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List of Terms and Abbreviations

Term

Description

DC

Direct crowdfunding

EC

Equity crowdfunding

IC

Indirect crowdfunding

LBC

Lending-based crowdfunding

NVWI

New vineyard and winery investments above €10,000

PSBC

Pre-sales-based crowdfunding

RBC

Rewards-based crowdfunding

SME

Small and medium enterprise

VC

Venture capital

WE

Wine entrepreneur

1.0. SUMMARY

This research analyses crowdfunding related to the wine industry, and provides an
overview of successful campaigns for new vineyard and winery investments above
€10,000. Using the case study method, this work discusses key elements of 65 wine
crowdfunding projects throughout the world.

Findings reveal that crowdfunding is a valid financing alternative for such
investments in the wine industry. Crowdfunding allows for investment opportunities
when an entrepreneur lacks personal wealth and/or access to traditional financing. It
also reinforces the funded company’s image by underlining its social media presence
and creating ambassadors from a community of backers, thereby expanding a
product’s geographic diffusion.

However, crowdfunding has inherent challenges for wine entrepreneurs. For
example, it requires more preparation time and expense than traditional financing.
This study suggests that selecting the right crowdfunding model, allowing enough
preparation time, performing an adapted marketing campaign and correctly choosing
premiums are crucial for success. Careful choice of a third-party crowdfunding
platform is most typical, yet not imperative: wine crowdfunding may also be
successfully performed directly.
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2.0. INTRODUCTION

Wine production is a cash-intensive business (Kenkel et al. 2008) with financial
requirements that are spread over long periods and potential returns that are uneven
(Sullivan 2012). The financial constraints of the industry can be summarised (Table
1):

Major financial constraints of the wine

Financial consequence

industry
Estimated financial returns from vineyard

The wine industry is considered a

and/or winery investments often lag several

risky financial investment by the

years behind expenditures and capital

financial sector.

outlays (Cannella 2015).
With some exceptions, wines that can be sold

The profitability of the industry

at premium prices usually originate from

remains low relative to the level

regions where the cost of land (or grapes) is

of investment required to meet

high and, as a result, return on investment

business needs.

(ROI) remains low. Conversely, wines from
regions where the cost of land (or grapes) is
much lower are often not appropriately
valued, thus delivering low financial returns
(Debure 2016).
Significant amounts of money are required to

Undercapitalisation (insufficient

finance any new wine venture.

funding for a project) (Howland
2014) is a common phenomenon
in the wine industry.
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Important upstream expenditures are

Winery cash flow is dramatically

required for vineyard maintenance

impacted by these needs.

(Wunderlich et al. 2015)
Grape yields (Dunn 2010) may be uneven

This may adversely affect prices,

since they are easily affected by natural

and thus, anticipated revenues.

phenomena, vintage variations, and
inconsistent quality. Oversupply and
diminishing demand may also exist.
Legal requirements of the industry, such as

This may further affect the

the certification (appellation) systems in many

generation of steady earnings.

countries puts constraints on steady earnings
(INRA 2013).
The wine industry is highly fragmented

Economies of scale are more

(Farmprogress.com 2017).

limited than in other sectors.

Table 1. Summarised financial constraints of the wine industry according to literature.

With these constraints in mind, financing projects in the wine industry can be a
challenge. Financial research (Golić 2014) suggests that crowdfunding is a valid
alternative for satisfying the financing requirements of small and medium enterprises
(SMEs), and for ensuring long-term financial stability.

In the types of crowdfunding examined in this study, wine entrepreneurs (WEs) were
looking for alternative solutions to finance new vineyard or winery investment
projects above €10,000 (NVWI). Most were faced with the impossibility of using
conventional funding mechanisms, so that all but three used crowdfunding platforms
to finance their project.
3
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Through a global literature review, this paper examines methods and models of
crowdfunding, their applications and parameters, the reasons to adopt crowdfunding,
and its advantages and disadvantages from an academic perspective. These factors
are analysed through an online survey of 65 projects. Using the case study method,
individual interviews were conducted with 38 WEs whose crowdfunding campaigns
raised more than €10,000.

The results of this research are evaluated regarding the principal elements of
success in the crowdfunding campaigns, particularly as to their benefits, limitations
and drawbacks. The costs incurred by a crowdfunding campaign that uses a
crowdfunding platform are presented.

Finally, the study provides industry recommendations for those WEs considering
crowdfunding.
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3.0. LITERATURE REVIEW
3.1. Crowdfunding Methods and Models
3.1.1. Definition of crowdfunding in this study

There is no single accepted definition of crowdfunding (Tomczak et al. 2013). Based
on literature, the following definition is adopted:

Crowdfunding is a financial instrument allowing funds to be gathered from a
large number of investors. It is closely related to the concepts of
crowdsourcing and microfinance – where a large pool of potential investors
looking to make a modest cash investment is put in direct contact with a
project promoter seeking external financial contributions to meet financial
needs.1

With the arrival of Web 2.0 (websites that emphasise user-generated content, ease
of use, participatory culture and interoperability) crowdfunding activities imply the use
of the internet, with authors often referring to a single appeal for investment as a
crowdfunding campaign. In most cases, campaigns are hosted on a dedicated
internet site, known as a crowdfunding platform, which advertises the project.

1

While financial investment and lending are theoretically performed in a closed circle,
crowdfunding pertains to an open-ended number and undefined pool of investors (Fiedler
and Horsch 2014).
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For a campaign to take place, a project promoter seeking financial support is put into
contact with funders, also known as ‘backers’ or ‘supporters’ interested in
contributing financially to the project.

A brief history of crowdfunding is found in Appendix B., p. 91.

3.1.2. Crowdfunding methods

Crowdfunding may first be divided into direct (DC) and indirect (IC) methods
(Tomczak and Brem 2013). In the DC method, a project promoter directly contacts
potential investors, without using third-party intermediaries such as platforms. In the
IC method, fund seekers search for funding on dedicated platforms to tap into more
substantial, non-specific audiences. Five different models of crowdfunding may be
applied to these methods.

3.1.3. The five crowdfunding models

From a regulatory perspective or as a mode of investment, Schwienbacher (2010)
suggests five models of crowdfunding:

1. Donation-based crowdfunding (DBC). Donations are made through an online
platform for a project where the donors do not receive any reward other
than the personal satisfaction of having helped a project. Few wine
projects currently use this method (Bargain et al. 2018).
6
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2. Reward-based crowdfunding (RBC). This is the most common crowdfunding
method in the wine industry (Debure 2016). In RBC, backers obtain
premiums based on the size of their donation. Crowdfunding platforms
with global reach are built around this method. Generally, individual
backing amounts range from just a few euros to several thousand euros.
This type of crowdfunding can be used to finance a broad array of smaller
projects or more substantial investments such as NVWI.
3. Pre-sales based crowdfunding (PSBC). This is similar to RBC except that
investment amounts are not freely decided by the backer but fixed by the
project promoter, based on the future market value of the financed
product. PSBC financing ranges from a few thousand euros to several
hundred thousand euros. Wine projects have used this method through
both dedicated websites and platforms.
4. Lending-based crowdfunding (LBC). There are different lending schemes
available, depending on local regulations:
a. For a ‘traditional’ loan, the middleman is usually eliminated, and the
project promoter calls upon individuals to finance a project. The backer
is a private investor, not an institution, and the funds are paid back in
fixed amounts over three to seven years (Debure 2016). Backers may
decide not to collect any interest on their investment, and project
promoters may also propose paying interest in the form of wine. This
method is used for various vineyard or winery equipment investments
from a few thousand to several hundred thousand euros.
b. ‘Bond’ loans are ‘paper bonds’ that can be traded and exchanged for
equity (they are ‘convertible’). Unlike traditional loans, interest
7
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payments can be separated from the paydown of the principal (Debure
2016). Investment amounts are like traditional loans, but they are
mostly used for longer-term investments as a complement to bank
loans. These are also a valid option if the project promoter does not
want to share equity with outside investors.
5. Equity crowdfunding (EC). This is designed for longer-term projects. It
requires the project promoter to allow investors access to the assets of the
company as co-owners. Investment amounts range from several hundred
thousand euros to several million euros. This method is used to acquire
new vineyards, and for winery investments. Most wine-dedicated platforms
provide this option (Debure 2016).

3.1.4. Wine-related research

The most relevant wine-related research for this study is that of Mariani et al. (2017),
who discuss the success factors of wine industry-related campaigns through
interviews with the management of the Mundovino platform. These researchers point
out how often entrepreneurs underestimate the time and effort required for the
preparation phase of a campaign. They suggest that a high-quality description of a
project draws more potential backers. Similarly, setting a reasonable, achievable
crowdfunding amount seems to facilitate success, as does the creation of differently
priced original and customised premiums. Finally, the study cautions that, as wine
production and quality are relatively unpredictable, wine products given away as
premiums must be adequately chosen by any business operating with such models.
8
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In a PhD thesis, Zadmehran (2018) reviewed crowdfunding as a tool for purchasing
vineyards in France. The study investigated the Groupement Foncier Viticole (GFV),
concluding that crowdfunding is complex from a legal perspective and often
necessitates support from outside consultants. Notably, the author drew attention to
costs (suggested equivalent to an interest of 4% to 9%) and found that the primary
motivation behind crowdfunding is escaping traditional financial channels. Funds for
a project would still be acquired despite refusal by banks to support it, and save
supported companies from financial difficulties.

These studies were not based on entrepreneurial feedback. The present research
seeks to close this gap by focusing on WE experience, aiming to complement the
findings of previous research.
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3.2. Crowdfunding Success Factors
3.2.1. Communication

Permanent and dedicated communication with the backers is crucial to the success
of any project, especially a crowdfunding campaign. The full and transparent
presentation of the project and ongoing communication with backers can determine
the success or failure of a crowdfunding campaign (Frydrych et al. 2014). The
creation of a video to promote the project is deemed key to a crowdfunding project’s
appeal (Wheat et al. 2012).

3.2.2. Project quality and social networking

A project’s overall quality, the size of its social network (number of contacts on major
online social networks), and a short geographical distance between the project and
the investors are critical success factors (Mollick 2014). Despite reducing geographic
constraints among funders, there is a strong geographic bind between successful
projects and funders reflecting the underlying cultural products of the area (ibid.).
Using social media to link to the project promoter’s page is considered essential
(Zheng et al. 2014).

