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Abstract 

 
In the United States, entrepreneurship rates amongst women and People of Color have 

doubled over the past 2 decades, from 7.36% in 2006 to 13.6% in 2020 (during the COVID-19 

pandemic) for women, but without a corresponding increase in venture capital funding. 

Investments from venture capitalists into underrepresented founders hovered at 10% and in 2020, 

just 2% of all investments ($3 billion of $120 billion) were made in female-founded companies.1 

Research suggests women are more likely to start mission-oriented businesses.2  Venture capital 

data indicates businesses founded by women generate roughly double the revenue generated by 

male-only teams.3 The lack of funding has resulted in the loss of positive social impact, trillions 

of dollars, and millions of jobs.4 This paper examines a relatively new policy tool, equity 

crowdfunding, which increases the opportunity for funding and the diversity of investors, and its 

relationship with increased funding rates for underrepresented entrepreneurs and 

entrepreneurship rates amongst women and People of Color. By using data from the Current 

Population Survey and the Annual Social and Economic Supplement to review individual-level 

variables, I find that since equity crowdfunding has emerged as a possibility, women and People 

of Color have experienced small, but statistically significant increases in the likelihood of 

becoming entrepreneurs relative to White men. 

 
1 “The US VC Female Founders Dashboard | PitchBook.” 
2 “Women Are More Likely than Men to Start Social Enterprises When Embarking on Entrepreneurship.” 
3 “Investing in Underrepresented Founders: What We Can Learn from the Data.” 
4 Boyle, “CLOSING THE RACIAL INEQUALITY GAPS: The Economic Cost of Black Inequality in the U.S.” 
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Introduction 

Despite historically disproportionate underfunding, entrepreneurship rates amongst 

women and minorities have increased in the past 20 years. In the United States, female 

entrepreneurs doubled from 7.36% in 2006 to 13.6% in 2020, and 40% of all new entrepreneurs 

are Black, LatinX, Asian, or other non-white entrepreneurs.567 Kauffman Foundation data shows 

that women are founding more start-ups – with an increase in companies with at least one female 

founder receiving venture capital (VC) rising from 4% in 2001 to 21.6% in 2018.8 In the US, the 

Harvard Business Review in partnership with the Global Entrepreneurship Monitor found that 

Black women are the fastest growing demographic of entrepreneurs.910 However, women and 

People of Color pursuing new businesses receive disproportionately less funding from both 

banks and investment groups, like venture capitalists, the two primary sources of capital for 

starting a business. This is unsurprising as the majority of investors and decision makers within 

the investment and lending industry are white males, and studies indicate individuals are more 

likely to invest in those that look like them. 

The estimated cost to not investing in entrepreneurs who are women and People of Color 

is in the trillions. VC data shows that businesses founded or co-founded by women generate 

roughly double the revenue generated by male-only teams (2020).11 This aligns with data that 

shows founder teams with diverse backgrounds are positively associated with the success of their 

 
5 “Global Entrepreneurship Monitor: Women’s Entrepreneurship 2020/21.” 
6 “Global Entrepreneurship Monitor: 2006 Report on Women and Entrepreneurship.” 
7 https://www.kauffman.org/wp-content/uploads/2019/09/kauffman_index_startup_activity_national_ 
trends_2016.pdf  
8 “Data Show that Gender-Inclusive Founding Teams Have Greater Success in Fundraising and Innovation.”, 
https://www.kauffmanfellows.org/journal_posts/data-show-that-gender-inclusive-founding-teams-have-greater-
success-in-fundraising-and-innovation 
9 https://www.vox.com/2016/3/14/11208710/kathryn-finney-diversity-tech 
10 https://hbr.org/2021/05/black-women-are-more-likely-to-start-a-business-than-white-men  
11 “Investing in Underrepresented Founders: What We Can Learn from the Data.” 
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ventures. Ensley and Hmieleski compared homogenous teams with more diverse teams at the 

start-up stage and found the more diverse teams were higher performing in terms of net cash 

flow and revenue growth (2005).12  

While it is difficult to quantitatively estimate the social cost for not investing in 

entrepreneurs who are women and People of Color, it is likely to be an expensive one. Studies 

indicate that women are more likely than men to start social enterprises when embarking on 

entrepreneurship (Matherne et. al. 2020).13 Women and People of Color are more likely to start 

mission-oriented companies14 as they are more likely to be “proximate leaders, [or] someone 

who has a meaningful relationship with groups whose identity, experience, or community are 

systemically stereotyped, feared, dismissed, or marginalized.”15 Mission-oriented businesses are 

essential in complementing policy efforts to address critical issues including a growing racial 

wealth gap, climate change, and the COVID-19 pandemic. This paper examines a relatively new 

policy tool, equity crowdfunding, which increases the diversity of investors and opportunity for 

funding, and its relationship with an increase in likelihood of women and People of Color 

pursuing entrepreneurship.   

 
12 Ensley and Hmieleski, “A Comparative Study of New Venture Top Management Team Composition, Dynamics 
and Performance between University-Based and Independent Start-Ups.” 
13 Matherne III et al., “Making Sense of Entrepreneurial Intent.” 
14 Hechavarria, Diana & Ingram, Amy & Justo, Rachida & Terjesen, Siri. (2012). Are women more likely to pursue 
social and environmental entrepreneurship. 10.4337/9781849804622.00016. 
https://www.researchgate.net/publication/256903363_Are_women_more_likely_to_pursue_social_and_environment
al_entrepreneurship  
15 “Effective Change Requires Proximate Leaders,” 
https://ssir.org/articles/entry/effective_change_requires_proximate_leaders  
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Background 

Equity crowdfunding is the newest option for entrepreneurs and business owners to 

access capital, outside of other types of crowdfunding and more traditional sources of capital, 

including bank loans and investment from angel and venture capitalists. Equity crowdfunding 

offers a private company’s securities (most commonly shares, convertible notes, revenue share, 

or debt) to a crowd of potential investors in exchange for financing. While equity crowdfunding 

is relatively new in the US compared to Europe, there is a growing body of literature on the 

relationship between equity crowdfunding and increased founder inclusion or funding for 

entrepreneurs from diverse backgrounds. In a review of existing literature, Yasar found equity 

crowdfunding to be a beneficial channel for financing entrepreneurs (2021).16 Most companies 

that take angel or venture capital investments spend 4-7 years building as a business before a 

liquidity event, often considered the mark of whether an investment was successful. Yasar 

suggests analysis within the next few years will indicate whether the funded ventures have 

similar success rates as ventures raising capital via traditional channels.17  

The main differences between equity crowdfunding and angel or venture capital investors 

are: 1) who the investor is, 2) the size of investment, and 3) the rights of investors. In venture 

capital firms, over 90% of decision makers are men and this is reflective of investor make up as 

well.18 In addition, venture capital investment vehicles are only open to accredited investors, 

individuals with a net worth more than $1 million or income over $200,000 for the past two 

years.19 Who the investor is and the size of investment matter, as the gender and race of an 

