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Abstract

Psychological ownership brings new perspective to understand individual behaviors in organization,
team, and the information system areas. In this research we use this theory to investigate how to
improve sponsor experience in the context of reward-based crowdfunding. We propose that
psychological ownership is one important mental state for sponsors in crowdfunding. The research
model in this study shows that psychological ownership could predict sponsor’s commitment to project
and continuous intention to contribute to it. Sponsors can develop the feeling of psychological
ownership through three routes, i.e., perceived control, intimate knowing, and self-investment. In
addition, social capital (sponsor expertise, social trust in entrepreneur and social ties) and social
interaction (sponsor participation and entrepreneur activeness) are hypothesized to be important
antecedents to the routes to psychological ownership in crowdfunding. The research model and
hypotheses will be tested with survey data from www.zhongchou.cn, a famous crowdfunding platform
in China. The expected research findings would provide interesting implications for research and
practice.
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1 INTRODUCTION

It is difficult for start-up entrepreneurs to get fund from traditional financial institutions, such as banks
and venture capitalists in their early stages (Schwienbacher & Larralde 2010). To overcome this
barrier, entrepreneurs are trying crowdfunding which “involves an open call, essentially through the
Internet, for the provision of financial resources either in form of donation or in exchange for some
form of reward and/or voting rights” (Belleflamme et al. 2010; Ordanini et al. 2011). Since 2013,
crowdfunding has gained rapid growth. The report released by the United Kingdom-based
Crowdfunding Centre indicated that in March 2014, more than 60,000 US dollars were raised hourly
via global crowdfunding initiatives (Clifford 2014). This study focuses on reward-based crowdfunding
in which the sponsors get product or service as a return for their investment. According to Clifford
(2014), reward-based crowdfunding is one of the primary crowdfunding models currently. The
statistics on Kickstarter, the famous reward-based crowdfunding platform in US, shows that 77,515
projects received 1.49 billion dollars from 2,325,629 sponsors by January 21, 2015.

The boom of crowdfunding has drawn much attention from academics. Most of the research focused
on participants’ motivations (e.g., Lambert and Schwienbacher 2010; Gerber et al. 2012; Belleflamme
et al. 2014) and factors affecting project funding performance (e.g., Mollick 2014; Zheng et al. 2014).
Previous research found that sponsors are motivated to back the entrepreneurs who have the similar
value, interests, and expertise. In addition to investment in the crowdfunding projects, they also share
their knowledge and business ideas with the entrepreneurs (Gerber et al. 2012), and involve in the
funding process and project implementation stage (Belleflamme et al. 2014). Belleflamme et al. (2014)
proposed that the major benefit of crowdfunding over traditional funding approaches is that
crowdfunding can involve sponsors and thereby enhance their hedonic experiences.

Besides sponsor motivations, how to improve funding performance is also a hot topic (Lambert and
Schwienbacher 2010; Mollick 2014; Zheng et al. 2014). Crowdfunding projects that are focused on
non-profit purposes are more likely to be more successful, and projects that aim to produce tangible
products rather than provide service tend to attract more capital (Lambert and Schwienbacher 2010).In
addition, entrepreneur social capital is also important to crowdfunding performance (Mollick 2014;
Zheng et al. 2014). The number of entrepreneur’s fans or friends in online social networks (e.g.,
Facebook and Twitter) is a significant predictor for the funding success (Mollick 2014). Zheng et al.
(2014) found that entrepreneur’s social network ties, obligations to fund other entrepreneurs, and the
shared meaning of the crowdfunding project between the entrepreneur and sponsors have significant
effects on crowdfunding performance in both China and the U.S.

This study extends the previous research by investigating sponsor behavior from psychological
ownership perspective. Based on the theory of psychological ownership, we developed a research
model which proposed that sponsors could get a psychological ownership of the crowdfunding project,
which is a mental state that the individuals feel as though the project is ‘theirs’ (Pierce et al. 1991;
Pierce et al.. 2003), through involving themselves in crowdfunding through diverse forms
(Belleflamme et al. 2014).



2 RESEARCH ON CROWDFUNDING

Based on the return forms, crowdfunding includes diverse models, such as donation, loan,
equity-based, or reward-based crowdfunding (Ahlers et al. 2012; Belleflamme et al. 2014). The
donation model involves sponsors who act as philanthropists and the funding behaviour is driven
mainly by altruism. The lending model refers to peer-to-peer lending platforms where funders invest
with an expectation of high-rate interest return. The equity-based model offers funders a small equity
stake in the future company in return for their funding contributions (Ahlers et al. 2012). This study
focuses on reward-based crowdfunding in which the sponsors make investments to get reward in the
forms of product or service, or even a thanks letter from entrepreneurs (Lambert & Schwienbacher
2010).