Early backing through social media stimulates interest from potential backers by
drawing larger crowds (Colombo et al. 2015). There is therefore a direct relationship
between the overall success of a campaign and the success of the early stages of its
financing (ibid.).
10
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3.3. Advantages and Disadvantages of Crowdfunding for WEs
3.3.1. Advantages of crowdfunding

Researchers have identified several major advantages of crowdfunding. By
disrupting the banks’ monopoly on financing, crowdfunding makes it easier for
entrepreneurs to access funding (Schwienbacher 2010). The EC model has raised
equity for projects that would rarely have attracted venture capital (VC) investors
because of the wine sector’s lack of short- and medium-term growth potential
(Bechter et al. 2011). The crowdfunding model is thus considered for adoption when
financial requirements are highest, in the early stages of a company.2 While IC is not
without its own complexities and costs, it is an effective way of reaching numerous
potential investors, thus avoiding the time-consuming process of searching for them
(Schwienbacher 2012).

Crowdfunding also gives entrepreneurs a chance to present their products to the
public, thereby obtaining a unique feedback source (Forbes 2017) and improving
visibility to potential clients (Kleemann 2008). Potential backers may include
professionals from various fields, who may provide targeted advice to the
entrepreneur (Bürger et al. 2017). A product backed by numerous individuals
generally has a higher chance of succeeding (Belleflamme et al. 2014, Mollick 2014).
The crowdfunding projects reviewed in these studies consider genuine products or

2

Known as ‘pre-seed’ and ‘seed’ phases in the financial literature.
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productions (music), and find a correlation between the number of backers and the
success of the product.

Lastly, it facilitates the acquisition of the required funding without providing the
collateral a bank would require (Hiernaux 2017).

3.3.2. Disadvantages of crowdfunding

There are drawbacks to crowdfunding. In the first place, it can be challenging from
an administrative point of view. Sending out rewards is time-consuming, as is
maintaining adequate communication with backers (Zeco et al. 2014). The large
number and diversity of crowdfunding platforms complicates the choice for
entrepreneurs (Agrawal 2012).

The financial cost of obtaining support through crowdfunding can be more expensive
than institutional loans, when comparing platform fees and bank interest rates
(Motylska et al. 2015). Surrendering control to a board through EC when shareholder
agreements have not been adequately elaborated can create difficulties managing
the company (ibid.).

Coping with a large number of individual owners (EC) may be considered a
drawback (Schenk 2015). Even without the EC model, backers may have different
expectations (Schwienbacher 2012). They may come from various countries where
the language and culture are different (Agrawal et al. 2012), and they may require
12
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individualised attention, which is time-consuming. This may be compounded if the
entrepreneur lacks social capital3 to meet the substantial investment of personal
resources that the project requires (Gleasure 2015).

The literature demonstrates decisions made early in the process can have farreaching consequences for WEs, and should be considered in the context of the
wine business which this study intends to analyse.

3

Social capital is a measure of the value of resources, both tangible (public spaces, private
property) and intangible ("actors", "human capital", people), and the impact that these
relationships have on the resources involved in each relationship, and on larger groups
(Wikipedia 2020).
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4.0. METHODOLOGY
4.1. Introduction

Research into wine-dedicated crowdfunding is limited (Bargain et al. 2016). The
author, through extensive research on the internet found evidence of 90 wineproduction-related crowdfunding campaigns (since 2009).4 The characteristics of the
most successful campaigns (in value) were analysed in detail from the perspective of
WEs, which required a qualitative study using the case study method.

4.2. Survey Sample

For this study only companies that had completed a crowdfunding campaign of at
least €10,000 intended for the establishment or renewal of vineyards and wineries
were included. Smaller projects were not considered because they were deemed
less relevant to the research.

A total of 65 projects met the criteria and were invited to participate in the study, of
which 62 were funded indirectly through online platforms,5 and three were funded
directly (DC).6 38 companies, including the three which used DC, agreed to
participate fully. For the remaining 27, data relating to their campaigns was obtained
directly from the hosting platforms (but they did not participate in the survey or

4

See Section 5, p.18 for limitations.
See Appendix D., p.104
6
See Appendix G., p.117
5
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interviews). The countries from which the respondents originate (Table 2) accounted
for over 60% of global wine production in 2018 (OIV 2018).

Country

Number of cases

France

16

UK

6

Belgium

4

USA

3

Spain

3

Australia

2

Italy

1

New Zealand

1

Israel

1

Hungary

1

Table 2. Origin and number of study cases per country (n = 38)

4.3. Data Sources
4.3.1. Survey

The 38 WEs were contacted by personal e-mail and telephone between
November 2018 and March 2019. Primary data was collected using an online
questionnaire deployed by SurveyMonkey.7

7

See Appendix C., p. 92
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The questionnaire was constructed to obtain answers about the following:

a) Campaign preparation, duration, communication, and costs;
b) The WE’s perceived advantages and disadvantages of crowdfunding;
c) Experience with the use of a platform;
d) The challenges inherent in the respondents’ projects and specific
campaigns.

Respondents were asked to provide further advice to future WEs through openended questions.

4.3.2. Individual follow-up interviews

The survey was followed by one-on-one interviews with respondents, thereby
clarifying their views and experiences. The semi-structured interviews were based on
the questionnaire, and they were conducted using various methods8 between
February and October 2019. Discussions were focused on the decisive factors of
their campaigns; and there was an additional focus on the duration and cost of their
campaigns. The respondents made no statements that contradicted their respective
questionnaires during the enquiry. Any confidential or contractually binding
information was excluded from the study.

8

Telephone, WhatsApp, Facetime and Viber.
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4.3.3. Platform management

Finally, data from crowdfunding platforms was gathered directly from the websites
and supplemented by direct exchanges with platform management. This data
covered all 62 IC projects. Platform management was interviewed to provide further
details.

4.3.4. Overview of respondents

100% of the survey respondents were business owners. All monetary values were
converted to euros based on the exchange rate on 1 January 2019. A list of all the
crowdfunding projects included in the study, with details of crowdfunding models and
achieved amounts, is found in Appendix D., p. 104.
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5.0 SURVEY SAMPLE LIMITATIONS

There are no records of unsuccessful NVWI. The success rate observed for the wine
industry is higher than the 22.4% average across all industries (Fundera.com 2019).
This is because of the stricter due diligence imposed by wine-dedicated
crowdfunding platforms compared to general platforms,9 on which 33% of projects
[21] were hosted. Indeed, because of this due diligence, projects which might have
failed may have been stopped by platform management even before they were
launched.

The examples described in this paper serve the purpose of underlining the best
crowdfunding practices. Note that these methods may not be as successful for WEs
with lower social capital and less competence.

Crowdfunding falls under the originating country’s national financial market
regulation and supervision commission. Legal requirements, funding limits and
procedures, taxation impacts or opportunities are not discussed in this study.

Crowdfunding concerning wine-related novelties or models using assimilated
crowdfunding (such as Naked Wines or Winery Lane), systems such as the Place de
Bordeaux, as well as wine cooperatives, have been excluded from this study
because their objectives did not meet the research criteria.

9

See Section 6.4.2. p.50
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6.0 RESULTS AND ANALYSIS
6.1. Results - Amounts Financed

Sixty-five successful NVWI supported by crowdfunding were analysed.10 All
crowdfunding models, except DBC, were used (Fig. 1).

Equit-based
crowdfunding;
25%

Lending-based
crowdfunding;
2%

Pre-sales-based
crowdfunding;
12%

Rewards-based
crowdfunding;
61%

Donation-based
crowdfunding;
0%

Fig. 1. Percentages of successful crowdfunding projects above €10,000 by model (n = 65)

RBC was the most applied model of crowdfunding (61%) [40], consistent with the
high number and size of platforms applying it.11 9 out of 14 platforms chosen by WEs
use RBC as their principal crowdfunding method, including the two largest in number
of projects (Indiegogo and Kickstarter; Investopedia, 2019).

10
11

See Appendix D, p.104
See Appendix E, p.106 for a deeper analysis of platforms.
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The average amount financed within RBC was the lowest of all models, at €20,811.
RBC campaigns also had the lowest financial objectives at €10,000–15,000,
suggesting WEs often exceed their targets. Similar amounts were achieved with
PSBC, with an average of €25,361 per campaign. Both methods are perceived as
ideal for financing small projects by the analysed WEs, as they offer the least
constraints and risks in terms of execution and duration.12

Olivia and Didier Le Calvez from Château Clarisse in Bordeaux and Albéric Philipon
of Château Carpe Diem in Provence were the only projects funded by LBC. Both
were advised to choose LBC by the platform WineFunding based on the importance
of the investments, and impossibility to accept other owners in their company
structure (and therefore perform EC). The average amount of their campaigns was
€92,802.13

The highest campaign amounts were achieved by the EC method, with an average
funding of €886,537. These amounts are consistent with current overall global
averages in other industries than wine (Fundera.com 2019). WEs opted for EC for
the largest financing as this was suggested to them by their financial advisors, and at
the time of this study, the only method successful for such amounts.

12
13

See Section 6.2. “Analysis”, p.23
Updated as of 1 October 2019.
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6.1.1. Crowdfunding as an adapted alternative financing method for NVWI

The number and diversity of successful crowdfunding projects internationally
suggests that it is an adapted alternative financing method for funding NVWI, despite
representing only a tiny percentage of funding in the wine business. Crowdfunding
was estimated at maximum €35M14 equivalent as of 1 January 2019 by adding
together all achieved amounts found dealing with wine production.

In general, smaller amounts may be financed with less difficulty through RBC and
PSBC because the initially laid out financial objective is easier to achieve within the
limited execution time.15 Fast funding is possible because larger numbers of
backers16 exist on the platforms offering these models. The financial risk for backers
is also lowest, with an average of only €136 per backing for RBC, and €365 for
PSBC.17 Consequently, WEs may consider RBC and PSBC as providing the most
potential for investments of €10-15,000.

LBC was used only twice by WEs, as this method is rarely proposed by platforms. A
probable reason for the rarity of this method is that all LBC platforms perform
extensive credit checks and attribute credit scores to each project (OECD 2018).
This may place wine companies in the highest risk categories and make them less
attractive to backers.

14

Rounded.
Detailed in Section 6.2.1, p. 23
16
Detailed in Appendix E., p.106
17
Raw averages for the wine industry; total crowdfunding amount divided by number of
backers.
15
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EC is the model that was ultimately successfully applied for projects of several
hundred thousand to millions of euros. Its investments per backing were the highest,
at an average of €4,666. Backers are comforted by the partial ownership, which is
perceived as less risky. From an entrepreneurial perspective, however, partial loss of
ownership is a direct consequence of using this crowdfunding method.18

The data suggests that crowdfunding amounts vary consistently by model, and
depend on the comfort level of the WE in achieving their goal, level of experience
and their perceived level of difficulty in achieving the amount required/set in
achieving that goal. While this is useful for entrepreneurial decision-making,
campaign-specific preparation and execution elements, as well as campaign costs,
should also be considered, to ensure a successful campaign as discussed below.

