available to ventures that cannot
demonstrate the potential to achieve a high-volume market and realise a
SOLTXLGLW)\ H(XimMQavnarR2008)[ L W
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Benefits ofdevelopingnetworks

Networks play a significant role for nascent ventures. Nascent ventures are
acknowledged to be resources constrained, and networks provide access to the
required resources (Aaboen, Dubois, & Lind, 2012; Elfring & Hulsink, 2007; S.
Johnson, Webber, & Thomas, 2007). Participation in a diverse and supportive
network can improve the chances of formation, survival and growth (Hoang &
Antoncic, 2003; Lee & Jones, 2008; Low & Abrahamson, 1997; Macpherson &
Holt, 2007). For instance, entrepreneurs that engage in a community of
customers are more likely to create products and grow (G. Fisher, 2012). The
study by Uzzi (1997) on small firms in the apparel industry showed that having a
personal network structure that was heterogeneous, created access to
resources, therefore created favourable conditions for economic success for the
firm albeit somewhat constrained. In a conceptual paper, Witt (2004) extended
this idea of success originating in the network, suggesting that what really
matters is what industry the firm is in; its strategic intention; size of the firm; its
absorptive capacity and the costs of reciprocity. Witt (2004) also proposed that
the benefits offer diminishing returns and points out that to get a more rounded
understanding of a network both the social and economic aspects must be
taken into account. So, social capital, social competencies, mutual trust, moral

standards and altruism are all social aspects that are employed.

There is, however, an implicit economic assumption that individuals are utility-
maximising (Witt, 2004). Whilst this gives a more balanced view of the nature
of networks, the economic assumption often defines 'utility-maximising’ narrowly
in monetary terms rather than acknowledging that people gain ‘utility’ or rather
'meaning' in intangible ways (Ariely et al., 2008). Witt et al.(2008) later followed
up with an empirical paper aiming to test the success hypothesis, in particular
looking at the costs of reciprocal exchanges. This study was based on the
study of 123 German entrepreneurs, who were mostly well educated. These
were on average in business 3.7 years but some having been in business for 10
years, yet only included network contacts for the 6 months before the study.
The study concluded that networks did not provide access to ‘cheap or
exclusive resources' because reciprocal exchanges, including time, reciprocal
actions, expected favours, and reduced freedom in decision-making, are as

costly as market transactions.
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Jones & Jayawarna (2010) followed up Witt's study with a longitudinal study
looking at 211 UK entrepreneurs that had been operating for less than 3 years
and that were from socially disadvantaged backgrounds. This study found that
a combination of bootstrapping techniques (such as borrowing equipment,
bartering or selecting customers who pay on time) and social networks play a
key role in the acquisition of resources, showing that strong ties with family and
close friends was an important factor. An example was that the entrepreneurs
used their network to act as brokers for negotiating more favourable deals with
customers and suppliers or the sharing of resources (Jones & Jayawarna,
2010).

In a similar approach to Witt, Semrau and Werner (2014) looked at the size of
the network of nascent entrepreneurs in Germany, in relation to the quality
obtained. They found that increasing the network size resulted in diminishing
marginal returns based on the time spent to maintain and develop contacts.
This study was cross-sectional, rather than longitudinal, so similar to Witt
(2008), no account was taken of any future benefits realised from the

networking efforts.

These studies show that there is more complexity than just the existence of a
social network, and contrary to Witt's (2004) and Semrau DQG :HU Q1Y TV
findings that there are no benefits to network ties, Jones & Jayawarna (2010)
show that the initial context, social capabilities and acceptance of delayed
gratification, rather than trying to imply a time constrained balance in reciprocity,
also come into play in interactions within a social network. In other words,
goodwill may be generated but the social obligation may not be called upon or
recompensed for a significant amount of time, even though the obligation is
acknowledged to exist (Cialdini, 1985). People engage in activities without
immediate financial return as it increases the likelihood of attracting long-term
positive benefits (Engel et al., 2017, p. 41). These form the basis of existing
social rituals in other contexts, for example barn raising, where value created
through labour gets passed forward to future arrivals. Thus, participation is a
kind of social obligation which creates social bonds. The exchange is unequal,
which is accepted as it knits the newcomer into the system of reciprocity that

the community depends for its survival (Jenkins, Green, & Ford, 2013, p. 63).
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Further, a constraint may be less about the costs of engagement and more
about the opportunity costs involved with path dependency or embeddedness
within a network. Costs of engagement can be reduced by restricting the
number of contacts and concentrating on a few partners, thus reducing
redundancy. However, paradoxically this can lead to constraints in adaption,
which may be more detrimental to future success of the firm. In order to
balance the need for adaption with cost management, a balance of both weak

and strong ties is recommended (Uzzi, 1997).

2.3.3 Section summary

Thus, at the formation of a new venture, entrepreneurs rarely possess all the
resources they need (Aldrich & Auster, 1986). Other organisations and
individuals can provide resources, yet the entrepreneurs fthallenge is to locate
and obtain versatile resources they can combine in novel ways to build their
ventures (T. Baker & Nelson, 2005; Elfring & Hulsink, 2007; Penrose, 1959).
Resources that exist include both tangible and intangible artefacts. For
instance, these include materials, facilities, equipment, legal advice, marketing
knowledge, status, legitimacy, finance, customers, and connections. Thus, the
entrepreneur needs to connect with, for instance, suppliers of materials,
professionals (such as lawyers and accountants), customers and finance
providers. Those who can provide advice, guidance and multiplex resources
may help overcome internal capacity constraints of being new and small
(Aldrich & Auster, 1986; Grossman et al., 2012; Ramsden & Bennett, 2005).
Business Angels are a sought-after provider due to their multiplex resources of
both finance and intangible support. Yet they seek entrepreneurs with mass
market potential from which they can realise their investments (Zimmerman,
2009).

2.4 Creating Relationships*

Entrepreneurs need to make connections with resource providers to access the

valuable resources. As discussed in the preunderstanding my third hunch was

4, XVH WKH WHUPV 3UHODWLRQVKLS" 3WLH" B3FRQWDFW  B3UHODWI
refer to the alter with which the entrepreneur (ego) is establishing a social and/or business
connection.
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there is a need to understand the relational aspects of RBCF, and what

processes attract suitable backers. There is a need to understand the role of a

pre-existing community. This part of the review is illustrated in|Figure 2-3

below

Figure 2-3 Diagram of Three Hunches tReview of Relationships

Source: Authols own design

Networking and the nature of ties

In enacting the process of creating ties to access valuable resources, it is
assumed that nascent entrepreneurs act purposefully to form relationships.
Entrepreneurs can and do evolve their pre-existing networks using a variety of
strategies, styles and processes (Hallen & Eisenhardt, 2012; Porter & Woo,
2015; Rawhouser et al., 2017; Vissa, 2012). Yet, nascent entrepreneurs
operate under uncertainty, as they cannot know the outcome of their actions,
and their actions may lead to sensemaking and adaption of the perceptions of
goals and what is valuable (Engel et al., 2017; Ford & Mouzas, 2010;
Sarasvathy, 2001; Weick, 2006). Further uncertainty is created because the
interacting actors also co-evolve to a greater or lesser extent, thus both parties
have a range of choices including who to interact with, how and when and on
what problem, with no guarantee that the coveted resource will materialise
(Adler & Kwon, 2002, p. 24; Ford & Mouzas, 2010). As Adler and Kwon (2002,
p. 26) U H P DIJINe we cannot expect to derive any value from social ties to
actors who lack the ability to help us . Thus networking can be conceptualised

as the activity of discretionary professional relationship development with
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valuable ties, that is a practice rather than a structure (Porter & Woo, 2015) that
adapts and evolves through sensemaking (Weick, 2006). Despite this practice
focus, research on the formation of ties is founded on the assumption of

structure and the attributes of ties rather than the dynamic practice.

The pre-organizational network can provide relevant experience, skills and
knowledge (Blundel & Lockett, 2011, pp. 331 £332; Hanlon & Saunders, 2007).
Hite (2003) argued that the ties of nascent entrepreneurs are initially dominated
by strong ties and are intentionally managed to incorporate weak ties. Family
and friends are found to form a part of the network of resource holders (Bruton
et al., 2015, p. 13; Hanlon & Saunders, 2007) and are assumed to be built on
personal relationships and, therefore, are strong and embedded (Hite, 2003).
Weak ties refer to business connections that are non-affective, infrequent or
irregular contacts (Granovetter, 1985). Despite being weak, they are argued to
provide value as they increase diversity and provide access through bridging to
new information and opportunities to meet new people (Adler & Kwon, 2002, p.
19; Granovetter, 1973). Research has also found initial networks to include
SEXVLQHVV D VAdRdh I&DWaAHHEZ, 2001) which are assumed to be
derived from pre-venture employment. In the initial stages these ties are
leveraged for the resources they hold (T. Baker & Nelson, 2005; Newbert &
Tornikoski, 2013). Whilst research on the nature of social capital may
potentially have some relevance here, it is noted that social capital is created
within the network and has been research in contexts where networks are
substantial rather than at early venture stage (Anderson et al., 2007; Nahapiet &
Ghoshal, 1998). The initial formation of the tie is the focus in this study and the

social capital the tie may generate was deemed beyond the scope of this study.

Ability to form ties and network effectively

As discussed, the formation of ties may provide access to multiplex resources.

These ties have also been conceptualised as multiplex in that they can be weak

or strong, based on frequency of contact, emotional intensity, degree of

intimacy and reciprocity (Elfring & Hulsink, 2007). The practices to extend the

network include brokerage through pre-H[LVWLQJ WLHY DQG PDUNHW
WLHV" DFFHVVHG WKURXJK VHDUFKHY DQG FDVXDO GLC
(Hallen & Eisenhardt, 2012; Hite, 2005). Scholars increasingly recognise that
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social skills are needed to deal effectively with other people, they are, therefore,
important in the creation of ties. Entrepreneurs who demonstrate persuasive,
good first impressions and adaptiveness to social situations can influence the
quality of the interactions (Baron & Markman, 2000). Those who are more
effective at creating ties demonstrate proactive signalling strategies based on
SUDFWLFHV VXFK DV pWLPLQJ DURXQG SURRI SRLQWVT
product) and crafting alternative paths to tie formation. These actions shape
potential resource providers perceptions of the legitimacy of the entrepreneur
and venture (Hallen & Eisenhardt, 2012). Yet others have found the context to
influence the networking behaviours. For instance, having radical or
incremental products or being incubated versus being independent may affect
the ability to create ties (Elfring & Hulsink, 2007). Further to this, Anderson,
Park and Jack (2007) suggest that close proximity facilitates communication of

tacit knowledge which often has to be exchanged in a face-to-face interaction.

Internet effect

Yet whilst much research on tie formation has been conducted in an offline
environment (for instance, see Anderson et al., 2007; Elfring & Hulsink, 2007;
Hite, 2005), much interaction now occurs contemporaneously in offline and
online environments and represents one of the biggest challenges for small
businesses (Bocconcelli et al., 2018; G. Harris & Abedin, 2015). Historically,
there has been opportunity cost for soliciting funds from a large number of
people, so with the advent of the internet the scope and potential to engage with
a wider audience in a way that is both time and cost effective has driven
progress (Barnes et al., 2012; Short et al., 2017). The concept of accessing
resources from an external crowd rather than a specific agent can be seen in
the use of a large mass of people by corporates to obtain feedback on products
and services (Afuah & Tucci, 2012). The affordances of SNS influence the
ability to make connections and facilitate more regular interactions which
include the possibility for interactions that are visible to a wide audience. Thus
SNS influences entrepreneur § sensemaking, tie formation and social capital
dynamics (Barnes et al., 2012; Smith et al., 2017). Smith et al.(2017) suggests
that social capital accrual may be more complex and manifest differently from
offline domains, yet to date, the combination of SNS and entrepreneurship has

not been adequately studied. Further, they find that the use of the bridging-
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social-capital affordances of SNS are influenced by the ability to use the SNS

features effectively. Similarly, even enthusiastic adopters of SNS still value

face-to-face interactions (Barnes et al., 2012) This complements other findings

WKDW VKRZ WKDW WKRVH ZLWK D 3SFRPPXQLW\ RULHQW
online and conform to acceptable SNS norms are more likely to attract

resources and opportunities (Fischer & Reuber, 2011). Thus, whilst RBCF

campaign success relies on the use of SNS to create connections with a wide

audience, the nature, willingness, and ability to use it is crucial to understand

how entrepreneurs engage with RBCF. Although much of the research in this

area examines online data, studies have not been carried out on the

experiences of nascent entrepreneurs.

2.4.1 Section summary

To obtain resources the entrepreneur needs to perceive what they believe to
hold value for them, locate a provider that not only possesses the resource but
is willing to provide it. Initial resources are considered to be located with family
and friends although their ability to provide value has been disputed (Bruton et
al., 2015; Jones & Jayawarna, 2010; Riding, 2008). However, networks of
providers, within which family and friends are incorporated, have been shown to
provide extensive value (Anderson, Jack, & Dodd, 2005; Anderson et al., 2007).
To gain greater value, the entrepreneur needs to create new weak ties, and the
strategies to enact that involve signalling at specific times or through physical
proximity. The emergence of the internet is leading to significant changes in the
way entrepreneurship and creating connections is enacted, potentially making
the process much cheaper, yet there is little research that considers the lived

experience of making connections in this context.

2.5 Entrepreneurial Finance

Despite the knowledge advice and soft skills being highly valued resources,
valued above finance, nevertheless research suggests that the main reason for
the failure of early stage businesses is financial distress leading to bankruptcy
(A. N. Berger & Udell, 1998, p. 627; Mac an Bhaird, 2010), thus financial
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resources possess some value for business. Traditional suppliers of finance
have been both informal and formal sources. Informal sources include personal
savings and retained profits (Mac an Bhaird & Lynn, 2015), use of personal
loans or credit cards and soft loans or private equity from family and friends (A.
N. Berger & Udell, 1998; Bruton et al., 2015, p. 13). Formal sources have been
from institutions such as private and commercial bank loans (Cosh, Cumming,
& Hughes, 2009), government grants and soft loans (Fielden, Dawe, &
Woolnough, 2006; Mason & Harrison, 1997, p. 112), private equity from venture
capital (Shane & Cable, 2002), and from individuals such as private equity from
Business Angels (Maxwell et al., 2011). Institutions have over the years
extended the products on offer from providing simple term loans and overdrafts
to more complex asset finance such as leases and hire purchase, and more
recently offer supply chain finance, invoice discounting and factoring (Cosh et
al., 2009).

Personal finance is the most important source of finance for the start-up phase,
whereas bank debt is most important in the growth phase, in particular firms
with a lack of tangible assets appear to be financed informally which
emphasises the importance of network resources (Cassar, 2004). Relying on
informal sources will be influenced by the wealth of the entrepreneur and their
ingenuity with obtaining resources at low or no cost, effective use and
management of those resources. Yet extensive research identifies difficulties
for new and small businesses in accessing the finance they require. These

issues are discussed in this section.

2.5.1 Seed finance sources

Research shows that external finance used to seed new and small ventures is
accessed from a variety of sources, using a variety of contract types and in a

range of amounts.

Recent evidence from UK Government research of the sources of external
finance used by UK SMEs shows that 51% of SMEs do not use external finance
and those that do use Bank overdrafts (Median value £5,000) and credit cards

most, and is summarised in|Figure 2-4
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Figure 2-4 Graph showing Seed finance sources, proportions and value based on
UK Government data

Source Department for Business, Innovation and Skills, 2012

Evidence from the US shows a similar picture. Gartner, Frid and Alexander
(2012) used the PSED ,;? data from the US to study the financing choices of
nascent entrepreneurs. He found that 57% of all financing is derived from

personal contributions of the founders who contributed a median of $5,000.

Robinson (2012) also used PSED® data from the US to summarise the

proportions of entrepreneurs using each source and median values obtained

and this is summarised in{Table 2-1

5 PSED,,as note 2 above but from 2005 - (Reynolds & Curtin, 2008).
6 PSED - Panel Studies of Entrepreneurial Dynamics; a national, longitudinal sample of US
households 1999 (Reynolds et al., 2004).
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Table 2-1 Seed finance sources, proportions and value based on US Data

Proportion of firms

Median value

using source obtained
Self-savings 76% $45k
Self-finance personal loan 33% $90k
Personal credit card 20% $17k
Family Loan 28% $80
Friends Loan 9% $190k
Bank Loan Asset 12% $121k

Source:D. Robinson (2012)

Further evidence from Worldwide studies show a comparable landscape.

Nofsinger and Wang (2011) used the GEM’ data to study initial financing of

start-up firms across 27 countries and found that the average start-up

investment totalled $174k and self-investment $51k. The following|Table 2-2

shows the proportions of sources used.

7 GEM zGlobal Entrepreneurship Monitor; a survey conducted of the adult population, in 27

countries (Nofsinger & Wang, 2011).
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Table 2-2 Seed finance sources and proportions based on GEM data

Proportion of firms
using source

Personal savings and income 40%

Close family members 13%

Work colleague 8%

Employer 14%

Government programs 11%

Banks and financial institutions 34%

Source:Nofsinger & Wang (2011)

A study published by the Kaufmann Foundation for Entrepreneurship used the
Kauffman Firm Survey? to investigate the use of credit cards in start-up
businesses in the US and the likelihood of survival. The use of a credit card did
not show any impact on survival but the higher the amount used increased the
likelihood of firm closure (R. H. Scott, 2009).

Atherton (2012) used 20 case studies to examine the capital structures of firms
in the North of England that were less than two years old. He found most start-
up investment was below £50,000 (12 cases) from an average of 4 sources,
although 7 cases were between £80k and £550k and one £2.2million. Three
quarters of them investing personal savings amounts ranging from £1,000 to
£10,000, finance from family and friends was obtained by only 2 cases one at
£2,000 and one at £100,000, and three quarters obtained grants from public
sources of mostly between £1,000 and £7,000 and extensive use of
government backed guarantees for debt. Only two cases used venture capital.
Most new ventures in the study acquired multiple sources of funding of between
two and five different sources, the higher the amounts of finance required

resulted in more sources. Atherton (2012) further noted that these cases

8 Kauffman Firm Survey captures data from US firms started in 2004 and surveyed in 2005 and
includes those self-employed.
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differed from that in other studies, as the cases in this study were referred by
business support agencies, and he suggests these were more financially literate

and ambitious founders able to secure finance from a wider range of sources.

In these studies, all using data from across the small business populations,
venture capital appears to be in limited use as a source. The reason for this
may be that, as Bhidé (2000, p. 16) notes, venture capital-backed start-ups
represent an dut of the ordinary phenomenon . Reynolds and Curtin (2009)
estimate that in the US in 2005 start-up capital provided by entrepreneurs was
$69 billion and venture capital firms $0.8 billion, a ratio of 86:1 and Denis (2004)
suggests it is less than 1% of the private equity market.

As discussed above, on added-value, out of all these finance resource
providers, family and friends are noted for their ability to provide added-value by
providing both money and support or multiplex resources § Banking institutions
occur consistently in the provision of financial resources identified in the studies
above, providing various forms of debt (for instanc,; loans, credit cards,
commercial mortgages), yet research shows they are poor providers of support
beyond finance (Hanlon & Saunders, 2007). There is no literature on banks |
provision of contacts but are assumed to provide referral to accountants (Macht,
2016, p. 993). Two other sources, Business Angel finance and business
incubators, are not apparent in the sources identified, despite the perceived

added value.

Business Angels are individuals who make informal investments in privately
held companies in which they have no family connections and who play a key
role in the financing of nascent businesses (Aernoudt, 2005; Ordanini, Miceli,
Pizzetti, & Parasuraman, 2011). Berger and Udall (1998) suggest Business
Angels were providing 3.59% of private equity in US. Angels look to invest
money and time giving advice and guidance on technical and managerial

aspects of the business and are motivated by economic, hedonic and altruistic

goals (Ordanini et al., 2011). As discussed in section|2.2| Angels are
FRQVLGHUHEEGEBYLRQOXHQYHVWRUV RU u6PDUW PRQH\Y E

experience, often higher education, a stewardship orientation (Aernoudt, 2005;

Collewaert & Manigart, 2016), business contacts, commercial expertise,
complementary skills and mentoring approach (Paul et al., 2007). They play a

role in improving investment readiness for future growth funding by providing
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knowledge of the practicalities and complications of the more complex financing
options (Aernoudt, 2005). Some angels may assume a deliberate professional
angel stance (Ibrahim & Rogers, 2008) or, as Steier and Greenwood (2000)
show, may be the business associates of relatives who react to the informal
investing opportunity. Further to this, Steier and Greenwood { §2000) study
shows more importantly, that the investors in the case study were highly
experienced industry colleagues rather than professional investors. They were
a multidimensional resource, not only providing finance but industry specific

managerial and business acumen and influenced legitimacy.

7KLY UROH RI SURYLGLQJ pvVPDUW PRQH\Y KDV PDGH %
after by entrepreneurs seeking growth funding due to the value placed on

commercial contacts and bridges to critical competencies (Paul et al., 2007).

The concept has been popularised in Western culture by the Media creation of
3'UDJRQV '"HQ® D 79 VKRZ ZKHUH ZHDOWK\ LQGLYLGXDC
entrepreneurs (Maxwell et al., 2011). Entrepreneurs are motivated to
SDUWLFLSDWH LQ 3'U bppBrignity'fbir@xpdsira)Vekpertise, and

contacts which are perceived to be more valuable than the finance (British

Business Bank, 2017, p. 78). However, the financial payoff for a Business

$QIJHO LV WKH pH[LWY ZKHU Hsaal&where WiB akréciveltdd RZQ WR
other successive financiers (Burke et al., 2010; Maxwell et al., 2011) in an
MHVFDODW@®aldbck &@addn, 2015). Thus, the Business Angel can

realise the financial investment through selling the investment at a profit.

Further to this, many Business Angels operate in an invisible market as they are

highly private individuals who are notoriously difficult to locate as many chose

not to operate through formal methods but make private investments (White &

Dumay, 2017) This suggests that, despite it being a coveted source of finance,

only businesses with the capability to grow to the required high value are of

interest to Business Angels, assuming they can be accessed, making it a rare

resource.

Business Incubators and accelerators are another source of finance not

apparent in the studies above. Business Incubators fprimary goal is being to

S6 XSSRUW WKH GHYHORSPHQW DQG HPHUJHQFH RI VXF
LQ WKHLU HQO&I®O& ARG, 2012, p. 376). Their objectives are driven by

Government policy and funding and include increased local employment, the
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creation of technological ecosystems, and corporate innovation (Bruton et al.,
2015, p. 5). Incubators typically provide resources such as physical space,
infrastructure, mentors (by experienced entrepreneurs and business angels),
technical, organisational and professional support and finance (Fraser et al.,
2015; Tello & Yang, 2012). They have been identified as a major factor in the
success of their clients (Tello & Yang, 2012) However, similar to Business
Angels, the focus of incubators is also on high growth business and so
UHSUHVHQW D 3VFDUFH™ FRPPRGLW)\ I®&: VA HORD.MRULW
In a reviews of the sources of finance and segmentation of research Cumming
and Vismara (2017) and also Bellavitis (2017) note that entrepreneurs raise
finance from multiple sources, yet the segmentation of research streams means

that they treat the source being studied as the only source.

What this evidence shows are that the amounts being sought in recent years by
most small firms and start-ups is still below the amount of £200,000 of concern
by the Macmillan committee in 1931 and is from multiple sources. A substantial
number use personal sources such as savings. Where external finance is
accessed, it is largely in the form of relatively expensive sources such as
overdraft and personal credit cards (Rutherford et al., 2016). Donations are
rarely considered when studies are done on entrepreneurial finance, but this
may be due to an assumption around returns being required by finance
providers. u6 PDUW Pwigtbelhg a desirable source of finance, is not
generally available to more typical entrepreneur who starts from an under
privileged position, using their own savings to start a low-productivity firm in a

highly competitive market (Nightingale & Coad, 2014).

2.5.2 Gap in access to finance

The gap in provision of finance was identified by the MacMillan Committee
(1931) and the Bolton Committee (1971) and generally refers to finance
provided by the banking industry and private equity industry. The funding gap is
a concern to Government because it is believed that limited access to finance
may constrain economic progress. The MacMillan committee report in 1931
argued that it was extremely difficult for small firms to obtain long-term capital of
amounts less than £200,000 (Storey, 1994). Rejection rates are used as a
measure of the gap between supply and demand. Following the Global
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Financial Crisis, overdraft rejection rates increased by over 50% and term loan
rates by 163%, with venture capital and business angel rejections remaining
very high, at around 97% (Fraser et al., 2015; Maxwell et al., 2011). Further to
this rejection rates are higher for high risk and smaller firms and those with a
shorter banking relationship (Fraser et al., 2015). High barriers to finance are
reported by younger and smaller firms (Daskalakis, Jarvis, & Schizas, 2013).
The higher rejection rates have been associated with post-2008 Crisis rule
changes for banks rather than problems with firms (Breedon, 2012). Lack of
access to finance is more of a constraint to growth for SMEs than for larger
firms, due to their existing financial constraints and vulnerability (Harrison &
Baldock, 2015).

This gap in access to finance is attributed to market failure, due to asymmetric
information, a lack of investment readiness and a divergence of motivations
between investor and investee (van der Schans, 2015). Asymmetrical
information is exacerbated by the fixed costs of screening, monitoring and lack
of track-record of early stage firms (Fraser et al., 2015). Whilst Paré et al.
(2009) suggests that the issues of agency dilemmas and asymmetric
information are the same in both corporate finance for established firms and
entrepreneurial finance, Berger and Udall (1998) conducted a review of the
economics of small business finance and point out that informational opacity of
small business is down to not having audited financial statements, assets that
cannot be easily valued, little profit track-record, no debt repayment history and
activities that are not as visible as those of larger firms. Further to this a recent
report has drawn attention to lack of dedicated financial professionals in small

firms and lack of awareness of non-bank sources of finance (Breedon, 2012).

An alternative perspective, contrary to market failure, is that the ventures
seeking finance are of poor quality (Baldock & Mason, 2015). Whilst this may
be the case, the question raised by this perspective is poor quality for who?
The inherent nature of traditional investment is that it seeks a profit from the
investment which, therefore, adds pressure on the venture to make not only
sufficient profit for its own survival and growth but additional profit in order to
service the profit needs of financiers. The costs of access to finance are
discussed further below, but the question of quality may hinge on the overall

expectations for the venture by the various stakeholders. It has been
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recognised that some entrepreneurs may become discouraged from seeking
external finance when their perception is that that access is poor. Fraser et al.
(2015) reviews the literature on entrepreneurial finance and growth and finds
that when entrepreneurs perceive that the supply of some types of finance is
poor (e.g., the availability of debt particularly during the financial crisis and its
aftermath), they may become discouraged from seeking external finance

altogether.

Further, research by the UK government finds that small business owners rate
their own abilities in understanding external finance as lowest (Department for
Business Innovation and Skills, 2012, p. 12). Most small businesses do not
have a dedicated finance professional within their business so lack awareness
of the alternatives (Breedon, 2012). More recently, Cowling and Matthews
(2017) have pointed out that aside from informational asymmetry and lack of
security, the relative lack of financial competence, poor internal cashflow
management and a reluctance to take professional advice exacerbate barriers
to external finance. As such, they suggest that firms over-rely on internally

generated funds.

The UK Government perceives the possible market failure as serious enough to

take action, establishing the British Business Bank (Fraser et al., 2015) with the

aim of making the UK finance markets work better for small business at start-

XS VFDOH XS DQG 3V W DA.LIQsatieKptiDgGo in¢raaBeltheV

diversity within the finance market, for instance by providing information

UHJDUGLQJ $QJHO ILQDQFH DQG (XURSHDQ JUDQWYV DQ
%DQNV" ZKR DUH RIWHQ IRFXVLQJ RQ XQGHUVHUYHG Q
lenders to refer rejected clients to other sources (British Business Bank, 2017,

p. 80). Whilst, along with assessments of use of alternatives to bank loans such

as credit cards, grants and asset finance, both equity crowdfunding and peer-to-

peer lending is incorporated into British Business B D Q N &s§assment of the

finance market for small business, no mention is made of RBCF as a separate

source of seed capital for start-ups (British Business Bank, 2017). With the

advent of the internet, the technology has made starting in business with a

small amount of finance much easier (Nambisan, 2017), potentially taking the

9(http://british-business-bank.co.uk/what-the-british-business-bank-does/|Accessed 1 June
2017.
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pressure away from reliance on external sources of finance. The internet and
developments in technology means there is an increasing number of

alternatives emerging online (Drover et al., 2017).

2.5.3 Section summary

Debates about the extent and impact of the gap in access to finance continue.
Nevertheless, entrepreneurs continue with pursuing their ventures despite this
challenge. An underlying assumption within the debate is that traditional
external sources are more suited to support survival and success. Yet there is
also more recent acknowledgement that the competency to manage cashflow
and to learn from advisors complicates the situation. The debates have also not
considered the lack of choice and quality of the products provided by traditional
sources. For instance, Business Angels provide both money and intangible
support yet only seek high-growth orientated businesses that can be exited from
at a profit. Many scholars perceive the advent of online sources of finance from
crowdfunding to increase the choice for entrepreneurs. This increased choice
potentially gives them more power to negotiate with investors and changing the

dynamics and assumptions from traditional sources (Drover et al., 2017).

2.6 Crowdfunding

Crowdfunding has been noted for providing seed capital for entrepreneurship
(Belleflamme et al., 2014; Bruton et al., 2015). Yet critically for new ventures
research suggests there may be added-value support from backers that get
involved in co-creation of the project perhaps playing a role in the establishment
of the venture (Quero & Ventura, 2015). The crowdfunding concept is explored

here.

2.6.1 Crowdfunding

The internet is having a significant effect on the way business is conducted. In
the past, the time and opportunity cost of accessing a significant number of
people to raise finance was a huge barrier (Short et al., 2017). In the offline
domain many symbolic actions designed to influence resource providers were

through personal interactions, confined to a relatively narrow audience (Zott &
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Huy, 2007). With the advent of Web 2.0 SNS applications, the internet has
become a dynamic environment where it is possible for initial ideas
entrepreneurs to evolve, and for audiences to provide legitimacy (Beaulieu et
al., 2015; Fischer & Reuber, 2014). Further, the diffusion of digital equipment
capable of providing rapid engaging with content, along with digital artefacts?°,
are transforming the possibilities of communication (Nambisan, 2017; Richter,
Kraus, & Syrja, 2015) and that user content creates value, extending the

capabilities of small firms (Schwienbacher & Larralde, 2012).

Within this environment, crowdfunding platforms have emerged taking
advantage of the new technological capabilities. Crowdfunding platforms (CFP)
are online websites, providing a shared, common set of services, that act as
intermediaries between project creators and funders forming a two-sided market
(Belleflamme et al., 2014; Nambisan, 2017). The creation of CFPs is influenced
by national boundaries and supportive legal environments and are founded by
both incumbents in the Finance industry and new start-ups (Dushnitsky et al.,
2016) :KLOVW LW LV SRVVLEOH WR FRQGXFW D &URZGIX
own website, for instance Brewdog, a brewer and pub chain company raised
£750,000 in 2009 using their own resources (Collins & Pierrakis, 2012), the
focus here is on the CFPs dedicated to the crowdfunding concept. Features of
CFPs currently include forum style update capabilities, email exchanges, links
to SNS such as Facebook and Twitter and integration of secure third-party
payment processing (Beaulieu et al., 2015). Many platforms emphasise the
convenience provided by being online, for all users, in comparison to traditional
lenders who have relied on a physical presence and manpower. There is still
evidence that banks require in-person applications, which whilst developing a
personal relationship with the associated opportunity to reduce the bank § risk, it
can create a delay in processing applications (British Business Bank, 2017, p.
76).

These dedicated CFPs adopt different business models. Some have taken the
existing modes of finance and have disintermediated these conventional

sources, removing the banking and brokerage roles adopted by incumbent

10 Digital Artefact is defined here as a digital component, application, or media content that is
part of a new product (or service) and offers a specific functionality or value to the end-user
(Nambisan, 2017).
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institutions. Whilst these platforms enable the funder and investee more direct
interaction, they mimic many of the practices of conventional sources.
However, RBCF represents an innovative new model (Beaulieu et al., 2015).
Beaulieu et al.(2015) identified six distinct models of crowdfunding each with a
variety of attributes. The models are Private Equity, Royalty, Microfinance,
Peer-to-peer lending, Donations and Rewards. Each model involves a different
type of compensation or financial return. Beaulieu et al. (2015) points out the
importance of identifying the distinct models as research findings may not
necessarily be generalisable across the whole phenomenon or just to a
particular model. Four dominant models are found in Europe; Private Equity,
Lending, Donations and Rewards (Dushnitsky et al., 2016). In each case the
project creator receives finance and in return funders receive the following

compensation;

x Private Equity *the funders receive equity shares with rights to dividends

and, in some cases voting rights

x Peer-to Peer Lending £The funder receives return of the loan plus

interest.

x Donations *The funders receive satisfaction from the altruistic

behaviour, they may also receive public acknowledgement

x Rewards +The funders receive a pre-defined reward ranging from
merchandise (e.g. branded t-shirt), to an experience (invitation to back-
stage of a film set), but at the core is pre-selling of an idea, prototype or

early version of a product or service

The UK had a clear regulatory framework in place for equity crowdfunding since
2011 (Vulkan, Astebro, & Fernandez, 2016). In 2012 only Australia, France,
Ireland, Netherlands, Switzerland, and the U.K. were the OECD countries that
permitted CFPs to sell equity. In 2013 the JOBS Act came into effect allowing
equity CFPs to operate In the USA (Kshetri, 2015). By contrast, the largest
CFP, Kickstarter, a rewards CFP operated in the U.S., the U.K., Canada,
Australia and New Zealand in 2012 and people in more than 177 countries had
pledged to a project (Kshetri, 2015). Crowdfunding has been described as

disintermediated finance, where entrepreneurs gain direct access to investors
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rather than using intermediaries such as Banks, Venture capital firms (Cumming
& Vismara, 2017). The concept of disintermediation assumes that costs are
lowered or eliminated by removing the intermediary. However some research
shows that it is unlikely for the incumbents to be completely removed from the
market, due to discomfort cost of transacting online (Sen & King, 2003). Also,
as shown by Dushnitsky et al. (2016), some existing financial institutions are
developing their own CF products or collaborating with emergent ventures, for
example Santander { partnership with Funding Circle!!. Despite this,
crowdfunding still involves the use of a website that charges transaction fees so

in some sense they are simply alternative intermediaries.

A variety of technological developments are contributing to the expansion of
crowdfunding, including online payment systems (Short et al., 2017), Web 2.0
SNS (Smith et al., 2017), secure networks, cheaper storage (Estrin, Gozman, &
Khavul, 2016, p. 10). The diffusion of this technology is occurred much faster
than earlier technology. For instance, it took 40 years to reach 10% diffusion of
electricity, smartphones have taken only 10 years to reach 40% diffusion
(Sussan & Acs, 2017, p. 62). Payment systems particularly across national
borders and currencies has been complex and expensive until advent of online
payment systems and there is a growing perception of it being a secure and
easy to use system (C. Kim, Tao, Shin, & Kim, 2010). The advent of Web 2.0
has reduced traditional barriers of geography, access and asymmetric
information (Belleflamme et al., 2014; Mollick, 2014). Aside from technological
developments, the impact on SMEs of the global financial crisis in 2008 was
profound in terms of restriction of supply of finance, having most impact on
those unable to withstand the shock (Harrison & Baldock, 2015). Both bank
finance and venture capital sources were significantly reduced post- crisis (van
der Schans, 2015). The rapid rise in crowdfunding was partly a response to the
need for alternative sources of seed finance in the aftermath of the Global

Financial Crisis (Lehner et al., 2015).

Whilst crowdfunding is described as an online activity, the critical activity that is
addresses is to help projects get off the ground. This can be addressed in

several ways including offline events that may be organised and managed via

11|httgs://www.fundingcircle.com/bloq/2014/06/fundinq—circle—santander—announce-partnershi;:)- |
support-thousands-uk-businesses/|Accessed 1 June 2017.
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online means. For example, Gras et al. (2017) shows there are live
crowdfunding events, where entrepreneurs pitch to an audience in Munich,
Kolkata, Chicago and Melbourne and informal community rotating savings
programs where loans are agreed at meetings. Gras et al. (2017) argue that
these meet requisite efficiencies advocated in Transaction Cost Economics
(TCE) theories such as reducing uncertainty through personal interaction, and
media richness and investor-entrepreneur alignment theories, that advocate

that two-way richness of information transmission better aligns expectations.

Crowdfunding as a concept appears to be a highly dynamic one. The industry
is still at an embryonic stage, and rapid changes are taking place as platforms
jostle for competitive advantage. A platform that was the subject of several
early studies already appears to be defunct'? and others are adding new
enhancements to their offers'® and practices are evolving (Beaulieu et al.,
2015). In this rapidly evolving environment trying to create definitions is
challenging. One of the early researchers on CF refers to it as a place for
fundraising efforts by project creators for their endeavours in the form of small
monetary contributions from a large number of backers through internet-based
platforms (Mollick, 2014). But EH\RQG WKLV RWKHUV KDYH UHIHUL
FR P P X CaMnfho et al., 2015), inhabited by co-creators (Quero & Ventura,
2015) and an influence on what ideas are introduced to the world (Gerber &
Hui, 2013; Steigenberger, 2017). Therefore, although the concept of
crowdfunding is a dynamic one, for the purpose of this study, a working

definition would be;

3 $place for fundraising efforts with added value, by project creators for
their endeavors in the form of small monetary contributions and micro-
support from a large number of backers through internet-based
platforms. ~

Rewards-Based Crowdfunding is one of several types of crowdfunding

available. This study concentrates on Rewards-based as it is perceived to have

12 Sellaband a music crowdfund platform filed for bankruptcy in 2015
https://musicandcrowdfunding.com/2016/02/08/death-is-not-the-end-or-the-slow-death-of-
sellaband/]

13 For instance CrowdfunderUK platform arranged partnerships with Local Authorities and
Corporations from February 2015 to create a match funding offer
[http://www.crowdfunder.co.uk/funds|(Accessed 30 May 2017). Indiegogo from Jan 2015 has
offered a follow-up e-commerce solution|https://go.indiegogo.com/blog/2015/01/introducing- I
indemand.html{(Accessed 30 May 2017) is offering equity from Nov 2016.
https://go.indiegogo.com/blog/2016/11/equity-investing.html|(Accessed 30 May 2017).
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the potential to overcome barriers to resources faced by nascent entrepreneurs.
These aspects will be explained below. This includes articles and conference

papers as so little has been published on crowdfunding yet.