Currently the research on reward-based crowdfunding is still in the initial stage. Through analysis of
31 most related papers we found that the most frequently used methods for crowdfunding researches
are concept framework and second-hand data analysis. 50% of the research papers are working papers
and conference papers. And the research is in the following aspects: concept definition (Qiu 2013),
participants’ behaviors and motivations (e.g., Gerber et al. 2012; Ordanini et al. 2011; Belleflamme
et al. 2014), factors that contribute to the fundraising (e.g., Balboni et al. 2014; Belleflamme et al.,
2010), and regulation issues (e.g., Bradford 2012; Kim, 2012; Stemler 2013).

For sponsors’ behavior and motivations, getting creative products (awards) is a motivation but not the
only one. Helping others and being part of a community for supporting creative products also drive
them to invest in the projects (Gerber et al. 2012; Ordanini et al. 2011). The benefit of the experience
in the community is termed as community benefit in Belleflamme et al. (2014). Only if the sponsors
feel community benefit, crowdfunding can be considered as a better financing channel for
entrepreneurs (Belleflamme et al. 2014). These studies indicated that sponsor experience is critical to
reward-based crowdfunding. This study aims at improving sponsor’s experience in crowdfunding in
the view of psychological ownership. Based on the psychological ownership theory, we try to explore
the factors contributing to sponsor’s feeling of psychological ownership, and the effects of this feeling
on sponsor’s commitment and continuous intention to invest in crowdfunding.

3 RESEARCH MODEL AND HYPOTHESES

The theoretical model shown in Figure 1 is developed based on the conceptual framework of
psychological ownership. The model shows the relationship between psychological ownership,
commitment and sponsors’ continuous intention to invest in crowdfunding projects. The central part of
the model is three routes to psychological ownership, i.e., perceived control, intimate knowing, and
self-investment. We propose that social capital (sponsor expertise, social trust in entrepreneur and
social ties) and social interaction (sponsor participation and entrepreneur activeness) are the
antecedents to the routes to psychological ownership in crowdfunding.
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Figure 1. Research model
3.1 Psychological Ownership

Psychological ownership has been broadly thought to have great effects on individual’s attitudes and
behaviour such as organization commitment, job satisfaction, organization-based self-esteem and so
on (Dyne & Pierce 2004; Mayhew et al. 2007; O'Driscoll et al. 2006). Organizational commitment
refers to that employees identify organizational goals and invest themselves in the organization
(Meyer & Allen, 1984). Commitment is characterized by value congruence, intention in the
relationship, and an interest in the welfare of the other party (Gundlach et al. 1993; Kelley & Mark
1994; Mowday et al. 1979). In this study, we define commitment to a crowdfunding project as the
loyalty of sponsors to the project. Dyne (2004) suggested that feeling of possession toward an
organization (psychological ownership) lead to the high level of intention to maintain the membership
with the organization (organizational commitment). Han et al. (2010) also indicated that psychological
ownership is positively related to organizational commitment. In crowdfunding, with the mental state
of ownership sponsors would commit to the relationship with the project. Thus, we propose that a
sponsor’s psychological ownership of crowdfunding project would lead to the commitment to the
project.

H1: Sponsor’s psychological ownership of project is positively related to his/her commitment to it.

Continuous intention is another important outcome of psychological ownership. Lee (2011) proposed
that after individuals have done a lot (which is defined as territorial behaviors including active use,
decoration, and protection of the object) to develop the psychological ownership over an object, they
would be likely to take actions to maintain this feeling. In crowdfunding, we expect that when
sponsors have psychological ownership toward the target project, they have a strong desire to stay in
the project in the future. They tend to continuously invest their talents and time, or contribute more
ideas to the project.



H2: Sponsor’s psychological ownership of project is positively related to his continuous intention to
contribute to it.