18

Example given in Section 6.4.2., p.50
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6.2. Analysis - Successful Applications of Crowdfunding Models
6.2.1. The importance of campaign preparation and execution time

Mean durations of three to 16 months were described by the interviewees (Table 3):

Crowdfunding
RBC

PSBC

LBC

EC

2 months

3 months

4 months

6 months

1 month

1 month

2 months

3 months

3 months

4 months

8 months

9 months

model
Preparation phase
(average months)
Execution phase
(average months)
Total time
(average months)
Table 3. Mean duration of NVWI-dedicated crowdfunding, rounded to nearest month (n=38).
Note: This does not include payout duration of average two weeks. See Appendix E, p. 106.

Preparation time before the campaign was underestimated by at least 30% of the
study panel. WEs should expect the preparation phase to have the greatest impact
on the duration of a crowdfunding campaign, as the tasks involved are multiple and
time-consuming. These include choosing crowdfunding model and platform, deciding
which marketing options to take (communication/web/premiums/logistics), financial
and human resources budgeting and planning. For those who decided to collaborate
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with one of the wine-specific platforms, the process required numerous exchanges,19
with some asserting that the paperwork (which can be compared to producing a
detailed business plan) is considerable.

The duration of a campaign is fixed for all IC20 and is usually limited to a maximum of
60 days.21 All 38 WEs involved in RBC confirmed that they opted for a 30-day
duration, as this was advocated to them by the platform22, however, all these
entrepreneurs suggested they would have preferred to choose a longer execution
period; they believed that this would have enabled them to achieve higher amounts
because they were still receiving contributions in the last days of the campaign. As
this does not impact costs or operations, WEs should therefore consider campaigns
of 60 days to maximize results.

The results also demonstrate that it is essential for WEs to consider the time lag for
receiving funds because early expenses (product or premium development, image
and video production, website, social media and other advertising and support ) from
the process must be covered (in IC, funds reach the WE’s account only after the
crowdfunding, minus fees). As the choice of model impacts duration and finance, it
must also be in accordance with the WE’s needs.

19

Detailed in Section 6.3.2., p.41
See Section 6.5., p.51 for additional elements concerning DC.
21
Website/crowdfunding platform dependant.
22
Supposed to ensure only the best projects are successful.
20
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6.2.2. Successful platform communication tools and methods

Creating as many opportunities as possible to reach out to prospective backers, and
as early as possible, is essential to success.23 The development of these
opportunities is the recommendation most offered by WEs.

WE interviewees were forced by the online nature of crowdfunding to increase their
company’s web and social media presence. Interviewees confirmed that two-thirds of
the preparation time leading up to the campaign – more than any other task – was
used to update their website, to create social media content and manage
relationships with potential backers.

The increase in web and social media presence was also a direct result of the choice
of platform (Table 4), which are analysed below.

‘Type’ of platform

Examples (names)

Generic platforms

Kickstarter, Indiegogo, KissKissBankBank…

Wine-dedicated platforms

Cruzu, Fundovino, Terra Hominis, WineFunding

Local platforms

Snowball effect (NZ), Pozible (AUS)…

Equity-dedicated platforms

Seedrs

Table 4. Types of platforms found in the study sample. A detailed analysis of platforms is
provided in Appendix E, p. 106, and Appendix F, p.114.

23

See the literature review; Section 3.2., p.10
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Generic, local and equity-dedicated platforms are used for all types of projects,
including wine, compared to wine-dedicated platforms which are specialised in wine
projects only.

All wine-related platforms provide marketing services and guidance. Other platforms
and dedicated third-party marketing companies provide a complete communication
package on a case-by-case basis. WEs must decide early how and with whom they
wish to communicate (Table 5):

Marketing services and guidance
‘Type’ of platform
offered
They often request updates upon auditing
a project carrier’s online presence.
Managers of these platforms recognise
that many SMEs may not have an
attractive website or sufficiently valuable
Local and Wine-dedicated
social networks, or even the contacts to
platforms
create these to succeed with an online
campaign. As a result, they will either offer
guidance (included in their fee) directly or
suggest WEs access specialised,
dedicated communication companies.
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These, in contrast, do not offer individual
advice; they merely list best practices on
their websites, however, such
Generic platforms

crowdfunding may be considered
comparable to online sales and, therefore,
employing similar marketing strategies
should be considered for success.

Table 5: Marketing guidance and services according to types of crowdfunding platforms.

Even when outsourced, half the interviewed WEs maintained that in their pursuit of
creating a ‘buzz,’24 they underestimated the time and effort needed for appropriate
editorial input to create attractive and professional content.

Consistent with the literature, platform management emphatically encouraged the
creation of a video. 80% of interviewees [30] believed that providing an original video
was fundamental to the early acquisition of backers, and four commented that the
numbers of backers increased when the video was released on social media,
confirming the literature review.25

Unfortunately, the results do not show a consistent message or structure, and little
can be drawn from the varying styles of videos found in the sample, except that they
systematically featured the WEs detailing the objective of the crowdfunding. Further

24
25

A frequently advised objective on generic platform guidelines, confirmed by the literature.
See Section 3.2.1., p.10
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research should be undertaken on this matter to provide WEs with proper advice.

21 of the WEs also created a bespoke plan to communicate with backers (others did
not have a specific plan for their campaign). The highest-achieving projects in value
created the most content and discussions on social media months before the launch
of the campaign. Invivo Wines (NZ) conducted one of the most extensive
preparations leading up to a campaign (EC). Co-founder Tim Lighthouse confirmed
that their business plan placed emphasis on creating a story behind the brand before
the actual campaign was launched in 2015. He cited such ideas as teaming up with
British talk-show host Graham Norton, choosing an eminent fashion designer to
design the labels (paid for with shares in the company), and sponsoring several
prominent artists around the world, as being key to early coverage of the brand. The
partners also launched a billboard advertising campaign (Fig. 2, p.29) – something
that was not seen in any other analysed case. Taking the risk of engaging in such
high marketing expenses without having sufficient funds in an early phase of
crowdfunding is only advisable for those entrepreneurs which believe in the future
success of their campaign and projects, or who have secured enough funds to cope
with these costs.
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Fig. 2: Invivo billboard campaign picture. © Invivo

At the start of its campaign, Invivo created a profile that far exceeded their size and
short history. A major learning from their experience is how probably more than any
other task in crowdfunding, marketing the project to attract potential backers is at the
heart of successful campaigns.26

If WEs are not competent in marketing, they must seek professional advice to
guarantee visibility. An attractive video, or creative marketing ideas such as those
put in place by Tim Lighthouse27 are suggested as pivotal to crowdfunding success
through added visibility.

In conclusion, all WEs confirmed that there is a strong link between success,
creating a buzz and engaging backers, despite just 21 of 38 doing so ahead of their

26

Further detailed in section 6.3.3., p.42
Partnerships with well-known personalities are so far unique to Invivo as far as
crowdfunding is concerned
27
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own campaigns. The earlier that a WE creates buzz and engages backers ahead of
its crowdfunding, the higher the probability of success.

6.2.3. Choosing satisfactory premiums for backers and the consequences

Despite needing less time than marketing activities, choosing appropriate premiums
is seen as similarly important by all interviewees. The type of premium in
crowdfunding is a consequence of the model, and it affects attractiveness, company
operations and costs.

6.2.3.1 Premiums for equity crowdfunding
Backers in EC become partial owners in the company through shared ownership.
The study suggests that only two types of premiums were offered:
—

Dividends paid out in wine,

—

Discounts on wines and services, or participation at exclusive events (and no
dividends).

Given the EC analysed in this study, WEs must consider three main factors
regarding dividends paid out in wine:
—

What are the costs to them?
o This should be consistent with production potential and the financial
capacity of the company.

—

Is the dividend motivating enough to investors?
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o Lukkarinen et al. (2019) suggest that investors in EC consider not only
intrinsic (monetary/dividends), but also extrinsic motivations
(“emotions”).28
—

How can yield variations affect the value of the dividends, and what are the
best methods to mitigate losses?

Château Cazebonne raised €350,000 (on WineFunding.com) offering bottles as
dividends. Backers had to purchase a minimum of five shares at €500 /share and
would receive annually 6 bottles (for five shares), or the equivalent of a 2.6–7.3%
dividend in the retail value of the wines. For Château Cazebonne however, this
corresponds to a pay-out of 50% of the dividend, considering the company’s gross
margin (Duquesne 2019). If considered as a determining factor by the backer, these
percentages were competitive and within the range of those provided by companies
listed in the CAC4029 (BFM Bourse 2019). Finally, yield variations were taken into
consideration, as the shareholder agreement indicated that dividends would vary
according to the average yields of the year (Fundovino.com 2019).

The choice of premiums is also advisable where the company’s shares have a small
individual value. Results of this study show that premiums tend to draw backers who
invest in small amounts. Premiums are more attractive than the number of bottles in
this case, given it could be extremely small. For instance, backers in the

28

Funders are motivated intrinsically through their willingness to help and be part of the
phenomenon (Lukkarinen et al. 2019).
29
CAC40 is a benchmark French stock market index (of the 40 most significant market
capitalisations traded on Euronext Paris).
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Chapel Down Group plc30 crowdfunding purchased shares for a minimal investment
of €158.55 (at €0.32 per share). In addition to a discount on the standard list prices
for wines, backers were offered premiums, such as a tour of the cellar and a wine
tasting, as well as discounts on beers, ciders, and food at their local restaurant.31 As
a result, the Chapel Down Group plc attracted a total of 1,463 backers (the highest
number of investors of any wine crowdfunding to date) with an average investment of
€3,286.

Another advantage to WEs of offering a discount as a form of reward is that the
monetary impact on their company is on margin rather than costs, which is more
attractive financially. Selling the wines at a discounted price may still produce a profit
or at least cover costs, rather than represent a direct expense to the company if they
were offered as compensation for dividends.

Some backers may also consider a hypothetical increase of the share value as a
premium, even if at the time of this research no sales of shares obtained through
crowdfunding had yet taken place (Debure 2019, pers. comm.). However, this
potential increase in share price did not seem to be a primary determinant for
backers according to WEs using the platform Terra Hominis. The values portrayed
by the individual projects appeared to be an important motivation. Those values
showed regional and identity-based emotional ties, where solidarity, support for
regional winemakers, preservation of local vineyards, and heritage are more

30
31

ISDX-quoted company (UK).
Appendix H, p.119 – Fig. 3
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fundamental than financial premiums (Cobbold 2019, pers. comm.).

These findings demonstrate that giving EC backers additional attention in the form of
purchase priority, discounts, tours or participation in the company’s different
production moments, are all valid methods of attracting backers. Contrary to VC
finance, cash dividends are not mandatory. Differentiating backers from regular
customers through premiums is therefore suggested as an additional fundamental
consideration in EC.