 
16 Yasar, “The New Investment Landscape.” 
17 Yasar. 
18 https://www.axios.com/venture-capital-women-tech-diversity-29c3f2f0-2d1e-4ec5-b542-7878ab149d45. 
html  
19 “SEC.Gov | Accredited Investor.” 
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investor are associated with the gender and race of who gets funding,20 and research shows 

women who do receive funding are likely to receive smaller amounts.21 Access to financing and 

the dollar amount matter as lack of capital in the early stages of a business can have 

compounding negative downstream effects. An undercapitalized company may not be able to 

buy enough inventory, advertise as effectively, or hire the right initial employees, causing missed 

opportunities and slower growth. 

Table 1. Types of Financing 

Category Type of 
financing 

Definition Example 

Debt-based Loans Banks or individuals provide a loan with a set 
repayment plan and interest rate 

Traditional bank loan 

Investment-based Equity - based 
crowdfunding 

Individuals provide money to a company in 
exchange for equity or shares 

Wefunder 

 Equity - based 
financing 

Funds controlled by General Partners and 
composed of funding from Limited Partners 
provide money to a company in exchange for 
equity or shares  

Traditional Venture 
Capital 

Non-investment-
based 

Reward - based 
crowdfunding 

Backers provide funding to individuals, 
projects, or companies in exchange for non-
monetary rewards or products 

Kickstarter 

 Donation - 
based 
crowdfunding 

Donors provide funding to individuals, 
projects, or companies based on philanthropic 
or civic motivations with no expectation of 
monetary or material return/compensation 

Kiva 

 

Equity crowdfunding opens startup and small business investing to a broader audience, 

allowing non-accredited or everyday investors to invest in a private company for as little as 

$100. When passed into law, it was considered “an essential element in revitalizing the economy 

 
20 “Investors prefer entrepreneurial ventures pitched by attractive men”, https://www.jstor.org/stable/23771083  
21 Brush, Candida, et al. “The Gender Gap in Venture Capital- Progress, Problems, and Perspectives.” 
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and fueling innovation.”22 Particularly in the aftermath of the financial crisis in 2008, this was 

considered a method to close the funding gap between entrepreneurs who need capital and 

funding sources, especially as an entrepreneur has just a .05% chance of receiving VC funding.23 

Policymakers and advocates hoped equity crowdfunding would “lead to novel opportunities for 

investment and experimentation, opening new avenues of funding for small businesses, means of 

building a committed user base, and vehicles for marketing and branding” that would increase 

likelihood of follow-on investments (Catalini 2016).24 While other types of crowdfunding, 

including rewards-based and donations-based crowdfunding, have been popular for almost a 

decade, Boitan (2016) argues that equity crowdfunding has significant potential to become a 

“powerful channel for socially minded investors...to contribute to social and development 

oriented projects.”25  

Equity crowdfunding has gained traction in the UK but was only recently introduced in 

the US. Also known as regulatory crowdfunding (Reg C), equity crowdfunding was included in 

the JOBS Act, signed in 2012 and implemented in May of 2016 by the SEC. There are 

approximately 10 Reg C firms offering equity crowdfunding as a means of financing relative to 

1,965 VC firms, and they cover a fraction of the 10,000+ venture backed investments that 

received $164 billion.26 For comparison, in 2020, an estimated $197 million was invested 

through equity crowdfunding.27 Most entrepreneurs seeking equity crowdfunding will go through 

one of three leading platforms including Wefunder, StartEngine, and Republic, which cover 

 
22 “Everyone is a Venture Capitalist: The New Age of Crowdfunding,” https://www-jstor-
org.proxy.library.georgetown.edu/stable/26586617?seq=2#metadata_info_tab_ contents  
23 Guenther, Johan, and Schweizer, “Is the Crowd Sensitive to Distance?” 
24 Catalini, Fazio, and Murray, “Can Equity Crowdfunding Democratize Access to Capital and Investment 
Opportunities?” 
25 “Crowdlending and Financial Inclusion Evidence from EU Countris,” 
https://www.unwe.bg/uploads/Alternatives/I_B_2016_Issue4_en-3.pdf  
26 “NVCA 2021 Yearbook,” https://nvca.org/wp-content/uploads/2021/08/NVCA-2021-Yearbook.pdf  
27 “Wefunder: Our Public Benefit Impact Report.” 
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about 80% of the market. Equity crowdfunding platforms are a growing channel for individuals 

who want to make investments outside of the stock market.  
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Literature Review 

Entrepreneurs who are women or People of Color have received less funding in 

comparison to white male entrepreneurs, reducing their chances of survival and causing the 

broader society to miss out on an estimated $13 trillion in business revenue, 6.1 million jobs, and 

positive social impact.28 With the 2012 JOBS Act, policymakers sought to add equity 

crowdfunding as another approach for small and mid-sized enterprises who were increasingly 

seeking alternative financing (OECD 2012).29  

Women and People of Color more likely to bootstrap new ventures due to lack of funding 

Banks provide business loans to entrepreneurs based on a track record of success, assets, 

or other collateral, and consistently asked People of Color for more documentation relative to 

White applicants – financial statements (83% vs 50%), personal financial asset details (60% vs. 

