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Abstract 

At present, China's economy is facing down-to-bottom pressure, and economic vitality 
needs to be improved urgently. As an important part of enhancing China's economic 
vitality, small and medium-sized micro-enterprises play an important role in promoting 
employment, increasing income, stimulating consumption, expanding domestic demand 
and reducing excess capacity in economic development. However, small and medium-
sized enterprises are facing enormous financing pressure. According to the "Micro-
Enterprise Financing Development Report" survey data, 59.4% of micro-enterprises 
said their financing costs in 5%-10%, 40.6% of micro-enterprises said financing costs of 
more than 10%. According to the China Small Micro-Enterprise Index Report, jointly 
released by Southwest University of Finance and Economics, the average amount of 
interest-bearing private loans of small micro-enterprises is 260,000 yuan, and large 
private loans pay an average interest rate of up to 18.1%. Among micro-enterprises with 
bank credit needs, only 46.2 per cent have access to loans. The severe situation of 
financing for small and medium-sized enterprises requires the emergence of financing 
methods with lower financing costs. This paper explores the corporate social 
responsibility disclosure system under the equity crowdfunding financing model. 
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1. Introduction 

1.1. Background  

Equity crowdfunding in China's current development is not optimistic. The first thing not to 
lose is the low success rate of project financing. According to the data disclosed by a equity 
crowdfunding, the approval rate of the equity crowdfunding platform is only 17%, and the 
successful financing projects account for only 5.9% of the approved number. As of September, 
last year, the approval rate of the equity crowdfunding platform was only 31%, and the success 
rate of financing was less than 3%. In China, for example, 78% of investment cases in China 
were not returned in 2014, according to angel investments launched by JD.com's crowdfunding 
platform. It can be seen that equity crowdfunding as an immature financing channel, the failure 
rate is high, the loss to investors is greater, the urgent need to further develop norms. 

Although equity crowdfunding has continued to grow since entering China in 2011, the data 
show a high failure rate, a key factor being that the disclosure system is not fully functioning. In 
the first equity crowdfunding dispute in May 2015, when one party raised funds successfully 
and the other party was ready, the parties were unable to communicate information effectively 
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to reach the project and avoid losses. Through the above cases, it can be seen that in equity 
crowdfunding, information disclosure is the main way to solve information asymmetry, and the 
sponsor's information disclosure is the most critical factor for investors to decide whether to 
invest. However, as far as the information disclosure situation of domestic equity crowdfunding 
is concerned, it is generally only in the user registration agreement, or the sponsor certification 
rules require the promoter to disclose the general basic situation of the company to which the 
project belongs, such as the company name, address, legal representative, registered capital, 
shareholders and shareholding ratio, project basic briefing and other primary matters, the 
disclosure requirements for corporate social responsibility are less. 

1.2. Meaning of Topic 

1.2.1. Theoretical Meaning 

At present, the equity crowdfunding, which is at the forefront of China's Internet financial 
innovation, will inject new vitality into the change of China's capital market structure if it can 
develop healthily. However, due to the short development time of equity crowdfunding as a 
financing method for start-up enterprises, various mechanisms from transaction to supervision 
are not perfect, and the soundness of the information disclosure system will be the cornerstone 
of regulating the crowdfunding market and the core content of effectively protecting the rights 
and interests of investors. At present, domestic scholars have less research on the disclosure of 
social responsibility information of entrepreneurial enterprises under the mode of equity 
crowdfunding financing. Therefore, this project closely follows the theme of corporate social 
responsibility information disclosure of equity crowdfunding, select representative cases for 
quantitative analysis, and the conclusions reached will complement the relevant views and 
theories of equity crowdfunding information disclosure. At the same time, the research results 
of this project can also make corresponding suggestions for the development of more perfect 
domestic equity crowdfunding mechanism and enrich the relevant content. 

