CHAPTER 3

¥
LITERATURE REVIEW *
N3

3.1 INTRODUCTION Y-
The previous chapter has provided an overview%m e'wtrepr neurship
ti

development, financial management and landscape, regufations ab MEwand
IR N ) | &
crowdfunding in Malaysia. This chapter aimstor previous studies on the\concept
4 b ¥
of financial management and its practices froWbrow ure tl@developed
along investment-based crowdfunded wN term Iectzg ractices. The

following section addresses cro ding, parti
crowdfunding, equity, and P2P | g rﬁ’@*x , t é@b-sections explain the
financial management roles \ cticesyssocia né‘twA , the ECF platform, and
business intelligence mediaw exar,\inin f m@mame. Also enfolded is the
theoretical groundwor%s study with e;dlqtgminants or variables and the ECF

sy L
performance. \ | %
b

P |
4
3.2 PREV. UDIES ?N IN&ICING AND FIRM PERFORMANCE

larl investment-based

wconcluéi dan b§~drawn from studies of financing and firm

N
pe@e. Alsos, Isaksen é’nca)Ljunggren (2006) investigate the financial gap and
%wth of start-ups enterprises. The study only involved start-ups that had been

Grating for 19 months. Survey questionnaires were distributed and followed by phone

calls for interview sessions. Only 360 respondents qualified for the selected study.



The findings reveal that the gender of the founder statistically influences the
behavior and perceptions of financial providers. The results also show tha
founders obtain equity capital and business loans better than their female c@%ﬁmrts.
Thus, it reveals why women's business ventures are challenging to owever,
further investigation of the entire funding process is needed to helpydetermine why
financial providers supply fewer funds for women start-ups. \)

Small businesses need to access adequate fundi Y(;v Storey, 1994).
Funding affects the resources' acquisition and firm operations. thing is a

@

Y-.
basic need of firms to develop locally or abroad. A st y Smolarski nc’K_&f—éOll)

investigated the method of venture capitali lnga\fd' ffec@.ﬁ SMEs
Y.

performance and going international. In theﬁ{y, 86 m\spo nts f d the survey

eiv@y the SMEs and

consisted of the staged mode of p t and t\hmg-s ﬁw\ode of payment. The
N,

study also monitored the type o%l invgstor @ participated in a single round of

\mp &
financing. Syndication financin pe' enthere @vo or more outside investors
involved in a particula% roundfNo ')‘r{d@on refers to financing involving
4

a single investor i %cificl
turnover and an&l sgQ

!

that perform s higher when éleéﬂ) funding was based on staged and involved
% NN

syndicati ever, o 'yndicaﬁl involvement during the disbursement of VC

f @t' ly affected the fi \ﬁY.f
un Ively artecte el errormance.
Q

E\'his is because the former was more effective as it involved more control
a

criteria. The variables included the s_of financin

e p@e’s of performance. The findings showed

nisms and, in the latter, an investor controlled the whole funding process. When
ere was a variance between the actual and targeted performance, the venture

capitalists withheld the injection of the subsequent funding until the problem was

62



solved. This mechanism encouraged the firm to achieve the goals of the business.
However, the inspiration of venture capitalists to meet their financial goals mw!l
affect the operation of the firms. The bank repayment policies imposed \irms
which successfully secure loan applications should not be burdening (ﬂk 1994).
A study on microloan impact on the growth of SMEs in the IWmetropolis,
Nigeria was conducted by Olowe, Moradeyo and Babalola (2013). study used the
simple purposive random sampling technique. 82 respon (ﬁ:o sist of founder
and managers were selected. The study's findings showe tlo dw‘ent, loan
interest rate, loan repayment, loan duration, and loan teral signifi nljy@v;ted
SMEs growth. In addition, the lower loan re frequ% an ingFest, and

effec@ an duration
siti@?elationship. The

collateral to secure the loan increased the % owewer,
was not significant statistically, eventhough' showing

funding for SMEs should not o%oncern \TN% [

N,
institutions also have a responsibili assi& SMEs in a%(zéto funding.

Further, a study on Q\ﬁn;se anI/i on MEséﬁ&formance in Bangladesh by
inancin

St ions. Non-financial

Salam (2013) shows % g was a}iétio@'/ and significantly affected the
d &

ROE and ROA OK:diumls erpris §_The study examined 53 respondents

from Munshigang andyKushti lade Qdonsisting of 30 small and 23 medium-

¢
size enterpri hwas qua 'ta!fvec:/o tent analysis and referred to SMEs' 2012
§v NN
annual % The rgsult Wedéklationship between the sizes of the enterprises

and e of lease financinq@vé bigger the size of the enterprises, the higher the

@d ROA return when using the lease financing. Meanwhile, the effect of using
f

inancing in small-size enterprises showed a significant positive relationship in

&
easuring the ROA. However, it negatively impacted the ROE of the small enterprises.
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Although there were slightly different outcomes, the use of lease financing did affect
the overall performance of the SMEs in Bangladesh. T

The impact of microfinance lending on SMEs performance in Ke rted
similar findings. A study conducted by Wanambisi and Bwisa (ZOIB%tigated a
total of 120 respondents. The respondents comprised wholesalers, retzR?restaurants,
and delivery services under micro and small enterprises (MS s}h,semi-structured
questionnaire was distributed, verified, and coded using %te.rifd system. The
findings showed that 44 firms that used microfinance lending ha be.ms@grmance.

The sales and income of those firms also increase s, it explai t'at_\ﬂq}loan

generates more revenue for the firms. Howevek.fi witheUt-mi fin@lending

did not progress in sales and income. Re% or the mieto and@zﬁ firms not

approaching microfinance lending inw include of@ttion, poor loan

accessibility, and limited loan avail{i_[%in Ken \I‘hus t o@come this issue, good
"E y N,
training programs have to be d%for een prenng.t?) absorb the knowledge

that would enhance their. htan]i ofythe g)ﬂts of borrowing through
microfinance to their @;imp rtan ,l'n@icy of microfinance institutions
must not burden &orroweq
benefit of the micro sm &
S\ 1 O
Wan %3) investi tea' t@ ffect of microfinance lending on the
NN

h@]dy examined 211 SMEs in Taizhou, Zhejiang.

em should be made available for the

development OFSMES i

The‘ﬂ%uted guestionnaire @6 to gather information on the SMESs' characteristic
aéllhncing resources. The study revealed that firms that used microfinance loans
@ etter performance in increasing their revenues and net profits. Thus, it reflected
rm growth. Also, human capital played an essential role in generating revenues. In

theory, the high level of labor produces more productivity. However, the findings also
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revealed that firms with microfinance showed an adverse result in revenue growth,
Furthermore, the study elaborated the possibility of the SMEs already re
borrowing through microfinance to seek further borrowings in the @y}The
characteristics of the firms played an important role in increasing the c to obtain
financing. T

Oladele, Oloowokere and Akinruwa (2014) studied_the act of several
sources of financing on SMEs' firm performance. The so Yfi.rm']cing consisted

of the owner's personal savings via banking and darlyg.contri UM owner's
X

ives and mo kr@ and

b%f& rofl@ée banks

as the independent variables towards the perfor. ancexof firms%&t')tal of 225

respondents from SMEs in Ado-Ewaopolis, ia, @E selected. The
structured questionnaires were used((%mect the\fa\:dﬁ.ﬁle

informal financing sources via family, friends, coop

the owner's formal sources of financing via co

of financing resources positiv

business growth and devel }(Gi[ etal., 20§However, it also discovered
that microfinance as t}‘% source Of fi i
4

’ &

performance mor%‘other m finar%ﬁg. Thus, the government should play

its role to ensu% icrofi lorro&?éds continue to provide enough funds to
¢

support SM % intefest _rates %déﬁ?r terms and conditions on the borrowings
§v NN

should % winzWin si ?tion fv:&\both borrowers and lenders.

k3

Aother study in Nige@as conducted by Oleka, Maduagwu and Igwenagu

(é}&lt examined the impacts of microfinance loans and the advances on SMEs
r

& mance. Data was collected from the year 2003 to 2013, consisting of primary and
econdary data. The questionnaires were used to collect the primary data from the

microfinance banks. The results of the study resemble prior studies discussed in this
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section. The microfinance credits and advances were statistically significant in
inducing the SMEs' growth and performance. Besides that, the demography of thwm
such as size, age, and location and the loan maturity positively influence@wth
of the enterprises. As a consequence, microfinance institutions are'ﬂ% to take
advantage of the findings and improve their loan volume to patrwe'the SMEs'
growth and expansion plans. \)

In line with technological advances, entrepreneuri Ka'so seems to be
innovating. Eniola and Entebang (2014) conceptually "@iscussed the.i r‘tan‘c;of
finangin taﬁs@, in
m@ S ha{g?:creased

ost reneurs use

SMEs in Nigeria to explore crowdfunding as alter
1992-2013, the accessibility of SMEs for loan

significantly from 48.80% to 0.1%. Ther

internal financing and microfinance lo or their busine S SI@ re the economic

drivers in Nigeria, there is a need f gove@% y@hcilities that support
N,

crowdfunding initiatives, includi Iatio’ﬁs on owdfwi?ng, relevant knowledge,

ial r@es to include crowdfunding
will result in SMEs cc%x to relyton i S'rﬁalxﬁdncing and microfinance as the

main sources of ﬂ;@
Thies, I—g@ ock

for rev\% ed

can%

on venture capital @ﬁcing against campaigns launched on the platform.

NN
ing.%e study aimed to investigate crowdfunding

:E&iy collected two data sources. First, from the Kickstarter platform to collect
G aign-level data from 2009 to June 2016 with 56,000 campaigns asking for money
om the public. Second, Crunchbase to track information on 100,000 investments in

the same period. The Kickstarter platform offered 15 categories, but the study selected
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only three categories: games, design, and technology because these categories
corresponded to entrepreneurial activity. The results of this study confirmwﬂm
reward-based crowdfunding campaigns positively influenced VC’s decisi \ake
future investments in a particular enterprise. The number of investorsﬁ%pating in
this campaign can also reduce information asymmetry, further sighaling VCs to
participate. The study also showed that the platform provider’s emphasis on a product
or service can positively influence VC’s investment in an t

) T'hus, it revealed

that reward-based crowdfunding can fill the financial faced b reneurial

®
firms. J _\‘-}VC
In their special issue paper, Bruton, Kh ge and Wi t(20\135' showed
the influence of microfinance and financial%inno iont(\:ro ndin@zi.PZP) as an
fin@s revealed that

PE -to-peer lending had
N,

ance of the financial

c

alternative financial source for se ntrareneurs.

institutional background for microfi@&, crow: \mg

significant effects on the origi triblﬁion, nd a((/

alternatives for seeds ent %nd [ -ups aro he globe. The paper also

suggested that the instituti ; setting sh Id'bsbﬂ important component of any
4 2

framework to under%theser \.fl*se ativ

i eégources of entrepreneurial finance.

Furthermore, there i rete ence on the performance outcomes of
¢

microfinanc %ency in reduci re\j/ ty rates (Harrison, 2013; Khavul, 2010).
NN
Recent @Zﬂsq‘s 0 at it’h%only a minimal effect in eradicating poverty
X | |
(Du ck et al., 2011, Te%ﬁm et al.,, 2015). Crowdfunding studies have
N

rated that reward-based crowdfunding has been shown to provide funding for

d—

eed entrepreneurial activities. On average, the reward-based funded enterprises
crease human resources by 2.2 per cent, as many enterprises record annual revenues

above $ 100,000, and 90 per cent of reward-based CF enterprises still survive after one
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to four years of getting crowdfunding (Mollick & Kuppuswamy, 2014). In terms of
ECF and P2P, not many studies have been done to study its effects. Perhap

fundings are still at the early stage of their emergence. However, Mo@@l@

revealed that 25 per cent of launched projects are successfully co on time
(Mollick, 2014). Y’

To date, empirical evidence on the performance of the ECF- ed firms is still
lacking. However, research on ECF performance is vital to mi?ht to determine

the post-crowdfunding outcomes. The findings also wou termi eWﬁectively
L ]

provides funds for seed enterprises, start-ups, and s. Accordi td @bas,

Ramsay and Upadhyaya (2020), when the ECF % on@.en cana
AV X
The current study positions |\ the opln hat %udy can still be
conducted without waiting for the arket m 'ﬁ‘ds on the focus of the
\
study (investigating varlables) the F funded fmisqhat may influence their
performance. These |ncI ml e s y they used to improve

performance, such as% ncial mana m‘er@actlces employed, their social
4
bu

networks, ECF pI m selei mtelhgence adoption. From the

study on ECF-funded firms be conducted.

researcher's initi g se, rent SMEs funded with ECF and non-ECF-

funded is flE | innavation; ovﬁeé‘? in the investment firm, and use of ECF

platfor ire fundi 'Jnstea@f solely depending on the traditional funding

nstm Therefore, this st@(akes the initiative to study the ECF-funded firm's

pé*ance in Malaysia and provide empirical results in this field.
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3.3 CROWDFUNDING

The Statue of Liberty is most notably tied with the history of crowdfun
1885, the French government presented the statue to the United States @ent.
Money, on the other hand, is necessary to erect the statue. For this , the US
government requested contributions from its citizens. The campaigWas begun by

Joseph Pulitzer and his fundraising team, who successfully raisgd U 00,000 through

l

Y
3.3.1 Definition of Crowdfunding % J _\(—}
There are several definitions of crowdfugdi at% or l(sga similar

meaning. Crowdfunding is a small amoun& frorné\gge pool of

people. Crowdfunding is defined a collective of al a@“ﬂy involving an

individual, institution, non-profit or@'ﬁtion, or\npﬁ%y h@hconvinces the crowd

N,
or a group of individuals ifferent 'éduc ion b@ound, characters, and

experiences through a flexi N ca]. IS the vol y undertaking of a task that

always entails mutual % nd the ¢row r?ﬁtioib‘[es by bringing in work, money,
’ &
\‘SSQ olas &Go

knowledge, and e&%es (E % nzélez-Ladrén-De-Guevara, 2012).
It is also knowr&t of fi a&t’lng" (Brzozowska, 2013) or “collective

financing" (BI :
NN
% nding’ }lelps‘ﬁ&nce a project, business, personal loan, and other

purm;&Kirby & Worner, 2@ Belleflamme, Lambert and Schwienbacher (2014)

‘@le idea of crowdfunding from the crowdsourcing concept. They assert that it
ckmo

wledges many people's (crowd) ideas, comments, and suggestions for

newspaper advertisements (Pulitzer, 2013).

S w

ntrepreneurial development. In general, crowdfunding refers to collecting a small

amount of money from the crowd through the internet (Green et al., 2015).
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In simpler words, crowdfunding means collecting money from the crowd
online. Internet use has incorporated the skills and knowledge that leads to the s
of the crowdfunding. For the internet-savvy individuals, crowdfunding i@}tive.
The campaigns posted via social media and online applications sucﬂ';wstagram,
Facebook, WhatsApp, and others help the initiator to attract citizens Wte, provide
correct and fast information about the crowdfunding stages, and thevkinds of reward
they will get (Baeck & Collins, 2013; Bernardino et al., Y;c1ak et al., 2015,
2016). Freedman and Nutting (2015) uphold that the exiStence of OWa enables

"X
the collection of small money from many people, esp when/the pr jeftt@ncial

value. 4 .\T

The crowdfunding definition is a r\w;;) \baliza@':gnd internet
openness where a group of people sha@ces with
objectives, mission, and obligations%, 201&&
is possible under the crowdfun%lin ﬂ: ming &4@

the potential to overcome the fun gir ofentrep e@urial ventures. Additionally,
d th

it encourages entrepre% 0 beyo t'xﬂ)icebntrepreneur's standard approach
4

in doing business. rthermoi W fundi romotes new business ideas and

omr@ﬁy with the same

?nt p@reurial internalization
N

c

n, 2017). It further has

develop signifi @H and ge. | onstrates trust as a factor that increases
QK I &

public confi e‘@war &‘Mi er?‘ZOé_S).
Q’ NN
(Q ’ D)f <

3.3.&&5 of Crowdfundin@’

\Discussions on crowdfunding types focus on donation-based, rewards-based,

& ity-based, and peer-to-peer or P2P-based crowdfunding. However, it is doable to

ilor the crowdfunding based on the fundraisers' needs. The following subsections

3.3.2.1t0 3.3.2.4 discuss the types of crowdfunding.
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3.3.2.1 Donation-based crowdfunding
Historically, crowdfunding started with the donation model (Meyskens ?ﬂ'

2015; Mollick, 2014). The main aim of donation crowdfunding is to colqbn

Though sounding ordinary, what makes it different from the commonAy'on is the

ey.

interference of online mechanism (Kraus et al., 2016). Under this r@,’the donors
participate because of the social value that triggers their spirit t iwnd not material
returns. Thus, it is the reason why social enterprises are mi h the donation
model in which the core social value is most important r tha th.e\%@‘or return
(Kraus et al., 2016; Lehner, 2013). Hence, when the tis high i cikl‘\élsg;ut
g odek,is.ife do@ﬁ)n type.
er toé@ge with the

for @‘HI causes, events,

low in economic value, the most suitable cro

That is why most charities and non-profi

donation model. Besides, it has been p@help fun
or campaigns, and people tend to a@j(SwaMr, 0,@7

A variety of factors in%\he sﬁcc the @/\Iy launched campaign.
Among the factors that hﬂue cr
entrepreneur's minds%?r:rd&TPat It

4 F &

sustainability mir@o f()jlh? mmﬁu projects, natural life conservation,
and Mother Nalq{ tecti 'betteé(ance of succeeding in a crowdfunding
campaign. | cg@erst e V\‘/el eﬁg f society. As a result, the contribution model's

NN
successQe, may Serve fwak@ call for certain donors, who may then consider

that recognition woul Q/great. As a result, rewards-based crowdfunding

g

An entrepreneur with a

e as a new type of crowdsourcing. Thus, rewards-based crowdfunding is

6 tually developed as another type of crowdfunding.
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3.3.2.2 Rewards-based crowdfunding

The model entitles the participating donors to a reward that matcrw
donation they have made in the crowdfunding event. It can be a thanking mail,printed
name on a t-shirt, or the donor's name in the project acknowledgemenf* (Hemer,

2011). There is also pre-selling in which priority is given to the investor or early-bird

customers who contribute to the pre-production of the product iMch et al., 2014;

Mollick, 2014). The nature of the investment serves both ies,jthe ertrepreneur and

the investors, where the entrepreneur receives the mone his/her Mt the pre-
'YX

ither materjall orf i@erial

16)@ se @E reward

is to appreciate the investors' participati d 9?co e theé\x:) continue

participation in the project (Swart @ 2015). eve@%e entrepreneur's

sustainability orientation still pIaszimporta\bleTto r)@e the target funding
N,
success. According to Calic andéowsﬂ (2016)uthe preneur's sustainability

orientation and target fundi mss:r a pasitive i@act, as investors' motivation
e

order stage, and the investors have a chance to rece

rewards for the investments they make (Kraus

shifts from monetar to other forms ~cb'returns. Next is equity-based

crowdfunding. \:
O
inte@

0 obtain returns. T@bansion of donation-based crowdfunding becomes

crowdfunding is to help others without any

rewards-based crowdfunding. The reward can be in the form of t-shirts, mugs, books,

& ts, goodie bags, and as simple as the printed name in flyers. When the company

ey funded (via donation or reward) begins to grow, increase revenues, and attract

other investors, the former donors would wonder if they should receive some
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appreciation for the company's success. Unfortunately, donation and rewards-based
crowdfunding do not allow such an intention, and the company has no obliga?'m
fulfil the purpose. Thus, equity crowdfunding (ECF) comes into the pictur(’}
ECF is the most complex crowdfunding model. It enables the i s to have
ownership in the business, gain income when profitable, and share risks (Belleflamme
et al., 2010; Freedman & Nutting, 2015; Nunes et al., 202 M crowdfunding
allows young business ventures and commercial project mor,ey from social
virtue investors by transferring the company's ownershiptin, the farm'ef.s e‘s (Estrin
et al., 2018; Hagedorn & Pinkwart, 2016; Tuomi arisson, 2 ).IT@;ity

crowdfunding alternative financing emerges at tin@ re p@fc equity

ind@ﬁl investors are

relatively small, they have no pow Xercise \*di?ge c&'\fo minimize the risk,
N,

the platform as an intermediar% pla)r'its role to e(xf}%’?se due diligence before

marketing the entrepreneucr’s_ca aig' attract t@vestors' intention to invest
(Audretsch et al., 201 z ' 0'
4 $ &

It has been Wted trz\m cr(ﬁ.wnding in the UK has taken over
traditional fina % earky- usiré‘és (Estrin et al., 2018). It provides the

!