2.6.2 Rewards Based Crowdfunding

7KH &)39YV DUH FKDQJLQJ te\eydvihg Erdiddrerd, lstMféatures
may change. However, to illustrate, a project on the largest Rewards-Based
Crowdfunding (RBCF) platform, Kickstarter (Belleflamme, Omrani, & Peitz,
2015), would have the following features: a project webpage is created, which
has links to SNS sites such as Facebook and Twitter. The webpage contains a
project description, a set financial goal, a specified end date, and a list of
rewards with associated delivery timeframes. A video and images may also be
LQFOXGHG J/LQNHG WR WKH PDLQ ZHESDJH PD\ EH 3FR
webpages, essentially text-based forums where the project creator can interact
with backers. Live projects can be searched for by topic, region or name and
Kickstarter will curate and feature some projects on its main CFP landing
pages. The project is promoted by the project creator and backers pledge
towards specific rewards. Pledges are limited to a maximum of $10,000 but are
mostly priced between $1 and $500 (Colombo et al., 2015). Kickstarter
RSHUDWHU-RAEWBKOQJ  PRGHO the lanéyListranstek&i\ivhen
the goal threshold is achieved or exceeded (Buttice, Colombo, & Wright, 2017).
At the end of the online campaign timeframe, if the project has reached the
financial goal, then the funds are drawn from the bank accounts of the pledgers
and are transferred to the project creators (less transaction fees). The creators
then have an agreed time to fulfil the rewards, as stated on the project
specification. A feature of the process is that marketing is based on a prototype
of the product and so the processes of production, sales and marketing are re-
ordered as illustrated in|Figure 2-5|(Mollick, 2014).
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Figure 2-5 Comparison of Traditional and RBCF process

Source: Authok own design

There are a large number of backers using RBCF, contributing a small financial
value (Lehner, 2013) DQG DUH GHVFULEHG DV WDNLQJ WKH URC
decide to place their money on products that meet their own tastes
(Belleflamme et al., 2015) and key players who, as agents, co-create value for
both supplier and other consumers (Ordanini et al., 2011). They are private
individuals who (with exceptions) do not have a background of professional
investing (Macht & Weatherson, 2015). RBCF campaigns include a focus on
new products/services and particularly those still in development stages;
Rewards are tangible or intangible rather than financial which are usually set at
a wide range of price points. They include the product/service, often with
several versions at a range of price points, opportunities to simply give a small
amount altruistically; to acquire low cost merchandise; or to pledge a sum,
much greater than the product itself, to access an enhanced experience, such
as attending product launches or meeting the creators of the project
(Kuppuswamy & Bayus, 2017). The campaigns are highly visible, the amount
of capital collected and the number of people who have already backed are
displayed on the webpage, so visitors to the page are aware in real time of the

status of the campaign (Colombo et al., 2015).

Reviews of the potential benefits to project creators apart from access to
finance, have identified as: zero borrowing costs, healthier cashflow, producing
to meet assured demand, public market validation, public crowd feedback and

endorsement, customer relationship building and follow-on consumer sales
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(Beaulieu et al., 2015; Belleflamme et al., 2015; De Buysere, Gajda, Kleverlaan,
& Marom, 2012). Stanko and Henard (2017) reviewed 196 campaigns and find
that the number of backers influences future performance thus describe RBCF
as a relatively risk-free way to generate new product awareness and gauge
potential market response. Mollick (2014) reviewed 158 project creators who
had used Kickstarter successfully and found that 90% of these projects were
ongoing ventures for between 1-4 years after the campaign and had increased

staffing by 2.2 people.

A dynamic feature of RBCF is that projects can evolve over the life of the
campaign, driven by feedback from the crowd (Beaulieu et al., 2015). As the
campaigns are time-bound and the number of days to expiry is prominently
displayed, a sense of excitement and scarcity is built into the process (Cialdini,
1985; Gerber & Hui, 2013). RBCF Project creators have a choice of platforms
they can use. Kromidha (2015) compares three, based in the USA, UK and
Singapore. Terms and features are relatively standardised. The average time
to raise the goal is faster on the USA platform. There is a different focus in
terms of types of projects being funded meaning that despite operating in a
global marketplace, they serve regional requirements.

Whilst some scholars have pointed to the potential for RBCF to provide seed
funding for many new and small businesses, it is being used by established
companies such as FirstBuild, a subsidiary of General Electric, Hasbro (Toy
manufacturer), beer brand Shock Top, owned by Anheuser-Busch InBev
(Global drinks manufacturer) (T. E. Brown, Boon, & Pitt, 2017). Yet it also has
developed a mythical status for start-up ventures due to stories such as the
Pebble watch, which funded its second project goal of $500,000 in 17 minutes
and went on to raise $20.3m from 75,000 backers (T. E. Brown et al., 2017, p.
2).

The emergence of &) 3 Hés enabled the provision of evidence that shows
more fine-grained detail on the transition activities of individuals from
employment into new ventures. For instance, Burtch, Carnahan, and
Greenwood (2018) uses CFP data to show fine-grained evidence on
entrepreneurial activity. They point out that activity on the CFP platform
included individuals who are otherwise engaged in wage employment, so this

activity may not be significant enough to be the primary source of work, thus
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they would not appear on surveys of those self-employed (Burtch et al., 2018, p.
20). Some evidence has found that in the USA, RBCF has begun to provide
funding in regions and industries underserved by traditional sources of funding
such as leisure and the arts (Stevenson, Kuratko, & Eutsler, 2018). Thus, this
implies there may be several reasons why RBCF is being used.

In RBCF there is the project funding goal and the amount raised. The project
funding goal is important when a threshold model, often termed 3$-OrOQ RWKLQJ”
applies (Butticé et al., 2017). In this case, the money is not transferred unless
the threshold of the funding goal is achieved within the predetermined
timeframe. Early research using a population of 48,526 campaigns from one
platform found an average funding goal of $9,866 for all campaigns and
successful campaigns had an average funding goal of $5,608, failed projects
receiving $900 and successful receiving $7825 (Mollick, 2014). More recent
research has found similar amounts but from much smaller populations. For
instance, a funding goal average of $3,600 successful projects and $5,400 for
unsuccessful projects, raised $4,704 successful and $70 unsuccessful (Tharridl
& Kamleitner, 2016). A research report from the UK suggests average amounts
raised in 2016 were £11,600 (Zhang et al., 2017). However, there are a few
outlier projects that raise significant amounts. For instance, in the case of the

Pebble Watch, the funding goal of its first project was $100,000 and they

received $10million (Lehner et al., 2015). [Figure 2-6|shows the number of

successful projects on the leading platform, Kickstarter. As of January 2019
150,000 projects were successful, yet 85,830 (56%) raised between $1,000 and
$10,000. Only 334 had raised over $1 million. Whilst this scenario creates
different challenges, it shows the flexibility of RBCF to provide finance for

projects of a variety of different scales.
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Figure 2-6 Number of successfully funded projects on Kickstarter, January 2019
by amount raised (in U.S. dollars)

Source:KickstarterAccessedpril 2019
www-statistaecom.hallam.idm.oclarg/statistics/235397/distributionof-

kickstarterfunds-raisedby-successfulprojects/

From the literature presented in Section|2.5.1(Seed finance sources| we can

see that seed finance accessed from traditional external sources ranges from
£10,000 up to £200,000. This means the average campaign on RBCF is raising
money at the lower end of the scale. This raises a question of how are ventures
being started using such low values, particularly given the assumption that

financial distress from lack of cashflow raises the likelihood of bankruptcy as

discussed in Section|2.3.2

In terms of RBCF, there is a gap in the academic literature regarding added
value © As discussed above, intangible resources have been shown to be
highly valuable for new ventures (Lichtenstein & Brush, 2001; Macpherson &
Holt, 2007). Both Macht and Weatherson (2015, p. 197) and Fraser (2015, p.
81) speculate whether finance providers using CFPs are able to carry out the
same added value roles of traditional financiers. In research on RBCF, this
issue has begun to be explored. There are no studies so far that consider the
prevalence or intensity of interaction between backers and entrepreneurs, but
research has begun to look at motivations to interact and has identified some

benefits from interactions. Ryu and Kim (2016) show that RBCF backers are
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motivated not simply by the reward but by philanthropy, relationship building
and active participation. For some backers of creative projects, drivers are
emotional rather than rational, and RBCF represents an opportunity for agency
through involvement (Hills, 2015; Steigenberger, 2017) For entrepreneurs, this
has the potential to provide a unique resource which enables both pre-testing
the market, and the prospect to crowdsource solutions to fully realise the idea
(Lehner et al., 2015). Examples of added value found to be occurring in RBCF
include an ability to interact and build relationships long term, extend network
connections, feedback on product design, co-creation, word of mouth
promotion, providing advice on using crowdfunding, overcoming export
problems and even initiating crowdfunding campaigns to bring a project to life
(Gerber & Hui, 2013; Hills, 2015; Lehner et al., 2015; Quero & Ventura, 2015;
Stanko & Henard, 2017). RBCF research shows that outlier projects combine
the use of RBCF with finance from Business Angels (Lehner et al., 2015). In
comparison, in other types of CF, Business Angels are investing alongside the
crowd (British Business Bank, 2017), yet Moritz, Block and Lutz (2015) found
entrepreneurs estimated that only 10% of those investors were actively seeking
involvement and communication. In particular, the investors in the study were
not interested in direct communication when the relative amount invested was

small.

RBCF may provide follow-on benefits such as legitimacy evidence for other
investors. In order to access both equity and debt, there is a need to provide
proof of concept by demonstrating a market for the product (G. Fisher et al.,
2016, p. 390). This forms part of the evidence of track-record. A successful
RBCF campaign provides this evidence, by creating a customer base, and so
may have the potential to provide a pipeline for other sources of finance
(Belleflamme et al., 2015; Fraser et al., 2015, p. 83). These aspects of RBCF
may form part of the motives for using RBCF. RBCF research has shown that
the crowd may be a source of expertise in the sense of selecting viable projects
(Mollick & Nanda, 2016). A few actors within the crowd are providing benefits
beyond purchase of the reward, which have proved valuable resources to
entrepreneurs with outlier projects. These include provision of capabilities and
acceleration of the process of reaching the market, although also adding scaling
and reputational risks (Lehner et al., 2015). Colombo, Franzoni & Rossi-
Lamastra (2015) and % ° X1 'D U YaHdDL&goux (2014) use a webdata set
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from a platform, both showing that project initiators back each other. % ° X|
Darveau, and Legoux (2014) point to a current feature of the Kickstarter

platform that pledges are visible against a personal profile.

The effect of this feature is that there appears to be an impact on prosocial
behaviour possibly due to the perceived consequences on personal reputation,
although this is only a speculative explanation for the results found. Gerber and
Hui's (2013) study in the USA conducted 83 interviews of those participating in
crowdfunding, over half of which had both created and backed a project. The
aim was to elicit more detailed explanations of motivations of both project
creators and backers. They found that project initiators were both learning
vicariously by observing campaigns as well as directly interactively sharing
advice about their RBCF projects both on and offline, with actors expressing a
sense of mutual obligation. This study focussed on the process of the project
with the aim of informing the design of crowdfunding platforms and support tools
rather than an exploration of entrepreneurship, venture creation or network

development.

More recent research studying the blogs of crowdfunding advisors suggests that
to gain the benefits entrepreneurs need collaborative capabilities (Fehrer &
Nenonen, 2019). So, from these studies it suggests that the CF platform
mechanism can act as a way for learning about how to conduct a campaign and
some actors seem willing to share both knowledge gained and back others
financially. What is not clear from these studies is whether these are resources
that the founders are seeking from RBCF. This is because much of the
research is done after the campaigns have finished and many are only looking
at the data generated by the process, or prescriptions of advisors, rather than
asking entrepreneurs about their experiences of RBCF. So do founders come
to RBCF expecting to gain backing from beyond family and friends? How are
they forming ties to potential backers? Do they expect to develop their ideas by
co-creating through the RBCF process? Or are these benefits that emerge
through the process and, therefore, value is placed on them after the event?
These are questions that need to be explored with the users of RBCF to

understand the meaning more fully.

Traditional finance from banks or private equity from family, friends and

colleagues involves a private application or negotiation. In contrast, accessing
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ILQDQFH YLD &)3TV LQYROYHV SloRBGFQW toQriecborSXEOLF

to SNS sites such as Facebook and Twitter are clearly displayed and

encouraged and update and comments sections are provided for CFP site
users (Beaulieu et al., 2015). The importance for having a social network on
Web 2.0 and SNS, ideally beyond immediate family and friends, has been
shown to influence the early stages backing significantly which then signals to
others the legitimacy of the project, with success breeding success (Colombo et
al., 2015; Mollick, 2014). Although, Mollick (2014) shows, it is better to have no
SNS presence than to have a very small network. SNS enables backers to
promote projects proactively. The number of contacts on SNS and the level of
backing and sharing within the first 3 days of a campaign, may ultimately
determine its success (Colombo et al., 2015; Li, Rakesh, & Reddy, 2016).

Although other factors for successful projects are having more friends and

sparse networks (Hekman & Brussee, 2013) and attracting a significant number

of backers (Galuszka & Bystrov, 2014) from the within the crowdfunding

community through behaviours such as demonstrating mutual identification and

reciprocity (Colombo et al., 2015). Quero and Ventura (2015) highlight the
LPSRUWDQFH RI WKH HI[LVWHQFH RI D FRPPXQLW\ SULR
FXOW X U D @iille,RELE\WMdedsure success.

More recently, the backer community has been considered in more detail, and
findings show that backers on average include contributions of 37% from family
and friends, 19% from professional networks and 42% from new contacts
(Skirnevskiy, Bendig, & Brettel, 2017). This proactive use of SNS, combined
with the number of updates, comments, likes, and shares help to enhance
success through furthering the development of trust (Bi, Liu, & Usman, 2017,
Kromidha & Robson, 2016; Xu, Zheng, Xu, & Wang, 2016). Thus, a significant
barrier for entrepreneurs using RBCF is the size of their existing online social
network. However, social networks take time and effort to build (Schutjens &
Stam, 2003), so the network needs to be built up in advance of launching a
RBCF project.

Another challenge for entrepreneurs is their technological capability. Those
entrepreneurs who are technophobic, or lack training will struggle to gain the
early market-traction needed. This is complicated by the continual morphing of

technology making it hard to keep skills relevant (Morgan-Thomas, 2016, p.
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1129). A further potential barrier is the ability and willingness to interact and be
transparent with the community. The crowdfunding community, particularly in
the cultural sector, is a place where many proactively seek the opportunity for
involvement and co-creation beyond the financial benefits (Hills, 2015; Ordanini
et al., 2011). Effective communication skills are clearly an important factor in
ensuring regular updates and prompt feedback (Antonenko, Lee, & Kleinheksel,
2014). This does cause anxiety for some. Fears expressed by those lacking in
crowdfunding experience and the nature of online communities are fear of
disclosure, of visible failure and of appearing desperate (Gleasure, 2015).
Whilst many discover they enjoy the backing of an extensive community, which
creates a feeling of emotional support, some perceive this as undue pressure
(Harburg & Gerber, 2015). Clearly, there will be certain participants that revel in
the sharing process and those that are happier away from the attention
(Davidson & Poor, 2015) and this may influence the choice of which source of

finance is most suitable.

The benefit that RBCF has is that in using SNS, it helps to develop and
strengthen the bonds between customers, creating what Quero and Ventura
(2015) describe as balanced centricity where all agents benefit. RBCF further
helps to provide the evidence and validation required for on-going seed funding
from other sources (Colombo et al., 2015). Using RBCF is about interacting
with a large volume of potential customers using SNS channels. This may be
perceived as a serious challenge compared to completing an application and
meeting a few financiers privately. And yet the process of customer interaction

cannot be avoided.

Whilst there is an exchange of finance when backing in RBCF, other resources
provided, such as promotion through SNS dissemination (sharing) (Fischer &
Reuber, 2014; Smith et al., 2017), new connections and feedback are all
provided at no economic cost. Resources are thus being acquired
inexpensively and conveniently from internet-based weak ties (Barnes et al.,
2012; Neves, 2013). Yet these activities have not been studied within the
context of the lived experience of the entrepreneur and, therefore, it is not yet
clear how nascent entrepreneurs perceive the value available from the online
context of RBCF or how they build their ties offline and online and obtain

resources using RBCF.
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2.6.3 Section summary

With RBCF being a new and growing phenomenon, it is important to reflect on
the wider outcomes of RBCF which may provide a range of financial and
intangible benefits. Nevertheless, the RBCF process creates new challenges
for entrepreneurs so, whilst it overcomes some batrriers, it creates others. Both
the benefits and challenges of the phenomenon are considered. Itis also
important to understand how and why this new source may fit into the finance

ecosystem.

From the literature about the practices of start-ups, RBCF has emerged which
provides cashflow from external providers, although for relatively small values
for most users. RBCF has not been empirically reviewed in relation to other
options for cashflowing a new venture. Therefore, research is needed to
understand how nascent entrepreneurs perceive and enact RBCF compared to

other options.

2.7 Strategies to obtain finance

As discussed earlier, for nascent entrepreneurs, resources lie outside the
boundaries of the firm. Therefore, they need to initiate, create, and maintain a
network of ties to access valuable resources. On the assumption that time is a
constraint, seeking out resource providers that can offer multiplex resources
would appear a reasonable approach (Newbert & Tornikoski, 2013). Here the

literature on the strategies to obtain finance is considered.

2.7.1 Hierarchy pecking order or bootstrapping

There are two streams of literature that explore strategic practices for accessing
finance. The two strategies are Pecking Order theory and Bootstrapping.
These strategies are considered in the light of earlier discussions of the
resources and social network theory. It also considers how RBCF fits into the

existing knowledge on Entrepreneurial Finance.

One theory that has been applied to small businesses to explain the choice of
the finance source is Pecking Order Theory. Originating in corporate finance
theory, Pecking Order theory proposes that, due to the costs of finance and
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asymmetric information, firms will use internal funds first and use external
finance only once these are exhausted. Moreover, debt is preferable to equity
from external finance, as a preference for the cheapest source of finance
(Myers & Majluf, 1984). This theory developed in relation to more mature and
larger firms. It assumed there were three sources of funds: retained earnings,

debt, and equity.

However, there are several underlying assumptions within this theory. These
include unrestricted access to all three; that they follow a linear sequence; that
the skills to evaluate the choice exist; that the only criteria involved are the costs
of the finance and the provision of information to the investor; and that there is a
desire to follow the growth stages model as proposed by Berger and Udall
(1998), Further, the asymmetric information assumption is framed from the
perspective of the investor not the entrepreneur. In the case of start-ups,
earnings will not be retained until the firm becomes profitable, often several
years into the life of the firm and, therefore, sources of finance, as shown above

by the research on seed capital, are personal or family related.

Also, as discussed previously, there are barriers associated with start-ups such
as lack of trading history, lack of assets, as well as supply constraints that limit
the choice of sources of finance (Atherton, 2012; Cosh et al., 2009). The high

volumes of credit card debt used by start-ups, as shown in Section|2.5.1{ also

suggest that the preference for the cheapest source is an inaccurate
assumption. Further, the use of debt increases the risk of financial distress due
to 3KLJK JHD U th®deedx@)x&ay capital (Atherton, 2012, p. 29). As
discussed in Section|2.5.1| Business Angels provide relevant added-value

resources beyond the financial capital, so the criteria for choosing this form of
finance is not restricted to cost considerations. However, what can be
considered as a possible insight of Pecking Order Theory is that there may be a

hierarchical and sequential choice between forms of finance.

Various studies have considered whether Pecking Order theory actually applies
to small business. Romano, Tanewski, & Smyrnios (2000) surveyed 1,000
family businesses in Australia to find out the factors that influence their
financing decisions. Whilst Pecking Order Theory explained a preference for
internal over external sources, the firms favoured private markets over public

markets. The financing decisions were the result of complex array of social,
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behavioural, and financial factors. For instance, entrepreneur objectives such
as remaining in control, accumulation of family wealth, provide careers for
family and growth-orientation can have an impact on the choice of finance
sources. Paul, Whittam and Wyper (2007) studied whether the Pecking Order
theory applied to start-up businesses, and observed that many of the variations
in findings of studies on this theory stem from the variety of ventures studied, in
terms of size, confusion over the use of internal or externally supplied debt or
equity, the requirement for personal guarantees. They interviewed 20 high-
growth businesses in Scotland where finance had been obtained from business
angels. Whilst Paul et al. (2007) acknowledge that these are the antithesis of
many start-up businesses, the study found that, whilst the entrepreneurs used
their own funds first when external finance was required, the main source was
equity from business angels in preference to bank finance. This was on the
basis that bank finance represented a personal liability because of personal
guarantees and the business angels brought added value in terms of business
skills and commercial contacts and networks. So, these studies on small,
though relatively mature businesses or high-growth businesses, show that
choice of finance is not simply about economic cost but about control, long-term
strategy, growth-orientation, accumulation of collateral, the external economic

conditions and access to complementary skills.

Pecking order theory only considers the preference for a hierarchy, yet
entrepreneurs show a preference for retaining control, reducing service costs
and accessing high-quality skills (Cosh et al., 2009; Vanacker, Manigart,
Meuleman, & Sels, 2011). The application of pecking order to small businesses
suffers from an underlying misconception that small business are scaled-down
forms of large businesses thus behaviour is driven by the same assumptions
(Rutherford, Pollack, Mazzei, & Sanchez-Ruiz, 2017) and was conceived prior
to the emergence of crowdfunding. An alternative strategy used by many start-

ups for accessing and managing finance is Bootstrapping.

Bhidé (2000) was one of the first researchers to highlight the potential of
financial bootstrapping for the financing of new and small businesses.
Bootstrapping involves using creative ways of accessing resources and there
are two forms. The first form involves creative ways of acquiring finance without

resorting to banks or raising equity from external sources. The second form
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includes strategies for minimizing or eliminating the need for finance by

securing resources at little or no cost (Harrison, Mason, & Girling, 2004).

Research has shown that, whilst some use bootstrapping as a reactionary
activity to resource constraints, some research suggests over 95% of firms use
it proactively to manage resources (Bellavitis et al., 2017). Whilst some
scholars argue that Bootstrapping is a construct that should be confined to only
the financial aspects (Rutherford et al., 2017), others see Bootstrapping as
inherently overlapping with using social networks to access resources and
includes activities such as delaying payments to suppliers in order to manage
cashflow (Jones & Jayawarna, 2010).

| argue that bootstrapping can be perceived as a combination of practices that

are identified within large firms yet practiced in less sophisticated forms and

possibly more improvisational than strategic. This includes EXLOGLQJ 36 WUDW
$ O O L D(®rEthevton & Chaston, 2005), productivity or $.ean thinking “(Benner

& Tushman, 2003; Blank, 2013) DQG 3:RUNLQJ &DSLW Ofatap QDJIH P H ¢
Singh & Kumar, 2014). 7KH SUDFWLFH R BEXEOOLMLID{BMHID VWHH | H
bringing together partners with complementary skills to differentiate products or

lower costs (Bretherton & Chaston, 2005). 7KH SUDFWLFH RI SR GXFWL
WKLQNLQJ  UHIHUV WR MéhtatithRaaMhie@ Xhe KnpravddSudd)

of resources (Benner & Tushman, 2003; Blank, 2013). The practice of

managing cashffowhasaOVR EHHQ WHUPHG 3:RUNLQJ &DSLWDO
where the continuous cashflow from customers and to suppliers is proactively

managed to maintain the financial health of the firm (Pratap Singh & Kumar,

2014). All these practices imply containment or lowering of costs, therefore

implying less pressure to resort to external finance, which increases costs.

Rutherford et al. (2017) argue that using bootstrapping rather than external
finance sends a signal of low quality. This assumes that obtaining external
finance provides a low-cost signal of legitimacy to other resource providers.
This legitimacy is achieved by demonstrating that the business and the debt
provider believe the business capable of servicing the debt (Rutherford et al.,
2017). They implicitly assume the source of the finance is a market-based
arms-length RU 3 Ftie (Hallen & Eisenhardt, 2012; Hite, 2003) and that the
relationship with external finance providers confers legitimacy in the perceptions

of other actors. Legitimacy may depend on the nature of the transaction and/or
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the nature of the finance provider. It also assumes that the process of sourcing,
negotiating and contracting for the debt is equivalent for all businesses and
providers (Ford & Mouzas, 2010). They ignore the current variety of sources of
finance and services on offer (Bellavitis et al., 2017). Further, they ignore other
signals, suchas SKLLIKDULQJ  ZKLFK V narggibl Qistredd avidNddbdt- |
related bankruptcy, due to the effects on cashflow and debt servicing costs
(Atherton, 2012; Myers & Majluf, 1984). Other scholars suggest that using
bootstrap techniques can have both a positive influence, in terms of growth
(Jones & Jayawarna, 2010; Vanacker et al., 2011) or a negative influence on
performance (Winborg & Landstrom, 2001). In addition, | suggest that internal
cash management techniques can have either positive or negative
consequences on customer and supplier relationships and goodwill of the family
(Vanacker et al., 2011).

The failure of early stage businesses is attributed to financial distress leading to
bankruptcy (A. N. Berger & Udell, 1998, p. 627; Mac an Bhaird, 2010). This

suggests that whilst financial resources possess value for businesses, cashflow

is a fungible resource and, therefore, does not directly contribute to competitive

advantage (Nason & Wiklund, 2018). Some scholars argue that cashflow is
FULWLFDO IRU JURZLQJ EXVLQHVVHV IRUPLQJ WKH 3SU
RWKHU IDFWRU LQ S dbbs & Harilidi, 200, HE6). | suggest

that, whilst cashflow is valued less that knowledge and advice (Nason &

Wiklund, 2018) LW FDQ EH OLNHQHG WR +HU]JEHUJYV FRQFH:
(Herzberg, Mausner, & Snyderman, 1959). This concept related to the factors
DIITHFWLQJ SHRSOHYVY DWWLWXGHYVY WR ZRUN 7KH K\JL
working conditions, are poor motivators (Ariely et al., 2008), yet their absence

can create dissatisfaction. In this conception, the presence of hygiene cashflow

does not contribute to competitive advantage, but the absence of it will

contribute to financial distress.

The following studies look at the actual use of bootstrapping, motivations to use

LW DQG LPSDFW RI WKH HQWUHSUHQHXUVY SHUFHSWLF
finance. Carter and Van Auken (2005) extended the work of Winborg and

Landstrom (2001), by examining the perceived constraints and ability of

entrepreneurs, with a survey on small firms in lowa, US. They showed that
GLIITIHUHQW VW\OHV RI ERRWVWUDSSLQJ ZHUH XVHG GH
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perception of risk and their own ability to determine their finance needs. They
also observed that some bootstrapping activities could be proactively planned,

and others arise reactively during operation of the business.

Two studies examined the bootstrapping behaviour of firms. Vanacker et al.
(2011) measured the actual use of various aspects of bootstrapping, tracking
them over 5 years. They find that those who use more of their own funds,
employ more interim personnel, apply for more subsidy finance, and speed up
cash collection from customers will exhibit higher growth. Whilst Vanacker et al.
(2011) does not include questions about bartering behaviour in the study, they
observe that there may be an opportunity cost to making marginal savings over
spending time on more critical growth opportunities and that relying on social
networks to provide resources may risk uncooperative behaviour. Vanacker et
al. (2011) point out that bootstrapping should be taken account of within finance
theory because contrary to Pecking Order Theory for start-ups that do not have
internally generated finance, (where the expectation is, they resort to external
sources), is that start-ups proactively engage in cash management and use
social contacts. Thus, bootstrapping can be used as a substitute for external
finance through the use of social networks, relational strategies although risking

damage to social capital (Vanacker et al., 2011).

Another study by Winborg (2009) examined the motives for using financial
bootstrapping of those using incubators to establish their businesses in
Sweden. They found three types of bootstrap behaviour: cost-reducing
bootstrappers, capital-constrained bootstrappers and risk-reducing
bootstrappers. Bootstrapping starts mainly with cost-reducing behaviour and
over time moves towards more risk-reducing behaviour, showing a change in
method as firms mature. For those capital-constrained bootstrappers, it is a
response to constraints thus a more reactive strategy, whereas for those cost-
reducing and risk-taking bootstrappers, it can be used as a pro-active strategy,
that can help to use resources more creatively (Winborg, 2009). Winborg
(2009) did not compare the results to Pecking Order Theory; however, they
noted that virtually all firms used some form of bootstrapping at some point in

the lifecycle, giving further weight to incorporation into finance theory.

More recent research has suggested that bootstrapping is used by

entrepreneurs with different growth intentions. Lifestyle entrepreneurs more
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often used bootstrap capital; Middle market ventures (growth limited by
FRPSOH[LW\ XVHG D FRPELQDWLRQ RI ERRWVWUDS FD
HY H Q W-Up¥ With Objéct to return invested capital through stock market

listing) used primarily Venture and/or Angel capital (Zimmerman, 2009). Other

research suggests it is part of a financing escalator and is a pragmatic approach

through which agile and flexible financial solutions can be found, rather than a

strategic choice to retain control. Firm owners recognise the need to acquire a

number of customers before approaching prospective funders or government

agencies for support (Mac an Bhaird & Lynn, 2015).

Thus, whilst Pecking Order theory suggests a hierarchy of preference for
finance taken in sequence and influenced by the cost, research on
bootstrapping suggests that growth intentions and behaviours around risk
influence the response and choices around bootstrapping activities. Yet
bootstrapping includes creative ways of accessing finance without resorting to
debt or equity (Harrison et al., 2004), which, in effect, in larger firms simply
become termed sophisti FDWHG WHFKQLTXHV RI 3:RUNLQJ &DSLW
(Pratap Singh & Kumar, 2014). Secondly, bootstrapping also includes
strategies for minimizing or eliminating the need for finance by securing
resources at little or no cost (Harrison et al., 2004), which in larger firms may
simply be an attitude of cooperativeness, resource pooling with initially no
apparent exchange of value, but a social obligation to reciprocate in the
unspecified future (Engel et al., 2017; Uzzi, 1997). Overall, bootstrapping is a
strategy utilising social capital within your tie network to generate resources on
more informal favourable or flexible terms than that offered by institutions such
as banks or offered by wealthy individuals such as business angels. When
considering RBCF in the light of these theories on strategies for obtaining
finance, elements such as amount secured and added-value, do not appear to
be taken account of by Pecking Order theory, whereas some bootstrapping
activities elements such as social resource acquisition corresponds with the

element of added-value.

Returning to the earlier discussion on the sources of finance used by small
business, one aspect that does not appear to be explained by either pecking
order theory or seem to fit with bootstrapping is the use of credit cards which

are extremely expensive methods, and yet can currently be accessed with
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ease. To the author § knowledge, there are no studies that explain this
phenomenon, so an assumption would be that speed and low barriers to access

may be significant factors. This may have implications for RBCF as a choice of

finance. As discussed in Section|2.6.2|earlier, the use of SNS in order to

successfully raise finance involves a significant investment of time to develop,

may be unfavourable compared to the speed of access of credit cards.

2.7.2 Use of networks to access finance

A few studies have considered how networks are used to raise finance.
Jonsson and Lindbergh (2013) studied six fashion start-ups in Sweden to
ascertain how they used social capital to obtain bank funding and financial
information (e.g. how to manage cashflow, trading terms, inventory
management). They found initial sources were all from private savings or
family/friend loans and subsequent funding was all from banks. This bank
funding was obtained through functional ties, whereas financial information was
obtained through close business network ties that were industry actors or were
business mentors. They observed that the relational trust of bankers was low
and any information provided by the bank was perceived to be of low value,
whereas the relationships with the close business network ties has social
attachment embedded and advice is perceived as valuable. Further, social
attachment was developed through reciprocal favours. 1Q - D F(ROL®) review
of network research, she identified five studies that considered networks and
social capital in relation to the acquisition of finance. Of these, three were on
later stage investors or public subsidy, one on Venture Capitalists and she
found that these financiers consulted a formal network for information (Fiet,
1995), one looked DW SXEOLF VXEVLG\ RI $QJHO(MasSOWZ RUNV L
Harrison, 1997); one was on finance accessed through an Initial Public Offering
(IPO) on the Stock Market (Florin, Lubatkin, & Schulze, 2003); and one was
from the investors perspective (Shane & Cable, 2002). Two studies are more
relevant. A longitudinal case study of 7 years on a firm supplying services to
the oil and gas industry was carried out by Steier and Greenwood (2000). This
study found the entrepreneur seeking investment from professional industry
actors rather than professional financiers. In fact, the Banks were specifically

avoided as the father of the entrepreneur, himself an entrepreneur of a multi-
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million-dollar business, had the bad experience of being forced to close his
business by the bank. These investors provided a supportive network that
aided survival of the business. A sixth study identified by Jack (2010) was not
on raising finance but on improved revenue performance. It is considered here
because RBCF is about raising finance through the customer relationship and
the study considers a slightly different construct from social capital, which is
social competence. Social competence in this study is defined as the ability to
accurately perceive others, skill at impression management and
persuasiveness. This study considered entrepreneurs in two industries, retail
cosmetics and high-tech industries and measured by self-report (Baron &
Markman, 2003). This study found that that the ability to accurately perceive
others was positively related to improved revenue performance meaning that
their effectiveness in interacting with others face-to-face may play a combined
role with their cognitive processes and their social capital (reputation,

experience and social networks).

Of the two relevant studies above on finance and networks, the one on seeking
finance was from $200,000 on foundation to between $100,000 and $500,000
nearly every year for 8 years (Steier & Greenwood, 2000). For the study on
improved revenue performance, the value of revenue is not revealed but
median employees were 86 (Baron & Markman, 2003). Thus, in comparison to

the amounts of finance being sought by average UK small firms, these are

significantly higher (see Section(2.5.1|Seed finance sources) but show that in

these situations investors look for trusted ties and the social competence of the
entrepreneur may influence customers propensity to spend. Steier and

*UHH Q Z RB@Y &tudy also shows that, whilst the study focussed on

establishing the strength of ties and structural holes in the network, it revealed a

richer understanding of the development of the network of investors. Venture

capitalists were not willing to invest, so further investment was obtained mostly

from the networks of original investors, combined with business expertise. The

resources supplied by the investors ultimately become multidimensional, they

were able to supply new customers, legal and business advice, financial
HISHUWLVH RLO LQGXVWU\ H[<hed Had i3 totll BoRsHf3JHQHUD ¢
SHRSOH”™ )XUWKHU WR WKLV WLHV ZHUH VWUHQJWKH
but also through recognising there was a common set of personal values

between themselves and the entrepreneur. Steier and Greenwood (2000)
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VXJIJHVW WKDW WKH PXOWLGLPHQVLRQDIO UHODWLRQV
UHJHQHUDWLRQ DQG UHFRQVWLWXWLRQ™ DQG IRU WKI

potential emerges over time.

The possible implications for entrepreneurs faccess to finance by undertaking a
RBCF in order to start their venture is that, whilst the amounts being sought are
generally significantly lower than those in these studies, the social competence
of the entrepreneur may influence the interaction with backers; building a
network of backers with multidimensional interest in the venture could lead to a
virtuous cycle for their new venture. In terms of understanding RBCF from a
bootstrapped finance perspective, bootstrap finance may be sourced from
family and friends, and although bootstrapping is about ongoing management of
cashflow it only considered delayed payments to suppliers, whereas RBCF
enables improved cashflow by advancing payments from customers.
Bootstrapping also considers access of resources a little or no cost, and it has

been shown (see Section|2.6.2[Rewards Based Crowdfunding) that backers in

RBCF are providing added value apparently without charge.

2.7.3 Plans, pitching presenting evaluation of the project

As discussed in Section|2.6.2| the RBCF campaign is centred around a

webpage which contains a project description, a short video, and links to SNS.
This describes the project being funded, the funding goal and the levels of
rewards available to backers of the project. This is the device used to convey
information to the audience and influence their backing decisions. There is
currently no research that considers the role of this RBCF device, yet there is
extensive reseaUFK WKDW FRQVLGHUV WKH UROH WKH pEXVL
traditional resources. Creating a business plan is an expectation by traditional
providers of finance as a tool to convey a predicted future to an audience for
evaluation (G. Fisher et al., 2016, p. 390; Maxwell et al., 2011) and is expected
to contain specific forms of stylised information (Stokes & Wilson, 2010, p. 188).
It is effectively an institutional norm to which legitimacy is attached by evaluative
institutions e.g. governmental authorities and financial analysts (Uberbacher,
2014, p. 671). The plan is not the only device, as face-to-face negotiations are
also employed to summarise the plans, in what has become referred to as the

3 S L WK, 2008; Drover et al., 2017, p. 1822; Hallen & Eisenhardt, 2012). In
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the pitch sensegiving strategies are employed to influence evaluations. For
instance, symbolic displays of conformity are employed e.g. dress codes, are
used to convey professionalism (Zott & Huy, 2007, p. 85); apparent attributes of
entrepreneurs are displayed e.g. passion, creativity and sales ability (Cardon,
Wincent, Singh, & Drnovsek, 2009, p. 521; Clark, 2008) and analogical or
metaphorical framing employed to resolve uncertainty and justify legitimacy
(Cornelissen & Clarke, 2010). Small business have been criticised for their
poor ability to conform to these standards and expectations of finance providers
(Mason & Kwok, 2010). Further, these evaluative institutions are relied on by

other audiences for signals of legitimacy (Uberbacher, 2014, p. 671).

<HW D B2EXVLQHVYV SODQ’  KdytamétRRIMbIrniatiy D NH Q
sociomaterial artefact that crystalizes and objectifies beliefs (Balogun, Jacobs,
Jarzabkowski, Mantere, & Vaara, 2014; Weick, 2006, p. 1725). Plans are

based upon assumptions which rely on past behaviours to predict future

possibilities yet ignores the fickleness of human behaviour. Whilst the

enactment of the practice of planning may play a role in prompting sensemaking

on activities (Hoang & Antoncic, 2003, p. 16), as attributed to Mike Tyson
3(YHU\RQH KDV D SODQ XQWLO \RX (BlahW/ 28I8RQIFKHG LQ W
other words plans cannot cover all eventualities and is particularly difficult in

uncertain environments. Adding to this Uberbacher (2014, p. 674) points out

that audiences are presumed to be similar in the manner in which legitimacy is

evaluated, stating theyare S HPSLULFDOO\ FROODSVHG LQWR WKH
MRUJDQL]DWLRQDO HQYLURQPHQWT~

Zott and Huy (2007) find that symbolic actions of more skilful entrepreneurs are
adapted to the context, for example dress codes for meeting investors are
different to meeting sub-contractors in the IT industry and how impressive, well-
appointed buildings can impress some audiences yet be a fiction. The
traditional fundraising process relies either on digital-based screening (Agarwal
& Hauswald, 2006) or closed personal meetings with in some cases selected
members of a hard-to-access group of individual financiers. In contrast, RBCF
is built around transparent web-mediated interactions with a large audience.
This affects not only the underlying interaction dynamics but also the
informational foundation of ensuing relationships (e.g., in-person pitches vs.

online campaign pages) (Mollick, 2014).
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More recently Smith et al. (2017, p. 25), identified that SNS may be creating
SDXGLHQFH FROODSVH" LQ RWKHU ZRUGYVY WKH DJJUHJ
HQYLURQPHQW  PD\ KDYH PRUH. URA @.26) therefdte, 6 PLWK
argue that entrepreneurs need to effectively use SNS digital profiles to curate

their self-presentation. Given the question of whethHU H[SHUWYV DQG 3WKH
differ in their evaluation of project Mollick and Nanda (2016) found that the

multiple evaluat LRQV RI 3S\WKH FURZG™ UHGXFHG WKH LQFLGHC
and improved the ability to gain funding from receptive communities not

represented by experts. Thus this study draws on understanding the purpose

and growth orientation of the participants and reviews the material presented in

the RBCF campaign to understand how this supports the interaction with the

audiences and facilitates engagement with backers.

2.7.4 Section summary

The finance practices of start-ups, such as bootstrapping, show they use
methods of cashflow management and social resourcing that limit the need for
external finance (Winborg, 2009). There is said to be a hierarchy of preference
starting with internal sources of finance followed by external, progressing
through debt then equity (Paul et al., 2007). Yet a recent report by the British
Business Bank!* shows that SMEs seeking external finance use mostly
overdrafts and credit cards (British Business Bank, 2017) expensive forms of
debt associated with firm closure (R. H. Scott, 2009). These studies on

financial choice implicitly include the assumption of ambitious growth, which, as

discussed in Section|2.2.1 may not hold for all nascent entrepreneurs.

