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Crowdfunding is a way of funding a project 
or venture by raising small amounts of 
money from a large number of people –  
the crowd – to reach a predetermined target.

The most exciting, fair and rewarding  
way to raise finance, crowdfunding creates 
opportunities where traditional banks  
and institutional investors can’t or won’t.

 
Is It worth It?

If you prepare well, market properly and have 
an idea or venture that will inspire interest 
and passion in people, then absolutely. 
Crowdfunding is unique because anyone can 
use it to fund almost anything, within reason. 

So it doesn’t matter if you’re a stationery 
business expanding your pen and paper 
empire, a children’s charity raising money  
for a day out to the seaside, or a student with  
a great design for a pair of self-lacing shoes, 
crowdfunding offers a fair and democratised 
way to raise the funds you need.

A little context

WhAt is  
croWd 
funding?
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It comes  
wIth other  
benefIts too… 

It costs nothIng 
Other than the time and resource you spend 
creating your crowdfund campaign, it won’t 
cost you a penny until you’re successful, and 
even then CrowdShed will only take a 4.5% fee. 

 It decreases rIsk 
Crowdfunding is a great way to test the 
feasibility of your venture’s commercial 
appeal without committing funds in advance 
to development, testing or manufacture. 

 It creates an audIence 
You can build a buzz and validate your idea 
during your crowdfund, so when you’re 
funded and launching your venture you 
already have an interested customer base.
 
It gIves you control 
It’s your company, and you want to keep 
creative control of what you’re doing – 
crowdfunding lets you do just that. 

  
 
 
 
It Increases reach 
With increased and repeated exposure 
to your and our social networks and 
communities, your project will reach 
a wider, more diverse audience that 
may increase your customer base.

Crowdfunding  
is unique  

beCause anyone 
Can use it to 
fund almost 

anything.
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There are four recognised types of 
crowdfunding that offer different benefits 
for both project creators and funders. 

CrowdShed currently offers reward and 
donation-based funding, but we’ll introduce 
loan and equity-based funding in early 2015.

Let’s break down and explain these 
four types of crowdfunding…

 
rewards
 
donatIon
 
Loans 
 
equIty

types of  
croWd 
funding
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Reward-based crowdfunding involves a 
project creator offering a reward to anyone 
who funds their campaign. Different rewards 
can be set for different funding amounts, and 
you can set the levels and rewards yourself.

an exampLe  

James wants to shoot a film he’s 
written, and needs £15,000 to employ 
actors, rent equipment and pay for 
editing, post-production and marketing. 
He decides to create a reward-based 
crowdfund with four reward levels.

Level 1 
 Donate £25 and you’ll get a first copy of 
the film, signed by the cast and crew.

Level 2 
 Donate £100 and you’ll get the level 
1 reward, plus a visit to the set and 
two tickets to the premiere.

Level 3
 Donate £500 and you’ll get the level 1 
and 2 rewards, plus a producer credit.

Level 4 
 Donate £1000 and you’ll get the level 1, 2 
and 3 rewards, plus a small role in the film. 

 James can determine how many of each 
reward level he wants to offer to hit his 
target. So in this case he could offer:

 
80x Level 1 rewards = £2,000 
40x Level 2 rewards = £4,000 
10x Level 3 rewards = £5,000 
4x Level 4 rewards = £4,000 

            Total  = £15,000

 
 reWArds
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Donation-based crowdfunding is often 
lumped together with reward-based funding, 
but has a significant difference – people 
fund simply because they believe in the 
cause and expect nothing in return. 

So, as its name suggests, donation 
crowdfunding is a form of charity, and  
can be started by anyone from a marathon 
runner looking for sponsorship to a 
community hoping to raise funds to  
refurbish a local youth centre, or a big 
charity or organisation looking to fund 
something high profile for the greater good.

Funders often have a personal motivation  
for putting their money in and expect nothing 
back, except perhaps the feel-good factor 
of contributing to a cause they believe in. 

A little context

donAtions



www.crowdshed.com
© CrowdShed 2014

Section name 11

Also called debt-based crowdfunding or peer-
to-peer lending, loans does exactly what the 
name implies. Funders of a project or venture 
receive their initial money back with interest, 
usually at a preferential rate to traditional high 
street banks and other forms of investment. 

Although returns are financial, funders 
also enjoy the benefit of investing in a 
venture they believe in. Remember though, 
these investments are not secured, so the 
payback of a higher return on an investment 
is the added risk that a venture may not 
succeed and the funder’s money lost.

CrowdShed will be introducing loan-based 
crowdfunding in early 2015. If you want to 
know more about how we can help with your 
project or venture, or to book a place in one 
of our workshops or ShedTalks to understand 
how loans-based crowdfunding works, 
just say hello at the end of this chapter. 

loAns
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Last but by no means least is equity-
based crowdfunding. Here, people fund 
a business, project or venture in return 
for equity or shares in that business. 

As with loans-based crowdfunding, the value 
of these shares is not secured and can go 
down as well as up depending on whether 
the business, project or venture is successful. 

