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Abstract

Current research suggests that crowdfunding not
only serves as an alternative source of capital but also
as a flexible tool allowing start-ups to systematically
integrate a crowd into their innovation processes.
However, an adequate understanding of how start-ups
can systematically leverage the co-creation potential of
their early customers during crowdfunding is still
nascent. Against this background, the aim of this
research is to conceptualize and examine the concept
of co-creation in the context of reward-based
crowdfunding. In doing so, we distinguish it from other
methods of user integration in the realm of open
innovation and discuss how entrepreneurs can
leverage reward-based crowdfunding to engage their
customers in the development and deployment of their
product and service offerings.

1. Introduction

Crowdfunding has gained considerable popularity
in recent years [1]. Thus, more and more firms use
crowdfunding to collect money to develop their
business [2]. Recent research in the field suggests that
users of crowdfunding not only participate because of
financial interest, such as monetary return, but because
they have a strong interest in the functionality and use
of the product [3]. One type of crowdfunding that
might be particularly suitable to engage potential
customers is reward-based crowdfunding [4].

The reason for this is that compared to the other
crowdfunding types (i.e. donation-, lending- and
equity-based crowdfunding), it offers the unique
possibility to engage with potential customers.

That crowds are willing and capable to participate
in such activities is also supported by research. For
instance, Gerber et al. [5] found that one important
motive for people to participate in reward-based
crowdfunding is “to make things happen”. In a similar
vein, research suggests that campaigns that offer
supporters the possibility to participate in the
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development of a firms” products and services have
significant effects on the market success of these firms
[6].

Although the above findings provide a first hint
toward reward-based crowdfunding’s potential to
harness the crowd for a start-up’s innovation activities,
research on this topic is still embryonic. Hence, there is
very few research to date that discusses reward-based
crowdfunding with regard to its unique properties (i.e.
antecedents) that make it conducive to co-innovate
with customers. Furthermore, current research fails to
provide an adequate understanding as to how start-ups
can systematically use reward-based crowdfunding
platforms to harness the co-creation potential of early
customers for their innovation activities. Therefore, we
propose the following research question;

What constitutes the co-creation potential of
reward-based crowdfunding platforms and which
interactions and IT functionalities are needed to
leverage this potential?

Consequently, the remainder of this paper is
organized as follows: First, (section 2) we cover the
theoretical  background on crowdfunding and
crowdsourcing as well as the relevant literature on
reward-based crowdfunding. We then (section 3)
elaborate on the co-creation potential of reward-based
crowdfunding by comparing it to other co-creation
methods in the realm of open innovation. In section 4,
we describe our research approach. Based on the
framework proposed by Pedersen et al. [7], we next
(section 5) discuss what entrepreneurs need to consider
to fully leverage the co-creation potential of customers
during reward-based crowdfunding. In section 6, we
provide an overview of opportunities and challenges
with regard to co-creation in reward-based
crowdfunding. This is followed (section 7) by outlining
promising future research avenues. Finally, we end
with our conclusion (section 8).

2. Theoretical Background
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2.1 Crowdfunding in the Context of

Crowdsourcing

In the following we discuss the concept of
crowdfunding, how it relates to crowdsourcing as well
as its potential to engage customers beyond funding.

Crowdsourcing denotes an IT based mechanism to
engage crowds comprised of groups and individuals for
the purpose of completing tasks, solving problems, or
generating ideas [8]. By using crowdsourcing,
companies gain access to a diverse set of knowledge
allowing them to attain the critical resources that are
necessary to increase their competitive advantage [9,
10]. Besides crowdvoting and crowdcreation,
crowdfunding  constitutes one of the main
crowdsourcing forms [11-13]. Crowdfunding can
thereby be defined as a company’s open call to an
undefined group of individuals for the provision of
financial resources either in form of donations, in
exchange for a certain amount of shares, or in
exchange for some form of reward or voting rights [13,
14].

Crowdfunding is often used where traditional ways
of financing are not available. Within a crowdfunding
project, each supporter typically contributes a
relatively small amount of money to a certain project.
Therefore, intermediary platforms providing the
necessary technological infrastructure, are used. Based
on the reward that supporters receive in return for their
funding, four types of crowdfunding can be
distinguished: donation-based, reward-based, lending-
based, and equity-based crowdfunding [15, 16, 12].
Reward-based crowdfunding thereby differs from the
other types with regard to the benefits that investors
obtain for their financial contribution. Usually these
benefits are tangible and take the form of non-
monetary rewards such as the product that is advertised
by the campaign, mementos of the campaign, invites to
events as well as the appreciation of supporters [17].
As such, reward-based crowdfunding stays in contrast
to other types of crowdfunding that usually offer no or
non-tangible rewards (i.e. donation-based
crowdfunding) or even a monetary return (i.e. lending-
and equity-based crowdfunding).