6.2.3.2. Premiums for rewards-based crowdfunding
Consistent with the literature (Thürridl et al. 2016), this research shows that
recognition is also essential in RBC. Backers expect to have a wide range of options
when contributing to a project. WEs should, therefore, provide a broad variety of
financing options and dedicated premiums. This was demonstrated by the study’s
results: The simplest prerequisite was a thank-you message on a winery Facebook
page for an investment of €10.32

32

Rouill’Bouc project 2017, on miimosa.com
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Other noteworthy premiums and their corresponding price range from the sample are
included in Table 6.

Equivalent cost
Estimated cost according
percentage per
Rewards in RBC

to WEs
backing (averages
(including shipping)
from RBC campaigns)

Autographed posters, aprons

<€5

<33%

Honey, jam

< €10

<30%

Vine cutting named after the

< €10

<10%

€5 - €500

10%-50%

Personalised visits and meals

€ 20 - € 50

<10%

Helicopter or plane flight over

€ 500

<20%

€ 25

1%

€5-€300

<20%

backer33
Wines (new, old, special
cuvées)

vineyards34
Temporary use of winery
guesthouse
Wine for life35

Table 6. Examples of rewards and their corresponding price range according to WEs (n=38)
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Popelouchum (Randall Grahm) crowdfunding 2015, on indiegogo.com
Build the Barber Cellar Tasting Room crowdfunding 2018, on kickstarter.com
35
Jezreel Winery crowdfunding 2014, on indiegogo.com
34
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Unfortunately, five WEs who engaged in RBC had not properly anticipated the
impact of supplying premiums in terms of workload, shipping costs and the demands
of their time when work at the vineyard was the heaviest. ************, a California
wine producer, commented that while his campaign was a success36, the cost of
supplying and sending the premiums had consumed his entire margin from the
crowdfunding. This amounted to 50% of the total cost of the crowdfunding, the
highest in the study though many others were in this vicinity.37 **************,
California, also confirmed that he had not properly planned for the effort to pack and
ship premiums based on the backing amount, or that this requirement occurred at
the most demanding times of the year.

Although premiums in RBC provide a wide array of options and a corresponding
range of costs to WEs, they must be attractive to both parties. Preparation, timing
and costs should be carefully considered in relation to the amount raised by the
crowdfunding; the individual contribution, as found in this study,38 may be helpful to
determine the ideal cost in this matter.

6.2.3.3. Premiums for pre-sales-based crowdfunding
In this form of crowdfunding, premiums are limited to actual wines. Backers are
offered a discount of 5–7% of the retail price of wines (calculated by comparing the
standard ex-cellar price to the equivalent value per bottle as offered in the

36

It enabled M. Leisure to purchase and ship 10 qvevri from Georgia.
See Table 7, p.46 for details
38
See Section 6.1.1. p.21
37
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crowdfunding pitch to the backer). The amount financed by the crowdfunding always
corresponds to the number of units produced for the campaign multiplied by the
predetermined price of the unit.

The main challenge of providing premiums in PSBC is the risk that output is less
than planned and therefore that not all backers will be satisfied. Two years after
having planted their first 2.5 ha of vines, Domaine W (Belgium) pre-sold the
equivalent of 12,000 bottles of sparkling wines (or 9,000 litres) at a retail price of €25
per bottle. M. Wautier plans to yield 40 hl/ha, or 10,000 litres, just 11% more than
needed. Average yields for sparkling wine in Belgium have been very variable in
recent years, however. From conversations with Belgian producers using the same
grape varieties as Domaine W, these have varied from 15hl/ha (2016) to 70 hl/ha
(2018), or an average of 40 HL/ha – and therefore, there is a risk for Domaine W that
the volumes will not be sufficient to cover the presold amount. If this were to happen,
the owners confirm that the volumes would be split over the following vintage(s).

WEs should make sure they consider yield variation and eventual issues with dry
goods delivery (corks, bottles, labels) or production to mitigate dissatisfaction from
backers. An analysis of all the crowdfunding contracts performed by WE shows that
none had any contractual safeguards, which is a consideration for future projects.39

While premiums in PSBC are the easiest to determine, their packaging and shipment
costs also should be considered. Customers are used to receiving their wines intact

39

Contractual safeguards do not exist for crowdfunding in other industries, either.
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and in time. The expected quality is also essential. Backers have high expectations
and are, according to the interviewees, more engaged in the project than regular
customers. The positive appreciation of backers may, therefore, help generate
additional sales through personal recommendations. The management at
WineFunding.com has refused projects when WEs did not have enough wine
production experience (Debure 2019, pers. comm.).

Finally, as all amounts raised through PSBC are assimilated to turnover, the valueadded tax must be considered, as well as any taxes on profits that arise from the
transaction (this is particularly true if the ‘cost’ of the wine is not yet deductible.) This
crowdfunding model will, therefore, affect cash-flow management for WEs.

6.2.3.4 Premiums for lending-based crowdfunding
The two LBC projects in this study provided no premium other than the equivalent of
interest in wine. The corresponding interest rate for the backers, based on the excellar price, was 14.66%. This rate was sufficiently high to attract even smaller
investors, and lending averaged €700 to €2,000 (crowdfunding amount divided by
the number of backers). The wineries confirmed, however, that the actual cost to
them was closer to paying interest at 3% to 5%. Compared to institutional lending,
this is slightly more expensive for WEs.40 From an operational perspective, similar
considerations come into play for the premiums in LBC as with PSBC and RBC.

40

See Section 6.4.1, p. 46 (Not including platform fees).
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6.2.4. Using crowdfunding platforms

Crowdfunding success is also directly affected by the choice of an adequate
platform. Generic platforms are fully automated; applicants need only fill out online
forms to start their campaign. If the product or premiums meet the platform’s
criteria,41 the project is usually accepted within three days.42 While meeting platformspecific conditions is seamless, WEs who consider these platforms should be
prepared to follow key crowdfunding procedures, as they will not be given much
assistance. This is therefore advisable only for smaller RBC projects.

WEs confirm that the deciding factors in opting for a wine-dedicated platform were its
perceived specialisation and knowledge of the wine business, closely followed by the
quality of previously funded projects. While these platforms have higher fees,43 they
also provide a much higher success rate – just under 90% compared to 50% for
generic platforms.44

A decisive factor in choosing local platforms was the facilitated access to the
platform managers. This was the case for each of the Australian wineries, which
were funded through the local platform ‘Pozible’. This suggests that community, local
and emotional ties are effective in wine industry crowdfunding.

41

See individual websites for details.
Appendix E, p.106
43
Between 4.5% and 10%, see Appendix E, p.106
44
Appendix E, p.106
42
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Both local and wine-dedicated platform management are keen to respond to and
interact personally with the WEs, as platform management confirms. While the WEs
most often initiated contacts with local or wine-dedicated platforms, platform
management took the lead in the ensuing communication. Early exchanges focused
on determining whether the project was viable, and if so, what crowdfunding model
should be used. Discussions about business models, financial planning, due
diligence and the legal framework proceeded as though the WE had requested
outside help to elaborate their business plan. WEs who are not comfortable with
crowdfunding or business planning will, therefore, profit from choosing a local or
wine-dedicated crowdfunding platform, but they must be aware of the amount of
planning involved and the higher platform fees.45

Over 85% of respondents [33] confirmed that the platform kept its promises. Only
three46 though negatively about platforms, and commented that the community of
backers was not as active as they had imagined. They had all anticipated that the
crowd on a platform would embrace their project out of sheer interest, with little to no
activity on the WE’s side other than presenting the project and its premiums.

The lack of perceived activity on platforms is probably the result of web bots, which
notably use algorithms to analyse web-performance (‘clicks’) in the initial days of a
campaign on a generic platform.47 A generic platform’s system will, therefore, feature

45

Appendix E, p.106
All performing a first-time RBC on a generic platform.
47
Campaigns that raise 30% in the first week are more likely to succeed (Fundera.com
2019).
46
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only campaigns that generate enough clicks on the front pages. If not, the page will
be relegated to the back, with less visibility.

WEs must consider online campaigns on generic platforms as similar to online sales,
where keywords, website architecture and referencing are the essential components
for success. Several WEs, such as the UK-based Amanda Thomson of Thomson &
Scott,48 confirmed that one should not expect any help from the platform in
promoting the campaign. WEs choosing these types of platforms must, therefore, be
prepared to also promote the campaign on their own, as previously described.49

Finally, equity-based platforms perform much as financial intermediaries. Interaction
with WEs, besides assisting with financial, legal and contractual elements,
essentially revolved around promoting the project to their backers’ community. The
backers on these platforms constitute a different ‘crowd’ from other types of
platforms (Debure 2019, pers. comm.). Importantly, these communities comprise not
only private individuals but also often VCs and angel investors.50 Professional
backers are motivated by investing directly in company capital; they are aware of the
consequences of doing so because they have advanced investment capacities. A
WE’s interactions with EC-dedicated platforms are therefore more technical, driven
more by legal and financial due diligence, and are thus less focused on the project’s
values or challenges.

48

Funded on Crowdcube.com
Section 6.2.2, p. 25
50
Also known as a business angel – an individual who provides capital for a business startup.
49
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6.3. Advantages of Crowdfunding for WEs

6.3.1. Faster alternative to institutional lending

Twenty WEs interviewed cited the short time in which funds can be made available
as crowdfunding’s fundamental advantage. Jasper Dickson of the Angeleno Wine
Company in California achieved over 50% of his US$20,000 crowdfunding goal
(RBC) in one week on Kickstarter, hitting the target amount within ten days. He went
on to nearly double his initial request. He considered the speed at which the funds
were raised, without prior financial experience and personal wealth, as being pivotal
to his ability to open his first Los Angeles winery in August 2018. As the first urban
winery to open in Los Angeles for over 100 years, the Angeleno Wine Company
attracted a lot of free press from the announcement of the campaign, and high initial
interest from the local community are both likely to have enabled this performance.

6.3.2. Connection to the community of backers

Crowdfunding brings additional exchanges with backers, thus creating new clients
and brand ambassadors. A crowdfunding campaign is, according to Nahar Jehuda
from Jezreel Winery in Israel, similar to a commercial pitch: it’s necessary to create a
lot of awareness about a project and to create a story around it (Nahar 2019, pers.
comm.). Nahar thought it was critical to build relationships with backers who then
became his best ambassadors. Through his many direct contacts on social media,
Nahar was able to attract about 100 backers, which substantially increased his client
41
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base. He emphasised that a project must make sense to potential backers and that
crowdfunding is more about long-term relationships built around the product and its
story than the short duration of the crowdfunding effort.

