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Abstract:

Crowdfunding is a method of raising funds from a large number of funders to start a new business or
for charitable purposes using the internet. An important factor for the people involved in raising these funds
is trust and the temporary funds of the recipient is stored in the fundraising organization, so to attract funders
to donate their funds to the recipient, trust is the important capital for the fundraising organization. In the
existing method of online crowdfunding, the contributor does not have any control over the money that they
have contributed. Since in the existing method the fundraising organization has all the control over the money
contributed, they can very easily perform malicious activities. The problem faced by this existing system can
be addressed by using blockchain concept. Blockchain in crowdfunding allows. decentralization which
suggests that nobody within the network as control over the blocks which makes it transparent to everyone
within the blockchain. In this proposed method all the activities performed in-a crowdfunding campaign are
managed by using the blockchain concept. Each transaction is recorded in the blockchain network to ensure
that the amount is received by the valid recipient.
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l. INTRODUCTION

Crowdfunding is a method of raising funds from a large number of funders to start a new business
or for charitable purposes using the internet. Crowdfunding enables us to easily access a vast network of
people through crowdfunding website that brings funder and fundraiser together. In this if the funder wishes
to donate for any cause he can donate the money. In present day crowdfunding platform, the money donated
by the funder is temporarily stored in fundraising platform so the funder will have no control over the money
that they have donated. The third-party involvement incurs additional cost. To overcome this issue many
decentralized application have been created for peer-to-peer communication between the funder and
fundraiser. The advantages of blockchain have created a way to make peer to peer communication more
secure, cost efficient and transparent. Hence by using blockchain in crowdfunding we can change the
traditional way of crowdfunding.
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1. TYPES OF CROWDFUNDING:

There are three categories of crowdfunding platform.

1. Donation based crowdfunding platform

2. Equity based crowdfunding platform

3. Reward based crowdfunding platform
In donation based crowdfunding platform the fundraisers ask large number of funders to donate for a cause
without expecting anything in return. It may include charitable institutions, NGO’s and disaster relief. In
Reward based crowdfunding the fundraiser ask the large number of funders to donate certain amounts in
exchange for rewards. Tokens or points can be given as rewards for the person who donates. When a person
donates, he gets something in return. Equity crowdfunding is a type of crowdfunding in which the fundraiser
launches a project with shares of the business as reward. Funders invest in the project in return for equity.

I11.  BLOKCHAIN TECHNOLOGY:

Satoshi Nakamoto invented blockchain in 2008. Nakamoto’s view is that blockchain provides peer
to peer topology, i.e. There is no third party involved. The payments are sent from the sender to the receiver
without going through the third party. The central authority prevents dishonest users to prevent fraudulence
activities. Blockchain is a distributed ledger in which all transaction of the funders is recorded. The
transactions which occur are all stored permanently in the blockchain network. The main reason for the
blockchain to be trusted is that the information that is stored in the blocks cannot be changed. Block are record
book which contain the details of transaction data. A block consists of four details- hash of previous block,
transaction data, value of nonce, hash. As each block contains the hash value of previous node, if one tries to
change the data of one node it will affect all further node of it, thus other on the network can easily find that
fault occurred on that blockchain or some data has been changed by someone. The categories of blockchain
are permissioned and permissionless. In permissioned blockchain the users who publish the block must be an
authorized user. In permissionless blockchain the user doesn’t need any permission from the authority to
publish a block. Anyone can publish in it. The features of blockchain are- SHA-256 encryption, public &
private key, distributed public ledger, proof of work, and mining. Blockchain is based on the transactions
which occurs. The transactions are sent to each node. Each nodes records data for each new transaction. The
current transactions are checked against the previous transactions. It is called as Proof of work. At each nodes
proof of work is established. Once proof of work is generated, the nodes along with the proof of work is sent
to all the other nodes. The other nodes validate and approves the transaction. A new block is formed in the
blockchain when all the other blocks accept the transaction. The characteristics of blockchain are immutable,
decentralized, consensus driven and transparent. The transactions which are stored in the blockchain cannot
be chanced and increases the trust on the transactions that are recorded. Hence it is immutable. The
information that are stored in blockchain can be accessed from anywhere. Hence it is decentralized.
Blockchain contains certain rules to independently verify and it displays the efforts. Hence it is consensus
driven. All the parties in the network can see and verify the transactions. Hence it is transparent.