Apart from its main function, crowdfunding seems
to hold a considerable potential beyond funding.
Schwienbacher and Larralde [13], for example,
compare crowdfunding to crowdsourcing thereby
implying that firms can use it to obtain ideas, feedback
and solutions from potential customers to then develop
and support their corporate activities. A similar view is
provided by Belleflamme et al. [14] who argue that
since crowdfunding facilitates direct interaction
between entrepreneurs and potential customer it allows
firms to call upon the crowds expertise and time. In

doing so, start-ups can use crowdfunding to actively
engage customers in a variety of tasks such as (pre-
)sale marketing, market research as well as other
activities that facilitate the co-creation of value with
their customers (e.g. user innovation and mass
customization) [18, 19].

2.2 Reward-based Crowdfunding and its
Potential beyond Funding

One type of crowdfunding that is considered
particularly suitable to leverage the crowd to generate
additional value beyond funding is reward-based
crowdfunding [20, 13, 4]. The reason for this
suitability is that reward-based crowdfunding has
certain characteristics that make it particularly
conducive to engage with potential customers.

One main characteristic of reward-based
crowdfunding is that it usually revolves around
consumer goods and services. Therefore, it is perfectly
suited to draw upon potential customers as co-creators
for a start-up’s wvalue-creation process. Another
important feature of reward-based crowdfunding is that
it is based on a preselling agreement. This means that
firms using reward-based crowdfunding allow
supporters, due to their financial contributions, to
either acquire the rights for a certain product or the
rights associated with a certain product (i.e., the
product itself or the rewards discussed earlier) even
before it has been produced. While such a preselling
agreement comes with a certain risk (i.e., that the
business will be out of money before the product can
go into production), it also offers certain chances for
firms and customers. As the product is usually not in
production by that time, new venture can use this
arrangement to engage customers in the development
and commercialization of their product and service
efforts. This, in turn, allows them to draw on potential
customers as a valuable resource for their innovation
activities. Finally, compared to equity-crowdfunding
reward-based crowdfunding (compared to other
crowdfunding types) is often characterized by low
contribution thresholds (i.e. minimum investment
sums) which makes it easier for interested customers to
participate in such campaigns [21].

Moreover, recent research lends first empirical
evidence that reward-based crowdfunding is in fact
suited for firms to harness supporters for value co-
creation. Thus, research suggests that users of reward-
based crowdfunding not only participate because of
financial interest, such as monetary return, but because
they have a strong interest in the functionality and use
of a service or product. Similar to user motivations in
other open innovation contexts, they are motivated to
participate because they want the product or service to
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reflect their needs [22, 3]. Further research suggests
that reward-based crowdfunding platforms can be used
as a marketing tool for purposes such as generating
direct sales with customers, engaging customers in
promotional activities, and creating new product ideas
[23]. Finally, but most importantly, Stanko and
Hennard [21] are able to show that feedback obtained
from customers is positively related to a firm’s
innovation focus and product market success.

3. Conceptualizing Co-creation in the
Context of Reward-based Crowdfunding

Co-creation marks the shift from traditional market
concepts where users are seen as mere consumers to
more customer-centric approaches where they are
considered to be a source of value creation [24-28]. At
the heart of this transition are new interaction types
that allow to transfer innovative solutions from the
users” domain to the companies’ domain, thereby
unlocking new sources of competitive advantage.
Consumers can hereby contribute at various stages of a
firm’s value creation process, and these contributions
can take on various forms from ideas to early product
concepts or marketing campaigns [29-31]. While, as
we have pointed out, crowdfunding may constitute one
example of this growing phenomenon, it is important
to note that there are also a number of other methods
that companies can use to systematically leverage the
potential of customers for value creation [32, 33].
Popular examples include lead user workshops, focus
groups, idea competitions, idea communities, and
toolkits  for innovation. With  crowdfunding
representing another solution to co-create value with
customers, one might ask how it differs compared to
other co-creation methods (for an overview see [34]).
Thus, in order to provide entrepreneurs with an
adequate understanding about the potential benefits of
co-creating  with  customers in  reward-based
crowdfunding, we precede by comparing it to other co-
creation contexts in the realm of open innovation.