Interviewees experienced from five to 25 individual interactions with each of their
backers. According to interviewed WEs, topics ranged from simple questions about
the WE, the project and the intended use of funds to more personal questions about
the WE’s or the company’s values. It is therefore important for a WE to consider,
early on, whether they can follow up a contact individually and in a timely manner so
as not to demotivate backers. WEs must plan to meet such needs before beginning
crowdfunding.

6.3.3. Improved image and overall visibility

Successful WEs created a buzz around their company and products through
numerous contacts with backers, reinforcing the company’s visibility and overall
performance in a virtuous circle. Although this study does not find this to be the
direct result of crowdfunding, the increased investment needed in online and social
media because of the crowdfunding efforts led systematically to greater visibility of
the company’s projects, not only from backers but also from potential customers.

An improved image is not guaranteed, however. Champagne producer **********
launched an RBC on the ********** platform in 2014, aiming to finance a 25 HL foudre
(barrel) for €15,785. This successful campaign ignited controversy in a large online
42
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wine community51 about the reasons a Champagne producer would seek financing
through this channel. **********’s decision to offer existing wines from the domain at
no discount and with no relation to the foudre was highlighted as making no sense
for those participating in the exchange, several of whom were private clients of M.
***********’s Champagnes.

The results support the literature in suggesting that WEs must be transparent and
consistent when using crowdfunding.52 They must consider the PR implications and
not see crowdfunding merely as a financing option. Considering M. *********’s
experience, handling online reactions and comments is something WEs must
consider when planning a crowdfunding campaign.

6.3.4. Expanded opportunities for entrepreneurs with limited personal
resources

For small business owners with limited cash on hand or a lack of collateral, RBC
provided a valid means to fund projects that would not have been possible
otherwise. *****************, who started with two hectares of vines, commented that
the €15,005 she obtained from crowdfunding, which allowed her to construct the
winery’s cellar, was not available through banks because she did not have a proven
financial track record.

51
52

See www.**********.com
See Section 3.2.1, p. 10
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Results show that crowdfunding is consequently an ideal financing method when
access to cash is difficult. It enables the completion of projects that are otherwise not
possible. Not having to provide collateral also opens doors for WEs looking to
expand without affecting their personal assets. Crowdfunding is, therefore, a valid
method of reducing personal risk for WEs, and sharing it with backers.

PSBC and EC may also be financially interesting when the debt-to-asset ratio is
high, a common feature in wine production companies. That is, when a company
already has high debts, further debt might threaten the company’s financial stability.
M. Schoonbroodt of Vin du Pays de Herve (VPH) confirmed that he was able to
acquire further bank loans because of his EC. It was unknown to him at the start of
his campaign that banks value this ratio so highly (Schoonbroodt 2019, pers.
comm.). PSBC and EC may, therefore, reinforce a company’s financial stability and
quality.53

6.3.5 Extending international presence

17 of the 38 interviewees indicated funds for crowdfunding campaigns originated
from international sources (or from across several states for projects based in the
United States). Although no study has been performed on the geographic dispersion
of backers and its consequences on a company’s financial success, 12 WEs
believed they benefited from the wide geographic range of their backers and three

53

Appendix I., p.120 makes a brief additional analysis of the financial impacts of EC.
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claimed that crowdfunding opened new markets. Better product dissemination to
backers may, therefore, augment a company’s international presence and result in
additional sales. This is due to the strong ties resulting from personal contacts
between WEs and backers during the crowdfunding process and the ensuing
general support of backers. Further studies should be undertaken in this regard.

The online nature and diversity of the backer communities imply that the company
and its products are more broadly visible. WEs may take advantage of this positive
feature of crowdfunding by considering the origin of the backers on a platform,54 and
adapting their communication to the cultural differences of the targeted backers’
profiles.

54

Available through platforms directly.
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6.4. Disadvantages of Crowdfunding from a WE’s Perspective
6.4.1. Costs of crowdfunding compared to institutional lending
Crowdfunding is often viewed as an alternative financing solution to institutional
lending, with the literature confirming it is also more expensive.55
6.4.1.1. Indirect wine crowdfunding – platform fees compared to institutional lending
This study confirms that IC is indeed more expensive than institutional lending. Costs
induced by a campaign vary, and depend first on the platform used, and therefore on
the platform’s fees.56 For example, Table 7 shows the cost57 of an average
successful all-or-nothing campaign of €20,81158 through RBC and an average
donation of €25 (Kickstarter statistics 2019) for the two most important generic
platforms (Kickstarter and Indiegogo).

Indiegogo

Platform fee
(EUR)
€1,040.55

Payout fee
(EUR)
€853.25

Total
€1,893.80

Equivalent
percentage
9.1%

Kickstarter

€1,040.55

€790.82

€1,831.37

8.8%

Table 7. Example of platform fees breakdown for a €20,811 RBC campaign on the two major
generic RBC platforms.

55

See Section 3.3.2, p. 12
See Appendix E, p.106
57
Does not consider bank transfer fees if the entrepreneur’s account is in a country outside
the USA.
58
Average found in study for RBC, refer to see Section 6.1., p.19
56
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In comparison, in the United States, depending on the project’s risk assessment and
potential collateral, a bank would charge interest of 4% to 6% for a standard bank
loan (Value Penguin, US Federal Reserve 2019).59

In this study, wine-dedicated platforms showed variable fees, depending on the type
of project and the model of crowdfunding. According to three European WEs,
platforms have exceptionally lowered their ‘base’ fee from 10% to 5% as part of the
negotiation process. In comparison, the average bank loan rate for SMEs in the EU
on loans of less than €1 million was 1.56% as of the July 2019 (European Central
Bank 2020), with 0.3 to 0.5% in additional bank fees (‘La Finance pour Tous’ 2019).

This confirms that – in direct comparison – platform fees for RBC in both the USA
and Europe are more expensive than institutional interest rates and banking costs
combined. These fees may nevertheless be equivalent to, or even less expensive
than, banking rates and costs in countries where inflation or economic instability is
high (for example Mexico, Turkey or Lebanon). This would make crowdfunding a
more attractive alternative for WEs from a cost perspective.

6.4.1.2. Additional expenses directly linked to crowdfunding activity
To ensure a high success rate, wine-dedicated platforms insist on certain types of
premiums, as discussed in Section 6.2.3. (p. 30), yet these may sometimes
represent a heavy additional workload and consequently a financial burden.

59

To which additional banking fees up to €305 may apply
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16 of the WEs suggested that their company’s payroll was affected by the
crowdfunding process. Raw data shows a correlation between the amount and size
of crowdfunding, the crowdfunding method and payroll, as expressed by the WE.
Whereas smaller campaigns in RBC were managed entirely by the WE, interviewees
responsible for larger campaigns indicated they hired part-time staff in marketing and
communication outside platforms initially fully dedicated to the crowdfunding effort.
As employment needs are a direct result of the company’s structure, no direct
conclusions can be made except that the larger the campaign, the more it may cost
from a payroll perspective.

Online presence and general access to backers are included in the platform fees,
however, the highest-grossing online campaigns such as Invivo used ‘Ads’ on
Google and Facebook that were paid for by additional budgets (Lightbourne 2019).
As previously indicated, this is particularly suggested for campaigns on generic
platforms where web performance is most directly linked to crowdfunding success.

Copywriting was used in 18 cases to achieve satisfactory content presentation,
which is not imperative with institutional lending. Legal and accounting costs were
also sometimes partially included in the platform fee.60

60

Notably on WineFunding.com (Debure 2019, pers. comm.)
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While limiting expenses is advisable, the amounts in Table 8, compiled from both the
raw data available,61 and completed by interviews, may help a WE determine the
maximum expenses per backing.
Type of model, average backing per campaign, average
number of backers - wine industry

Average backing*
Average number of

RBC

PSBC

LBC

EC

136 €

365 €

2,209 €

4,666 €

152

70

42

190

backers*
Range of costs other than platform fees
Premiums (incl.

1% - < 50%

< 60%

3-5%

1-2%

Website

<15%

<10%

<5%

0.5-1%

Video

<5%

None

<1%

<0.06%

Additional

<5%

None

None

0.5%

Events

None

<10%

<10%

1-2%

Direct advertising

None

None

None

1-2%

Copywriting

<5%

None

None

0.5%

<30%-80%

<70%

<21%

<8.06%

shipment)

referencing

Total (exc.
platform fees)

Table 8: Range of costs other than platform fees, expressed as a percentage of total campaign
achievement by WEs. (*) See Appendix E, p.106 for raw data.

61

Appendix D, p.104
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6.4.2. Other perceived disadvantages

These include but are not restricted to (Table 9):
Disadvantages as perceived by WEs

Conclusion

in this study
Five WEs suggested they had lacked

WEs must make sure they remain

focus on the company objectives and

focused on business objectives and

operational imperatives resulting from

evaluate the additional tasks resulting

the additional time for campaign

from crowdfunding.

preparation and execution.
Alec Bol experienced difficulties in

EC and wine-dedicated platforms offer

managing the board of Vin de Liège

standard shareholder’s agreements as

(VDL) (Belgium) because over time he

part of their fees. These must be

had elected backers on the board who

carefully constructed in order for the WE

differed from his managerial views. For

to remain in control of the board.

his DC, the potential loss of control over
the company through a poorly written
shareholder’s agreement or by allowing
access to the board for backers was not
in line with the WE’s desires.
Mike Barber (USA) suggested that his

WEs who are poor at writing and

company’s short-term profitability was

following a financial plan risk finding that

reduced due to the cost of

crowdfunding costs more than the

crowdfunding.

revenue it generates.
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A deficit of control and involvement with

This may be detrimental to long-term

backers by WE may happen when

relationship building with backers, and

marketing and communication are

backer community. WEs should be

outsourced to platform or a third-party,

encouraged to remain in contact from

such as experienced by several WEs.

the beginning of the process with as
many backers as possible ensuring
strong, profitable relationships.

Table 9: Perceived disadvantages by WEs not covered in previous sections.

6.5. Additional results around direct wine crowdfunding

Online platforms facilitate the crowdfunding process in that they provide a
framework62 and a directly accessible group of potential backers. DC, however,
saves the most important cost of online crowdfunding: the platform fee. M. Bol of
VDL saved at least €42,650 in platform fees (5% of €853,000) by performing his
campaigns directly.

Although focusing on social media and online presence was necessary for those
crowdfunding through platforms,63 DC project owners confirmed that direct
communication within the local community was more important. All three WEs used
their social networks to build their campaign, applying classic ‘sales and marketing’
techniques, such as:

62
63

See Section 6.2.4. p. 38
See Section 6.2.2. p. 25
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—

Presence at local wine and food fairs;

—

Organisation of wine and food events;

—

Contact with local press, banks, politicians and institutions; and

—

Contacts within the professional wine world (sommeliers, wholesalers,
importers, wine clubs, and more).