Business plans are the artefact commonly used to evaluate ventures seeking
finance. Yet alternative mechanisms may be used to present online, which
have been reviewed from the perspective of the investor but not from the lived

experience of the entrepreneur using RBCF.

“W7KH %ULWLVK %XVLQHVYV %DQN LV D GHYHORSPHQW EDQN ZKROC
Government. ltdelLYHUV PRVW RI WKH JRYHUQPHQWYfV SURJUDPPHYV DLPI
access to finance through a range of financial facilities. http://british-business-bank.co.uk.
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2.8 How has RBCF been studied

So far literature on RBCF has predominately examined how to create a
successful campaign. A systematic review of the RBCF literature found 58
relevant papers (Green et al., 2017) of which 38 used statistical analysis using
webdata, mathematical modelling, surveys, and experiment, 5 were law or
accounting reviews and 15 were case studies and interviews. The topics
studied were industry factors (9), campaign operational factors (7), motivations
and deterrents (7) and campaign success factors (35). A further review by the

author conducted in 2018 considered the number of articles in each year since

2013. The results are presented in|Figure 2-7|and show the number of studies

categorised by the approach.

Figure 2-7 Journal Articles on Rewards-Based Crowdfunding

Source: Authos owndesign

All the studies reviewed have considered the RBCF campaigns in isolation from
the context and from those enacting and living the campaigns. Some more
explorative studies are from a marketing, fan studies or social causes
perspective (Booth, 2015; Hills, 2015; Lehner, 2014; Quero & Ventura, 2015; S.
Scott, 2015). Other explorative studies have looked at suitability of RBCF for
biotechnology and renewable industries (Azar & Mackey, 2015; P. T. I. Lam &
Law, 2016), or for computer mediated communication (Gerber & Hui, 2013).
Lehner et al.(2015) examined four extreme cases from the information and

communications technology industry and Gleasure (2015) considered why
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entrepreneurs do not utilise RBCF. The most recent study has reviewed the
blogs of advisors to consider the collaborative capabilities needed for network

management (Fehrer & Nenonen, 2019).

2.9 Chapter conclusion

This chapter has explored the literature relating to the lived experience of
entrepreneurs who are at the micro-foundations of a new venture and
considered their resource needs and how they access those resources. From
my initial hunch, the nature of ventures needs to be understood. The review of
the literature shows a tendency to marginalise those who seek purpose beyond
economic outcomes and focusses on those with high growth. However, the
majority of RBCF projects achieve relatively low values, so the underlying
DVVXPSWLRQ DERXW WKH HQWUHSUHQHXUVYT DPELWLR!
micro-foundations of the venture, resources mostly reside beyond the
boundaries of the venture. Whilst many resources are valuable, intangible
resources provide the new venture with significant value. Those that are
added-value or multiplex resources, providing numerous resources from the
same source, may help overcome the internal capacity constraints. Sources
include family and friends, although their ability to help has been disputed, and
the wider network provides substantial valuable support. Formation of ties is
needed with valuable weak ties who hold more diverse information. Research
suggests that strategies to achieve tie formation involve specific proof-points or
physical proximity, yet there is little research that considers how ties are created
in the context of new ventures using SNS. Prior literature on entrepreneurial
finance suggests there has been limited choices that are now being expanded
by the advent of online sources. RBCF is one of the new choices. However,
most of the research has focussed on how to make the campaign successful.
RBCF provides benefits but also has some challenges which include the need
to interact online with a large audience. Finally, the literature is review on the
strategies of entrepreneurs use to obtain finance. Some suggest entrepreneurs
use social resourcing to avoid external finance. Others suggest there is a
hierarchy of choice based on an evaluation of cost, despite evidence that shows

many entrepreneurs used expensive sources of finance.
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Overall, there is an underlying assumption in much of the literature that
entrepreneurs seek substantial economic growth, despite there being few that
achieve that status. Resources are found within the external network which
includes family and friends initially despite these being potentially of limited
value. New ties are formed at specific points and physical proximity, yet RBCF
is an online phenomenon where the challenge is to engage with a large
audience. Also entrepreneurs use social resourcing to avoid external finance,
but this may not be due to the cost. This review seems to raise some
contradictions within the literature, but also shows there is a lack of research
that considers the lived experience of the entrepreneur at the micro-foundations
of their ventures. This study seeks to address this by considering the nature of
who uses RBCF, what resources are being sought and how the process is
enacted.
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Chapter 3 Methodology

3.1 Introduction

This chapter explores my underlying philosophical position, discussing

ontological and epistemological views in relation to the topic in question. From

these views the choice of methodology and method emerge. There is a broad

array of available options with which to research and many have either subtle

differences or diverse perspectives (Prasad & Prasad, 2002) and, therefore, it is

important to articulate the underlying philosophical commitments to be clear

what approach is being chosen, and why that is appropriate to the research

being undertaken. The objective of the study is to understand the lived

experience of entrepreneurs, why they use RBCF, thus the meaning of the

philosophical choice is discussed in relation to this objective. Further to this,

Cunliffe (2011, p. 651) KLJKOLJKWYV WKDW WKH XQGHUO\LQJ 3PH
DVVXPSWLRQV" KDYH SUDFWLFDO FRQVHTXHQFHYV 7KFE
oftKH VWXG\ EXW WKH QDWXUH RI WKH 3GDWD”" FROOHF
theorised, and evaluated. Therefore, the chapter discusses the connections

between the underlying philosophy and the methodology and methods chosen.

The philosophy underlying this study is social constructionist and the

methodological approach taken is hermeneutics. The decision to adopt this

approach has been influenced by the research question and by my own

perspective. These are discussed and the reasons for this approach are

explored in detail in this chapter. Following this discussion is a consideration of

the methods used to conduct the study, including collection and analysis of

data. Finally, evaluation and ethical issues are discussed.

3.2 Underlying philosophy

The research philosophy of this study is social constructionist which sees social
reality as constructed through meaningful interpretations (P. Berger &
Luckmann, 1966). In this frame, the social world is an ongoing accomplishment
created through symbolic meanings and experiences (Cunliffe, 2011). This
choice of philosophy has been derived from considering the objectives of the

research and the personal perspectives that | bring to the frame.
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3.2.1 Prior research approaches

As discussed in Chapters 1 and 2, there is a significant gap in understanding of
why and how entrepreneurs go about obtaining financial and support resources
in general and, for this study why and how they access RBCF. In chapter 1, |
explored my pre-understanding which reveals the complex connections
between the purpose of a project and its access to financial and support
resources. From this perspective, | view the process of obtaining finance and
support resources when creating a start-up business as complex. The
complexity involves much ambiguity of choice, of information and of social
interaction (Ford & Mouzas, 2010). The prevailing approaches in research into
entrepreneurial finance make implicit assumptions about the nature of the
process and the actors involved, so it is important to address this shortcoming
(Morris, Kuratko, Schindehutte, & Spivack, 2012).

Research into entrepreneurship and entrepreneurial finance has been

dominated by the objectivist approach (Gendron & Smith-Lacroix, 2015; Leitch,

Hill, & Harrison, 2010; McDonald et al., 2015; Neergaard & Ulhgi, 2007, p. 2).

As a result, much of the process of obtaining finance and support resources

ZKLOVW FUHDWLQJ D YHQWXUH KDV EHHQ WUHDWHG D
the role of the entrepreneur in making choices and enacting them is hidden from

sight and uncharted (Grégoire, Corbett, & Mcmullen, 2011; Neergaard & Ulhgi,

2007, p. 4). Thus assumptions are made about the antecedents and

consequences without considering the complexity of the process or its social

nature (Drover et al., 2017, p. 1839; Packard, 2017, p. 545). Further to this,

much research into entrepreneurial finance implicitly assumes the entrepreneur

as a rational actor, who reviews sources of finance using an economic logic,

seeking to maximise their utility. For owner-managed firms, the rational actor of

economic theory is confounded by non-economic considerations (Dobbs &

Hamilton, 2007, p. 305). As Frid (2014, p. 324) points out, acquiring finance

IURP IDPLO\ FRPSOLFDWHY WKH UDWLRQDO DFWRU DV\
personal objectives. In addition to this, the studies on behavioural finance

demonstrate the limits to the rational actor model of behaviour (Gendron &

Smith-Lacroix, 2015). From these studies we can see influences other than

purely economic, affecting the choices and actions of entrepreneurs as they

create their ventures. However, there are some scholars that argue that
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entrepreneurship is a complex, dynamic and socially constructed experience
(Neergaard & Ulhgi, 2007, p. 4) that is influenced by both the contexts it
emerges in and the variety of perceptions of actors that enact it. From this
perspective, it is possible to obtain a richness and depth of understanding by
conducting research from pluralist approaches (Leitch, Hill, & Harrison, 2010).
The range of philosophic perspectives are reviewed to understand the
reasoning behind the approach in this study.

As discussed in earlier chapters, the regular suggestion by commentators, both
academic and in the media, is that crowdfunding will help start-up businesses.
So, my guestions centre around asking about the S D U W L Fas@ratiQng/ i this
situation, what help, or in academic parlance, what resources are involved and
how are they making sense of those resources over the timeframe of the
campaign. Several points emerge from these questions. The intention here is
to discover what the participants are pecoming fin the active sense, over the
timeframe, albeit a fairly short period. The resources acquired include one
assumed to be critical to the viability of the business being created, that of
money, in the sense of its ability to be readily exchanged for other resources.
The resources potentially include activities, that may not be explicitly requested,
but may be voluntarily offered by actors engaging in the process and may or
may not be of value to the emerging venture. The relationships between the
actors can also be conceived of as a potentially valuable resource. These
points all emerge from the perspective that these situations can be interpreted
in many ways. The participants are in transition from one state to another,
creating a new venture. Resources may or may not be identified as such or
value placed on them. Relationships are being created and developed around
the idea presented within the campaign and the situation of the campaign is one
of reaching out to numerous people to get them enthusiastic enough to back the
project. | see this situation as one requiring an approach that admits
interpretation, deals with processes over time and understands the nature of the
HISHULHQFH RI pEHFR P.LAsbfiaDcQnstryctioHi€ &pprdachl

admits all these factors (Cunliffe, 2008) and is thus appropriate to this research.
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3.2.2 Philosophical debates

The debates around philosophy relate to the nature of being, or ontology and
how we create knowledge, or epistemology (Duberley, Johnson, & Cassell,
2012, pp. 16 A17). According to Bryman and Bell (2015, p. 32), there is a
continuum of ontological perspectives ranging from objectivism at one end to
constructionism at the other. They assert that epistemology concerns what
approach is taken to be regarded as acceptable knowledge, principally whether
or not the social sciences can take the same approach as the natural sciences
(2015, p. 26). Duberley, Johnson, & Cassell (2012, p. 16) argue that the study
RI HSLVWHPRORJ\ UHODWHYVY WR KRZ FODLPV RI pWUXW
perspective asserts that social phenomena exist independently of social actors,
whereas the constructionism perspective asserts that social phenomena are
produced through social interaction as an ongoing accomplishment, being
constantly revised (Bryman & Bell, 2015, pp. 32 $33). Easterby-Smith, Thorpe,
& Jackson (2012, p. 25) also maintain there is a link between ontology and
epistemology and describe a continuum. However, according to Crotty (1998,
p. 10), whilst he acknowledges that there is an ontological debate between what
he refers to as realists and nominalists, about the reality of human existence, he
argues that ontology and epistemology tend to merge together. So, evidently

the debates over the perspectives continue.

Taking the notion of a continuum of ontological positions, the assumptions
underlying objectivism and constructionist are diverse. From the objectivist
approach, assumptions are made that social reality is concrete and determine
human behaviour. The objectivist assumes that social reality exists
independent of our perceptions and cognitions (Duberley et al., 2012, p. 17). In
this approach, knowledge is seen as having observable qualities that are
measurable, endeavouring to understand the precise laws of nature or unitary
truth, seeking cause and effect relationships (Cunliffe, 2011). In contrast, in the
constructionist approach, the assumption is that social reality is a creation or
projection of our cognition and thus is not independent of our knowing (Duberley
et al., 2012, p. 18). In this approach, knowledge is seen as locally created and
contextualised and it is not possible to understand the social world in terms of
causal relationships. Human relationships and human action are infused by

intentions, values, beliefs, and attitudes. Thus in the constructionist view there
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LV QRW RQH pWUXWKY EXW PXOWLSOH pWUXWKVY EDVEH
place and manner of creation (Cunliffe, 2011).

Bryman and Bell (2015, pp. 27 130) identify contrasting epistemological
positions in positivism and interpretivism. Positivism is widely accepted to be
testing hypotheses on phenomena that can be directly observed and it is
assumed to be conducted in a way that is value free (Bryman & Bell, 2015, p.
28). The tendency of positivism is to assume human behaviour is
predetermined and thus ignores the possibility of conscious choice (Duberley et
al., 2012, p. 19). In contrast, interpretivism emphasises the understanding of
human behaviour acknowledging that subjective meanings are derived from
interactions. Interpretivism assumes that values are inherently important in the

way research is conducted (Bryman & Bell, 2015, p. 41).

A conception of these ontological and epistemological positions proposed by
Burrell and Morgan (1979) was of four distinct paradigms of research -
functionalist, interpretive, radical structuralist, and radical humanist. Each
paradigm is based on a set of metatheoretical assumptions about the nature of
reality, knowledge, and human behaviour. But this conception fuelled
controversy over the incommensurability of each paradigm, in other words they
are mutually exclusive. Subsequently, building from these perspectives there is
an increasingly pluralistic range of options with which to enact a research study.
For instance, Deetz (1996) argues that unproductive debates developed over
the contest of meanings in the subject-object dualism. Basing his conception
RQ %XUUHOO DQG 0RUJDDYTY, ¢cdnkibednittutbeGingliBtié
turn in contemporary research, he proposed that alternative dimensions could
be conceptualised of local/emergent and elite/a priori to the extent to which
research was conducted in the dominant structure or in a disruptive structure.
Then on another dimension Deetz (1996) adds consensus vs dissensus with
the existing social order. In this way Deetz (1996) draws attention to the
political and performative function of the distinctions between perspectives and
how emergent perspectives can threaten the perceived truth status of dominant
perspectives. More recently, Cunliffe (2011), whilst also acknowledging the
political nature of these debates, builds her conception of methodological
perspectives on Morgan and Smircich 1 {4980) typology of an subjectivist-
objectivist continuum. Crucially, she argues that, due to the relatively recent
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insights such as from structuration theorists, actor network theory and theories

of materiality, the conceptions of subjects and objects are destabilised. She
VWDWHVVWENMWFWMA Y PD\ QRZ UHIHU WR FRQVFLRXV LQ
MUVLWHY 9 VXEMHFWLYH LQWHUSUHWDWLRQV RU REM
materialities and agentic entities “(Cunliffe, 2011, p. 653). Thus, she argues

that social experience should be considered as intersubjective and, as such, the
ontological perspective is that humans are relationally embedded and

interactions occur in moments of time and space (Cunliffe, 2011). Alvesson and

Sk |ldberg (2009, p. 94) also make two specific observations about the meaning

Rl hWH[SHULHQFHY 7KH\ GLVWLQJXLVK H[SHULHQFHYV D'
intention rather than passivity. Secondly, the perception is of a whole situation

rather than an isolated fragment of experience. In other words, the participants

are assumed to be proactive, acting with purpose and their meanings and

actions cannot be extracted from within the context that they emerge.

& X Q O 20H. Y approach is an attempt to move on from the controversy over
incommensurability, and as Neergaard and Ulhgi (2007) reason, perceiving any
approach as providing more value is unproductive. All approaches have their
limitations, since functionalists neglect situated meanings, constructionists
underplay the role of constraints, and equal value can be gained. Indeed,
Neergaard and Ulhgi (2007) argue that there is value in applying contradictory
research methods to a topic, as this can reveal new insight (2007, p. 5).
Keeping this in mind, the choice of a socially constructionist research
philosophy is considered important as the currently predominately objectivist
studies into RBCF do not consider the lived experience of the entrepreneur
seeking to utilise this phenomenon. Thus, such a different approach should
reveal new insights into the phenomenon. The phenomenon of RBCF only
supplies on average less than £10,000, a relatively small sum for a start-up, and
the amount is raised through many interactions with multiple backers in a short
timeframe. The entrepreneurs using this phenomenon make sense of these
interactions through the frame of their own norms and beliefs and take particular
courses of action in attempting to convince others to back them. These aspects
align well with the ontological perspective of relationally embedded interactions,
because in this perspective, the assumption is that what we see and what we

notice is filtered through deploying culturally based, subjective sense making
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processes (McAuley, Duberley, & Johnson, 2007, p. 37). According to

Easterby-Smith et al.(2012, p. 27), the weakness of the objectivist perspective

is that it is not effective in understanding the significance attached to

experiences and actions. Whereas the strength of the constructionist

SHUV S HF W Lability toModk & ehahge processes over time, understand
peRSOHYV PHDQLQJ DGMXVW WR QHZ LVVXHV DQG LGHI
able to contribute to the evolution of new theories (2012, p. 27).

Cunliffe (2008, 2011) states that we are inter-subjectively embedded in an
intricate flow of complexly entwined relationally responsive activities . In other
words, our understandings are shaped by co-existing with and experiencing
ourselves in relation to others. The emphasis in this study is on the lived
experience, micro level conversations, relationships, and insights about
meaning. Inter-subjective researchers draw on hermeneutics, relationally
responsive social FRQVWUXFWLRQLVP DQG %DNKWLQTV QRWL
living utterances and the two-way movement of dialogue between people in
particular moments and particular settings. In this perspective, meaning
emerges in the interaction and struggle of back-and-forth conversation between
people (Cunliffe, 2011) and in the dialectic of how meaning shapes actions and
actions impart meaning (Charmaz, 2004). In this perspective, social realities
are a dynamic process, the aim is not to capture a pre-existing world but to
understand the process of symbolic construction of world making and multiple

realities, that is socially accomplished (Prasad & Prasad, 2002).

To capture the dynamic social realities, a qualitative approach is undertaken.
Both Bryman and Bell (2015, p. 38) and Prasad and Prasad (2002, p. 6) draw
attention to the possibility that qualitative research can be conducted with a
realist assumption, where despite there being no quantification, the meaning for
the participants is perceived and articulated as being concrete and determined
by structural influences. Both urge the researcher to be clear that, although

taking a qualitative approach, that the philosophical commitments are apparent.

This is a challenge | see, and is discussed further in Section|3.7|on construction

of meaning.

The underlying assumption of this social constructionist research is that the

source of human endeavours is purposeful, in other words there is choice in
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how we create meaning and decide to react in the world. From this perspective,

the norms, values and beliefs that are deployed in making sense of everyday
experiences have a role in the construction of meaning rather than being

disregarded as being not objective (Gill & Johnson, 2010, p. 60). Further, as

Neergaard and Ulhgi (2007, p. 4) argue the goal of qualitative research

P HW K R @®\delelop* concepts that enhance the understanding of social

phenomena in natural settings, with due emphasis on the meanings,

experiences and views of all participants~ 7KHUHIRUH WIétidRXWFRPH
constructionist research is not generation of theory but of new insights into

meaning and actions (Easterby-Smith et al., 2012, p. 25).

3.2.3 Discussion of the choice of methodology

Morgan and Smircich (1980, p. 499) assert that the choice and utility of the
different perspectives is, at least in part, influenced by the orientation of the
individual researcher. Further, researchers are increasingly expected to be
reflexive about their personal beliefs and cultural norms, particularly disciplinary
norms, to recognise the ramifications for the research strategies (Duberley et
al., 2012, p. 29). It is suggested that the exploration of uncommon approaches
within disciplines will enhance the emergence of new insights into existing
topics, yet those approaches also need to reflect a logic and mindful, informed
choice (Cunliffe, 2011).

In reflecting on this approach, I find that | hold the view that there are multiple
social realities and that observation cannot be value-free and neutral. | agree
with Morgan and Smircich (1980, p. 498) when they describe quantitative
methods as 3«LQ HIIHFW DWWHPSWLQJ WR IUHH]H WKH ZRU(
and reduce the role of human beings to elements subject to the influence of a
more or less deterministic set of forces”™ *LY H Q HRihd&r&tdthding, which
includes over twenty years in small organisations, | have difficulty with the
notion that actions are pre-determined and directly observable. | take the view
that actions and behaviours may be influenced by aspects such as experiences
and they are also made from free-will. | believe that peoples factions are
influenced by complex sense-making including emotional aspects, and have an

internal-logic that may not even be consciously recognised (Luft & Ingham,
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1961). Thus, my ontological view is that social reality is socially constructed

and my preference for research is within the interpretivist perspective.

This study is concerned with the lived experience of entrepreneurs and this
interpretivist perspective is a suitable approach to capture the sense and feeling
of the lived experience (Berglund, 2007). Yet there are many options
associated with this perspective. | have considered the recommendations of
Cunliffe (2011) who suggests suitable methodologies are Ethnomethodology,
Hermeneutics, Phenomenology and Ethnography. | am discounting
Ethnography on the basis of practicality, in that the pre-formative state of the
ventures in question could make interaction challenging. Ethnomethodology is
FRQFHUQHG ZLWK -®HdraBt@dHiEthods BbNb&ing sense of the
world and require deep emersion inthedetaiOV Rl SHRSOHYfV SUDFWLFH'
close observation and requires bracketing of preconceptions (ten Have, 2008,
p. 293). The transcendental phenomenology of Husserl is concerned with how
individuals make sense of the world around them. An important aspect of this
approach is the need to bracket out the researcher § own preconceptions
(Bryman & Bell, 2015, p. 30; Gray, 2014, p. 165).

Whilst this study is concerned with the sense-making of the actors involved in a
RBCF activity, | believe my own pre-understandings are of use in comparing the
experience and knowledge of the topics to those of the participants. This is to
surface the differences in sense-making and expectations of RBCF between
participants and myself as a 'knowledgeable' industry professional. Thus, to
DFKLHYH D pSUDFWLFD O @Say2iG19a2xXm 88)Hdr titsiasdare H
project, | am guided by the philosophy of the Hermeneutic phenomenology of
Heidegger, which is concerned with the life-world or the lived human experience
(Laverty, 2003). | utilise this hermeneutic approach, using a reflexive strategy
incorporating the lived experience of myself as a finance professional that has
worked extensively with new, small and medium firms. This role facilitates the
rapport building, having experience of jargon and language that may be used,
and an alertness to issues that may be of importance. However, reflexivity is
maintained throughout the approach to ensure the voice of the participants

receives primacy.
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The use of hermeneutics in management research is mostly limited to studies of
written texts such as printed advertisements, letters and company archives, (S.
Robinson & Kerr, 2015). However, hermeneutics has been used to study lived
experience of practitioners in nursing research (Idczak, 2007; Smythe &
Spence, 2012; Spence, 2017): therefore, this study draws inspiration from these
approaches to explore hermeneutics and the important notions of pre-

understanding, fusion of horizons, hermeneutic circle and reflexivity.

3.3 Hermeneutics

Hermeneutics was originally a technique for the interpretation of text. It was
developed into a philosophical approach to understanding and interpretation
during the 18th and 19th centuries by philosophers such as Heidegger and
Gadamer (Prasad, 2002). This contemporary approach is, broadly speaking,
concerned with the theory of interpretation and the study of the processes of
interpretation. The meaning of text has been expanded to include acts and
processes that involve interpretation, such as social practices (both verbal and
non-verbal), cultural artefacts and institutional structures (Prasad, 2002).

Considering hermeneutic philosophy, Zimmermann (2015) describes the claims
of hermeneutic thinkers. He states that, as we are deeply engaged in life, we
know to question it and in doing so we use a cultural vocabulary to make sense
of things. This perspective is in contrast with the objectivist perspective that we
are dis-engaged observers, obtaining knowledge through dis-interested
observation. Zimmermann (2015) also points out that in hermeneutic thinking, it
is the conscious experiences of life that shapes how we inhabit and see the
world. We use language, images, and concepts to reflect and create meaning.
This lived human experience is endured and inseparable from access to
understanding, as Alvesson and Skdldberg (2009, p. 117) H[ S U H VWWe ard/ 3
irrevocably merged with our world, already before any conscious reflection ™ In
researching within the context of start-up businesses the meanings are
associated with the personal circumstances of the actors involved (Blackburn &
Kovalainen, 2009) , Q + HL G H Jldddphy, theSfeccus is on a sense of being
in the world (Laverty, 2003). Zimmerman (2015) points out that where those
who consider access to knowledge is gained by the disengaged observer, in

contrast philosophical hermeneutics asserts that personal interest in what an
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issue means for me in my life, makes understanding possible, and that only
through enactment in a situation do | come to know the personal significance
(Zimmermann, 2015, p. 51), in other words sometimes the meaning does not
emerge until we are challenged to make sense of and articulate our
perceptions. It is important to capture the meaning experienced in everyday life
and to understand and interpret within the social and cultural context (Prasad,
2002). For example, Neergaard and Ulhgi (2007, p. 88) point out that
entrepreneurship research often emphasises the individual § experience of a
phenomenon, whereas Heidegger shifts the emphasis to the historical and
social embeddedness of people, thus the combination of both individual and

contextual can provide a more holistic picture of the phenomenon.

3.3.1 Pre-understanding

The notion of pre-understanding within hermeneutics refers to the engagement
of bias (McAuley, 2004, p. 192; Prasad, 2002). In objectivist research this
notion is associated with prejudice, an obstacle which must be avoided (Lincoln
& Guba, 1985, p. 28). In the transcendental phenomenology, Husserl
developed a process of reduction, where fracketing %f experience is required,
as in setting aside of these presuppositions, which would lead to understanding
of the essence of the phenomenon (Laverty, 2003). In contrast, for Heidegger
everything is encountered through the lens of our pre-understanding, we
reference our personal background and experiences in order to make sense of
the world (Laverty, 2003).

The pre-understanding is a necessary condition rather than an obstacle of
understanding (Prasad, 2002), we are in a dialogic process where questions
originate in pre-understandings and prior knowledge and are transformed
through interpretation (Alvesson & Skdldberg, 2009, p. 101). The notion of pre-
understanding is frequently construed in the negative sense, often
conceptualised as prejudices. Yet this raises the question of whether they are

unproductive.

Gadamer (1982), addresses this question and says that prejudices may be both
productive and un-productive. It is only when we are faced with an encounter

that stimulates emergence of our unproductive prejudices do we become aware
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of them (Prasad, 2002; Smythe & Spence, 2012). Only when we are faced with

a situation, for instance a written text that challenges our thinking, do we fully

understand the limitation of our biases (Green et al., 2018). Some scholars

VXJIJHVW WKH SURFHVV RI pEUD Fisl&ppvdpaieftolachiv& HQR P H
awareness. The practice has not been fully resolved, but an attitude of
3ISHUVLVWHQW FXULRVLW\  PDaVas§Kr2QIBH Sithiardy,S1U R FH V Vv
hermeneutic interpretation it is not enough to merely accept our existing pre-
understanding. These must be questioned through a process of deep and

reflexive raising of awareness of existing knowledge, values, and beliefs

(Prasad, 2002).

3.3.2 Hermeneutic Circle and Fusion of Horizons

The notion of the process of interpretation leading to understanding in
hermeneutics is described as circular (Laverty, 2003; Prasad, 2002). The
process begins with a pre-understanding of the whole meaning and proceeds
through an iterative examination of the parts of the text and returns, again, to
the whole. Due to the iterative nature some have described this process as a
spiral (Alvesson & Skéldberg, 2009, p. 92). In hermeneutics the notion of
XQGHUVWDQGLQJ LV SHUFHLYHG DV RXU pKRUL]JRQT 7
range of our vision. That which is close-at-hand may be overvalued, being able
to see beyond what is close-at-hand is to have a horizon (Laverty, 2003). Itis
through the process of dialogue with the text that the horizon may be expanded
DQG D B2IXVLRQ RI KRUL(PreQad, 2080D.NHVY SODFH

To become aware of our pre-understandings, both productive and unproductive,
travel through the circle and fuse our horizons, it is necessary to question our
personal history, raise our consciousness of our horizon and become open to

revising our understanding (Laverty, 2003; Prasad, 2002). Reflexivity (as

described below, see Section|3.8.2) is therefore an important process with

which to help raise our consciousness of un-productive prejudices and move

beyond them.

A discussion of the use of the hermeneutic circle and reflexivity in interpretation

is discussed below in the section on analysis (see Section|3.8.3). However, for

the moment | will relate the pre-understanding to the incorporation of the lived
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experience as an analysis tool. The experienced practitioner may have access
to norms and behaviours within a realm of practice that previous researchers
have not been aware of. These preunderstandings from experiential knowledge
may reveal subtle yet critical nuances and provide rich insights yet may also
create barriers to insight. Through hermeneutic reflexivity, those norms and
behaviours can be surfaced and examined critically through the lens of context
and in comparison, with the context of the current study participants.

Thus the hermeneutic approach concerns the interpretation of the meaning that
is shaped by our conscious experiences of life. Our experiences are perceived
as inseparable from our understanding and it is through enactment that
meaning becomes illuminated. In this approach the pre-understanding
becomes an analytical device, adding to the iterative process of fusing horizons.
Thus, this approach is highly appropriate to the study of the lived experience of

entrepreneurs.

3.4 Sensemaking as a lens

Sensemaking has been drawn upon in this study as a lens to view the
perception and activities of the participants. Sensemaking provides insights into
meaningful experience in conditions of ambiguity and uncertainty (Weick et al.,
2005). This perspectiYH UHVRQDWHY ZLWK WKH FRQFHSW RI 3H
discussed below. In the course of sensemaking, actors socially construct
meaning from events and issues that are surprising, complex or confusing
(Cornelissen, 2012; Maitlis & Christianson, 2014). In this study the
sensemaking as conceived of by Weick (1995) is applied. Sensemaking, which
Weick (1995) introduced to the field of organization studies, is the process
through which people give meaning to experience. Weick (1979) argues that,
“"the basic idea of sensemaking is that reality is an ongoing accomplishment that
emerges from efforts to create order and make retrospective sense of what
occurs". Weick (1995, p.5) IXUWKHU V X JSdidevakingvikganialls
under the control of expectations © L Both_an interpretive and an authoring
process, which is grounded both in individual and social activity'. In organising
there is a need to create and maintain coherent understandings that sustain
relationships and enable collective action, yet this is especially important and
challenging (Weick, 1993). Further Cunliffe and Coupland (2012) argue that
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sensemaking is an interpretive process in which our experience, actions and

sense of identity is appraised interactively. They describe sensemaking as a

femporal process of making our lives and ourselves sensible through

HPEHGGHG DQG HPERGLHG QD UThD\WsenéeémakiddlisRBUPD QFH V

process of social construction (P. Berger & Luckmann, 1966).

, Q :HL KI99BY conception of sensemaking there are seven aspects as
follows: identity, retrospection, enactment, social activity, ongoing, extracting
cues, and plausibility. These serve as guidelines that draw attention to what
sensemaking is and how it can succeed or fail (Weick, 1995, p. 18). The benefit
of adopting sensemaking as a lens is that it shifts the academic attention away
from personality traits to social processes and social skills (Zott & Huy, 2007)
DQG WRZDUGV DGRSWLRQ Rdn3ktiQevend HahsiehprboessL QJ° DV
(Lamine et al., 2015; Steyaert, 2007; Watson, 2013). Studies of sensemaking
of entrepreneurs have considered its role in learning, identity construction,
communicating visions and failure (Maitlis & Christianson, 2014). As
participants in this study have emerging ventures and are in the process of
personal transition, they are seen as becoming entrepreneurial (Morris et al.,
2012; Tsoukas & Chia, 2002), of accomplishing practical coping (Chia & Holt,
2006) and seeking legitimacy through sensemaking (Cornelissen & Clarke,
2010).

3.5 A discussion of meanings

The actors being considered within this study are assumed to be actively
SHQWUHSUHQHXULQJ” RU 3 EHFRPLQJ HQWUHSUHQHXULLI
draw attention to the active nature of the process (Lamine et al., 2015; Steyaert,
2007; Watson, 2013) and is derived from considering the debates regarding
entrepreneurs fpusiness remaining small and in a process of sensemaking
about becoming entrepreneurial. There is an extensive debate about the nature
and definitions of entrepreneurship and in what context entrepreneurship might
emerge (Carlsson et al., 2013; Kuratko et al., 2015; McKenzie, Ugbah, &
Smothers, 2007). Yet, although practitioners themselves do not identify with
having an innate ability (Zimmerman, 2009) within much of the academic
debates, the actor is assumed to have stable and enduring characteristics,
including innovativeness, proactiveness, risk propensity (Covin & Slevin, 1989;
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Runyan, Droge, & Swinney, 2008). Therefore, some scholars argue that
individuals that are self-employed or in small firms are not entrepreneurial
(Casson & Della Giusta, 2007, p. 223; Davidsson & Wiklund, 2001; Vinturella &
Erickson, 2004, p. 2). For instance Carland, Hoy, Boulton, and Carland (1984),
in a conceptual discussion on differentiating small business owners from
entrepreneurs argue that entrepreneurs are defined by their goals of profit and
growth, whereas small firms are focused on providing family income. This logic
conflates the size with the intention of the actor. More recent research
considering distinctions between small firms and entrepreneurial firms found
that firms demonstrating an entrepreneurial orientation outperform those with a
small firm orientation in the initial stages. However, for those who survive more
than a decade, the small firm orientation outperforms the entrepreneurial
orientation (Runyan et al., 2008). This suggests that long-term value is created
by those who manage to survive the early turbulence of venture creation.
Further, it is possible that the orientations may co-exist or that the actor
transitions between being innovative and taking risks, i.e. entrepreneurial and
being more focused on less risk and stabilising wealth creation for personal
reasons. The relative turbulence of the context and agency of the actor may
vary over time (Runyan et al., 2008, p. 584). In this view, being entrepreneurial
may for some be an unstable condition, fluctuating over time, a temporary or
serial action, rather than a fixed characteristic that can be identified as an
antecedent to action (Chell & Baines, 2000; Fauchart & Gruber, 2011).

De Clercg and Voronov (2009) question the assumption that actors are
automatically deemed entrepreneurs and argue that an entrepreneur is
legitimised through a social process. Similarly, Downing (2005) posits that -
through narrative, sensemaking and enactment - the entrepreneurial identity is
co-produced over time. A current conceptualisation of firms that remain small is
that they create value for stakeholders including owners, employees and
customers and are managed with the aim of creating stable cooperative
relationships rather than disruption and competition. Yet to achieve the stability
the actor may employ an entrepreneurial mindset in complement to the small

business mindset (Runyan & Covin, 2019)

The development of technology and the emergence of the internet has
facilitated the evolution of digital entrepreneurship fostering extreme scalability,
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fluid boundaries, temporally indeterminate ventures and more distributed

entrepreneurial agency (Nambisan, 2017). Value is created through
JHRJUDSKLFDOO\ GLVWULEXWHG LQGLYM&XOV RSHUD!
Westhead, 2005) and by individuals who network and collaborate globally in

creating their businesses (L. Harris & Rae, 2009). The activity emerging in

these domains, may be more public or data captured by platforms, rendering

the activities more visible and observable (Nambisan, 2017). Thus, | argue that

behaving entrepreneurially is not directly related to growth orientation, age or

life-stage of the venture and is not related to pure economic outcomes.
THFKQRORJ\ LV PDNLQJ WKH LQFLGHQFH RI HQWUHSUH
perceptible and more fluid and indeterminate.

Additionally, the actors in this study are in transition and can be conceived of as
a process of 'becoming' (Lindgren & Packendorff, 2009) where both the agent
and context can be admitted and understood as a complex social process
(Anderson & Smith, 2007; Lindgren & Packendorff, 2009; Tsoukas & Chia,
2002). From this can also be drawn the idea of pHQ W U H S Uas @ Wb lhbd) J 1
the meanings created through interaction over time are more in focus, the
venture emerging through social interaction, that is always unfinished (Lindgren
& Packendorff, 2009; Steyaert, 2007). The concept of becoming is underpinned
by Heidegger's concepts of availableness and occurentness. Availableness is a
mode of awareness of an active person who is immersed within the
environment and is naturally coping. Occurentness is where this coping is
disturbed leading to self-consciously reflecting and sensemaking (Moroz &
Hindle, 2012). Here the process of becoming an entrepreneur is studied by
narrating emergent actions and activities by which collective endeavours unfold
(Van De Ven & Poole, 2005).

This study considers the actor who is becoming entrepreneurial by accessing
support through business networking (Porter & Woo, 2015). Entrepreneuring,
when not seen as a disjointed, discontinuous, linear event (Moroz & Hindle,
2012), can also be conceptualised inherently as a sensemaking process
(Lavoie, 1991). Business networking has its roots in sensemaking and social
interaction and is conceptualised as a process of coping under uncertainty
which affects all the actors, the resources and activities involved (Ford &
Mouzas, 2010). Both the notions of networking and entrepreneuring in this
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context are temporal acts of change and transformation or action-based
phenomena (Ford & Mouzas, 2010; Moroz & Hindle, 2012). To illustrate this
conception, | use the metaphor of the swimmer. When a swimmer is in the
water moving around, they are referred to as swimming. Out of the water they
are no longer swimming. However, a person may be referred to as a swimmer
whether or not they are in the water, if it is an activity that other recognise that
they do or if they identify with the activity. Thus swimming may be an activity
that is enacted (and can be improved with practice) or an identity that is

adopted rather than a static trait that is possessed.

7KH LPSOLFDWLRQ IRU WKLV UHVHDUFK SURMHFW LV W
performative, effecting change, is transient and embedded in social activity

(Morris et al., 2012). The process of creating a venture by developing

relationships with those who may provide resources through a crowdfunding

campaign, is perceived as a potentially non-linear and iterative activity in an

uncertain environment. Viewed through the lens of social construction, it is

seen as an emergent process to be analysed through narrative.

Notwithstanding this perspective, the extant literature in the field of

entrepreneurs, new ventures and small firms do not make clear distinctions

between the two (Davidsson, Low, & Wright, 2001; Morris et al., 2018;

Reynolds, Carter, Gartner, & Greene, 2004). Systematic literature reviews
LQFRUSRUDWH ERWK WKH WHUPYV pHQWUHSUHQHXUY D
referring to either term (for example, see: Abdulsaleh & Worthington, 2013;

Bocconcelli et al., 2018; Rutherford et al., 2017). For instance, a study such as

Witt, Schroeter D Q G 0 HROPBMon entrepreneurial resources in start-ups

collects data from independent ventures, with an average of 20 staff, and aged

between a few weeks up to 10 years old. Thus, the literature utilised in this

study has been carefully reviewed for its relationship to entrepreneurs starting

new businesses. Also, for the convenience of writing about the participants who

DUH XQGHUWDNLQJ WKH 5%&) WKLV VWXG\ GRHV XWLC
KHXULVWLFDOO\ UHIHU WR WKHP 7KLV LV EQFDPXVH X\
DQG MEHFRPLQJ HQWUHSUHQHXULDOY GR QRW DOORZ \
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3.6 Concepts animating this research

The concept of time is another aspect animating this research. The process of
this research incorporates following the participants over a short period of time,
from the start of their crowdfunding campaign to just after the end of the
campaign. Further, the campaign on the RBCF platform is constrained by the
rules of the platform, to a set number of days, building in both urgency and
scarcity factors during this timeframe and yet the participant can decide when
the campaign begins. In terms of the participants fprocess of campaigning, the
timing of an activity may affect the way a process unfolds (Halinen, Medlin, &
Tornroos, 2012). Also, the effects of time are not seen as linear and
determined but allow for the entrepreneur to learn recursively from the
environment. Thus, through dialogue with other actors, all actors adapt and
change over time (Ford & Mouzas, 2010; Suddaby, Bruton, & Si, 2015, p. 7).
Thus, time is an essential element of the phenomenon. As Ancona et al. (2001)
point out in a special issue devoted to the theoretical understanding of time in
organisations, time is both an aspect of other lenses (strategic design; politics;
culture) used to understand the functions of organisations, and a lens of its own.
Indeed given the pervasiveness of time in all aspects of life, Goodman et al.
(2001) pointed out nearly two decades ago, there is surprisingly little research
that deals with the issue and this paucity continues at present (Dawson &
Sykes, 2018). To the author § knowledge, the process of the acquisition of
finance by SMEs or start-ups, from identifying a potential need for finance to

obtaining finance, has not been researched.