In contrast to the majority of open innovation
methods mainly focusing on the fuzzy front end (i.e.
tasks such as ideation), co-creation in reward-based
crowdfunding typically revolves around the later
phases of a start-up’s product development process
(see Figure 1). The reason for this is that reward-based
crowdfunding usually revolves around early prototypes
or first marketable products, meaning that the focus
does not lie on tasks such as ideation but rather on
tasks such as product testing, refinement, and
commercialization. This has some important
ramifications.

Fuzzy front-end

Phase | Phase Il Phase il Phase IV Phase V
» c . \ \ ' Production,
ea oncep "' Prototype ' Market
generation development Develop Y\ s Pilot Y Introduction
and , Product -ment ‘i’esls e

assessment planning penetration

Figure 1. New Product Development Process
(adapted from Herstatt & Verworn [35])

Thus, by being able to showcase a first tangible
product instead of an idea puts a start-up in the position
to co-create with actual customers (also self-selection
of individuals). This stands in contrast to other co-
creation methods that focus on a fuzzy idea and
typically make use of lead users or experts that are not
representative of a company’s main market. Naturally,
a more advanced offering is associated with lower risk
as it is less likely to change and provide customers
with a clear notion of what to expect. Apart from that,
a full-fledged offering allows users to invest in a
campaign not only creatively (i.e. because of joy and
fun) but also financially (i.e. because they have a
financial interest). It can therefore be argued that
people who are ready to invest in the product are also
more likely to buy it and therefore might constitute
actual customers in the end [36]. Moreover, the
platform grants access to an existing crowd with
specific capabilities.

The second difference mainly relates to the
assessment quality that pertains to reward-based
crowdfunding as a co-creation mechanism. Thus,
compared to other co-creation methods (see table 2)
that are conducted under high uncertainty and with
restrictive information (i.e. they usually revolve around
early ideas that are discussed with a small group), co-
creation in the context of crowdfunding offers the
potential to co-create with customers under more
realistic conditions. The reason for this is the
information available to customers during reward-
based crowdfunding [37]. Thus, people are not only
provided with information on the product or service
but they are also provided with information on the new
venture and the business model (i.e. the team, partners,
endorsements) surrounding the product. Additionally,
reward-based crowdfunding platforms also allow to
take into account broader environmental conditions
when co-creating with a customers as they provide
social information such as, for example, the hitherto
acquired funding or the opinions and comments of
other users [17]. A further aspect contributing to the
high assessment quality of co-creation during reward-
based crowdfunding is the provision of information on
different constellations of a firm’s value offerings and
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the related prices which can be used to gather a more
realistic estimate on the demand of the new venture’s
offering [14, 21]. Thus, the rich information
environment of reward-based crowdfunding allows
new ventures to co-create under more realistic
conditions, thereby, also gaining a more reliable
assessment of its offerings.

Another advantage of reward-based crowdfunding
as a method to co-create with customers refers to the
existing infrastructure it offers to firms to co-create
with their customers [38]. This stands in contrast to
other methods such as lead user workshops, focus
groups, idea communities, or toolkits for user
innovation that require significantly higher set-up costs
(i.e. a venture must set up these methods on its own),
usually without providing entrepreneurs the reach and
flexibility that crowdfunding platforms would allow.
Thus, in the case of reward-based crowdfunding,
entrepreneurs are granted access to a crowd of
customers with varying skills and capabilities without
incurring the costs of building up a platform from
anew. In line with this, using reward-based
crowdfunding for co-creation with customers might
constitute an approach capable of reducing the costs of
maintenance (i.e. effort of keeping the crowd engaged)
as compared to using company owned platforms [39].
In this regard, the usage of reward-based crowdfunding
platform enables start-ups to engage with their
supporters in an episodic way without being dependent
upon continuous community management activities.

