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INTRODUCTION
Collaboration on the web is an area of exponential growth. Crowdfunding, or collaborative
funding via the web, is one of the standouts for growth in this evolving collaborative economy.
Crowdfunding is the practice of funding a project or venture by raising monetary contributions
from a large number of people, today often performed via internet-mediated registries, but the
concept can also be executed through mail-order subscriptions, benefit events, and other
methods. Crowdfunding is a form of alternative finance, which has emerged outside of the
traditional financial system.
The crowdfunding model is based on three types of actors: the project initiator who proposes the
idea and/or project to be funded; individuals or groups who support the idea; and a moderating
organization (the "platform") that brings the parties together to launch the idea. In 2013, over $5.1
billion have been raised via crowdfunding worldwide.
Nowadays the practice of crowdfunding is also seen in Armenia reality and market, presents by
Fundr.am

FUNDR.AM
Fundr.am is a crowdfunding portal where people connect to give advice and raise funds, and to
contribute to the development of Armenia. The portal’s goal is to make the latter a community, a
go-to venue for crowdfunding in Armenia.
Fundr.am connects people, who want to give, and people, who need support to do a project, start
a business, create art, and make an event happen. They build a pipeline for projects to shorten the
gap between the idea and the result by making the projects visible.
The team of Fundr.am tries to convert a contribution to an Armenian project into a transparent,
accountable and effortless experience by screening applications, monitoring progress, and
reporting the results online.
It is very easy to access. The primary objective is to connect inventors with a huge group of people
who want to make Armenia a better place to live. So, the vision of the company is to make Armenia
a better place to live, create, and do business.
The shareholder of Fundr.am is SEF International, a World vision microfinance, one of the
pioneers of crowdfunding in Armenia. So Fundr.am is working both with donor organizations and
people who seek funds.
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According to the data provided by fundr.am, overall are only 172 users of the portal. They all are
registered on the website and have their personal logins and passwords. 43 people and
organizations are the beneficiaries of the fundr.am, they have sent their business ideas to get
funding for their start-ups. But only few of those ideas were relevant and have been posted on the
website. The business ideas are quite different from each other and represent different spheres of
business world. And, unfortunately only 1 has succeeded and was able to collect required amount
of money for starting the business.

PROBLEMS
Like every company, Fundr.am also needs customers, to properly operate. In Armenian market
we can state that the Fundr.am does not have so many competitors (main ones are One Armenia
and Boost Bloom), hence it should be easier for the company to find its market. However, there is
another issue. There is a lack of information dissemination among potential beneficiaries so the
company and the project itself is not known in the market. People are not aware of such an
opportunity and hence they do not apply. So the company is not able to raise the brand awareness.
There are enough investors, but lack of participants. Since now, only 12 groups applied for
funding, however only one of it had the realistic project and business model.
Another great issue is that there is not separate team working in Fundr.am. This project is like a
supplementary job of some SEF International team members. Which make both overall work and
implementation of separate projects quite difficult.
We have conducted a sociological survey that will let us explore the usage of customers, their
attitude, and awareness of the website. Survey was conducted via an on-line geostationary of 13
questions, consisted both strict and open ended questions. 240 people participated in the survey
which is considered to be a representative amount of respondents. Survey was done both in
Yerevan and in the other regions of Armenia, cooperating with International Organization of
Armenia, and conducting field survey with their researcher. The survey results give us information
about whether the market needs such a website or not, also reveal the characteristics of the demand
of such a platform in Armenia, find out supply and demand relationship, and finally steps that will
improve the value and the usage of the website in Armenia.
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SURVEY RESULTS
The described survey has 240 observations. The target group of the survey were mainly people
who are interested in creating something new, establishing new business or are already in the stage
of the development of their projects.
Figure 1. Male/Female proportion

Firstly, the survey intended to find out the demographical features of the respondents. Out of 240
respondents 65.8% were females, and 34.2% were males.
Figure 2. Age of respondents

The pie chart above indicates that the most interested people in the topic are young people of 2025 years old, which comprise more than half (52.1%) of our respondents. The second large group
are people of 26-45 years old, which comprise 30.4% of the survey participants. 12.9% of
respondents were teenagers. Overall, we can obviously see from the chart that the target for
Fundr.am are people under 45, particularly the first group. This is not surprising, since these are
people who are young, energetic, full of new ideas and willingness to create something new, but
5

they are in the beginning stage of their career, so they cannot fund their projects by themselves
and are looking for different fundraising opportunities.
Figure 3. Occupation of respondents