¢

entrepreneur \gm marketing Iae'e @ etting recognition. Interestingly, potential
NN

intersects with private equity that finances tw ess

startup business level. However, si t.He )hares 0

investor, %;tom‘b ana&e the entrepreneur's project campaign online.
Even, though investors are ne this type of financing, they enter the market with
p \nvestment knowledge (Baumgardner et al., 2017). Thus, they are aware of the
otential risks that are involved. Despite this, ECF is not always the entrepreneur's first
oice in securing funding. There are circumstances where unprofitable companies

with huge debts and highly intangible assets approach the ECF platform to improve
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their internal financing and debts volume. The companies are transferring the risk to

the crowd investors for their better performance (Walthoff-Borm et al., 2017). Yv

Therefore, it is vital to undergo a thorough due diligence process a@nize

the firms seeking funding via ECF. These processes will help di te clear
information, reduce asymmetrical information, and prepare essential palicy design that
abet crowd investors to understand the risks involved. This will lessen‘the risk because
the crowdfunded company may fail after receiving the cr mei (Ahlers et al.,
2015). Protecting the crowd investor is the main reason fer the h'ghWon of the

Ay
opean Alter at'vg{%’ance
1 re'p hat@ECF has

|egleiet 2019,)é\?~
(q &
N O
3.3.2.4 Peer-to-peer lending (debt d) crow g
Gy o)

P2P is debt-based crow: . Fuﬂders \Lance@money to an individual

ECF (Belleflamme et al., 2010). Despite that, the 4

Benchmarking Report of the Cambridge Univ

shown rapid growth in most countries in E

&
fundraiser or a company thi \ihoof T 0 run th@ness (Kraus et al., 2016). It
I

involves a group of p% ing their m r}e!/ a@ebts to entrepreneurial business
s &

ere, P2P bypasses banks and other

startups or small comfipanies ini

=
=
@

4/%

ttracts both borrower and lender where

_‘
<
%

financial institutions asran i
#

the borrowe %Iess inte
Vg

ead isred F (Beaulieu et al., 2015). The P2P gains its success stories

B

for jts_capability to overcome e%w development problems. The ranking of P2P has
N

borrower's
] xto second place after the rewards-based crowdfunding. Furthermore, the

& me of P2P for business lending in the UK for the last five years had reached
1,490m (Nesta, 2012). Table 3.1 summarizes the four main categories of
crowdfunding.
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Table 3.1: Main Types of Crowdfunding

Types of CF Description

Donation CF  Purely philanthrope without any expected future compensation he
backers. %

Reward CF An appreciation is given to the contributor for supportin product or
service developed

Lending An investment vehicle through which crowd investor ide loans to

(P2P) CF startups or small enterprises to support their ventures and will receive

some portion of shares in the ventures. This ty| rowd investing is
parallels with the venture capital industry. [

Sources: Kuti & Madarasz(2014), Wk (2013)
L ]
|
3.3.3 Crowdfunding Ecosystem
s b 3

The crowdfunding ecosystem involves t%e lea M ers; th@eator, the
4 Agaﬁet al., 2014;

ion Qﬂ practices in the
A

theeeosystem also differ. To

interest payment in exchange Xf
Equity CF Crowd investors are supporting startups or small e% and will receive
p

investor, and the platform (Aschenbeck- et

Brintje & Gajda, 2016). Each of thehh diﬁ@
crowdfunding ecosystem. As a re%,fi tar iaﬁ%
t

o
have a better understanding is\ 0 kNow@ng ecosystem as a whole
N
Wtify '¢ 0 he holders in the crowdfunding

unit. Thus, it is necessary h

N
ecosystem. This section examines thé (f]éo-qp that constitute the crowdfunding
ecosystem, their mionwecta@rom the system. The main actors are

NG

the entreprenee,’hesto , plat r}br ider, and legislation.
L N
’ <>
rs s

3.3.3. m provi

N &

\ hnology is the core element in crowdfunding. It enables interaction within
%system. The fact is that technology cannot perform by itself. Therefore, in

Owdfunding, the platform (website) provider plays an important role. Other than

connecting the people (i.e., entrepreneur and investors), it acts as an inspector by



conducting due diligence to ensure the validity of the creator in terms of its existence
and project proposal (Hamermesh & Tsoflias, 2013; Sigar, 2012). As a ma@g
platform, it promotes the project, and as a trustee, it collects the investors; |\knent
money and distributes it to the project creator (Ordanini et al., 2011). -\

The dynamic nature of technology evolves the platform's hisiness model.
Therefore, to ensure optimum income streaming, the pr vwmuld consider
upgrading its website and increasing its functions in the Xl;a't et al., 2013).
Often, technology is associated with displaying transpar . Unfi rt’]ﬁa@dunder the

o the infor i@w&@p\lg;ed
ca%eﬁ other\,mrds, the

its its L;ég;rency. The
website is where the deal is structured hgal obligati enf@d to heighten the

importance of the platform provider%we crow: \m%

p >

2012). % “ Q
\’d &
In ECF, the platform_pro erI e iddle%@' connects the entrepreneur
who is looking for ﬂ%zd the 'ﬁslwhb‘uave the money. In return, the
a

platform will char e platf(]r 4

raised. On the V\K;& pla

that creates, g@s, an en‘su
oz

for the% allr ders@aulieu et al., 2015). It also has continuously
WA g
isrupte

di traditional bankin@ financing sectors (Horvat et al., 2015). The

crowdfunding perspective, the transparent level is li

on the platform or disclosed during the crowd

information merely serves specific stakeholders,

3
ngi%bﬂween 3% - 10% out of the funds
iderc'éﬂe centre of the crowdfunding ecosystem

!
tn'e {fii'c?ency of the crowdfunding's overall process
NN

c nding platforms can cut costs related to communication, underwriting, and
ransaction costs un-avoided in traditional banking, thus attracting investors eyeing
w-costs portfolio (Baumgardner et al., 2017). However, empirically, the platform's

website is most visited by entrepreneurs rather than investors (Gedda et al., 2016).
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3.3.3.2 Founders

The literature has exposed the different terms used to reflect the f ;
Among those used include the issuer, entrepreneur, firm, owner, startup, €r and
borrower. A founder can be an individual or a group of people who aim*xecute a
particular project. The founder comes from different background and %Wences, from
he

qualified people to individuals without experience. However, t re two founder

criteria to be considered. Firstly, those with business profi ¥The [ounder of such

idea s agercution
Yy

stage. Secondly, those are directly involved in prod velopment ﬁis‘{@tion.

experiences can understand the business processes from

Such experiences help market and distribute t uc% , a @aer with

d!?t either one@:n, and may

have some experience in both parts) oaches the we pro QT to seek capital.

For that matter, the founder com@swith a\j&&s r %duct's proposal and
;\F"" y N,
introduces the idea via the provi%bsite’This ase is n as the crowdfunding

campaign (Beaulieu et al., ﬁ\. L \A
During the ca%, he introd

enough to attract proSpective inr

various experiences (i.e., excellent in both a% 00

on' o@ibrant and convincing ideas is

£

thisié:e, the prospective investor can access

uc

the informationglt is the fo pon@'ﬂyto ensure its transparency so that the

!
prospective is&@can ake eﬁ-i ff)?nedjudgment before investing (Beaulieu et

NN
al., 2015). An raisingfthe f Fing, a&owdfunding website is where the founder can
havg@c feedback for the @ct or ideas launched (Gerber et al., 2012; Helmer,

further encourages interaction between the founder and investors (Gerber et

d 012) and secure future financing (Dingman, 2013). However, in the case of equity-
a

sed crowdfunding, if the founder offers high equity to the crowd funders, this will
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less likely attract the potential backers to invest as it signals the quality of the founder's

g
O

The literature also highlights the terms used for crowdfundirWers (Wang

organization crowdfunded project (Vismara, 2016).
3.3.3.3 Backers or investors

et al., 2018; Kuppuswamy & Bayus, 2018; Bretschneider & eiMr, 2017). Other
than backers, they are also referred to as funders, investors, ez, crowd funders, and

contributors. They are also one of the crowdfunding eco m's ac‘?bqqéince they

e not merel f'lf‘iLﬁ%rthe
et% i ganvgﬁnion on

esids? t throu&ial media,

backers use their network to spread informatiop’on the proj (Be@ﬁino etal., 2020).

Therefore, their roles are more thar%the mo \y%p K kers from different
N,

0

demographic backgrounds wo%oac the ite (f}o ider depending on the

'@onsider worth funding and

crowdfunded project they es'I :
trustworthy (Hui et aI.,%Ehner, 13) I—}o‘ws@' this demographic aspect varies
d &
depending on Wh@dfurﬁ:?d\ S thgpproach. For example, high net-worth
int i

backers are mor. i -basee:%dwdfunding where they have ownership

ted '
in return (B(fss@et al. 20:1‘%" (j)
\
e

e several di sions% backers' motivation to crowdfund. One of them

e

isC the egoism or aItruis@e’havioral aspect of the crowd funders. In the egoism
p%&ive, an individual is motivated to contribute for his/her benefits, such as getting
eward

s and being recognized when involved in the project (Gerber et al., 2012; Haas

are the supporters of the crowdfunded project. Th

required capital but are responsible for testing t

whether the project is worthwhile to carr

o

t al., 2014). On the other hand, altruism explains one's act of self-satisfaction when

helping others (Andreoni, 1990; Burtch et al., 2013; Haas et al., 2014). Thus, in reality,
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the combination of both factors may likely influence the spirit to contribute, which will
in return, fulfil the extrinsic rewards (material satisfaction) and intrinsic r
(spiritual satisfaction) (Beaulieu et al., 2015). Putting aside the geographi@wity,
backers' and BAs' motivation to invest is similar (Hornuf & Schwienb 016).
Furthermore, different sorts of investors have distinct motivations, such as angel
investors, venture capitalists, and banks. These traditional Mick and select
which founders to support. Banks select the founders tha t'their [ive C's criteria

before the loan application is processed (Beaulieu, 19943%Beauli ,‘N%deaulieu et

3
the founder' cr’ar_&@‘ihe

er Q/ﬁﬁ his/her

al., 2015; Jankowicz & Hisrich, 1987). The five C'
capacity of the founder's organization, th

organization have to secure the application;

has for its operation, and the conditi\ Eea
2015). (,)
N,
Shark tank is a US-bas TVQrogr in th ited States that features

&

business founders proposin %usir[ eas to s@rd investment from a group
of venture capitalists % 2016). The '9‘"" illustrates the competition for VC
’ &
funding which is hi nmos@ ders ﬁ;uggleto convince their business ideas
in front of the panel. O 't fe ’%éiness plans are successfully funded via
¢
venture capi ws (Das Sant ef’al.éal; Lavinsky, 2011). VVC tends to participate
N
in managin firmgreceiving VC4und (Fried & Hisrich, 1995).
li dfundi 'n%gdh founders ind dently funding thei
ine crowdfunding, ad, shows founders independently funding their
N
@ies using ‘crowd' money. In other words, crowdfunding has substantially
d ged the traditional process of acquiring entrepreneurial funding (Beaulieu et al.,
015). The founder who has successfully raised money through crowdfunding has a

proven track record that shows his/her product or service has public demand. Venture
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capitalists may fund this kind of enterprise (Burns, 2013; Hsu, 2004). In circumstances
where the enterprise is a startup or at the growing stage and has no proven re
convince the traditional funder, or when the product is below the expectati@n or
angel, or when the project has less commercial value, conventionﬂl&gncing is
impossible. Hence, crowdfunding is the solution (Levin et aI.,Yl?; Macht &
Weatherston, 2014; Manchanda & Muralidharan, 2014). \)
g

l

3.3.3.4 The legal/ethics .\d‘

T
The uniqueness of crowdfunding is that f rs, backer ar'd@orm

dfundi paiggyrs taking

providers can be at different locations when

peﬂ\nits is global“interaction to

occur. Therefore, there is a need twa rules a gul@%\ to protect the
stakeholders under the crowdfun@ﬁcosyste\ it

N,
investment-based crowdfundinguy(i quit)ﬂbase nd d(eé@('-)oased) has attracted the
most attention than other ,&Em.m(:,v odels bee{&e most accredited backers
0 Y

place. The advancement in information t

D

ur review shows that

-

approach this model to% r example, tHetbA, equity-based crowdfunding is
4

’ &
governed by the @Acts Zi) rs eﬁJZOlS; Freedman & Nutting, 2015;
Levinetal., 20]&{ , 2022). ; UK(I-'§3’governed by the Financial Services and
¢

Market Acts :ﬁ@nbe -Flor: ge'et @%013), and in Malaysia, by the GRMS 34 of

NN
the CM% (Seguriti ?ommi&on Malaysia, 2016). The state’s law in the US

and jﬁng may govern crov@rfding (Gelfond & Foti, 2012). Also, the introduction
0 Xmer protection litigation, in case the founder fails to deliver as promised (Fan-
Ostiala et al., 2018), where earlier, VC corporations are responsible for handling most

f the ethical and legal related matters crowdfunding. However, the ethical issue is still

debated (Beaulieu et al., 2015).
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3.3.4 Crowdfunding Characteristics

The cross-border concept of crowdfunding is a new approach to generate

9

for business ventures, project execution, and benevolent projects (Schwar@), as
well as the possibility to penetrate the open market (Landscape, and the

implementation of innovative ideas (Beaulieu et al., 2015). At the same time, equity
e

and lending-based crowdfunding face economic and legal re iNs (Pazowski &
ig t

Czudec, 2014). The invention lies in crowdfunding, c he' entrepreneur's

perspective in introducing new products to the market. Iso ena usands of

23
innovative entrepreneurs to raise money, buiId@aren S, jbi&@%‘gjer
conversations with many prospective investors v@ ug% ill in\t‘&'process
of product development (Stanko & Henardwlt}. o\ &

The nobleness of crowdfundirN%with the

connection between the entrepr%s and \engal i;{ tors regardless of
N,
geographical location and cul%kgroﬂnd ( raweﬂ((c/é?al., 2011). The current

perspective of crowdfundi mb I roduced é@ established in the United
Kingdom, United Sta iz France, S edén,\bnada, New Zealand, Germany
4 F &
(Aschenbeck-Flowal., \2[):3111 Eurg,(BrUntje & Gajda, 2016). In fact, in
Europe, crowdw has an i@ébftant funding provider to unserved or
¢
underserved ms. In the year {Olé;me ECF market in Europe raised about one

NN
billion % e prajecti ‘also ir&ates the amount increase in 2020 (Biancone et

aI.,mA \C}’T

\rowdfunding IS growing and gaining momentum as more and more people

oIo@‘ﬁat facilitates the

@D

d—

earch for alternative financing through the internet, enabling them to reach people
round the globe. There are various types of crowdfunding. Other than ECF and P2P,

there are donation, rewards and hybrid-based crowdfunding that can fulfil the
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entrepreneur's requirement (Ahlers et al., 2015; Kraus et al., 2016; Marzban et al.,
2014; Rahman et al., 2016). Reward-based crowdfunding is the most commw
successful type, followed by donation, lending, and equity-based. Even so,{unti ay,
specific legislation on the donation and rewards-based crowdfundingﬂ*ls is still

absent. ?
Currently, only the ECF and P2P models are regulated. EN@ nature of the
ers. T

models and the need to protect the rights of investors or hrse include, for
example, Title 111 of the JOBs Act in the US (Ahlers et al
2015). The FCA of the UK, or its predecessor, t inancial Serv, e} &G&ority

(Aschenbeck-Florange et al., 2013), is the respeeti eg% to@itor and
@:n ing.

facilitate equity-based and lending-base in , Germany

enforces the German Retail Investor'@on Act. |

restricted in Canada (Mitra, ZO%da Jbens ] to% dited investors in 2013.
However, in late 2015, ESF\MS T a ilable%@r all investors in Canada
Alth

(GetSmarterAboutMo 020). Ligh \@‘alized in 2016, government

&

4
intervention is vit &sa eiﬁhe mveﬁy (Rémillard, 2017). However, the

existence of thaose regulatio 'rious&}&'fﬂuence the spirit of crowdfunding that

¢
is to lessen nd startups 'n&ﬁcieUJ oblems (Borello et al., 2015).
NN
& v <>

Yv
3.3.3@vation in the Crov@ﬁding Ecosystem

practise, crowdsourcing has shown to be a useful instrument for promoting
inancial inclusion (Muneeza et al., 2018). The existing crowdfunding literature reveals

e reasons why people participate in crowdfunding activities all across the world.

82



Among the participants are the issuer, investors, and platform provider. The reason in

the crowdfunding ecosystem is further explained in the sub-topics 3.3.5.1 to 3. fvv

3.3.5.1 Issuer (Entrepreneur or capital seeker)

Afuah and Tucci (2012) broadened the idea of crowdsourcin Wwdfundlng
involves mobilizing people to finance projects advertised by their supporters either on
a private page or on a specific website, known as a crowd mt rm. Financing
is provided by web users in exchange for some mon claims Erojected

‘@Eome

in d the traditional

jects b&pletmg the

pitaki (ﬁbusmess angels,

income, for economic benefits, or just for dona . Its’ supporte

-

suggestions and inputs for the project. Also, cr

funding practices concerning entrepreneur

funding provided by professional invewua as ventu
or equity providers (Giudici et al., % \*argbe
motivated towards crowdfundlr%/ear

oming more attracted and

sso@n, 2013). Table 3.2 lists
&

the factors which mothﬁ% at1 % to seek capital through
crowdfunding. [
4 ’ &
& @)
Table3 p of ||0wdf dlng rns & Motivation of Funders

-
Types of P IF of Return Motivation of Funder
Crowdfundi ntrmm onX & [
Donation onati’n )nti@i'e benefits Intrinsic  and  social
A motivation
ward intangible Combination on intrinsic,

purchase efits social motivation and
\c'j rewards
M Loan Repayment of loan plus Combination on intrinsic,

interest. Socially motivated social and financial

lending is interest free. motivation
ity Investment ROI in time if business Combination on intrinsic,
making profit. Rewards and social and financial

intangible  benefits also motivation
attract investors.