The temporal approach of this research process seeks to address several
points. Firstly, the participants in the study are severely resource constrained
so the possibility of direct observation or interviewing in real-time was felt to be
burdensome. Therefore, the capture of the sensemaking of participants was
not in real-time but as close as possible. This was believed to help reduce the
issue of selective memory (Halinen et al., 2012) when the interview takes place
a long time after the event. The online activity was captured and archived by
the platform providers, so is closer to real time. Secondly, by interviewing the
same participants at two intervals, this research aims to capture the

development of sensemaking during a major event in the life of the emergent
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venture. Finally, it aligns with constructionist interpretation of Process Theory,
which acknowledges the complexity and dynamic nature of processes (Van De
Ven & Poole, 2005).

Whilst this study is not focussed on the issues of RBCF being conducted in an
online environment, | think it is useful to acknowledge it within the underlying
context of the study. Participants within this study may raise this as relevant to
their relationships with others (Hogan, 2008, p. 156) and spillover of social
capital occurs between domains (Skirnevskiy et al., 2017). From the
perspective of this study approaching the topic from an interpretivist approach,
acknowledging the sociomaterial perspective seems to make sense.
Sociomateriality, first defined by Orlikowski, is based on the work of Schatzki
(Orlikowski & Scott, 2008). Schatski (2002) sees the world of online
communities as being relationally entangled and co-constituted; they are a
shifting assemblage of participants and technology (G. Harris & Abedin, 2015).
For instance, the impact of operating online can create value beyond
reconfiguring the value chain, strategic networking or core competencies, by
creating novel exchange mechanisms and transaction structures (Amit & Zott,
2001). Given the pace of change and how people utilise and relate to
technology as a product or a process, their sociomateriality could impact on
how the participants conceptualise their personal relationships (Hine, 2008, p.
259; Hogan, 2008, p. 155; Orlikowski & Scott, 2008). For now, this is merely an

acknowledgement of context rather than focus of the study.

3.7 Construction of meaning; challenges of writing

In this philosophical perspective, the dualism of subject and object begin to blur

and merge (Cunliffe, 2011). For instance, in the act of sharing subjective

meaning, that meaning is made objectively and thus becomes more real (P.

Berger & Luckmann, 1966, p. 52). Weick (1995, p. 18) illustrates the ongoing
FRQVWUXFWLRQ RI PHDQLQJ IURP D QHbovdoahH khit HZHH W I
what | think, until | see what | say ~ which draws our attention to the process of

articulating a response, we may not have previously developed a fully

constructed narrative, yet when confronted with a probing enquiry, we draw on

our tacit understanding to construct a cohesive narrative or explanation. In this

raising of consciousness, the reification of the narration process feeds back into
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our own sense making and identity (Cunliffe, 2008). Miller and Glassner (2011,

p.133) GUDZ IURP WKH TXR W HcoRternd@hat sdchD ehjEgdtifcglibry WV @

is essential if human conduct is to be accomplished. Objectivity exists, thus, not

as an absolute or inherently meaningful condition to which humans react but as

an accomplished aspect of human lived experience” 7KHUHIRUH DQ REMF
reflection of the social world is difficult to justify, yet people ascribe meaning to

their experiences in the social world so that through the process of interaction a

mutual understanding can be achieved.

In the process of this study the material of the participants will be interpreted in
relation to my pre-understandings and in relation to the extant literature. Within
this process the potential for alternative understandings will be considered. The
act of narrating the meanings of the participants for this study ultimately
identifies my interpretation of the contextual meanings situated in the specific
time and place. This should not be assumed to exclude alternative or
competing interpretations. As discussed below on the analysis of the data,
there is recurring movement around the hermeneutic circle between the
elements and at some point the study must reveal a choice in the interpretation

(Prasad, 2002). This may have the appearance of reifying one interpretation.

Bryman and Bell (2015, p. 38) critique qualitative writing for appearing to reify

the impact of structures on research participants when claiming to be

constructionist. Yet as Weick points out in relation to the creation of

R U JD Q L | DOkgamz@tidn is talked into existence when portions of smoke-

like conversation are preserved in crystal-like texts that are then articulated by

agents speaking on behalf of an emerging collectivity “(Weick, 2006, p. 1725).

,Q D VLPLODU ZDAOMNH |IPRARNHJVDWLRQV ZLWK RXU UH
JHW SUHVHUYHGLIN}MYH ) MUHVYWND & KDW , DV LQWHUSUHWH
apparently objectified meaning and conclusion in accomplishing this study. As

no single interpretation can capture every aspect of a text, but each

interpretation can reveal a partial vision (Zimmermann, 2015, p. 55), this will be

one interpretation related to the context and should be seen as part of an on-

going conversation. Because as the technology being used for RBCF is

changing rapidly and our understanding of the context of starting in business in

the current technology-enabled era is also developing.
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3.8 Research Design

3.8.1 Selecting and sourcing research participants

Selecting research participants for qualitative research is fraught with

challenges and debates over what is suitable. For instance, Saunders (2012)

points out there is very little advice regarding the number of participants, but

one review suggests anything between 4 and 36. However, this is still unclear

as to whether it refers to the number of participants or the number of instances

of data collection. When selecting cases Eisenhardt (1989, p. 545) suggests

that while there is no ideal number of cases, between 4 and 10 usually works

well, yet Dyer and Wilkins (1991), in a critique of Eisenhardt (1989), refer to ten
UHVHDUFK VWXGLHV ZKLFK WWihéhe oniyldddJorwwB cBses pu& O DV Vv
were used, one of those cases spent a year employed at the case organisation

and interviewed 113 employees, attended a number of events, and gathering

extensive observations. Dyer and Wilkins (1991) do admit this is an extreme

example RI DQ pLQ GHSWKY FDVH VWXG\ WKH\ DGYRFDWH
achieve a rich description that unveils the complex dynamics within the context.

This is achieved through allowing the analysis to emerge over time, from the

data. This still lacks guidance as to the substance of the data, for instance, an

interview can be for a range of time, a webpage may have pictures that are

revealing, a tweet is only 140 characters, yet all can form instances of data.

A further complexity in the decision about cases is that small businesses
present difficulties for access. In both large scale corporates and small
business, the failure to gain the interest of the gatekeeper due to perceived lack
of relevance of the research to the organisation and the perceived intrusiveness
can create barriers to access (Curran & Blackburn, 2001; Saunders, 2012). In
smaller organisations the proportion of time away from the business is higher
and trading difficulties, cause more pressure on the business (Curran &
Blackburn, 2001; Grossman et al., 2012). In this research the participants are
at the emergent stage of their business and may not yet appear on any

databases, so populations are not easily established.

Not all aspects of the study topic cause challenges. As discussed earlier, the

RBCF campaigns are conducted over a defined and relatively short timframe
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and so give the possibility of collecting data at a number of intervals. The ease
of access to web data from campaign forum pages and SNS increases the
volume and variety of data instances that can be acquired.

Given the challenges of identifying the appropriate amount of data to collect and
the difficulties in accessing the participants, it is concluded that a small number
of cases is appropriate, and the ease of access to web data provides a number
of sources that represent not just the voice of the key participant but add pre-
existing data not created for the purpose of this study. This combination of
sources will aid in the comparison patterns across cases for a more in-depth

understanding of the phenomenon.

To identify participants, messages were sent via my business network. The
participants which were included in the research were referred by network
connections and volunteered their time. This was both a snowball process and
purposive whereby the participants meet certain criteria (Saunders, 2012),
given they are all sole traders, giving up precious time was considered

unavoidable and other measures of quality for this research utilised.

Criteria were used to assess the suitability for inclusion in this research. These
criteria stipulated that the core of the campaign offer is a product or service that
is being exchanged through the campaign for money and that the core product
or service is intended to be traded in the future (as opposed to relying on
altruistic donations to survive). The project is based in the UK, and is not a
medium sized company or large corporate or subsidiary of these, i.e. is
independently owned and managed and has been trading less than five years
or is capable of being traded within a year of the crowdfunding campaign
(Research and development projects that are at a distance from the market are
excluded, as are those with significant barriers to trading such as the lack of a
patent, licences etc.). The individual needed to be actively engaged on a daily

basis and making all the decisions on business operations.

The key sources of data are from participants who were in the process of using
Rewards-based crowdfunding to help them to start in business. The decision to
collect data during the process was influenced by the ideas discussed on the
FRQFHSW RI WKH H[SHU LM®E it & | 2012 H E&ectiy dfta
whilst the campaign is occurring it was believed to reduce the recall bias of the
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participants and to capture nuances that may later be lost in the broader

reflection of the process.

3.8.2 Collecting data from participants

Six SDUWLFLSD Q vdanvpaldngivereiébtaiviedJ While historically,
hermeneutics was concerned with written texts, in contemporary hermeneutics
'text' has been expanded to include human action, organisational practices,
economic and social structures and cultural artefacts (Prasad, 2002). The use
of multiple sources of data, rich in real-life situations, provides multiple
perspectives and create a holistic understanding of the phenomenon being
researched (Bryman & Bell, 2015, p. 561). As such, webdata is drawn from
organisational webpages, campaign web pages, SNS pages of the participants
and are treated as data sources for the purpose of this research. Issues
regarding collection of these are detailed in the following discussions. The data
was collected between May 2017 and May 2018 and the participants were
interviewed twice, once before the campaign started and once after the

campaign had finished.

As with all qualitative research, there is no clear differentiation between phases
of the research, such as collection, analysis and interpretation phases, it being
an iterative process of ongoing analysis and interpretation which helped identify

if more data was needed and from what sources.

Indepth interviews

The richest source of data in this study is from the in-depth interviews with the

participants. Interviews are appropriate when seeking data from participants of

privately held firms, when finance is included in the topic. This is because firm
ILQDQFLQJ LV LOQWHUFRQQHFWHG ZLWK WKH RZQHUTYV |
interviewees reluctant to convey sensitive financial data (Avery, Bostic, &

Samolyk, 1998). Kvale (1983, p. 174) defines the qualitative research interview

as: uDQ LQWHUYLHZ ZKRVH SXUSRVH LV Wwrld oMh& HU GH
interviewee with respect to interpretation of the meaning of the described
SKHQRPHQDY /tKdrefdre, DoBeé tie phenomenon from the

perspective of the interviewee. To meet this goal, the qualitative interview has a

ORZ GHJUHH RI VWUXFWXUH PRVWO\ RSHQ TXHVWLRQ\
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situations DQG DFWLRQ VHTXHQFHV LQ WKHKwaR UG RI WKH
176). In keeping with the hermeneutic approach, the interviewee is seen as a

participant, who actively shapes the course of the interview and the relationship

between the interviewee and the researcher is part of the research process, the

primary collector of data, not a distraction from it. Whilst there is extensive

reflection and review of the literature to gain a preunderstanding, the approach

to interviewing was to keep this in abeyance and remain open to the narratives

of the participants. Alvesson, Hardy, and Harley (2008) express doubt about

whether the interview can fully access the subjective experience of another

person, as they may be provoked into identity work. Alvesson and Ashcraft

(2012, p.244) UHIHU WR WKLV NLQG RI LQ Wedy oyittadtZzhi®V pUH I C
notion of interviewing from neo-positivist, where the interviewer hovers above

culture trying to eliminate bias, whereas reflexivism gains insight from admitting

then probing the inevitable subjectivity. For the purpose of this study, it is

accepted that the participants may engage in identity work but the approach of

reflexivism will help to manage this behaviour.

Legard, Keegan, and Ward (2003) suggest four features of in-depth interviews.
Firstly, there is an element of structure rather than completely free-flowing
conversation, in the form of a topic guide, but also flexibility to follow up on
relevant issues raised by the researcher. Secondly, the process is interactive in
nature, encouraging the participant to talk freely. Thirdly, the researcher uses
probing questions to achieve depth, initial questions on topics are followed up
with probes to encourage deeper exploration of the meaning of the topic.
Fourthly, the interview is generative in the sense that new knowledge may be
created as there is the possibility for either party to direct the conversation down
paths not explored before. This format was followed for both the interviews and

allowed the participants ftories to emerge.

Having worked extensively with clients in a professional capacity, | am familiar
with many of the common problems presented by interviews such as rapport,
guestion phrasing, language use, power issues and careful listening. Yet also
keenly aware that my role is quite different as a researcher and was conscious
of the need to allow the participants fharrative to emerge. King (2004)
recommends using reflexivity in ensuring interviewer performance and reflect on

the nature of own involvement (King, 2004:20). An interview guide was
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prepared for both the first and second interview with the participants. These

ensured relevant topics were covered but in a flexible way to allow the

conversation to develop naturally, incorporating open-ended questions to elicit

in-depth responses (Bryman & Bell, 2015, p. 486). Topics covered are shown

in|Table 3-1| sources for topics include research literature, my own personal

knowledge and experience, and informal preliminary work such as discussions

with people who have personal experience of the research area. They also

include topics such as background to have time to build rapport with the

participant.

Table 3-1 Topics covered in interviews

Interview one
(Start of

Background

campaign)

Education and work experience
Why venture now

Future envisaged

Help to start venture

Who helped

What help provided

What it means to have help
How relationship formed

Role of social media

Crowdfunding

Why RBCF

Relationship to other sources of finance
Preparation for the campaign
Campaign content

Backing expectations

Interview Two | Crowdfunding process
(post

campaign)

Feelings about the process
Feelings about using online platforms

Feelings about the future venture

Help received

Who helped

What help provided

Provide a story about one or two helpers
What it means to have help

Thoughts on obligations to backers

Crowdfunding evaluation

Evaluation of RBCF
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Webpages and social media

In the context of this research the focal point of the RBCF campaign is the

specific websites, referredtoasa pSODWIRUPY RSHUDWHGTf&\ D VHU
project creators to present their project to internet users. Hyperlinks may exist

between the CF platform, the website of the firm and the SNS pages of the firm,
IDFLOLWDWLQJ WKH LQWHUQHW XVHU WR pWUDYHOTY EI
DERXW WKH SURMHFW HEVLWHYVY PD\ EH UHJDUGHG D\
amenable to analysis (Bryman & Bell, 2015, p. 662), in addition to this, as with

other organisational documents they are texts with a specific purpose in mind

and so should not be assumed to be reflecting a simple reality (Bryman & Bell,

2015, p. 568). Project pages of crowdfunding websites and their own firm

website are editable by the project creator at any point and as such are not

VWDEOH pGRFXPHQ (Bryfiat X BEll,Q0T3 pPE6E). In terms of

SNS, Markham (2011, p. 119) points out the chrono-malleable nature of the

activity means that interaction is both asynchronous and editable, thus

facilitating the possibility of more conscious than reactive communication.

Further to this, Kozinets (2002) refers to ponversants fiwithin online media, as

creating a more carefully cultivated and controlled self-image. Markham (2011,

p. 121) notes the possibility of the multiphrenic-self in that the internet extends

the possibility to present multiple and shifting self-identities. The implications

for this research study are that webpages and SNS SRVWV QHHG WR EH pFI
and archived for analysis and the specific time this is done should be recorded

in order to trace the data in relation to the development of the campaign and the

firm (Bryman & Bell, 2015, p. 567). Also, the interpretation needs to account for

the possibility of both more conscious choices of self-presentation and multiple

versions of identity for the same firm or person.

Reflexivity

Hermeneutics asks the researcher to engage in a process of self-reflection

which is then embedded and essential to the interpretation process (Laverty,

2003), thus researcher needs to keep a reflective journal that will assist with the
SURFHVV RI LQOWHUSUHWDWLR Q-awaréldialidis of the/\ LQYROY |
intersubjective dynamics between the researcher and the researched.

Reflexivity requires critical sel-UHIOHFWLRQ RI WKH ZD\V LQ ZKLFK
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social background, assumptions, positioning and behaviour impact on the
UHVHDUFK @GROukstohl 2040, p. 116). Weick (2002) argues that
reflexivity permits a more nuanced and context specific understanding of how

research processes and relationships are constituted.

Despite these suggestions, there is remarkably little published management
research in which reflexivity is practiced, those that do exist tend to focus on
technical issues (Bell & Thorpe, 2013, p. 105). Going beyond the technical
issues, Bourdieu and Wacquant, (1992, p. 39) suggest reflecting on three
biases of social, field, and intellectualist when considering research claims.
Social bias is the influences of gender, ethnicity or privilege etc. Field bias is the
influences from hierarchical position in academic field. Intellectualist bias is the
tendency to see the world as a spectacle rather than problems needing practical

solutions.

Taking a reflexive approach to interpretation has many advantages for
research. These include exploring their own unacknowledged agendas,
preferences, values, and biases thus providing depth, insight, rigor and perhaps
an improved authority to the truth claims through transparency and enabling
evaluation by the reader (Bell & Thorpe, 2013, p. 105; Haynes, 2012, p. 77).
Further to this aspect, reflective activities have long been seen as a
complement to action and fundamental to the practice of management and the
learning process (Bell & Thorpe, 2013, p. 106). Reflexive activities have been
criticised for the risk of becoming arrogant and self-introspective (Gray, 2014, p.
695), yet it is possible to achieve without self-absorption through awareness
(Alvesson & Skdldberg, 2009, p. 267). My approach to reflexivity considers it is
important to recognise the multiple positionality of being both a long-term
professional in finance and a new researcher. The first means | have

experience in the field of interest and that has been made explicit through

discussing my preunderstanding in Section|1.5] Whereas as a new researcher,

I need to consider how my enactment of the research influences the quality of
the outcome.

There are several influences | have had on this research. My preunderstanding
has influenced the topics reviewed within the literature and the choices of

guestions for the interviews. On meeting the participants, | made them aware
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that | had professional experience but made extensive efforts to emphasise my
interest in their story. This entailed presenting an interested and friendly
manner, avoiding interruptions, and making encouraging gestures or brief
SURELQJ HQTXLULHV V XF Ko Didit dé&peh meanngsy Kdlsw/ -
make efforts to remain neutral when comments were shared that | felt
challenged by. For instance when asked to evaluate RBCF compared to other
sources of finance, answers were unexpectedly different. | expected some
evaluation of the costs, but the answers did not address this and in the moment,
I chose to go with the flow of the conversation rather than pursue my point. The
participants seemed to respond to this manner providing extensive detail.
However, | noticed sometimes getting disconcerted by having to make in the
moment decisions over whether points were relevant and worth returning to.
These in the moment decisions will have influenced the points discussed and

ultimately the themes, interpretation and insights gained from this research.

Practicalities

The participants in interviews are assured of confidentiality and are told clearly
who the research is being carried out for and what it hopes to achieve.
Permission was sought to tape-record the interviews and in all cases the

interviewee agreed and signed consent forms.

Other practical issues include security of data, which has been saved on the
University systems or on encrypted formats when in the field, following
University guidelines. | use versioning control and backups for all electronic
files so data loss will be minimised. Ethical issues are envisaged to be minimal,

informed consent will be obtained and anonymity assured.

The duration of the interviews varied within the range 42 mins to 1 hour 46 mins
and were audio-recorded. The interviews were fully transcribed from the audio
recording into word-processed documents. This resulted in 97,068 words in
total. Computer-assisted qualitative data analysis (CAQDAS) NVivo software
was the tool utilised predominately to manage the large volume of data. This
tool helped to keep track of and make sense of the data and build the themes in
the iterative process. The software also helped facilitate the extraction of
guotes from the data which are used extensively in the findings to illustrate the

themes. The word-processed files were retained separately as part of the data
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security plan. Copies of the word-processed documents were uploaded the

NVivo software.

The NVivo software provides several features some were not used, whilst
others proved useful. Features provided by NVivo software but not utilised
include transcription, auto-coding, Word Frequency searches, content location
searches, interviewee attributes classification, framework matrices, cluster
maps. These features were not consistent with the underlying philosophy of
this study, which holds that words are not necessarily used in a similar fashion

and nature of language is not fixed; thus frequency is not relevant.

Features that proved useful to facilitating the manual analysis included using
colours for coding, coding density'® information, naming and linking of codes
into categories and themes, renaming and revising links, audit trail,
hyperlinking*® of codes and text search *the last two eased document

navigation.

The coding process on NVivo is akin to manually using several coloured
highlighter pens to identify meaning units (Neergaard & Ulhgi, 2007, p. 84)
within the data, and label them for coding purposes. The highlighting of text
constitutes a visual guide to see the comprehensiveness and density of coding.
The software provides a list of the assigned codes as part of the coding
process; a process, that in a manual situation, would add an extra step. This

list helps to review the codes created.

NVivo also enables the grouping of codes through linking them with a group
label: assisting with relating concepts and considering potential categories and
themes. Further, the software allows for flexibility of renaming and modifying
code links to improve coherence, when manual reviews reveal a lack of fit or

coherence.

NVivo enables all text allocated to one code, or combination of codes, to be
SHIWUDFWHG” WR D VHSDUDWH GRFXPHQW IRU PDQXDO

15 Coding Density *data can be allocated to multiple codes.
16 Hyperlink - a connection that allows you to move easily between two computer documents or
two pages on the internet.
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and pasting sections of the data into new documents'’. This process enables
review of all the data relating to one code or groups of codes, in one place.
Thus, this process facilitated reflection on the fit or coherence of all the data

assigned within a code, category, or theme.

NVivo software features include the provision of an audit trail. This means itis
straightforward process to track back and forward between the original data and
the extracted quotes utilised within the findings. The data can be directly cross-
referenced (hyperlinked) between its location within the specific paragraph, and
within the overall interview, its place within the coding structure, and its use in
the findings chapter. The advantage of this was that when analysing the data,
and producing the discussion, the quote could easily be cross checked back to
the point where it was situated in the interview, thus enabling the reflection on
any nuances that might be salient. An audit trail adds to the transparency of the

study.

Data was collected for each participant from SNS posts for up to 6 months, 5
months prior to campaign and 1 month after. However, in the interviews the
participants refer to some online conversations that were not accessible online
due to the closed nature of some online forums. The RBCF webpage text,
pictures and videos of 3-4 minutes each were accessed. The business web

pages were also accessed, and relevant data recorded.

7 7KLV VRIWZDUH IHDWXUH UHWDLQV WKH LQWHJULW\ RI WKH LQL\
SHIWUDFWHG” WH[W LQ D QHZ GRFXPHQW LV orRayeidaturless RS\ SURG
proactively saved as a separate file.
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Figure 3-1 Extract from Nvivo software

3.8.3 Analysing data from participants

The primary goal of analysing the data is to generate an understanding of the
participant § sensemaking in the research context. This research is based on
the philosophy of hermeneutics. Whilst this philosophy does not offer specific
or prescribed techniques for conduct of the process of research (Crotty, 1998,
p. 97; Prasad, 2002) it does provide an overarching framework in the
hermeneutic circle or spiral (Alvesson & Skoldberg, 2009, p. 92), the concept of
the fusion of horizons (Laverty, 2003; Prasad, 2002) and reflexivity (Bell &
Thorpe, 2013, p. 105). The hermeneutic circle as discussed earlier in this
chapter involves a cycling or iteration between the examination of the whole or
the context and pre-understandings and examining the parts until the horizons
between the perspectives are fused and a sensible and coherent meaning is
reached. Alvesson and Skoldberg (2009, p. 104) present their version of the

hermeneutic circle as shown in|Figure 3-2
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Figure 3-2 Hermeneutic Circle

Source: Alvesson an8koldberg 2009 p.104

The notion of the hermeneutic circle is critiqued by Alvesson and Skoldberg

(2009, p. 135) in that, despite the reflexivity suggested by Gadamer of the pre-
understanding feeding into the parts and subsequently feeding into a deeper
understanding of the whole, the circles are presented as not coinciding. Thus,
FRQVLGHULQJ WKH QRWLRQ RI UHIOH[LYLW\ ZKHUH NQ
current state through the questioning of deeply held assumptions seems to fit

more with the notion of fusion of horizon in the sense of extension of the horizon

or a stretching beyond existing boundaries of understanding. McAuley (1985)

likened the process of hermeneutic interpretation as being in accord with the

theories of learning suggested by Kolb (1984), yet Kolb also presented his

theory of learning as a single loop. The notion of extending understanding

through reflexive questioning of fundamental assumptions and interpretation

seems to be closer to Argyris § {1977, 1982) notion of double loop learning, an
HIWHQVLRQ RI .ROEfV VLQJOH ORRS ,Q GRXEOH ORRS
assumptions, policies and objectives of the organisation, are questioned

through a reflexive process, to enhance and achieve transformative learning.

The hermeneutic circle or double-loop both imply an infinite process of

interpretation, whereas in practice the interpretation ends once a sensible

coherent meaningor U SUDFWLFDOO\ D G Hab KdeMachfeviedthet- R P H

meets the objectives of the study (Sayer, 1992, p. 86).
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To illustrate this | have provided a diagram (See|Figure 3-3) which draws both

from Argyris { ¥ouble loop and hermeneutic circle, fusion of horizons and
reflexivity. This provided a guiding framework as a way of thinking about the
research, directing data collection and organising and classifying the emerging

findings without the imposition of a conceptual or theoretical framework.

Figure 3-3 Adapted process of interpretation

Source: Adapted fromArgyris(2000) double loopand hermeneutic circle

As illustrated, the analysis begins in a dialogue with the text. This began with
the transcription of the audio followed by a detailed reading and re-reading of
each transcript to immerse within the data and gain an overall view of each

S D UWLF L SUe@yWN\ots laqdWdéhs were made throughout. This was
followed by relating each interview to identify common patterns. Once the
transcripts had been read in detail, copies were imported to NVivo software to
support and manage the manual process of coding, categorising, and

developing themes for the extensive data. The NVivo software was used to
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assist the manual coding, which was based on meaning units (Neergaard &
Ulhgi, 2007, p. 84).

As described in Section 3.8.2, NVivo facilitates manual coding by colourfully
highlighting the text that has been coded and listing of the labels that had been
manually assigned. This provided a visual guide which assisted the review and
reflection process. Once coding has been initiated, the NVivo software provides
a list of the codes created and enables those codes to be linked together into
potential categories and themes. The list of created codes enables the code
labels to be manually reviewed in one place, assisting with relating concepts,
potential label revisions. The list of created codes is also hyperlinked, by the
software, to the original text documents, easing navigation of the extensive
data. The documents could then easily be referred to for consideration of
meaning within the flow of the narrative in the interview. NVivo also enables
GDWD DVVLIQHG WR RQH RU PRUH FRGHVY WR EH 3H[WU
review. This meant the text extracts could easily be compared for meaning and
potential labelling, all in one place. Further, NVivo allows the coding to be
flexible, thus a code label, or data assigned to a code, or links between codes,
could be changed on review and reflection. During these processes, codes
were created and then iteratively review, revised, or removed, and clustered.
The colour, the list, the hyperlinking to original text, the linking together of
codes, extract reviews and flexibility supported the re-reading and reflection on
the meaning identified, the potential labels assigned to codes and the

relationship between, codes, categories, and themes.

Thus the process was non-linear as described by the double-loop above. A

drawback of this non-linear process, as discussed above, was identifying a

point where the analy VLV KDG DFKLHYHG pSUDFWLFDOO\ DGHTX
relatively new to this process, | found identifying this point of adequacy

challenging. However, this challenge was overcome by sensemaking through

reflexive writing, and through articulating the findings and discussion, in writing.

As the themes began to surface, the initial and supplementary literature was
consulted to guide the labelling of themes. Preunderstandings were reflected
upon and drawn upon to illustrate points. To help guide the development of a

coherent meaning of the data, the method of thematic analysis was used (Braun
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& Clarke, 2006). This method is not wedded to any theoretical framework or
philosophy, but a few choices need to be made at the outset. Braun and Clarke
(2006) suggest the approach to themes should be flexible, not necessarily
about prevalence but it should capture essential elements in relation to the

research question.

The description should be either a rich description of the data or a detailed
account of a particular theme. Themes can be identified either from the bottom
up, inductively or theoretically driven. They can be at a semantic or latent level.
This research study is based on an interpretative philosophy and, therefore, the
most appropriate choices for approaching themes are a rich description,
inductively built and at a latent level. In keeping with the hermeneutic
philosophy, reflexivity supported the refinement of themes and the progress of
iteration around the hermeneutic loop. Feedback on initial findings was sought
via conference presentation (Green, 2018). The analysis contains both
descriptive elements and exploratory elements and includes both prevalent and
salient (surprising or important) insights from the data. To illustrate the
connections between the themes, a concept map is presented (Eppler, 2006).

3.9 Evaluation of the Research

The process of evaluation of research addresses the question of how to
persuade the audience of the value of the work (Symon & Cassell, 2012, p.
221). Many scholars argue that it is essential that criteria are used that are
appropriate to the underlying philosophy of the study being evaluated (Bryman
& Bell, 2015, p. 400). Yet there are also many approaches that have been
developed to address particular disciplines or methods and some may not fit the
mode of engagement used within the study or may not be possible to achieve
(Bryman & Bell, 2015, p. 401; Symon & Cassell, 2012, p. 210). For instance,
some studies use multiple researchers who code the data independently, a
strategy not feasible in this study. One of the most influential criteria is that
originally developed by Lincoln and Guba (1985) which aimed to offer criteria
that was suitable for evaluation of studies that are qualitative and are based on
an interpretive philosophy. In summary, this encompasses the criteria of

credibility, dependability, confirmability and transferability (Gill & Johnson, 2010,
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p. 228). | will consider what each of these criteria entails and how it has been

addressed in this study.

Credibility is about carrying out research that follows good practice and is
plausible. Within this study, the strategy to attain credibility through peer
debriefing. This was achieved by receiving oral and written feedback from PhD
supervisors as they challenged assumptions, methods, and interpretations.
Also valuable feedback was obtained from academics at several conferences
where | presented, during the study. Dependability is about the ability of the
research project to establish a trail of evidence tying all aspects together in a
coherent framework that would enable others to track back and understand the
underlying methodology and concerns. In this study | have set out the
underlying philosophy, methodology and methods followed and ensured
congruence throughout. This has included reflexively discussing concepts,
debates and exploring meanings. Confirmability is about whether the
researcher has allowed personal bias or theoretical leanings to unduly sway the
process or the findings. In this study extensive discussion has been provided
on the position in preunderstanding and the philosophy behind this.
Preunderstanding has been incorporated explicitly to elicit understanding.
However, reflexivity has been used as a device for ensuring the
preunderstanding and theory is used appropriately. Transferability is about
understanding the uniqueness or otherwise of the context of the study and
providing enough thick description for the reader to judge whether the insights
might inform other contexts. This study includes an audit trail from the data
through analysis and presentation of extensive quotes and thick description
within the text, to ensure the voices of all the participants is represented. These
concerns are mostly about the skills of the researcher. Taking on board the
ideas of crafting research from Cunliffe (2011), the aim is to ensure all evidence
including literature, pre-understanding, data and interpretation are transparently
presented so the reader can make an informed judgement on the integral
trustworthiness of the project.
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3.10 Summary ofthe part LFLSDQWYfV EDFNJURXQG DQG ¢

In terms of the backgrounds of the six participants, four were male and two

females, aged from late twenties to sixties. Three were based in the North of

England and three in the South. One had technical training within the field of

their product, the others had degrees (one a PhD), three within the field of his

product. All had come to this point of their journey by choice (choosing to run a

business), and none were doing the activity from necessity (e.g. redundancy).

2Q0\ RQH SDUWLFLSDQWTVY YHQWXUH KDG IRUPDOO\ HF
other founders and three employees. They were all seeking relatively small

values for their funding goals.

All offered rewards that included options for donation, merchandise (e.qg. t-
VKLUWV -RQGHBVYHRI WKH FRUH SURGXFW 7TKH FRUH

several ways, including a restricted number at discounted price points,

ormultipacks. |Table 3-2|provides a list of the participants and information about

the campaign.
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Table 3-2 List of interview participants and campaign information

Participant c c 5
— y— = e}
282 |3f |§% |z¢ |§% |[zfEss
©E|E @ S E S g e g S g ES2¢EE
© 8|2 8 =8 = - & o zZ ==
ExtremeSport 42 15,000 | KIA 9,656 |90 43 9 - £25to £1000
RuggedWear 30 10,000 | AON 10,246 | 79 74 9-£10to £125
CardGamel 30 5,000 | AON 5125 | 142 137 11- £1to £80
CardGame2 35 3,500 | AON 4,006 |120 100 12 - £1to £249
CycleAccessory 35 25,000 | AON Failed | (163) (162) 10- £10to £275
(7,220)
SportTech N/A | Last minute withdraw N/A
+advised product too expensive for RBCF
6XEVHTXHQW DSSOLFDWLRQ Wi
79Vk

KIA: Keep It All; AON: All Or Nothing. 7TRWDO %DFNHUV LQFOXGH WKRVH ZKR GRQDWH RU FKRVH PHUFKDQGLVH H J
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3.11 Summary of methodology

From this analysis | have identified both methodologies and techniques that will
be suitable for this study. To use the metaphor from (Gummesson, 2000, p. 36)
the aim is not to hover, in a detached manner, over the iceberg, or to brush the
surface of the iceberg, but to spend some time mining a little deeper into the
core. Overall, I believe that utilising an exploratory, social constructionist,
hermeneutic approach is suitable for research into the lived experience of the
participants using RBCF. The use throughout of a reflexive approach will help
craft this work. The use of pre-understanding as an analysis tool creates an
interesting and iterative tool for interpretation. Watson (2013) suggests that
approaching the field with a bank of conceptual resources can lead to sense-
PDNLQJ RI WKH SX]]JOHV RI pKRZ WKLQJV ZRUNTY
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Chapter 4 Findings

4.1 Introduction

The objectives of this study are to explore the lived experience of the
participants to understand their venture ambitions, the sensemaking of
resources from RBCF and how RBCF is enacted. The findings are narrated
under sub-themes, and some quotes are long as this is necessary to retain the
meaning. In developing these themes and sub-themes, one thing that has
struck me is the inter-connectivity of each theme. Thus the findings are
discussed in depth in Chapter 5, reviewing preunderstandings then followed by
an interpretation of the inter-connectivity.
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4.1.1 Summary of themes

The themes have been summarised into a diagram that is presented in|Figure

4-1| The hermeneutic circle has inspired this diagram. The themes are

perceived as interconnecting; as such, they were seen as parts of a jigsaw
where all the parts connect to make a whole picture. In the sections on each
theme the jigsaw is exploded to focus explicitly on the theme being discussed.
Within each theme section, the detail of each sub-theme has been added to the

exploded parts of the diagram.

Figure 4-1 Summary of themes

Source: Devised by the author and inspired by the hermeneutic circle
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4.2 Theme 1 Multi-Dimensional Aspiration

Figure 4-2 Theme 1 Multi-Dimensional Aspiration

Source: Devised by the author and inspired by the hermeneutic circle

Theme one discusses the aspirations of the participants. As explained above in

my preunderstanding (Section|1.5), my hunch was that the nature of the

aspiration was important to understand the participant § interaction with RBCF.
In the literature | explored how identity matters when entrepreneurs are creating
their business and seeking to access "traditional finance". Weick, Sutcliffe, and
Obstfeld (2005, p. 416) observe:

3) URP WKH SHUVSHFWLYH RI VHQWHP @@BtitY)hs ZKR Z+
RUJDQL]DWLRQDO DFWRUYV VKDSHV ZKDW ZH HQDF
affects what outsiders think we are (image) and how they treat us, which

stabilizes or destabilizes our identity. Who we are lies importantly int the

hands of others, which means our categories for sensemaking lie in their
KDQGV ~

As Navis and Glynn (2011, p. 479) VWD KR ZH DUH™ DQG 3ZKDW ZH C
serves as a touchstone for investor judgments”. The artefact most commonly

associated with communicating this information in the context of investment has
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been the business plan (Karlsson & Honig, 2009). Yet in RBCF the transaction
with the backers is predominantly exchange of money for a tangible product or

an experience rather than an investment relationship. Further as shown in

Section|2.6.2| the amounts being raised average out at $8,000 to $10,000.

With such relatively small monetary values the question arises, are those who

use RBCF aspiring to be in business (Bhidé, 2000, p. 25)? To get a sense of

HZKR WKH\ DUHY DQG pZKDW WKH\ SODQ WR GRY , H[SO
interviews, their current aspirations for their business and what they perceived

as the future of their business. In the following sections | share the responses

which fall under the Sub-themes of Personal Motivations, Market Potential and

Bounded Vision of the future. This analysis reveals that the participants had

multiple motivations for their future business and these encompassed

economic, personal, and social dimensions.

Then the final Sub-theme addresses the issue of what was presented in the
campaign material placed publicly on the platforms (for instance, the project
description and video on the RBCF platform and information available on their
personal website). This in a sense substitutes for what might have been a
business plan in a traditional investor negotiation, and which brought a sense of
whether their aspirations were incorporated into the material available to

potential backers.

4.2.1 Personal motivations

All the participants express motives that stem from meeting personal needs.
These include a desire for personal satisfaction combined with control of
destiny, to be creative and to have the chance to earn a living from a leisure

interest.

Personal satisfaction, enjoyment, and control of destiny

For CycleAccessory, previous work running a sub-contract installation business
had always been driven by the demands of large-scale contractors, with specific

requirements, which he would respond to:
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it § kind of being in control of your own destiny really, all my working life,
I have gone to places and done things that other people wanted me to do
> [@yCleAccessory]

In contrast, the new venture being created gave him a feeling of combined

control over his own destiny and a significant sense of personal enjoyment:

>«@ ZK\ QRW VHH LI , FD ) a®ROGRIFEOMIE! bithdt W K D
stands or falls on me and at the same time | am enjoying doing it, | enjoy,
as | say | enjoythe SODFHV , JR WR , HQMR\ WKH SHRSOH
met some fantastic people, you know, from world superstar cyclists, to
little kids riding around in three wheelers, you know, it's been brilliant”
[CycleAccessory]

There is a feeling here of being able to take a risk, whilst pursuing a direction

that allows him to be part of activities he perceives to be a bonus, making the

process of doing business a pleasurable experience rather than something

merely as an economic transaction to be acted on. CycleAccessory had only

really begun to pursue the venture seriously in the last two to three years,

operating as a sole trader with occasional help from his son. This business had

only recently began making a profit. By the second interview, his son had

MRLQHG IRUPDOO\ DV D 3MXQLRU SDUWQHU"~ IRWDEO\

doing subcontract work as a precaution against the venture not working out.