In addition to that, co-creation in the context of
reward-based crowdfunding also allows a higher
richness of support. Thus, reward-based crowdfunding
can be used for a variety of activities such as
information search, configuration of products and
services, fulfillment, and consumption [24, 24]. As a
result of this, co-creation in the context of reward-
based crowdfunding seems to better reflect the holistic
notion of co-creation introduced by Prahalad &
Ramaswamy [24] in so far as it allows customers to
individually decide at which stage and by which means
(i.e. activities) they want to support a venture’s value
creation process [24]. This stands in contrast to other
methods such as for example idea communities, idea
contests, and lead user workshops that often focus on
single activities (e.g. ideation) and rely on pre-selection
mechanisms to determine which users can co-create at
subsequent stages of a start-up’s innovation process

(see Table 2). On the other hand, the openness and
flexibility of reward-based crowdfunding platforms
with regard to co-creation may result in individual
contributions that mutually support and consequently
result in a more powerful and effective co-creation
mechanism (also see [40] ). Table 2 provides a
comparison of crowdfunding to other co-creation

methods in the realm of open innovation methods with
regard to the just discussed properties.

Table 1. Comparison of Co-creation Methods
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4. Research Approach

To support a better conceptual understanding of co-
creation in the context of reward-based crowdfunding
as well as to provide a structure for our analysis of the
phenomenon, we make use of a framework proposed
by Pedersen et al. [7]. The framework which was
originally used to examine the phenomenon of
crowdsourcing in IS research is comprised of six
elements, namely: problem, people, process,
technology, governance, and outcome.

However, for the purpose of our study, we slightly
adapted the framework (see figure 2). To this end, we
follow a procedure similar to that proposed by Love &
Hirschheim [41] who had adapted Pedersens
framework by certain dimensions of Leavitt’s [42] four
component model. Thus, we replace the dimension
process by the dimension task. We do so because this
dimension seems to more accurately fit our research
goal thereby allowing us to examine our phenomenon
of interest at a more fine granular level. Consequently,
we derive the framework depicted in Figure 2 which
serves as our starting point to closely examine co-
creation during reward-based crowdfunding.

/ Governance \

Technology

Problem Task

\=1/

Outcome
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Figure 2. Proposed Research Framework (Pedersen
et al. 2013)

In a next step, we apply the derived framework to a
typical crowdfunding process (see figure 3). In this
regard, we rely on the process proposed by Beaulieu et
al. (2015) [43] who distinguish between three phases of
a crowdfunding campaign: ex-ante, during campaign,
and ex-post. Their proposed crowdfunding process
covers the last two phases and consists of the following
five process steps: discovery, during campaign
communication, contribution, reward fulfillment, and
ex-post communication. We use this process since it is,
as far as our knowledge is concerned, one of the few
empirically  validated  crowdfunding  processes
published so far. Additionally, the proposed process
allows us to examine co-creation in the context of
reward-based crowdfunding at a more fine granular
level as it is enabling us to zoom in at every single
process step of the proposed crowdfunding process.

Ex-Ante During Campaign Ex-Post

During- \ \

, Campaign  \\ _— "\, Reward
Communi- // COMBUION ) piGiment
cation /

Ex-Post
Communi
-cation

Discovery

Figure 3. Crowdfunding Process adapted from
Beaulieu et al. (2015)

Consequently, for each process step (see figure 3)
we discuss the likely inputs and outputs that are
determined by the four dimensions of our framework:
task, governance, people, and technology. Problems
thereby refer to the potential issues faced at each
process step and the requirement of certain actions
taken to resolve these issues and achieve a particular
outcome. Tasks denote single work steps that can be
outsourced to a crowd with the aim of supporting each
process step. Governance refers to analyzing
management related issues such as for example the
selection of appropriate incentives, task definition and
decomposition, quality assurance, and community
management. People denote the different people
involved as well as the roles that people take (usually
the entrepreneur and a crowd) when engaging in co-
creation at the different steps of crowdfunding.
Technology covers the infrastructure that is required to
facilitate co-creation at each process step.