Source: Pazowski & Czudec (2014)
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Entrepreneurs tend to participate in crowdfunding because it is the fastest and
easiest way to generate public funds for their projects. Also, it enables the p?ﬂ
recognition to get the fastest products or services response, networks bu@@nore
freedom in terms of maintaining control over the project, and learn ne (Aprilia

& Wibowo, 2016; Gerber & Hui, 2013). These factors motivate the\éntrepreneur to

participate in crowdfunding fundraising (Pichler & Tezza, 20125

l

3.3.5.2 Supporters, investors or funders (capital give .\d
L ]

Harms (2007) exposes investors' motivation

e différen 1p@s of

rfo@ Ue, @inancial

siasm,betw e supporters

value, namely, emotional value, social value, q

value. However, Gerber and Hui (2013) e Si

and the creators and parents, family; hnds whi oU@%s funding of the

project. Supporters are willing to {Ht for t jpihg others. Some may
keep it because they want to cz% V\ﬂrds eﬁed mugs notebooks, CDs,
and t-shirts). Meanwhile, tr. }ﬁvat ﬁz @tlupate because confidence
is there. Listing down %&:ers Ime llh forms increases the supporters'

'3

trust. There are, of se, othe [ rely é&pport the cause that they like.
&
| §
3.35.3 PlatE s 4 O
mediarieg”

NN
e ediats% reflect the same primary purpose that is

Yv
conm\t& others. It refers to ing one party with another party. Howells (2006)

|$\®ted the mtermedlatlon innovation and found out that intermediation grew as

Q passed. Intermediaries diversify from focusing on particular specialization to
cquire new required skills and specialties, thus creating values and vitality within the

system. Intermediaries function not to merely connect parties but to also enhance them
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by promoting new opportunities and passion. Evaluating the impact of intermediary
innovation is challenging given its indirect and direct effects on the value c

business. However, the growth of the number and distance of perpetrators |®tem
denies the benefits they make to their customers and the whole inn system.
Nevertheless, the richness and success of intermediation in the o?'system can
create institutional inertia, which can cause problems in the s% nd longevity of

l

According to Haas, Blohm and Leimeister (2014),%itis rea anestigate
23

the system in the long run (Van der Meulen & Rip, 1998).

the crowdfunding platforms' potential as inte

iaries [sin r‘sa@‘ron
14@ t intgrj;fediaries'

crowdfunding platforms is still lacking. Haas

the emergence of crowdfunding pI sast Wes tj@\of declining support
from VC industries and privat PE QUnds ence,@&%’\ suggests that VCs and
PEs are abandoning the ear@ entfepreneuri &é\ as it is difficult to identify
sound startup projects ilda succes ;@tfbm)’hus they merely concentrate on
the existing and gr \%busm alrea

in the market ( dst 200&2}\
.’

336R% rowdfundi ‘Zg\

derstandlng the ris @corporated in crowdfunding is essential to avoid

ve profitable products and stability

theft, money laundering, and "failure by success" since there are decent and
e dent fund seekers and investors in the crowdfunding platform (Stack et al., 2017).
|tcheII (1992)'s argument on the decision to buy or not to buy is dependent on how

the consumers perceive risk when observing the crowdfunding players' reaction. This
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is because consumers tend to avoid making mistakes rather than just fulfil their buying
desire (Mitchell, 1999). The increase in risks diminish the customers' buying
(Forsythe & Shi, 2003). Often, information asymmetry is the reas@%h risk
occurrence, simply because the supplier has more information than th (Pavlou
& Gefen, 2004: Vismara, 2018). Y'
Therefore, perceived risk is determined as one factor i IM one's decision
\'y
ec

to invest in crowdfunding (Gierczak et al., 2014). n'crowdfunding,

Wuld assist
oy

i
predetermining the possible risks at pre-launch and during,th p
in planning and implementing the strategic risk progr r bothithe b#tg@orm

and the crowdfunded project. For instance, pri oa% atf% rovider,

cerns;,@;si~ go through
, an@QOduct or service's

the issuer must meet the prerequisites for p

the due diligence procedure to ensure omany's, fo
existence, capacity, and viability. (mj it wil Wth g@\wdfunding campaign
S

spectators to become investorsygi sin Qhe suecess rate-and investors' database

his study, it's important to

(Mollick, 2014). Because Q: isl e ntre%

understand the danger e with equit crbvvdbnding. The risks associated with
4 ’ &

ECF are discussed 'wopic :i \1\ %(_/

\ N
!
¢

3.3.6.1 Ris ﬁ@uity ased r&vc@jajing

NN

% les enhtre urs t feedback on their products, create their brand

nanﬁ&j build a loyal cust@“database. Customers can turn into investors when

thesentrepreneur convinces them. Ibrahim (2015) argues that knowledge in ECF gives

75

he¥entrepreneurs a broader picture of the ecosystem as it could provide asymmetrical
formation. Crowdfunding is not a "market for lemons™ that leads to potential risks.

Hence, investors become prudent in understanding and evaluating the entrepreneur's
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investment portfolio. It is a known fact that the ECF is highly risky and, at the same
time, provides high returns (Estrin et al., 2018). According to Stack et al. IV
platforms risk exposure includes business risks such as money laund \aud,

illiquidity, and dilution of shares. Therefore, governance interference IQNportance

in the operation of the platforms. ?

The OSC (2016) discloses that startups are highly prone t arious types of
§O%

risks. The main risk is the high risk of loss. OSC has report ’)f ECF startups
would fail. The voluntary information disclosed on the ite is imwif any, to
verify the available information is challenging in When' inv. oﬂs @' the
market, they expect to gain as many possible r nfortun he @jﬁy is that

for the startup to produce the promised inc is,doub %\Y*

As an ECF entrepreneur, und a; the potenti ris@t might distract
the investors' investment appetite is ded a@f;ge‘ @(2014) highlights the

N,

systemic risk issues (cross-Jurl I) Sﬂch pens((/ the platform is opened
to people of other nationaliti rti he fu to initiate the cross-border
complexities. The OS% urtherlsts E ible risks that will influence the
prospective investo sde\clsmn ‘ , as foI
ng &Hoss 'or ea age businesses are exposed to this type
of risk smce thls |nd uéingss ténd to fail;
& idityfrisk ';ked n&hvestment) most investors invest in a startup,
hopjgg&tt e business will K@énd be listed on the stock exchange. Unfortunately,

not happen;
. Lack of information: equity crowdfunding is not like the public-listed
ompany where the information is provided in detail and adequate for the prospect to

make decisions to invest. Information accessibility for equity crowdfunding is limited.
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According to Chen, Huang and Liu (2016), verifying the disclosed information is also

challenging; Yv
iv. No income: when the investor intends to gain income from th@}nent

made, the reality of a startup hardly paying a dividend is a risk to be ¢ ed;

v. Fewer protection (no approval and limited legal rights): tegal rights that
protect the investors in equity crowdfunding are not the same ts for securities
under stock exchange. The securities regulator does not r UItI crowdfunding
investments as the platform providers review them;

iv. No investment advice: the information t be limit td \&Iﬁaj info

provided on the platform provider's website. ga h tldgglstered
provider is important; o\ %T

vii. Potential for fraud: invest based 0 mf@%mon they gather
from the provider's and the entrepr 's portal; T

viii. Dilution risk: If the sue anot rmewsﬁ?re to make more capital,

40

the existing shareholder sh w dllT reduce v

l
2 -‘

In one angl ; CF plat r to drawbacks with their tendency in
disclosing i |nve rs ' of d olen) Internet application enables data
retrieval thr. s 01al etwor I{OVE\}/ , from another angle, disclosing investors’
inform as}t d ge. @ -profile investors' information can potentially

attr*&er investors to join in @trowdfunding event (Vismara, 2016). Also, the risk
ing may haunt the startup founders. Even though this type of risk is considered
ful for nascent businesses, some founders do not regard this as a threat (Hagedorn

Pmkwart 2016).
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As for ECF, investors filter the investment proposal based on market perception
and acknowledge the possibility of agency risks that might occur (Mamonov & r\wgv
2018). However, female investors appear to be less cooperative than male @%&s as
they have a low-risk appetite (Mohammadi & Shafi, 2018). Nevem&g, female
participation increases when the social networks are good (Hervé et&%lG). These

show that the equity-based crowdfunding ecosystem is prone Eowat many levels;

the entrepreneur or founder, platform, and investors. e diligence on the
entrepreneur will disclose their readiness to penetrate row uWarket and

warn the possible risk engagement (Agrawal et al., 20

@ T -
very fecent studly ‘@Vleoll
estors r thei&/mestment

tudie\sw ich sho@gr investors'
investment attract other investors to fo@ever, no ys, @discover that the

visible information online is prone Wipulaﬂo\? ,<\

At the platform level, Qrenc@to t FQ/ lations is to ensure the
see) 201 i

investors are protected (Ch M& r 5; dici, 2016). A further need

is to initiate the risk-r%

(Turan, 2015). O Qb&other esto ould benefit from knowledge on

investment, the% i ' arédpability (Freedman & Nutting, 2015),
3 ‘

project cam tails/(Herv etél.,@(j) ), and investment portfolio diversification

N
ting in Epwdf ng event. This will minimize the risks of the

inve;uﬁ Turan, 2015). Fi@&l shows the risks encountered by stakeholders

e equity crowdfunding process. Investors encounter the risk when the startup

and Vismara (2021) discover that more than 10

prior end. This finding contradicts that of previou

e ch tsbfeguard the ECF administration

S

>

before parti

is lTaunching the products or services on the platform. Meanwhile, the entrepreneur and

latform face risks during the pre-launch stage.
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A latform
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- R Entrepreneur
Launch )
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launch »
!
ource: Turan (2015)
- . X
Figure 3.1: Stakeholders’ Risks during EquitiaCrowdfunding oiessg}
Y
4

% &

\em malk‘é'ogs' fraud and

The Government is the central entity that can

protect both the entrepreneurs and the @ he v
inate

will substantially help reduce or eli he M

Figure 3.2 shows that the chanc? nainimizi fr@rom happening. The
Government imposes rules a@ti&and{% to be adhered to by the
crowdfunding actors. em) maiy re ic;io@ imitations and law will distort

in socl rspective.
7 <
C

ious risk mifigation techniques

ce\(World Bank, 2013).

)

the original aim of ¢
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NoRisk  Crowdfunding ~Government Efgw:ftjg din Background , Man C;/es‘;ors Mandate
Mitigator ~ Regulation Oversight Portals 9 Check isclo p Reporting

Ed':ation

Figure 3.2: Techniques to@Risks
0 4

Table 3.3 below outlines the inteew enac%e hat 2‘ S a protective
mechanism to mitigate the possibilityN ! 201@
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6

Table 3.3: Mechanism to Protect against Potential{gd

Type Risk Rationale Mitigation TactiA ’
Business Fraud The securities markets have examples of Need to have b round checks for the issuers.
fraud. Mandatory auditing, financial disclosures and business reviews.
Requiring%?nothing financing (prevents fraudsters from raising
money en gisappearing when donors ask difficult questions).
Restgieting or monitaring social media communication about
offerin W
Requiging all cro qfum}‘%ising to take place on portals that are
stered with'a natignal regulatory body that oversees securities.
Yevid' i toreducation to learn how fraud has been perpetrated
th % 0 tgﬁvestors can identify it in future.
\M nﬁat holding periods to prevent pump-and-dump schemes.
Failure Crowdfund investments offer no guarar@ Educ ir@%?tors about portfolio diversification as a means to
of return. &?t EUOSS of investment(s).
O TS
Anti- Using businesses as a cover for illw‘ eingreaps on amounts that may be raised in specific time periods.
money money transfers. -5 “cobling off period” between reaching the funding target and funds
laundering Y" I ltg@ér to allow for further diligence by investors and regulators.
Sector risk  Crowdfunding has had thg most'tractidn i’ “ /Build on small successes in areas like science and energy.
consumer products and %ﬁsionsl of ~>Raise small amounts of capital to show market interest and customer
popular brands or games. | & validation.
(,) . 7 & Consider leveraging the crowd for only a small part of the overall
Q_ \b capital raise to identify interest and de-risk the bigger investment.
N 4 s
Subsequent  Bringing on gﬁsﬁnd inveStors c@fe a Consider the use of a Special Purpose Vehicle (SPV) to group all
funding more compli investor table th(él may crowdfund investors into one voting group to ease communication
failure

deter subsg&ﬁ investors. and voice.

Offer to buy out crowdfund investors at subsequent rounds of
0 financing at the current price.




€6

Table 3.3 Cont.

N

4

Type Risk Rationale Mitigation TactiA ’
Investor Investor Crowdfunded stocks are not liquid, Investment limi r nonaccredited investors.
liquidity & businesses do fail and investor can lose their ~ Allowing f d vetting and crowd diligence to discuss the merits/
losses investments. risks of th ing in a public manner.
Promo eation of secondary markets after a 12-month holding
peri e e shares ay be traded based on supply and demand..
Entrepreneur Lack of Entrepreneurs do not always have all the edu tlon s about how to build a business.
issuer experience needed to build, run, and raise te ed c t| ms about how to raise money from the crowd
experience  capital for a business. mdr b\h h a plan once funded.
\6 e pa |pat|on of either a securities broker/dealer, an
ac tant
\‘:> S
Regulatory Regulatory bodies may resist or rejec he cal governments prior to offering crowdfund investing.
argument that crowdfunding is an ﬁ e local regulatory and policy constituents to build
appropriate and effective method ing frameworks.
financing early-stage companle
Industry Market Investor community might not an 1 \age the media to share success stories of businesses that have
rejection appetite for this new emerg 657 t cl ;j successful with crowdfunding investing and jobs that have been

Sveated
| % hare early financial engagement stories of investors who have
\ ' & backed crowdfunded companies and why.
(,) 7 & Offer crowdfund investments in tandem with more traditional
Q \}\b investments to act as an honest broker.

£ ! o
N \,V' Source: World Bank (2013)
A S

N
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3.3.7 Benefits of Equity Crowdfunding to the SME

An entrepreneur planning to start a business requires external help and s?ﬂn
on their potential services or products. Under the traditional funding pr c&, the
feedbacks would typically come from the business angels or commoﬂN venture
capitalist. However, the process would almost always generate negatmdbacks due
to thorough checking on the SME and entrepreneur. Therefo% dfunding is the

alternative because the "wisdom of the crowd" offers SM e cz]pltal providers,

which are at the same time potential consumers of produ r service dge etal.

2019; Gajda & Walton, 2013; Schwienbacher & La@ZOlO) I _\C—}

SMEs use crowdfunding to obtain fin surve t rket\&'t public
feedback, and market purposes (De &gz I.,\12; .@E::k, 2013).
m@nbs are created,

s@e availability of the

Crowdfunding capability boosts the op econo
showing better GDP performance ontrlbu \ﬁg

N
required capital in a faster and anr%r tha tmdltzz,ﬁa? financing (Goli¢, 2014;

Obiora & Csordas, 2017). Crow nd]v

organization from out it feren Thus, i't rs from venture capitalists and
4

angel investors who%ean pal’tIC'I \r& e or zatlons decision-making processes

(Valanciene & J%I iute; ' &

The %ssf tures Io‘rby r dfundlng is an advantage over other types
\
offlnan%

f ng allgws investors to penetrate businesses outside their
ntry (Belleflamme et%l’ 2013; Li & Zahra, 2012), and fulfil their own

4

ity's projects for prolonged economic development and sustainability
nciene & Jegeleviciute, 2013). In addition, crowdfunding is a sort of cost saver to
company Because the investors' participation indirectly increases the value of the

company, they help in creating the product and design from the feedback they provide
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to the company. Thus, this shortens the product development timeframe and
subsequently reduces the costs (Schwienbacher & Larralde, 2010). Crowdfund?!!
form of investment that accelerates advanced market research, mou@outh
promotion, and sales of the products before the mass production occu i¢, 2014).

It further increases networking, hence granting the SMEs essential |Rg‘|ble benefits

¥,

3.3.8 Crowdfunding Moral Hazard ‘\d
“Ax

(Brown et al., 2019).

Moral hazard is a circumstance in which one participate a'rl vent
with the knowledge that it will be sheltered fro k hklfe her @ bear the
cost. It occurs when both parties have i |nsu en forvwaﬂ bout nother (The

Economic Times. 2018).

Crowdfunding, however, ¢ ments&m‘al @preneurlal financing
N

that involves financial interm uch Qs ba s«ant@ure capitalists. It is an
innovative way to collect@tha olves a ﬁ@mng process. Subjected to
projects with positive r% tvalue]will 3‘ éele@d. At this point, the entrepreneur
is already able to k the p?t ma%é:fi, the profitability of the project in
advance, there \mcert I'Iﬁfi and thus, minimizing moral hazard or

risk while at a et| crea gécoc‘;n?lcvalue On the other hand, entrepreneurial

moral h a eateqs thi ?cepth(Strausz 2017).
refore the design 0};4he All-or-Nothing crowdfunding platform is to

p S|gn|f|cant safety measures and lessen moral hazard. It features the funding
Q t, and it is a highly in-demand products that achieve the funding target. If the
ntrepreneur cannot meet a minimum amount of the funding target, theoretically
speaking, the demand is enough to generate the income but not enough to overcome
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the agency costs related to the moral hazard under the crowdfunding umbrella. The
entrepreneur may then approach the venture capitalist for further funding ( A
2017). (,}

A study on Kickstarter, a rewards-based crowdfunding platforf,sshows that
social networks help mitigate disputes during the crowdfunding campaign, especially

in the time of economic uncertainty. Social networks favor fir Mroup of people
Itcut

over individual entrepreneurs since individual entreprene zry track record

are more prone to be involved in fraudulent actions t co prroup of
L

twork$ ( r| Zﬁ‘gnd

: T% ering\t‘gt'he rules
gocu* ethi purs@:g;nd finance

morality ehanced (Looft, 2014). In | ic finance, the ecti@ social relations

among people is an obligation to &gf\lmigh S }\"\Hence, fulfilling that

S

obligation can avoid moral ha agraﬁuy etzaly 2(23}. Therefore, to avoid the
— ﬂ%s?:

upcoming risks, the whole_cro funri e$ ould understand the risks
involved. z ' Q’
’ 4 ¢ &
The previ%kgtions iﬁse tions explained the alternative funding,
crowdfunding fkom definiti ypes(J systems, characteristics, motivational
¢
factors, ass S@risks benefits of Eé,F?and CF's effects on entrepreneurship. CF,
\
especia%§

has wide Qpene e opportunity for SMEs and start-ups to fulfil
hei ing gap through oQI?é platforms. Depending on the founder/manager

@y to seize the potential of ECF, which could bring in more than money into the
T

people. It symbolizes the relationship between soc
moral hazard in crowdfunding (Lin & Pursiane

and regulation, the moral hazard can be r

—+

Q he firm's human capital and intellectual capital need a strategy to embark on the
CF market. Besides the firm's human capital, prompt responses to changes and the

ability to implement the right strategy are associated with its performance (Pefia, 2002).