22%), and credit card debt (42% vs. 13%).30 Banks provide fewer loans to women and People of 

Color, in particular Black and Latino-owned firms, even controlling for lower credit scores, 

industry, and owner experience. Bates and Robb found a funding gap of 26 and 15 percentage 

points, respectively, for Blacks and Hispanics relative to Whites.31 A review of 2020 and the first 

half of 2021 indicate venture capitalists placed less than 10% of their investments in 

entrepreneurs who were women or individuals of Color.3233 As a result, non-White entrepreneurs 

are more reliant on self-investment or alternative financing to start their businesses.34  

 
28 Boyle, “CLOSING THE RACIAL INEQUALITY GAPS: The Economic Cost of Black Inequality in the U.S.” 
29 OECD, Financing SMEs and Entrepreneurs 2012. 
30 “Impacts of Owner Race and Geographic Context on Access to Small-Business Financing,” https://journals-
sagepub-com.proxy.library.georgetown.edu/doi/pdf/10.1177/0891242415620484  
31 Ibid. 
32 https://news.crunchbase.com/news/global-vc-funding-to-female-founders/  
33 https://techcrunch.com/2021/09/12/what-minority-founders-must-consider-before-entering-the-venture- backed-
startup-ecosystem/  
34 https://www.aspeninstitute.org/wp-content/uploads/2017/01/Bridging-the-Divide.pdf  
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Black owned businesses start with $35,205 in overall capital, which is three times less 

than White-owned businesses that start with $106,720 in average capital (Fairlie et. al. 2020).35 

As 64.4% of founders use personal or family savings for their start-up capital, lack of family 

wealth reduces entrepreneurship opportunities for many people of Color (Kauffman Foundation 

2019).36 This can be a negative feedback loop as entrepreneurship or business wealth is a 

significant contributor to personal and family wealth. Boshara et. al. reported that 15% of 

Latinos and 7% of African Americans have lower levels of business wealth relative to 

approximately 30% of White and Asian Americans (2015).37  

 Women face similar issues. Using the Kauffman Firm Survey, Coleman and Robb found 

that women on average use just $54,375 to start a business relative to men who use $80,285 

(2009).38 Using California and Massachusetts state data, Guzman and Kacperczyk found that 

female entrepreneurs are 63% less likely to raise equity funding than their male counterparts 

(2019).39 In 2020, all-women founded companies received less than $3 billion of $120 billion 

invested in the US, or about 2% of venture investments.40 An analysis by Brush et. al. of all 

venture capital funded firms in the US found that, after controlling for growth stage, sector, state, 

and region, conventional equity financing is primarily from male-dominated sources, which may 

be furthering the gender gap in financing (2019).41 While capital access and investing data from 

the pandemic are too recent for studies, initial reports indicate that this issue has worsened.42  

 

 
35 Fairlie, Robb, and Robinson, “Black and White: Access to Capital Among Minority-Owned Startups.” 
36 “The State of Access to Capital for Entrepreneurs: From Barriers to Potential.” 
37 “The Demographics of Wealth - How Age, Education and Race Separate Thrivers from Strugglers in Today’s 
Economy.” 
38 Robb and Coleman, “The Impact of Financial Capital on Business Performance.” 
39 Guzman and Kacperczyk, “Gender Gap in Entrepreneurship.” 
40 https://pitchbook.com/news/articles/the-vc-female-founders-dashboard  
41 Brush et al., “The Gender Gap in Venture Capital- Progress, Problems, and Perspectives.” 
42 Parilla, “Businesses Owned by Women and Minorities Have Grown. Will COVID-19 Undo That?” 
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Increased diversity of investors may lead to increased diversity of those funded 

As traditional financing markets are dominated by men, investment decisions partially 

influenced by homophily (investors selecting entrepreneurs with an identity similar to their own) 

have led men to invest in men. Because equity crowdfunding opens investing to everyday 

investors, who are more diverse than the historical investor, equity crowdfunding has the 

potential to partially close the financing gender gap. Jorgensen and Tranaas using a sample from 

Norway’s leading equity crowdfunding platform, Dealflow, show that females are also 

influenced by homophily and with greater women participating from the supply (investor) side, 

more female founders should receive investments (2020).43  

Further supporting this theory, Venturelli et. al. analyzed the interaction between gender 

and ethnicity using 8,600 investments made by 5,996 unique investors in 81 equity 

crowdfunding campaigns, and found female investors were more likely to give higher amounts to 

a female founder of the same ethnicity (2020).44 With equity crowdfunding opening startup 

investing to non-accredited investors, these everyday investors are likely to be less experienced. 

Bapna and Ganco found inexperienced female investors were 138% more interested in ventures 

with female founders (2020). However, in their randomized field experiment, there were no 

founder gender preferences among experienced female investors (2020). Interestingly, regardless 

of experience, male investors showed no difference in interest based on founder gender (Bapna 

& Ganco 2020).45 

 

 

 
43 Jørgensen and Tranaas, “Gender-Related Differences in Investment Decisions - Through the Lens of Equity 
Crowdfunding.” 
44 Venturelli, Pedrazzoli, and Gallo, “Birds of a Feather Flock Together.” 
45 Bapna and Ganco, “Gender Gaps in Equity Crowdfunding.” 
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Equity crowdfunding is an extension of rewards-based and donations-based crowdfunding 

This policy was built on evidence indicating crowdfunding broadly could reduce reliance 

on a friends and family round, which is particularly important given the lower family wealth for 

Latinx and Black populations. Younkin and Kashkooli did an inductive analysis of the largest 

US crowdfunding sites and found that crowdfunding (including rewards-based, donations-based, 

and equity-based) allows founders to reach beyond their network (2016).46 

Crowdfunding broadly is also hypothesized to reduce geographic constraints on funding, 

where funding is easier to secure in more populous or traditional investment cities such as San 

Francisco and New York. Kim and Hann found that small cities in the US appear to get a 

disproportionate benefit from rewards-based crowdfunding, which may be due to lower access to 

local credit (2013).47 Their follow-up region-level analysis examining the relationship between 

local housing prices and Kickstarter crowdfunding by local creators indicated rewards-based 

crowdfunding can supplement traditional sources of funding, but that a lower socioeconomic 

status may eclipse some of the benefits (2018).48   

Different types of crowdfunding have mixed evidence on increases in success of women 

seeking funding. Women were more likely to raise capital than male founders on Kickstarter, a 

rewards-based crowdfunding platform (Gafni et. al. 2016).49 A laboratory experiment done in the 

US by Greenberg and Mollick found women were more likely to succeed with reward-based 

crowdfunding, particularly in the tech sector, compared to males (2017).50 However, in a 

conflicting study based on Donors Choose data, a donations-based crowdfunding platform, 

 
46 Younkin and Kashkooli, “What Problems Does Crowdfunding Solve?” 
47 Kim and Hann, “Does Crowdfunding Democratize Access to Capital?” 
48 Kim and Hann, “Disillusion of the Democratization of Finance: Housing Prices and Crowdfunding.” 
49 Gafni et al., “Gender Dynamics in Crowdfunding (Kickstarter).” 
50 Greenberg and Mollick, “Activist Choice Homophily and the Crowdfunding of Female Founders.” 
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Radford found gender to increase discrimination. Radford ran a regression discontinuity analysis 

on Donors Choose data which was anonymized until 2008 and found that deanonymization 

caused inequality to emerge across all types of gender (2016). Furthermore, the discrimination 

effect was largest by gendered occupational characteristics, for example, males seeking funding 

for STEM classes versus women seeking funding for arts classes. This suggests a variation in 

effectiveness in financial inclusion of underrepresented founders by industry.  