1.2.2. Practical Meaning 

(1) The significance to investors: to meet the different types of investors' investment needs, 
improve investors' returns 

JD.com crowdfunding platform has launched a 0-yuan evaluation of the project information, 
investors can through the free experience to choose the most suitable for their investment 
needs of investment projects. Through the project information disclosure of investment 
projects, investment projects have a variety of investment projects, covering charity, science 
and technology, life aesthetics, popular culture and other fields, in the front page of the detailed 
information disclosure, to facilitate investors to choose the most interested investment projects. 
Investment projects can meet the investment needs of investors at all income levels by 
disclosing crowdfunding amount information and corporate social responsibility commitment 
information to provide investors with investment projects from 1 yuan to several hundred yuan. 
The above disclosure of investment projects helps investors to clearly understand the returns 
and specific circumstances of investment projects and to meet the different investment needs 
of investors. 

(2) The significance to the financing party start-up enterprises: broaden the financing channels 
and reduce the financing cost 

Through detailed information disclosure of investment projects, the funder can make investors 
more in-depth understanding of the risk and rate of return of the project and other information, 
transparent and sound corporate social responsibility disclosure system, can make investors 
more clearly see the social responsibility of enterprises, conducive to their own development 
to bring more investment, so that venture capital financing methods are no longer limited to 
lending and other traditional methods, reduce financing costs. 
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(3) The significance of crowdfunding platform: to provide supply and demand docking platform, 
open up the market, broad prospects 

In view of the current strong investor willingness to invest, venture capital enterprises in 
urgent need of financing and the two are not perfect, crowdfunding platform as a supply and 
demand docking platform for investment and financing, if the specific information of 
investment projects and their social responsibility to carry out detailed disclosure, help to 
promote more investment and financing transactions; make a handsome profit for yourself. 

(4) Implications for regulators: expanding the sources of regulatory information and improving 
the efficiency and fairness of assessment 

At present, the targeted laws and regulations on equity crowdfunding have not yet been issued, 
the audit and supervision of equity crowdfunding projects mainly rely on the CSR, the 
government and other regulatory authorities to judge. In the regulator cannot get accurate 
project information status, often take a strict audit mechanism, investment prospects are better, 
credit level is better investment projects must also accept cumbersome audit, which is 
undoubtedly a great waste of resources. Perfecting the information disclosure system under 
the equity crowdfunding financing model will help regulators to better understand the specific 
situation and content of investment projects, and the disclosure of corporate social 
responsibility of relevant parties will provide a more objective assessment for each investment 
project, reduce the audit procedures of investment enterprises with good project status, and 
improve the efficiency of evaluation. 

2. Literature Review 

2.1. Domestic Literature Review 

At present, there is less research on the information disclosure of start-up enterprises under 
the mode of equity crowdfunding, and the research at present mainly focuses on the research 
of information failure and legal supervision. 

Some scholars analyze the problem of information failure of both sides of the transaction under 
the equity crowdfunding financing mode. Lei Huashun (2015) in the "crowdfunding 
information disclosure problem analysis", in the crowdfunding process, there are many 
information failure problems, it is likely that the reverse selection and moral risk caused by the 
"bad currency expulsion of good money" effect, resulting in the demise of the crowdfunding 
market, therefore, the problem of market failure needs to be overcome by the system; Seeking 
the best balance between financial innovation and investor protection, Ren Xiaocong (2016) 
believes that the crowdfunding platform can provide investors with relevant reference 
information and reduce the risk of information asymmetry between the two sides. 

Another part of the scholars on the equity crowdfunding model of venture capital disclosure of 
the legal supervision of information. Lou Jianbo (2015) in the "equity crowdfunding 
supervision inquiry" that, for the current situation of China's equity crowdfunding 
development, we should refer to foreign practices in information disclosure, according to 
China's actual situation to provide a certain amount of financing needs to be disclosed, so as to 
control risks by controlling the amount of financing; There is no traditional securities issued 
those reputable intermediary services, resulting in the obvious information disadvantage of 
investors face a greater risk of contract fraud, loss of equity, so information disclosure for 
crowdfunding supervision is urgent. 