Considering the fact that the target people is youth, it is not surprising that they are either working
or still studying or both of them. So the main group of responders and people who are interested in
fundraising are occupied people, with both work and studies.
Figure 4. Current occupation field

We can see from the chart above that the dominating fields of operation of our respondents are IT,
Marketing, Finance and Education with proportions of19.8%, 16%, 32.5% and 16% respectively.
So the most part of the people will definitely start their business in those spheres, spheres which are
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currently developing in Armenia, and definitely need assistance.
Figure 5. Willingness to initiate a business (Yes/No)

The participants of the survey were also asked about their willingness to start a business and
invest some money in Armenia. About 75% of the survey participants stated that they are
planning to start a business. It’s quite a definite number, and it means that they can be potential
beneficiaries of fundr.am.
Figure 6. Field of the future business

The main fields, within which participants are willing to start a business are IT (25,5%), trade
(24,1%) and manufacturing (21,8%). Other common spheres include marketing (16,2%),
finance (17,1%), tourism (15.7%), education (13%) and design (15,7%). People were relatively
less interested in starting a business in the field of art (6,9%), logistics (3.7%) etc.
The main fields, within which participants are willing to start a business are IT (25,5%), trade
(24,1%) and manufacturing (21,8%). Other common spheres include marketing (16,2%),
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finance (17,1%), tourism (15.7%), education (13%) and design (15,7%). People were relatively
less interested in starting a business in the field of art (6,9%), logistics (3.7%) etc.
Figure 7. Investment demand

The pie chart above demonstrates the starting fund that the research participants need in order to
establish their business. Most people need money for their businesses in the interval of 1001$5000$ and 5001$-10000$ with proportions of 31,7% and 21,1% respectively. The demand for
money less than 1000$ is not remarkable. As regards investments higher than 10000$, they
comprise almost 40% of the overall demand.
Figure 8. Fundraising preferences
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17.7% of the respondents are planning to finance their future business via crowdfunding. This is
even more than expected since the notion of crowdfunding is not widely spread in Armenia. People
are used to finance their activities via loans, the evidence of which is their willingness to apply for
a loan (26.3%). 37.8% of the participants are planning to finance their initiatives via their own
money. However, if the crowdfunding mechanism starts working effectively and obtains a
common character, there is a high probability that more people will trust such portals and try it as
a fundraising opportunity.
Figure 9. Awareness of crowdfunding organizations- yes/no

About half of the respondents are aware what crowdfunding is and about the existence of such
type of organizations, the other half - are not.
But we can notice that the half of responders of not having notion about crowdfunding are people
from villages, where there is a possibility and necessity of smell business and certainly funding of
those business.
Figure 10. Awareness of crowdfunding organizations

9

More than 60% of respondents know about the best practices of the successful websites in this
field, such as Indiegogo and Kickstarter which are used to help bringing creative and valuable
projects to life. As regards the platforms in Armenia, 24.8% of participants stated that they know
One Armenia. Boost Bloom does not seem to be as known as One Armenia.
Figure 11. Applied/did not apply to a crowdfunding portal

Only 2.1% of our respondents has ever applied to a crowdfunding portal to raise funds for their
businesses. 1 person applied to Indiegogo. This occurred maybe because of lack of such practices
and successful projects in Armenia, also because of lack of detailed information of such
opportunity.
Figure 12. Reasons for not applying to fundr.am

10

70,6% of respondents stated that the lack of information can be the reason why they can avoid
applying to fundr.am to raise funds. Lack of trust is the other reason (19,8%). The website of
fundr.am does not seem to be extremely comfortable and simple, but the survey results state that
it is not a great obstacle.

