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We have examined Jaﬁan’ s_crowdfunding approach, which is somewhat different
from that of the Western countries, by highlighting a specific crowdfunding platform (Music
Securities) and a crowdfund-backed firm (SABAR restaurant). Further, we have explored the
suitability of Japan’ s crowdfunding approach for addressing the financial needs of SMEs in
developing countries, using Bangladesh as a case. Besides, we have extensively reviewed concepts,
types, models, growth, theories and patterns of crowdfunding, and outlined some future research
directions. Moreover, we have provided some lessons on crowdfunding. We have disseminated our
research results in academic conferences and articles. Most importantly, we have written a book on
Crowdfunding: Lessons from Japan’ s Approach. Springer will publish this book in June 2018. As a
whole, our research will benefit novices, academics, researchers, and policymakers interested in
crowdfunding technology.
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It is no secret that small businesses
face severe problem in obtaining necessary
funds from the traditional sources of
finance such as commercial banks and stock
markets because they lack sufficient
assets that can be pledged as collaterals.
Besides, firms like sake brewery require
relatively long time to produce good sake
which does not match with the traditional
lending strategy of the banks. Likewise,
music companies and software firms usually
have higher uncertainties, and they do not
qualify for bank financing. To address
this problem, of late, “ crowdfunding”
(also known as “ crowd financing” or
“ crowd-sourced capital” ) has been
appeared to be a popular approach to
financing the startups and small firms in
a number of developed countries, including
Netherland, France, Germany, Australia,
Canada, Japan, UK and the USA.
Crowdfunding can be defined as a practice
of funding a startup or a small firm by
raising small amounts of money from a large
number of people utilizing online social
media such as Facebook, Twitter, LinkedIn
and other specialized blogs. This new form
of financial technology has emerged in the
wake of 2008 financial meltdown in
response to the increased difficulties
faced by the small business entrepreneurs
in obtaining funds from the traditional
banking system. The uniqueness of
crowdfunding is that it provides an
opportunity to the crowd to be more closely
involved with the entrepreneur s firm
either as an active investor or a consumer
or the both. Furthermore, it reduces
transaction costs in intermediating
finance and provides more freedom to the
entrepreneurs to the use of funds. Over a
span of six years, crowdfunding had grown
substantially across the developed world
from $0.53 billion in 2009 to $5.1 billion
in 2013, a 557% growth rate in crowdfunding
platforms against the base year
2007(Figures 1 and 2) (massolution.com,
2013).
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This spectacular growth rate in
crowdfunding has received our attention to
researching this issue in the context of
Japan. As crowdfunding is a new model of
finance, we plan to study its concepts,
models, trends and patterns, and the role
of social networks including local banks,
local governments and venture capitalists
in promoting local entrepreneurship or
regional development in Japan. We have
been further motivated to conduct the
study in this area because recently, the
Prime Minister, Shinzo Abe, and his
Cabinet Office have considered
crowdfunding ecosystem as one of the
strategies to promote regional startups
and small businesses in Japan. This
research expects to be a pioneering one in

Japan.

(1) To understand crowdfunding business
models and strategy for promoting
regional small businesses in Japan

(2) To explore the role of social networks
including local banks and local
governments that can help build a
strong crowdfunding ecosystem in
Japan

(3) To investigate the screening and
monitoring activities performed by
the crowdfunding platforms(CFPs) to
reduce investors’ moral hazards

(4) To assess the role of venture
capitalists (VCs), if incorporated in
crowdfunding, in 1increasing the
monitoring efficiency of the CFPs and
promoting regional small businesses
in Japan, and

(5) To develop a database of the
crowdfunding backed small business
firms in Japan to assist policy-making
institutions in designing a suitable
crowdfunding ecosystem.



This is exploratory research. We reviewed
theories, and extant literature and
hand-collected information through
questionnaire. Briefly, we carried out the
research objectives in the following ways.

1. Underpinned theories of
institutional and behavioral
finance and related them to
crowdfunding

2. Reviewed extant literature of
crowdfunding

3. Assessed macroeconomic variables
and financial regulations that
may have an 1impact on the
performance of  crowdfunding
industry in Japan

4. Examined trends and patterns of
crowdfunding around the globe

5. Designed questionnaires and
hand-collect information from
the crowdfunding platforms,
crowdfunding backed companies,
local banks, local governments,
and venture capital firms.

6. Attended seminars and
conferences.

7. Conducted analysis based on
secondary and hand-collected
information using sophisticated
statistical tools and models

Crowdfunding s a new concept in
market-based finance, just came up after
the US subprime mortgage crisis. We found
that crowdfunding in Japan is
proliferating although it is in an infant
stage. We revealed that crowdfund-backed
firms have an average performance
regarding return on investment. We also
revealed that the incorporation of local
banks, local governments, and venture
capitalist in the crowdfunding model could
create a new type of relationship and
convoy style of financing in Japan. We
expect that crowdfunding will fill the gap
left between microcredit and venture
capitalists, and it would not contradict
with the venture capitalists. We further
found that Japan’ s crowdfunding model
tends to be long-term and
relationship-oriented which is somewhat
different from the crowdfunding models
used in the USA and European countries.
Moreover, we explored the suitability of
Japan’ s crowdfunding approach for
addressing the financial needs of SMEs in
developing countries, using Bangladesh as

a representative case. Moreover, we wrote
a case on Sabar-

a crowdfund backed firms in Japan— to
assist  academics, researchers and
policymakers. Finally, we outlined some
future research directions. Most
importantly, we have written a book on
Crowdfunding: Lessons from Japan’ s
Approach. Springer will publish this book
in June 2018. As a whole, our research will
benefit novices, academics, researchers,
and policymakers interested in
crowdfunding technology.
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