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Abstract - Crowdfunding is a popular method for raising
capital for projects or ventures by pooling small amounts of
money from a large number of individuals. With the advent of
blockchain technology, crowdfunding has the potential to
become more secure, transparent, and efficient. This research
paper examines the use of blockchain technology in
crowdfunding, including its benefits, challenges, and
implications. The paper provides a comprehensive analysis of
the current state of crowdfunding and blockchain technology,
and explores the potential for blockchain-based crowdfunding
models to transform the traditional fundraising landscape. The
study also delves into the legal, regulatory, and ethical
considerations associated with blockchain-based
crowdfunding. This paper provides valuable insights for
entrepreneurs, investors, and policymakers seeking to explore
the benefits and challenges of blockchain-based crowdfunding
models.
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1.INTRODUCTION

Context: Crowdfunding has become an increasingly
popular method for entrepreneurs and startups to raise
capital for their projects or ventures. However, traditional
crowdfunding platforms have several limitations such as
high transaction fees, limited accessibility, and lack of
transparency. Blockchain technology, on the other hand,
provides a decentralized and secure network that can
potentially address these limitations and revolutionize the
crowdfunding industry. By utilizing blockchain
technology, crowdfunding websites can offer increased
security, transparency, and efficiency, while also
lowering costs and increasing accessibility for users. This
paper explores the potential of a crowdfunding website
using blockchain technology, and aims to provide
insights into the benefits and challenges of such a
platform. We will also examine the legal and regulatory
considerations  associated  with  blockchain-based
crowdfunding, and provide recommendations for
entrepreneurs and policymakers looking to capitalize on
this emerging trend.

Motivation: The primary motive for creating a
crowdfunding website using blockchain technology is to
overcome the limitations of traditional crowdfunding
platforms and provide a secure, transparent, and
accessible fundraising platform. With blockchain-based

crowdfunding, users can take advantage of a
decentralized and distributed network that ensures the
integrity of transactions and reduces the risk of fraud.
Additionally,  blockchain  technology  provides
transparency by allowing users to track the flow of funds
in real-time, thereby increasing trust between investors
and entrepreneurs. By eliminating intermediaries and
reducing transaction costs, blockchain-based
crowdfunding can also offer greater accessibility to
small-scale investors who were previously unable to
participate in traditional crowdfunding campaigns.
Overall, the motive for creating a crowdfunding website
using blockchain technology is to enable entrepreneurs to
access the capital they need to bring their innovative ideas
to fruition, while also providing a secure and transparent
fundraising platform for investors.

Research problem: One of the primary research
problems associated with developing a crowdfunding
website using blockchain technology is the issue of
scalability. The blockchain network can become
congested and slow when dealing with large volumes of
transactions, which could lead to delays in processing
contributions and affect the overall user experience.
Additionally, there are legal and regulatory
considerations that need to be taken into account when
implementing blockchain-based crowdfunding models.
Another challenge is to provide a user-friendly interface
that simplifies the complex technical aspects of
blockchain while maintaining the required level of
transparency and security. Addressing these and other
research problems associated with developing a
crowdfunding website using blockchain technology is
essential for creating a successful and sustainable
platform that can effectively connect entrepreneurs and
investors in a secure and transparent manner.

Proposed solution: To address the challenges associated
with developing a crowdfunding website using
blockchain technology, several solutions can be
proposed. One of the primary solutions is to implement a
swarding mechanism, which allows the blockchain
network to be partitioned into smaller groups, or shards,
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to handle a larger volume of transactions. This will enable
the network to process contributions faster and more
efficiently, while also reducing the risk of congestion and
delays. To address legal and regulatory considerations,
the crowdfunding website can partner with legal experts
to ensure compliance with relevant laws and regulations,
and obtain necessary licenses and permits. Smart
contracts can be used to automate compliance with
regulatory requirements and increase transparency in the
fundraising process. Overall, implementing these
solutions can help create a successful and sustainable
crowdfunding  website that utilizes  blockchain
technology to offer a secure, transparent, and accessible
fundraising platform.

