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Kickstarter

In recent years, ‘crowdfunding’ has become an
alternative to traditional market research and also a
different way to finance a start-up. The Kickstarter
website helps a creative business idea to be put to the
public, asking for start-up capital in exchange for a free
“taste’ of the product.

One successful 2014 startup was Chivote, a producer
of leather bags and accessories. It raised £20,000
through Kickstarter by offering products in exchange for
investment. A £7 investment received a leather nametag.
in retun, while £240 yielded a ‘Boombox’ bag,

Figure 30.3 The Boombox bag

Crowdfunding uses online technology and social media
to replace the traditional role of banks.

Chivote has another unusual aspect to its business. It
sources lts leather goods from a small partnership of
craftsmen who work as partners instead of suppliers
to Chivote. This Is another way to help minimise the
capital needed to start up the business. Usually a new
business would have to pay cash up front for supplies;
the partnership ensures that normal credit terms can
smooth the cash flow requirements.

Questions
(30 marks; 35 minutes)
1 Aweakness of crowdfunding might be that

it s effective only with consumer-friendly,

attractive products or services. Examine

whether that Is really a problem. G}
2 Explaln the benefit to your cash flow of having

a supplier who offers credit terms instead of

cash ony. )
3 Evaluate the benefits of crowdfunding

compared with traditional venture capital

funding when starting a business such as

Chivote. (20)