There was a point at which he decided to fully commit to the venture. This was

KLYV UHIOHFWLRQ RQ WKH PHVVDJHVY KH SHUFHLYHG IUI

IHQ’

¥ was on holiday and | got something rattling around in my head; it was
mentioned on Dragons Den somebody had been pitching for funding

they were asked by Peter Jones how they were currently funding it, and

he said well | have a job and that pays for my living and all the rest of it

and Peter Jones answer to that was, ifyoX FDQIW JLYHhowdoWR LW
you expect us to give any time to it. And that was rattling around my

head; | was on holiday so | had time to think, rather than just being

blinkered by getting day to day things done, and | thought that is

absolutely right, you know if you are going to make anything you have

got to commit to it fully "[CycleAccessory]

CycleAccessory talked about the subcontract work no longer having many
3 F KD O O Hheg ddtustance of contractors to pay on time and the work getting
harder both 3SK\VLFD O O\ D Q Therethv@s/lBa@yxr\Contrast between

this previous experience and the reaction from direct feedback he was

Page 123 of 307



Chapter 4 Findings: Theme 1 Multi-Dimensional Aspiration

receiving, from the individuals he had met. These made him feel his creative
ideas were validated: 3SHRSOH OLNH ZKD5¢ the Ddhtr&sRfto@ dhis
previous experience made him feel the risk was worth taking. Yet, also within
this sentiment is the tension between remaining in a familiar yet increasingly
unsatisfactory activity for the sake of economic stability, versus stepping into the
unfamiliar territory with the expectation of greater satisfaction. Potential risks
are not simply economic, but whether personal satisfaction will be derived, and

the investment of personal effort involved in making that commitment.

ExtremeSport echoed the notion of contrast between alternative options. He
was in the process of transitioning out of employment. Retaining employment
for one day a week, he was taking over the business of a colleague who was
moving on to other projects. This business was as a sole trader. ExtremeSport
spoke of independence and freedom to choose, in contrast to his previous

experience:

{ like the idea of the independence as well [..] It means | can prioritise

the things | think are more important. So with the current job | have got,

, 100 RIWHQ VHH DUHDV ZKHUH , VWURQJO\ IHHO W

and | am not able to go down those runs, even if you suspect there is a

chance there could be something really profitable and really worth doing,

LWV QRW ZKDW WKH SURMHFW LV WRD\WXRD®&PWH

do that. So, having that degree of freedom to be able to say, well that is

something which is capable, WKDW{V ZRUWK GRLQJ DQG WKHL

AQG WKDWTIV ZKDW , UHBJ®\UPH B ® SER UMK W
ExtremeSport described the business being taken on, the range of the products
and how his user experience and engineer training would fit the need to be
SFRQWLQXR XV O\Thé&tesvaR ardigQificant sense of satisfaction

expressed in being associated with such a venture:

3> it @@uld be the longest running UK manufacturer of {Sport equipment}
actually now” >([WUHPHG6SRUW@

In his RBCF campaign video, he describes being asked by the previous owner if

he was interested in taking on the business and hisreplywas 3+HOO \HDK ~

CardGamel business was aimed at ultimately designing virtual gaming
projects. Having studied 3D modelling at university followed by a convoluted

journey, the business had been set up just over a year ago and had not yet
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reached subsistence level. Prior to that, she had beena S SURGXFW @GridVLJQH
3SURGXFW MbaRéchwlbbl ¥émpany which had met her personal

predisposition. Yet there was a tension similar to that expressed by

CycleAccessory about the alternative options and choices being made between

following the creative instinct and committing to following this path:

3> foi@ne | have always been a creative, come up with new ideas,
problem solving type of person [..] during that time working for the
company | was thinking was when can | start my own business but being
too scared to start it because | had an income and it was the biggest, my
biggestincome | hadeverhad > @  >&DUG*DPH @

Then, having been made redundant, she spent a year attempting to set up a
service business that did not feed into the what she found personally satisfying:

3, HQGHG XS GRLQJ VRPH OLIH FRDFKLQJ EXW UHD!

development, EXW QRW WKLQNLQJ , ZDV [CRECAMEID R X JK W

This comment, again, highlights the tension between feeling the need to realise
and pursue what she finds satisfying, and committing to what she believes she

is capable of.

CardGamel had encountered another opportunity as she was beginning her

venture journey:

3.3 I was working with {Name} University and having had an idea to build
a virtual reality game and going for a UK Innovation grant, which | then
turned down because by the time | had been in the business for about
two months and | had networked with people, | had other people asking
me about my previous projects and my book and my card game and
WKDWTV ZKHUH , ZHQW RN ZHOO ,fYH JRW RYHU
on and | will be completely in business or, oh and | had to do match
funding as well so | had to go out and find about £30,000 before | had
even got the £100,000, or | could go back and work on a project which
needed less investment, well less upfront capital so | started
{companyname} on no capital or going into negative figures and within
about three months of building my card game | had investors chasing me
[..] [CardGamel]

Here CardGamel further conveys a sense of an opportunity cost between
finding a viable opportunity that pays a living and having some control over her

destiny which brings about more satisfaction.
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CardGame?2 was in a comfortable position from a wealth perspective, having an
income from a contractor position with a multi-national company, and income
from a recently well performing investment. The contractor position did not
constrain him in terms of time, as through using knowledge of technology, the
work had been automated, thus leaving spare time to pursue other activities.
This was reflected on and he began to look for activities that were more self-
generated:

{..] during the last few years where | started thinking of like cool things |
could do, you know that | could work on myself. | really like the idea of
making something that | can sell, of PDNLQJ VRPHWKLQJ , FDQ VH
[CardGame?Z2]
He further suggested that, aside from his current product, it was also the use of

the online platform as a sales tool that held interest for him:

¥ might consider at some point doing a « using what | have learned
about what actually works on {platform} and try and think of something
that would sell really well on there just as something else to ~
[CardGame?Z2]

So, CardGame2 was interested in being more personally stretched:

3>«@ LW LV QRW UHD GrigéntWiging rReRadd it eeK DW LV
because | don't really have any issue with money these days, it's more
OLNH , WU\ DQG DFKLHE&MIGIHEY RQDO JRDOV’
CardGame2 gave the impression that the work with the multi-national was not
challenging, he found it easy to automate this activity, making it a valuable way
to reduce time constraints, and divert his attention towards activities that held

more excitement and learning.

RuggedWear was also in a relatively comfortable position from a wealth
perspective, having operated as a freelance painter and decorator for ten years
in a situation that was profitable. This gave RuggedWear a user perspective on
the product being created. RuggedWear had savings from this work and was
also supported by her spouse who was in a well-paid professional job. Her
explanation conveys a sense of wanting a purposeful role, yet needing to

balance that in a flexible way with other personal responsibilities:

3> «n@ving back to the UK, when we did, both my kids are, needed a bit
of extra support, my mum was going into have an operation, so | knew
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WKDW , FRXOGQTW FRPPLWOoWhRf BdcQslitWasNH D ZHH]I
going to be interrupted all the time, so | though instead of doing that |
would, take the money, | had earnt quite a lot of money in Germany
because it was a much higher rate and people were prepared to pay that
to get somebody English speaking. And so, | had enough money to set
aside to set up this business, that is what | decidedtodo >« @ ~
[RuggedWear]
For RuggedWear, although going back to painting and decorating was felt to be
an option, there were several other reasons for creating this new venture which
centred around doing work that suited her own attitude to life and values,
brought a feeling of freedom from undesirable social structures, which

RuggedWear wanted others to have as an opportunity:

3-XVW WKH IHPDOH HPSRZHUPHQW SRLQW RI YLHZ
when | was, when | realised| GLGQYW KDYH WR GR DQ RIILFH 1
never really got on well with those women who wear lots of makeup and
sit in offices and having met women through WICAT?!8 it § like, oh, | have
found people that understand me at last, it was the first time, you know
it § just brilliant to be able to be with other women who, who have got the
same values as you, [..] it is easier now, you can go and do an
apprentice and you can do an apprentice at any age now | think, FDQ W
you, , DP QRW VXUH L WMméreMtiraed Go Kibdn @& makest L
HDVLHU IRU WKH ZRPHQ WKDW DUH GRLQJ WKRVH I
[RuggedWear]
Throughout the interview, RuggedWear repeatedly came back to this issue of
empowerment and freedom from social structures, so it was clearly an issue
that was driving the personal motivation and deep satisfaction would be derived

from achieving that goal.

The participants seek out taking personal responsibility for their own ventures
and expect to derive personal satisfaction from taking that responsibility and
from enacting their own personal values and beliefs. The motivations to pursue

their ideas through ventures is derived from their previous experiences.

Creativity

The participants talked about being creative, making time for creativity, passion

for design and the personal enjoyment they derived from this activity.

18 WICAT £Women in Construction, Art and Technology
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SportTech explains how, through being creative, an organisation was created
E\ h.DFFLGHQWY

37TKH\ SXW RXW D FRPSHWLWLRQ EHIRUH WKH 2

anditwascalHG p*DUDJH ,QQRYDWRUVY DQG DQ\ LGHD\

a sort of competitive edge in training or in competition and we put in a

couple or four ideas, two of them were selected and one of them won the

competition. In order to pay the prize money, whichwDVQ W WKDW PXF

we had to create a limited company. So that is as strategic as we were,

there was this group of friends and we started it and it was in the

EDFNJURXQG XQWLO DERXW WSgportTechbQG KDOI \HDU
SportTech and some of the group of frLHQGV ZHQW R QfeésRorFUHDWH D
service” GHVLJQ FRQVXOWDQF\ XVLQJ WKH WKHQ GRUPDQ
operate in a different way from other consultancies and so proactively set aside

time for creative development:

3 > weahink that design is undervalued for what it does and the only way

to change that was put our money where our mouth is. So, we develop

our own IP, we have, every Friday, we have a Friday where we develop

ourownideas” >6SRUW7HFK @
:KLOVW UHYLYLQJ WKH FRPSDHG X Q BNDHU IDHWW RDVQ GOV RH R
DIJHQFLHVY WKH\ ZRUNHG IRU PLJKW EH LQWHUSUHWHG
described by SportTech, not one born of necessity, but one of opportunity born
RI FUHDWLYH DELOLW\ DQG SURdWWOLIRIGEIO SRVLWLRQL
suppliers” ZKLFK KH DOVR UHIHDUUWIOG W, RAMDIMRO tds L U

presented as such on their website:

3$JLOH 1HWZRUN 6R WKDW ZH FDQ SURYLGH \RX Z
service without passing on expensive overheads, we have built up our
Agile Development Network. This includes experts in research, trends,
patent searches/applications, Human-Centred Design training,
SURWRW\SLQJ PDQXIDFWXULQJ FURZGIXQG6LQJ DQ
Website/About page]

In the three years this new consultancy has grown 3H[S R Q H QoW tadiioasly

from just SportTech as a sole trader, for the first nine months, to the co-founder

joining when there were VL[ PRQWKV Y ZR UYé Kurrehtl§ &ighi\staff; WV~

including two on subcontract.

This networked model of growth, although recognised as an entrepreneurial

aim, is contrary to the UK Government  Msion of growth based on increasing
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the number of employees (Achtenhagen et al., 2010), and therefore, much

research on growth neglects this model.

For ExtremeSport, it was the realisation of a long-held dream to be creatively
engaged in an activity he loved from being young:

3, KDYH DOZD\V ZDQWHG W Rral bb\tha i@asBI@ags EXLOG DL
been a passion of mine and | would like, | mean | like to be in

HQJLOQHHULQJ EXW LWV IUXVWUDWLQJ WR MXVW E
really want to be, like, if you are working on airliners or something you

just end up with one small sub-VA\VWHP RI D VIVWHP DQG \HV \F
that overall idea, whereas with {sport} you are responsible for the
VWUXFWXUH \RX DUH UHVSRQVLEOH IRU WKH DHUF
everything, you are actually designing the aircraft so that appeals to me a

O RBAMtfemeSport]

The chance to take full responsibility for a product rather than be subsumed in a

bigger entity also reflects the notion of being in control of your own destiny.

CardGamel had created her business to design virtual gaming projects. Whilst
she had expressed some anxiety about her ability to take a product
development path (see Sub-theme on personal satisfaction above), the early
designs of her physical card games were achieving sales through various
channels. The direct appreciative feedback from customers of these designs
recognised her creativity and were feeding back into the enjoyment of creating:

>«@ SHRSOH ZHUH JRLQJ u, KDYH VHHQ WKDW JD|
WKH FUHDWRUY ,fP OLNH KRZ GR \WXVND®RVZR @& H
like have my game out there and do the play testing and watch kids'

IDFHVY OLNH ZKHQ WKH NLGVY IDFH OLJKW >«@ , D
product that | am creating and realising that because they love it so

much" [CardGamel]

Contrary to her expectations, customers were not getting bored with the game

but were requesting new versions:

3> @ "FX\MoMd e tHat ey play it weekly [..] {she thought} \R X O O
get bored [..] once you know all the characters [..] {but what customers}
like is then introducing it to new people > @ "DQG ZDQW  QHZ YHU)
[CardGamel]
This direct feedback was valuable not only for product development but for her

own self-esteem around her creative abilities.
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Whilst CycleAccessory had expressed the pleasure in now feeling in control of
his own destiny (see Sub-theme on personal satisfaction above), he also mused
on his work life:

3> @ , KDYH DOzZD\V ZRUNHG IRU P\ OLYLQJ IURP E
first job, | was actually worse off whenlgotmy ILUVW MRE FRV , GLGC
as much as | had done while | was still at school. | have always worked,
and | have always enjoyed working, you know, | think it is an essential
part of life, is being purposeful really, | suppose, | never really thought
about it too deep, | just always, you know, you have got to work, you
know otherwise what is the point really! And | like making things, | do
like making things, | used to like making things at school, metalwork was
my favourite subject at school because you started off with a flat piece of
steel and it ended up being something, you know, and you have made
that happen and | still get a buzz out of that 50 odd years later
[CycleAccessory]
Here, CycleAccessory expresses how value is derived from more that the
PRQH\ HDUQW WKURXJK ZRUN WKDW EHLQJ 3ZRUVH RII
in his view work is essential for giving us purpose and in achieving a purpose
through work it is possible to derive deep satisfaction from the act of being

creative.

Whilst RuggedWear made no mention of having a desire for creativity as such,
yet during her previous painting and decorating business she had designed
equipment for her own use. These were now being redesigned for the current

business:

3> | j@t made a big pocket cos when you are decorating you need a big
pocket for a wall paper brush, [..] | have basically made that into, a more,
a better pocket” >5XJJHG:HDU @
Now she had considered multiple comparable situations to her experiences in
the painting and decorating industry. She had therefore had multiple ideas
where products could be developed, one example being around safety clothing,

when wearing clothing that was not designed for your size:

3> a l@ of petite women who work in construction or transport have to
roll up the sleeves or the trouser bottoms and if there is a high viz flash
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that gets hidden so all the PPE?9, all the protective value of it goes out
the window”~ >5XJJHG:HDU @
At the time of the interviews, RuggedWear was heavily engaged in obtaining
various forms of market research. During the interview she repeatedly
mentioned people she had discussions with within various industries that had
led her to have new ideas for products. Her identification of multiple
opportunities was leading her to engage in creative activity which, given her

animation, seemed to be a source of satisfaction.

The participants fpersonal enjoyment is derived from making time for being

creative and having a passion for design.

Combining leisure and social interests

Several of the participants made explicit references to how the project they
were undertaking was born of their own leisure interest and, as such, have been
users of the type of products they were designing. This user perspective was

giving them insight into existing product features and benefits:

it is also my hobby so there is no reason not to keep doing it~
[CardGame?2]

¥ have been {Sport participant} for about coming up for four years now

ZKLFK GRHVQYW PDNH PH D SD{3purtpaxiCidand}O\ H[SHUL
although I have gota, , WKLQN LWV D KXQGUHG DQG VL[W\

thattimenow”™ >([WUHPHG6SRUW@

8o that came at a point where | had made a small bike stand, just for my
own bike, to clean it down after riding and minor maintenance and
preparation” >&\FOH$FFHVVRU\@

S:HOO WKH EDFNJURXQG WR WKH LGHD LV WKDW , (

swim, | have a cycle computer, | have a running watch and | can look at
the data when | am doing the exercise when | am training and when | am
in the competition, | can actually use that to make sure that | am on time

RU LI , DP QRW SXVKLQJ KDUG [BfoiRiéchk , SXVK KDU

However, for RuggedWear, she had been inspired by her experiences of her

colleagues during training as a painter and decorator:

19 PPE - Personal Protective Equipment
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the women that | was working with, that | was training with doing my
painting and decorating course, their husbands, their boyfriends were in
prison, you know, they had come from care, just, it was such a struggle
for them to get there on the course, it was so easy for me [..] it just gave
me freedom and it gives freedom for the ones that manage it~
[RuggedWear]

Her vision was to improve work wear for women in non-office jobs combined

with inspiring more women to undertake these non-office roles.

The participants fproduct ideas for their ventures were derived from their own

leisure or social interests.

Comments on Personal Motivations

The key findings on personal motivations are that the participants wish to create
ventures based around their values and beliefs, gaining satisfaction from the
responsibility. They are motivated to derive personal enjoyment from being
creative and expressing a passion for design. Their ideas for their ventures

originate from their own leisure or social interests.

4.2.2 Market potential

When asked about the nature of their venture and the product being
crowdfunded for, the participants talked about this at length, explaining the
product, their current sense of the market and their ideas for expanding their
product range. Here the participants talked about their perception of the future
potential and so their assumptions about why their venture is worth pursuing.
But also how the problem they have is that, as creators, they can be blinded by

belief in it and so seek validation from potential backers.

Perception of a potential sufficient market

The following participants explained the situation leading to the development of
the product, about user frustration and about interaction, yet these explanations
give a sense of their alert awareness of the likely existence of a sufficient

market for the idea:

For RuggedWear, her own user experience and her values around the way

people in her profession should present themselves had led to her ideas for the
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current products. As discussed above in the Sub-theme on combining social
interests, she had researched the number of people in her own industry who
she implicitly assumes, therefore, may experience similar problems:

3, KDYH EHHQ WKLQNLQJ DERXW EHLQJ X@ERPIRUW
started, I, it was, when you started the course you had to go and get a
pair of bib and braces which are the white dungarees, and they just, they
say they are unisex but they are not, they are made for men and they are
really un-comfy, and | tried doing different things but you want to look
smart and you want to look professional by, by wearing the bib and
EUDFHVY SHRSOH NQRZ WKDW \RX DUH D GHFRUDWR
jeans and think oh these are comfy, | will wear my jeans cos it looks
scruffy, it makes you look like an amateur. So, you need a uniform that,
WKDW SHRSOH FDQ UHFRJQLVH 6R LWV MXVW EI
W L PRiIiggedWear]
So, there was some early assumptions that others within the same industry
would benefit from her ideas. Yet she has also taken steps to question the
extent of others in a similar situation. In considering this problem, she had

carried out some product testing with potential customers, for instance:

{ said would you be able to try them out for me [..] she has tried them
{product a} all on and knows that they would be fine, she likes them and
everything, so she has been trialling the {product b} for me ~
Also, she has begun to survey the market and was finding potential customers
in other industries. For instance, she spoke of the number of other industries
from her first survey and later in the interview spoke of other research that had

extended her list:

3 > thi@ugh doing my original survey looking at the market, | found crane
drivers and chimney sweeps, honestly you name it there is women out
there doing that job.[..] {another} survey though we found out that it was
warehouses, factories a lot of outdoor work, gardening and landscaping,
engineers, architects. The list justgoesonandon > @  >5XJJHG:HDUC
As discussed in the Sub-theme on combining leisure interests above,
SportTech was a leisure user within the targeted sport, so like RuggedWear the
knowledge from personal involvement was being drawn upon to design the
product and make early assumptions of the potential size of the market from

their own user knowledge of the sport:
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Eo we believe there is a market and we have also been through sort of

different iterations of looking at the cost and we keep putting the price up
EHFDXVH ZH EHOLHYH LWV PRUH RI D KLIJK WHFKC
is targeted at people with more disposable income, more of a Mamil §

you know Middle Aged Man in Lycra,you NQRZ LWYV WDUJHWHG D
gadget type person so yes we do believe there is a market but that is

part of the crowdfunding experience is to test that *~ [SportTech]

Also, like RuggedWear, he explained that they had carried out both formal
market research and product testing with potential customers to establish who

might be their target customer and how many there may be:

{ «] we have done some market research so there is something like

60,000 people sign up each year in the UK alone to triathlons and there

is several million swimmers in the UK alone, so even if you take a very,

very small proportion of that we believe that it would be within the UK a

reasonable sized market, when you go globally, we believe it should be,

and this is the whole point of the crowdfund is to do some preparation for

the crowdfunding to try and find people but then use the crowdfunding
SODWIRUP DV D VRUW RI VSUHDGL Q[$piuvtKTldct RUG D |

3> baut bBve different testers who are either swimmers or triathletes
with coaches and to try out with these block models. But we have now
got this functional demonstrator > @ >6SRUW7HFK @

The product designed by CycleAccessory had similarly arisen from user

experience and he was then was asked to supply friends:

3>« @ Dhdldd nide was doing an Iron man event in Lanzarote and
wanted a work stand that he could, you have to strip the bike to get it on
the plane, he wanted a work stand that he could take with him, he knew |
had made something and asked if | could make something along similar
lines that would fold down flat and that was the start of my business
journey. It was successful he used it, his friends wanted some, other
competitors wanted some, he was a regular competitor at sports events,
cyclingevents > @ Ackass@
Again, there is some suggestion that having been active within this sport gave
him insight into the extent of the numbers active within the sport, yet he is to
some extent making assumptions about the potential level of interest from
demand experienced at events attended. Unlike RuggedWear and SportTech,
CycleAccessory made no mention of carrying out formal market research, but

did talk extensively about discussing business with those embedded within the
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industry and the positive feedback making him feel it worth continuing, thus

relying on direct feedback rather than formal methods:

3> u@yok keep getting these glimpses of what it could become, the
interest not just from you know the ordinary cyclist or the competition
cyclist even but from people within the industry they like what I do, so it
keeps me motivated to keep at it till it really becomes a business that can
stand on its own two feet and you know really work. "[CycleAccessory]

For ExtremeSport, who was transitioning out of employment to take over an
existing business, the existence of a market was more established. Yet, he

H[SODLQHG WKH FXUUHQW RZQHUTV LQjétd,dditvewV KD G
had not been promoting it, seeing a latent potential that he could revive:

3 JHW SHRSOH WdapdhydmB}aRDkNdwing that it is back in

business really, well it has never actually went away, but the current

owner has not really been promoting it, not really pushing it over the last
FRXSOH RI \HDUV KH KDV MXEe@é¢sportt W VOLGH D |

Further, he explained that the numbers of people participating in the sport had
declined and, therefore, the importance for the future of his venture in
attempting to contribute to addressing this himself. Like CycleAccessory, the
knowledge of the perceived level of activity seemed to have also been obtained
due to his leisure interest in the sport over several years, as he also made no

mention of any attempt at formal market research:

3> «r@mbers have declined since the 1990's they have plateaued over
the last few years at about 1000 people with pilot licences that renew
them every year you could argue they are probably fairly active but its
only 1000 people in the UK. [..] so, if it carries on like that then the
current pilots all retire or get old and stop flying then, there has got to be
more people coming into the sport, so I'd like to do my bit to get people in
[tothe sport] © >([WUHPHGB6SRUW®@

ExtremeSport makes a broad assumption that the sport is intrinsically attractive,

and it is feasible to increase the number of sports participants, in envisaging

how he wanted the venture to grow in the future:

3> | timhk maximum maybe double the number of {product} so at the

moment there are somewhere between one and two a month being built

if 1 could get that up to sort of three or four a month or so then be employ
VRPHERG\ HOVH WR EH ZRUNLQJ IXOO WL&H WKHUFL
realistically see it growing towards "> ([WUHPHG6SRUW @
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Like other participants, the product of CardGame2 had emerged from user
experience as he had initially created the game as a present for a friend and,
like CycleAccessory, had developed the idea responding to several people
asking for copies. During the interview, he did not share any sense that any
formal assessment of the market had been carried out yet also, like other
participants, he was originally basing his assessments on information gained

from industry forums:

¥ am signed up for all the main board game and table top {CFplatform}
and all the forums”~ >&DUG*DPH @

Throughout the interview, CardGame2 was ambivalent about whether this
product and the direction it would take was one they wished to pursue and, as
he had freedom from income constraints (see Sub-theme combining leisure
interests), it was easy to redirect his attention. He did share many activities he

carried out that would, on the surface, suggest that pursuit of this opportunity
was an aspiration due to the potential for personal enjoyment:

3AZLOO S X Wi getWwdfdd \of it or until something else takes my
fancy [..] I kind of, | can envisage it yes {replacing current job}, | kind of
like, | don't sort of realistically consider that as something that's going to
happen, it's like | am kind of doing everything you would do if that's what
you wanted and you know | would obviously love that to happen because
it would be work that | enjoy, but I am kind of, | am kind of trying to stay
realistic aboutit” >&DUG*DPH @

His expectations were changing because of the RBCF campaign. Someone in
Japan had contacted him and claimed there was demand in that market for
English products. This piece of information was feeding into his on-going sense
making of how the current product could be both expanded and would be

attractive to him due to combining leisure activities:

"actually what | might do, you know is, | might do another {CFplatform}
project, possibly not that long after this one, but actually based on a
Japanese crowdfunding platform and it will be for the Japanese
translation of the game, so | will do a whole new {CFplatform} project but
it will all be in Japanese for a Japanese version of the game and see
what happens with that, | personally like the idea of it because | really
like Japan, | actually have some family over there so if | could set up
even a small, you know, give myself some kind of excuse to go to Japan
on business that would be pretty amazing." [CardGame2]
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What is surprising is the apparent lack of actively searching for external

environmental cues given he had studedaMDVWHUfV GHJUHH LQ DGYD!
management practice, although this is a process that has been criticised for

conditioning graduates to conduct extensive analysis which have little

advantage in situations of high uncertainty (Bhidé, 2000, p. 112). What is most

relevant for the participant is not so much the current product and its potential

market, but the learning and the desire to combine enjoyment with economic

gain. Thus, some participants are using formal market research techniques,

they are also relying on personal experience and direct contacts within their

respective industries to base their judgement of the level of interest in their

product.

Whilst discussing both the development of their products and their choice to use
RBCF, the participants made particular comments about the challenge of
transitioning from a prototype to a product that will sell, of taking your creative
LGHD DQG PDNLQJ D itdgtbbrasyIdd tRecHELUY fo be blinded by
the belief that everyone should want it, and so the importance of gaining direct

validation from potential customers:

part of our sort of development of our own product a way to take it
beyond the, take it off the computer and put it into a real product
[SportTech]

®'ven though | feel like it should be for everyone, obviously as a designer
| think everyone loves this game, but the reality is, is that it tends to sell
best to families and to parents of kids, they're the actual main buyers of
thegame.” >&DUG*DPH @
RuggedWear explained that it was upsetting to have others criticise and after a
particular instance where she had to defend her choice of brand name, had

reacted by writing a blog post about it:

{ put at the end of that {blog post}, please be kind, please be kind, kind
wordsis DOO , QHHG FRV LW UHDOO\ XSVHWV \RX GR}
VD\V VRPHWKLQJ QDVW\ DERXW \RXU EDE\ WKDWT"
NLQGQHVV HYHU\ VR RIWHQ \RX GRQTW QHHG WR J
kindness~ >5XJJHG:HDU @

CycleAccessory used the messages from a popular media show to reflect on

and question his own motives and this he tied to why RBCF was important for

him:
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SPLIKW EH ZKDW WKH\ FDOO XJO\ EDE\ VIQGURPH I
only person that thinks it is a wonderful thing, you know, you see people,

but | keep going back to Dragons den, | see people coming into Dragons

Den and they must be the only person that sees that thing ever being a

YLDEOH SURSRVLWLRQ \RX FDQ WHOO ULJKW IURP
PDVV LWV MXWWFPROWWDWHHWNKW EHFDXVH LWV W
syndrome, it WKHLU EDE\ DQG WKH\ GRQTW ZDQW LW \
WKH\ ZDQW LW WR EH WKLV EHDXWLIXO ZRQGHUIX
again, sometimes that comes into my mind, you know, am | kidding

myself, have | got this ugly baby syndrome, am | the only one that sees

it, and then you get something good happen and it carries you over that

point[..] WKDWV WKH UHDO ELW ZLWK FURZGIXQGLQJ
absolute nub for me “[CycleAccessory]

In addition to evaluating potential customers for their attributes, the participants
DUH VHHNLQJ GLUHFW YDOLGDWLRQu@RbaAMKHLU SURGXF
syndrome”~ 7KH\ SHUFHLYH WKHUH LV SRWHQWLDOO\ DQ L

needs based on the knowledge gained from their experiences.

Follow-on products

When asked about the future of their ventures, the participants expressed much

enthusiasm for extending the product range:

CycleAccessory and RuggedWear had both begun to consider the possibilities

for other follow-on products:

3 >«@ , KDYH DOzZzD\V PDGH PH RZQ WRRO ER[HV \R:
metal worker [..] my tool boxes are quite unique [ ] | have got other ideas
and things | want to make and things Iwanttotry” >&\FOH$FFHVVRU\@

RuggedWear went on to describe in detail the potential for follow on products:

3>«@ GLITHUHQW VRUWYV RI ZRUN ZHDU VR PRUH 32
outdoor trousers. [..] | have got an idea of how | can put knee pads on

without, without pockets, so | want to develop that idea. [..] NHS

uniforms anything that is caring industry or beauty or vets [..] shoes,

there is architects and engineers, [..] female construction site workers

who have to wear steel toe capped boots [..] | think they need to be

redesigned so that we can get more women in {into working in these

L Q G XV W U l[Ruygede@]|

CardGamel explained that this product was perceived as a stepping stone into

creating other types of gaming products:
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3> @, VWLOO ZDQW WR GR WAKDW.BWKBRRS D R DbIO/L W
based on it, | mean the name {companyname} is because | want to
FUHDWH LPPHUVLYH JDPHV DQG , GLGQTW GR WKD
situation so my whole strategy is that if | can create a product that can
become profitable then | can use that profit to start the next more
LQQRYDWLY[GaRIGREIX FW "~

Whilst CardGame?2 had explained how this product had emerged from a hobby,

they had also been exploring the insight of others in the industry and believed to

make this into a venture capable of supporting them financially it would be

necessary to create other products:

just from what | have read and talking to other game designers,
publishers is that in general, the opinion is, is that, that's unlikely to
happen unless you have several games on the go and you are going to
need several income streams, > @  >&DUG*DPH @

Comments on market potential

The key findings on market potential are that the participants are seeking direct
YDOLGDWLRQ RI WKHLU SAIRG XMVEY W RoGRieRIRIHRER P H 3
experiences they believe there is a potential market and have a number of

follow on product ideas to meet perceived market needs.

4.2.3 Bounded vision of the future

All the participants were the main or only worker in their business and so the
vision and planning of the business at this point of the journey is assumed to be
inextricably linked to the personal goals of the participants. During the
interviews, | asked the participants what they felt the future of their venture
might be. | did not specify a time scale and much discussion centred around
the immediate concerns with activity involved in managing the RBCF campaign.
However, there were both clear visions of possible futures where the venture
might grow beyond the current state, and yet the way these would be played out
were influenced by previous experiences. There was discussion of planning
activities, although this was rapidly changing as new understandings were

acquired.
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Visions influenced by experiences

As discussed in the Sub-theme on creativity, ExtremeSport was influenced by
his experience in his previous role where his creative ideas were constrained.
He had expressed some knowledge on the state of the market and had
discussed the constraints of number of potential people interested in taking up
the sport, yet this was also tempered with relating it back to his own personal
goal of doing something he was passionate about and so making enough to
PDNH D 3GHFHQW OLYLQJ’

8, GRQTW WKLQN LWTV QRW JRLQJ WR]iIg)RtZ WR EH
JRLQJ WR PDNH P\ IRUWXQH ,fYH JRW QiRke® OXVLR
decent living for me and let me do something | am passionate about then
WKDW LV JRRG H(ERXEDESARU PH”’

For RuggedWear, the experience of gaining freedom as discussed in the Sub-

theme on personal satisfaction above along with experience she had when

training to be a painter and decorator, which was with many who were from

disadvantaged backgrounds, had significantly influenced her vision of her

current venture. She expressed a very clear vision that was centred around her

values and beliefs and was way beyond just making the initial product:

What | really want to do is bring construction into the UK, no, oh the
factory, construction of the garments and so | want, this gets quite long
and complicated ,fYH WKRXJKW |IDvErRtE ¢ dbl/ talentplayww
machinists to make the stuff in {city} and then have apprentice women
that are maybe from difficult backgrounds and give them opportunities so
that they can learn a trade, [..], | want to be able to showcase women in
unusual jobs. [..] the more that we tell the next generation that there are
women doing these jobs, the more that those kids think, oh, | can do
anything, [..], there are other options for me, so that is the really
important part ofit” >5XJJHG:HDU @

This vision places additional challenges on developing the venture above those

faced by those motivated by economic outcomes (Renko, 2013). Fauchart and

*U X E H20YN research finds that those focused on causes, which they term
SPLVVLRQDULHV" GLUHFW WKHLU SURGXFWV WR SDUW
on socially responsible production and sourcing based on mission-led criteria,

which tend to place constraints on growth.
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CardGamel had similar visions of growing their business to a particular point

ZKHUH D pyFRUSRUDWH VWUXFWXUHY ZDV QHHGHG EXW
drawing this terminology from reading books written by successful

entrepreneurs. Again, CardGamel described an experience gained from

previously working in a larger company, where she felt the way they were

treated was not acceptable. This experience seemed to be influencing the

vision, but also this was combined with a preference to be a creator rather than

a manager:

32K OLIHVW\OH RU FRUSRN]D Wk batsekide Wellhavé\giitH W K L C
VXFK D SK\VLFDO SURGXFW KDYLQJ D OLIHVW\OH |
want to do, eventually what | want to do, is probably build that corporate

structure with a sort of a lifestyle feel to it, because | want to have that for

all my employees at that point, but to build it so that | can come out of the

business but | am running it, so | have got someone, like | say, silo that

whole businesses, so what | wantto doisbe WKH FUHDWRU RI WKH ¢
[CardGamel]

SportTech talked about the challenges he had experienced having been
working in the industry, which involved several similar agencies growing quickly
and then collapsing, having to make people redundant, a situation he did not

want to emulate:

3V R W K D Wt Yiotzakckazy growth that you see with some start-ups,

you know, where they suddenly, next thing they have got fifty people and

WKH EXEEOH EXUVWYV ‘H KDYH DOO EHHQ WKHUH
environment where you think you are working in a really good company
WKDWTV VRXQG DQG WKUHH PRQWKY GRZQ WKH OL
horrible, so we want to try and keep away fromthat” >6 SRUW7HFK @

SportTech was one that actually referred to having a business plan to grow.
<HW WKH LQWHQWLRQ ZDV WR UHPDLQ VPDOO VWLFENL
fgile network” DQG H[SORLW WKH LQWHOOHFWXDO SURSHU\

3> « @ople find it hard to believe that you can have breadth and depth,

so we have deliberately kept to product design and creative engineering,

[.] RXU FRUH LV WKDW DQG ZH IHHO LWTV DFWXDOC
WKDWTV ZHK.DWe Bdve @dRour core skills [..] there is no need to

bring it underneath the roof, one roof because at the end of the day we

believe that exploiting our IP is where we are going to get the game

changer, in terms of the business growth and making money, everything

HOVH LV MXVW LWYV VLIH WKHQ DQG ZH KDYH ZLW
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growth rate and we believe that we will probably stop at about fifteen
SHRSOH ZH ZRQYW JR PXEK[$pbdTeeh) WKDQ WKDW

For CycleAccessory sales of other products had, in the last year, grown to the
SRLQW RI USURILWDELOLW\RQVROH GQWHIRQ QB QO DMNH W K
the enquiries being received from abroad that suggested there might be the

possibility of export:

3<HV , GRQTW V(gréidgdbiggeR,Wes | mean so far nearly all my
sales have been concentrated in the UK, | get some enquiries from
abroad because you know | have got a website and anybody in the world
can see that, but | think kind of next year | want to consolidate things a
little bit because of how successful this year has been, | think next year |
can become properly established in the UK and then look further afield
WKDW TV YycleASEsBoty]

Yet, CycleAccessory was another participant with experiences of previous work
in industry that had influenced the view about how to manage a business in the

future:

3AKH ZRX-@Gemtte®l VR WKDW , GRQTW KDYH WR ZRUL
grandmother dying for the third time, you know, because people are a
SUREOHP DUHQTW WKH\ \RX NQRZ ZKHQ \RX DUH :
environment where there are employees, there are always issues and

it §, sometimes that can be the hardest part of business, is dealing with

other people that you work with, you know, when | was doing the

administrative work in ventilation, | found that the hardest part dealing

with people who have issues "[CycleAccessory]

The vision for CycleAccessory was inspired by the uncommon work practices of
another company:

SWKH ZzD\ WKH EXVLQHVYV LV JRLQJ LWYTV JRLQJ WR
have to have employees but | visited a business in Sheffield, Gripple and

they are employee owned, each employee that starts has to pay a £1000

bond into the company, so that they have, but then they have an equal

say in that business as well and I think, that for me, if | got to the stage

where | needed employees that would be the way | went, so that the

employees would have a vested interest in turning up and being switched

RQ EHFDXVH \RX FDQYW KDYH VRPHERG\ FRPLQJ L
space and just expect a wage at the end of the week or the end of the

PRQWK ZKLFKHYHU \RX KDYH JRRydeRcdé€30f Y\ HQJID J

20 Discussed at length having parts manufactured and he would assemble the final product.
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CardGame?2 was much more equivocal about the future:

{ feel like it's just going to be good fun whatever happens, if I'm
completely honest | don't see it as being like a major, | don't see it as
making me millions or anything like that, or at least not just one game by
itself but, you know | am going to keep hold of the project at the moment
and you know, think of other games | could do, | think, if | do the
{CFplatform} successfully, | think | will have a very, now a very clear idea
of what exactly it entails to, to make a {CFplatform} successful and some
ideas of how | could make something that might make a lot more money
basically or be more successfulon "&)SODWIRUP ~ >&DUG*DPH @
So, CardGame2 was the least developed in his conception of the future for a
venture, his narrative presenting some vacillation between being motivated by

the fun or the money, thus being more uncertain about the desired future.

Comments on Bounded Visions

The participants explained how their previous experiences influenced the vision
for their future venture. They expressed issues that had concerned them in the

past and talked about how they would operate differently in the future.

4.2.4 Sharing the vision or promoting the product

The material from the presentation of the campaign, project description and
video, were compared with the interview material to understand the sensegiving
(Corley & Gioia, 2011) communication to instigate backing. This revealed a
notable absence of the vision for the whole venture in how many of the
participants presented their campaign, most of them concentrating specifically
on promotion of the product rather than the whole venture. In traditional
settings, when seeking financial resources from external providers, the future
trajectory is often communicated through the artefact of a business plan
(Karlsson & Honig, 2009). As Navis and Glynn (2011) argue, the narrative
providediV D SWRXFKVWRQH" IRU L QheRBO¥ RdthpsighGitheP HQ WV
3 W R X F K Yowtte quéigement of the backers.