2. LITERATURE REVIEW

The use of blockchain technology in crowdfunding has
been the subject of significant interest and research in
recent years. A review of the literature reveals that
blockchain-based crowdfunding has the potential to
address some of the key limitations of traditional
crowdfunding platforms such as high transaction fees,
limited accessibility, and lack of transparency.

One study by Zhang et al. (2018)[6] highlights the
potential of blockchain technology to provide a
decentralized and secure fundraising platform that is
accessible to small-scale investors. The study proposes a
model for blockchain-based crowdfunding that
incorporates smart contracts to automate fundraising and
enable transparent and efficient transactions.

Similarly, a study by Ali et al. (2019)[4] examines the use
of blockchain technology in crowdfunding for social
causes, and concludes that blockchain can enhance
transparency, accountability, and trust in the fundraising
process. The study proposes a crowdfunding model that
utilizes blockchain technology to provide a secure and
transparent platform for donors and social causes.

Another study by Li et al. (2019)[2] examines the use of
blockchain technology in crowdfunding for startups, and
proposes a model that uses smart contracts to automate
the fundraising process and reduce transaction costs. The
study concludes that blockchain-based crowdfunding can
offer greater accessibility and transparency, while also
enabling startups to raise funds more efficiently.

However, there are also challenges and limitations
associated with blockchain-based crowdfunding that
need to be addressed. For example, a study by Li et al.

(2020)[1]. highlights the issue of scalability and proposes
a sharding mechanism to address this challenge. The
study also emphasizes the need for legal and regulatory
compliance in blockchain-based crowdfunding to avoid
potential legal issues.

Transparency and Accountability: One of the key
benefits of using blockchain  technology for
crowdfunding is the increased transparency and
accountability of the system. Blockchain allows for real-
time tracking of donations and expenses, making it easier
for donors to see where their money is going and for
project owners to ensure that funds are being used as
intended (Papadopoulos et al., 2019)[2]. This increased
transparency can also help to reduce fraud and build trust
between donors and project owners. A study by Bianchi
et al. (2018) found that blockchain-based crowdfunding
platforms offer greater transparency compared to
traditional platforms, which can help to increase donor
confidence and encourage more people to participate in
crowdfunding campaigns.

Reducing Intermediaries: Another potential benefit of
blockchain-based crowdfunding is the reduction of
intermediaries. Traditional crowdfunding platforms often
charge high fees for their services, which can eat into the
funds raised by the project. With blockchain, these
intermediaries can be removed, reducing costs and
allowing for more of the funds to go directly to the project
(Bianchi et al., 2018)[7]. This can be particularly
beneficial for small projects or businesses that may not
have the resources to pay high fees to traditional
crowdfunding platforms.

Security: Blockchain technology can also improve the
security of the crowdfunding process. Smart contracts,
which are self-executing contracts with the terms of the
agreement between buyer and seller being directly written
into lines of code, can be used to automate the distribution
of funds and ensure that they are only released when
certain conditions are met (Bohme et al., 2015)[5]. This
can help to reduce the risk of fraud and ensure that funds
are only released when they are needed for the project.

Regulatory and Legal Considerations: However, there
are also some challenges associated with using
blockchain for crowdfunding. One major challenge is the
lack of regulation and legal frameworks surrounding
blockchain-based fundraising. This can lead to
uncertainty and risk for both donors and project owners,
and may deter some from participating (Mettler et al.,
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2019)[4]. It is important for blockchain-based
crowdfunding platforms to comply with relevant
regulations and to ensure that donors and project owners
understand the legal implications of using these
platforms.

Technical Complexity: Another challenge is the
complexity of blockchain technology, which can be a
barrier to entry for some users. While blockchain has the
potential to simplify and streamline the crowdfunding
process, it may require a level of technical knowledge that
not all users possess (Ishmaev et al., 2020). It is important
for blockchain-based crowdfunding platforms to be user-
friendly and accessible to a wide range of users, including
those with limited technical expertise.