96



Strategy in business informs the stakeholder how the firm will accomplish its goals,
continue its operation in a competitive market (Teece, 2010), hence, increase tryﬂn
performance (Poister, 2010). (’}
The following sections discuss on financial management a ractices.
Often, most SMEs and small firms would only employ certain practicmneglect the
others. According to Wolmarans and Meintjes (2015), WCM, EAM,"RAR and FPC are
often practiced by the SMEs. However, WCM and FAM E:e(i than FAR and

FPC. They discover that previous studies on SMEs adoptten.on F PWout South

"X
tion and p ti{es_{#MP.
finanéia ger@)ractices

wib‘wh these Q@Xges are used.
ECF at one point resembles \ .c:onaepts of c ate @nce (Coakley &

Lazos, 2015), hence, maintaining a@ste prac \WW c ,@va good signal to the

crowd stakeholder. “« Q-
\ So
Yol IRV
3.3.9 Effects of Crow ing on Entrepr, nehrs@:)
’ 4 f &
Entrepreneur%m otrzm ed ag,developing countries show the same

Africa have similar findings signalling insufficient a

Further, these studies did not investigate specifi

trend in the entreprenéurial ha financing matters. The entrepreneurial

’ =
financial cycle; h features ed’an@ tup stages, requires the appropriate amount

%v N

of mon% rt (Burth } et al&016; Paschen, 2017). They tend to combine
trad@debts and the startl@équity such as families and friends (Ennico, 2002),
eylenders, credit cards, personal loans, angel investor and micro-financing (Calopa
6 ., 2014; Edelman et al., 2016; Khavul, 2010), bootstrapping (Waleczek et al., 2018;
e, 2017), peer-to-peer and other innovative financial products (Moenninghoff &

Wieandt, 2012) such as crowdfunding (Belleflamme et al., 2013). Undeniably,



financial capital is vital to all levels of entrepreneurial ventures, especially at the
nascent stage as it speeds up the formation process (Hechavarria et al., 2016). T

Robb and Robinson (2014) stated that startups depend heavily on thebt
as a source of capital. Thus, ensuring the credit market's liquidity for thé'éqatlon and
success of young startups is indeed vital. However, banks tend to imposé an abundance

a disadvantage, whilst startups backed by the VC and BA

of terms and conditions on startups that depend on external deht: henee putting them at
f oratlle performance

(Denis, 2004). ‘
Understanding the appropriate time for furth ital injecti mlth.&cey e of
nascent firms could be an added advantage as ffect elop,mgr't speed.
Therefore, it is crucial to ensure that the re ce re ure nd maéﬁxa according
to competitive advantage. Thus, it sh t he mteg ien of @r n capital, social

capital, and financial capital would |aII facihi %e §(e\fr[flrm and encourage
N

the creation of new firms (Slrm%tt, 2003). srdes% ing new businesses, the

emergence of new financi r rce ourages t qirm performance because it
facilitates capital av and c gﬁ 'g . The previous literature on
entrepreneurial fin shows ap ce of arch concerning venture capital and

angel financin n SO0 erg Qfﬁndlng sources such as crowdfunding

!
¢
(Bellavitis 17). 4 c.)
%ks, inhovati |n en&preneurlal financing is parallel with the vast

ent of entrepreneurs@ﬂ' hrough technology transfer, other countries could

r the financing approach used. For example, when micro-lending was well-
t

ed and successful in Africa, the concept was then adopted by America
reedman, 2000). Thus, the benefits of innovation, research, and development

promote growth and community enhancement by creating more suitable jobs,
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connecting more people, introducing potential ideas, and marketing good products and

services regardless of the demographic barriers (Swart & Milner, 2015). Yv
The development of internet technology and social media enable@tlve
financing to assign the platform provider as an intermediary to raise fu concept

is that everyone can invest even a minimal amount of money. The mow accumulated

from many people will provide a significant amount, especially for aproject with social

'ece tlenefits, not all
Fir san in a
@

sociated with the @Ers'

m& mdﬁroducts

blth@a approach
influence the entrepreneur-investor |onaip and t d éﬁenefit they will

receive (Green et al., 2015). c) T I<\
N

Social networks hel%prenajrs m((/ edded resources by

value (Meyskens & Bird, 2015; World Bank, 2013). D

entrepreneurs can match with crowdfunding finan

crowdfunding campaign commonly reveal informati

demography, social networks, company progre

(Ahlers et al., 2015; Vismara, 2016). T

>

disseminating information ¥ co attr g a broader group in the
society. Moreover, t}‘% atlonI mare 'tr@ble and convincing (Dunu &
Uzochukwu, 2015 ﬂ'h\e CI‘O\‘I pla portrays mechanism that could
influence the d Iop nto sven and financial decisions. An increase in
the number rms Isos wstom ncrease in the number of entrepreneurs seeking
financi ( ahe & Ma ~S

|aI networks depmt@e‘lements for trust, reciprocity, norms, and networks,

h e include human, physical, and financial capitals. The trust exists in the
Q ution and communities. Meanwhile, networks refer to the size of the networks,
ither formal or informal (Hunecke et al., 2017). Despite this, the size of a social
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network matter when it can contribute to the success of the funding campaign (Hekman
& Brussee, 2013), and in the end, the firm performance ((Di Pietro et al., 2020)Y~

The platform-intermediary approach begins to include e%\sed
crowdfunding and peer-to-peer lending that uses the power of sof'%edia for
entrepreneurial development by bridging the entrepreneur's fin&in.g gap and
providing investment opportunities for investors (Breedon, 2012; Bérnardino et al.,
2020). Salomon (2016) discloses that many venture capi n priv‘ite equities are
reluctant to invest in early-stage and startup business ven . Their W{i of‘r‘lzi;qh-

risk ventures to the low risks reflects the weakness ofitheir traditiona sihe@del,

which focuses on businesses already equip w d I@market

expansion. Therefore, one of the solutions&'%i} rov\ﬂfun Q. Cr@x.nding does

not merely reflect financial innovation: %antraditio

many facets that make it innovati r instanb_&\he%ol

crowdfunding and other landsc es ilﬂan exclusive @el (Nasrabadi, 2016).

nan@gmnovation, it has

t@'}ation between equity
N

Most of the studi \mhcenl the -implementation stage of
zin on

crowdfunding, for exaM tersic‘:

social capital with rowdfunr paig Q.wcess (Buttice et al., 2017; Colombo

et al., 2015; (‘Q et a\@,'KupéWamy & Bayus, 2018), crowdfunding

platform su Q?D)iu, 13; ilih%gg/ et al., 2015), and crowdfunded ventures'

successérg%iure,‘( ollick, 20@1\ Wasiuzzaman & Nurdin, 2019). However,
iy

empicical, studies on the 'aﬁ@owdfunding success are lacking. A recent study
ched in Spain measures the relationship between crowdfunding and employment
0

s & Gonzalez, 2016). There is huge opportunity to study the equity

rowdfunding impact on other factors such as business performance (Tiberius &

Hauptmeijer, 2021).
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3.4 FINANCIAL MANAGEMENT PRACTICES AND FIRM PERFORMANCE
Financial management is one of SMESs' most vital management skills be
concerns every aspect of the entrepreneurial venture (Watson, 2007). It @plan
and control the firm’s financial assets, minimizing the costs and maxi he profit
(Bloom & Boessenkool, 2002). Thus, it serves to explain why financialgmanagement is
the most crucial aspect and needs serious attention. Sound_finaneial management
practices could lessen the challenges encountered by S dK.kl et al., 2014).
Gitman (2000) states that financial management with Wecmons
precisely, the decision related to finance and inve t. It refle tlf I@nng,

directing, controlling, monitoring, and organizi thw‘\f iflancial resources
(Gitman, 2007; Weston & Brigham, 1996) 0\ é\‘r

Rajaram and O'Neill (2009) p thaDmanmal gen@%kllls are crucial

for SMEs growth, survival, and s ab|I| Tar lﬁ@Wn as the economic
N
0

booster in most countries in t T e contripution <§§3e by this sector is vast,
especially in increasing o f}wgur ea and urban labor force,
cherishing innovation intaini ?y dst ility of the overall economy
(Chung & Chuan g 6) Flnr nage practlces have become one of the
factors that infl nce e pe e of |rm, regardless of the private or public

l
sectors (Gyéi%l , 2 13 t d| have measured the performance of SMEs
in varl% S

a e dopted by SMEs. Fo@wﬁtance in Kenya dairy industries, Kamande (2015)

0 hose practices which include working capital policies, financial analysis,
ital

structure management, and fixed assets have strong influences on the firms’

One. of sthem | r m the perspective of financial management

erformance. He stresses that the sound analysis of the financial matter significantly

increases the firms’ performance. Further, Muneer, Ahmad and Ali (2017) statistically
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proved that accounting information, financial reporting, and working capital
management positively affect SMEs' performance in Pakistan.

Having excellent and insightful financial management practices al&.
to effectively overcome any financial difficulties that occur. The ompany
grows, the crunchier the financial problems it faces. Thus, a morey¢omprehensive
financial management is needed, and therefore, requires th ment of more

3.

practices (Erambo et al., 2016). Nevertheless, most com verI ok this matter

(McMahon, 2001). Profound financial management hel szeet its

ganization’ Mun.f{ty and

Si Ie thr rob t‘%?)ntrol of
financial mechanisms, for instance, financi tio

rqu;lt analysis,
and budgetary control (Paramasivan &\%a i

Many researchers examin flna % gﬁ}*practlces and their

objectives and goals, especially in improving

profitability or services and productivity. Thes

relationshipwithsmallﬁrms’p ce\z\ﬂrldw &(H(il‘(, hetal., 2014; Karadag,
2015; McMahon, 2001; P hi, 2006 va yakl ., 2016; Waweru & Ngugi,
2014; Yang et al. 201%8% al., QJ irl ', 2019). The typical components
of financial managément pral: d to rstand the relationship between
financial mana me and perf&%&fnce are working capital management

(Chung &cg 201 Hari etél 60 0; Rajaram & O'Neill, 2009; Wolmaran &

Melntje% Musah et ;018 %fa et al., 2014; Kamande, 2015; Erambo et al.,
Y-

201ﬂ&count|ng informatl{n}/system (Chung & Chuang, 2016; Hailu &

swarlu 2016; Ismail & King, 2014; Tamoradi, 2014; Musah et al., 2018;

aningdyah, 2019), financial planning and control (Eniola & Ektebang, 2014;
ailu & Venkarteswarlu, 2016; Harif et al., 2010; Wijewardena & de Zoysa, 2001),

and financial reporting and analysis (Chung & Chuang, 2016; Halabi et al., 2010; Harif
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et al., 2010; Kumar, 2007; McMahon, 2001; Randgy & Goel, 2003;Kamande, 2015;
Erambo et al., 2016; Musah et al., 2018). In examining these component&vﬁ
previous studies relate a positive relationship between financial manag@nd a
firm's profitability (Chung & Chuang, 2016; Hailu & Venkarteswarlu,

Musah, Gakpetor & Pomaa (2018) investigated 100 SMEs frmra, Ghana.
The study focused on four components of financial manageme tmes: information
system and financial reporting, working capital managem k

ss'et management

and capital budgeting, and capital structure management. datawe sed using
L

Yw
is. The|dep eﬁtﬁ\jables
an% s growth) as the
proxies of the firm’s performance. Thew ca

positively impacted the ROA and grox&) é
In Malaysia, Harif et al. (ZOWhlight S Wci m@agement components

that positively impact the perl% of ﬁ1e smal angQ dium enterprises in the
country. However, they di h&the] S Es@laysia focused on working
t

capital management, %

managing their fiIanOnlyla
nan

accounting as

!
¢
Governmenf i‘@ agerncies need fo seti?standard so that SMEs can follow and help

NN
erstan :beneﬁ@&of having and maintaining proper financial

the Pearson Correlation analysis and descriptive a

were return on assets (ROA) and growth (sale

=

=
o
o
5

=
o
=3
(©]
=}
=
9]

:
uigd%ﬁnancial analysis and management

t to %Consequently, they suggest that the

nt practices in thei@énizations. Furthermore, the ability of the firms to
r%’ e need to adapt financial management practices to changing circumstances
hen practice them are more likely to grow successfully, thereby improving their

&
erformance compared to the opposite group (McMahon, 2001).
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Wolmarans and Meintjes (2015) argue that previous studies investigate
different practices of the FMP, which means that there are no specific components:

their study, they investigated working capital management, financial a@} and

financial planning employed by the respondents. The findings fro research

showed that only 43% of the respondent firms employed the practices.%ey also found

that working capital and profitability management were reg dmnore important
' gy

than analyzing and planning, meaning that the practices tha relate to cash flow

and decision-making process are the priority over other tices. ‘\d
L

Yw
Akande (2011), Chung & Chuang (201®Vidyan ng [2®also
emphasize the importance for SMEs to havegskills “in accbunting if @Want to
a \ i

accomplish their business goals. These s ne(nﬂssa » ESpeci in the fast-
0

or Qr having a full
O

changing entrepreneurship environ dt, 20

spectrum of convincing financial@ﬂmati@a‘ t e@hm valuation to the
N
stakeholder. Eventually, this wi%e th@trust pote&é?funders (e.g., traditional
financial institutions or '%nve[t : hich% ease the future funding
acquisition process (DiPi tal.,zo 0). { 0’
’ 4 $ &

Carraher wAukT stud%ﬂﬁe use of financial statements in the

decisions making proeess.
K ¢ ' (?

information erves t@ impr el‘e@i ion-making process. The study investigated
the vari%&

evaluating financial statemer@?‘ he findings of the study revealed that founder

guect}%ét financial statements give essential

- \ - - - -
t inflefenc ‘g use o@?nanmal statements and founders' satisfaction in

ion in utilizing financial information in the decision-making process was
u ectly linked with the frequency of preparation and straightforwardly connected
ith performance. The results also revealed that whether the founder utilizes financial

decisions during the decision-making process was indirectly connected with education
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background and preparing the statements externally. It was further directly associated
with owner satisfaction in translating the information to financial statementY!
results should significantly help the founders of SMEs and the providers 0 s s to
SMEs to determine which factors influence the use of financial stateﬂ&and how
financial statements are included in the decision-making process. Y'
Selvanayaki, Sivakumar, Rohini and Mani (2016) study the of rice milling
firms in Tamil Nadu. They classify WCM as short-term pla yYTFrC as long-term
planning. Meanwhile, AIS and FAR as accounting pract The aut nd WCM
and FPC statistically significant on the ROE using th r analysis c‘)n@AIS

and FAR are insignificant.

Meanwhile, Kiiru et al. (2019) d i 'viden@;idity, and
investment decisions as the componem ;FDIP emplo y @a Airways. Only

financing decision shows a negati tIStICﬁJ%ﬂ ,{r\?d other variables are
N
statistically insignificant towarr%OA n <§°
j[ld%F{P% s, based on the previous

\9 st
stigati r‘l MP practices, namely working

Table 3.4 shows p%
researches, this study the in
Q' vl
capital managemen QKM) fi \akp annlgmd control (FPC), financial reporting

and analysis (FAR), acc for aﬁtfn system (AIS).

!
C) 2.9
e &
ble 3'%9%0 en&)f Financial Management Practices
L

4 =

Author(s) \q wCM FPC FRA AlS
ung & Chuang (2016) N N \
2 ola & Ektebang (2014) \

olmaran & Meintjes (2015) \ \ \

Hailu & Venkarteswarlu (2016) N \
Halabi et al. (2010) N
Harif et al. (2010) N N \

7 | Ismail & King (2014) \
8 | Kumar (2007) N
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Table 3.4 cont

9 | McMahon (2001) \
10 | Rajaram & O’Neill (2009) \ \ \
11 | Randgy & Goel (2003) \
12 | Tamoradi (2014)
13 | Widyaningdyah (2019) ‘U') \
14 | Wijewardena & de Zoysa (2001) \ M
15 | Musah et al. (2018) \ \ N
16 | Selvanayaki et al. (2016) \ \ \
WCM  working capital management AIS accounting informatien system
FRA  financial reporting and analysis FPC  financial plaMd control
W e: Self-illustration
3.5PREVIOUS LITERATURE ON FINANCIAL MWCTICES
@

IN SMEs AND FIRM PERFORMANCE 5
| &
? 4

Past studies on accounting informa stemk ial aq?a{/sis and
o _ Ny
reporting, financial planning and contr W worR‘ng capital agement are
% &

discussed in the subsections below. Th of the to on tl@irm's performance
lcb)wation szﬁg
. _ _ 0. - S _
Financial analysis and reportin ussedins -tﬁpl@z. Financial planning and
control are discussed in suv'g .5.1 king c management is clarified in
subtopic 3.5.4. %

3.5.1 Accounti@matl tim @puterized Accounting System)

-

is also discussed. The accountin

@ed in subtopic 3.5.1.

/oo

-

é‘
(/4%[/

¢
Mu@){ al. (2014, p 3{ d@ibes the accounting information system as
*,_sthe Set of'a tion @ates, principles, norms and evaluation rules of

an Aation by means of m&}c’h the economic-financial operations are processed
@ accounting technical instrumentations. The accounting information system
& tifies correlates, calculates, analyzes, registers, and provides all information
egarding transactions or events that took place in a management centre, given a certain

time period. This system allows identifying, analyzing, calculating, classifying,
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registering, and running back over events and transactions. The accounting information
system is influenced by the nature of the activity and its operations, by its size,

volume of processed data, and the management and external users' @tion

necessities". A

Moreover, computerized accounting enables smooth mqu(:;ent of other FMP
e

such as WCM, FAR, FPC, and other strategic financia n mert (Rajaram &
O'Neille, 2009; Wolmarans & Meintjes, 2015; Musah et 018) Theref ,‘itserves
as a valid reason to keep financial and accountin ords via t cdm@ized
approach (Chung & Chuang, 2016; Hailu & 5\/\% ; Ismailh & King,

otﬂler rds, t%\:gmputerized

system enables reporting efficiency %aiveness. iIit@‘the analysis and
reporting of financial statements cﬁ;jimely \Ngj i

N
decision-making in the firms ( et al., 201 mail:é?King, 2009; McMahon,

2001). N Q\QJ

Nandan (2010)% es tha]in b ‘i‘p(ess@tities, accounting information is

&
crucial. It can akf& firmf agingh.eir short-term financial difficulties,
especially in criﬂ{ ai ; casft‘éfﬁv, expenditure, and cost-accounting by
¢
providing iefwon 0 strengthén @‘o‘ratoring and control activities. As budgets
i

become%

ma nt action to directl@ﬁtribute to presenting timely, reliable, and factual

2014; Tamoradi, 2014; Widyaningdyah, % n

fore accurate, vital for

Sy

N
at all ?atiomrfevels, there is a significant need for financial
f XI information to assist management decision-making.
: Further, Aladejebi and Oladimeji (2019) opine that due to fast-changing
chnology in the entrepreneurial landscape, SMEs should use computerized
accounting systems that enable tracking the transactions faster and assist in preparing
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the financial report for decision making. Often, the failure to use AIS is connected to
founder-manager-related knowledge (Thottoli, 2020), firm size, industrwa,
perceived usefulness, ease of use, and cost (Jusoh et al., 2018). Nowaday@ can
afford to buy computerized software because it is cheaper than lous years
(Aladejebi & Oladimeji, 2019). When the firm's founders or managers lack the

necessary knowledge, some companies prefer to hire outsidq ex}ﬁg to assist them

(Widyaningdyah, 2019).