Equity crowdfunding in the United Kingdom 

There is emerging research on equity crowdfunding and its relationship with funding for 

women entrepreneurs or entrepreneurs of Color in other regions. Equity crowdfunding was 

implemented in the United Kingdom in 2011 with a regulatory update in 2014. In the UK, equity 

crowdfunding has grown to £333 million in 2017 from £3.9 million in 2012 (Zhang et al. 2018). 

In 2017, equity crowdfunding accounted for 12.9% of seed and early-stage equity financing in 

the UK (Zhang et al. 2018).51 While initial research by Cumming indicates it has not increased 

the number of female entrepreneurs or entrepreneurs of Color, he did find that minority founders 

are likely to have a higher number of investors (2019)52. In addition, Vismara et. al. using data 

from Seedrs, a leading crowdfunding platform in the UK, showed greater gender diversity on the 

platform in comparison to traditional finance markets (2017).53 Kleinert and Mochkabadi 

analyzed a sample of 263 equity crowdfunding campaigns run by tech ventures in the UK and 

found that while equity crowdfunding can improve access to female entrepreneurs, it is 

dependent upon industry, with a smaller impact in male-dominated industries (2021).54 

Mixed evidence on equity crowdfunding participation rates and results in the United States 

 
51 “The 5th UK Alternative Finance Industry Report.” 
52 Cumming, Meoli, and Vismara, “Does Equity Crowdfunding Democratize Entrepreneurial Finance?” 
53 Vismara, Benaroio, and Carne, “Gender in Entrepreneurial Finance.” 
54 Kleinert and Mochkabadi, “Gender Stereotypes in Equity Crowdfunding.” 
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While investor gender may correlate with the gender of founders receiving funding, this 

may not translate to equity crowdfunding increasing funding rates for female founders or 

entrepreneurs of Color. Equity crowdfunding opens up investment and funding opportunities, but 

this does not mean that access guarantees the participation of more women and People of Color – 

both as investors providing capital and as entrepreneurs seeking funding. Geiger and Oranburg 

reviewed observational data from US equity crowdfunding campaigns and found female-led 

ventures raise significantly less funding, and this effect is larger when the campaign target is 

bigger (2018).55  

 

 

 

  

 
55 Geiger and Oranburg, “Female Entrepreneurs and Equity Crowdfunding in the US.” 
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Conceptual Model 
 

I hypothesize the implementation of equity crowdfunding has increased the funding for 

underrepresented founders and is linked to higher entrepreneurship rates amongst women and 

People of Color. However, there is limited data since equity crowdfunding was only 

implemented in 2016, with a recent increase in funding caps from just over $1 million to $5 

million in March 2021. Even if it does have a positive effect on entrepreneurship diversity, it 

may be hard to discern.  

An individual’s decision to become an entrepreneur is influenced by many factors 

including individual characteristics, macroeconomic conditions, policy choices, and industry 

conditions. These factors are interwoven, and a policy change will matter differently for people 

from different ethnic, gender, and socio-economic backgrounds. Equity crowdfunding, as a 

policy tool, increases access to capital, but is just one factor that influences whether a person 

decides to become an entrepreneur. While individual characteristics are thought to have the 

greatest influence, studies indicate people are more likely to explore entrepreneurship in 

economic downturns. However, an individual’s ethnicity or gender may influence their decision 

as some industries are more inclusive than others. In the past few decades, industry and political 

leaders have sought to use tools such as supplier diversity programs, tax credits to promote 

venture capital investments in minority businesses, and funding for incubators and accelerators 

that promote diversity to specifically target and encourage underrepresented entrepreneurs. 

While these are policy and industry tools, they might also reduce system-level discrimination, 

and will also interact with individual-level factors in differing rates.  
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Data and Methods 
 

My empirical analysis uses the Current Population Survey and the Annual Social and 

Economic Supplement to review individual-level variables. I aggregate data from all 50 states 

and the District of Columbia from 2011 to 2021. I define entrepreneurs as individuals who are 

self-employed and incorporated.56 As the dataset did not include an equity crowdfunding specific 

variable, I created a variable based on when it was implemented (post-May 2016) to indicate a 

pre-equity crowdfunding period and post-equity crowdfunding period. Equity crowdfunding is a 

nationwide policy that was accessible across all states.  

To analyze the relationship between equity crowdfunding and the likelihood of becoming 

an entrepreneur amongst women and People of Color, I use two linear probability models with 

state and year fixed effects. In the first model, the dependent variable is entrepreneur with the 

variables of interest as female, post-May 2016 and an interaction between these two variables to 

show the difference in relationship between equity crowdfunding being available for men versus 

women. In the second model, the dependent variable is still entrepreneur but with the variables 

of interest as Person of Color, post-May 2016 and an interaction between these two variables to 

show the difference in relationship between equity crowdfunding being available for a White 

person versus a Person of Color. I also control for age, education levels, marital status, number 

of children and family members in the household, and state and year fixed effects. The following 

models analyze the relationship between equity crowdfunding and likelihood of becoming an 

entrepreneur, with the individual-year as the unit of analysis – i represents the individual, t 

represents the year index, and µit is the error term. 