Most of these crowdfunding tasks were performed by the owners of the companies
without any outside intervention. The different WEs confirmed that in addition to their
time, each of these events was paid for through either direct sales or sponsoring. M.
Schoonbroodt of VPH confirmed that in total, the direct costs linked to crowdfunding
did not represent more than 1% of the acquired amount.

While similar IC campaigns lasted an average of 9 months,64 the average duration of
the DC campaigns was 18 months – double the time it took to obtain funds through
platforms (but contrary to IC, most DC campaigns are not limited in time). Activities
relating to the crowdfunding effort (acquisition of backers and funds) are mostly
“physical” and not “virtual” and thus require more time to execute. WEs applying DC
should therefore feel at ease with the “physical” selling of their projects.

Also, as funds in DC are deposited directly onto the WEs bank account they affect
cash-flow less than in IC (money is acquired over the whole duration of the
campaign, rather than in a single instance as in IC).

64

See Section 6.3.1. p.41
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In conclusion, DC is an ideal method for WEs with larger and longer-term projects
and low personal finances, and WEs confident about their capacity to sell their
project/products directly despite an eventual lack of wine-related experience.
Additional research should be undertaken on DC, as this study has uncovered that it
is a potentially interesting alternative to the use of IC platforms for the WE.

6.6. Crowdfunding motivations

In addition to the perceived advantages of crowdfunding, WEs used it because of the
values that it portrayed:
The sense of community that it created,
The draw of crowdfunding on younger and non-traditional investors,
The sense of sharing a project it provided.

As a biodynamic producer, Alec Bol of VDL confirmed that crowdfunding is “in the
company’s DNA”. Bol believes that project backers sharing the same values create a
community and are support of project long term, and he underlined the importance of
a strong local presence and image. He attributed the success of his campaigns to
the quality of the project, coherence in the motivation of the backers, and the
community he was able to unite around the project – a comparable motivation to the
project analysed on the Terra Hominis platform.

French wine producers Julie Fouassier of Rouill’Bouc (a biodynamic/natural estate in
Charente) and Adrien Pélissié of the Winerie Parisienne (an urban winery) chose
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crowdfunding because they believed it was in line with their personal philosophy of
sharing. M. Pélissié suggested that crowdfunding is also a movement away from
banks. Natural, biodynamic producers and urban wineries in the sample have
created communities that share their values, consistent with crowdfunding.

EC seems to be particularly successful when the WE wants to share ownership and
even some decision making with backers who embrace the same values (as
expressed by 10 WEs) – and an appropriate shareholder’s agreement has been
written.65 This personal trait of the entrepreneur may be important to the success of a
campaign.

WEs may draw upon the motivations of backers to attract like-minded individuals and
secure a successful campaign. WEs should, therefore, make building a community
of like-minded individuals a priority, which will benefit the crowdfunding and the
company in the long term.

Part of the communication effort undertaken by WEs must, therefore, be geared at
adequately communicating the core values of the company to the target audience of
backers who embrace the same values. This is possible by investigating platformspecific backer community profiles and then making sure this is congruent with the
company’s and the entrepreneur’s belief and values.

65

See Section 6.4.2., p.50
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7.0 CONCLUSIONS AND INDUSTRY RECOMMENDATIONS

The goal of this research was to analyse the use of crowdfunding as a tool for
financing NVWI projects worldwide. The results showed that WEs may successfully
raise amounts through crowdfunding in instances when:
—

The WE’s personal assets are insufficient to carry out the project;

—

Little to no collateral is present, thwarting bank loans;

—

The business model is insufficiently interesting for VCs to pitch in or too little
experience is available to convince investors;

—

A company’s balance sheet cannot accept further debt;

—

The WE wants to mitigate financial risk;

—

The company wants to attract new clients from the backers’ community by
building a following where participants become brand ambassadors; and

—

The company has exhausted possible institutional lending.

Crowdfunding is expensive, and it may require many tasks. The model necessitates
spending at least as much time as preparing for and executing institutional financing.
To be successful, WEs must develop compelling strategies with which to attract a
large number of backers in a short period.

Fundamentally, WEs should therefore first reflect on the crowdfunding model most
likely to meet their financial need.
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7.1. Crowdfunding Model is Crucial to Success

An appropriate crowdfunding model should be selected upfront because this
determines all subsequent operational decisions and drives potential success. The
crucial questions to ask are:

1. What is the desired amount of investment for my financial need?
—

Investments of €10-25,000 equivalent are most easily attainable by
applying RBC and PSBC,

—

Investments above €90,000 may be best covered by LBC or EC,

—

Investments equivalent to several hundred thousand euros can be
acquired only through EC.

2. What is the urgency of the required funds, and what will the duration of
use of the investment be?
—

RBC and PSBC are best adapted for achieving short-term additional
revenue, therefore best applied to short-term projects and financial
needs of less than a year.

—

As LBC and EC connect backers and the entrepreneur for long
periods, they are best adapted to long-term projects and financial
investments with objectives of more than a year.

3. Does the financial structure accept further debt (LBC) and is the WE
willing to allow external ownership of their company (EC)?

Once selected, the method chosen for crowdfunding is usually a third-party online
platform, but crowdfunding may also be performed directly by the entrepreneur who,
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as previously detailed, needs to be prepared for the additional time and effort
commitments involved.

7.2. The Vehicle Must Fit Scope, Size and Objectives of the Project

The DC approach has been demonstrated to save the most significant expense – the
platform fee, however, entrepreneurs choosing to use DC must have excellent
communication, marketing, financial and legal knowledge, or be ready to outsource
and manage those factors, which may impact relative costs.

The use of platforms will vary if the WEs lack resources, time or knowledge of
crowdfunding. In these instances, wine-dedicated platforms will be the most
appropriate as they are better suited to the specific needs of the industry and the
WE.

Other types of platforms may be considered in certain situations:
—

Local platforms should be favoured if the entrepreneur wants the project to
have a strong local rooting, and to profit from commonly engaged platform
management.

—

Generic platforms should be chosen for entrepreneurs at ease with Web
2.0 communications if fast results are expected and the financial objective
is limited.

—

Equity-dedicated platforms should be chosen if an entrepreneur wants to
attract large numbers of private and professional investors. The
57
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entrepreneur will need to be supported by financial and legal
professionals.

The numerous tasks involved in crowdfunding, as well as the time and resources
required, have operational and financial consequences.

7.3. Timing and Resources May be More Significant than Perceived

Future WEs must consider a campaign as an extensive product launch, where
brand-building is the essential component of success. An IC campaign takes
between two and 12 months before any funds are available. Critical factors for
entrepreneurs include the human element (e.g., time, energy, wages) and upfront
marketing expenditure of up to several thousand euros.

Successful WEs using third-party platforms spend extensive time posting on social
networks and creating media content, notably by producing an attractive video and
investing in an adequate web presence. This is less often the case in DC projects,
which favour more classical marketing techniques. For both, however, success
means attracting a great number of backers before the campaign has even started.
Motivating backers to join the investment campaign needs to be the prime concern
resulting from these tasks.
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7.4. Choosing the Best Premiums to Attract Backers

Choosing appropriate premiums is essential to a project’s success, because they are
critical for attracting backers even though they are a considerable part of the
expense of a campaign. First, the cost of premiums must be proportional to the
amount of each backing. Second, they must be sufficiently singular and attractive to
appeal to backers. The most important considerations are distinctive products, price
discounts and exclusive events, which give backers the impression of privileged
treatment. This is done by way of personal and attentive relationships with backers,
particularly through social media, and by the persuasive suggestion that backers are
privileged over regular clients through exclusive offers.

The coherence of the values shared among backers in the targeted community and
the entrepreneur is similarly confirmed as beneficial for success.

This is the first study to comprehensively analyse crowdfunding projects from the
perspective of WEs and to compile the tools to help understand this financial
alternative. It is intended to illuminate the many options it gives to WEs, and it is
hoped it will encourage many exciting wine projects to become a reality.
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Note: RPPs must be submitted via your Advisor to the IMW
Proposed Title
An analysis of the use of crowdfunding methods as a tool for financing new vineyard and winery projects
worldwide from the perspective of wine entrepreneurs.
Research Questions: Define the subject of your Research Paper and specify the specific research
questions you plan to pursue. (No more than 200 words)
« The unique value of crowdfunding is not the money, it’s community66 »

This study’s intent is to investigate the use of crowdfunding or assimilated cooperative financing methods
as a mechanism for financing new commercial vineyard and winery projects of at least 10,000 Euros or
equivalent.

Through a global analysis of research on crowdfunding, this paper will seek to present the current players
in the field, explain the motivations involved, and outline current limitations of the process.
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Mollick, E., (2016) Entrepreneurial Finance, Harvard Business Review, April 21, 2016.
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The research will be limited to wine companies which are seeking/have obtained financing through
crowdfunding for new vineyard (land, vines) or new winery (real estate, equipment, storage/barrels)
investments.

The study will seek to answer the following questions:

1) What are the methods of crowdfunding and how are they currently applied worldwide in the wine
business?

2) What are the benefits and possible drawbacks of using crowdfunding as a method of financing from
the perspective of the project carrier?

3) What decisions must entrepreneurs make when considering crowdfunding?

Background and Context: Explain what is currently known about the topic and address why this topic
requires/offers opportunities for further research. (No more than 200 words)
Investments in new vineyard and winery projects are considered risky, and cash intensive67.

Cash flow from these often lags several years behind expenditure and capital outlay68, and its accurate
predictions are complicated because of the inherently unpredictable nature of grape growing and wine
production69.

This clearly limits the level of return on investment and constitutes a barrier in the search of traditional
financing options for projects.

67
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vol. 3, issue 3, pp. 281-294.
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Cannella, M. (2015) ; 2015 Vermont Vineyard Feasibility Study, FBRR 014: University of Vermont Extension.
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Crowdfunding is considered an alternative method of obtaining equity and an alternative to institutional
loans.

Current research on the subject has been limited to the financing of traditional SMEs70 or agrobusinesses71.

Crowdfunding towards new vineyard and winery projects has only been studied from a wider angle
focusing on the motivations behind crowdfunding and specific campaigns72,73 of current platforms74 and
impact on land prices75.