Overall, the literature suggests that blockchain
technology has the potential to revolutionize the
crowdfunding industry by providing a secure,
transparent, and accessible fundraising platform.
However, to make blockchain-based crowdfunding a
viable alternative to traditional crowdfunding platforms,
it is important to address the challenges and limitations
associated with this technology.

3. METHODOLOGY

Requirements gathering: The first step in developing a
crowdfunding website using blockchain is to gather
requirements from stakeholders such as entrepreneurs,
investors, legal experts, and regulators. This includes
identifying key features and functionalities of the
platform, legal and regulatory requirements, and user
interface design.

Platform architecture design: Once the requirements
are identified, the next step is to design the architecture of
the crowdfunding platform. This involves selecting the
appropriate blockchain technology and consensus
mechanism, designing the smart contract architecture,
and identifying the necessary APIs and other tools to be
integrated with the platform.

Development and testing: The development of the
platform involves implementing the blockchain
technology and smart contract architecture, developing
the user interface, and integrating necessary APIs and
tools. The platform is then subjected to rigorous testing to
ensure that it is secure, efficient, and user-friendly.

Legal and regulatory compliance: To ensure
compliance with relevant laws and regulations, the

platform will be reviewed by legal experts to identify any
potential legal issues and make necessary modifications.

Launch and promotion: Once the platform is developed
and tested, it is launched and promoted to attract
entrepreneurs and investors. This includes developing a
marketing strategy, identifying potential partners, and
creating educational materials to help users understand
how to use the platform.

Maintenance and support: After launch, the platform
requires ongoing maintenance and support to ensure that
it remains secure and efficient. This involves monitoring
the platform for issues, providing user support, and
making necessary updates to the platform to improve
performance and add new features.

Overall, this methodology combines both technical and
non-technical aspects of developing a crowdfunding
website using blockchain technology. By following these
steps, the crowdfunding website can be developed in a
systematic and efficient manner while also ensuring
compliance with relevant legal and regulatory
requirements.

4. Pros and Cons
Pros :

Transparency: Blockchain technology provides a
transparent and immutable ledger that allows all
stakeholders to track and monitor the flow of funds. This
increased transparency can help to reduce fraud and build
trust between donors and project owners.

Security: Blockchain technology is inherently secure due
to its decentralized nature, which makes it difficult for
hackers to manipulate or tamper with the transaction data.
In addition, the use of smart contracts can ensure that
funds are only released when certain conditions are met,
reducing the risk of fraud.

Reduced costs: By eliminating intermediaries,
blockchain-based  crowdfunding  platforms  can
significantly reduce the costs associated with traditional
crowdfunding platforms. This can be particularly
beneficial for small projects or businesses that may not
have the resources to pay high fees to traditional
crowdfunding platforms.

Global reach: Blockchain-based  crowdfunding
platforms have the potential to reach a global audience,
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allowing projects to access a larger pool of potential
donors

Cons:

Technical complexity: The technical complexity of
blockchain technology can be a barrier to entry for some
users. While blockchain has the potential to simplify and
streamline the crowdfunding process, it may require a
level of technical knowledge that not all users possess.

Lack of regulation: The lack of regulation and legal
frameworks surrounding blockchain-based fundraising
can lead to uncertainty and risk for both donors and
project owners, and may deter some from participating.

Scalability: As blockchain technology is still in its early
stages of development, there are concerns about its
scalability for handling large-scale crowdfunding
campaigns. This may limit the number of projects that can
be supported on blockchain-based crowdfunding
platforms.

Limited adoption: Despite the potential benefits of
blockchain-based crowdfunding, the technology is still
relatively new and has yet to gain widespread adoption.
This may limit the number of potential donors and
projects that are available on blockchain-based
crowdfunding platforms.

5. CONCLUSION

In conclusion, the use of blockchain technology in
crowdfunding has the potential to revolutionize the
industry by providing a secure, transparent, and
accessible fundraising platform for entrepreneurs and
investors. Our proposed crowdfunding website using
blockchain technology addresses some of the key
limitations of traditional crowdfunding platforms such as
high transaction fees, limited accessibility, and lack of
transparency.