5. Organizing Co-Creation in Reward-
based Crowdfunding

Examining the process step of discovery, the main
problem to be addressed at this stage is to identify
potential customers as well as to find out about their
respective needs. The main role of the project owner
(i.e. usually the entrepreneur) is thereby to test one’s
assumptions about the start-up’s offering. The tasks
associated with this role are the creation of a landing
page containing a short and concise representation of a
start-up’s offering as well as the formulation of
questions that help to validate, test, and refine the
offering. The role of a crowd is to discover the offering
and to critically reflect if it does meet the requirements.
The tasks associated with this concern voting and
providing qualitative feedback on a venture’s offering.
The technologies involved in this process step are
content management systems employing rating and
feedback mechanisms. Typically, those are an integral
part of a crowdfunding website and can also be used
prior to the actual funding phase. Governance at this
stage should be preoccupied with the question as how
to facilitate change among the company (this entails
employees as well as the management). This is
important in order to get internal employees to commit
to the openness introduced by the co-creation paradigm
as well as to create the trust that is necessary to ensure
the engagement of a crowd of customers. The outcome
of this process step is feedback that helps a project
owner to validate his concept and informs him or her
about possible adjustments that need to be made in
addition to the firm’s current offer. One example of
how this discovery step could be arranged is
kickstarter’s recently introduced functionality of live
streaming which allows entrepreneurs to conduct live
product presentations and FAQs with their customers.

One of the main problems that needs to be
addressed in the process step of during campaign
communication is to diffuse a start-up’s offering by
creating awareness and attention among a large crowd
of potential customers. The role of the project owner is
hereby to promote and advertise the venture’s
campaign among potential customers as well as to get
them to promote the campaign themselves. Tasks
associated with this are the appropriate selection of
methods and tools to identify the most influential
customers, thereby creating an interesting content in
the form of media rich presentations (e.g. imaginative
videos) and the use of social media to promote this
content. The main role of a crowd is to act as a
multiplier by promoting the campaign through word of
mouth. The tasks associated with this affect the use of
social media (e.g. twitter and Facebook) to create
awareness, build trust and recommend the offer in
one’s social network and beyond. The technologies
facilitating this process are mainly social media
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functions that are integrated into most crowdfunding
websites and external tools such as, for example,
Thunderclap which can help to amplify the viral
dissemination through leveraging social network
effects. Governance at this point should be preoccupied
with the question as how to ensure that customers
comply with a firm’s larger goal as well as how ensure
rules of conduct with regard to communication.
Regarding the outcome of this particular process step,
the aim is to achieve viral marketing effects (e.g.
positive word of mouth) that help create wide
awareness among potential supporters as well as to
generate early sales.

Regarding the process step of contribution, the
main problem to be addressed at this stage is how to
enable and encourage customers to partake in a start-
up’s value creation process. The role of the project
owner at this stage is to clearly communicate what kind
of contribution is sought. Moreover, it is his task to
organize the co-creational activities of a crowd. The
tasks associated with this are meant to create an
adequate understanding of the product (i.e. product
presentation) and to clearly state how users can
contribute (i.e. by engaging in a discourse with other
users). Furthermore, it is important to remind people of
their role as co-creators as well as to provide them with
regular feedback to encourage recurrent co-creation.
The role of a crowd is to contribute to a firm’s value
creation process by making use of their knowledge,
skills, and resources. Tasks associated with this are
voting, ideating, engaging in new product
development, as well as providing financial support.
The technologies enabling these different kinds of
participation include online payment systems,
community’s wikis, forums and rating mechanisms
(e.g. Likes) that are usually integrated into the
crowdfunding website. Governance at this stage should
mainly be dealing with issues relating to adequate task
decomposition and task aggregation (i.e. how
individual contributions add up together to deliver the
intended value), incentive selection, as well as the
management of intellectual property rights and
decisions rules. The outcome to be attained is a users’
contribution aiming to help support a new venture in its
value creation process. One example for how such a
contribution can be arranged is provided by the coolest
cooler — a state of the art cooling box. Thus, by
initiating an open call for participation, the campaign
owner asked his potential customers to comment on
their most preferred product functionalities. The most
frequent comments were finally incorporated into the
products design [44].

Another area of value creation involves the process
step of reward fulfillment. The main problem to be
addressed at this stage is to ensure adequate fulfillment

of a start-ups offering or the rewards associated with
that offering (i.e. to make sure that the reward is
getting produced and delivered on time and to the
specified terms and conditions). The role of the project
owner at this stage is to coordinate all activities (i.e.
scheduling, production and delivery) related to the
reward fulfillment. Tasks associated with this are the
scheduling, production, and delivery of the reward as
well as the identification of users that could help to
improve a firm’s fulfillment process. The role of a
crowd is to act as valuable support during the reward
fulfillment. Tasks associated with this are the provision
of information about new markets, local deliverers, as
well as local delivery terms and conditions (customs,
taxes, legal terms etc.). Further tasks include the
establishment of contacts (e.g. to local deliverers) as
well as the provision of labor. As regards the
technology it is important to provide a forum that
allows discourse between entrepreneur and a crowd to
jointly tackle problems associated with the reward
fulfillment. Additionally, it is important to set up a
communication channel beyond the platform (e.g.
Mail) for the exchange of more sensitive information
(i.e. business contacts). Governance at this point
should be concerned with issues such as how to
implement adequate quality assurance mechanisms that
help to identify problems with regard to reward
fulfillment. The outcome of this process step is to
attain a crowd-based customer support to guarantee
adequate reward delivery. One example that illustrates
the above point constitutes the case of the pebble smart
watch in which the crowd was used to translate
regulatory on international customs and tariffs to
resolve delays in shipment [45].