Commitment is the direct and powerful predictor of persistence in a relationship (Rusbult, 1983).
Highly committed individuals have a long-term orientation toward relationships in the future (Li 2006).
With commitment, users will have an intention to stick to (i.e.,, use) a website (Li 2006).
Organizational behaviour studies also found that commitment is positively related to the retention to
stay (or not leave) (Morgan & Hunt 1994; O’Reilly & Chatman 1986), and leads to decreased
employee turnover (Porter et al. 1974). In crowdfunding, if a sponsor develops a strong sense of
commitment to the target project, he will tend to continuously involve in the project in the future.

H3: Commitment is positively related to sponsor’s continuous intention in the project.
3.2 Routes to Psychological Ownership
3.21 Perceived control

An essential feature of psychological ownership is perceived control. Rudmin and Berry (1987) found
that ownership mainly means the ability to use and control the usage of objects One would regard the
object that he can control as part of the self (McClelland 1951); On the contrary, people will not
consider objects that he is unable to control as part of the self (Seligman 1975). It has been found that
the extent to which individuals experience control over the job and work environment is positively
associated with feeling of ownership for their job and organization (Pierce et al. 2004). Accordingly,
once the sponsors in crowdfunding perceive that the project is in control or they can influence the
decisions of the project, they will consider the project as if they own it. Thus, we propose that:

H4: Perceived control is positively related to sponsor’s psychological ownership of crowdfunding
project.

3.2.2 Intimate knowing

Psychological ownership cannot be separated from the association one holds with an object. An
individual’s association gives rise to feelings of psychological ownership (Sartre 1969). James (1890)
suggests that individuals develop feelings of ownership toward objects through a living relationship
with them. Through association, they acquire information about the object and come to know it
intimately (Begggan & Brown 1994). The intimate knowing of a target object in crowdfunding refers
to the sponsor’s comprehensive understanding of the project or intimately knowing what is going on
regarding to it. The more information a sponsor intimately knows the closer relationship he will
develop to the project and will have a more profound sense of psychologically owning it. Thus, we
propose that:

HS5: Intimate knowing is positively related to sponsor’s psychological ownership of crowdfunding
project.

3.2.3 Self-investment

The concept of self-investment is easy to understand. People often feel they own what they create,
shape, or produce. When you devote your time or energy to an object, you have integrated some of



your own characteristics in the same way, thus it will be a part of your extended self. Thus we propose
that the more a sponsor has devoted to a project, the stronger the feeling of ownership to the project. .

H6: Self-rated investment is positively related to sponsor’s psychological ownership of crowdfunding
project.

3.3 Effects of social capital
3.3.1 Structural dimension (social ties)

Structural dimension of social capital refers to the overall pattern of connections between actors
(Nahapiet & Ghoshal 1998). One of the most important facets of this dimension is the presence or
absence of network ties between actors (Scott 1991; Wasserman & Faust 1994). In this study, we
focus on the sponsors’ social ties with others in the project of crowdfunding, including the relationship
they developed with other sponsors or with the entrepreneur. With the social ties, sponsors get
channels to obtain information over the project from other sponsors and entrepreneur; entrepreneurs
can also convey their values or goals through the social ties. Thus sponsors will develop a
comprehensive knowing about the project. We propose that:

H7: Sponsor social tie is positively related to intimate knowing of the project.
3.3.2 Relational dimension (social trust)

As opposed to structural dimension, the relational dimension of social capital refers to those assets
created and leveraged through relationships which is often evaluated using trust (Fukuyama 1995),
norms (Coleman 1990; Putham 1995), obligations and expectations (Burt 1992; Coleman 1990). In
this paper, we apply social trust to evaluate social capital in relational dimension. In the context of
crowdfunding, once the sponsors believe the entrepreneur is trustworthy, or they believe entrepreneur
approach project activities with professionalism and dedication, they will tend to believe the
information and value entrepreneur convey to them and perceive that the project is in control. Thus we
propose that:

H8: Sponsor trust in entrepreneur is positively related to sponsor’s perceived control of the project.
3.3.3 Cognitive dimension (sponsor expertise)

The third dimension of social capital, cognitive dimension refers to resources providing shared
representations, interpretations, and systems of meaning among parties (Cicourel 1973). Karahanna
(2013) thought that the cognitive social capital acts as drivers of knowledge exchange since it
facilitates interaction, makes information held by others accessible, and aids in the assimilation of new
knowledge through a common vocabulary and cognitive frames. Compared with sponsors who have
no idea about the project, sponsors with expertise knowledge will have little barrier with the project
and will build a relationship with it more quickly and effectively. It is easier for them to understand
the common vocabulary and cognitive frames in the group of peer sponsors and entrepreneur. Thus
they get to know the project better and have a sense of control over the project.