2.2. Foreign Literature Review 

Foreign scholars' research on the disclosure of information of start-up enterprises under the 
mode of equity crowdfunding is mainly focused on the risk and regulatory aspects. Joseph 
Hogan and Zachary Robock (2014) argue in Like Oil and Water: Equity Crowdfunding and 
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Securities Regulation that stringent disclosure regimes and excessive issuance costs can be 
important barriers to small companies raising capital publicly, making disclosure more 
expensive and making disclosure costs in direct proportion to the benefits of investor 
protection. But too much deregulation will greatly increase the risk of crowdfunding markets, 
such as a series of information asymmetries brought about by crowdfunding exemptions that 
can lead to moral risks and reverse choices, which can make it difficult for investors to make 
truly rational decisions to maximize the benefits of their investments, while crimes such as 
fraud can emerge. Therefore, the appropriate and perfect information disclosure mechanism in 
the crowdfunding market needs to be established urgently. 

2.3. Analysis of Literature Review 

According to the above-mentioned domestic and foreign research results, mostly from a single 
point of view to analyze all crowdfunding platforms and even the entire crowdfunding market, 
there has not been any equity crowdfunding corporate social responsibility disclosure related 
to the discussion. After drawing on the above-mentioned large number of literature views, from 
the investors, fund-raiser, crowdfunding platform, regulators and other perspectives to analyze 
the current situation of the information disclosure system under the equity crowdfunding 
model, to the current large-scale crowdfunding platform - JD.com crowdfunding platform for 
example, from the point and face, from the specific disclosure content of the information 
disclosure system, disclosure methods, institutional supervision and other aspects of 
countermeasures. 

3. Present Situation of Equity Crowdfunding in China 

3.1. Stricter regulation 

At present, China has issued more and more regulations on equity crowdfunding, such as in 
August 2015, the CSR has issued "on the Internet to carry out equity financing activities of 
institutions to carry out special inspection notice" and "the CSR sent letters to local 
governments to regulate the implementation of equity financing activities through the Internet", 
basically determined the hard requirements of equity crowdfunding. In August and October 
2016, the Interim Measures for the Management of Business Activities of Online Lending 
Information Intermediaries and the Implementation Plan for the Special Rectification of Equity 
Crowdfunding Risk were issued one after another, and more stringent norms were gradually 
adopted for the operation platform and various acts of equity crowdfunding. Increasingly 
stringent industry regulation has led major platforms to tighten their operations to avoid legal 
risks. 

3.2. Information asymmetry 

"Since pre-investment information such as access and review of crowdfunding platforms, less 
disclosure of information on the level of commitment of lead investors and corporate social 
responsibility, and the inability of investors to fully understand the true context of the project 
and the details of the funders, the level of trust in the project is insufficient, which may make it 
difficult for investors to select truly good projects and make reverse choices;" Information 
asymmetry after investment may lead to the management's irresponsibility or concealment of 
the company's actual level of operation for self-profit and unauthorized change of the use of 
funds due to the difficulty of supervising the conduct of the company's management. Especially 
if the level of corporate social responsibility disclosure of crowdfunding enterprises is low, 
investors are more difficult to trust the platform, in such a lemon market, good projects 
gradually withdraw, and poor-quality projects remain on the platform, resulting in the overall 
decline of the equity crowdfunding platform. 
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3.3. Equity crowdfunding is risky and difficult to disperse 

Because of the business model of equity crowdfunding, it is risky and difficult to spread. Equity 
crowdfunding investors are mostly individual investors, the current hard rules for individual 
investors, its financial assets must not be less than 3 million yuan or the average annual income 
of individuals in the last three years is not less than 500,000 yuan, and for a single equity 
crowdfunding project, its equity investors must not exceed 200 people. Therefore, in the equity 
crowdfunding model, individual investors tend to belong to the middle class, and the amount 
of investment for individual investors, the proportion of income or total assets, and at the same 
time, these funds in equity crowdfunding only invest in a single project, there is no reasonable 
risk of diversification, which leads to equity crowdfunding for individual investors to create 
greater risk. 