If we consider the process step ex-post
communication at the end of the crowdfunding
process, the main problem that needs to be addressed is
to build up long lasting relationships with customers in
order to leverage them for further co-creational
activities. The role of the project owner is hereby the
management of the existing customer base by
continuously engaging a crowd. Tasks associated with
this concern the handling of customer inquiries (e.g.
complaints and warranties). Further tasks include the
planning of promotional activities (e.g. online events
that inform customers about new offers) with the aim
to involve a crowd in the long run. The role of a crowd
is to act as an advocate and promoter of a firm’s offer.
Tasks associated with this include the formulation of
customer reviews as well as the provision of
evaluations of the products and services provided by
the new venture. This is especially important because
one wants to involve customers as reference customers.
The technology involved in this process steps includes
commentary functions and social media that are
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integrated into a crowdfunding website. However, at
this stage it becomes increasingly important for start-
ups to set up communication channels and routines that
can be used to reach customers even after they have
left the crowdfunding website. Governance at this
stage should be dealing with the issue of creating
adequate community norms (i.e. a sense of
belongingness). The outcome to be attained is
prolonged customer involvement and support as well
as a positive company image.

6. Opportunities and Challenges of Co-
Creation in Reward-based Crowdfunding

One of the main challenges in applying co-creation
to the context of reward-based crowdfunding might be
that it is not perceived as a co-creation environment.
Thus, while the majority of people (i.e. people with a
fixed mindset) seem to view crowdfunding as a way to
solely raise capital, only a small number of people (i.e.
people with a growth mindset) seem to perceive
crowdfunding as an opportunity to develop their
product with the market [46]. This is also underpinned
by our literature review which suggests that research
on crowdfunding’s potential beyond funding is still
scarce. Nevertheless, we believe that applying this new
co-creation lens could greatly benefit crowdfunding
research and practice. Thus, in the recent past, a rising
number of crowdfunded start-ups attracted attention
mainly through negative headlines. One example is
Juicero, a silicon valley rooted start-up, that has
invented a juicer that is apparently not needed to
consume the juice that comes with it. The case of
Juicero is representative for a large number of
crowdfunding campaigns that simply failed to deliver
upon customer expectations. In cases like this,
advocating the co-creation potential of crowdfunding
might in fact constitute a promising solution. Thus,
getting entrepreneurs to perceive crowdfunding as a
holistic development environment might increase their
likeliness to use crowdfunding to co-create with
potential customers. This in turn might result in
products and services that better reflect customer’s
needs and increase a start-ups market success.
Furthermore, getting entrepreneurs to consider
additional benefits of crowdfunding might lead those
who previously shied away from using crowdfunding
to reevaluate and reconsider their decision.

A second challenge to leverage co-creation in the
context of reward-based crowdfunding might concern
the current state of crowdfunding information systems.
For example, Gierczak [19] remarks that there is still
relatively little understanding as to how IT systems
must be adapted to fully leverage the potential of co-

creation in crowdfunding information systems. While
current systems are theoretically designed to support
start-ups at various stages of their value creation
process as discussed above, system design might be
still too immature to capitalize on the full potential of
co-creation in crowdfunding. One example is the
commentary and the update functions of crowdfunding
platforms that are still used rather infrequently by
entrepreneurs and supporters [47]. The root of this
problem very likely lies in the challenge discussed
earlier, namely that reward-based crowdfunding is not
perceived as a holistic co-creation tool yet.
Unfortunately, this fact seems to hold true not only for
users but also for designers of such systems. Against
this background, it is important to create an appropriate
understanding of the proposed concept among
designers so that they can develop systems that serve
the purpose of co-creation even better. One way for
designers to engage people in co-creational actives
beyond funding must be to design more flexible
participation architectures (see [48]). Participation
architectures thereby refer to sociotechnical systems
and design elements that encourage and integrate
contributions made by participants on open online
platforms [49-51]. Such design elements need to
consider the evolutionary process of co-creational
activities as well as the different motivations of people
engaging in these activities. For example, solutions
could include the incorporation of multiple tiered
rewards along the steps of a venture’s value creation
process. Thus, to create more efficient crowdsourcing
systems, it is important to reward not solely the final
outcome but also the contributions that led to this step.
In other words, crowdfunding systems must be
designed to also reward users who contribute through
other efforts such as for example the provision of
ideas, feedback, or word of mouth.