3.5.1.1 Impact of accounting information system o rfor el .\C}
A computerized system enables reporti i nc&‘d iver{%‘}'.~ Thus, it

facilitates the timely analysis and report

accurate. Financial reporting is essefitial f

performance (Hartono et al., 201 Mahon, TA ;@ by Swarnapali and
N

Rathnayaka (2016) demonstrat%ls cfl'd not;affect fdﬁ?performance. However,

Khan (2017) conducted a \k PrT
c

the performance i ed fi

performance. H@ t

He conclude %ISh Ips th

needs q@j expedi ‘ywe tra&brmation process.
-

pirically Salehi, R@‘hi and Mogadam (2010) studied the Accounting

o

influenced all performance measures.

aqagerj ake reliable decisions, addresses the clients'
N

I }a(ion System (AIS) influence in chosen firms in Iran. Five-point likert scale
urwey questionnaires were distributed to the financial manager of the respective firms.
ata from 498 respondents revealed that AIS directed to better financial statements and

reliable financial reporting.
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Grande, Estebanez, and Colomina (2011) investigated the link between small
businesses' use of Accounting Information Systems (AIS) in Spain. The f?@
revealed that companies who deploy AIS across their entire business make@\sﬁoflt
In terms of effectiveness, Onaolapo and Odetayo (2012) found that H‘;@osted the
firms' effectiveness significantly. Five construction enterprises in Ibamgeria, were
given questionnaires to see how accounting information syste M organisational

e

effectiveness. Nzomo (2013) came to the same conclusio yllooked into the

Kenyan car sector and found a statistically significant li etween business
L
N
SuCCess. | &
-
Ahmad and Alrjoub (2014) discovere countingsi rma@ systems

nce, Ié\‘bgnks should

strongly impacted managerial decisions m@@ db
constantly improve accounting infor Dtems beca f It@SItIVQ function in

5

the investment and decision- makln £sS. ,<\

N
In addition, Amanama.%lsonﬂand ledu 4'3;('516) and Aladejebi and

Oladimeji (2019) proved t C puf stem gﬁable good record keeping,
ce,
£

producing timely fina%e ort, h‘g
performance. Khar'Q‘\AsTg} sir (g.O) investigated the AIS on the Klang
Valley SMEs’ gerfo onnaé" to 205 SMEs were distributed. The

research fo EE&? firm that d’AIéJ d better performance as compared to firms
| e

reséarch Iso p&osed that SMEs should use AIS in their firms.

sifi d significantly improve SMEs

without
Tth ial because SMEs fa%'hval pressure from within the SME enterprises and

f larger firms. Up-to-date decisions would permit SMEs to enhance firm
Q rmance and continue to be competitive. The above studies have proved the
portance of AIS in improving the effectiveness and performance of various types of
organizations. AIS helps provide timely and reliable financial reports, facilitates
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transformation, control, and decision-making processes. Thus, this study aims to

investigate if AIS in ECF-funded firms positively impact its performance. Yv

3.5.2 Financial Analysis and Reporting A

Financial reporting and analysis of the firm would help goyern the firm's

activities and, thus, performance in the long run (Randgy & Goel;’%2003). Shahwan
teément

(2008) opines that the fundamental purpose of financi ' is to provide

addit'onWrms that

Ay
information is helpful if it explicates the economic ce y of the fin ia‘ s@ents
Y-

essential information for financial decision-making.

and is appropriate and sound to the stakeholder: \f NV
T

Wolmaran and Meintjes (2015) distkibut suru?y stionnées in Western
Cape, Africa, to explore the FMP used@ssful S he r@rchers employed
descriptive analysis to investigat link be %he E@P and firm success.
According to the report, inadequ%ﬂciaﬂnana men@ses were linked to 90%

of SMEs failures in Africa.i':\azanl ald co tingié@mation, according to Halabi
and Lussier (2014), i% the fir

'S's ::'e'ss@ers because both are essential
determinants thatlt?augel
FAR becomes fasterfsmor

¢
accounting Ef%Mc ahon,%OO{; I-@‘jﬁano etal., 2019; Rajaram & O'Neille, 2009).
b) $

4

&) '
3.5.&pact of financial rq@t’mg and analysis on firm performance

he firm's financial reporting and analysis would help govern the firm's

& ities and, thus, performance in the long run (Randgy & Goel, 2003). Unfortunately,
c

k of financial literacy among founders-managers in understanding the importance of

erfogote. Furthermore, the production of

an ﬁé‘&fre dependable with the computerised

providing helpful information about the financial position of firms causes many small
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and medium enterprises fail to provide financial reports, thus affecting their

performance (Halabi et al., 2010). T

Financial and accounting information is one of the firm's success d \ itis

a critical determinant that helps measure SMEs' performance. Thus, tA@/ernment

as the policymaker should encourage SMEs by providing tax inceWe's. It further

needs to furnish SMEs with the less prerequisite requiremen@nland Revenue
l

Department (Halabi & Lussier, 2014).

Wolmarans and Meintjes (2015) investigated ing agement
financial analysis and financial planning employed respondent: 1]he @lngs
from their research showed that only 43% sp ndént. figMs e%‘%'yed the

practices. They also found that workin w manil t (SY,é\ 100%) and

profitability management (64% - 1 re regar |mportant than
analyzing (53% - 60%) and plannlnaﬁyo 839 Wn "xpractlcesthatdlrectly
relate to cash flow and decisi g process eqprlgf.?\ed over other practices.
However, they also dISC hat h%m;;olo more financial practices
eventually perform be '

4 "4&/

Matuszyk a mkievr ) fog_mtegratlon reporting as the best tool

to interact withgthe Organizati akeh ?&fs The study was based on qualitative
ke 57

approaches. y Janalyzed |(ﬁsb ature on the topics and publications, and

conduc%tmpaﬁ e estlg&n The findings revealed that most of the

trad reporting techniqups\qkfe unable to penetrate the stakeholder expectations.

% the financial reporting were unable to portray the business information,

iated risks, the ongoing project, and investment information. Connecting FAR
ith AIS enable the integration of both the firm’s financial and non-financial

information and make the interaction with the stakeholders better.
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Sarapaivanich and Kotey (2006) conducted a study that used a quantitative
approach. Survey questionnaires were distributed to trading-based SMEs i
provinces in Thailand (Khon-kan, Bangkok and Chiang Mai). The study Qg}ully
collected 407 respondents. It hypothesized that quality financial infor ositively
influenced the ability to access external financing and, subseguently, firms'
performance. Their authors employed structural equation mod%n\(;q.@'EM) to analyze

the outcomes. They opined that the quality of financial“afo atitin significantly

influenced performance and founder-managers' perception,of their Wto obtain

itive effect of theif p&ﬁegt:on

impo@‘;ze~ of having
S théﬁances to access

external funds. The study further found a significant

on accessing funds and, subsequently, the firm
In short, all the above studies indirgctl

quality and valuable financial information, ’/hich inc

external fundings as future funding@;sessentia\pr'l_\ggv'

o S
for business growth and continuation: “« Q-
\ So
S

3.5.3 Financial Plann ontrol ' Q’
’ 4 $ &
Financial g and nirol. PC% e of the FMP that is important for

@
the success of w (Ray O'N@ 2009; Wolmarans & Meintjes, 2015).
%f

¢
FPC ensurei' h of the fir iﬁarEi:;Presources to meet the firm's objective. The

;-Q\bugh financial capital

N
inancidl pl Pg is of the contributors to the failure of most firms.

v

In trast, conducive fina od%‘-’planning helps improve the firm's growth and
p;\t_qxnce. It is due to the former exposing the firm to the high cost of capital and
X

ssive collateral requirement, making the firm unable to obtain the required

lack of sbu

formation and lessening market exposure. On the other hand, the latter enables the

founder-managers to create a trail that helps them monitor the firm's business plans. It
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permits real-time forecasting and consolidation for future expansion planning (Drolet
& LeBel, 2010; Eniola & Ektebang, 2014; McMahon & Holmes, 1991).

Planning in business becomes even more critical, especially whe Nith
uncertainty for the sake of company survival (Vanhuyse et al., 202T)*@ne of the
financial planning tools is budgetary control systems. BudgetaryWol aims to
estimate revenues and expenditures by creating a model of how the firm may
accomplish financially if certain plans or strategies are carr R(;wfchlll & Coster,
2001). Budgetary controls allow the founder-manager to"make plans utlng and
monitoring those plans, and it's essential to notify an ing problems haﬁ .@o be

rectified at once (Kiringai, 2002).

Before the year 2000, most of the research nduite us on&r’al planning
and control, and not many discuss |tsk ;IOahlp with

Theoretically, to accomplish the |ng, e a

mal@(f'ns' performance.

a,g\ ent must minimize

unforeseen events that might ta% flrnﬂ per rmanoQCRccordmg to Mengel and
Wouters (2015), most fman%l mI trol tion in the firms are related
to the founder-manage% tional back I‘Idsbaddltlon, some studies highlight

‘v 5 &
that their working rlencesla encge/adoption of financial planning and

control into the Irms:
performanc
N
ugh ’studleéa‘emonstrate that the application of sophisticated
finam&lannmg and contro@s’mall and new firms do not benefit from them, the
s%e how contradictory findings. Apparently, small and newly start-ups also benefit
financial planning and control activities. However, these practices' impact varies

Qm one firm to another depending on how the organizations exercise financial

planning and control. Financial planning and control enable the detection of variances
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and faster recovery action (Wijewardena et al., 2004). The micro-organization and
SMEs might not fully observe the financial planning and control at the beginninw
(Wolmarans & Meintjes, 2015). However, when the company ages, it star \ploy
comprehensive financial planning and control in its premise (Masurel it, 2000).
Planning is recognized as a vital driver for firm progress and improveWFernéndez-
Serrano & Romero, 2013). Block and MacMillan (1985) and Quinn%1979) opine that
previous literature had identified planning as the critical f kgn]ining the firm's
success. This is especially the case for start-up firms e pre imwzinni‘r%g is

essential for their success (Schulte, 2009). Moreo planning a‘v@lose

relationship with firm survival and performan?@ enzied : Firn@@%nerally
gs

prepare comprehensive plans and budgets,w ductiqé‘g;t, expense,
ud@%re significant to

anticipate the future in advance. &Sing wi Xisgin rmﬁn-nising risks, hence,
N
it

and budgeted income statements and ncesSheets. Th

improving profitability after of k and return<Consequently, preparing a

&

detailed financial plan or h?wil sitively i ce the firm's profitability

(Horngreen et al., 2006%

for firm performan &arif etil

Troise (2020 esti

it 2‘00®hence itis a prerequisite practice
&
nning}%ﬁ{/ards the ECF performance. In the ECF

!
¢
context, itis :g@l to displa on{in@planning activities because this could affect

NN
the decigfon-making prace Pf pots&al investors and limit information asymmetries

relamsthe development of th%cbmpany. In this way, entrepreneurs could persuade
N

a \br number of investors to invest more financial resources. Therefore, it is
easonable to argue that planning can be a success determinant of crowdfunding
ampaigns. The company's lack of planning activities and proactive actions can be seen

as a form of inactiveness (Lumpkin & Dess, 1996).
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3.5.3.1 Impact of financial planning and control on firm performance
The majority of earlier research focused on the impact of financial planni
control on the performance of large businesses. Overemphasizing financi ing
and control in start-up enterprises, according to the start-up theory, is p@&/ useless.
Wijewardena and De Zoysa (2001) and Mengel and Wouters (2015), we'other hand,
discovered the opposite. According to the study, financial plan in\aﬂJcontrol in small
:

and start-up businesses boosts sales income. The impac i ncifil planning and

control on return on investment (ROI) is, nevertheless, ar. ‘\d

@

Yw
ts launche n‘se.fq CF
toi\nﬂe i thejﬁpact of
riabl@%?ﬂfying the

entrepreneurship were product innovawi;ming, an ners@‘offered. Funding

size and investors’ size representedﬁsperfor \a}he

innovativeness (beta coefficie 2850, ﬁ-valu 10)

&

0.679, p-value 0.001), and gquit ffeE e coeffi-?;}\t -2.147, p-value 0.001) in
od

Model 1 (funding siz% hile,
s

innovativeness (b lﬁ\oefficii
coefficient 1.05% ue
value 0.05) G@

!
epicted _th pﬁn@&? and product innovativeness significantly
influen% perf

impacteththe ECF performance il Both models.
S

A study by Troise (2020) investigated 134

platforms in Italy. The objective of the stu

entrepreneurship on ECF performance.

k@hgs revealed product

N
nning (Beta coefficient

‘% '(in@tor size) encompassed product

.151,$-yalue 0.001), and planning (Beta

d owc%ﬁip offered (beta coefficient -2.518, p-

NN
n ‘m both@dels, whereas the ownership offered negatively

\n strategic management research, an entrepreneur's characteristics and skills

:'n ence the ability to realise the opportunities. Then, the recognised opportunities are
b

led in the strategic planning. The success in following the stipulated direction will

eventually influence the organisation's performance (Alharafsheh et al., 2021).
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According to Panahi et al. (2020), strategic planning sets priorities in achieving the

aimed goals by enhancing the resources and strengthening the organisation’s wm

capital. Kenno et al. (2021) opine the need to have a check and balance an@%k top

management teams to ensure strong enthusiasm in achieving the firm

3.5.4 Working Capital Management
Working capital represents the financial health of anyafi K(Sagrer, 2014). The

common definition for working capital refers to the cash available to Wm's daily

@

operations. It also refers to total investment in t

Yw
iFm's curren ss}ats@cash
y to me aily\o‘-}re'rational

thenTth and, v<gng capital

convertible assets that the firm can convert im
needs (Eljelly, 2004; Keown et al., 20
management (WCM) refers to maw he firm eralé%sh receipt and
disbursement (Lieberman & Waﬁs 2009).\1hgc quate finance theories,

N
working capital management is%l

als with the firm's short-
term financing managemen }m

a significant impact o% g value for }ﬁha@olders (Padachi, 2006; Shin &

Soenen, 1998; Stret: etal., \‘;L Mis@crucial to SMEs (Harif et al., 2010;

Rajaram & O'N@; %@f's & eg%ﬁtjes, 2015).

Mos g@s e pir‘;c ‘rnvét‘iaated the effect of WCM on the firm's
&

N
cia-Terue Marth&-Solano, 2007; Lyngstadaas & Berg, 2016; Pais

profitabiit
& 2015; Singh & Ku 2017; Ullah et al., 2018; Eton et al., 2021), and

liqui (Sagner, 2014). Since working capital directly affects the firm's daily

G tions, it is vital to balance its growth, profitability, and liquidity (Adekola et al.,
017; Eljelly, 2004; Singh & Kumar, 2017; Ullah et al., 2018). Liquidity is a

prerequisite to ensure the firm fulfils its daily operation obligations. However, a low
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level of liquidity shows that the firm has problems in paying its current liabilities. On
the other hand, excess liquidity leads to poor cash management (Van HOYQ
Wachowicz, 2000). Therefore, regular monitoring of the firm's working @5 evel
can determine the cash surplus and investment for more profit gene Hailu &
Venkateswarlu, 2016). Managing working capital would prevent unfiecessary cash
inflow and outflow (Singh & Kumar, 2017). This suggests the ffMess of working
capital management as it is essential for the longevit Yr.vi al of the firm

(Karaduman et al., 2010; Panda, 2012). ‘\d
L

Yw
According to Ukaegbu (2014), there are thre hods ih m gwg@king
is % d t@Tize their
aluiost Iong;@s\}inance for

operational needs. The second method e aggressive a ch.@er this approach,

capital. First is the conservative approach. Firm

short-term sources during persuasive situaﬁw

the firm maintains less cash, acc

drawback is that it promotes iIIi%(Va

the third method is the moderat: n the earlier approaches.

e appro i
The moderate % distinguish tﬁe@'rent assets into the fluctuating

4 $ &
current assets and ermaner N asse ort-term finance is responsible for

Wd i @rories. However, the

N
Wa icz, 2004). Meanwhile,

the fluctuating currentiasset:

o
@D
=

ancing is accountable for the permanent

current assefs%ever the kﬁg EaJp' al management policies employed depend
e ‘of

on the pat

| | X o

inv s could be dlfferert\(i;dm the food vendors. Manufacturing firms invest

h%\'bni n raw materials such as spare parts and components in making the finished
r

N
thesfi ‘gr exa@le, the way a manufacturing firm handles its

Q ucts for sales. Food vendors, on the other hand, depend on a considerable amount
f goods for resale. The former firms maintain several accounts receivables, and the

latter firms maintain few accounts receivables. The implication is that the low inventory
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level might show the inability to meet customer demand, while a high inventory level
could lead to additional handling and storage costs. Therefore, depending on th?ﬁ
nature, size and policies, the need to have efficient monitoring to keep t e\'lum
level of accounts receivables, account payable, and finished goods mveﬂ& are vital

for its growth, liquidity, and profitability.

4

Managing working capital indicates handling the firm ables accounts,
Cc (

Gracia-Teruel &

torieg ( , 2014).
e 21

According to Ukaegbu (2014), cash conversion cycle en widely i v}st d by

payable accounts (Kitonga, 2013), and cash conversio
Martinez-Solano, 2007; Ullah et al., 2018), and i
most researchers as a comprehensive measu flr@fflment

working capital. The use of cash conversio cle m th ught e traditional

’%

measure such as the quick ratio and E)atlo It h en @ ed as the most

influential performance measure in tln ho Wth fi ﬁi*manages its working
\

capital. The cash conversion c e nu ber yszgcﬂlrm takes to convert its
investment in inventory int sh he co ver3| R.Cycle is the number of days it
takes a firm to conver%ﬂ y to cash. T i ln ement involves three parts; the

’ &
erch& e, plus the number of days it collects

number of days i /@l mt\ciik
money from a debto sub(.:&( the number of days it has to pay off

creditors (EEi John on 2 1,@% s & Laughlin, 1980).

e, coptiqu !nom@g of this component is essential (Karaduman et

al., Afrlfa et al., 2014). A@érdmg to Petersen and Rajan (1997), an increase in

E\&y levels is related to increasing sales volume and lower transaction costs, thus
r

Q ing profitability. But a study of meta-analytical techniques conducted by Singh,
umar and Colombage (2017) on effective working capital management and

profitability confirmed the negative relationship between the two. Specifically, the
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effect of the cash conversion cycle has been negatively associated with firm
performance among the components of working capital management mentlonedYB!
extending the cash conversion cycle will reduce the firm's profits (D@}oos,
Nobanee & Abraham, 2015; Nobanee et al., 2011; Raheman & Nasr, A

In contrast, Padachi (2006), Sharma and Kumar (2011) and Q.z'ayed (2012)
determined that the cash conversion cycle positively affects fi M According to
Abuzayed (2012), a negative relationship is due to p %nrs maintaining
inefficient working capital management. The effects CM de become
worse when it involves small firms, often leading to fi ses and caus g’n&@llure
rates (Storey et al., 2016).