Campaign Presentation

In his interview ExtremeSport conceptualised the campaign as presenting

evidence of "being serious" about the future. In the campaign video, he shows
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himself taking part in the sport and at work in an engineering test centre. Within

the video he talks about his profession, education, and previous work in

research for multinational companies in a related industry and the leisure
interest as a user of the product: 3DSSO\LQJ HQJLQHHULQJ VNLOOV V
SDVVLRQDWHe indoiRotatés video taken of himself as a child playing

with toy models related to the industry. He talks about his wish to be actively

involved in this venture for the next 30 years and explain extensively about the

excitement of doing the sport the community benefits of being part of the sport

DQG HYRNLQJ D SRVW ulL @h&i€adr af paying oterédtst§ WKHPH 3
bankers | would rather pay discounts to pilots~ 7KH QDUUDWLYH RQ WKH
mirrors that in the video. On the page he writes: 3*FRPSDQ\ QDPH LV D YL
of the {sport} community. [..] | see the future of {company name} as being part

R1 WKLV FR ERXQASHOk-Campaign webpage]

From the interview, RuggedWear wanted the product to help support the
emancipation issue she cared about. In the video, she shows herself
demonstrating the design process, briefly mention her profession. Much of the
video is about the product, showing the type of people who would be customers
doing their work whilst wearing the product. She talks about the number of
professions that need a product like this and briefly explains the connection to
the emancipation issues discussed in the interview that are an important driver
of the venture, using historic images to illustrate. She does not mention her
vision of developing manufacturing. The narrative on the campaign page has
similar messages to the video. In the narrative on the page she writes
S"\FRPSDQ\ QDPH" DVSLUHVY WR EHFRPH D EUDQG > @ W
determined and proud to be whoever you want to be. Support this project and
KHOS EXLOG DJ[RuBgédiNrRErTEMpaign webpage]

From the interview, CardGamel wanted this to be a stepping stone product to
their wider vision of immersive games. In the video the time is spent explaining
and demonstrating the game in cartoon form or personally speaking to camera
explaining more about the product. There is no explanation of their personal
background, reasons for the business or potential future of the business. The

campaign narrative gives the same messages as the video.
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From the interview, CardGame2 wanted this as an experiment to see what the
interest in the product was. The video shows extensively a wide variety of
people playing the game in different situations, whilst they talk about how the
game is played. He speaks to camera at the end of the video discussing how
much he has tested it, and how he would ensure backers get the lowest price.
There is no explanation of the personal background, reasons for the business or
potential future of the business. The campaign narrative gives the same

messages as the video.

From the interview CycleAccessory was creating handmade versions of the

product and wanted to scale up. In the video he presents the product at the

RXWVHW H[SODLQLQJ WKH FRQQHFWLRQ WR WKH LGHL
P H F K D Qrhé& ¢amera then cuts to the cycle mechanic, (who is well known in

the industry) speaking about the idea and creation of the product and how he

uses the product at major cycling events including the Olympics. The product

use is demonstrated whilst features are explained. There is no explanation of

the personal background, reasons for the business or potential future of the

business. The campaign narrative gives the same messages as the video.

Although SportTech did not carry out a RBCF campaign, there is some pre-
campaign promotion on SNS and a dedicated website. This is all about the
product and product tester-reviews. There is nothing about the background,

reasons for the business or future potential.

All the videos included the participant present in the video, narrating the video

and some spoke directto camera. TKH IRFXV RI WKH SDUWLFLSDQW
VKDUHG ZLWK SRWHQWLDO EDFNHUV LV DERXW WKH FX
benefits. Only one participant explains extensively about their personal

background and future ambitions.

Comments on campaign presentan

Although the participants have expressed their passions, aspirations and
visions for their ventures, only one participant presented this information to the
RBCF audience. None of the participants presented any form of future market

assessment or predictions as would be found in a business plan. Despite this
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they received backer pledges and only one participant did not achieve the
RBCF funding goal.

4.2.5 Summary of Theme 1 multi-dimensional aspirations

This Theme has presented the findings related to the aspirations of the
participants. The extensive findings show that the participants have multi-
dimensional aspirations. This is because they are motivated by both the
economic aspirations of seeking a market for their current and future product
ideas and have personal aspirations of seeking personal satisfaction from
taking responsibility, enacting their creativity through their leisure and social
interests. However, this is not wholly reflected in the campaign presentation
which is substantially different from the information that would be provided in a

traditional business plan. These findings are discussed further in Chapter 5.
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4.3 Theme 2 Complementary Resourcing

Figure 4-3 Theme 2 Complementary Resourcing

Source: Devised by the author and inspired by the hermeneutic circle

In the discussion of my preunderstanding in Section|1.5{ | explored the hunch

that in some circumstances the founders of a venture seek more than money
from resource holders. Within the literature on angel finance the notion of
3SDGGHG YD O XH (Aekhohldt 2008; Cdllewaert & Manigart, 2016; Paul
etal.,2007) DQG LQ WKH UHVRXUFHV OLWHURWXUHRRWKH FR
resources has been developed (Elfring & Hulsink, 2007). In the interviews |
explored with the participants what they were seeking from RBCF and how it
related to their start-up journey. Their discussion revealed not only what they
were seeking from RBCF. They were also integrating the use of digital and
face-to-face means and combining other resources with RBCF to create what
they perceived to be a feasible way for them to operate. The combination taken
together implies a complementary aspect and this is discussed further.
Complementarities are present whenever bundling of processes provides more
value than that provided by each separate process. The resources described

by the participants when taken as a whole imply greater value is perceived.
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4.3.1 Seeking added-value resources from RBCF

All of the participants had multiple motivations for carrying out a RBCF
campaign. Yet the most salient of these was linked as explained by

RuggedWear:

"The whole point of doing it was to make me do the marketing to see if
there was a viable business and to get enough interest out there to get
pre-orders to pay for the first production run [..]" [RuggedWear]

Others spoke about the money only partly being the reason, and it could be

possible to acquire the money elsewhere:

8> @ SDUWO\ WR WHVW WKH PDUNHW DQG SDUWO\
EDWFK RI SURGXFW™ >6SRUW7HFK@

3> @ VR ILQDQFLDOO\ , GRQ fWaQraist Gre\Wsndy FURZG | »
neHG WR IURP WKH RWKHU VRXUFHV ">([WUHPHBSRL

5, DP QRW PDNLQJ PRQH\ DW DOO UHDOO\ LWTV VR
because | feel like there is some benefit to be had by [..] spread it as
widely as possible to as many people” >&DUG*DPH @

"whichgiYHV PH QR SURILW DW D OO "FOytMeActyEoyS URR I

This linking together of the aspects of marketing resources, pre-order

commitment and production are expanded on below.

Marketing resources

As shown in Theme one, the participants were concerned with being blinded by

WKHLU RZQ EHOLHI LQ WKH SURGXFW RU DV RQH SXW 1
important part of the reason for doing a RBCF campaign was about marketing.

The importance of marketing was explained as about acquiring personal

investment in the brand, and the importance of involving many people.

ExtremeSport and RuggedWear saw using the RBCF platform as a good
publicity and promotion tool, getting people invested:

" | mean the money is important, but the publicity is useful as well[..] it
gets people personally invested in the brand [..]" [ExtremeSport]

".JLWYV D JRRG PDUNHWLQJ WKLQJ , WKLQN LW JH
{companyname} and it shows that | am serious that | have got a plan for
the future[..]" [ExtremeSport]
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having a {CFplatform} to use as a promotion toolisgood”~ >5XJJHG:HDU @

CycleAccessory and CardGame?2 pointed out that having engaged customers

using the product, would self-generate more contacts and further marketing:

3> if y@u have got that engaged customer base, who are going to take x
DPRXQW RI WKHP DzZD\ DQG VKRZ DOO WKHLU IULH (¢
gonna be a self-generating thing then, your marketing has already

broken the barrier "[CycleAccessory]

"I think another thing that | kind of expect to get out of it is making some
new contacts and ideally actually generating some new business off it"
[CardGame?2]

"[..] doing the {CFplatform} has the sort of side benefit or side result of
you 1 WiHd of automatically marketing it to a lot of people” [CardGame2]
These participants, aiming to get as many backers as possible, was about the
ability to get recommendations from product-users through the act of backing,
using the product and providing feedback. The RBCF is only partly about
money. 7TKHLU FRQFHUQV DUH DERXW WKH SURRI RI FRQF
VIQGURPH" SURPRWLRQ REWDLQLQJ HQJDJHG FXVWRF
was useful to pay for the initial production run but the expectation was that
5%&) ZRXOG *DKDMRFDWDUNHW WKH SURGXFW

Backer Commitment

The pre-order is highly valued by the participants, described as "gold dust" and
more valuable than money on its own. This was because of the money being
provided in advance of any production and with a long delivery waiting time
showing commitment by the backers. This provides information on the level of
interest even if the campaign failed, and access to contact information for future

sales. Two of the participants described this as follows:

[..] to see if people who said that they would be interested would actually
take the bull by the horns and say yes ok we will support you"
[RuggedWear]

"one to raise the money and two to get pre-orders and | think the pre-
orders are more valuable than the money because if you have got people
to pay to hand over money on a concept [ .] it was people showing faith
in an unknown that was the real test for me.[..] the pre-orders, that pre-
RUGHU LV JROG GEwWtIndingQ@deii's to\ve the ri@ht way
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round, you are testing the market before, with actual getting cash in
EHIRUH \RX KDYH DFWXDOO\ PDGH DQYWiKyo@J LWTYV
fail, you made some kind of gauge of how it would be received [..] the
biggest scoring point of any crowdfunding is the pre-sales because there
is a market already there to tap straight into " [CycleAccessory]
JRU WKH SDUWLFLSDQWYV EDFNHUV KDYH DGGHG 3JROC
they are prepared to wait for the product to be produced. The shortest
timeframe for delivery was RuggedWear at two months and the longest was
CardGame?2 at six months. Thus, backers are in effect expressing commitment.
Yet with this new access to a highly valued resource of backer commitment, the
resource itself is volatile as, if the product is delayed or not realised, this can
destroy that value very quickly. The participants were all aware of this

challenge and expressed concern to ensure the rewards were fulfilled.

The participants spoke about the money not being the main motive as they

could use other sources and that money was less valuable than the pre-orders.

However, as CycleAccessory says, the difference is acquiring the cash and the

backer commitment before anything is produced. For the participants this

brings an element of certainty to the interaction and is combined with the
HISHFWDWLRQ WKDW $Hd0HheIHfrEmE NBQ®8 ZHQEB UDWH I XUW
engagement. For CardGamel this went further as she felt the backers would

deepen their relationship with her over time because she supplied a limited

edition of the product:

3> nog@only did they support me at the beginning and they have that sort
of, | would say, affinity with me [..] they will get a limited edition of the
game [..] it is a commodity [..] they are going to have the rarest copy of it
[CardGamel]

As discussed above in the sub-section on|Marketing resourcesj the participants

believe that the possibility for a self-generating cycle which for CardGamel was
due to the affinity from supply of a rare version of the product. So, for these
participants having the upfront cash, the commitment and engaged backers

who recommend to others, is of value in combination.

For CycleAccessory, whose RBCF campaign failed to achieve the RBCF
funding goal, value was nevertheless derived from having access to the backers

contact information. After the RBCF campaign ended, he used the ability to
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contact those who had backed to ask if they would buy a more basic version of
the product, and by the time of the interview, money was being paid by many
backers for this to happen. So, for him, the process had value in the

commitment and loyalty which could be re-enacted.

The participants were seeking commitment from backers, demonstrated by

EDFNHUV RI IDLWK LQ D FRQFHSW D QG5 Y\KW V RR UKL YRO \
because the money is provided prior to the production. Whilst this is also

acknowledged as volatile until the product is delivered, they sought to generate

an affinity with the backers with the expectation that they would show their

friends.

Nature of backing product users or norusers

The nature of backing was a concern for the participants. This was a further
aspect of the desire to get as many backers as possible as discussed above. A
particular concern was to extend the backing beyond their initial connections, be
that family and friends or user communities. Yet it was also important to obtain
backing of the product itself rather than donations. On completion of the
campaigns, most of the backers were not family and friends. Regarding the
numbers of people, excluding initial connections, who backed the projects, two

participants described this as follows:

8> @ DERXW D WKLUG RI WKH "EDFNHUV  DUH IDPL

37KHUH ZDV D ORW R, E®F ) HUAYBeRsELy \Weddnty
percent of the people” >&DUG*DPH @
The type of backing was as important for these participants, as getting as many
as possible. They suggested that those who donate are have a different value

to the product backers:

3> pe@ple that know me would randomly put hundred quid towards it just
because they know me and like me, or more in some cases, so that
really helped get the money in but not increase the number of backers. ”
[CardGame?Z2]

RuggedWear received an anonymous donation of £3,500 from a friend.

Without this donation, the RBCF would have failed to achieve the funding goal

and beingan 3$-0rOQRWKLQJ" FDPSDLJQ ZRXOG QRW KDYH EHI
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platform rules. Although she was grateful for the donation, she saw this as a

problem for the marketing of the product:

3> it v@s from a friend, but it was anonymous, | do know that it is her
now, EXW DW WKH WLPH DQG VKH GRHVQYW NQRZ W
sure what to do about that [..] we would have failed to achieve the target
and that would maybe be telling us that this is not the right market or
would it be tellingusthat I dLGQTW GR HQRXJK PDUNHWLQJ VI
whole point™ >5XJJHG:HDU @
ExtremeSport did not achieve the full RBCF funding goal, but he had signed up
IRU D 3itHH®O" FDPSDLJQ VR KH UHFHLYHG WKH SDUWLI
pledged by backers. Like CardGame2 and RuggedWear, his friends backed

the project but through buying merchandise:

{ got plenty of friends buying t'shirts~ >([WUHPH6SRUW @

As discussed in Theme 1 publicity was an aim for him. He felt this publicity aim
had been achieved within the sport community, which was a different group

from his friends:

3> R@O\ UHJUHW , KDYH JRW UHDOO\ LV WKDW LW C
{sport} community or outside the {sport} community and my group of

friends [..] it was very successful within the {sport} community | mean, |

think it probably reached ninety or probably pretty near a hundred

percent of {sportparticipants} inthe UK~ >([WUHPHG6SRUW@

He had tried to interest people outside of the existing sports community by
RITHULQJ 3SWDVWHU GD\V" EXW WKHUH KDG EHHQ PLQLP

3> | v@nted to do with it was to drum up a bit of additional publicity for
{sport} and that is why | was offering the taster days, [..] even though
those weren't particularly good for me financially from the crowdfunding
point of view [..] nobody took up the tandem ones and only one person
took up the taster day and that was a work colleague ™ >([WUHPHG6SRUW
So, despite his efforts, backing had come from within his existing user
community. The important consideration for these participants is that their
product gets promoted not only by them but getting them into the hands of new
XVHUV ZKRVH 3D lénlelen¢durdg@d@ MaKe recommendations of the

product to others.
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Another backing issue touched on by participants was obtaining backers early
in the campaign timeframe. This was another aspect of trying to influence both
the algorithms and gaining more recommendations. These two participants

were aware it that early backing played a role in their campaigns:

3KRZ WKH DOJRULWKPV > @ ZRUN WKDWYV KRZ \R
ORYH OLVWY > @ IDYRXUV \RX EHLQJ VXFFHVVIXO

3> to@hing on the whole funding in 24 hours versus not funding within
24 hours [..] | haven't reached the 100% within 24 hours [..] then you are
trying not to react, [..] you still have to come back and be relaxed and
excite people aboutit” >& DU G¥DPH

3>7Z GLGQRYIW YIHW TXLFNO\N DQG WKDW ZDV WKH ZK
> @ >5XJIJHG:HDU@

The participants were keen to extend backing beyond their existing networks

and gain backing from new sources, which they achieved to a certain extent.

Backing was either from sports or games user communities, with friends

backing merchandise up to about a third from family and friends. They

differentiated the value of money donated to achieve the RBCF funding goal

and the money provided by user backers. They had hoped the RBCF process

would afford them the rapid publicity they expected.

Comments on seeking resources from RBCF

The key findings on seeking resources from RBCF are that the money is only
part of the story. The participants were concerned to promote their products
and obtain engaged backers who are expected to be proactive advocates.
They valued user-backers over non-users. They expected the process to be

more rapidly self-generating of advocates.

4.3.2 Combining resources with RBCF

What became apparent from the findings was that a number of other resources
were being combined with the use of RBCF campaigns rather than through the
RBCF campaigns. This included outsourcing the production and the functional
support resources. Further the RBCF campaign was not a discrete source of
cashflow. Other sources were being utilised in conjunction with RBCF to

manage the entire process of venturing.
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Combining with outsourced production

Money from RBCF was being used for outsourcing the production of the stock,
not for other costs. Yet as seen from Theme 1 the aspiration was to change
from this method of production in the future:

{ will just outsource as much as | can, and then final assembly and
packaging done by me "[CycleAccessory]

Well I am hoping that if we can get the {CFplatform} funded that will pay
for the first productionrun”™ >5XJJHG:HDU @

are keeping the numbers small enough so we can self-assemble and
supply directy” >6 SRUW7HFK @

Several participants alluded to this initial outsourced production run of their
product as being expensive. RuggedWear explained that, in order to make this

product viable in the future, there were choices to make about outsourcing

production and the scale needed to make it profitable in the future:

{ found a factory in Portugal© >LW®IV MXVW WKH EORRG\ FRVW
NQRZ , GRQTW ZDQW WR JR WR &KLQD EXW LWV J
are making about £10 a pair from them and if we sell them in bulk to

businesses or stockists, we might make a fiver if we are lucky, so we will

have to sell an awful lot, so slightly nervous at the moment *

[RuggedWear]

CardGamel was concerned to get her orders to a level where the costs were

less expensive and so she would achieve a greater margin:

¥ knew | wanted it to grow bigger than that and | wanted to get my cost
point down [..] meeting new suppliers is the cost point that they are giving
me are actually phenomenal when you get to 5000, 10000 units [..] the
idea is not to just go for 1000 games but to go for 5000 games, it pushes
my cost price right down and what | am looking at is a future because
next year | am looking at putting a deal together with a distribution
company [..] then of course my margins they are up slightly when | do
that” >&DUG*DPH @

Not only was the production run expensive but for CardGame 2, to make the
RBCF offer attractive to as many backers as possible (as discussed above), the

price was being carefully considered, such as how to manage shipping costs:
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"[.] VKLSSLQJ SULFHV \RX QHHG WR PDNH VXUH WK
[..] you really want that shipping charge to be low or free if possible and
in general keep prices of everything as low as possible" [CardGame2]

CardGame?2 also indicated he was concerned about the quality produced:

3> G&@HDG WKH IDFW WKDW ,100 RUGHU D WKRXVDCQ
errors some kind of printing error, particularly because | am not a

professional graphic designer [..] why | might consider somebody more

local where | could go and visit their factory” >&DUG*DPH @

RuggedWear also had concerns about using outsourcing from an ethics

perspective but had also struggled to interact with them as the prototype had to

be remade a number of times:

] DSSDUHQWO\ LWV UHDOO\ FKHDS LQ &KLQD DQG
to do that because you can freally be sure how ethical the factory is

even if you visit it, they will spruce it up for you on the day that you go.

<RX GRQTW UHDO O\itinm k& warKdes\areHiRrng @&. | found a

factory in Portugal.[..] It has to come back and forward three times > @ °
[RuggedWear]

In contrast CycleAccessory, having previously worked within a similar industry,
so was embedded in his local network of producers. From this he could get the

production done locally and the perceived extra price was worth paying as long

as he can have a successful business:

3> so@cing everything in {UK county}, all the steel parts, all within a 30-

mile radius [..] | was keeping locally and right from the get go, that was

something | wanted to do, you know keep everything within {UK County}

if possible. [..] | could control it, if the supplier let me down, on quality,

WLPLQJ RU ZKDWHYHU R]Wwhéidassil GaQ § gupplienvear Q

LQ &KLQD DQG \RXTYH JRW WR EX\ HY[HEAIMKLQJ LQ
was useless what the heck to | do, [..] It may be | cut me nose off to spite

me face, EXW , GRQYW IHHO WKH QHHG WR @kdW , GF
huge profit, | just want to enjoy what | am doing and make a successful

business "[CycleAccessory]

These participants perceive that combining outsourcing with RBCF means they
can test the demand for the product in the market without having to commit to
internal set-up costs or on-going costs of manufacture themselves providing

them with flexibility. CycleAccessory also pointed out the trade-off between
producing the product himself and outsourcing it:
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3> so@etimes | think, should I really take it up, you know, ramp it up,

and get some funding, get some real capital behind us [..] but then you

have got to have a factory to keep it all in and you have got to have all

this, it can become a bit of a beast that needs feeding all the time [..]

would | be better just, you know, outsourcing all that kind of thing to

people who are doing it day in day out "[CycleAccessory]
CycleAccessory suggests committing to internal manufacturing would involve a
beast that needs feeding” VXJJHVWLQJ LQ WrknD VWeunowil QDULR U X C
facilities can become an unwelcome burden when demand for products is

unproven or can fluctuate.

The participants were arranging for their products to be produced by an external
supplier after the RBCF funds were in place. They anticipated a small
production run and the RBCF process meant the commitment to internalise
production could be deferred until after the market proof was obtained.

However, this involved trade-offs in volume, cost, quality control and ethics.

Combining with functionalresources

Participants were taking advantage of support from their existing networks; for

instance|Table 4-1{shows support sought from their close ties:
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Table 4-1 List of participants, supporter relationship and support provided

Participant Relationship Support
RuggedWear Spouse Finance director
Adult Children Online digital/SNS expertise
CycleAccessory | Adult Children Online digital/SNS expertise?!
SportTech Friend Patent attorney
Employee Marketing and digital
communications professional
3$JLOH 1HAW ZR | Research and crowdfunding
CardGame2 Friend Sales expert
Friend Online digital/SNS expertise??
Brother Accountant
CardGamel Friend/investor Entrepreneurial experience
Friend Spreadsheets and project
planning
ExtremeSport Friend Entrepreneurial experience
Former Manager Business Development
experience

Also they were all receiving a significant amount of personal emotional support

from their family and friends. Further, as they were taking advantage of various

institutional and industry sources to support various activities,

Table 4-2

the sources and what type of support was received:

shows

21E.g. assistancewLWK 30DLOFKLPS DQG *'35" >&\FOH$FFHVVRU\@
22 See Theme 1 sub-theme on personal motivations- creativity.

23(J

616 WHFKQLFDO VHWXS DQG FUHDWLQJ
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Table 4-2 List of participants, institutions and support provided

Participant Support from Support received

RuggedWear University Support programme | Marketing research
Local Government Agency Business development

ExtremeSport Local Government Agency Finance Advice and

Business transfer

CycleAccessory | Colleagues embedded in Markets, product and

industry pricing

Small business support agency | Network facilitation

CardGamel Online industry forums Industry and product
guidance

CardGame2 Online industry forums Industry and product
guidance

RuggedWear and CardGame2 were the two participants that had obtained a
small amount of functional support from people they had connected to through
their RBCF campaigns. RuggedWear was proactively asking for support,

whereas CardGame?2 received this by chance:

"[..] so she just gave me loadsol LGHDV WKDW VRPH WKDW ,1G
VRPH WKDW , KDGQTW DQG VKHfV MXVW UHDOO\ N
thoughts and emailing me, | have just had this thought, you could do this.

6R WKDW ZDV UHDOO\ JRRG DQG ', ithilgdt rHtbe/ \RX L
the right time but she can do eventually” [RuggedWear]

"[..] {an email fromapeer}', GRQYIYW KDYH DQ\ PRQH\ WR EDFN
but here is some useful links about doing a campaign that might be

helpfu’ DQG KHYG VHQW XV D O &halyRdry Gefd ks IRXQ
and a list of, he had included a list of like journalist type publications like

games news publications on the internet that might be worth getting in

touch with" [CardGame?2]

There was a range of views, on whether proactively seeking external support

was valuable to them, from being most valuable as:
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"{being saved from} wasting time" [RuggedWear]

to having a preference for self-reliance:

“[..] | do most of the things myself[..]" [ExtremeSport]

The participants spoke about the downsides of interacting with both existing
networks and new networks from RBCF campaigns. From existing networks,
relatives without expertise or experience might still offer emotional support (K.
S. Owens, Kirwan, Lounsbury, Levy, & Gibson, 2013), sometimes relatives
could be sceptical (e.g. CycleAccessory 1V 3 bil thsympathetic to the
entrepreneurial experience (e.g. CardGamel {V S D Y IAIQOWsYmMe, whilst
able to help in one valuable functional capacity (e.g. finance knowledge) would
not be capable of helping in another function (e.g. marketing or digital
knowledge). Some connections may be limited in their capacity to help, their

expertise limited by the context:

"although his {the investor} knowledge is relevant, and | do listen to him,
VRPHWLPHYV , GRQTW WKLQN LW DSSOLHV WR WKH |
any social media, he doesn't understand any of that social media stuff

and he hasn't ever built a game" [CardGamel]

Some institutional support was perceived to be limited:

> @ KHOSIXO EXW WKH\ FDQYW [Rughed/eaR X KRZ WR
and the unknown trade-off of spending money on support when this puts

pressure on the amount of funding needed:

\RXTYH JRW WR IDFWRU WKDW LQ > @ WKH QXPEH
[CycleAccessory]

or pressure on personal needs:

{ am not actually paying myselfyet” >&DUG*DPH @

In a more detailed story, RuggedWear had outsourced and paid for website
design but felt the work to be unsatisfactory. Yet with limited funds and now a

wariness of this kind of support, decided she had to rewrite it herself:

3 he website we ended up doing ourselves, so that was a bit of waste of
money, they did one but they were pushing to do it before we were ready
[..] they were pushing us to give them information so that they could bill
us and get rid of it a long time ago [..] so | have been having to
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completely redo it myself and then and so just have to learn how to do
that” >5XJIJHG:HDU @
A further downside from conducting the RBCF campaign was receiving
unsolicited emails or being 'spammed' by those offering marketing services for
RBCF campaigns. Several participants complained of this practice:

3> lagmch a campaign and then you will get ten messages through of
people trying to offer you marketing services [..] they all went into a spam
box* >&DUG*DPH @

3ZKHQ \RXfUH UXQQLQJ D FDPSDLJQ \RX ZLOO JHW
people offering to, you know they have got some magic formula that will
get you a hundred backersinaday” >&DUG*DPH @

dne of the drawbacks of running {RBCFplatform} campaign is you are a
target so you get constantly bombarded by people saying | can help you
with this, | can help you with the marketing on that, | have got so many
EDFNHUV DQG LI \RX OLVWHQ WR WKHP DOO" \RXTG
[CycleAccessory]
The participants all had skills in many technical areas but also lacked many
skills relevant to the needs of setting up a new venture (this is discussed further
in Theme 3). So, in many ways, seeking external resources was a critical
activity for them, yet RBCF was not the medium through which these resources
were being sought. The challenge for them is in finding and accessing
appropriate support that they find beneficial: at a cost they find acceptable.
Elements of technical and professional support was available from their family
and friends and they sought support from a range of institutional agencies and
other forums, although there were concerns about the applicability of advice to

the digital environment.

Combining with other Cashflow sources

As described previously, the money realised by all the participants through the
RBCF process was designated towards purchasing stock, and not towards any
other costs they incur. Through the interviews it became apparent that the
RBCF was not a discrete source of finance but one of several sources. The
participants were using a variety of other sources of finance to cope with their

on-going expenses whilst developing their venture. This included having living

Page 160 of 307



Chapter 4 Findings: Theme 2 Complementary Resourcing

expenses subsidised by others, using savings, generating income from other

products and services, competitions.

Both RuggedWear and CardGamel had their living expenses subsidised by
family:

3> no@ {spouse's} got a permanent job he has got money coming in so
thatcoversus> @  >5XJJHG:HDU@

3, SHUVRQDOO\ , VWLOO OLYH DW KRPH ZLWK P\ SD
the best financial route to starting a business and having, ldon fW KDYH WR
pay rent so it means | can spend more time putting more money into the
EXVLQHVY DQG JURZLQJ LW LQ WKDW ZD\ WKH\ GR
they do interms of living costs” >&DUG*DPH @

RuggedWear had savings accumulated from her previous business as a painter

and decorator and SportTech had deliberately set about accumulating savings

through the current business:

3> weaare just about debt free so; we have just finished paying our
mortgage off and we decided that £10,000 was what we had and what
we would invest > @  >5XJJHG:HDU@

fve have been able to grow in a more organic way and we have always
been very careful not to overstretch ourselves and we now have a war-
chest [..] and now we have got a target this year to have equivalent of six
months in the bank to puton theline > @  >6SRUW7HFK@
Both ExtremeSport and SportTech were generating on-going income from other
products and services and both CardGamel and CycleAccessory had begun

the process of developing multiple revenue streams:

the first couple of weeks into December we hit the best sellers list on
Amazon and | have sold 650 copies of the {previous} game ”
[CardGamel]

two years ago, we got asked if we could hire some of our equipment out
for a corporate event “[CycleAccessory]

We actually sell racking and we sold, we had a big order for {name}
Ferries who were trying to promote cycling to the Western Isles ”
[CycleAccessory]

Also, CardGame2 had sufficient income from contract work:
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y job that | have at the moment pays pretty decent [..] | am a
contractor, so | don't technically work for {multi-national company}, | just
kind of help them with their projects” >&DUG*DPH @

Two participants had entered competitions:

A semi-finalist for a £25,000 [..] funding competition” >&DUG*DPH @

the {Government Backed funding competition} projects, when you are in
a phase, you have a contract for that full phase, so you have eighteen
months or six months guaranteed ~ >6 SRUW7HFK @
Two participants were obtaining loans, although these were government backed

with special terms and an arrangement with the previous owner:

then I've got a {Government backed} loan that | am applying for
[CardGamel]

¥ have got two loans effectively | have got the loan to the current owner
and | have got the start-up loan {Government backed loan}, the loan to
the current owner is shorter terms its three years as opposed to five
years, it is also smaller value [..] {Government backed loan} £25,000 [..]
no arrangement fee there is no penalties to pay it back early
[ExtremeSport]

Only one participant had received investment:

3>, &@DG VRPHRQH FRPH DORQJ ZKRfV VRUW RI DQ
managed to put about £10-£11 grand intomy bank > @  >&DUG*DPH @
In the interviews | asked the participants about why they had not sought to use
other methods to finance the product. The participants explained that, with an
unproven concept and no market, it was too early in the process, too
speculative, there was no business entity that other financiers would find

acceptable:

%®*H KDYH DOzZD\V IHOW WKDW EDQNV DUH YHU\ WKt
ZKDW \RX DUH WU\LQJ WR DFKLHYH LWYfV MXVW GF
they get what you are trying to do. | have had advice from my ex-boss,

when we were at [nnovate2017Y ZKHUH KH VDLG aBRXNED QITW GF
SODQ ZLWK WKH EDQN \RX GRESWUIWYHFR@EXVLQHYV

3> @LGQTW ZDQW WR JHW L QWeRnvetieivpdaple UDIW W
would buy into it or not > [@yCleAccessory]

s, bP VRUW RI KRSLQJ WKDW VRPH GUDJRQ ZLOO F
LGHD > @ , ZRXOG ELWH WKHLU KDQG RIlI EXW \HV
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50% of your business you know, you juVW GRQYW NQRZ ZKDW WKH
WR DVN IRU GR \RX VR DQG EHFDXVH ZH KDYHQfW
is going to do that, so we have got to start selling before we can go to
GUDJRQVY DQG DQJHOV RU ZKDWHYHU WKH\ DUH FD
The notion of be L Q J 3 G H Edékcribed HY RuggedWear seemed to capture
some of the sentiment expressed by the other participants that there is a pride
LQ QRW EHLQJ pEXUGHQH G {ste\alSoH:ipwssed Qawkew tHat WL Q J O
LI D3GUDJRQ™ FDPH D ®irGhéir hakdffZRROGNVKH EXVLQHVV
knowledge they would bring. So, they were a desirable resource but not yet
perceived as accessible due to the early stage of the venture.

ExtremeSport said he needed lending to support the purchase of the business
from the former owner. His preference was to access the Government backed
start-up scheme and to negotiate a huyout foan from the current owner. Both
were at a lower cost than from commercial lending. Within the video

ExtremeSport says to backers that he would:

SUDWKHU JLYH GLVFRXQWV WR S[E&8WSPoWKDQ LQW
video]

and during the interview he expressed the view that it was more valuable to
have a pre-order which was:
SPDVVLYHO\ EHWWHU IRU WKH FDV EkeRESpgrlDQ D W
For CardGame2, although cashflow from his contracting was satisfactory, he
still expressed that the product was not worth financing through lending:
funtil} , DP VXUH WKDW LWV JKrQGa¢® PDNH UHWXU(

and clarified that once all the games were sold:

3LW ZLOO KDYH EHHQ D SURILWDEOH HQGHDYRXU
would be enough [..] , MXVW GRQ J9oing @ Rekihd of Wéble or if
LWV JRLQJ WR EH VRPHWKLQJ WKRWI\GIRRB JAOW R
He also expressed that a decision to get more funding would also depend on
the ease of selling the product, as currently it was about him and his girlfriend
significantly involved in promoting the product by dressing up:

3ZHDULQJ DQLPDO RQHVLH®IDRSONLIGIRIHEWWLQ.
[CardGame?Z2]
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As discussed in Theme 1, his preference was for achieving personal goals and

combining his hobby with venture development, not simply seeking a financial

return but also looking for an activity that was both challenging and enjoyable.

6R IRU KLP ZKDW ZDV *HQRXJK" ZDV D FRPELQDWLRQ F

affective.

RBCF was not the only source of cashflow. In all cases, the RBCF money is

being deployed as part of a simultaneous mix of income, savings, non-

commercial loans, investor and subsidy sources. Commercial lending was

being avoided as unsuitable due to the perception that the banks have poor
FRPSUHKHQVLRQ RI LQQRYDWLRQ RU SDUWLFLSDQWV Y

Comments on combining resources with RBCF

The key findings on combining resources with RBCF are that RBCF is not used
as a standalone resource but is used in combination with outsourced
production, functional resources from existing networks and other sources of

cashflow.

4.3.3 Summary of Theme 2 complementary resources

This Theme has presented the findings related to the resources being sought by
the participants. The extensive findings show that RBCF is used by the
participants to obtain added-value resources and used simultaneously with
other resources in combination and which are complementary in usage. RBCF
is both a source of money and marketing. The participants seek publicity
through RBCF to obtain committed and engaged backers of pre-orders who
provide money in advance of production. They value user-backers over non-
XVHUV IRU WKH 3JROG GXVW" RI SRWHQWLDO IXWXUH S
combine the RBCF process with outsourcing production to switch the sequence
of marketing and production and avoid committing to investment in internal
production before obtaining proof of concept. Functional resources are
obtained not from RBCF but predominately from their family, friends, and
colleagues, and from institutions and topic forums. Cashflow and subsidies are
obtained from multiple sources simultaneous to RBCF, with the RBCF money
assigned to initial production. Together, these resources are complementary in
the way they are being used. This aspect is discussed further in Chapter 5.
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4.4 Theme 3 Practice of Entrepreneuring

Figure 4-4 Theme 3 Practice of Entrepreneuring

Source: Devised by the author and inspired by the hermeneutic circle

The interviews and online practices were analysed to understand the
participants fapproach to forming relationships in the context of accessing
resources through RCBF campaigns. What is revealed in this data is that they
are endeavouring to practice entrepreneuring (Steyaert, 2007), although
entrepreneur is a phrase only one participant utilised. Their strategies are
portrayed as lacking in knowledge and having to be creative and proactive in
attempts to overcome limitations. Yet, also the practice entwines digital and

offline activities.

RBCF was integrated into DO O WKH S Déhiwe Erésidh Qtkatsofes, as
CardGamel put it:

3> caf@paigns for me are not really about just funding they are, they are
about the wider strategy of building the business and putting my games
outthere” >&DUG*DPH @

RBCF was not talked about in terms of a separate activity but as one element of

the enactment of the venture, with little distinction between the experiences of
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starting the business or running a RBCF campaign. Nevertheless, participants
described their experiences as an emotional rollercoaster due to learning to
cope with ambiguous challenges and adapting to situations. The perception of
these participants was that to enact a RBCF campaign involves commitment to
preparation and a focus on developing both digital and face-to-face connections
for a range of resources and the process becomes an intense learning
experience. In describing a discussion with another person interested in doing
RBCF, CardGamel said that that a person would not really understand the

experience:

“[..J{until you} go on that button and you click, launch a campaign or start
a project [..]" [CardGamel]

4.4.1 Enacting connections and relationships

As discussed in earlier themes, the participants had a range of motives for

using RBCF. One motive was to increase the number of backers yet integral to

the seeking and promoting process they were also seeking relevant support

resources. They were mostly able to use SNS from a technical perspective, but

their engagement online was limited. Much of the RBCF literature focuses

exclusively on the digital environment; however, the participants used both

digital and face-to-face processes to form new ties. A paradox was that when

they spoke of forming ties the language gave no clue as to the medium through

which that interaction occurred. Further, WKH\ VSRNH RI GLJLWDO plUL]
face-to-face medium would likely be categRULVHG DV uDFTXDLQWDOQFH\
WKHUHIRUH WUHDWHG DV pZHDN WLHVY LQ UHVHDUFK

Social media technical versus engagement practices

The participants used SNS to promote their RBCF campaigns; yet, whilst the
technical set up is mostly managed, the engagement with the audience to enact
the campaign is limited in scope. The preparation for enacting the RBCF
campaigns included creating videos and utilising SNS platforms. This activity
took time and application of effort. Many of the participants chose to do
preparation for the RBCF campaign themselves. Reviews of the platform usage
reveals a dissonance between expectations discussed in Theme 2 marketing

and enactment of the campaign.
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For instance, CardGame2 describes doing all the graphics, getting reviews and

creating the video himself:

for a large part it was me [..] making my little infographics to make things
clear, researching how best to do things, sending the games out to
reviewers, getting them on board with the game, making a video as well
> @ >&DUG*DPH @
The video production was straight forward for some participants. The reason
was availability of existing resources, as they had material to hand and skills in

the use of technology.
For SportTech, creating videos was part of their creative and high-tech process:

3ZH KDYH GRQH D WHDVHU YLGHR ZKLFK ZH VHW X
We have also had a set of postcards made that have augmented reality
on them as well, so you can view them from your phone and it launches
WKH YLJ$pertPechi@ -
Similarly, for CardGamel, who was a 3D modeller by training, creating
graphics, designing, and editing a video was part of her skill set. The video

included herself and graphics of the game:

3> | h@ve done all the illustrations, | have done all the instructions on the
page, | have done the set up, | have made the video and | have put the
reward tiersin > @  >&DUG*DPH @
When taking part in the sport for many years as a participant, ExtremeSport
used current video technology to record the activity, which he then used in the

campaign video. He felt he had the skills to produce the video himself:

3> @ "YLGHR dnThX {spdetIKif),\8b'| have got hours of {sports}
footage > [ExtremeSport]
For other participants the video preparation was a lengthy undertaking as they
included others in the filming, so had to organise their involvement, getting their
agreement to be involved. Also, they had to learn video editing software or

outsource and pay for the service. For CardGame?2 this presented:

that was possibly one of the biggest sort of challenges [..Jwas not
something that I did naturally either” >&DUG*DPH @
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CardGame2 organised and filmed several sessions where groups demonstrated
playing the game, to illustrate the value of the game. He then self-taught
himself to use video editing software.

In contrast, RuggedWear outsourced and paid for photos and video recording
and editing, but also spent time in involving others being filmed, as a

demonstration of the product use and to illustrate the value of the product:

just ran around trying to get video footage of women doing jobs that had
been wearing *"SUR G XFW dWesb|X JJH
As part of preparation, CycleAccessory had previously been experimenting with
creating videos for SNS WR JDXJH DXGLHQMFH H HBMWDL R@RWX W X EH
F KD Q Q HOH®Had started by videoing the making of another product idea
frying to train myself~ L Q XSNSQ He conceived of and created the content,
which included himself and an endorser but had outsourced and paid for
production of the RBCF video.

So most of these patrticipants felt they either had the skills to create the videos

or were putting effort into learning the technical skills themselves. In Theme 2,

Sub-section(4.3.2|combining resources, several participants pointed out the

trade-off between self-reliance and outsourcing. RuggedWear had experienced
paying for unsatisfactory service, CardGamel was concern of the trade-off
between paying herself and paying others, and CycleAccessory pointed out that
factoring in the extra cost of services would mean putting undue financial
pressure on the RBCF campaign. The participants have chosen self-reliance in

this situation.