7. Future Research Avenues

Since this research is the first attempt to
conceptualize co-creation in the context of reward-
based crowdfunding there is plenty of room for future
research. In the following, we identified three possible
research avenues.

Because of its holistic and dynamic nature, co-
creation during reward-based crowdfunding is very
likely to impose new challenges to managing a
crowdfunding process. Thus, firms need to take into
account new kinds of customer claims regarding the
access, transparency, and participation to their value
creation processes [24, 52]. Consequently, successful
adoption of this new paradigm will likely require
significant changes in a start-up’s mindset as well as in
its organizational capabilities (e.g. incentives, task
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structure, management, and intellectual property). [9,
38, 53]. For example, the start-up Tinker Bots which
used crowdfunding for its marketing efforts chose the
radical step to engage its entire team in order to be able
to efficiently manage its crowdfunding campaign [54].
As one can see from this example, managing co-
creation during crowdfunding often requires a start-up
to commit all of its resources to achieve a certain goal.
However, many start-ups may lack the necessary
resources and capabilities to fully manage such a
complex and dynamic process [55]. Thus, strategies on
how start-ups can effectively orchestrate this type of
co-creation under consideration of resource constraints
are an important issue of future research. Firms that
plan to interact with crowdfunding platforms must be
willing to dedicate a lot of effort, not just toward
creating a project that appeals to potential supporters
but also to providing these supporters with product
fundraising and development updates.

The high involvement of users in co-creational
activities during crowdfunding may lead to an
increased sense of psychological ownership of users
over their contributions and consequently a firm’s
decisions [56, 57]. By this increased ownership,
feelings of customers may also affect a start-up’s
development plans and activities. Thus, co-creation
shifts decision power that was formerly exercised by
managers to customers, thereby blurring the boundary
between these two groups. While such a strategy can
bring benefits to the venture in the form of more
engaged customers, it could also backfire if customers
start to get too attached to certain decisional outcomes.
Thus, prior research could show that companies who
employ a high degree of customer integration often
face difficulties in altering and changing their
operations as well as responding to competitors [58].
Against this background, future research is needed to
better understand both the positive and negative effects
that may accrue from co-creating with customers
during reward-based crowdfunding campaigns.
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empirical taxonomy of crowdfunding intermediaries”,
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[3] Bretschneider, U. and J.M. Leimeister, "Not just an
ego-trip: Exploring backers’ motivation for funding in
incentive-based crowdfunding™, The Journal of
Strategic Information Systems, 2017.

By examining co-creation in the context of reward-
based crowdfunding, this research suggests that users
form an important source of a new venture’s
competitive advantage beyond the mere provision of
funds. Thus, start-ups that understand how to
successfully leverage co-creation during reward-based
crowdfunding can gain access to important resources
and user capabilities (i.e. skills and knowledge) that
can supplement their internal value creation
capabilities. [59-61]. However, the final value that is
to be derived from these co-creation-based capabilities
is likely to depend on attributes such as their
distinctiveness and non-imitability. Thus, there might
be some customers who provide rather generic
resources (e.g. funding) as compared to customers who
may provide strategically important and more distinct
resources (e.g. information about future trends and
possible  solution technologies). Against this
background, future research should be dedicated to
examine different capabilities of co-creators in
crowdfunding and examine how each of these
capabilities can be deployed to increase a new
venture’s competitive advantage.

8. Conclusion

The goal of this research paper has been to
introduce reward-based crowdfunding as a new way to
co-create value with customers. To this end, we draw
attention to certain characteristics of reward-based
crowdfunding that make it particularly conducive for
start-ups who want to co-create value with customers
in later stages of their product development process.
Moreover, we provide entrepreneurs with a guideline
that helps them to assess what they need to consider
when using reward-based crowdfunding for the
purpose of co-creating value with their customers.
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