 

 
56 Fairlie, “The Impact of Covid-19 on Small Business Owners.” 
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Regression Model 1 

Entrepreneurit = B0 + B1*Female it + B2*postMay2016 + B3*postmay2016*fem it + B4*relate it + 

B5*age it + B6*marst it + B7*famsize it + B8*nchild it + B9*highschool it + 

B10*professionaldegree it + B11*collegegrad it + B11*morethancollege it + B12*i.statefip + 

B13*t + µit 

Regression Model 2 

Entrepreneurit = B0 + B1*PersonofColor it + B2*postMay2016 + B3*postmay2016*POC it + 

B4*relate it + B5*age it + B6*marst it + B7*famsize it + B8*nchild it + B9*highschool it + 

B10*professionaldegree it + B11*collegegrad it + B11*morethancollege it + B12*i.statefip + 

B13*t + µit 

Table 2. Variable Definitions 

Dependent Variable Description Data Source 

entrepreneur 

Binary variable identifying individuals 
who are entrepreneurs. Defined as an 
individual who is self-employed and 
incorporated (using classwly - class of 
worker last year) 

Current Population Survey, Annual 
Social and Economic Supplement 

Independent Variable   

female 
Binary variable identifying individuals 
who identify as women 

Current Population Survey, Annual 
Social and Economic Supplement 

Person of Color 
Binary variable identifying individuals 
who do not identify as White 

Current Population Survey, Annual 
Social and Economic Supplement 

postmay2016 

Binary variable indicating whether equity 
crowdfunding was implemented (starting 
in May 2016) 

Current Population Survey, Annual 
Social and Economic Supplement 

Postmay2016*female Interaction variable 
Current Population Survey, Annual 
Social and Economic Supplement 

Postmay2016*POC Interaction variable 
Current Population Survey, Annual 
Social and Economic Supplement 

Fixed Effects   
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state State FIPS code 
Current Population Survey, Annual 
Social and Economic Supplement 

t Year 
Current Population Survey, Annual 
Social and Economic Supplement 

Individual-level control 
variables   

Relate relationship to household head 
Current Population Survey, Annual 
Social and Economic Supplement 

age age 
Current Population Survey, Annual 
Social and Economic Supplement 

sex sex 
Current Population Survey, Annual 
Social and Economic Supplement 

race race 
Current Population Survey, Annual 
Social and Economic Supplement 

marst marital status 
Current Population Survey, Annual 
Social and Economic Supplement 

famsize number of own family members in hh 
Current Population Survey, Annual 
Social and Economic Supplement 

nchild number of own children in household 
Current Population Survey, Annual 
Social and Economic Supplement 

ind industry 
Current Population Survey, Annual 
Social and Economic Supplement 

highschool graduated high school 
Current Population Survey, Annual 
Social and Economic Supplement 

somecollege 
graduated high school and has some 
college credits 

Current Population Survey, Annual 
Social and Economic Supplement 

professional degree professional degree 
Current Population Survey, Annual 
Social and Economic Supplement 

college grad bachelor’s degree 
Current Population Survey, Annual 
Social and Economic Supplement 

morethancollege masters or doctorate 
Current Population Survey, Annual 
Social and Economic Supplement 
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Descriptive Statistics 
 
Table 3. Summary Statistics of Entrepreneurs, CPS 2011-2021   

  

Full Labor 
Force 

Entrepreneurs Women 
Entrepreneurs 

Entrepreneurs 
of Color 

Difference 
between male 

and female 
entrepreneurs 

Difference 
between 

White and 
Entrepreneurs 

of Color 

       
Person of 

Color 
0.21  0.14  0.16  1.00  -0.028*** -1.00 

(0.41) (0.35) (0.37) 0.00  (-6.38) (0.00) 
      

Female 0.48  0.30  1.00  0.34  -1.00 -0.048*** 

(0.50) (0.46) 0.00  (0.47) (0.00) (-6.38) 
      

Age 40.80  47.82  47.41  45.30  0.730*** 1.226*** 

(12.99) (10.59) (10.61) (10.50) (5.75) (7.41)        

Married 
with a 
partner 

0.53  0.75  0.74  0.70  0.025*** 0.080*** 

(0.50) (0.43) (0.44) (0.46) (4.93) (12.01)        

Number of 
family 

members in 
household 

3.00  3.01  2.95  3.25  0.109*** -0.05 

(1.55) (1.45) (1.36) (1.61) (5.91) (-1.88) 

       

Number of 
children in 
household 

0.85  1.04  0.99  1.16  0.085*** 0.073*** 

(1.14) (1.22) (1.16) (1.23) (5.40) (3.56) 
       

Graduated 
high school 

0.26  0.21  0.16  0.19  0.066*** 0.018** 

(0.44) (0.41) (0.37) (0.40) (12.99) (2.74)        

Some 
college 
credits 

1.00  1.00  1.00  1.00  0.00  0.00  
0.00  0.00  0.00  0.00  (0.00) (0.00) 

       

Professional 
degree 

0.02  0.05  0.04  0.04  0.010*** 0.00  
 

(0.12) (0.22) (0.20) (0.20) (3.77) (0.67) 
  

      

0.24  0.31  0.33  0.30  -0.034*** 0.00  
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Graduated 
college 

(0.43) (0.46) (0.47) (0.46) (-6.03) (0.36) 
       

Has master's 
or doctorate 

0.11  0.15  0.18  0.19  -0.041*** -0.053*** 

(0.32) (0.36) (0.38) (0.40) (-9.22) (-9.17) 
      

N 895,515 30,497 9,303 4,452 30,497 30,497 

Standard deviations in parentheses.     t statistics in parentheses 
          * p < 0.05, ** p < 0.01, *** p < 0.001 
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To explore the change in likelihood of entrepreneur over time and by gender and 

ethnicity, I use the Current Population Survey from 2011 to 2021, weighted by individuals 

(asecwt). The first four columns of Table 1 show descriptive statistics for the entire labor force, 

individuals who identify as entrepreneurs, individuals who identify as entrepreneurs and women, 

and individuals who identify as entrepreneurs and non-White. The last two columns of Table 1 

show the differences between female and male entrepreneurs and White and non-White 

entrepreneurs and whether they are statistically significant. While relatively small, the 

differences in most characteristics are statistically significant with a p value less than .001.  

In comparing the sample size of the first two columns, entrepreneurs are a small group 

relative to the total labor force, making up just 3.4% of the total labor force. As this paper 

explores the relationship between underrepresented entrepreneurs, women and People of Color, 

the sample size becomes even smaller. In this sample, there were only 9,303 women 

entrepreneurs (30.5% of all entrepreneurs) and 4,452 entrepreneurs who identified as people of 

Color (14.6% of all entrepreneurs). All regressions are run based on a reduced sample of 

individuals who are currently in the labor force and are of working age (between 16 and 65 years 

old). 

Entrepreneurs overall tended to be older than the average labor force. As older 

individuals are more likely to be married and have higher education, it is not surprising that 75% 

of entrepreneurs are married, with 46% earning their bachelors, masters, or doctorate degrees.  
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Figure 1. Entrepreneurship Rates over Time by Women and People of Color, CPS 2011-

2021 

During the sample years, entrepreneurship rates for both women and People of Color 

increased slightly. 