MULTINOMIAL LOGISTIC REGRESSION: CROWDFUNDING DEMAND AND
ITS DETERMINANTS RELATIVE TO OTHER INVESTMENT SOURCES
Above we have represented the descriptive statistics of our survey, which aimed to reveal the
demand for crowdfunding in Armenia. Now we want to reveal the demand for crowdfunding as
business fundraising source compared to alternative ways of raising money, such as loans,
international investments, own resources and the demand determinants. According to our survey,
the major sources from which people tend to obtain investments for their business purposes are
the following ones: crowdfunding=1, international investments=2, loans=3, own resources=4 and
those who do not know yet=5 (these are the categories of the response variable
investment_source). In order to reveal the relationships between several factors and investment
source choice a multinomial logistic regression has been implemented. Multinomial Logistic
Regression is the linear regression analysis to conduct when the dependent variable is nominal
with more than two levels. The data were collected from people who were interested in business
(number of observations=231), were planning to initiate a business or develop an existing one and
needed investments for their realization. The explanatory variables are gender (male, female), age
(up to 20, 21-25, 26-45, 46 and more), occupation type (study, work, none), occupation field
(education, finance, IT, marketing, other services, other), planning to create a new business (yes,
no, do not know), the field of new business (education, finance, IT, manufacturing, tourism, trade,
other services, other, do not know), the amount of investment needed (up to $1000, $1001-$5000,
$5001-$10000, $10001-$15000, $15001 and more) and obstacles for applying to Fundr.am for
crowdfunding purpose (lack of information, mistrust, non-user-friendly website and other) All
these variables have been converted into dichotomous ones with binary values: 1 and 0 (1-when
the response corresponds to the option, the indicator variable represents, 0-if does not correspond).
We have chosen the most common categories as the reference groups to compare other categories
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with them for explanatory variables. For the dependent variable we have chosen “crowdfunding”
as the reference group, since it is the category under interest (although it is not the most common
category). In this paper we are going to interpret the coefficients in terms of relative risk ratios
(RRR).
The model contains all the indicator variables which contain at least 1 significant category.
Output 1: EducField - This is the relative risk ratio comparing Educational field representative
to Finance field representatives (reference group, which has been omitted from the regression) for
International Investments source selection relative to crowdfunding source selection given that the
other variables in the model are held constant. For those in Educational field compared to Finance
field representatives, the relative risk for International Investments source selection relative to
crowdfunding source selection would be expected to increase by 12.7 times given the other
variables in the model are held constant. In other words, we can state that the likelihood of
choosing International compared to crowdfunding choice for those in FinanceField is 12.7 times
more than for those in Educational_Field.
For International Investments source selection relative to crowdfunding source selection, the z test
statistic for the predictor EducField is 2.02 with an associated p-value of 0.043. If we set our alpha
level to 0.05, we would reject the null hypothesis and conclude that the difference between
EducField and FinanceField has been found to be statistically different for International
investments source selection relative to crowdfunding source selection, given that other
variables are in the model.
Marketing_Field – Similarly, we can conclude from the regression results that people in
FinanceField tend to apply to international rather than crowdfunding companies for fundraising
purposes 15 times more than those in Marketing_Field.
NewBusEduc - This is the relative risk ratio comparing those who intend to create a business in
educational field to those in IT field (reference group, which has been omitted from the regression)
for International Investments source selection relative to crowdfunding source selection given that
the other variables in the model are held constant. For those in NewBusEduc field compared to
those in NewBusIT field, the relative risk for International Investments source selection relative
to crowdfunding source selection would be expected to decrease by 0.04 times given the other
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variables in the model are held constant. In other words, we can state that the likelihood of
choosing International compared to crowdfunding for those in IT field of new business would be
expected to decrease by a factor of 0.04 times than for those in NewBusEduc.
NewBusFinance - we can be 95% confident that the likelihood of choosing International rather
than crowdfunding for those in NewBusIT field would be expected to decrease by a factor of 0.32
times or 3.2% compared to those in NewBusFinance, other factors held constant.
NewBusTourism - we can be 95% confident that the likelihood of choosing International for
those in NewBusIT field would be expected to decrease by a factor of 0.028 times or 2.8%
compared to crowdfunding choice compared to those in NewBusTourism, other factors held
constant.
NewBusTrade - we can be 95% confident that the likelihood of choosing International for those
in NewBusIT field would be expected to decrease by a factor of 0.021 times or 2.1% compared to
crowdfunding choice compared to those in NewBusTrade, other factors held constant.
Similar conclusions can be made for the manufacturing field, other field, and other services field.
Investment_upto_$1000- This is the relative risk ratio comparing those who need investment up
to $1000 for their business to those who need $1001-$5000 (reference group, which has been
omitted from the regression) for International Investments source selection relative to