3.4. Psychological Expectations 

Although JD.com crowdfunding has a "lead-and-follow" model to solve the problem of the lack 
of awareness and judgment of most dispersed investors, but at present most of the 
decentralized investors and mature institutional investors' needs and psychological 
expectations are not the same. Dispersed investors hope to be able to obtain a larger investment 
income in a relatively short period of time, hope that enterprises are a social responsibility of a 
good enterprise, for the project itself less attention, and start-up enterprises in the newly 
established often lose more, can be allocated to investors with little dividend, or even make it 
difficult for investors to return, CSR commitment level will naturally not keep up. In addition, 
the quality of start-up micro-enterprises themselves is also uneven, most of them do not 
provide CSR disclosure data, which makes small micro-enterprises fail to operate and the risk 
of running the money is great. All these have led to the psychological deviation between 
investors' expectations and reality, so investors are increasingly reluctant to put their money 
into equity crowdfunding. Corresponding funds and resources support, resulting in the survival 
of major equity crowdfunding platform has been threatened. 

4. Research Design and Data Analysis 

The Market for Lemons, also known as the secondary market, refers to the asymmetric market 
of information, that is, the seller of the product has more information about the quality of the 
product than the buyer. In extreme cases, markets will stop shrinking and non-existent, which 
is the reverse choice in information economics. Equity crowdfunding model is a serious 
information asymmetry transaction, in the absence of the forced disclosure of corporate social 
responsibility, the funder always has more knowledge of project information than the investor, 
even if the investor can compare on the equity crowdfunding platform, cannot fully grasp all 
the information. Some leading investors use the asymmetry of decision-making power and 
information right to mislead investors and harm investors' rights and interests, and the 
information disclosure platform can't effectively restrain the behavior of the funder. In real-
world transactions, poor-quality projects face even more severe penalties and high opportunity 
costs, but these risks are largely non-existent in equity crowdfunding. "Thus, without any 
intervention by the equity crowdfunding platform, there will only be one outcome: all high-
quality projects will disappear, leaving only inferior projects." This was followed by investor 
boredom, and eventually the entire market shrank until it disappeared. 

4.1. Equity crowdfunding "lemon market" theory model construction 

Suppose there are several enterprises and investors trading projects on the equity 
crowdfunding platform, and the number of financing projects is large. This series of projects of 
different quality has two results: success and failure. The rate of return of the project is 
expressed in R, when R>0, when the project investment is successful, and when R=0, the project 
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investment fails. The investment success rate of equity crowdfunding projects is expressed in 
P(R) and also represents the true quality of the project. However, only the funder knows that 
the investor can only infer the distribution function and density function f(p) of P(R) based on 
market experience and industry characteristics. T represents the average return on all 
financing projects on the equity crowdfunding platform. This average is known to investors. 
Suppose that investors are rational people and risk avoiders when evaluating projects, and 
when making investment decisions on projects with the same average return, choose those 
with a greater probability of success. Suppose the constraint P(R)R=T, i.e. the rate of return is 
inversely related to the probability of success. 

In order to simplify the analysis, assuming that the financing parties on the equity 
crowdfunding platform do not have their own funds, they must pass the financing, the project 
application amount is A, set A as 0-1 variable. "Investors, as the supplier of funds, assume that 
the project is required to have the same return on investment and are represented by r 
(r=gains/investments)." If the investor and the project financer reach a deal and the project 
financing is realized, then A is 1, otherwise A is 0. 