 

Figure 2. Change in Entrepreneurship Rates over Time for Women Compared to Men, 

CPS 2011-2021 
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The above figure shows the change in entrepreneurship rates over time for women 

compared to men, showing non-similar changes. Overall, men’s entrepreneurship rates were 

relatively flat while women entrepreneurship rates had larger swings back and forth indicating 

volatility. This noisiness may be due to the relatively smaller group of women entrepreneurs 

compared to men entrepreneurs. 

 

Figure 3. Change in Entrepreneurship Rates over Time for People of Color Compared to 

White People, CPS 2011-2021 

The above figure shows the change in entrepreneurship rates over time for People of 

Color compared to White People. The changes in rates show a similar pattern before 2016 but 

diverge in the second half of the data.  Again, the noisiness of the trend line for People of Color 

may be due to the relatively smaller sample size. 
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Figure 4. Change in Proportion of Female Entrepreneurs by State Pre- and Post-May 2016, 

CPS 2011-2021 

As equity crowdfunding was implemented by the SEC at the end of May 2016, Figure 4 

shows the change in proportions before equity crowdfunding was implemented (from 2011 to 

May 2016) and after (from June 2016 to 2021). Overall, the proportion of women increased 

between the two time periods by 5% indicating slow progress towards parity, though the overall 

proportion of women entrepreneurs to male entrepreneurs was in the after period was .33.  

Proportion changes ranged from a 6% decrease in West Virginia and Tennessee to a 14% 

increase in New Mexico. 7 states saw a decrease in the proportion of women. 

©	GeoNames,	Microsoft,	TomTom
Powered	by	Bing

Alabama
0.05

Alaska
0.06

Arizona
0.07 Arkansas

0.06

California
0.03

Colorado
0.05

Flori
da…

Georgia
0.04

Idaho
0.05

Illinois
0.07

Indian
a…

Iowa
0.04

Kansas
0.12 Kentu

cky…

Louis
ian…

Main
e…

Mich
iga…

Minnesota
0.05

Mississ
ippi…

Missouri
0.02

Montana
0.09

Nebraska
0.03Nevada

0.09

New Mexico
0.14

New 
York…

North 
Carolin…

North Dakota
-0.05

Ohio
0.11

Oklahoma
0.03

Oregon
0.03

Pennsylvania
0.08

South 
Caro…

South Dakota
0.03

Tennessee
-0.06

Texas
0.02

Utah
0.07

Virginia
0.02

Washington
-0.02

Wisconsin
0.09

Wyoming
-0.01

-0.06 0.14
Change in Proportion of Female Entrepreneurs



23 

 

Figure 5. Change in Proportion of Entrepreneurs of Color by State Pre- and Post-May 

2016, CPS 2011-2021 

Figure 5 shows the change in proportion of entrepreneurs of Color before equity 

crowdfunding was implemented (from 2011 to May 2016) and after (from June 2016 to 2021). 

Overall, the proportion of entrepreneurs of Color increased between the two time periods by 3% 

indicating even slower progress towards parity than female entrepreneurs. The average 

proportion of entrepreneurs of Color in the second time period was just 14%. Proportion changes 

ranged from an 8% decrease in New Mexico to an 11% increase in New Jersey. The change in 

New Mexico was particularly interesting as the same time period saw the largest proportional 

increase for female entrepreneurs. 4 states saw no change in proportion. 
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Results 
 
Positive relationship between equity crowdfunding and female entrepreneurship rates 

Based on the regression results in Table 4, equity crowdfunding is positively associated 

with the likelihood of becoming an entrepreneur regardless of gender by 0.3 percentage points 

and is statistically significant at a less than 1% level holding constant other measurable variables 

related to entrepreneurship. These results are shown in the column 1 which is a linear probability 

model with two key independent variables, female and postmay2016 which represents the 

implementation of equity crowdfunding in May 2016.  

Based on column 1, women are 2.4 percentage points less likely to become entrepreneurs 

relative to males. This is a relatively small difference but is in line with existing research that 

indicates women are less likely to be entrepreneurs.57 Within the sample data from 2011-2021, 

just 3.4% of the labor force identified as an entrepreneur, someone who is in the labor force and 

self-employed. This is less than the 9.35% estimated by the Global Entrepreneurship Monitor in 

2019.58 Within the sample data, of those who identified as entrepreneurs, 30.5% were females. 

The second column adds in an interaction variable to show the difference in likelihood of 

becoming an entrepreneur for men versus women before and after May 2016, when equity 

crowdfunding became legalized. While the relationship between equity crowdfunding and 

likelihood of becoming an entrepreneur for a male is still positive at 0.1 percentage points, for 

women, it quadruples to 0.4 percentage points. Postmay2016 is no longer significant, but the 

interaction term is statistically significant at the less than 1% level. However, 0.4 percentage 

 
57 “Why Are Women Less Likely to Be Entrepreneurs than Men?” 
58 “Millions Are Entrepreneurs in the United States · Babson Thought & Action.” 
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points is still a relatively small increase as the average entrepreneurship rate for women prior to 

2016 was 28%. 

In addition to the standard set of control variables included across all regressions, the 

third column adds in state fixed effects to control for any variance amongst states that is fixed 

across time. For example, the state fixed effects would control for characteristics like culture or 

policies that did not change between 2011-2021 (the dataset period). The results from the second 

column are robust to these additional controls and there is no change in the coefficients or 

statistical significance of the variables of interest. 

To separate whether the positive relationship for the postmay2016 variable is based on 

equity crowdfunding or simply indicative of a generally increasing entrepreneurship rate, 

columns 4 and 5 introduced a year fixed effect and a linear time trend to help pull apart the 

contributing variables. The results remain robust to these additions, indicating that there is a 

difference in the pre- and post-periods of when equity crowdfunding was implemented that is not 

simply due to an increase over time. In column 5, the postmay2016 variable is significant at a 

less than 10% level, while female and the interaction variable remain statistically significant at 

the less than 1% level. 