3.5.4.1 Impact of working capital o %fformanc é

The central purpose of Worl@japltal '\fb achieve an optimal
balance between working capu%agen%nt c ponené?(Glll 2011). Managing
working capital indicates d rm avallam} cash in hand and banks,
receivables accounts accou s s c@rsmn cycle (Gracia-Teruel &
Martinez-Solano, 2 UIIahe][ ), a%ﬁmentorles (Ukaegbu, 2014). Previous
studies emplrlc apltat*éa'nagement with the firm's profitability

z-So of Z@Lyngstadaas & Berg, 2016; Pais & Gama,

NN
,}Juah-&u 2018), and liquidity (Sagner, 2014). Hence,
firn]g@to equalize growth, tability, and liquidity (Singh & Kumar, 2017; Ullah

e \)18). Such is significant as it affects the creation of the firm's value (Padachi,

N
Liquidity, for instance, is a prerequisite in ensuring the firm's capability in

meeting its daily operation obligation. At the same time, profitability is to ensure the
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longevity and sustainability of the firm in the long run. The level of liquidity reflects
the health of the firm. The low level of liquidity means the firm has difficulties nv!g
its short-term obligations, such as paying current debts or creditors. How@}cess
cash shows the firm's poor cash management practice (Van Horne &%chowicz,
2000). A firm's competency in administrating its cash convers&c'ycle would
determine its efficient working capital. It quickly measures u inmiquidity ratios,
such as quick ratio and current ratio. The liquidity ra %;elmost effective
performance measure in evaluating how sound the firm ages i sW&apital.
Vural, Sékmen and Cetenak (2012) use pa ta analysi }x e 75

manufacturing firms listed on Istanbul Stock e. The'a exp@& WCM

components; the debtor collection period aw onvﬁrsio ycle i@;;e the gross

profit as a proxy of performance wh ortened the ¢ tion@ iod. Meanwhile,

leverage as a control variable shov@jignificﬁg iv a@‘ct on firm value and
gross profit. Meaning, the decr. in‘the IeQeI ofJevera \II increase profitability.
However, other WCM com e}bmea mﬁrg:in@nory holding period, creditor
payable period and op@h are ’nsig

Afrifa, Tauriﬁg@\ &Eﬁ' 014)% panel data to study the impact of
isted on g{’

WCM on 141 Es“that s Alternative Investment Market from

!

¢

2007-2014. %&ME wer atfgoci_z;a into small firms and medium firms. The
NN

findings{indi that® ‘,impa the performance of SMEs. However, WCM

app@o be more importan@he performance of the small firms than the medium

f \herefore, the government needs to address financial issues of between the two

d rently.
Wolmaran and Meintjes (2015) conducted an empirical study to determine the

adequacy and frequency of financial management procedures in successful SMEs in
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the Western Cape of South Africa. Financial management practises were linked to
financial management themes, and then to financial management skills, accorw'm
the research. Only 43% of those polled kept some routines, according tc@port.
Preparing the cash flow statement, variance analysis on actual andﬂ&cashﬂow
statements, statement of banks analysis, variance analysis bet\w. actual and
forecasted cash flow, and preparing creditors and debtors' lists wer practises used
by the respondent’s firm in terms of working capital. The XZS Iso discovered

that different SMEs had varied practises that they considered to e‘%@d\t to their

oy
businesses. Working capital practises, on the other include pr riﬁg @itors
and borrowers, as well as managing cash flow. 4 \Y

Therefore, the current study investi

ructs,@x(;ing having

cor@ payables, and
ECF- W q*uarforrnance.

¢ S

‘% “ &

&)

3.6 SOCIAL NETWORK \ l¥$
Zesthat

Social capital i merge ﬁon&)cial networks. Social networks
4 F &
can increase the Ie@aneur lﬁm fost%.me realization of opportunities and
resources. Sociw rks diversi 'tionéﬁes different types of social capital that
¢
would benefi g@)wtrep neur anl@‘;&, Saunders, 2007; Kwon & Arenius, 2010).
% NN
% pital A from‘cBNdfunding perspective indicates the substantial
Y.

connect between the size\ogfhe social media network with the success of the

f%}campaign (Mollick, 2014). Mollick distinguishes social networks into two

First, the internal social networks social that refers to social networks with the

a WCM system, maintaining opti

monitoring the cash conversion cyc&sthe

rowdfunding platform. Second, external social networks that refers to the creators'

developed social networks afar from the platforms.
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Fatoki (2011) emphasizes that persevering robust network connection with the
stakeholder can improve social capital. To ensure it works, the founder-manage
play their roles in strengthening their ties by participating in exhibition(%hars,
trade associations, and trade fairs. The founder-managers’ compete bles the
building of networks (Ozcan & Eisenhardt, 2009; Tamyez et al., 201 n top of that,
Fatoki and Oni (2014) contend that the domination of network OMns (i.e., social,
official, and business) lies in which phase the firm is in. At mp evel, the social

networks dominate official and business networks. ‘\d

'Y
cial nefwork tie$ c@g the
% | plqiga role in

providing resources by family members aw ain ho ar@fg the firm's

employees. Social networks have two@ gni@‘l\iimensions. The
structural dimension is represent@% theﬂ‘?;;:e‘eu SAS ial connections or
networking, for example, Faceb% Insta‘éram. antra@@c,fq\the cognitive dimension
is discovered from the nu \oh/or M @or during the crowdfunding
campaign as displayed%wﬁ:ﬂfor

m
P o b o &
performance. The’gtlgb,gr the nLi ocial \éedla followers and words used during
hi

On the other hand, business network dominat

establishment phase of business, even though

d[Bot aré ca@)le of influencing crowdfunding

the campaign, K ris 'dfungéﬁ/success rate and vice versa (Aprilia &
¢
Wibowo, 20 %rnar ino_et4al. éo&(;?ound that social media and word of mouth
N

via the % knowh .as OM-pfay an important role and significantly influence

th fundi t \/Y-

e unding success rate
S

%\n addition, Bian (2002) opines that established private firms have a better social
etwo

Q rk than government-linked firms. Refinery firms and firms with qualified CEOs
terms of rank and education also have a good level of social engagement. This series

becomes social capital for the firm, thus, affecting performance. Further, the
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interconnection between social capital and human skills provides a clearer

understanding of the construction of one's social capital towards the deciswm

technology application. The interaction between social capital netwo@ the

crowdfunding ecosystem considers the different components of capital,
including innovative behavior, empathy, and teamwork between the entrepreneurship
and crowdfunding platform (see Hunecke et al., 2017). \,

Meanwhile, Lin and Pursiainen (2018) argue that t melwork is crucial
in reducing moral hazards in crowdfunding-related b SSES. E\Wgh social

"X
that_highl dal_\@mrk
ttingfr m@erature,

networks tend to create trustworthy conduct, they

communities cannot deter the entrepreneur fro

network-related competency is referred to asithe f ndeﬁ? abitity to ne@& personally

(Jones et al., 2011). \ >

Network-related capabilitie MEs un\l-h%cr ;q'\léﬁ'nding umbrella need

N
further exploration, as the issu erneﬁ' wit ibifi
international due to interne }m

[ e po ity of the funding to go

g@[, services, or establishment.

|on[ er
Also, the social capital%w indicates a s bs{an@connection between the sizes of

4 2
the social media netWerk con@&e succé}/ the funding campaign (Bernardino

&

p O

TroiE:i ani and Jonges Of))el's, agreed that studies on networks involving
t

N
ECFs arg'sti s expl theirresearch, they investigated the social network using

v

nsions; structural, r@nal and cognitive. The structural dimension is more

@Bﬂtrepreneur-firm network (external network) such as social media followers.

et al., 2020; Mollick, 2014).

thre

: In the field of CF, previous studies have emphasized social capital in shaping
ird-party social network relationships (Giudici et al., 2013; Mollick, 2014; Zheng et

al., 2014) and family-friends (Kuppuswamy & Bayus, 2018; Ordanini et al., 2011)
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where these networks influence funding outcomes. Thrikawala (2011) argues that these
family-friend relationships significantly affect SMEs in identifying b?!s
opportunities. This is because, during the early stages, SMES receive suppo \nce,
and capital injections from these types of ties. This tie is concluded #Nlrst time
sponsor (Agrawal et al., 2015; Bygrave, 2004; Bygrave et al., 2003). Rdrther, Hekman
and Brussee (2013) explore 31,371 successful and unsuccessf Ims launching on
the Kickstarter platform. The authors opine that the socia %Zo the successful
initiators have many friends, but they have limited net s. It sho havmg a
small number of networks with various backgroun%ﬁqualltl S assi t'n@ects
campaign. Compared to the unsuccessful initiat: suaII en v%- ks. But,

these networks typically have similar attri t hax\e le mpac@fvg;vinning the

donors' attention. \ >
.\
A
S
3.6.1 Social Networks and Flr%wmaﬂce 43-

Kuppuswamy and us ZOI m |callé ine that early-stage SMEs

supported by private n% rm s:: ;# a‘nsxfj lese plans significantly influence

the success rate of &aQng @ undi ehner, 2013; Ordanini et al., 2011).

Furthermore, under inuestm cro dlng projects, network plays a positive
o

influence o ompanyss per m&n erefore, it is essential for one founder to

"
support% founder's ?NdeH%g project, as this can help their project in the
L 9

futu wever, as Surin and}clahab (2013) argued, family-friend networks and

% concentrations, even if they show a positive relationship, are not enough to
e

>

: nce firm performance. A study by Liao et al. (2015) also found a similar finding;
mily-friend and network concentration significantly influence the crowdfunding

campaign’s success, but it is not enough to affect the firm's performance.
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In their empirical study, Surin, Edward, Hussin & Ab Wahab (2016) concludes
that strategic business networks positively affect the firm's performance. FurthYﬂ'!
effect on performance increases when considering the business environw@ the
firm's human capital. The authors opine that regardless of the firm's esﬁ%ment, the
business network has its essential mission, being a nascent or establis irm.

Pratono (2018), in his study, extended a structural equ i(Nel to reveal the
multifaceted link connecting social networks and firm per QX.Hr introduced the
mediator variables consisting of trust element, capabili sellj an y to set a

L
Yw
d on rando atnpﬁa}The

price. A total of 380 SMEs in Indonesia were selecte

findings showed that the adoption of social mediasi

e administration p%‘ggs would

ceptwhe efirmé&glopedtrust

in their social networks. The social ne %h trust permitted t@?ms to set a price

and increase their selling capabilit(jsme, positi ?m aeting firm performance.
N

Regarding the impact of netwo%e fuﬂding 0Cess; yen (2020) used social
\m &
e\Th

e @Its empirically show that

capital networks as a m%ira g I %
networking significam% sed a firm's ‘c'dessbinformal funding and increase

not affect the betterment of the firm performance

’ &
enterprise investm Worturf \HQ ever{\gbjs study does not indicate that firms

with large netwarks camobtai an companies with small networks. The findings

!

¢

also show t %ork ique ss‘ﬁos{é\'/zly correlated with the firm's performance.
% N

i previous ies dq&?:t the importance of social networks capability

in providing more opportunit@doing businesses and the access to funding that are

i%\hﬂ for the firm growth and long-term performance. This study investigates the
im

ct of the social networks in ECF-funded firms in Malaysia in influencing their
erformance. Table 3.5 shows the related literature on social networks under ECF

topics.
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Table 3.5: Literature Reviews on Social Capital Networks in ECF

Author(s) Country / Platform Measurement Variable‘(')

Lietal. (2016) China: Dajiatou Updates (number/ fre ,
Video (dummy), W of Project
Introduction

Nevin et al. UK: Crowdcube Social media usage, appropriation

(2017) and selectivit

Block et al. Germany: Seedmatch, Updates p sthIatforms

(2018) Companisto i

Dorfleitner etal.  Germany: Seedmatch, Updat

(2018) Companisto

Hornuf and Germany: Seedmatch,
Schwienbacher Companisto, United
(2018) Equity, Innovestment

Kang et al. (2016) China: Angelcrunch, ulus-Pased and~
Zhongchou re

. ational shipytrust)

Kshetri (2018) Multiple platforms (D rust«(thin tanQ{ru‘st in online
worldwide (mos% transacti O
4
Brown, Mawson UK ECF Platﬁ% mdfﬂm@g phase (before
& Rowe (2019) E o e official eampaign launch);
active cro@nding phase
\ ijpglaunch to campaign
omp ); and post-

X |y

% nding phase (after
'c ign closure)

Vulkan et al. UK: g;drs o’-u./ s ial media contacts
(2016) ‘\ka PN Q
Troise et al. Italfan

ulti-dimensional social

~

(2020) network- description length, video
\ length

Ahlers et % 1 The share of non-executive

(2015) AQ directors on the venture’s board

Lukka% . JFig Facebook activity of the company

(201 (dummy = 1 for posts)

Vi (2016) The number of proponents’

\ LinkedIn connections prior to the
campaigns

I & Riding  Finland: Invesdor; Social network activity (number
0 17) Germany: Companisto;  of social network contacts)

Sweden: FundedByMe;

UK:Crowdcube
Gunther et al. Australia (Assob) The percentage of non-executive
(2018) Board members
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Table 3.5 cont

Vismara (2018) UK: Crowdcube The share of non-executive tea
members (on ventures’ boards)
Piva & Rossi- Italy: SiamoSoci Entrepreneurs’ LinkedIn
Lamastra (2018) connections 4
Polzin et al. Netherlands: National Relationship strength en”
(2018) Crowdfunding entrepreneurs and investors
Research
Herve et al. France: WiSeed Social networks and interactions
(2019) (with the founder her
investors)
% Tr ise et al. (2020)

3.7 ECF PLATFORM PROVIDER
While India invented the crowdfundl rm agtivity,Jthe CGQTCept has
spread worldwide (Lin & Chen, 2013). Lin hen d n\QO) a@g n two main

observations in the current literature r@he cro ng ﬁorm. Firstly, it is

neWw wventures and the fund
A

providers. Secondly, it has take i tfor ignificance in terms of

still searching for the best frame

the proposed projects too li

& _
succ@ul crowdfunding platform

‘_'

Kickstarter was establi he year;2009¢ The orm became the best space for
E ? ‘S 2
entrepreneurs to re aI their t ojectsé}fﬁl creative ideas. As a result, the

platform has ¢ h e at

f in 2(031 it was the most extensive platform used

L

by the e eur tgf d ng@dthe investor to fund project, respectively.

Kickstarter h co |nue

2 3, the crowdfundl arket raised more than USD five billion in the US.

I: increased to 188 per cent for the following year (Montini, 2014). A survey by
g

(2016) reported that the crowdfunding platform growth rate has achieved 457

Q cent from 2007 to 2012. The increase in the US crowdfunding market was promoted
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by the inability to penetrate the traditional banks, failure to get government funding
assistance, culture, and financial practice.

The platforms establish chances for start-ups and SMEs, in particul(r‘}ntain
money by bridging the entrepreneurs and investors. At the same time,'&maintain
the secrecy that ties them up (Mollick, 2014; Ordanini et al., 2011).W)Wdfunding
forms are different, the platforms' role also differs from eac OMhey shift from
non-pecuniary to pecuniary motives (Calic & Mosakowski hg. ‘

Lacan and Desmet (2017) demonstrate that p rm provider gtentially

_ 9y
ct launche ﬂwe@orm

S popufa i ight{&iet more

tesweolla ationg establishes
start-ups' funding opportunities (Greewal., 2013). é

Liao, Zhu and Liao (2015) cﬁpsthat re a\sh?) b t)@n the issuers and the

platforms providers creates i%socﬂl ne

determination and purpose of the ou1
lik

mutual actions of me%t t are
k4

(Huber, 2009). Hle{h:s(ZOM)l
ula

crowdfunding

!

¢

Acc gfg)) Zheng, Lifwé at@‘})u (2014), most platforms’ websites display
% N

the nurr% ckes i )‘estors@pporting the campaigns. Theoretically, another

L 9

fou ikes' and 'supports’ a{)@ér member's project could attract potential investors

t \ in the project too. It shows the need for others to support other people's future
rojects

attract the investor's willingness to participate in the
rather than the word-of-mouth attraction. The

campaigns (Moine & Papiasse, 2020), a

>

orks. s network shares the

6 in the group, showing closeness and trust.
Closeness and trustworthiness drive performance and social capital (Kang et

al., 2016; Kshetri, 2018; Moran, 2005; Rau, 2017). As a result, projects are believed to
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attract potential investors and increase the likelihood of being funded (Liao et al.,
2015). In addition, Skirnevskiy et al. (2017), Hervé et al. (2019) and Nitani et al.w
proved that internal social networks could promote creator-supporter relatign that
provide a competitive advantage in the future. This thus enables the cnﬁ&pf a loyal
supporter community for the issuer's future campaigns. This dedicatedyCF community
acts as a resource to the venture. These studies also argued the Mlity of internal
networks replacing external "family and friends" relatio T§:1‘rture campaign

success. A recent study by Nigama, Benetti and Jo (2020) gued that
®

digitalization and networking positively impac%
Unfortunately, conventional human capital si 0

»Qg' ffect the
funding access process. \,
3.7.1 ECF Platform and Campaig@sfcrman\T ,<\
':0"" y N
In the ECF, governm i vent%n towands <'zt‘h.,é'?crowdfunding platform

increases the herding eff oxe i or The@ernment provides standard

operation and enfon% latfor

Consequently, the,@ effeit
the investor's levgl of eenfi
K L4 { L&
Mea ey Fang an O‘ar‘@J 019) empirically reveal that platform
NN
informa% losur@s.on Pject at&ctiveness, for example, the value of the project,
Y.

the m team, the promote@é crowdfunding result, and project comments have

dis’clo@'information on the website.
or's risk exposure, hence increasing

rst et <<Q018; Jiang et al., 2018).

implication. In reality, potential investors are more concerned about quality

& mation disclosure and project comments. Meanwhile, the project comments are
g

nificant for all crowdfunding-related projects. However, social networks play
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important roles for financial-based crowdfunding in attracting more funders and
stimulating the herding effect.
Platforms with many investors subsequently attract other potenti@tors
(Jiang et al., 2018). Younkin and Kuppuswamy (2018) recommen&platform
providers reduce the bias effect on campaign success. According to msearch, the
African-America founder success rate in obtaining funding i Mthan the white
¥

founders. Amazingly, the success rate of the white found ounder's race and

the picture do not appear on the platform's site during fundi g“tsmd;n. When
L

ign, this Incr es‘th@zss

ogw ion @pectlves

another African-American founder supports their ca

rate as it reduces the bias. This moves from th

such as big data. Crowdfunding allows

retrieve the opportunities and mforma\a’]e platfor
ck h@‘eature Due to that, it

In contrast, the traditional fi I ecoﬁﬁ

enhances the platform compet onn&:ting ndrafg(?and funders (Wilson &
Testoni, 2014). A recen@ by l es AItu@nd Fernandes (2021) also
demonstrates that tech uch as fintech ad 'bbkcham can potentially upgrade
’ 4 ¢ &
the ECF platfor ose by ‘: \hg\ alue itigating the associate risks.
&

3.7.2 ImpaE:bF Pl tfor n‘: @erformance
% d Hefma 017 Silvestro and Lustrato (2014) argue that most

X A
s have focused on tlus}/ole of banks and financial institutions in assisting

~

he study also found that studies on the role of alternative fund providers in
Q ng SMEs obtain funds have not received adequate attention. The existence of
chnology, among the causes of the entrepreneurial financial environment, has

changed. This for instance includes the presence of online financial platforms.