Whilst these studies provide interesting documentation on the inherent methods and potential for
applications of crowdfunding, none focus on the advantages and disadvantages of using crowdfunding
from the perspective of the entrepreneur, detailing both short and long-term benefits and drawbacks.
Sources: Identify the nature of your source materials (official documents, books, articles, other studies,
etc.) and give principle sources if appropriate. (No more than 150 words)
Initial sources concern peer-reviewed articles in the following:

1. On the impacts of financing methods in the wine industry through crowdfunding and similar
approaches: Journal of Wine Economists, American Association of Wine Economists, Journal of
Business Venturing, Google Scholar, World Bank, IMF

SME – Small and Medium-sized companies
Hollinger, F. (2004) Financing Agricultural Term Investments. Agricultural Finance Revisited No. 7. Rome: Food and Agriculture
Organization of the United Nations/ Deutsche Gesellschaft für Technische Zusammenarbeit.
72
De Buysere, K., Gajda, O., Kleverlaan, R. and Marom, D. (2012) ; A Framework for European Crowdfunding. Resource Document,
European Crowdfunding Network, introduction.
73
Bargain, O., Cardebat, J.-M., Vignolles, A. (2018); Crowdfunding in the Wine Industry, Journal of Wine Economics, Volume 13, issue 1,
February 2018, pp. 57-82.
74
Mariani, A., Annunziata, A., Aprile, MC., Nacchia, F. (2017); Crowdfunding and wine business: Some insights from Fundovino
experience, Wine Economics and Policy, Volume 6, issue 1, June 2017, pp. 60-70.
75
Montaigne, E., Coelho, A. (2018); Land Market and Crowdfunding: Impact and challenges of alternative financing in French wine
estates, American Association of Wine economists, Ithaca 2018 conference, 20 Feb. 2018.
70
71
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2. Founding research on which the study will build:
Bargain, O., Cardebat, J.-M. and Vignolles, A. (2018) Crowdfunding in the Wine Industry, Journal of
Wine Economics, Volume 13, Issue 1 February 2018, pp. 57-82
Mariani, A., Annunziata, A., Aprile, M.C., Nacchia, F. (2017); Crowdfunding and wine business: Some
insights from Fundovino experience, Wine Economics and Policy, (6) pp. 60–70
Research Methodology: Please detail how you will identify and gather the material or information
necessary to answer the research question(s) and discuss what techniques you will use to analyse this
information. (No more than 500 words)
For the clarity of the paper, cooperative financing methods, notably crowdfunding, will firstly be defined
and explained.

A literature review will subsequently provide an overview of the various cooperative financing solutions
available worldwide to wine-producing SMEs with the aim of answering the first question:

1) What are the methods of crowdfunding and how are they currently applied worldwide in the wine
business?

The literature review will comprise current information on the basis of two components;

1.

The specific crowdfunding platforms will be listed and their strategy compiled and briefly analysed.

AND;

1.

The study will list from current academic papers the motivations of crowdfunding investors.

2) Simultaneously, a direct worldwide survey using SurveyMonkeyTM will be emailed to the various
vineyard/winery establishment projects using/which have successfully used crowdfunding with the aim to

85
© The Institute of Masters of Wine

analyse the benefits and drawbacks of crowdfunding as a method of financing in the eyes of the
entrepreneur76.

Between December 2018 and March 2019, questionnaires will be sent around the world to all known
project carriers. The questionnaire aims to analyse as many possible projects from as many different
areas around the world to obtain a global overview of current industry practices, without focusing on a
single country or region.

With respect to these funding practices, the questionnaire will be split in three parts, each focusing on
open-ended questions:

1.

What guided the entrepreneur in using a cooperative financing method?

1.

What were the benefits and drawbacks of using the chosen model?

1.

What was the cost of using the chosen model?

The questions will not investigate local legal constraints, nor will they seek to obtain confidential
information, such as obtained interest rates. National legal constraints in terms of financing are, at this
stage, believed to play only a minor role as this orientation of this study concerns. They may however, if
necessary, be listed to provide further scope for future studies.

Results from the questionnaire will subsequently be compiled and analysed.

3) The paper will also provide analysis from the experience of three successful Belgian wine
crowdfunding77 that did not use online platforms (in contrary to those of the worldwide survey).

150 project carriers will be contacted directly through their published email, an early estimate of all
projects found on the different platforms.
77
These projects have been chosen because they are the only DC known in the wine industry that
correspond to the study criteria. In addition, Belgium was chosen because it allows a more thorough
76
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Lastly, the paper will make industry recommendations destined at future project carriers in the wine
business within the scope of the paper. It will point to best practices and suggest the most viable options
in accordance to the size and types of projects, drawing from the literature review, results of the global
study questionnaire and interviews based on entrepreneurial experience of past successful crowdfunding.

Potential to Contribute to the Body of Knowledge on Wine: Explain how this Research Paper will add
to the current body of knowledge on this subject. (No more than 150 words)
The World Bank expects total crowdfunding to reach US$ 93 billion by 2020, a substantial growth from
US$ 6.1 billion in 2013.

Surprisingly, there is limited research pertaining to cooperative financing models such as crowdfunding
on winery and vineyard investment.

A better understanding of cooperative financing models, advantages and disadvantages from the
perspective of the wine entrepreneur, may facilitate new and more viable projects in a business
traditionally difficult to finance.

Given the potential increase in vineyard area78 and new winery projects in marginal countries such as
Belgium, the lack of historical data and insecurity about potential return on investment, these financing
models may be considered as the most efficient.

investigation and comparison, as a result of its young yet strongly growing wine industry and the
relative of projects which use such alternative financing methods.
78
Dienst, V (2015), thesis; Le potentiel viticole Wallon, Montpellier SupAgro, 2015, abstract,
confidential thesis.
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This research hopes to pave the way in order to facilitate and induce critical thinking about cooperative
financing for new winery/vineyard investments.

Proposed Time Schedule/Programme: This Section should layout the time schedule for the research,
analysis and write-up of the Research Paper and should indicate approximate dates with key
deliverables. Dates of submission to both Advisors and the IMW must be those specified by the IMW.

November 2018
1 November – Finalisation of literature review;
2 November – Submission to IMW by advisor of RPP;
15 November – Analysis of the different forms of cooperative investment in the wine business, scoping;
30 November – Compilation of addresses and details of current and recent winery and vineyard projects
that have used a cooperative financing method worldwide;
30 November – Initial contacts with Belgian wineries that have used/are using cooperative financing;

December 2019
15 December – Elaboration of the initial questionnaire destined at global project carriers;
31 December – First contacts with project carriers around the world;

January 2019
11 January – Send global questionnaire;
18 January – Elaboration of questionnaire for Belgian project holders;
31 January – Follow-up interviews with Belgian project holders;
31 January – Follow-up of global questionnaire;
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February 2019
17 February – Finalisation of all data; collection, analysis;
24 February – Financial analysis of the Belgian companies;

March 2019
31 March – Analysis and completion of study;

April 2019
7 April – Send final analysis to advisor;
Corrections, amendments and proof reading;
14 April – Send first draft to advisor;
Corrections, amendments and proof reading;
15 April – confirmation to IMW of intent to submit RP;
30 April – Send second draft to advisor;
Corrections, amendments and proof reading;

May 2019
15 May – send final draft to advisor;
Corrections, amendments and proof reading;

June 2019
1 June – send definitive RP to advisor;
Final corrections, amendments and final proof reading;

28 June – Submission to IMW by advisor.
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(Total word count of Appendixes 1,713 words.)
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B. A brief history of crowdfunding

As a financial tool, crowdfunding is several centuries old. Variations of the model existed as
early as the 17th century. Several books and musical compositions were pre-financed by a
pool of people (‘praenumeration’). One prominent example is W.A. Mozart, who was
backed by 173 donors to whom he proposed copies of his sheet music for several
concertos as collateral. Notably, the Statue of Liberty is also believed to have profited from
a crowdfunding campaign in 1875, as over 160,000 French and American citizens financed
it through small individual contributions.

Most major crowdfunding platforms were launched in the aftermath of the global financial
crisis of 2008. Regulatory changes made it easier for project promoters to obtain financing,
and a legal framework addressing crowdfunding was introduced in 2012 and 2013 in the
United States (Title II of the JOBS ACT), in 2014 in New Zealand (the FMC Act), and in
2017 in Europe and Australia (EU 2017/1129; Crowd-sourced Funding Act of 2017). These
changes dramatically increased the total amount of global crowdfunding.

By 2017, there were an estimated 2,000 online crowdfunding platforms worldwide
(Galkiewicz 2018). Total crowdfunding worldwide increased from USD $1.5 billion in 2011
to USD $35 billion in 2015, and is expected to grow to over $300 billion worldwide over the
course of the next six years (online reference - Fundera 2019).
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C. Questionnaire
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D. Crowdfunding projects used for research
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E. Analysis of wine-related crowdfunding platforms
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These values are without VAT, where applicable.
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‘Wine Funding’ requires due diligence for equity crowdfunding projects, which is invoiced separately.
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KissKissBa

Global,
2009

137.843

nkBank

€4,000

Rewards70% 1.6 M

French

All or
5.0%

based

3%

none

Within
Postal

nothing

2 weeks
Bank,
stable

108
© The Institute of Masters of Wine

Name of Platform

Other information

Largely automated exchanges. No guarantees of payout by backers of
Indiegogo
premium.
Restrictive before the campaign, does not allow alcohol as perk/premium.
Kickstarter
Automated exchanges.
No cash may be used as premiums. More personal exchanges, yet takes longer
Pozible
to be approved.
Offers a convenient mentoring program and owns the House of Crowdfunding
KissKissBankBank
in Paris (where wine entrepreneurs can meet and exchange). Automated.
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RewardsWemakeit

2012

Switzerland

61%

290,000

All or
6%

4%

none

based

Payout
delay

Recent
evolution

Method

Other
fees

Cashing
fee

Base fee

Specialis
ed in

Number
of
backers

€9,210

Success
rate

Average
financed
amount
(EUR)

3696

Geograp
hic
Region

Number
of
projects
funded

Year
Created

Name of
Platform

E.3. Platforms that have a regional outreach, and have featured vineyard projects

Within
Dynamic

nothing

2 months

Germany,
RewardsStartnext

2010

7040

€9,090

Eastern

56%

1.1 M.

All or
3%

4%

none

based

Within
Dynamic

nothing

21 days

Europe
Spain,
1.35% SpanishVerkami

2010

6975

€2,500

Rewards72%
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947,000

All or
5.0%

3.4%

35%

based

Within
-

nothing

10 days

PayPal
countries
1/12% of
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France and
MiiMOSA

2014

1800
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Searchin
4%-

76%

120.000 based

Belgium

outstanding Flexible
N/A

8%

Within
g for

due

crowdfunding

(60%)

10 days
projects.
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Most
Snowball

Equity
2012

54

€562,713

NZ

88%

Effect

17.700

Within 2
8%

0%

0

-

dynamic

crowdfunding

weeks
in NZ

Name of Platform

Other information

wemakeit

Sells marketing package on top of fees.