  



26 

Table 4. Primary Specification Regression Results for Female Entrepreneurs  
 (1) (2) (3) (4) (5) 

 

LPM Diff in Diff Diff in Diff with 
State Fixed 

Effects 

Diff in Diff 
with State and 

Year Fixed 
Effects 

Diff in Diff 
with State 

Fixed 
Effects and 
Linear Time 

Trend 

            
Dependent Variable Likelihood of becoming an entrepreneur 

      
Key Independent Variables      
female -0.024*** -0.026*** -0.026*** -0.026*** -0.026*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

postmay2016 0.003*** 0.001  0.001  -0.002 -0.002* 
equity crowdfunding was 
implemented after May 2016 

(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

postmay2016_fem 
 

0.004*** 0.004*** 0.004*** 0.004*** 

 
 

(0.00) (0.00) (0.00) (0.00) 

 
     

Individual Control Variables 
     

Head of Household (relate) -0.00006*** -0.00006*** -0.00006*** -0.00006*** -0.00006*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Age 0.001*** 0.001*** 0.001*** 0.001*** 0.001*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Marital status (marst) -0.003*** -0.003*** -0.003*** -0.003*** -0.003*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Number of family members in 
household (famsize) 

0.000* 0.000* 0.00  0.00  0.00  

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Number of own children in 
household (nchild) 

0.002*** 0.002*** 0.002*** 0.002*** 0.002*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

High School -0.003*** -0.003*** -0.003*** -0.003*** -0.003*** 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 
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Professional Degree 0.068*** 0.068*** 0.068*** 0.068*** 0.068*** 

 (0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

College Graduate 0.015*** 0.015*** 0.015*** 0.015*** 0.015*** 

 (0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Masters or Doctorate 
(morethancollege) 

0.011*** 0.011*** 0.011*** 0.011*** 0.011*** 

 (0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

State Fixed Effects 
  

Y Y Y 

 
  

   

Year Fixed Effects 
  

 Y  

 
     

Linear Time Trend 
    

0.001*** 

 
    

(0.00) 

 
     

Constant 0.006*** 0.007*** 0.0005 0.0008  0.0005 

 
(0.00) (0.00) (0.00) (0.00) (0.00) 

 
     

Observations 895,515  895,515  895,515  895,515  895,515  

R2 0.020  0.020  0.022  0.022  0.022  

F 976.12  896.49  197.67  181.59  194.60  

 
     

Robust standard errors are given in parentheses under 
coefficients. 

      

* p < 0.10, ** p < 0.05, *** p < 0.01 
    

 

Positive relationship between equity crowdfunding and entrepreneurship rates for People of 

Color 

Based on the regression results in Table 5, equity crowdfunding is positively associated 

with the likelihood of becoming an entrepreneur regardless of ethnicity by 0.3 percentage points 

and is statistically significant at a less than 1% level holding constant other measurable variables 

related to entrepreneurship. These results are shown in the first column in Table 5 which is a 

linear probability model with two key independent variables, Person of Color and postmay2016.  
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Within column 1, People of Color are 1 percentage point less likely to become 

entrepreneurs relative to White people. This is also a relatively small difference but is in line 

with existing research that shows racial disparities in business ownership.5960 Within the sample 

data from 2011-2021, just 14.6% of those who identified as entrepreneurs were entrepreneurs of 

Color. 

The second column adds in an interaction variable to show the difference in equity 

crowdfunding on likelihood of becoming an entrepreneur for White people and People of Color. 

While the relationship between equity crowdfunding and likelihood of becoming an entrepreneur 

for a White person is still positive at 0.2 percentage points, for entrepreneurs of Color, it is 

slightly higher at 0.3 percentage points. The interaction term is statistically significant at the less 

than 1% level. However, this is still a relatively small increase as the average entrepreneurship 

rate for People of Color prior to 2016 was 13%. 

In addition to the standard set of control variables included across all regressions, column 

3 adds in state fixed effects to control for any variance amongst states. For example, some states 

are more likely to have easier access to equity crowdfunding given existing capital structures and 

an established entrepreneurial ecosystem. The results from the second column are robust to these 

additional controls and there is no change in the coefficients or statistical significance of the 

variables of interest. However, several states are statistically significant at the less than 1% level 

with relatively large coefficients compared to the variables of interest. Colorado, Florida, and 

Montana were 0.026, 0.024, and 0.023 respectively, which was interesting given Colorado and 

Montana both showed no change in proportion of entrepreneurs of Color in Figure 5. 

 
59 Parilla, “Businesses Owned by Women and Minorities Have Grown. Will COVID-19 Undo That?” 
60 “Does Racial Wealth Disparity Hinder Entrepreneurship?” 
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Columns 4 and 5 are the difference in difference model with time controls to try and pull 

out any effect of increased entrepreneurship rates just with more time. Column 4 includes year 

fixed effects and results in no relationship between equity crowdfunding and entrepreneurship 

rates for White People, though the interaction term remains the same in magnitude and 

significance. In column 5, the postmay2016 coefficient actually becomes slightly negative, but is 

not significant at the conventional levels, while the interaction term again remains the same in 

magnitude and significance. 

Table 5. Primary Specification Regression Results for Entrepreneurs of Color 
 (1) (2) (3) (4) (5) 

 

LPM Diff in Diff Diff in Diff 
with State 

Fixed 
Effects 

Diff in Diff with 
State and Year 
Fixed Effects 

Diff in Diff 
with State 

Fixed Effects 
and Linear 
Time Trend 

            
Dependent Variable Likelihood of becoming an entrepreneur       

Key Independent Variables 
     

PoC -0.010*** -0.011*** -0.011*** -0.011*** -0.011***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

postmay2016 0.003*** 0.002*** 0.002*** 0.000 -0.001 
equity crowdfunding was 
implemented after May 2016 

(0.00) (0.00) (0.00) (0.00) (0.00) 
      

postmay2016_POC 
 

0.003*** 0.003*** 0.003*** 0.003***   
(0.00) (0.00) (0.00) (0.00)       

Individual Control Variables 
    

Head of Household (relate) -0.00005*** -0.00005*** -0.00006*** -0.00006*** -0.00006***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Age 0.001*** 0.001*** 0.001*** 0.001*** 0.001***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Marital status (marst) -0.003*** -0.003*** -0.003*** -0.003*** -0.003***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Number of family members in 
household (famsize) 

0.0002 0.0002 0.0002* 0.0002* 0.0002* 
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(0.00) (0.00) (0.00) (0.00) (0.00)       

Number of own children in 
household (nchild) 

0.001*** 0.001*** 0.001*** 0.001*** 0.001*** 
 

(0.00) (0.00) (0.00) (0.00) (0.00)       

High School -0.001** -0.001** -0.001** -0.001** -0.001**  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Professional Degree 0.070*** 0.070*** 0.069*** 0.069*** 0.069***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

College Graduate 0.014*** 0.014*** 0.014*** 0.014*** 0.014***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Masters or Doctorate 
(morethancollege) 

0.010*** 0.010*** 0.010*** 0.010*** 0.010*** 
 

(0.00) (0.00) (0.00) (0.00) (0.00)       

State Fixed Effects 
  

Y Y Y 

 
  

   

Year Fixed Effects 
  

 Y  

 
  

   

Linear Time Trend 
    

0.001***      
(0.00)       

Constant -0.004*** -0.004*** -0.009*** -0.009*** -0.011***  
(0.00) (0.00) (0.00) (0.00) (0.00)       

Observations 895,515 895,515 895,515 895,515 895,515 
R2 0.016 0.016 0.018 0.018 0.018 
F 881.266 809.197 178.781 164.214 175.986       

Robust standard errors are given in parentheses under 
coefficients. 