Since the investor does not know the true quality P of the project, the expectation of P can only 
be known by the probability density function of P(R), 𝜇=E(𝑃) .Hence, the expectation 
probability of investor is 𝐸𝜋𝑣 = 𝐸(𝑃)𝐴𝑟+(1 − 𝐸(𝑃))0 = 𝐸(𝑃) 𝐴𝑟 =𝜇𝐴𝑟 . Since the investor 
knows that the average return for all items on the platform is T, the expected return is 
compared to the project return to decide whether to invest, i.e. A=1 or A=0. When 𝜇𝐴𝑟 ≥ 𝑇, 
investor will invest the project. 

For the funder, the true quality of the project P is determined, so the expected return is 𝐸𝜋𝑒 =
𝑃(𝑅 −𝐴𝑟) + (1 − 𝑃)0 = 𝑃(𝑅 −𝐴𝑟) . When 𝑃(𝑅−𝐴𝑟) ≥ 0 , The funder will enter the equity 
crowdfunding platform to finance the project and accept the financing amount A. The critical 
value is 𝑅∗ =𝐴𝑟 , when 𝑅 > 𝑅∗ , The funder will only finance the project. When 𝑅 < 𝑅∗ , 
expectation earning is 𝐸𝜋𝑒 = 𝑃(𝑅 −𝐴𝑟) < 𝑃(𝑅∗−𝐴𝑟) = 0, The funder waives the application. 
There is a critical probability 𝑃∗  because of P(R)R=T, when 𝑃 ≤ 𝑃∗ , the funder applied for 

project financing, 𝑃∗ =
𝑇

𝑅∗
=

𝑇

𝐴𝑟
. 

The meaning of the market equilibrium solution is: Finally, the equity crowdfunding platform 
financing transaction disappears, and the market shrinks completely. From this, it can be 
concluded: Because of information asymmetry, it is difficult for investors to accurately assess 
the actual quality of the application for financing projects, the reverse choice in investment 
results from this, and in the extreme case of no CSR information disclosure at all, the market 
may disappear as transactions shrink. 

4.2. Improve the game equilibrium analysis of information disclosure control 
of equity crowdfunding enterprises 

Assuming that the static game between the government and the equity crowdfunding 
enterprise is completely under the condition of information, first determine whether there is a 
complete Nash equilibrium solution.  

As can be seen, there are four strategies in the game between the government and equity 
crowdfunding firms: (detailed disclosure, regulation), (detailed disclosure, non-regulation), 
(simple disclosure, regulation), and (simple disclosure, non-regulation). Further analysis of the 
above model shows that there are four strategies in the game between the government and 
equity crowdfunding enterprises, namely (detailed disclosure, regulation), (detailed disclosure, 
non-regulation), (simple disclosure, regulation), (simple disclosure, non-regulation). According 
to the above analysis, there is no purely strategic combination between the government and 
the enterprise that neither wants to change their strategy, so the game between the government 
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and the enterprise is a mixed strategy problem. The following further analysis is used to solve 
the problem of mixed strategic equilibrium. 

When the probability of government's corporate social responsibility disclosure control is 
equal to V/F, the expected benefits of detailed disclosure and simple disclosure of information 
are the same, at this time, enterprises can randomly choose to disclose CSR or simple disclosure 
of corporate social responsibility; The expected return of detailed disclosure will be greater 
than the expected income of simple disclosure, at this time, the best choice of enterprise is to 
disclose CSR in detail, when the probability of government information disclosure control is 
less than V/F, the expected return of detailed disclosure of information will be less than the 
expected return of simple disclosure, at this time, the best choice of enterprise is simple 
disclosure of CSR. 