CrowdShed will be introducing equity-based 
crowdfunding in early 2015. If you want to 
know more about how we can help with your 
project or venture, or to book a place in one 
of our workshops or ShedTalks to understand 
how equity-based crowdfunding works, 
just say hello at the end of this chapter.

eQuity
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The UK crowdfunding market may be 
small in global terms, but it’s growing 
fast and bringing with it a significant 
economic shot in the arm to Britain.

Entrepreneurs, charities and businesses  
are increasingly looking for new ways to find 
funding and for new opportunities to invest 
in innovative enterprises. Recent figures 
show rewards and equity funding gaining 
more and more momentum, with the first 
three months of 2014 showing startling 
growth of more than 160% that’s contributed 
more than £9 million to the UK economy.

In August 2014, London was named the 
crowdfunding capital of the world by 
The Crowdfunding Centre, outstripping 
San Francisco and New York for the 
title. The capital saw more than 250,000 
crowdfunding projects created between 
January and July of  2014, contributing 
to the UK’s growing presence as it 
challenges America’s dominance.

Exciting times then!

uK 
croWd 
funding

thecrowdfundingcentre.com
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What’s interesting and encouraging to 
see is the diversity of applications for 
crowdfunding in the UK. Donation and 
reward-based funding dominates, 
as we would expect, but there’s also 
significant year-on-year growth for loans 
and equity-based funding types. 

CrowdShed will offer all four types of 
crowdfunding because we’re confident  
that each will experience rapid growth, 
fuelled by suitable economic conditions  
and increasing consumer confidence.  
Clear legislation, growing awareness, a 
strengthening economy… and this is only 
the beginning. Crowdfunding is here to stay.

 
Government support
 
Crowdfunding is a truly inclusive 
alternative to traditional capital raising 
and is also highly beneficial to a growing 
economy. It creates jobs in the businesses 
that get funding, delivers tax revenue 
from these new businesses and also 

helps good causes and community 
projects find new sources of funding. 

So it’s hardly surprising that politicians are 
now actively embracing crowdfunding and 
the opportunities it can help turn into reality.
 
Crowdfunding has been moving up the 
political agendas of all the mainstream 
parties and as a part of this, CrowdShed is 
actively lobbying government and providing 
input to politicians on crowdfunding 
benefits and regulation. We want to help 
ensure a bright future for the industry. 

Central to this has been our contact with 
the Department for Business, Innovation 
and Skills and the Technology Strategy 
Board. We also have representation on the 
Westminster Crowdfunding Forum, an all-
party group set up by Barry Sheerman, MP.
 
The Financial Conduct Authority’s new 
investment-based crowdfunding rules came 
into action in April 2014, giving greater 
credibility to this emerging industry. 

59%

91%

309m

£1.74 billion
(excluding donation-based 
p2p charitable fundraising)

2011

492m

2012

939m

2013

aVerage
growth  

rate 75%
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And while there are some contentious 
points among them, we think the rules 
are fair and it’s positive that they’re 
being reviewed. It’s clear the regulator 
wants to see crowdfunding work 
effectively and the protection of investors 
(funders as we like to call them) must 
be paramount. After all, without the 
crowd there could be no investment! 

Nonetheless, we’re pressing for a revision 
to the legislation surrounding financial 
promotions, as this was enacted in the 
early years of the internet and prior to the 
rise of social media, which has dramatic 
implications on its enforcement.
 
In terms of tax benefits for crowdfunding, 
the government already actively supports 
enterprise with tax incentives including the 
Enterprise Investment Scheme (EIS) and 
Seed Enterprise Investment Scheme (SEIS) 
for investment into private companies. 

Peer-to-peer or crowdfunded loans can 
now be included in ISA wrappers too, 

meaning the interest payments can be 
excluded from income tax. We think there’s 
still more to be done for social investment 
though, and also for broadening the Gift 
Aid programme for registered charities 
and not-for-profit community projects. 
We’ll continue to lobby on your behalf.

CrowdShed is also a founding member 
of FinTech, a government supported 
initiative that spotlights the best in global 
financial innovation and encourages the 
growth of alternative finance in Britain.

the uK 
Crowdfunding 
marKet may be 

small in global 
terms, but it’s 
growing fast

http://www.fintechinnovationlablondon.co.uk/
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sAy hello Whether you’re looking for help 
launching and funding a project, or 
just want to know more about this 
crowdfunding thing and how we can 
help, we’d love to hear from you.

Drop us a line to sayhello@crowdshed.com  
and we’ll get back to you within a working day.

Want a face-to-face chat?

If you’d like to tell us about your project 
and see how we can help, the door to The 
Shed is always open! We live amazingly 
close to Tottenham Court Road Station and 
right behind Oxford Street, which means 
we’re really central and easy to get to. 

Drop us a line to theshed@crowdshed.com 
to book an appointment with one of 
our crowdfunding experts to get the 
ball rolling. And if you’re not in London 
it’s not a problem – we can happily 
talk it over by phone or on Skype!

The Shed, 18 Hanway Street, London, W1T 1UF