/
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Hofmann and Belin (2011) and Mollick (2014) argue that online platforms have
provided additional options for SMEs to obtain financing. In addition, Yu
(2018) discovered that online platform providers could improve SME p@nce.
The researchers argued that using the services of online providﬁA@w reduce
information asymmetry, thus increasing the competitiveness of eachany. As a
results, SMEs tend to get more funds. However, to monitor the perfermance of firms
on an ongoing basis is very crucial. According to Gomm (2 mg{)e etal. (2005),
in essence, this performance is closely related to their aBility to aiwt'ite funds
and their ability to bear high financial costs. Many S specially e‘u&@rygng
to grow, face difficulties obtaining finance fro i na@ ions ast\hyi rely on
standard information systems. In contras\@ onﬁYe tform Yi~ders could

depend on the firm's operating infornwanelp SM tain@‘funds they need.
In addition, Buttice & Vismara (2@5also em@ gd g@ed to study an ECF
N

platform with limited attentio could playza wital in accelerating growth

So
and innovation. =

Therefore, bas%vzdiscusjon, i %tu@investigates the online financial

’ 4 ¢ &
provider from the ective ‘):\ON Mgaa. ECF platform is responsible for
bridging the funders thewi ' pozj%dcess, the issuers then could materialize
¢

the purpose o¢® funding, us,’inélgagating the relationship between the ECF

B
platform/a perfo of the ECF-funded firms would give insight on ECF

po{e‘u&\ Malaysia. \c}/‘r

6 USINESS INTELLIGENCE ADOPTION
In this dynamic world with countless challenges, many organizations that

struggle to achieve better financial performance turn to information technology for
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more precise decision-making and faster response. The current business settings are
distinguished based on economic dominance and global politics (Lenssen et aI.,W
Due to the fast-changing technology, firms face various challenges from ths@xity
of new emergent information, free-market trading, and competitiof&entration
among the players (Al-ma, 2013; Chi et al., 2009). These are \me business
environment is increasingly becoming more chaotic and for eMMEs to decide
from their routine (Cavalcante et al., 2011). Most of the ti m to innovation.
However, innovation in the business environment initi new p?)b;ﬂ{rﬂe‘s and, at
the same time, pressures firms' performance (StOdd%:l)_ ’ -\c}“r
Thus, the firm attempts to use various strategies at the mini costs to achieve
the stipulated goals, and it could be easier mrvﬂahchno,@x;tools. One
of these tools is business intelligence N%Defers to ansinfor (‘n system capable
of translating unprocessed data intﬁ%’ned in \aﬂ% Significantly, assist in

minimizing the information fail%e making the decisi

also known as environmental_scafnin r intell'@ce, competitive intelligence
(Bouthillier & Jin, Zogk;ati%jsyst m ‘(I\/@ 2018), and business analytics
(Ajah & Nweke, 20 QQ)me df \bas pr%@at combines culture, technologies,
policy, storing,@wg a \:}flaﬁ e collected data (Foley & Guillemette,

¢
2010). How h IS nat easy“to Jiffe_rjce'r?tiate between Bl and analytics as they are
% N
closely% Onlyftheir fhnicd&)ilities’ gap makes them unalike. Most of the
timegboth terms are combined@he reports (Sallam et al., 2014; Torres et al., 2018).

% ther hand, Davenport and Harris (2017) emphasize that business analytics is
nevof

Yk

Clark et al., 2007). It is

'y

&,

D

6 the components of business intelligence.
The application of business intelligence in the organization could overcome the

challenges and complexity of new information (Maffock et al., 2019). Business
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intelligence has become a strategic business tool in many organizations (Kappelman et
al., 2017), and continually becomes a substantial component for bettew
performance (Ransbotham & Kiron, 2017). Niu, Lu, Zhang, and Wu (2@35)
developed a business intelligence system known as FACET, "a conggdecision

support system developed based on situation retrieval model”. TheRound that the

system was capable of accelerating the firm's performance. The manager makes a wise
e;gen

decision using the information retrieved from busines 18 output, thus

ing. ucwieved by
A X
increasing situational awareness towards achievir@hetitive dv gQ, g@ially

2013).’ er, son and
LY Hguker

Bennett (2000) contend that technology gre\@ oesugot i ificaq@‘x}luence the

&

firm performance. O

Data is crucial in today's co@ser-drive\huigjn e,z‘Kl’.\People all across the
A N
world contribute massive amou%ta e\%ry d ,whi(bc@sinesses use to improve
x n

their products or services. %:;an tio]: busi intelligence BI to not only
put this massive data %4 ble format, l:'t'abbb analyse it and derive relevant

overcoming the drawbacks of ill-structured decision-

in the ambiguous business environment (Is1Ks

'3

&
business insights ikh Attzt \aL. 201gand to predict the behaviour of the
er deci

customer for b iSion: zati <4z’an not only evaluate past and present
¢

proprietary Q@t also esti te*ut{r‘g?)atterns and trends (Syadzali et al., 2020).
"
0

Many o ducts.ar essibléf’or a fee; nevertheless, many software customers

fﬂ@b i intelli e%o‘ljrt' ince they adequatel t their d d
pre usiness intelligence-selutions since they adequately meet their demands.
N

Iytics features are available in free Bl applications, for instance, Qlikview,

:Ta eau Public, Zoho Analytics and Power Bl. These Bl tools provide better business

sight (The SMB Guide, 2022).
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Users can use QlikView to construct complex data visualisation apps for guided
analytics. Power users, such as developers and business analysts, can desig
models and dashboards to share with end users, who can drill down and filte data
to gain more focused business insights. Tableau Public is an excellent dﬂ&for those
who wish to generate beautiful visual data representations without’ spending any
money. Its online gallery contains a large collection of publicl Mle ready-to-use
dashboards and data visualisations that were built and r by'a large online

community of data analysts and business intelligence afigionados. Wile, Zoho

Ly
alyse hist 'alla@rent

S % rds .@Freports.

Further, Power Bl is a business intelligenee,tool 'th ou to@;‘w. data from

practically any source. It looks and ila Excel b e i@ the same data
modelling engine. It's available in t@sud anﬁe%is ,@\d it's compatible with
m% 2

i0S, Android, and Windows vices. It is quallxzé?cessful as a self-service

analytics tool and as an %se r a Iytics%@ution because it is easily
embeddable within bu% tems. ' 0’

Analytics is a web-based analytics tool enables users

business statistics in order to detect and disp

Table 3.6 li me Ofl \:;f.l 'tioré@wilable in the literature. In general,
business intelliw fers \&rma@“technology system that can transform,
process, int &) afd @cr'\?pulate the raw data into useful information
to mak$e0i§'0 S. the‘%s@\éfinitions lead to the main purpose of getting

valuﬁhnformation that car@/communicated, creating knowledge, and help to

eg\heg r an emerging issue (Ajah & Nweke, 2019).
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Table 3.6: Definitions of Business Intelligence

Definition Author(s)

Set of expertise and mechanism to transform raw data into Kohtaméki & er
significant and productive information for organization competitive (2017):

growth and analysis purposes

technology to lead to the decision making for managers and end

Information system led application that integrates the process and Mvﬁm)
users

A combination of processes, policies, culture and technologiessfor
gathering, manipulating, storing and analyzing data collected,

Foley & Guillemette

order to communicate information, create knowledge, and
decision making” ‘\d
| V.
Seeks to answer questions such as what is happening no Ajah I,wel(e}‘
where, and also what business actions are needed ba prlor (2 ~\
experience Y*
Mo

“Source: f illustration

cS*

3.8.1 Business Intelligence and Fi Per r
Currently, with the profo chaﬁges h @ess environment, the
collaboration of business inte’?ggp e cou rowde a better solution to

many emergent challeres EA etal., 2017). |3 a@ in use in corporate and SMEs
Busi

(Guarda et al., 2013 e has me a corporate strategy to respond

to arising issues orga i

monitoring a@rol ling” acti

WarehOlg, ol cti |e g d%%on-making, and firm performance (Singh &

enI| al., 2011). Its main functions include

Ues, ﬁ'ragrating data from scarce resources, data

Singh Currently, it is usﬁaely as an evaluation tool (Dedi¢ & Stanier, 2017)

sees the decision-making process under an uncertain environment ((Is1K et al.,

Q 3). Also, it is used as a medium to grab emergent opportunities that arise from the

biguous surrounding (Guarda et al., 2013).
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Park, Fables, Parker and Nitse (2012), opine that business intelligence can unite
social networks from various geographical and demographical backgrounds. )
under the fluctuating economy, business intelligence could expedite the fir@nge
their organization formation instantly (Ali et al., 2017), and, thus, E&in better
performance (Maffock et al., 2019). However, most of the prekas’udies were

conducted based on a qualitative approach. \,

'aﬁar e that business
ignifi nthhefirm

performance. The reasons are the ability of these co nts to identi a‘rd .@e the
opportunities if the infrastructure, such as pro ag ment ech@ support
yd\re

Additionally, Torres, Sidorova and Jones (2018) em

intelligence and analytics act as detection mechanisms th

systems, are available in the organlzatlons t sfor of business

intelligence output into meaningful pw e can be |all®
Nevertheless, Osei- Bryson, and 304 lude that business

\
intelligence towards firm perfo ast WO | matron{:ﬁ IS positive statistically

40

significant if it can surpass |te he or atron. Meaning, any results
below show that busrn% gence Jas ngim b performance.

From the p ctlve oj perf nce Phan and Vogel (2010) claim
that most firm no ent d and customer-centric. As a result,

business in t n is opte Thg hn logy allows the company to look into more

prospe omew ti hrps 0 derto assure client happiness and loyalty, both
of WAare significant for h@fness success. As a result, business intelligence

customer relationship management systems, which are critical for achieving
& maintaining a competitive edge. Furthermore, business intelligence can reduce
ock volatility and minimize financial risk (Rubin & Rubin, 2013), hence, creating

firm value (Ramakrishnan et al., 2018).
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In addition, the effectiveness of business intelligence is shown to have partial
mediation towards firm's strategy, culture, process, and structure (Arefin et aI.,w
Not only that BI positively upgrades the data and information quality as its iates
data completeness, correctness, and consistency and become manifestﬂ%lity data
for decision making (Wieder & Ossimitz, 2015). Aydiner et al. (ZOIQREHgthened the
previous findings on the adoption of business analytic into th lee results show
that business analytic positively mediates the busin Y;s ' and the firm

performance. ‘\d
@

Yw
Loukis, Janssen and Mintchev (2019) sent g naires to (}E@r the

g service, .Tl@?]anaged
to collect 102 completed questionnaires. Theyres showied tadop@g:aas helped

Dutch companies that use the financial cloud-c

create more operational and innovatio nef'& to the fi dfi tcomes.

The empirical study condu@jy Cheng; gg ;d:bao (2020) integrates
N
xplo(l’ing t sineéantelligence between the

mediating and moderating vari

&
firm's agility towards the s hﬁ, o’ ng global {k results show that business
strs

intelligence significar% ihiiﬁi‘gés@ business internationalization.
&
Business intellige'@a m@ arc%ulture indifference affects the firm's
agility and interpalization. &
K ¢ ! (a(J
A diffe tudy by Zra téO@ so examines business intelligence as a third
% N

variable% dy concl f that&lrm that adopts business intelligence will have

reli ancial reporting. T e@data components such as "volume, velocity, variety
a%ﬁ&acity" will be improved, producing quality reports of firm financial and
cceunting. The finding shows that business intelligence has become the digital
conomy's main source that enables processing a huge volume of data and scrutinizing

the recorded monetary activities in real-time. It enhances the quality of the reports and
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strengthens decision-making for a large group of stakeholders. Salur and Kattar (2021)
also agree with Zragat. The authors opine that business intelligence enhances th i
process and reporting, leading to better decisions in an organization. In a(o%&itive
market, the firms have no choice but to ensure efficiency in planning lysis for
future development (Venkatesh & Namana, 2012).

Ab Rashid, Hasim and Zainal Abidin (2021) investigﬁh. les of Shariah-

based crowdfunding in Malaysia and the effect of tech dvawcement on the

SMEs. They used a random sampling approach and managed to get 2 acks from
L

SMEs in Selangor. The results show that Islamic-bas wdfunding_ has ﬁe ntial

in helping SMESs’ sustainability, especially with iat% f the téchnology

adoption. Nowadays, with the availability ou omthin . MEs@X;art-ups can

invest in business intelligence at a er ast, hence;™i

ro@its performance
(Nedunchezhian et al., 2012) a@,jecision \k&% 'PAysia Administrative
N

Modernisation and Managemem%ng Lﬂit( PU()ZgBm).

Hatta, Miskon and % (211 summari e@e previous studies’ findings
on Bl adoption and ar ependi
4 $ &
the adoption relativw/es ar' W ein ép:oiting external resources. Thus, the
&c |

research propose,the aecept ' int “éfwﬂEs in Malaysia. As a result, this study
¢

takes the initiative to investiga oﬁl I:Rects SMEs involved in ECF. The influence

NN
of usin% mediator Janalya@nd reporting, as well as financial planning and

con organisations with @mance, is then examined in this study.

N

6 IRM PERFORMANCE AS USED IN THE STUDY
The term ‘performance’ is widely discussed in the management field.

Commonly, performance is synonymous with effectiveness and efficiency (Corvellec,

go thé ﬁ@'alertness and going innovative,
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1994; Neely et al., 1995). Often, the performance dimension is linked with profitability,
growth, and going international (Robb & Watson, 2012; Zahra et al., 2000).?0
relates to value creation, employment creation, growth, competitiveness ival
continuity, cost reduction, and lean production (French Ministry of Inﬂ;% as cited
in Neely, 2007). Y'

On this point, Lebas and Euske (2002) argue that performanceydoes not refer to
a particular definition. It depends on which performance co me . In the context

of a business, the gain received from an investment reflegts the e‘?huldce. In the

@
rd to mea: derj@ance

iah@ : dbe@@ Hofer,

si(y‘ific e of @x:mance lies

simply within a decision-maker from i%a outside t mp@‘mat can associate
with the present strategic action to @s the fir \m«f\fe h@ement (Neely, 2007).
"m"' y N

Meanwhile, Leminen and d (ﬂ)lZ) rgue((/
measurement and growth s@ary f nding on pe of business venture.,
Table 3.7 detai ious meanings of rmance that firms use based on
4 ¢ &
.\Fhu , to gye a broader and comprehensive

. the é&émes have to be evaluated from both

!
¢
financial an %nan al pe e&v@igh concentration on financial information
% NN
statemeQe, ot provid mplﬂ&nsightinto the firm's performance.
A 5

N
e
\ Table 3.7: The Various Meanings of Performance

context of small firms, there is no single accepted s

(Keats & Bracker, 1988; Naman & Slevin, 1

1987). According to Lebas and Euske (2

small firms' growth

Lebas and Euske' erspecti.v

understanding of firmwperf

“Wieasurable by either a number or an expression that allows communication (e.g.,
performance in management is a multi-person concept)

To accomplish something with a specific intention (e.g., create value)
The result of an action (the value created, however measured)
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Table 3.7 cont

The ability to accomplish or the potential for creating a result (e.g., customer
satisfaction seen as a measure of the potential of the organization for futuresale

The comparison of a result with some benchmark or reference selected o
imposed — either internally or externally
A surprising result compared to expectations

Acting out, in psychology
Source: Leba ? Euske (2002)

Growth realization refers to the accumulative procewmch the firm's

representatives build their human capital abilities, lld co petency
(Penrose, 1995). According to Penrose (1995), firm growth r Iates o'the m@'ket
opportunity in the industrial environment. In pen g market jop unlt ; eflrm
must be able to exercise its entrepreneurial jud ent. \Cc::Q gto G@hal Hahn

and Moran (2001), firm growth, as per @% ideologysmeombi ﬁwganizational
abilities and entrepreneurial judgemerMatte deter S i'&@amic opportunity
that lies within the firm's valuabletgonst ct t ppgg.y ities.

The entrepreneur's h% ita alifies (Aég educational background,
experience, and mot%m?ﬁlay ;ssen roleghat positively reflect firm

performance. The more Knowledgeablg; ang,hlghly motivated the entrepreneurs

are, the better thei an@ ZOOZQ:)H’owever in crowdfunding, the investor

translates the t neur's ski ndlhlqi;gcdnfldence level on the project launched as

an excelle to participatejin t (edmpalgn (Piva & Rossi-Lamastra, 2018).
e et al"( 19)"emp1(n:ally tested UK's small firms' post-crowdfunding
ev t. findings show that“E(EF positively affects the growth opportunity of small
They used return on assets models, controlled firm matching models, and

Openmty score to confirm the findings. The results strongly supported the findings.