5. Research Conclusion 

Information asymmetry in equity crowdfunding is the key problem that plagues the 
development of the industry. The main body of corporate social responsibility information 
disclosure in the equity crowdfunding industry includes the fund-raiser and the crowdfunding 
platform, the former of which is the key. Due to the lack of risk awareness of investors, it is due 
to the asymmetry of information in the process of investment has a great risk. Through the 
equity crowdfunding platform to obtain financing is basically small micro-enterprises, and are 
in the initial stage, the management system is not perfect, can collect, provide limited 
information, some financing project core may be just a project, a creative, has not been tested 
by the market, or belong to innovative ideas, there is no same or similar business model in the 
market, access to business information is very limited. And the investor's professional level is 
limited, most of the investment projects involved in the industry is not very understanding, 
corporate social responsibility and related information disclosure analysis and absorption 
capacity is not high, the value of information in investor decision-making is difficult to 
effectively play. 

"Jingdong crowdfunding" is a microcosm of China's equity crowdfunding, equity crowdfunding 
market lemon problem not only exists but also has a certain seriousness. The particularity of 
investor behavior in the equity crowdfunding market will also reinforce the "lemon" problem. 
This particularity is manifested in the following aspects: (1) the investor's acceptance of the 
network information space and the limited ability to accept, the low level of corporate social 
responsibility commitment will weaken the netizen's trust in the online products, strengthen 
the Chinese netizen's reverse choice degree. (2) The traditional Chinese behavior of the crowd 
psychology, coupled with some irregular platform negative demonstration effects will make it 
difficult for some projects to achieve the role of transmitting quality signals, strengthening the 
Chinese network market "lemon" problem. (3) The weakness of the relevant legal system and 
the weak power caused by investor dispersion make some enterprises strengthen their own 
information transmission advantages, intentionally or unintentionally reduce the right of 
investors to know, therefore, investors face the "lemon" problem is more serious. 

"The Grossman-Stiglitz paradox tells us that if the market price information is fully transmitted, 
the market equilibrium does not exist; And if there is a price to pay for accessing information, 
there will be no competitive equilibrium in the usual sense. This paradox shows that market 
information incompleteness or symmetry is not only real, but also inevitable, even necessary. 
Therefore, it is impossible to hope to eliminate the asymmetry of quality information 
fundamentally but trying to reduce or reduce the impact of information asymmetry on the 
efficiency of equity crowdfunding should be a core element of our consideration of economic 
behavior and rule-making. In view of the "lemon" problem shown in China's online market, 
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combined with the conclusions of this model analysis, the following countermeasures and 
suggestions are put forward: 

(1) The form of information disclosure will affect investors, it is related to the success of 
financing projects, the form of CSR information disclosure should meet the needs of content and 
purpose, so there is no need to enforce the binding of a particular form in legislation. In the 
existing practice, equity crowdfunding platform disclosure information is also a diversified 
form. Text, figures, graphic pictures, video and other forms, the form of information disclosure 
is for the purpose of service, cannot be diversified in form to affect the comprehensiveness, 
timeliness, completeness, authenticity and accuracy of the content of disclosure. 

(2) The crowdfunding platform connects the fund-raisers and investors and is the key node of 
the equity crowdfunding transaction. The information in the market has the attributes of public 
products, and the mandatory CSR information disclosure system can solve the problem of 
market hitching and alleviate the lack of information in the market. By the crowdfunding 
platform to assume due diligence work, screening, identifying the financing information 
responsibility, can rely on the information collected to sell to investors or free of charge to 
investors, enhance the credibility and visibility of their own platform, and can internalize the 
cost of their own production and processing information, and then can also attract investors. 

(3) China's supervision of crowdfunding is in a vacuum, equity crowdfunding in the actual 
operation of many incurable and legal risks, it is recommended to accurately define the legal 
status of equity crowdfunding, determine the meaning and scope of securities, redefine the 
concept of "specific objects" in public and non-public offerings, establish a regulatory 
framework to protect investors, strengthen investor education, and recommend the 
implementation of small-scale issuance exemption system, so as to legalize equity 
crowdfunding. 
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