crowdfunding source selection given that the other variables in the model are held constant. For
those in first interval compared to those in the second one, the relative risk for International
Investments source selection relative to crowdfunding source selection would be expected to
increase given the other variables in the model are held constant. In other words, we can state that
those people who need up to $1000 investments are more prone to applying to international for
investments rather than to crowdfunding compared to those who need $1001-$5000 investment
amount. This can be explained by the fact that people do not expect to acquire high amounts of
money from crowdfunding source and rely more on international organizations.
ObstacleMistrust - This is the relative risk ratio comparing those who may refuse to apply to
fundr.am for crowdfunding because of mistrust to those who will do that because of lack of
information (reference group, which has been omitted from the regression) for International
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Investments source selection relative to crowdfunding source selection given that the other
variables in the model are held constant. For those in first category compared to those in the second
one, the relative risk for International Investments source selection relative to crowdfunding
source selection would be expected to increase by 7 times, given the other variables in the model
are held constant. In other words, we can state that the those who do not apply to fundr.am because
of lack of information compared to mistrust are more likely to apply for international investments
rather than crowdfunding.
In the output 2 the loan choice has been compared to crowdfunding choice based on the
characteristics of other independent variables. From this table we can estimate that
 Males are less likely to choose crowdfunding as the source of fundraising than applying for
loans.
 Young people of 20-25 years old are 9 times more likely to choose loans rather than
crowdfunding compared to teenagers, which is logical, since at that age people can take more
responsibility, can have resources to assure the banks that they will be able to return the loans.
Crowdfunding does not require such strict conditions.
 Moreover, those people who need investment up to $1000 are 7 times more likely to apply for
crowdfunding compared to loans, than those who need $1001-$5000.
In the output 3 the own resources choice has been compared to crowdfunding choice based on the
characteristics of other independent variables. From this table we can estimate that
 Those who neither work nor study are significantly less likely to invest own money in the
business, they will rather apply for crowdfunding, if necessary, compared to those who work.
This is logical, in the sense that working people can gather some amount of money and invest
in business, compared to those who does not have stable income.
 Those in the age group of 26-45 years old are more likely to invest own money in business
rather than apply to crowdfunding. A possible explanation to this can be the fact that they
already have acquired a certain amount of wealth which they can use for business investments.
 Moreover, those people who need investment up to $1000 are more likely to apply for
crowdfunding compared to own resources, than those who need $1001-$5000.
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CONCLUSIONS
1. This analysis implies that the main reason for not applying (low demand) to fundr.am is the
lack of information. Hence, fundr.am needs to implement a marketing campaign in order to
raise the awareness about such opportunity among the interested people.
2. The analysis suggests the characteristics of the main target people who are more likely to
apply to fundr.am for fundraising purposes. Thus it can implement its marketing activities
directed towards them. For instance, for advertisement in Facebook social media page it can
choose the main characteristics of potential appliers and boost the effectiveness of ads by
narrowing the segment. Or it can send specific mailing offers special to certain field
representatives corresponding to the special requirements of investors.
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Output 1. The results of Multinomial Logistic Regression model: Base outcome – Crowdfunding, Reference
group – International organisations’ investments
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Output 2. The results of Multinomial Logistic Regression model: Base outcome – Crowdfunding, Reference
group – Loans
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Output 3. The results of Multinomial Logistic Regression model: Base outcome – Crowdfunding, Reference
group – Own Resources
Note: This table reports results from Multinomial Logistic Regression model estimated on the dataset based on the survey, which aimed to reveal
the demand for different crowdfunding sources. Dependent variable – Source of investment. Base outcome – Crowdfunding source for investments.
Reference group – Own Resources. Explanatory variables - gender (male, female), age (up to 20, 21-25, 26-45, 46 and more), occupation type
(study, work, none), occupation field (education, finance, IT, marketing, other services, other), planning to create a new business (yes, no, do not
know), the field of new business (education, finance, IT, manufacturing, tourism, trade, other services, other, do not know), the amount of
investment needed (up to $1000, $1001-$5000, $5001-$10000, $10001-$15000, $15001 and more) and obstacles for applying to Fundr.am for
crowdfunding purpose (lack of information, mistrust, non-user-friendly website and other) All these variables have been converted into
dichotomous ones with binary values: 1 and 0 (1-when the response corresponds to the option, the indicator variable represents, 0-if does not
correspond). All the variables have their reference groups with which the comparisons are made.
Note that many categories have insignificant p-values even in 10% significance level, but they are present in the model, since at least one of the
categories of the independent variables has a significant result in one of the comparisons.
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