Despite the espoused desire to connect to potential customers and increase the
volume of user engagement (as discussed in Theme 2 Sub-theme on marketing
resources), the participants were relatively limited in their use of SNS. The use
of SNS was discussed in the interviews and subsequently the online platform
activity reviewed to understand how this was enacted. All participants were
using a variety of SNS to varying degrees, yet their personal activity varied

considerably:

SportTech cancelled the campaign at the last minute due to receiving advice

that their product price was likely too expensive for RBCF campaign success.
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He had been an extensive user of several platforms, making use of them
extensively when at exhibitions. He had planned to put a lot of capacity into
SNS activity:

tve will have to dedicate at least one person full time to just do the social
media activities and engaging with people and making sure that the tribe
is feeling loved. “[SportTech]
ExtremeSport had not implemented any pre-campaign promotion. The reason
he gave for this was he had only obtained access to the business SNS
accounts directly before starting the RBCF campaign. He had not promoted the
RBCF on his personal SNS. However, through his personal SNS, he had been

interactive with the sports community as a leisure user for several years.

CycleAccessory managed various SNS accounts for several years. He had

found it useful to learn about events, the organisers and names of people 3L Q W KH

N Q Rahd connecting with people in the industry. His concern was his struggle

WR JHW HQJDJHPHQW KHQFH WKH FUHDWLRQ RI D p<RX
above). These videos had been promoted on SNS in an attempt to engage with

people who had aligned interests.

RuggedWear used SNS for about seven months to promote the product. She
had used it to send a market research survey prior to the RBCF campaign and
to find other people with aligned interests. For instance, she spent time pre-
campaign proactively finding people she felt could be valuable to connect to
with the aim of both learning from and promoting her product.

CardGamel stated she was an extensive and long-term user of SNS platforms
using them to both promote her work, learn, connect and engage with people

with aligned interests:

3> cr@@ting all the graphics and posting them all every day and talking to
people, who are constantly on different social media platforms ~
[CardGamel]
CardGame?2 was the only participant who had started to use SNS simply
because he was carrying out a RBCF campaign. He explained that he disliked
SNS, itbeing 3 TXLWH D OL H®yeVRreRllding that RBCFis 3LV HVVHQWLD
VRFLDO PHG,had spehLtifre @ostly promoting the game for about six

months. He had concerns about obtaining SNS engagement:

Page 169 of 307



Chapter 4 Findings: Theme 3 Practice of Entrepreneuring

it just seems like an impossible task to be looking at some other people

being designers and like, oh wow, they have got a thousand followers,

how on earth do you get a thousand followers©~ >&DUG*DPH @
The participants fSNS platforms were reviewed to establish the publicly
available activity that was taking place. All participants used at least one SNS
platform, and the SNS posts they made immediately prior and during the RBCF
campaigns were mostly fewer than three per day. Engagement through SNS
performing information-sharing (Fischer & Reuber, 2014, p. 579), was also
limited to less than eight for all of the participants. Those who shared multiple
videos posted in various formats reached higher audiences, in a couple of
cases reaching two to three thousand views. The majority of SNS engagement
from backers and the crowd was in the form of compliments and any actual
virtual dialogue from potential backers was rare and related to clarifying product

features.

Comments posted by the participants on SNS during the campaigns included a
mix of personal, industry related and campaign related material. Their
comments specifically relating to the campaigns were mostly referring to the
existence of the campaign with a link to the RBCF website. They also made
comments about the numbers of backers so far and the number of days to go
before the campaign ended and expressing appreciation for those who were

information sharing and backing.
For example, SNS messages eliciting backing:

f@{contact} lovely to meet you at #pdshow2017 and listening to me rattle
on about my #{product} #WorkwearForWomen. Hope you can support
me on my Kickstarter for all your female decorating customers by telling
them aboutme! *ZHE OLQN "~ >5-Xwittd|G:HD U

3HYYH KDG D IDQWDVWLF |ILU\RBCE platftfrd}V SRQVH WR
campaign. Thanks to everyone for their support so far #cycling #project
NZHE O[CyglIBAccessory-Twitter]

37TKH FRXQWGRZQ WR RXU FURZGIXQGLQJ FDPSDLJ(
launch on @{RBCF platform}. Sign up to stay updated and receive your
earlybird discount on #{product}, sign up here: {web link} #swimmer

VZLPPLQJ 7ULDWKORQ WULDWKOHWH ,URQODQ .
[SportTech-Twitter]
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The participants fideo and SNS practices are mostly described from the
perspective of technical management and they are mostly self-reliant in
developing the skills. The messages they put onto SNS are mainly conveying

information rather than engaging in dialogue.

Enacting digital and faceto-face domains

All participants were engaged in both online and offline activities, combining
them to achieve the aim of promoting the product and themselves as business
people. Many were attending industry fairs, expositions, Christmas markets
and doing other offline promotional activities, such as radio interviews and press

releases, in the run up to the campaign and during the campaign:

"l am also doing another games fair in March which conveniently
happens just before the project finishes, this means we will be there for
two days with maybe four or five thousand people and we will be able to
directly get them to back the game" [CardGame?2]

CycleAccessory organised their own local event to promote the RBCF

campaign using both offline and on SNS:

"[..] we put a little gazebo up and made it an event and then we put that

on Twitter and Facebook [..] invite a load of people and basically sell to

WKHP LI ZH GRQYW VHOO WKH SURGXFW ZH VHOO
CardGame?2 and RuggedWear used industry shows to blend both offline
physical promotions, online SNS promotions with generation of content for

promotion:

SVKRZ LQ &RYHQWU\ VR , KDYH SXW RQ WZLWWHU
, KDYH JRW D WRS ZLWK WKH ORJR RQ" >5XJJHG:HL

SLI \RX JR WR D VKRZ > @ WKHQ \RX KDYH ORDGYV |
youcanposW WKDW RQ WKH VRFLDO PHGLD DQG LW JL’
[CardGame2]

CycleAccessory also expressed that it was important to use SNS to establish

legitimacy of self:
" the biggest help without spending money would be to grow your social

media first and do it in a way that you are not trying to sell in your social
PHGLD MXVW WU\LQJ WR PDNH SHRSOH DZDUH RI Z
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SHUVRQ WK DWS$\n [G Rihat@Jderdald@osen field"

[CycleAccessory]
Two patrticipants had encountered the online nature of RBCF as a barrier to
initiating support. [ExtremeSport] was provided with connections to some high
monetary backers by a person that avoided online activity. This person had
heard about the RBCF campaign by word-of-mouth from mutual friends and
being a trainer within the industry, had existing contacts to other people who
were training in the sport and, therefore, requiring new equipment.
[RuggedWear] had received feedback from people who had attempted to use
the RBCF platform but had failed to make it work for them and so had not

backed the campaign:

SQHDUO\ HYHU\ERG\ WKDW GLG EDFN PH LW ZDV ILI
backers [..] no-one understood {RBCF platform}, it was literally, it was
KDUGO\ DQ\ERG\ ZKRT1G EDFNHG PHdsomébfidy SUHYLR
HOVH RQ "5%&) SODWIRUP" VR WKH\ GLGQTW XQGF
WR XVH WKH "5%&) SODWIRUP DQG GLGQTW XQGH!
wanted to buy a pair of trousers and a pocket but they got confused and
gave up, so | thinkinshoptHUPV WKHUH ZHUH D ORW RI DED
[RuggedWear]

So, if the targeted audience avoids or struggles with the technology then they

can influence on the progress of the RBCF campaign.

Participants felt using SNS to grow a community was an important activity. Yet
they engaged in extensive offline promotion activity. However, both online and
offline domains were used in a two-way flow of promotional information. Some
of their audience either avoided or struggled to engage with the online

environment.

Forming relationships based on mutual interest

As discussed in Theme 2, Section|4.3.1] the participants were aiming to extend

their communities, particularly with those that would become users of their
products. During the interviews, they described their strategies for building their

communities in both digital and offline domains.

CardGamel was attending shows to gain access to retail buyers and also using
digital means to interact with both the retailers and what she referred to as her
SDXGLHQFH’
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{ just picked up my fifth retailer in February and hopefully I will pick up
two more maybe international buyers because of the shows that | have
just done [..] I am talking to my audience and, you know, having that
warm vibe with them, | also need to be on my emails and talking to my
retailers and making sure they need new copies” >&DUG*DPH @

The product was important for CardGamel, in mediating the relationship with
the audience:

the biggest thing that has come from my audience is that once people
play it or they meet me they become like super fans, so | have had
people who absolutely adore the game who then, they share every single
post of mine or they write their own reviews and they are getting their
friendstoplayit” >&DUG*DPH @

Yet, also CardGamel had developed several online peer groups that supported

HDFK RWKHUfV HITRUWYV W R d3taiedtaiVad awekud,LU JDPHYV DC

interaction on her SNS had increased:

there has been 5 of us on Twitter and we have all been running card

games at the same time, 4 of us in England and 1 in America and we

have a little group on Twitter or a chat on Twitera QG ZHJUH \RX NQRZ
person is making all these graphics and saying he is sharing all these,

ZHYUH DOO IXQGHG RQ WKLV VLGH DQG ZH MXVW Q
WKHQ ZH DUH VKDULQJ RXW SRVWY DQG ZHYUH LQ\
other "[CardGamel]

{ did a live stream with America and we played {product} with webcams
and everything and there is a fantastic community [..] LWV RQ D VHUYHI
called Discord?* which is a gamers platform [..] on Discord is just
fantastic everyone is so very supportive of each other” >&DUG*DPH @
So, for CardGamel building these relationships involved interacting at shows
and SNS DFWLYLW\ 6KH WDONV RI KDYLQJ D 3ZDUP YLEH’
willingness to promote her product even though they had not met her face-to-

face.

CycleAccessory spoke about developing his relationships through social

dialogue at events:

24 Discord is a Voice Over Internet Protocol Application (VOIP)
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SVRFLDOLVH LQ EHWZHHQ WKH UDFLQJ RU LQ WKH
finished, you know, we stand around and chat and talk bikes and talk
busines V [CycleAccessory]

CycleAccessory explained that the people he had developed relationships with

were valuable for their position within the industry and so for his marketing

strategy:

SVKDNHUVY DQG PRYHUV LQ WKH LQGXVWU\ \RX NQI
weight in the industry [..] | know them personally now, just by going to
events, by being there and talking to them and getting out and meeting,
which has actually been the only marketing strategy | have had, [..] rather
than hoping by advertising in a magazine or whatever that it is suddenly,
PDJLFDOO\ JRLQJ WR KDSSHQ > @ LWV DOO EHHQC
\RX NQRZ RQ DQ DOPRYCKleAdddss@d EDV LV’

Although CycleAccessory had developed relationships within the industry, he

also felt that the effort may not necessarily be beneficial:

3<RX PDNH QHZ FRQWDFWY DOO WKH WLPH DQG \R>
rest of it and then sometimes you get, oh | can help you here and | can
KHOS \RX WKHUH DQG LW GRHVQTW FRPH1&R DQ\W
new contact is a bit difficult sometimes cos as | say people do promise
WKLQJV DQG GREZEMtce&SsbgL YHU”’
So effort in building a community is made by CycleAccessory without knowing
whether any benefit will emerge. Although his approach to building
relationships seems arbitrary, he is focussed on developing personal
UHODWLR Q yheveS dnddhskéts® ZLWKLQ WKH LQGXVWU\ DV G
Theme 2 on combining functional resources, through which he had obtained
advice on pricing and marketing that he valued. Further, the relationships are

based on mutual interest in the industry.

On the launch of the RBCF campaign, (( WUHPHG6SRUWfV VWUDWHJ\ LQ
press releases and to engage through SNS. He utilised various special interest

groups on SNS promoting the campaign and engaging in digital dialogue:

there is a lot of long threads of comments on all of those shares now,
some people asking queries ~ >([WUHPH6SRUW@

Part of his stated aim was to get more interest in the sport from those not

already taking part and yet had not achieved that aim. At the end of the
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campaign, his perception of engagement was that most of the sport community

in the UK and many in the worldwide community had been reached:

3A<RX ZRXOG  MWQEDOMSRRWY SDUWLFLSDQW'  ZK
WDNHQ RYHU > @  >([WUHPHB6SRUW®@

Although he felt the campaign had been promoted by his friends:

friends shared it on Facebook quite convincingly “[ExtremeSport]

The only backing he received beyond the initial user community was for
merchandise from existing family and friends, suggesting that, whilst he
believes in the effect of influence of friends doing promotion, the effect is
limited. So, again there are mostly efforts to build up a community through

dialogue centred on interest in the product.

RuggedWear also proactively searched for special interest groups on SNS,

requested to join the groups and engaged in digital conversations with group

members. One group in particular became animated about the name of the
5XJJHG:HDUYfV SURGXFW DQG VXEVHTXHQWO\ JDYH SUF

S)DFHERRN JURXSVY DUH UHDOO\ JRRG > @ RQH IR
had seen me on #ThisNorthernGirlCan {and made online
recommendation} [..] | am used to talking to electricians and decorators
and now | am talking to archaeologists.[..] {the admin of group said} right
we have discussed the name, can we just get on with the discussion.]..]
so then everybody was like yes, yes, can you do this, can you do that [..]
"[RuggedWear]
RuggedWear also proactively searched for potential valuable connections using
SNS. For instance, she was trying to connect with a woman who was regularly

making SNS posts about painting and interior design industry:

3> o@heuests things for people, ldonfW NQRZ ZKDW \RX FDOO W
influencer or something” >5XJJHG:HDU @

After a time of sharing SNS posts, they had arranged to meet face-to-face at an
industry show. So, although she found SNS useful for developing her contacts,

she also observed it has limitations:

§ou think social media is going to be the answer to all your problems but
LWV LW RQO\ GRHV D FHUWBXIQNBEG RN GRHVQT
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Further, she pointed outthat, HYHQ WKRXJK VKH KDG WULHG WR VF
with interested groups, she felt they were not all enthusiastic:

SLW ZzDV DOO DERXW VHWWLQJ XS WKH QHWZRUNYV
DQG WU\LQJ WR JHW WKHP RQ ERDUG ZLWK ZKDW 7
KRZ VXFFHVVIXO ZH KDYH EHHQ RQ WKDW D ORW R
meanG WKH RQHV WKDW GLG ZHUH UHDOO\ HIFLWHG
HYHU\ERG\ LV H[FLWHG DERXW LW’  >5XJJHG:HDU@

Therefore, those with a special interest in the product may or may not follow up

the connection, but where connections are made, they can begin online and

develop simultaneously online and offline. But again, the common factor in

developing the relationship is that they have a shared interest relating to the

product.

In contrast, CardGame2 was not as proactive, but had been approached by

what became a valuable connection at a show:

{ also met someone at a games fair, at the first games fair | did and he
runs a big channel called coaching for geeks and he kind of does like
sort of personal development sessions sort of directed towards geeky
people, he did an interview, podcast thing with me which he put on his
channel and he also gave me some advice as to how to build up some
sort of practical little tips for building up your followers as well [..] he just
found us at our stall [..] he gave us his business card [..] | have done
another interview thing with him more recently and he is going to post it
outon hischannels” >&DUG*DPH @

So, for CardGame2 this connection, began offline and developed into an online
relationship, yet was centred around an overlapping interest in teaching and

learning to promote the product. Whilst SNS was important to the process, for

CardGame?2 it was also about the engaging in many different online domains:

" [..] you have got to have lots of friends on Facebook, lots of people on
Twitter, lots of people on Instagram and also be engaging in all the
forums and all that kind of thing" [CardGame?Z2]
ExtremeSport and CycleAccessory had described spending years personally
engaging with their user communities, so building not only friends but

acquaintances and used these to enact the RBCF campaigns.
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The participants used both online and offline strategies to extend their
communities. There was a focus on developing the relationships around the

common interests such as sports.

Paradox of 'friends' and 'acquaintances'

The participants made use of their existing networks both online and offline to

promote the campaign. They referred to friends often in terms of people that

were close to them, and as shown earlier (see Theme 2,/4.3.2|Combining with

functional resources), some of these were people who were providing expert or
experienced knowledge resources, in particular ways that sometimes the value
may be reduced in certain contexts, such as offline versus online
entrepreneurship knowledge. Yet during the interviews, the term ‘friend’
sometimes meant people they had only connected with on SNS, so more of an

acquaintance than what might be perceived when discussing friendship:

SPRVW RI WKH SHRSOH ZKR KDYH EDFNHG PH DUH Y
me because they have met me at a show or something or its one relation

away from someone | have PHW EHFDXVH WKH\ KDYH WROG \
[CardGamel]

SPDNLQJ WKHVH DOPRVW IULHQGVKLSV ZLWK SHRS
FRPPRQDOLW\ ZLWK”" >5XJJHG:HDU @

"[..]. you actually end up sending messages or otherwise getting the
attention of people that you have in your Facebook friends that you have
possibly not really spoken to for years and years [..] people that | have
only met once so they are still not really friends but they are people that |
did add to Facebook yes so, | think these days this is very common, for
everyone | know has a lot of friends in their Facebook group, in their
Facebook list that they are not really friends they are just almost
acquaintances or people that you add there are a lot of people, that
\RXTYH SRVVLEO\ QRW HYHQ VSRNHQ WR LWV MXVYV
days, you know, people add people you know, they do that very easily
really" [CardGame2]

CardGame?2 also talked about contacting all his old school friends who he had

noW FRQWDFWHG IRU PDQ\ \HDUV WKXV FRXOG EH GHVI
were connected via SNS, thus were seen by the participants as being easy to

contact and energise into SOLNLQJ" 3VKDULQJ DQG EDFNLQJ
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For these participants, there were both 'latent’ connections that they perceive
could be encouraged to supporting the campaign, as well as new connections
met fleetingly at industry shows and other events, who were described as

‘almost friends'. Connections with both could be facilitated and maintained by

digital means.

,Q FRQWUDVW &\FOH$FFHVVRU\ GHVFU Ldd€ss &dHD WL Q.
shakers” LQ WKH LQGXVWU\ 20H LQ SDUWLFXODU ZKR Z
bicycle company, that he described as having an initial, long, face-to-face

conversation with at a show. He describes this connection as follows:

®veryone in the cycling business knows "FRQQHFW L Ra@dihé QDPH "
knows pretty much everybody that is worth knowing, super guy, super
friendly and helpful "[CycleAccessory]

Subsequently, CycleAccessory describes the first meeting and he maintained

the contact through connecting on SNS and meetings at other events:

SAILUVW PHHWL &H,R I FIDRQQWDKMNMI GOH \RXUhSE RG XFW
LVQITW HQRXJK SURILW LQ LW IRU PH EXW LI, FDQ
a call and he give me his card, and from that day on we have become
IULHQGV ™ >&\FOH$FFHVVRU\@

CycleAccessory further described consulting this person at various times, as he

KD G E H Fe&RoR bf @mentor” $JDLQ OLNH WKH RWKHU SDUWLF

mutual interest in the specific industry, but here there was an opportunity to

initially interact more extensively and face-to-face. Notably here, unlike the

other participants, the relationship develops quickly into a supportive one, rather

WKDQ EHLQJ ODWHQW 3/ULHQGV " RU IOHHWLQJ LQWHUL

For these participants, there were both 'latent’ connections that they perceive
could be encouraged to supporting the campaign, as well as new connections
met fleetingly at industry shows and other events, who were described as
‘almost friends' the nature of the relationship giving rise to a paradox.

Connections with both could be facilitated and maintained by digital means.

Comments o enacting relationships

Whilst the participants felt SNS was important to grow the community, they
used both online and offline activities to promote the products, yet used online
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less to engage in dialogue. The strategy to create relationships was based on
common interests. Both latent and new connections were used to promote, yet

there was paradox in conveying the nature of the relationship.

4.4.2 Experiential coping, adapting and learning

With limited sources of expertise to draw from in their context, learning from the
everyday experiences occurs and the participants described situations and
ways they dealt with them. For the participants this was about uncertainty, the
unexpected, the extent of the challenge and managing through being creative

and do as well as they can, given this situation:

"we do our best stumbling around in the dark." [CycleAccessory]

3\RX OHDUQ DOO WKH OLWWOH ELWY DQG SLHFHV F
and you learn how difficultitistodo” >&DUG*DPH @

¥ need somebody to tell me that | am doing the right thing cos | am just
making itupaslgoalongreally = >5XJJHG:HDU @
For these participants, whilst faced with uncertainty, unexpected challenges and
constrained resources, they continue with their actions regardless of these
conditions. The participants felt challenged to cope with the timing and
sequencing of activities. They felt particularly challenged to carry out the
activity of selling. Yet, despite these challenges they described how they were
tackling the challenges through proactive learning. These descriptions suggest
the participants feel they are not yet experienced enough to identify as being in
DQ PHVWDEOLVKHGY EXVLQHVV EXW KdpparenthWWDUWHG W

lacking in knowledge of how to achieve that.

Timing and sequence of activities

The timing of the whole process of RBCF and simultaneous activities was
challenging for the participants. For example, organising the production of
prototypes for RuggedWear had hit problems and so had delayed the start of
the RBCF campaign from the summer to just before Christmas. This did not
help the campaign as she realised many potential backers would be

discouraged:
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"[..] not rich so they are not going to spend money on themselves just
before Christmas.[..] but | knew that" [RuggedWear]
Also CardGame?2 felt the ideal time would have been the run up to Christmas,
but some work obtained from attending a fair had delayed the RBCF campaign
to beyond Christmas. He described the intention of waiting until the following
Christmas. However another similar product appeared on RBCF, which was
not successful but made CardGame2 feel the opportunity may pass to another

competitor:

"[..] so, that really put pressure on me" [CardGame2]

So, he felt he had to change the timing of the campaign to February instead, so

as not to miss the perceived window of opportunity.

ExtremeSport tied the RBCF campaign with the transfer in ownership of the

business, making several press releases promoting both the transfer and the

5%&) FDPSDLJQ + BIZBR NWKRl EDPSDLJQ SUHSDUDWLRC
between gaining access to the business and starting the RBCF campaign,

suggesting that it was important for the timing to the make the most of the

newsworthy publicity. Again, there is a perception of there being a window of

opportunity that could be missed.

CycleAccessory had a combination of other work to manage and felt that
holidays periods were not good for RBCF campaign success, so chose to run

the campaign when his capacity allowed:

3G KHDUG EDG UHSRUWY DERXW WU\LQJ WR ODXQ
period [..] {need to} have time for a run up to the {RBCF platform}

campaign so we knew we were going to get busy into May and June so

we kind of aimed for April when we could actually man it

[CycleAccessory]

CardGamel wanted to gain from the publicity at an event after the RBCF

campaign so felt under pressure to make that happen:

{ also realise | am running against the clock because | want to release
my card game in May and the amount of time it takes to create the game,
so | needed to release the campaign in February [..] then | can also
promote it at the UK Games Expo~ >&DUG*DPH
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The choice in when to carry out the campaign is challenging due to uncertainty.
They take action despite perceived windows of opportunity and feel combined

pressure from the external environment and co-ordination of their activities.

Challenging salesdivities

The participants particularly expressed frustration on learning of how much

effort they felt it takes to sell:

. WU\LQJ WR EXLOG XS D WULEH RI IROORZHUV WEk
is build a tribe of women who were behind me, which | did to a certain
extent just not enough [..]" [RuggedWear]

"{at an industry exhibition} | will try and go up to every woman that is

there and say, did you know,][..] then go into a corner and take a big deep
EUHDWK , GRQYW OLNH WKLVGRIUW N QRR P EHNFHRW
[RuggedWear]

Also, selling can be a frustrating process when selling face-to-face to individuals

works, yet is time intensive, and what you feel is needed is to be able to sell

online to many people which is less time intensive:

"[..] so when I am in front of someone [..] they like my personality [..]
more likely to go and back me because they had a really nice experience
{compared to} [.. ] most amount of people behind it, in the shortest space
of time" [CardGamel]

When asked how they felt about the RBCF campaign process, 5XJJHG:HDU YV

reaction was initially very emotional but as she spoke she reflected on the value

gained in the process:

"Rubbish! | thought it has not worked, but LWV EHHQ D ZDVWH RI W
not a waste of effort because it was a really good process of doing all
that marketing, in hindsight.” [RuggedWear]

CardGame2 expressed both the challenge of being pushed to do activities that

are outside the comfort zone with little alternatives:

“[..]all that salesy stull WKDWfV DOO QHZ VWXII IRU PH DQC
naturally comfortable with [..] there is the sort of the uncomfortable factor

WKDW \RXYfUH NLQG RI DVNLQJ D ORW RI SHRSOH \I
going on about something which goes against my natural instincts to

keep, you know, talking about and keep trying to push my game ~

[CardGame2]
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"[..] leverage any type of social media connection[..] , GRQTW WKLQN Wtk
DQ\ VKRUW FXW DURXQG WKDW WKDW LV WKH WK
of the whole thing really particularly ifyou GRQIW UHDOO\ OLNH VRF
[CardGame?2]

The participants did not directly refer to the hours spent on the campaign but

used emotive language to describe the process. CardGame2 described it as

intense”~ D Q GUIR O 6R DaniCatdGamel described needing a break

faken a little bit of a break because | need to sort of readjust . RuggedWear

VHHPHG TXLWH FRQIOLFWH @ wastevoFtuneE.[ IIn& % &) DV 3

waste of effort” DQLRX O G QTW U HF & RoAe@rounMef pre-campaign

marketing needed to get early backers (see Theme 2, Sub-theme seeking

resources).

The participants feel challenged by the sales process, yet persisted to meet this

challenge.

Becoming sufficiently business literate

During the interviews, despite the expressed frustrations, there was also much
discussion of proactive learning about business topics. The participants
describe being very proactive self-learners of skills they perceive they need for

their ventures:

{ need to start paying for those adverts on Facebook and pushing it out,
but I have only just figured out how to do that on Friday, that will be next
ZHHNYV ZRXNJHG:HDU @

{ do it {promotion} all myself and that is where | am going wrong [..] to
WDNH LW WR WKH QH[W OHYHO WKDW¢YV ZK\ , DP J
marketing next week to see if it is something | could learn or whether it
would be better to just, you know, employ maybe a freelancer marketer
WR WR GR LW SURSHUaydleB@e3s@BR LW MXVWLFH’
So, there is reflection on whether outsourcing a function is better than trying to
persist in self-learning, but more understanding of the process is felt to be

needed before that choice can be made.

Several participants acquired tacit knowledge of both business practices, selling
and how to use RBCF through vicarious learning by observing other sales

people and other RBCF campaigns and reflecting on these examples:
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" [..] {at a course} this woman was saying, we are five years into our
business [..] and we have just got a very reactive approach to our
exporting ¥and | am thinking, | am only one year in and | am trying not to
have a reactive approach" [CardGamel]

"[..] I looked at a company called {company name} and they were just so
successful very quickly [..] look like they know what they are doing, they
must have really thoroughly planned it beforehand" [RuggedWear]

" [..] another friend as well who is naturally amazing at selling things, so

he has given me inspiration and sort of shown me, well | have just

watched him selling things, watched him selling my game and just try

DQG FRS\ HIDFWO\ ZKDW KH GRHV DQG , FDQYW GR
confidently or as effectively as he can but you know, but | can do my

best[..]" [CardGame2]

3, ORRN DW RWKHU SURMHFWY WKDW DUH NLQG RI
VXFFHVVIXO DQG WU\ DQG FRS\ ZKDW WKH\ UH GRL

Yet, also learning through the interaction with the audience helps to develop

skills:

SWKLQN GRLQJ WKH XSGDWHYVY DQG GRLQJ WKH SHU
LWV D NLQG RI WHDFKLQJ PH WR EH SLFN P\ ZRU
, ZDQW IURP SHRSOH VR \RX NQRZ , GRQIW MXVW
why Ineed monH\ DQG ZKDW LWYV JRLQJ WR GR DQG NLC
P R U[BycleAccessory]

CardGame?2 pointed out the variety of new experiences and unexpected

situations that can lead to learning and which he felt could be additive:

"One of the interesting things about this whole project is all these new
experiences and the way it pushes you to do things that you have never
really done before, it is kind of quite addictive thing to become involved
with because of that, because of lots of varied experiences, lots of
unexpected situations that come as a result of doing something like this"
[CardGame?Z2]

Further, as RuggedWear describes, acting and then reflecting on action leads to

learning:

{ probably reached hundreds of people, thinking that was great and then
UHDOLVLQJ LWV QRW HQRXJK LWYV UHDOO\ QRW
maybe | did get, reach a thousand people and 10% of them decide to

buy {product} LWV R{Qr@luct}, you have got to reach thousands to

get thousands oforders 6R WKDW{V REYLRXV ZKHQ \RX VW
it~ >5XJJHG:HDU@
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Through the actions of enacting their new ventures participants were learning
about selling but also about other business skills such as financial

management:

"[..] looking into all the finance, so | went from not knowing very much
about how to get any sort of finance to knowing the pros and cons of all
the different options]..]" [ExtremeSport]

" [..] then work with the person that | owed money to and use a payment
plan [..] financially, whilst | was saying | was not good with money, | am
good with finding problems, solving problems [..]" [CardGame1l]
There were concerns about the volume of information needed to understand
how to run a business and the speed at which that information could be

absorbed:

3, IXHVV WKHUH LV DOZD\V PRUH W,RsedrsWk l UH UH
never-ending lump of stuff, like business services and compliance, [..]
trying to keep abreast of everything that you are supposed to be doing
just seems a never-ending, a never- ending task really " >([WUHPHG6SRUW

%tl§ all been a massive learning curve” >5XJJHG:HDU @

This was about learning to become a business person for CycleAccessory:

“[..] can I quote for all your other events [..] | quoted, they liked how we
ZRUNHG ZKHQ ZH GLG WKH ILUVW RQH DQG ZHYYH .
VR \RX NQRZ LWITV OHDUQLQ CytldAcEadsdy]EXVLQHVYV

The participants show their proactive learning to meet the new challenges of

business creation.

Comments on experid¢ial coping and adapting

The participants express the challenges of timing of activities, learning to sell
and learning business literacy, yet they meet these challenges and persist in the

enactment of their ventures.

4.4.3 Summary of Theme 3 practice of entrepreneuring

This Theme has presented the findings related to the entrepreneuring practices
of the participants. The extensive findings show that the participants \RBCF

campaign is enacted both online and offline in a two-way flow of information.
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Online is through the RBCF platform and other online domains including SNS,

forums and VOIPs. Offline is through industry events, selling fairs and self-

generated activities. Relationships are built around common interests. Both

latent contacts and new contacts are used for promotion activities online but

WKHUH LV D SDUDGR[ LQ WKH ODQJXDJH RI plULHQGVT
of activities, selling and business literacy challenging to enact but persist.

Together these finding demonstrate their practices. These aspects are

discussed further in chapter 5.

4.5 Summary of Findings

The participants provided rich and complex narratives, discussing their
aspirations from multiple dimensions, the resources being sought from and
combined with RBCF and their challenges to enact and learn from RBCF. The
findings reveal many nuances in the lived experience of the participants and, in
some cases, their actions or experiences deviate widely and in others there is a
similarity. For instance, ExtremeSport was the only participant that clearly
articulated his future vision within his campaign materials, while all the other
participants focused almost exclusively on promoting the product. Whereas all
the participants were seeking to encourage new product-users beyond their pre-
existing connections family, friends, and user communities. The participants
are enacting the RBCF campaigns through both offline and online domains.
The discussions around the nature of the connections they were making has
become blurred by the terminology used in the online domain. Yetin all cases
backing is obtained despite the challenges of the process. The following
chapter discusses these themes and, following the Hermeneutic process, seeks
to abstract from these themes some overarching elements that connect the
themes and create a holistic understanding of the lived experience of the

participants.
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Chapter 5 Discussion

5.1 Introduction

The aim of this thesis was to explore the lived experience of using RBCF for
acquiring resources by nascent entrepreneurs. This chapter interprets and
discusses the findings presented in Chapter 4. Initially, | shall explore the
discourse of the participants gathered into each Theme, drawing upon literature
from the review and new literature where it is relevant to the concepts raised in
the findings. Then | express what | have interpreted as the meaning of that
discourse, theme, and the connections | see between them. Each theme
discussion is summarised and related back to my preunderstandings. This is
offered as one interpretation of the lived experience of the participants. From a
hermeneutic perspective, the development of the research involves the
literature being used as a thinking dialogue rather than being restricted to the

beginning of the study (Smythe & Spence, 2012, p. 22).

From the findings, we can see the three themes of aspiring, resourcing and

entrepreneuring. These are presented in|Figure 5-1|to show them as pieces of

a jigsaw fitting together to represent the interaction. The three themes are
discussed in depth in the three sections below, but briefly, the participants are
aspiring to create market-traction for their products as well as to meet personal
outcomes. These aspirations are bounded based on their prior experience. In
terms of resourcing their ventures, they utilise RBCF to market the product to
gain product-user backer commitment and to gain non-user backers to reach
the funding goal. Concerning their entrepreneuring activities, the participants
seek out those with mutual interests, through a combination of digital and face-
to-face means. They believe they are making substantial efforts to engage,
although the digital engagement is relatively low. The experience is intense,
they must make choices about timing, learn selling techniques, and become
sufficiently business literate to co S H 7KH\ FRSH E\ 3SGRLQJheWKH DF\
themes are summarised, then a further section takes those hermeneutic parts
and a further section explores them as a hermeneutic whole, considering the

inter-connectivity.
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Figure 5-1 Summary of themes

Source: Devised by the author and inspired by the hermeneutic circle
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5.2 Discussion of Theme 1 Multidimensional Aspirations

5.2.1 Introduction

In Chapter 4 important findings were presented that showed, whilst the
participants have multi-dimensional aspirations, including both economic and

personal aspirations, these are not the subject of the presentation on RBCF

Figure 5-2). RBCF is used to present the product and only one participant

included more information about his venture aspirations. None of the
participants presented the extent of information that might be provided in a
traditional business plan. The participants are motivated from multi-dimensions
as they have economic aspirations to develop a range of products in their fields.
They also wish to satisfy their creative aspirations which are drawn from their
personal leisure and social activities. They wish to derive satisfaction from
taking the responsibility for the venture which is envisaged to be different from
their prior work experiences. These findings are discussed in more detalil

below. Then finally, | discuss the findings in relation to my pre-understanding.

Figure 5-2 Theme 1 Multi-Dimensional Aspiration

Source: Devised by the author and inspired by the hermeneutic circle
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5.2.2 Personal Satisfaction, Enjoyment and Control

The participants seek satisfaction from creating ventures based on taking
responsibility and enacting their personal values and beliefs. Previous

experiences have an influence on how they view the future of their ventures.

(See Section|4.2.1|pages|122|to[127). The comments from the participants

convey a sense of what is important and valued by them. They talk about being
in control of the nature and direction of their venture. What they express is the
chance to pursue directions that have personal meaning for them, whether that
direction is where their effort is focused, or the types of products they believe
will be viable. What they seek from their venture is freedom to organise and
conduct business through flexible approaches that suit their personal values
and beliefs. They seek to shape the venture and their role in that venture in a
way that both challenges them and gives them personal satisfaction. In making
these choices, there is also an acknowledgement that there are tensions,
alternatives to be weighed against forgoing opportunities that they perceive
have some alternative source of value for them. So, whilst they may be taking
risks in promoting their projects, they derive a deep sense of personal

satisfaction from the activities.

The participants fexpression of the choices was often through comparisons to a
previous experience and they are making assumptions about the future, that
their desire for personal satisfaction can be met through their venture, yet also
they may feel more determination to prove the choice was correct. In making
the choice to pursue these ventures, the participants are committing personal
resources and time resources. They all have education and skills that would
enable them to pursue alternative employment opportunities. So, the situation
for these participants is not one of necessity, where push factors dominate,
such as redundancy, where survival and support of oneself and family is the
main driver and failure could mean starvation (Carsrud & Brannback, 2011;
Morris et al., 2018). For several complex reasons, including satisfaction,
enjoyment, control, flexibility, they have decided to pursue the venture. Whilst
much research focuses on the economic outcomes of entrepreneurship (Pfeffer,
2008, p. 148; Watson, 2013) RWKHU UHVHDUFK KDV VKRZQ KRZ p
entrepreneurs are motivated by a mindset that values self-fulfilment and quality
of life (Marcketti et al., 2006; Morris et al., 2018).
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5.2.3 Creativity

The participants derive personal enjoyment from a passion for design and

making time for being creative (See Section|4.2.1|pages|127|to|131). For these

participants, creativity can come both from long-held passions, for instance in

sports (SportTech and ExtremeSport), product development and design

(CardGamel, CycleAccessory and RuggedWear). From recent reflections and
appreciative feedback from customers, they express that it is important for them

to have responsibility for it and make time for creativity. Feedback from

customers on their creations was helping to raise self-esteem and generate

deep satisfaction and overall, they express the desire for being involved in a
purposeful activity. A study into entrepreneurial behaviour in New Zealand,

examined the claims to an entrepreneurial identity. This study showed that

creativity was perceived as the most important feature of being entrepreneurial

as it allowed the entrepreneurs to develop new insights and challenge existing

ideas (Kirkley, 2016). The researchers expressed the view that these express

claims are part of the narrative that can sustain an entrepreneurial identity. The
expression of this identity is seen to be necessary to convince stakeholders,

through her behaviour, that they are indeed entrepreneurial. Interestingly, only

one participant, CardGamel, referred to herself as an entrepreneur, referring to

their 3HQ W U H S OH\ONdxd@ndparing themselves to parents who 3SDUHQ TW
HQWUHSUHQHXULDO RU GRQTW XQ G BShe\soMdhtpGt TXLWH Z
those that provide support and understanding for entrepreneurs. All the other
participants used personal pronouns to describe their skills and activities and so

are not self-identifying as entrepreneurs. However, according to the research of
Morris et al.(2018) their respondents, who described themselves as creative

and independent, ZHUH FDWHJRULVHG LQ WKHLU IUDPHZRUN L

entrepreneurs, with a low entrepreneurial orientation.

The insights from participants of seeking enjoyment, creativity, purpose and

GHULYHG IURP OHLVXUH DFWLYLWL20W)DFFRUGYV ZLWK &
conceptualisation of entrepreneurial passion. Cardon et al. (2009) define
HQWUHSUH QH X U lconScicBlyaéde&sDleDinterdise positive feelings

experienced by engagement in entrepreneurial activities associated with roles

that are meaningful and salient to the self-identity of the entrepreneur “(Cardon

et al., 2009, p. 517). They argue that passion influences persistence and
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creative problem solving and if combined with a particular identities (Inventor,
Founder, Developer) will play a role in effective opportunity identification,
venture creation or venture growth (Cardon et al., 2009). Yet being passionate
may also undermine ventures, as Carsrud & Brannback (2011, p. 13) point out,
for example, a musician may pursue this at any cost making economic viability
challenging. Further, Welter (2011, p. 171) points out that businesses
associated with leisure activities struggle with legitimacy. So, although backing
was received, the participants may face legitimacy challenges of being
accepted as viable in the future.

All the participants convey a sense of seeking meaningful activity, the
combination of needing to work to gain a sense of personal satisfaction, yet also
finding pleasure in the work either from a creative perspective or from a
freedom and empowerment perspective. They describe identifying with a
community and developing their products because of that involvement. So
there is a combination of personal driven logic and community driven logic to

their motivations.

5.2.4 Combining Leisure and Social Interests

The venture ideas of the participants originated from their own leisure or social

interests (See Section(4.2.1|pages|131|to|132). Over time, taking part in the

leisure activity or, in the case of RuggedWear, experiencing the struggles of
women in non-office roles, they have gained insight and identified opportunities
to pursue through venturing. There is not a simple boundary for these
participants, between leisure activities pursued for purely hedonic reasons or
societal concerns pursued for altruistic reasons, and the personal initiative
associated with entrepreneurial behaviour (Hahn, Frese, Binnewies, & Schmitt,
2012). They describe a community-driven logic, wishing to be part of, and

offering products to their communities (Gruber & MacMillan, 2017).