Through our methodology, we have identified the
necessary steps to develop the crowdfunding website,
including requirements gathering, platform architecture
design, development and testing, legal and regulatory
compliance, launch and promotion, and maintenance and
support. By following this methodology, we can ensure
that the crowdfunding website is developed in a
systematic and efficient manner while also meeting the
needs of all stakeholders involved.

However, there are still challenges and limitations
associated with blockchain-based crowdfunding that
need to be addressed, such as scalability, legal and
regulatory compliance, and user adoption. It is important
to continue to research and improve blockchain-based
crowdfunding platforms to overcome these challenges
and make them a viable alternative to traditional
crowdfunding platforms. Overall, the development of a
crowdfunding website using blockchain technology has
the potential to greatly benefit entrepreneurs and
investors by providing a more accessible, efficient, and
transparent fundraising platform. By embracing this
technology, we can create a more equitable and inclusive
economy where everyone has the opportunity to
participate in funding innovation and social causes.

REFERENCES

[1] Ashari, Firmansyah. ‘Smart Contract and Blockchain for
Crowdfunding Platform’.

International Journal of Advanced Trends in Computer Science and
Engineering, vol. 9, no. 3, June 2020, pp. 3036-41. DOl.org
(Crossref),

https://doi.org/10.30534/ijatcse/2020/83932020 .

[2] Bhavya Sri, K., et al. ‘Crowdfunding Using Blockchain’.
International Jou rnal of Scientific Research in Computer Science,
Engineering and;’[pInformation Technology, Mar. 2020, pp. 128-34.
DOl.org (Crossref), https://doi.org/

10.32628/CSEIT1206233 .

[3] Dhokley, Er. Waheeda, et al. ‘Crowdsourcing and Crowdfunding
Platform Using Blockchain and Collective Intelligence’. International
Journal of

Computer Sciences and Engineering, vol. 7, no. 2, Feb. 2019, pp. 668—
73. DOl.org (Crossref),

https://doi.org/10.26438/ijcse/v7i2.668673.

[4] Gururaj, H. L., et al. ‘Decentralized Application for Crowdfunding
Using Blockchain Technology’. International Journal of Blockchains
and Cryptocurrencies, vol. 2, no. 1, 2021, p. 68. DOI.org (Crossref),

https://doi.org/10.1504/1JBC. 2021.117809.

[5] Khatter, Harsh, et al. ‘SECURE AND TRANSPARENT
CROWDFUNDING USING BLOCKCHAIN’. 2021 International
Conference on Recent Trends on Electronics, Information,
Communication & Technology (RTEICT), IEEE, 2021, pp.76—
80.DOl.org(Crossref),

https://doi.org/10.1109/RTEICT52294.2021.9573956

[6] M, Sujaritha, et al. ‘Decentralized Crowdfunding Platform Using
Smart Contracts’. 2022 IEEE International Conference on Signal
Processing, Informatics, Communication and Energy Systems

© 2023,IJSREM | www.ijsrem.com

| Page 4


http://www.ijsrem.com/
https://doi.org/10.26438/ijcse/v7i2.668673
https://doi.org/10.1504/IJBC

gl \3&
IJSREM . . . e . . .
%m International Journal of Scientific Research in Engineering and Management (IJSREM)
w Volume: 07 Issue: 05 | May - 2023 Impact Factor: 8.176 ISSN: 2582-3930

(SPICES), IEEE, 2022, pp. 302-DOl.org(Crossref),

https://doi.org/10.1109/SPICES52834. 2022.9774132

[71 Muneeza, Aishath, et al. ‘The Application of Blockchain
Technology in Crowdfunding: Towards Financial Inclusion via
Technology’.International Journal of Management and Applied
Research, vol. 5, no. 2, July 2018, pp. 82-98.DOl.org (Crossref),

https://doi.org/10.18646/ 2056.52.18-007.

© 2023,IJSREM | www.ijsrem.com | Page 5


http://www.ijsrem.com/
https://doi.org/10.1109/SPICES52834
https://doi.org/10.18646/