      

* p < 0.10, ** p < 0.05, *** p < 0.01 
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Conclusion 
 
Equity crowdfunding is positively associated with likelihood of becoming an entrepreneur 

In the years surrounding the introduction of equity crowdfunding as a legal possibility in 

the US, most population groups experienced increases in the likelihood of becoming an 

entrepreneur, controlling for pre-existing linear time trends. These increases were slightly larger 

for women and People of Color. As access to capital remains one of the biggest barriers to entry 

and success for women entrepreneurs of Color, equity crowdfunding is a potentially powerful 

policy tool to support these underrepresented entrepreneurs.  

I could not isolate the effect of equity crowdfunding given the multiple factors that are 

related to both entrepreneurship rates and equity crowdfunding that are not measurable and thus 

not controlled for. With these factors, the issue is whether they would have changed 

discontinuously and simultaneously with the introduction of equity crowdfunding. I attempt to 

address this by controlling for a linear time trend in the fifth regressions. While race or gender 

specific linear time trends might be relevant, I did not include them due to the small sample size 

of these subgroups. These small sample sizes for women entrepreneurs and entrepreneurs of 

Color may have contributed to the noisiness in entrepreneurship trend lines in Figures 2 and 3 

relative to White entrepreneurs and male entrepreneurs. 

A final factor to consider is that while equity crowdfunding was implemented by the SEC 

in May 2016, it still requires an actor or mechanism to be utilized. About half of the platforms 

offering equity crowdfunding are registered as broker-dealers and all must be registered by the 

SEC and are regulated by FINRA. Availability of this new tool does not equate to immediate 

access. In addition, equity crowdfunding is just one newer way for entrepreneurs to access 

capital, and thus will not necessarily be the best method for financing for all types of businesses. 
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Given the nature of equity crowdfunding, it is better suited for companies that are poised for high 

growth like start-ups or companies with broad community appeal. Thus, a more apt study for its 

effect should be limited by industries where these types of companies are more likely to occur. 

My results add to the growing body of research and literature suggesting a positive 

relationship between equity crowdfunding and entrepreneurship rates. Most papers have 

discussed potential positive relationships based on theory, but some papers based on experiments 

have shown mixed results. This paper focused on the relationship between equity crowdfunding 

and entrepreneurs, whereas a large section of research focuses on the relationship between equity 

crowdfunding and investors and the subsequent effect on entrepreneurs. For example, research 

on homophily and investing shows that you are more likely to invest in people who look like you 

or who you identify with. Thus, allowing more diverse individuals to invest should lead to more 

diverse entrepreneurs being funded. Most papers have not tested this follow-on hypothesis of 

increased funding rates. While no causal conclusions, this paper aimed to test this hypothesis and 

directly link equity crowdfunding with an increased likelihood of pursuing entrepreneurship 

amongst women and People of Color. 

Future research suggestions 

Based on my findings, I would suggest future research focus more directly on comparing 

funding rates for women entrepreneurs and entrepreneurs of Color for equity crowdfunding 

versus traditional sources like VC and small business loans. Do companies with female founders 

or founders of Color get funded at higher rates when they raise on an equity crowdfunding 

platform than when they seek funding from venture capital or traditional banks? And is there 

variation across different equity crowdfunding platforms? A key challenge to overcome is 

gathering the data for those who do not receive funding from all three sources as both equity 
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crowdfunding and VC are more likely to report who they give funding to rather than who they 

reject or who is unsuccessful.  

Another future direction is to re-run these same regression models with additional years 

of data post-2016 as my hypothesis is that any effect of equity crowdfunding would have a 

longer time horizon. Just because equity crowdfunding is available does not mean everyone 

immediately has access to it. The supportive ecosystem, including the platforms that offer equity 

crowdfunding and marketing campaigns to ensure widespread knowledge of availability, take 

time to build as this is effectively a new market that is in its infancy. If there is a positive effect 

or any effect, it would take many years to see the true effect. 

A similar suggestion is to re-run the same regression models but focus on the industries 

where equity crowdfunding is most prevalent. As mentioned above, startups or companies with 

broad community appeal are the most likely candidates. There are many research questions that 

can be explored, including whether there is an increase in likelihood for women entrepreneurs or 

entrepreneurs of Color to enter industries with these types of companies as a result of equity 

crowdfunding and whether companies that receive equity crowdfunding are more likely to 

survive, have higher revenue, and have a positive impact on society. 

A final research suggestion is to use proprietary data from the largest equity 

crowdfunding platforms (Wefunder, Republic, and StartEngine) to assess if there is a 

relationship between their investors (and repeat investors) and who gets funded. This question 

seeks to answer whether democratizing investment opportunities truly does democratize who 

receives investments. While this is a founding principle of Wefunder’s mission, I believe that 

there are systemic barriers to capital for underrepresented entrepreneurs and that equity 
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crowdfunding may help reduce those barriers but to do so, it must be a focused effort rather than 

simply an outcome. 

Future policy interventions 

In March 2021, there were policy updates by the SEC to equity crowdfunding that 

increased its usability and market appeal. These updates were: 1) increasing the limits of how 

much could be raised through regulation equity crowdfunding from $1.07 million to $5 million 

2) enabling special purpose vehicles (SPVs) which reduced complexity of capitalization ( 

ownership) tables 3) adding a testing the waters option and 4) raising the limits of how much 

could be raised through Reg A from $50 million to $75 million.61 Of these updates, the first two 

are considered to have the greatest influence on increased appeal. 

Future policy interventions should consider increased transparency and reporting by the 

SEC on who receives funding through equity crowdfunding along with reduced compliance 

measures based on size of company. 

 

 
  

 
61 “Facilitating Capital Formation and Expanding Investment Opportunities by Improving Access to Capital in 
Private Markets.” 
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