Startnext

Largest German-speaking platform.
Engaged culturally, backers are mostly interested in

Verkami
culturally oriented projects.
Ideal for smaller projects. Backers are sensitive to
MiiMOSA

ecological considerations, protecting nature and local
businesses.
One-time fee of €2,996, with a minimum fee of €14,981 if

Snowball Effect
successful
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Depen
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E.4. Largest equity-based platforms that have featured vineyard and/or winery projects above €10,000

7 to 10
UK,
Crowdcube

2011

821

€621,967

Equity
50%

716,259

Europe

7%
crowdfunding

busines
nothing

s days
card

a commission
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GBP
UK,
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active in and
None

Listing

(offline

fee

attracted by

Within

projects with

a

potential IPO

month

Equity
Crowdfunder

2011

115

€1,602,000

USA

N/A

200,000

0%

Flexible

crowdfunding
collection) only

offering.

Most recent data

Other information

Uses an innovative app for backers; ‘Chip’. Charges
Crowdcube
investors a 1.5% fee, up to £250.

Attracts high-profile important SEED necessitating
Seedrs
companies, with high growth potential.
Provides several plans for seekers, up to US$ 499 a
month. Includes access to a database of 12,000 venture
Crowdfunder

capitalists. Project promoters must provide extensive
business and financial planning documentation before
being accepted.
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F. Crowdfunding platform specifics

Summarised below are the main constraints from crowdfunding platforms’ terms of
use.

1.

Depending on local regulations and the type of crowdfunding model selected,

the amount raised by crowdfunding may be legally limited. Moreover, premiums may
be restricted to non-alcoholic products only, thereby ruling out wine.

2.

If financing is to be secured through a crowdfunding platform, it will have to be

pre-approved by its management. Depending on the platform, this process can take
from 24 hours to three months. Information such as a business and financial plan are
usually the minimum requirements necessary for a campaign to be approved.

3.

Platforms may also request samples of wine as well as information. such as

the wine entrepreneur’s background, social media network and overall competence.
Crowdfunding platforms typically suggest the most suitable crowdfunding method,
which is consistent with both the options provided and the amount of funding
required.

4.

A campaign is limited in time, usually lasting from 30 to 90 days. EC lasts

longer, but rarely more than six months; in this case, the project promoter rather than
114
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the platform determines the duration.

5..

Most crowdfunding platforms impose a 100% success rate in achieving the

funding goal for the campaign to be validated: also known as ‘all-or-nothing’. If the
funding objective is not achieved, all backers get their money back and the
crowdfunding campaign is abandoned. Flexible funding, whereby money is
transferred where only a fraction of the set objectives is achieved, is also possible on
some platforms; however, the fees are usually higher. Projects that achieve over
100% of the funding in the allotted time rarely have the opportunity to extend the
funding period.

6.

All funding is subject to a contractual agreement provided by the platform.

Platforms are not liable for the quality of the project, its success or contractual
execution. The project promoter is usually not legally required to carry out the
investment exactly as pitched or even provide the premiums initially proposed in the
campaign. Contracts are usually between the backers and the fund seekers only. In
the specific case of EC, an additional contract is provided in the form of a
shareholder’s agreement.

7.

Platforms charge a range of fees to project promoters depending on the

chosen crowdfunding option. The base fee ranges from three to five percent (excl.
VAT) of the crowdfunding goal. Additional fees for flexibility and payout processing
range from two to nine percent. A fixed fee may also be applied in the case of a
donation, in addition to a percentage of value.
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8.

Platforms have different withdrawal periods, ranging from seven days to

three weeks after the crowdfunding campaign has concluded.

9.

There is usually contact between project promoters and backers, mostly

through social media. These contacts usually ‘morally’ ensure that the money is used
for the advertised project. The platform does not engage in any marketing activities
for projects, except for direct communication within its community of backers or
unless it is offered as a separate product.

10.

For an additional fee, several wine-specific platforms may provide marketing

or legal assistance. A few marketing companies have also started providing
dedicated consulting in crowdfunding.

11.

As a general principle, platforms take no responsibility for promoting a project;

they merely list it. Some platforms only feature the most successful projects (those
having secured sufficient funding in the first few days, and, according to their
statistics, have a high probability of success) on their home page. Others, more
specific, have a low level of acceptance and require many documents before listing
projects on their website.
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G. Overview of the three DC companies

Belgium was found to be the only country where most wine crowdfunding had been
undertaken directly. The examples analysed in this study therefore originate from the
three highest grossing crowdfunding campaigns of wine companies based in this
country (Table 10).

Company Names

Domaine W

Date of

Model(s) of

Raised

incorporation

crowdfunding used

amount(s)

27/04/2016

EC, PSBC, RWC

€924,000

(DW)

Destination of funds

New vineyard
purchase, plantings
and winery
construction. Prefinancing cash-flow
needs for sparkling
production.

Vin de Liège

04/01/2011

EC

€2,653,000

(VDL)

New vineyard
purchase, plantings
and winery
construction

Vin du Pays de

12/09/2017

EC

€420,000

New vineyard planting,

Herve

acquisition of vineyard

(VPH)

material, new winery
construction.

Table 10: Belgian DC companies included in the study

The first company, Vin de Liège, was launched in 2011 and led two successful EC
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campaigns totalling nearly €3 million, with the last campaign in 2017 bringing in
€815,000 in less than two weeks in the form of equity. From a global perspective, Vin
de Liège ranks as one of the largest crowdfunded wine companies in history. It is
widely considered to be the pioneer of crowdfunding in Belgian wine.

Domaine W conducted several campaigns that brought in over €900,000.
Interestingly, they used three different forms of crowdfunding. Funds were acquired
through successive equity, pre-sales and rewards-based methods. It is presumed
that this is the only company in the world to have used multiple forms of
crowdfunding successfully; however, this has not yet been thoroughly investigated.

The third project, Vin du Pays de Herve, began in 2018 and has rapidly secured over
€400,000 n EC to finance the planting of its vines. It also launched a second
campaign. which is the most recent Belgian wine crowdfunding campaign, as of early
2019.
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H. Chapel Down provided crowdfunding premiums

Fig. 3: Chapel Down premiums. © Chapel Down Ltd.
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I. Financial implications of crowdfunding

Models of crowdfunding affect balance sheet structure differently, and therefore
company value and equilibrium. Some crowdfunding models hardly affect this
stability at all, notably PSBC, which is a source of financing that is rarely available to
a WE through regular financing channels (other than perhaps through factoring or an
irrevocable letter of credit), and is assimilated in early cash-in of future sales.

Similarly, RBC is considered ‘online sales’ from legal, accounting and tax points of
view in most countries. Both PSBC and RBC represent additional revenue channels
and are therefore not very comparable with traditional financing. As they impact the
company financially in the short term, they are best suited only for short-term
investment projects. On the other hand, both LBC and EC tie the backers and WEs
for longer periods, and are therefore suited best for long-term investment projects.

Crowdfunding is particularly indicated as pre-seed and seed-financing when limited
wealth or assets are available to cover all investments and cash-flow requirements
needed because vineyard yield is delayed due to vine production capacity. This was
the case in several of our EC cases. For instance, in the three DC examples, cash
intakes from crowdfunding had beneficial effects on the companies’ balance sheets
(Table 11; page 121) and ratios (Table 12; page 122).
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Types of accounts

DC companies and balance sheet amounts (EUR)
Vin de Liège

Domaine W

Vin du Pays de Herve

Cash on hand

135,006

273,901

224,379

Current assets

729,514

279,524

233,885

Fixed assets

2,827,877

100,424

270,959

Total assets

3,562,538

379,949

513,787

Inventory

540,278

Equity

2,803,843

—

—

374,904

302,668

93,741

5,045

25,352

LT liabilities

664,954

—

185,766

EBITDA

204,087

27,562

(103,341)

104

(126,831)

Current liabilities

Net profit BT

8,296

Table 11: Main balance sheet numbers of the three Belgian entities as of fiscal year 2018.

As a result of their equity ‘seed’ crowdfunding, these companies show strong
financial stability from early on, through good short-term coverage of debts, and
enough cash-on-hand to face these debts. The ratios found in Table 12 (below, p.
121) underline the positive impact of EC on the financial structure of these start-ups;
in particular taking into consideration that neither DW nor VPH had yet produced a
single bottle of wine, and that part of their vineyard wasn’t even finished. After
campaign completion, these ratios also demonstrated additional financial security to
institutional lenders, and made it possible for these companies to access further
bank debt to cover needs. EC is beneficial in that it improves balance structure, and
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therefore access to traditional debt.

DC companies
Vin de

Vin du Pays

Deloitte 2017 report –

de Herve

New Zealand

Domaine W
Financial Ratios
Current ratio

Liège
7.78

55.41

9.23

Debt to asset ratio

21.29%

1.33%

41.09%

25% to 50%

Return on asset

0.02%

0.03%

-24.69%

1% to 8.6%

Asset turnover

17.07%

0.03%

-24.69%

no values

EBITDA to equity

7.27%

7.35%

-34.14%

no values

EBITDA to assets

26.90%

7.25%

-20.11%

no values

Liabilities/assets

21.30%

1.33%

41.09%

28.2% to 49.2 %

Equity/assets

78.70%

98.67%

58.91%

36.3% to 49.2%

635 773 €

274 479 €

208 533 €

€0 to €900,000

Working capital

3.5 to 5.4

Table 12: financial ratios of the three Belgian companies compared to Deloitte industry report80.

For the sake of representation, these ratios are also compared to those available
across New Zealand (Deloitte.com 2018); this shows how impactful (and positive)
crowdfunding was for the DC company’s balance sheets.

Although a detailed financial analysis of each study case was not undertaken and
this may not be in relation to financial elements, it must be emphasised that less than

Numbers in red indicate lower-than-average results. Numbers in blue, better-than-average
results, and numbers in black, average results.
80
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5% of the companies who have undertaken campaigns in the past have disappeared
so far, even those which exist only as the result of crowdfunding.

It is suggested that the high cash intakes in seed phase through crowdfunding have
a positive impact on a company’s capacity to achieve financial break-even more
rapidly. In the case of VDL, early financing had an impact on the speed of land
acquisition and planting, and winery construction, which all enabled it to produce and
release more wine, earlier. In the case of VPH, break-even should happen in four
years, and DW has already broken even in its first year of operation because of their
PSBC (Table 13).
Expected Break-even fiscal year
2018

2016

2023

8 years

1 year

6 (projected) years

Accounting years from
creation until financial
break-even
Table 13: Financial break-even duration since creation.

Financial stability must therefore be considered in relation to the dilution of company
ownership for these examples, and for the EC.

A detailed financial study of companies who perform DC and IC would certainly be of
interest to the financial sector, and may provide further justification of using
crowdfunding in the wine sector for NVWI.
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