IV.  EXISTING SYSTEM:

In Present Crowdfunding system, the fundraiser and the funder will have to log in to the
fundraising platform. And if they are a new user then they have to register in the fundraising platform. Here
the fundraising platform is monitored by the fundraising agency(third-party). The fundraiser posts the need to
raise funds in the fundraising platform. The funders who wish to donate can donate in this platform. Once the
fundraiser received the entire amount that he has specified the post will be removed by the fundraising agency.
But the funders will have no control over the money they have donated. The funder will have no idea if the
money that he has donated has reached the fundraiser or not. The third-party i.e., the fundraising agency will
have complete control over the money and hence they can perform malicious activities. The third-party
involvement may also cause additional cost. As this platform is centralized by someone there is a chance to
use the money the funders have donated in an illegal way.
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V. PROPOSED SYSTEM:

In crowdfunding we need to handle lot of transaction and document it accordingly. So here the
blockchain concept is used to document these transactions. The main entities in this project are fundraise,
funder, service provider platform and blockchain concept for tracking transactions. These blockchain concept
is build using java. The fundraiser and funder have to login in the service provider platform. If they are a new
user, they have to register in this service provider platform. For storing the Meta details about the fundraiser
and funder we use the MySQL data base. Also, every time the immutable entry added in the table. This
frontend development is done using flask framework in python.

A. CREATION:

This is the first stage in which the fundraiser will raise their funds by providing their information
or needs with the proof of their needs. Now the funder can view the needs posted by the fundraiser and if they
wish to donate then they can proceed with that.

B. DONATION:

If the funder wishes to donate for any cause they can donate the money to the particular
fundraiser. The fundraiser name, funder name, amount to be transacted, date and time of the transaction are
entered by the funder during the transaction and these data are stored in blocks, like wise for each transaction
by each funder, the entries are stored in blocks and that form a blockchain. Then this money will be added to
the account of the fundraiser which they can further use for their need. All these transactions are stored in
transaction history. Funder, fundraiser and the admin can view these transactions details in transaction history.
The funder can track their transaction and check whether the amount is received by the valid fundraiser. If the
specified amount has been reached then the particular post will be removed from the platform by fundraiser.
The admin can view all the login details of the funder and fundraiser and can also view all the transaction
details that is being held. So, both the fundraiser and funder can trust this platform as this platform enables
the fundraiser to receive all the amounts of the funder without any involvement of the third party and the
funder can also verify that their amount is received by the valid fundraiser.

VI. CROWDFUNDING USING BLOCKCHAIN:

Blockchain allows decentralization so no one in the network will have control over the smart
contract. It is a peer-to-peer network so no one in the network can change the information in the blockchain
which makes this crowdfunding secure, safe and transparent. Anyone can post their information for their need
in the website. Anyone who wishes to fund can fund to the need. Each transaction is validated and appended
in the blockchain. These transactions which occurs in this crowdfunding platform are secured using
cryptography. The transaction which occurs are handled by the blockchain concept and all the transacted
amount are stored in blocks that form a blockchain, so that there is no need for any third party. The funder
doesn’t have to worry whether the transacted money have reached the valid fundraiser or not, like in the
traditional crowdfunding.

VIl. SYSTEM DESCRIPTION:

This is a website-based system in which the fundraiser and funder have to register in the service
provider platform. The fundraiser will raise their funds by describing the need and providing some proof if
available. Then the funder can view all the information posted by various fundraiser. If the funder wishes to
donate for any particular cause they can proceed with it. Then the money that is donated by the funder will be
added to the account of the fundraiser. The sum of the amount that has been donated by all the funders will
also be displayed, with the help of this we can identify whether the specified amount has been reached or not.
If the specified amount has been reached then the particular post will be automatically removed from the
platform. Once they donated the money to the fundraiser the information of the transaction is stored in
blockchain and that information can be viewed by both the fundraiser and funder. The funder can track their
money until the transacted amount reaches the valid recipient.
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The fundraiser will register in the service provider platform. For storing the meta details about the fundraiser
we can use the MySQL data base. Also, every time scanned the immutable entry added in the table. It consists
of 2 entities, the registration platform and the fundraiser. Similar to the fundraising registration process,
donors certainly need to register with a fundraising platform service provider. It consists of 2 entities, the
registration platform and the fundraiser. For storing the meta details about the funder we can use the MySQL
data base. Also, every time scanned the immutable entry added in the table. In the service provider platform,
the fundraiser will raise their fund by posting their requirement and details about the requirement. These data
are stored in MySQL database. In the transaction platform each transaction details are recorded in the
blockchain for e.g.: If the funder donates the amount to the fundraiser this transaction is stored in the
blockchain. All the transaction received can be viewed by the fundraiser. The funder can track the transaction
and check whether the amount is received by the valid fundraiser. In blockchain creation and mining the
blocks are created. The data is scanned on each new block created.

VIIl. CONCLUSION:

Finally, the disadvantages faced by the traditional crowdfunding has been overthrown with the
help of blockchain technology in crowdfunding. An important factor for the people involved in raising these
funds is trust. With the use of the blockchain concept in the crowdfunding, ensures trust of this crowdfunding
platform and also reduces the cost of the third party. In future our work can be further enhanced by adding
timestamp to the platform i.e., if the funder donates some amount to fundraiser and if the amount doesn’t
reach the fundraiser within the timestamp specified then the amount is returned back to the funder. With the
help of blockchain technology in the crowdfunding platform the people trust the crowdfunding platform and
be a part in this crowdfunding network.
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