H9: Sponsor expertise is positively related to perceived control of the project.



H10: Sponsor expertise is positively related to intimate knowing of the project.
3.4 Effects of social interaction
34.1 Sponsor participation

In crowdfunding sponsors not only financially invest in the project, they can also involve themselves
in the whole process from fund raising to product design (Belleflamme et al. 2010). Their participation
in this process may take forms like sharing ideas with entrepreneur, making comment on
entrepreneur’s updates of project, responding to other sponsors’ comments, recommending the project
to friends or relatives and suggesting ideas to entrepreneur. Sponsor’s financial or nonfinancial
participation could increase his/her self-rated investment. Thus, we propose that:

H11: Sponsor participation (e.g., feedback, advocacy) in the project is positively related to self-rated
investment in the project.

H12: Sponsor’s investment amount is positively related to self-rated investment in the project.

In addition, sponsors devote their time and energy to the project as they actively participate in it. The
more time one spends on one subject, he/she will be more probably know the knowledge well and thus
behave well at this subject. In crowdfunding, when sponsors participate in the project, they get to
know more about the project. At the same time, the sponsors who participate more in the project and
have more knowledge about it would have more sense of control over the project. Thus, we propose
that:

H13: Sponsor participation (feedback, advocacy) in the project is positively related to intimate
knowing of the project.

H14: Sponsor participation (feedback, advocacy) in the project is positively related to perceived
control of the project.

3.4.2 Entrepreneur activeness

It has been proved by some research that entrepreneur’s active participation is positively related to the
performance of a crowdfunding project (Balboni 2014; David et al. 2014; Mollick 2014). Entrepreneur
may frequently update the project, respond to sponsors feedback or back other projects. The activities
by entrepreneurs help achieve the funding goals and shed light on the success of project. (David et al.
2014). Entrepreneurs’ actions, such as updating and responding to sponsors’ feedback will also convey
the information and value of the project to sponsors, which will enable them to get a comprehensive
understanding of the project. Thus we propose:

H15: Entrepreneur activeness (updating, response) is positively related to sponsor’s intimate knowing
of the project.

When entrepreneur frequently update the project and actively respond to sponsors’ feedback, sponsors
will hold the view that the entrepreneur really cares about his project and they think the entrepreneur is
reliable. They can rely on the entrepreneur to make the project successful. Besides, sponsor’s
uncertainty about the project will be reduced as entrepreneur actively conveys information of the
project to them. Thus, we can propose that:



H16: Entrepreneur activeness (updating, response) is positively related to sponsor’s perceived control
of the project.

4 RESEARCH METHOD

4.1 Data Collection

We are conducting a survey on www.zhongchou.cn, one of the famous reward-based crowdfunding
platforms in China. The sponsors of ongoing projects will be potential respondents to our
guestionnaire. We have two channels to send the questionnaire to the qualified sponsors. The first one
is through message box on www.zhongchou.cn. The second way is showing links to our questionnaire
in the project pages on www.zongchou.cn to invite sponsors to answer the questionnaire. As of March
17, 2015, there are 93 sponsors filled out the questionnaires.

4.2 Data Analysis Method

We will choose the partial least squares (PLS) method for data analysis. PLS is a structural equation
modelling technique that simultaneously assesses the reliability and validity of the measures of
constructs and estimates the relationships among the constructs (Hair et al. 2013). PLS is preferred to
other SEM techniques, such as LISREL, because the goal of the model is to predict (improve) the
sponsor psychological ownership. In addition, PLS does not require normal distribution for the
manifest variables. We will follow the Anderson and Gerbing (1988)’s two-step approach in
examining the measurement model and structural model.

5 CONCLUSIONS

This study built a research model based on the psychological ownership theory to investigate how to
improve sponsors’ experiences in crowdfunding. We proposed that sponsors could gain the
psychological ownership through three ways, i.e., perceived control on the project, intimate knowing
of the project, and self-investment in the project. In addition, sponsor’s social capital and the
interaction in the crowdfunding community are effective antecedents of the roots to psychological
ownership in crowdfunding. This research is the first one to study sponsor’s behavior from the
perspective of psychological ownership. As a research-in-progress, we are conducting the survey on
www.zhongchou.cn to collect data for hypotheses testing. The expected results could make
implications for crowdfunding research and practice.
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