The idea of combining leisure activities with making a living accords with my
own personal experience. | worked for several years for a charity that used
MRXWGRRU H[SHULHQWLDO OHDUQLQJY WR GHYHORS W
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DV 31 (8% Most of the project workers were employed based on their skills
and qualifications in the outdoor leisure pursuits industry, for instance climbers,
canoeists, and cavers. These people often expressed the satisfaction of
utilising their long held personal interests in a way that combined an income
with their leisure interests and mirrors the views expressed by the participants.

KLOVW 6KDK D Q®07,pLIR4) bondeytion of a user entrepreneur, as
those who use the product or service in their day to day life, somewhat overlaps
with Cardon et al.  §2009) passionate entrepreneur, the activities envisaged
have differences to the participants context. The user entrepreneur is drawn
from those who identify opportunities from day-to-day activities, in the case of
6KDK DQG 7 (RD&YrEsedrah, this is baby products. The passionate
entrepreneur is conceptualised as being passionate about either inventing,
starting ventures or developing ventures (Cardon et al., 2009). Other research
on choosing entrepreneurial careers connects the expression of personal
interests to a sense of accomplishment (Callanan & Zimmerman, 2016). Two
studies find direct links between leisure interests and the development of new
ventures. Mathias, Williams, and Smith (2015), in their study on entrepreneurial
action, find that those with ventures derived from hobbies continue to pursue
their passions through the venture without regard for economic benefits. The
second by Fauchart and Gruber (2011) considered the sports manufacturing
industry and found that the nature of the venture was influenced depending on
three distinct identities. One identity was of those who had been strongly
engaged in a sport domain. The idea for a venture was developed from this
experience. The customer involvement within their sports community enabled

higher quality customer care.

The participants in this study, who combined their work and leisure interests,
were in the industries of sport and gaming and from my previous experience
those combining work and leisure were in the sports industry. On the current
largest RBCF platform, categories that are popular include Film, Dance, Art,
Design and Technology (Mollick, 2014). This suggests that RBCF is a way for
those who wish to combine their user interests and work, find RBCF a useful

25 NEET is a UK Government acronym for Not in Employment, Education or Training.
https://lwww.gov.uk/government/publications/neet-data-by-local-authority-2012-16-to-18-year-
olds-not-in-education-employment-or-training Accessed 27 October 2018.
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resource because the backers, as providers of finance, have either less interest
in the long-term venture ambitions of the entrepreneurs and simply want access
to the product or their intrinsic values, beliefs and leisure interests are aligned
with the participant and so feel empathy, identifying with the aspirations and
want to support that ambition (Fehrer & Nenonen, 2019).

5.2.5 Perception of a Potential Market

RBCF is being used by the participants to achieve direct validation of their
SURGXFWYV DQG RYHUFRPH 3XJO\ EDE\ VIQGURPH" ,Q X
developers see value in their own creation because they have sunk costs in the

form of time, frustrations, and emotions into it. They ignore the problems and

limitations of their idea and believe others will see the same value. This is also

referred to as founder bias when referring to new ventures, and as Coleman

(2005) REVHUY HRQRQHRYHU KDV DQ XJO\ EdxEtlike pokKV TR X Q

parents, seeing their creation as without fault.

The participants in this study have the founder bias tendency as, based on their

experiences, they perceive a potentially adequate market for their needs (See

section 4.2.2 pages|132|to|139). Yet they also recognise this founder bias in

themselves, therefore suffering from the anxiety that no-one else will see the

value in their products. For these participants, the notion of seeking direct

market validation from potential customers is important because this positive

VLIJQDO E\ NH\ HHWHUQDO PRIFWRRQW P BWR YOL\G DQUSERP R Q
party evidence of the value of the concept (G. Fisher et al., 2016). This external

evidence counteracts the tendency towards founder bias.

It also goes beyond the approach of identifying potential customers by their

personal attributes, roles, and identities. Carrying out formal market

assessments are promoted as necessary by training programmes (Bhidé, 2000,

p. 112; Karlsson & Honig, 2009) and by those seeking reassurance before

making investments. Formal market assessment is an activity that according to

research, would influence professional investors who make high-value
LQYHVWPHQWYV 7TKHVH LQYHVWRUY DUH PRVW LPSUHYV
entrepreneur, in the coherence and logic and supported by evidence such as

assessment of the market (X. P. Chen, Yao, & Kotha, 2009). Yet research
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shows that market potential and market testing being two of the most difficult
aspects to accomplish (J. D. Owens, 2007, p. 243). The participants are
seeking to obtain some plausible gauge (Weick, 1995) of the existence of a
market for their product and doing this through multiple activities which for them
included carrying out RBCF. A strong element of the motivation of these
participants to use RBCF was to meet this challenge. This is discussed further

in section 5.3.3.

The product that was being promoted by these participants as part of their
RBCF campaign was not standalone but part of an on-going development and a
future extending the product range and thus the development of their ventures.
The expression of potential and extension of product ranges suggest they are
seeking a prosperous future for their venture rather than this being a one-off
event or hobby with no future. As such, they describe an economic self-interest
logic (Gruber & MacMillan, 2017). Research on the early development of start-
ups and on small businesses suggests that product range extensions are one
important element of building a commercially sustainable and prosperous
business (Ashworth, 2012; J. D. Owens, 2007). Here the participants are
expressing their hopes for the future and sensemaking about how they will
shape that future, yet they are also in a context where they need to present
themselves to external resource holders, whose perception matters if they are
to engage as backers. Whether the participants perform some assessment of
potential and, if so, how they chose to present that future has mattered in other
contexts, such as accessing venture capital (Gruber, 2007).

My former experience includes many situations where the search for some

3U D W P RW@BNCE that would apparently reduce the uncertainty of the
potential outcomes was part of the accepted process of evaluation of planning
choices (Gruber, 2007). Yet the context was one of relative stability in terms of
ongoing trade, compared to the situation of a start-up where a regular trading
pattern has not been established. This stability gave the resource of time to find
the evidence. Also, the context was one of making decisions within a group, be
it a management team or a governance group. This meant the evidence was as

much to convince these stakeholders of the acceptability of taking risks rather

26 This is the approach to strategic planning which falls within the formal synoptic paradigm and
contrasts with more emergent styles (Gruber, 2007, p. 785).
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than it being an individual activity. In contrast the situation of the participants is

one of instability with uncertainty around the potential for ongoing trade. Some

prior research suggests that developing formal evidence positively influences

economic outcomes, but this is based on data from VC-backed ventures

(Gruber, 2007) ZKR DUH LQ D YHU\ GLIIHUHQW HFRQRPLF FRC
participants. Winch and Maytorena (2009) maintain that there is a decision-

making distinction between situations of risk and uncertainty and say that:

tvhere risk is the odds of a future event occurring given adequate data

on its past occurrence, and uncertainty is a judgment about whether a

future event might occur based on inadequate or unmeasurable data ”
Winch and Maytorena (2009) VXJJHVW WKDW pVRFLDO VHQVHPDNL
interaction with others, may be more appropriate in situations of uncertainty and
DPELIJXLW\ ZKHUHDV PEHKDYLRXUDO VHQVHPDNLQJY \
analysis, may be more appropriate in situations of risk. In the case of the
participants, there is both use of behavioural sensemaking in exploring existing
data on the markets and social sensemaking in turning to RBCF to market their
ideas.

5.2.6 Visions Influenced by Experiences

The participants draw on previous experiences to describe how these have
influenced their vision for the future venture, particularly how they are choosing

to operate differently in the future (See Section|4.2.3|pages|140(to[143). Most

of the participants compare previous experiences they had and were seeking to

operate their businesses differently. For ExtremeSport, he had previously felt

creatively constrained so was seeking enough venture growth to make a

SGHFHQW OLYLQJ" 5XJJHG:HDU KDG WUDLQHG E\ WKH

disadvantaged backgrounds and this, along with her revelation that her

freelance work gave freedom from undesirable social structures, inspired the

current venture. Yet the nature of the venture being envisaged would likely

bring challenges to growth. CardGamel had alluded to unacceptable treatment

at a previous company and hinted at, therefore, ZDQWLQJ D 3OLIHVW\OH"  F
KHU EXVLQHVYV VXJIJHVWLQJ D GHVLUH WR OLPLW WKH
6SRUW7HFK WKH 3FUD]\ JURZWK"™ SUREOHP ZDV EHLQJ \
VNLOOV®  DQGVBEKIHY FDRSIHQODHWZRUN" WR GHDO ZLWK JU
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&\FOH$FFHVVRU\TVY SUHYLRXV H[SHULHQFH ZDV D SURE
so he envisaged growth but through an alternative way of engaging that is

unusual style of business. These visions, whilst showing the ambitions of some

to scale up their trading to a higher level, there is a preference for the business

to be bounded by their on-going personal business goals, personal motivations,

and lifestyle choices. These choices are more nuanced than a purely economic

approach, the participants have many dimensions to the vision of their future

venture.

The act of drawing comparisons to previous experience, or retrospective
sensemaking (Maitlis & Christianson, 2014) has been identified by previous
research into lifestyle entrepreneurs which has shown how life events provided
insights for the entrepreneurs (Marcketti et al., 2006). Other research on early-
stage owner managers finds that previous experience influences decision
making. So prior experiences with either family and friends, hobby
communities, work experience in particular industries, influenced a variety of
choices, including the nature of the market focus, the nature of the community
they worked within, and the nature of the economic focus (Mathias et al., 2015).
In conceptualising the entrepreneurial lived experience, Morris et al. (2018)
argue that the pre-venture experience likely determines the saliency attached to
on-going events. In comparing the entrepreneur and scholar conceptualisation
of growth, Achtenhagen et al. (2010, p. 309) find that although entrepreneurs
are aware of attributions of venture growth to job creation by policy makers,
they perceive providing employment not only as risky, but emotional due to the

closer interaction and involvement in changes in staff levels.

The personal motives are important to understand the nature of the venture and

the envisaged development. Wright and Stigliani (2013, p. 4) point out it is not

firms who make decisions about growth, but individual entrepreneurs; therefore,

it is important to understand individuals fperceptions of trajectory. They may

forgo opportunities in favour of fulfilling personal motives (Marcketti et al.,

2006), yet the participants fambition for growth is not stagnant, negligible or

minimal. Nor is it aimed at vigorous and significant growth, seeking to turn the
EXVLQHVV LQWR D 3 FRPPRGLW\" DQG HDUQ D SD\RII TUF
WR DV D@eméldt, 2005; Ibrahim & Rogers, 2008) 7KH uSD\RIIT FXUU]I

envisaged here is a combination of moderate economic return, retained
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ownership and is bounded by their personal motives. This accords with the

findings of Zimmerman (2009) who found a range of motives of entrepreneurs,

some preferring growth within personally defined boundaries and where others

VHHN VFDOLQJ WR DQ MH[LW HYHQWY 7KH DPELWLRQV
FRQWH[W WKDW WKH\ DUH QR ORQJHU FRQILQHG WR 3E
the venture within the digital environment and have many options to develop

multiple revenue streams, technological or functionality development as

sustainable strategies (Ashworth, 2012).

5.2.7 Campaign Presentation

Despite the aspirations expressed by the participants, only one shared this

information with the RBCF audience. Although a traditional business plan might

include information such as future predictions, none of the participants

presented such information. The campaign information was confined to

information regarding the product in most cases. Even though this is a

significant difference to a traditional business plan, backer pledges were

UHFHLYHG DQG RQO\ RQH SDUWLFLSDQW(VTfalb&) FDPSI
funding (See Section|4.2.4|pages|143|to|145). Those seeking financial

resources from traditional investment communicate their intended ambitions for
their ventures using a business plan (Mason & Kwok, 2010) which is a
normalised way of communicating venture strategy (Balogun et al., 2014). The
narratives in a plan includes subjective quality signals based on characteristics
of the founder and assessments of the future and opens them to evaluation by
the few potential investors (Cornelissen & Clarke, 2010, p. 548; P. H. Kim,
Buffart, & Croidieu, 2016; Mason & Kwok, 2010). Research on pitching to
investors suggests that passion receives less interest from investors than
preparedness represented by quality of the business planning, its coherence,
and connection to the broader context (X. P. Chen et al., 2009). In contrast,
whilst the participants in this study have passions, aspirations and visions and
have carried out at least some form of assessment of the potential future, these
aspects are not being presented in every case, to the RBCF audience.
Although one participant discussed their future plans and founder credentials
within the video and narrative, no one presented any form of future market

assessment or estimated numbers as might be presented in a formal business
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plan (G. Fisher et al., 2016; Maxwell et al., 2011; Stokes & Wilson, 2010).
Despite this, all participants obtained backer pledges. Only one participant
failed to reach their goal in their RBCF campaign so did not receive the finance
via the RBCF campaign. This suggests that backers were happy to back the
product, irrespective of the aspirations of the participants. This is contrary to
other RBCF research that finds failure to explain use of funds would lead to
campaign failure (Hobbs et al., 2016, p. 158), yet reflects the guidance of
crowdfunding advisors on the importance of articulating the value proposition
(Fehrer & Nenonen, 2019).

5.2.8 Summary of Theme 1 discussion

The information provided by the participants points to their current identity being
based on strong personal satisfaction motives which are not purely economic.
Weick (1995) argues that who you think you are shapes how you understand
and enact events. The participants have all drawn retrospectively from personal
experiences, placing them in context with their life experiences and personal
motives and assigned meaning to them (Weick et al., 2005). From this
retrospection and comparison, they are choosing pathways that more strongly
meet their preference for freedom to choose the direction of their venture. The
participants have placed value on freedom from social structures, on creativity
and pursuit of their passions in leisure interests, deriving their products from
personal experience as users (Shah & Tripsas, 2007). Their visions include
both economic outcomes and seeking a sense of purpose. They also perceive
a market potential for their ideas and have ambitions to extend their product
ranges, so there are aspirations to grow their ventures beyond the current state
and derive an economic return. However, this is tempered with an awareness
that their own creative mindset may be distorting the viability of their current

S UR G X FWiglpbdby §yndrome” 7K XV W KHUH idn\of be Béedtb H S W
seek direct feedback from product-users through RBCF.

Yet these aspirations are bounded by self-imposed limits on the nature of their
ventures. So, there is an interest in prosperity and enduring sustainability of the
venture met by retaining ownership. This resonates with other research that
finds creative entrepreneurs seek a fair compensation for the creative value

provided to customers through reciprocity rather than customer exploitation
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(Marcketti et al., 2006). Yet also resides in the grey area where low levels of

folow-RQ DFWLYLW\ DQG GHWHUPLQDWLRQ PD\ UHVXOW L
GUHDPHUV™ RU 3KREE\L Vsfibds abot Geldbritificetidn dfX H

nascent entrepreneurs (Davidsson & Gordon, 2012, p.856) 7KH SDUWLFLSDC
hopes, and dreams are not simple but are complex, formed from multi-

dimensional aspirations (Wach, Stephan, & Gorgievski, 2016). Their complex

journeys may get waylaid in the future for any number of imperceptible reasons

and their entrepreneurial aspirations become invalidated and not surviving, yet

they currently display aspirations and so should not be dismissed from the

entrepreneurial designation.

Despite these passions and visions for their future, when seeking backing

through the RBCF campaign, the focus of the campaign is on the products

being promoted rather than a complete picture of the vision of the venture. The
SDUWLFLSDQWYV VHHN WR RYHUFRPH #WwWRFLPDE\ VI\QGU|
V HQV HP OWihdQ &WMaytorena, 2009) and achieve what is conceptualised

DV 3P D-UMWNUHDWA(Beéd page]|27). Professional investors deem market-

traction a critical factor in assessing the quality of a funding opportunity

(Maxwell et al., 2011), yet it is one of the most difficult to accomplish (J. D.

Owens, 2007, p. 243). Nevertheless, as Fisher, Kotha and Lahiri (2016, p. 390)

QRWH WKLV LSR@WAASRXRRIRI PXOWLSOH IDFWRUV RI O
investors. Backing was received despite most of the campaigns not including

RWKHU pSURRI SRLQWVY VXFK-pans &dptedietiong InELO LW\ R
traditional financing situations (Hallen & Eisenhardt, 2012). In other situations,

the need to convince resource holders of the feasibility of the future of the

venture is an important activity (Cornelissen & Clarke, 2010, p. 548). Rindova

et al. (2009, p. 483) argue that in seeking external resources there is a

compromise between the personal motives and the form a venture can take in

having to conform to alleged market realities. In these situations businesses

begin to take on homogeneous qualities and follow taken-for-granted routes to

legitimacy as they begin to adapt their visions to these demands (Navis &

*O\QQ 2M91HLO SFEDVDUDQ YDQ&HUYHQ %RX
Cornelissen, 2015). Contrary to this, with gaining financial resources from

RBCF, the patrticipants have in a sense either deliberately or unconsciously

been able to side-step these isomorphic pressures on their businesses.
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For the participants in this study, the campaign focus is mostly on the legitimacy
of the product being promoted which limits the evaluation by potential backers
to that criteria only. This implies the legitimacy of the whole venture does not
matter. RBCF, as seen in its literature, is being used by established
multinational companies (T. E. Brown et al., 2017), newer ventures seeking
$100k (Lehner et al., 2015), but mostly by those obtaining only a few thousand
(Tharridl & Kamleitner, 2016). The participants raised £10k or less, and their
currently bounded motives would suggest the growth trajectory would not align
with traditional financiers such as Business Angels (Bellavitis et al., 2017,
Fraser et al., 2015; White & Dumay, 2017). If, for instance, new ventures seek
Angel finance, criteria would focus on the attributes, social competencies of the
founders and their predictions for economic return. The payoff for the Angel is
in the growth of the venture to a market size valued by professional investors
with a pecking order hierarchy of modes of finance (Clark, 2008; Mason &
Kwok, 2010; Paul et al., 2007; Politis, 2008). Thus, founders meeting this
growth criteria align with the motives of the Angel financiers and, in contrast,
backers have accepted the information about the product as aligning with their
interests. Yet also, if participants chose to pursue traditional finance in the
IXWXUH WKH EDFNLQJ IURP 5%&) ZRXO G pido¥ HRW R MM W I
that surpasses predictive approaches (G. Fisher et al., 2016, p. 390).

On reflecting on this theme and the findings, what is most surprising is how
relatively recently scholarship has begun to understand and explore the
influence of personal passions and prior experiences on the nature and
trajectories of new ventures. This understanding needs much more
development as initial decisions and choices about the nature of the business

can create path dependency and homogenous ventures.

In my pre-understanding, | focussed on my involvement in a community project

that raised part of the finance needed for a building purchase through

3&RPPXQLW\ 6KDUHV" |, REVHUYHG KRZ WKH VRFLDO Y
future finances and how the project was seeking shareholders that appreciated

and accepted this impact and were attracted to providing a dual role of

financiers and providers of professional skills. | expected that the nature of the

ventures using RBCF would have some bearing on the process and attraction

of backers. The community project involved presenting a full business plan
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demonstrating a modest financial return. In contrast, the participants were
presenting only the product for exchange, as in a customer relationship albeit
with a product that had not yet been manufactured. Only one participant talked
about the long-term in his video. So mostly the backers are not being
incentivised by the long-term vision for the venture, only by the value they
perceive in the product. This is in contrast also to RBCF research that shows
backers becoming more deeply involved (Quero & Ventura, 2015). So
providers of financial resources through RBCF have more heterogenous
interests than traditional providers and balancing the aspirations of the
entrepreneurs and the backers becomes a more complex interaction (Ford &
ORX]DV +nNDQVVRQ )RUG 211HLO B8FEDVDU]I

In summary, the aspirations of the participants goes beyond being dreamers or
merely surviving (Davidsson & Gordon, 2012, p. 856; Morris et al., 2018).
There are aspirations to develop a viable though bounded venture, based on
their values, beliefs and inspired by prior experiences and leisure interests.
Thus there is personal, community and economic logic to their aspirations as
user entrepreneurs (Shah & Tripsas, 2007). However, the RBCF campaigns
are predominately focused on the single proof point of the products, showing
that there are heterogenous interests among backers compared to traditional

financiers and enabling avoidance of isomorphic pressures.
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5.3 Discussion of Theme 2 Complementary Resources

5.3.1 Introduction

An important finding as presented in Chapter 4 is that RBCF is used to obtain

added-value resources and combined with other sources of resources (Figure

5-3) to create a complementary assemblage of resources valued by the

participants. RBCF is both a source of money and marketing. The participants
seek publicity through RBCF to obtain committed and engaged backers of pre-
orders. The patrticipants value the backers for providing money in advance of
production. They value user-backers over non-XVHUYV IRU WKH 3JROG GX\
potential future promotion and advocacy. Additionally the participants combine
the RBCF process with outsourcing production to switch the sequence of
marketing and production and avoid committing to investment in internal
production before obtaining proof of concept. Functional resources are
obtained not through RBCF but predominately from their family, friends, and
colleagues, and from institutions and topic forums. Cashflow and subsidies are
obtained from multiple sources simultaneous to RBCF, with the RBCF money
assigned to initial production. These findings are discussed in more detail

below. Then finally, | discuss the findings in relation to my pre-understanding.

Figure 5-3 Theme 2 Complementary Resourcing

Source: Devised by the author and inspired by the hermeneutic circle
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5.3.2 Marketing Resources

The participants expressed that the RBCF campaigns are only partially about

WKH PRQH\ 7KH\ VUgRbaby §yEdroKEY 3 btQer words, their ideas

being great in their own eyes but not by anyone else. Thus they wanted to

R E W prad@ofconcept” WR RYHUFRPH W Klsvudhtboutgubkiclty 7 KH
DQG SURPRWLRQ DQG EM&yedH G XWRY REEhEY Was

considered useful to pay for the initial production run by the participants. They
HISHFWHG WKDW 5 %adjorddicaly G KCHIONSHW W KHS&U R G XFW YV
Section|4.3.1|pages|148|to|149). The participants referred to obtaining both

money and marketing from RBCF. They perceive RBCF as an effective way to
DFKLHYH SXEOLFLW\ DQG SURPRWLRQ D ZD\ WR 3JHW ¢
products, so raising awareness and thus making new contacts particularly those

ZKR ZR X Or@edtdd irf the brand ~ Further, they believed RBCF would be a
%elf-generating” ZD\ W R P D U hutbiWatiRadlly Rarketing” 7KH

crowdfunding literature has begun to explore how the market is approached

using RBCF.

Crowdfunding is often considered as mainly a tool for fundraising and used for

marketing purposes by large and multinational established companies (T. E.

Brown et al., 2017). For large scale start-up projects in technology sectors,

RCBF campaigns can attract mainstream media attention (Lehner et al., 2015)

and can create a large number of backers that become an inexpensive

marketing asset (Stanko & Henard, 2017). These stories may have fed the

mainstream media narrative of how RBCF may be a source of brand awareness

DQG :*DXWRPDWLF" PDUNHWLQJ PHQWLRQHG E\ WKH SD
participants believe that RBCF will help their marketing efforts, despite them

being start-ups with comparatively modest resources. Previous research has

shown that smaller scale projects raising $7k on average do utilise the RBCF

for marketing (S. Chen, Thomas, & Kohli, 2016); however, the results showed

how the appeal mode and message frame mattered to the success of the RBCF
campaign. So, whilst RBCF is used for marketing by all companies whether

multinational firms, large scale, or modest start-ups, the ability to enact the

marketing appropriately is of importance. This issue is discussed further in

Theme 3 (Section|5.4.7).
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5.3.3 Backer Commitment

The backer IDLWK LQ WKH FRQFHSWold-'G X\AMKtBisisry DOXHG D'
enhanced because the money is provided prior to the production. The

participants were aware of the volatility of this commitment until the product has

EHHQ GHOLYHUHG 7KH\ VRafflhkyWw ZN_RV BHQ KK EW ANDHQ YV Z
expectation that, as product-users, they would be willing to show their friends.

(See Section|4.3.1|pages|149(to[151). The commitment of backers is likened to
yolddust” E\ WKH SDUWLFLSDQWVThR actefpobitUDO UHDVRQV
commitment in RBCF is seen as a key element (Hobbs et al., 2016, p. 158). It

is identified as important for interaction in psychology. This is because in the
act of commitment, particularly when explicit and public, individuals become
bound by their actions (Weick, 1995, pp. 156 #157) and they need to act
consistently with those actions (Cialdini, 1985, p. 96).

7KH SDUWLFLSDQWY SHUFHLYHG EDFNIalthind@nv VKRZLQJ
XQNQRIZQG ZLOOL @uiexire\bMl By tRehorns” E\ SURYLGLQJ PRQH
through backing. The participants perceive backer-commitment to be important

for their start-up journey and seek to gain as many backers as possible to

benefit their ventures through the on-going engagement with those customers.

The participants fassumptions on the volume of backers is supported by

previous research showing the volume of backers rather than the value, is

associated with post-RBCF campaign venture success (Stanko & Henard,

2017). The patrticipants were concerned about the volatility of this commitment

and viewed delivery of their products in the future as highly important to

mitigating this risk. The operations literature shows that customer purchasing

behaviour is affected negatively by problems with online order fulfilment (Rao,

Griffis, & Goldsby, 2011); also, as it would be a unique opportunity to develop a

trading history, it is a critical activity in the start-up journey (Atherton, 2012;

Cosh et al., 2009) as one source of legitimacy of the venture. Thus that initial
commitment by the backer to this process is a highly valued resource.

As discussed above, the participants were trying to obtain publicity for their
SURGXFW DautdmdaRit iQaikéting ~ Z R X0 @. Part of wanting to obtain
as many backers as possible is this would mean their project being selected by

the algorithm of the website for extra promotion (Orlikowski & Scott, 2015, p.
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22). The numbers of backers are also publicly visible (Colombo et al., 2015, p.

78) VR W K HfaEhRntheRunkhown™ E\ WKH EDFNHUV LV D SXEOLF
becomes part of the legitimacy process in both the direct backing and in

indicating support to other potential backers. In this sense, backers are also in
themselves a valuable signalling resource which has been shown to play a role

in the indication of the quality of large-scale technology projects to professional

investors (Roma, Messeni Petruzzelli, & Perrone, 2017).

3DUW RI WKH YDOXH RI FRPPLWPHQW ZDV GXH WR WKH
orders, or willingness to pay in advance and wait for months for products to be

delivered. Projected timeframes for delivery were between two and six months.

In previous research on digital start-ups, upfront cashflow is highly valued by

founders for contributing to market-traction and the likelihood of survival

(Zaheer, Breyer, Dumay, & Enjeti, 2019, p. 268).

Thus the commitment by the backer is a highly valued, though volatile resource,
critical for the development of trading history. The public nature of the backing
Is a signal of legitimacy. Also the willingness of the backers to pay in advance
and wait for delivery is a further signal of faith and potentially contributes to the

survival of the venture.

5.3.4 Nature of Backing

An important aspect for the participants was the publicity and promotion to
expand the volume of interest in their products beyond their existing
communities. They aimed to gain backing from new sources, and this was
achieved to a greater or lesser extent. Backing was received either from within
their pre-existing user communities or from family and friends backing
merchandise who represented up to about a third of backing. The participants
distinguished the value of the source of money between that provided to help
achieve the RBCF funding goal and the money provided by user backers. They

hoped to receive more publicity through obtaining backing early in the process,

but this did not occur. (See Section|4.3.1|pages|151|to|153). The participants

were seeking to obtain as many backers as possible for publicity, rather than
simply raise the funding. Research showing the future performance of venture

is influenced by the number of backers also demonstrated that the most valued
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aspect of RBCF is the ability to build awareness with potential customers

(Stanko & Henard, 2017). In the marketing literature, building and expanding

new customer relationships is conceptualised as market development, an

important foundation for the start-up for its future growth and as such a long-

term investment (W. Lam & Harker, 2015, p. 330). Yet obtaining what are
UHIHUUHG W-R BYJWK'PRFBHUNHWzZEDYH G VW RK\G (Hitd, HV ~
2005), is one of the most challenging activities for a start-up (J. D. Owens,

2007, p. 244). The findings show backing was obtained from substantial

numbers beyond family and friends and from user communities. The

challenges of instigating backing are explored further in Theme 3 where the

selling activities is discussed.

Those who had existing wider user networks within their field of activity
accessed backers mostly from within that community of interest, e.g.
ExtremeSport and CycleAccessory. These participants were not relying on
family for pre-order backing as their products were specific to the sports
partakers. Similarly, SportTech, although he had postponed the RBCF
FDPSDLJQ ZDV DLPLQJ DW EXLOGLQJ D FRPR¥®LW\ ZKL
of followers as potential backers. He was targeting only the sport partakers for
pre-orders and was not planning to offer donation or merchandise reward
options. The other participants had products that might be relevant to family
and friends as well as a wider specific interest group. It was more feasible to for
these entrepreneurs to promote pre-order product backing to family and friends,
yet they were still seeking to obtain backers from a new product-user audience.
Both RuggedWear and CardGame2 estimated backing from family and friends
to be around a third of the RBCF goal. This is different from the assumption in
the RBCEF literature that family and friends are promoted to first place (Ordanini
et al., 2011).

There are two issues here. Firstly, the participants were primarily seeking
product-user backing to generate commitment and recommendations.

However, non-user backing was still seen to be relevant for achieving the RBCF
funding goal and, therefore, helping the venture. Secondly, is whether the
product was relevant to the backer. For instance, whether they were a sports
partaker or aspiring to be one or whether they were a player of card games or

aspired to be one. If not, the backer might provide non-user backing or backing
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of merchandise where the participant had set this up as an option for rewards.
Although research shows that the volume of backers is influential to the future
development of the venture (Stanko & Henard, 2017), that research did not
distinguish between product-user backers and non-product backers. In all
cases, the critical issue is whether the reward of the product has relevance for
the backer. For some participants, family and friends are considered to play a
role in product backing if they are a user or an aspiring user of the product. But
if they are not a product user, then non-user backing from family and friends
that helps achieve the RBCF funding goal still has value. However, it does
mean that whether the family and friends groups overlap with user groups
ZRXOG KDYH DQ LQIOXHQFH RQ WKH SDUWLFLSDQWVY |
RBCF campaign and future marketing goals.

Although a high volume of backers was sought, another part of the backers

being likenHG YoR-dust” ZDV WKH YDOXH RI SRWHQWLDO IXWX
recommendations. The participants fideal scenario is new product users who

were preferred for their critical role in generating recommendations and

influencing future sales or as described above pPrket-W U D FW L$Qifin VHH

2.2.1). The user-product backers were preferred by the participants as a critical

resource in the validation of the product and as voluntary user-advocates, with
the potential to generate recommendations which influence future sales. This
role of the product-user backers is recognised in the marketing literature where
engagement marketing is shown as adding value beyond financial patronage,
by providing network assets and persuasion capital (Harmeling, Moffett, Arnold,
& Carlson, 2017). Harmeling et al. (2017) define persuasion capital as the
degree of trust, goodwill and influence a customer has with existing or potential
customers, as they possess greater authenticity as willing product advocates.
In RBCF research this persuasion capital is seen as an inexpensive network

asset that enhances market-traction (Stanko & Henard, 2017).

In three of the cases, the RBCF the backing amounts were falling short of the
funding goal being sought. In all these cases, the type of RBCF sought was
"all-or-nothing" meaning the risk was that where the funding goal was not
achieved, none of the backing would occur so no money would change hands.
In the case of RuggedWear, without the knowledge of the participant, a friend

donated the shortfall. In the case of CardGamel, she used money received
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from a loan, during the campaign timeframe, to "cross-subsidise”. In the third

case, discussed above, WKH FRPPLWPHQW RI WKH EDFNHUV WR
product meantthat, DOWKRXJK WKH 5%&) FDPSDLJQ HUIDLOHGY
continue with an alternative version of the product outside of the RBCF

platform.

The benefit of donations and cross-VXEVLG\ ZDV W KD W-or-MWKRRVKIL RUW K
campaigns, were helped to meet the funding goal and ensure the backer money
was received. The problem of donations and cross-subsidy is that this
highlights the limits to interest in the product. A donation might signal a belief in
the participant from a third party but a cross subsidy merely ensures that the
funding goal is achieved, thus resulting in less symbolic capital (Lehner, 2014).
Of course in both instances, the possibility is then to claim that a successful
RBCF can influence the future perceptions of the project (Wehnert, Baccarella,
& Beckmann, 2018). So, although the participants perceived the funding goal
achievement as valuable for several reasons, the participant who failed to
achieve the RBCF funding goal was still able to make use of the connections

obtained.

Some participants were particularly seeking to acquire backers early in the
campaign (Agrawal, Catalini, & Goldfarb, 2010). This is because the
participants believe it generates self-sustained backing and marketing and was
perceived as their project being selected by the algorithm of the website for
extra promotion (Orlikowski & Scott, 2015, p. 22) helping influence others to
back. These participants were seeking early backing yet had vastly different
expectations of what achieving that entailed, from 100% in 24 hours
>&DUG*DPH @vatyRuickly? >5XJIJHG:HDU@ $OWKRXJIK HDUC
factor in campaign success, achieving this is objective challenging (Colombo et
al., 2015; Li et al., 2016; J. D. Owens, 2007, p. 244). Although they were aware
of the effects of early backing and the potential impact on the platform
algorithm, none of the participants achieved significant early backing. Lehner,
Grabmann and Ennsgraber (2015) researched four companies well known in
the ICT industry. They point out the value to these cases of the early backing
enthusiasm of the immediate network of the founders. This early backing
propels awareness by the crowd and by news and media during the campaign.

However, these four cases came to RBCF with prior substantial seed funding
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from Business Angels and existing awareness in the market and raised
between $621 thousand to $10 million through RBCF (Lehner et al., 2015), thus
were significantly different in size of campaign to this current study. Narratives
of this benefit of RBCF may have fuelled the perception of the participants of
this feature of RBCF, yet not distinguish between the relative sizes of
campaigns. What the RBCF literature does not yet acknowledge is the fast-
moving changes (Morgan-Thomas, 2016, p. 1129) in technology and the
development of the platforms and which can be seen in the concerns of the
participants on the algorithms. The comments by CardGame2 and CardGamel
are about the number of visitors pushing the project up in the platform rankings,
and relates to the platform itself utilising algorithms that automate the ranking of
campaigns (Tran, Tsuji, & Masuda, 2009). These algorithms rely on user-
generated content and in combination with users shape what becomes visible
(Orlikowski & Scott, 2015, p. 22). In contrast, Mollick (2014) refers to the RBCF
platform staff making preferences for ranking projects. So, these rapid

technology changes makes it difficult for literature to keep pace.

Therefore, the participants were seeking to obtain backing from beyond the pre-
existing networks, yet for some those networks included user communities.
Family and friends were involved in backing but to a lesser extent than
suggested by previous RBCF research. Further, the role of family and friends in
backing is influenced by the relevance of the reward being backed, i.e. donation
or product. Those who back as a donation are valued for helping to achieve the
RBCF funding goal and as a network asset for the promotion of the campaign,
whereas those backing the product were valued in addition to being a network
asset for their potential to be a product advocate and provide persuasion capital
from the perspective of the user of the product. The expectation of early
publicity from the platform algorithm is naive and potentially driven by media

narratives promoting RBCF.

5.3.5 Combining with Outsourced Production

The participants were organising a small production run from outsourced

suppliers for the products being promoted on RBCF, once the funds from RBCF

were received. This freed them of the need to invest money in establishing
SURGXFWLRQ IDFLOLWLHYV 2QH SDUWLFLSD@Q®& GHVFU]
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EHDVW WKDW QHAKNVFKHAGVY @I ULVN\ XQGHUWmdadfLQJ S UL
of concept” owever, whilst reducing the investment pressure, using
outsourcers involved perceived trade-offs in volume, cost, quality control and

ethics. The cashflow obtained from RBCF was being directed towards

outsourced production. (See Section|4.3.2| pages|154|to|156). Whilst

outsourcing has been defined as a transfer of existing internal activities to an
external provider and has mostly been researched in larger corporations
(Hatbnen & Eriksson, 2009), the participants were accessing external providers
from the outset. The focus here is on the initial flexibility as ownership of
production facilities is an unnecessary burden at this initial stage (Croom,
Romano, & Giannakis, 2000, p. 74). The demand for the products is unproven
at the earliest stage of venture creation. RBCF involved a time delay before
market-traction will occur as, even when the RBCF campaign is done, the
products still need to be delivered and used, for the backers to supply
recommendations and influence others to purchase. As there is an extended

timeframe for the delivery of between two and six months (see Sub-section

4.3.1|{on backer commitment), the participants have a reduced risk of long-term

investing in set-up costs until the sales cycle can begin in earnest. The
participants designate the RBCF money towards paying for the initial production

run.

Outsourcing is an activity demonstrated by previous research on virtual
markets. Virtual markets of public companies have been characterised by the
reduction in transaction costs and increased returns to scale, allowing for the
practice of outsourcing to be used by more firms, increasing ability to exploit
those opportunities (Amit & Zott, 2001). Using web technologies also allows
micro-firms to identify and to access sources of external expertise that they do
not possess which enhances capability without recourse to long term
commitments (Barnes et al., 2012). Small scale production has reached a point
where it is accessible to the smallest of micro-firms, making it feasible for the
participants to test an idea without commitment to any production scale. The
participants talked extensively about evaluating and balancing order quantities,
shipping costs, timing, and quality concerns. For instance, quality is both a
concern for the producer and the design capabilities of the participant. Whilst
accessibility to outsourcing is appreciated for making RBCF delivery feasible,

the cost of this small-scale production was perceived to involve little or no profit
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and potentially need supplementing, in the initial stages. However, this aspect

is also compared to the cost of setting up a production facility, with one
SDUWLFLSDQW U H | Hhéatt th@t heddRfeedhgD ud\itkatHnvestment

could become an unwelcome burden until proof of concept and, therefore,

market-traction initiated. The cost of outsourcing is perceived to be relatively

high and some adaption of the RBCF is perceived to be required to achieve the

minimum order scale and make the RBCF process feasible. Yet the cost is also
SHUFHLYHG E\ WKH SDUWLFLSDQWY WR EH DQ LQLWLD(
concept, commitment, and persuasion capital. This also means there is less

pressure to finance production setup costs through the RBCF, the money

needed is only for the initial outsourced production run. In Theme 1, Sub-

section|4.2.3|on the bounded vision, the participants talked about their future

vision of developing their own manufacturing facilities and, therefore, the current
outsourcing activities are envisaged as a temporary solution to the initial

problem of gaining the first customers and market-traction.

This combination of outsourced flexibility and testing of the market have been
found as critical elements contributing to the survival of businesses (J. D.
Owens, 2007) and facilitated further by the context of e-business (Amit & Zott,
2001). Whilst they perceive that the price is still relatively high, the participants
see it as worth paying for the flexibility to combine with RBCF, gain proof of
concept, whilst avoiding the financial burden of funding initial production set-up
costs. The activities of outsourcing and cashflow management have been
found as important strategies through research in other fields (Amit & Zott,
2001; Barnes et al., 2012; Bhidé, 2000) but not as yet considered by RBCF

literature.

5.3.6 Combining with Functional Resources

Whilst the participants stated that they held many appropriate skills, they lacked
many skills and knowledge that was relevant to creating a new venture (as
discussed further in Theme 3). So for them a critical activity was seeking
external resources. At this stage, these skills gaps were being filled from a
combination of sources but not proactively through RBCF. Support that was
obtained through the RBCF campaign was incidental. Support being sought
included help on digital activities, spreadsheets, sales, marketing and finance,
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