However, in terms of innovation, Eldridge et al.’s study (2019) disagrees with previous
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studies by Mollick and Robb (2016), Stanko and Henard (2016), and Paschen (2017),
which claim that crowdfunding spurs innovation. T

The following subsections discuss the financial and non-financial @%&ance
of the firms. Previous studies show that financial and non-financia%ures can
reduce agency cost (Ghosh & Wu, 2012). Meanwhile, Devi & KamyaWZ) measure
performance from two dimensions; the financial performanc an sales growth,
cash flow, return on assets and profitability, and non-finan Y(o.rnlance including

lifestyle, job security, and independence. Since this stu and non-

financial performance models, they are explained fur the fallowing ’u@ons

3.9.1 Financial Performance 0\ é\‘r

Performance evaluation is CI‘I(\ ior)nsurlng

achieve its objectives. Dependlng tisto %pl @performance can be

measured in a variety of wa n%;ameg for xampl@sess performance both
financially and non-finanmaiémda] ( and Sangster (2008) define
financial performance ifi

:n\yo'de@mne the efficiency of a firm in
4
using its assets in me is term to measure a firm's whole

financial streng 0 co e S|m|Iar firms in a similar industry. It

P

U sectors in total and foster competitiveness

co %y is on track to

% asically, measurements of financial performance have two perspectives, the
& tability and financial efficiency (Li & Wang, 2010). The profitability measures
lude net profit margin and return on sales, whereas financial efficiency refers to

return on investment and return on equity. Some literatures refer to financial
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performance as accounting-based measures (Ibrahim & Lloyd, 2011). However, it may
initiate accrual manipulation. In addition to these, Sam and Hoshino (2013) ass?n
financial management performance is described based on three asp c\sets
management, debt management, and profitability. Profitability is de(ﬁ%d by the
return on equity (ROE), and return on assets (ROA). Kharuddin, AW and Nasir
(2010) investigated the AIS impact on Klang Valley SMEs' firm performance. The
study used ROA as a proxy to measure financial perform me ealed that AIS

significantly affected SMEs performance. ‘\d
L

From the perspective of turnover, growth rate,

to turnover ratio can also measure financial p

S

studies measuring the firm's financial perf use? R (Alf et al., 2013;

Bharadwaj, 2000; Dedrick et al., 20 inichilli et al’; 0; @mdan & Ahmad,

2018; Musah et al., 2018), sales gro usa@&S rp@'m on sales (Ramadan

N
& Ahmad, 2018), market val i Afr#‘a et ak.

«201 nd the debt-equity and
liquidity ratios (Nthenge & '\et, 2(1 . urre% dy uses sales growth, ROA,

&
and ROE as proxies to%m orma‘rlu_j"' Q’
NQailo

S
3.9.1.1 Sales gr&th ap

@ (.'.ZI
Acc g fo Wiklund OO€) @ oy et al. (1992), the sales growth measure

is comw% d and wa eed by previous researchers as the best measure of firm
growdth. Theoretically, the incre\ ‘lzrjsales over time may reflect the ability of the firm
t \hre an increase in market demand, or rather, it may be due to improvements in
hewprocessing methods or the product quality (Delmar, 1997). Other than easily

ccessible, sales growth measure reflects both short- and long-term changes in the firm.

Typically, sales will increase before the firms are able to acquire additional resources
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such as employees and others (Flamholtz, 1986). However, the increase in sales is not
necessarily followed by the increase in the employment rates. Delmar (2006)
that the firms may select to find external resources to increase production, t)@;\j&ving
the high generality of sales growth as firm performance. A
N~
3.9.1.2 Return on assets (ROA) as a proxy for firm perfor aM
The second performance measure used in this st FR; return on assets

(ROA). It has been widely used in financial management research AWaI., 2013;
L

Bharadwaj, 2000; Dedrick et al., 2003; Kamande, ; Minichill e] @Olo,
Ramadan & Ahmad, 2018; Zahra & Covin, 1995; i, ZOQYT(itonga,

2013; Musah et al., 2018; Kiiru et al., 2019: . ~ROA i%‘:ﬁ:ancial ratio

that describes a company’s efficiency N

2005). The higher the ROA, the mo@% compa &s g@}Se the company earns
& S
N

more money for fewer investm q &Q
AN, ,}} A\
| 3]

3.9.1.3 Return on eq ) as

its@% assets (Gitman,

Return on equiw res 'ys Eréfrf with respect to the number of shares
¢
invested in g@w by, shreHol "

pany by CEDS It can be used by investors to investigate

NN
shareho% stmeh\Drﬂ]‘gs or@evaluate management's internal performance.

Ap measuring profit{.t}aﬂso measures the efficiency and effectiveness of

@h‘nent. Usually, ROE is calculated by dividing Net Income by Shareholders'
it

& y (Total Assets minus Total Liabilities). When ROE increases, it is a positive
dicator. ROE increases due to an increase in Net Income indicates positive growth in

ROE or return of profit per share (Alvi & lkram, 2015). However, a decrease in ROE
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usually poses a problem as the firm moves towards debt financing that can cause more
problems and can lead the organization towards liquidity. When the firms only T
financial assets in their balance sheet, the operational activities do not @ntly

impact the ROA and ROE (Deloof, 2003; Vural et al., 2012). A

3.9.2 Non-Financial Performance
In the perspective of new ventures, determining o;anc is even more
crucial (Robinson, 1999). Many researchers argue that th e mwthe most

suitable variables to measure new venture perform Anyadike- nfs .@Hart

(2018) argue that a firm's size, success, or fai a% ne p@rmance,

especially for new ventures. %\
Kaplan and Norton (1996) arg %a{) sing the ina@measure such as

that from a customer perspective r orman md g@lement the financial
ﬁ N
performance measures that are %m oriented ue(p%er-related performance

measures can be used to qu |\&Jsto cts ( maker & Lewis, 1999), and

differentiate worthy c% Noone[t al 2d03§3rustomer differentiation requires
4
i tlate

firms to identify th womerf mteract with them, and customize

their services. ro

her product differentiation, the firms can

concentrate s tegi cust eé \/(r_rcjg)add value and increase profitability. To
concent wer b ‘uable s&omers the firms need to use a customer-related
perfﬂﬁ ce approach to me@ assess, and manage performance. Subedi (2021)

0 \hat entrepreneurship scholars should use multidimensional scales to measure

d preneurial performance.
The inclusion of non-financial performance indicators would complement the

financial metrics as a performance measure (Mohd Harif et al., 2012). The non-
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financial indicators (customer performance) can communicate better information
through "information-sharing" to accomplish a firm's strategic planning that cawbe
explained by the conventional financial measures (Dossi & Patelli, 20@3 is
especially during uncertainty, as it helps lead to better firm perforﬂ* analysis
(Hoque, 2005). The non-financial measures have been regardedyas a separate

measurement system used in quality enhancement attemp tegic planning
,ce I|

(McNair et al., 1990). According to Cumby and Conrod ( itations of the

financial measurements in evaluating firm performance Wmand the
inclusion of non-financial measures. A study by erton and mﬁp&‘-@OOQ)
highlights those non-financial measures which he flnﬁ %mnanual
performance. o\
3.9.2.1 Customer performance as of flr n (;Q erformance

Thus, in the context o ren Qtudy ich n@thm the ECF business
environment, it is essential orthy*Cus mers can increase sales. As sales

>

f|r ne o‘ | t the customer factor to increase

can increase profits in % n

sales. Thus, flrms&to use (i cus &.strategles to increase sales and, thus,
pe

maintain their ¢ Ve a Ho : allgning strategy and business models

}
is critical in I val e for mf (Vela & Crossan, 2003).
kr

perfo meas& includes number of new customers, number

of gj&o new customers omer profitability, percentage of market share,
\c?b«

p ge of repeat customers, growth of existing customers, feedback from customer
Q ation surveys, customer retention, and customer satisfaction (Kasim & Minai,
009). Many previous studies have also measured performance using customer
satisfaction (Gupta & Zeithaml, 2006; Ittner & Larcker, 1998; Li & Wang, 2010; Prieto
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& Revilla, 2006). In their study, Obeng, Robson and Haugh (2014) also found the most
substantial relations between the customers and firm performance in Ghana. T

With increasing competitiveness, companies should prioritiz@mer
satisfaction to ensure firm profits both short-term and long-term. Ther is study
employs customer performance measures adopted from Kasim andw (2009) to

measure aspects of non-financial performance. In addition, sMnternal control

mechanism such as AIS in the organization has an impa ayfirm’s customer and

financial performance (Hariyati et al., 2019). .\d‘
Moreover, firms should abstain from focusin n I r@‘fing

performance by utilising financial performan res, sU profitability and

growth. It could probably be due to inadequw ty ial dat@g;veaknesses

and delays in financial information, tMEDXiW of u ati@lysis, the lack of

proper disclosure requirements %regula\gon e U‘éntly, the financial

N
performance measures only rg%prevﬂ)us erm&@ and do not reflect the
present and the forthcomin %ma[ “Inshort, @ only financial measures to
et’n nt.

determine the perform%

measures promote 'ntegrati?

firms. Indeed, coeuntingrsma
K :
p

suffic

o;ﬂpar@vely, non-financial performance
s

i uousgsland reputation of the owner and the
erfor@ée using non-financial measures depicts

!
ar’bib‘ﬁzns measured by profitability and growth.

more promlil
\
Thus, % thef’com enta@functions of the financial and non-financial

infoyp&n in providing pre@ and projecting future performances, firms should

i x these two performance measures to provide sound, meaningful and quality

3 rmance reports (Agbim, 2019).
In addition, nowadays, competitiveness is essential to survival in the global

business environment. Thus, as customers have the right to select their suppliers’
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worldwide, external competency has become as important as internal cost control.
Therefore, business strategies that focus on building relations and customer satisv
have been given priority over the existing cost-control regime. Thus, ther@}sing
demand for new measures to assess business performance fro external
perspective. Quality and customer satisfaction have been recognized'as new types of

variables in measuring firm performance. In short, the commgnmfor managerial

control need to be complemented by non-financial for r oni‘oring business

performance (Lind et al., 2000). ‘\d

Ay
rmancg (financial iﬁg\non-
is % efo%‘zﬁis study

aims to contribute and extend the ECF W ield by@jgloping and

proposing a conceptual framework forwzae e r@l (refer to Figure
3.4). (’) \T I
& S
Q-

o
\W &
3.10 THEORETICAL F()*ED Ior E SS&Y
al a

Theory helps i ndingia p icbla@ent, situation, or behavior. To
£
saich.Both

produce practical

Based on the literature, the determinants of

financial) defined in the literature will be appli

appropriate to agparti

)

long existe reé is no spe ic"theer)/ derived from the field of entrepreneurial

N
financir% rchess oft orrow&pular theories from other disciplines and adapt
them@dies of various entr p%rieurship (Zahra, 2007). According to Weick (1995),

t Shg is not simply a "selection, explanation, synthesis, and idealization” theory.

:t pends on how it is debated, looking from a new perspective and sharing new
sights.

147



Thus, choosing different theories can help us better understand the units of
analysis studied, such as organizations, individuals, and groups. Therefore, the Tﬂ
study selects an appropriate theory to help shape the overall structure of t@rch
This structure can support the researcher in providing a comprehens w of the
issue and data analysis (Grant & Osanloo, 2014). Y'

In the context of this study, the investigation concentrates on financial
management practices, specifically, accounting informatio Y.fl ancial analysis
and reporting, financial planning and control, and worki ital m‘z%eg#nt These
are the internal factors that influence the firm perform Whilst soci n}t\ﬁ@s and
ECF platform providers act as the external fact ff% rma.%?of ECF-

funded firms. In addition, this study also m| s the; mediation e@c«t of business

intelligence in influencing the relatlonwae mdepen and@ ndent variables.

However, this study only mvestlgat mfluenc |n J[’elligence on financial
analysis and reporting, flnanC| g anﬁ con «andeéaal networks.
Adopting the smaII or ryb {Brey, this study integrates the

, Théor )’G@Clal Capital Network, Financial
Iingga,practlcal and comprehensive models

SN, Eﬁ%énd PP) and BI as mediator towards the

Theory of Resour

%
R b

used to describe the effect of financial information and the networks’
Q iations that transmit signals to the stakeholders of the firms’ business environment.
urther, the current study develops its conceptual framework using Storey’s small firm

performance model as it is practical to the study of new emergent ECFs in Malaysia.

148



All of the theories adopted in this study are often used in social science research
to predict and understand the performance of a particular sample pop )

Furthermore, the discussion centrally focuses on the discourse, applicabilityy and

rationale for adopting the theories. A

3.11 RESOURCE-BASED VIEW OF THE FIRMS
This study examines firm performance and u gv :‘s the guiding

underpinning theory. Investment-based crowdfunding in"Malaysi is.hmédred anew

@

different costs or value to the performan

emphasize research-based theory whi resa

as a pool of resources and capable (Wing varl\w &s
benefit. According to the resou%d vieﬂl (se

organization determine its -S dir mpetitive @antage. The RBV interprets
[

firms as places with m rces (Ami
4 ¢ &
resources are classi %vamiﬁrfe, inim'é&ble, and non-substitutable (VRIN).
The VRIN resources nstité&d of five forms of capital; human capital,
¢

!
manufacture pital, financi c{pite!‘,:gocial capital, and natural capital. When
"
|

classifi%

in fi resources and cap@es influences the performance of the firm, the

rtan@ an organization

@urces for the greater

N
enrose;.1959), the resources in an

N, these capitals he\% higher chances of performance. The variation
c itive advantages, and sustainability (Barney, 1991). However, Bowman and

d rosini (2000) argue what has been defined as valuable resources. They added that
a

theory of value generation is set out which concludes that the source of value and
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hence profits (as the proportion of value captured by the firm) is the combination and

deployment of labor with other resources” (p.1). T
Accomplishing competitive advantage and boosting firm performa@ not
require the use of the entire class of resources. The RBV approach a that the

distribution of strategic resources across an organization is hetemous (Fahy,
2000). Thus, under this theory, resources and capabilities are vital forthe organization's
performance (Barney, 2001). Porter (1985) talked ab egurc creation and

utilization, revealing that external forces strategically in ce th fwe factors

@

keholders, _the bu@‘gnd
W% gani@zans need

ed res@fge; (tangible)
and knowledge-based (intangible) res&)he acquisiti of@h resources has a

significant influence on the organr aI er o e

include competition concentration (intensity), othe

sellers, and structural change due to market, a

inputs to operate. The inputs can be in the

@Ily in generating the

S
firm's competitive advantage. <3-
However, environ al ang[%gﬂ this relationship (Miller &

Shamsie, 1996). In the% re the stabili ‘BEr nd predictability are known, the
property-based is favered. In C‘O nder rtarnty, even if the same firms are
used as models, e reso are the best (Barney, 1986). However,

it also reveé!i e fragili of p&ty@ ed resources when industry changes occur,

tionjs.ne ‘gto pr&\ct the firm. However, that action is beyond their

reag j@ ney, 1986; Heil et a\(,"gggl)

he acquisition of the resource involves two aspects; capability and outcomes.
Q urce acquisition capability refers to the ability of the firm to obtain all types of
sources, tangible and intangible, within the organization or the environment.

Meanwhile, resource acquisition outcome highlights the organization's resources for its

thus, Ie
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long-term performance and maintain competitiveness. The RBV helps organizations
realize their strategic resources for optimum output (Zhang et al., 2010). Tﬂ
capital, structural capital, and relational capital are a firm's intangible as@man
capital refers to human resource factors such as the attitude, skills, t owledge,
competencies, and innovation of the support staff. Y'

On the other hand, structural capital refers to the process of gaining knowledge
and the learning curve of the organization from time to tim mlfapital, as such,

refers to the organization's formal and informal socia raction Wi external

ax
stakeholders and their opinion towards the organ@n reality, all f’th&@itals
? 4

are interdependent. T \ \Y
m .

However, human capital acts as thew euﬁ in develop ructural and

relational capital. Previous studies de ;raza p b@‘en human capital

efficiency and numerous types of fi@'justaina\mm g@rmance, competitive
E y N

advantage, value creation, and figm? icien%y(K g 2007;-Barney, 1991; Mertins &

,_..
=
@
=
®
=

Orth, 2011; O'Donnell et }QG).

innovation directly. I% | capital i
s

in%@tual capital does not foster

ac&s@wledge acquisition, then only

£ &

impacts innovative (Obeiizt::;, 17).
The ent@rshi chun@e’r (1934), explained the five ways that
¢ I (.)
enable vaIui ation; the or iZation's orientation, marketing channels, available
\
resources, chngl d, anc&‘ne most crucial product or service that fulfil
cus ' satisfaction. Value c%a'tion is a manifestation of companies' performance
N

cEMver a specific time frame (Lebas & Euske, 2002). It depends on the ability of
hescompanies to utilize these resources to create value (Fischer & Sojer, 2015).

evertheless, the process of value creation must consider sustainable cash flows. As a
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result, there is a need to have an assets selection procedure to choose which assets
improve the firm's value (Eniola & Ektebang, 2014). T

Under the resource-based concept, the firm's value determine{%\rm's
profitability (Makadok & Coff, 2002). That shows the importance oFﬂ&guishing
between the values created and the value captured (Becker & GerhW%; Hsu &
Ziedonis, 2013). However, according to Fisher and Sojer (2015),"walue creation is
similar to value capture. They conducted a quantitativ Y:n '108 Greentech
industry firms in Germany, and the finding revealed that S Co dwgcentrate
on value creation or value capture to achieve com ive advanta Fprz@hore,
maintaining a competitive edge depends on m - m% ipess, U@Gbility to
grow internally, and awareness of replicatiw\by ppow\ent : ence.@ig;ssential to

monitor decision-making, organizam i,)nd tech

especially when it involves technc@m)that %‘an es. | ilure to do so will
N

decrease the competitive advan%ece e? al., ). 4?;.')

Through entrepreneurial iIitI, e argan n can select the strategic
resources and coordin%? to create fr s‘h 'ne«.b)pportunities. It shows that the

ica@ﬁoption closely,

’ &
opinion of RBV Km\:\eneurstfl ' IIelgblthe principles of RBV (Akingbola,
2013). Akingbo% ) e i 'that {iééntrepreneurship process involves three

¢
C) 2 9
Q- &
Ql, to rgcagni ?the a@able opportunities.

L 9
AAbility to acquire s@t resources to develop the opportunities.

) Ability to transform similar (homogeneous) inputs into various

& rogeneous) outputs.

stages:
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While Senyard et al. (2011) link the RBV and the theory of bricolage, the
former goal is to maintain competitive advantage. The latter involves manip
resources, internal and external. Also, when uncertainty occurs, the bri(%\pirit
comes up with unplanned action (Baker & Nelson, 2005). A stu@&Runyan,
Huddleston and Swinney (2007) broadens the RBV concepts. It focm small firm
performance. Eisenhardt (2013) argues that new firms and sr%ws pOsSsess more

opportunities to structure their firms than well-established iserlhardt, 2013).

Meanwhile, Grant (1991) studied the RBV an ed t Wes of the

resources with strategy formulation, competitiveness profitabili e’er.l'@tion.

ru% ssur@~ external
re deplg'rant's idea.

He formulated a five-stage process for strate

circumstances creates the opportunities and, ri

Finally, there are recent studies that e\% business Iige@gnotion into RBV

standpoint. The studies examine th@ology c 'wie @eﬁectiveness towards
N

Ikm's @rmance (Ramakrishnan

of e@hologies to the firm strategy

e connected to Grant’s idea.
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Identify and select the 4\
strategy which best exploits _j

its resources and —— Strategy Y.
capabilities. Must reflects
the external opportunities. [ & \
T Identify the resources 5
Analyze its competitive 3 gaps that need to be
edge and profitability > o filled i
potential. —— » Competitive
advantage

\J
Identify and link the firm 2 T
capabilities and its input
resources. What can the —— Capabilities
firm do more than its rival? '

SWOT analysis to

Identify and classify the )
firm’s resources. Do 1 1 ' .§'

determine strength, 2 T
weaknesses and — Resources

ay
opportunities and better Y \ Y\."

resources utilization. N g\
) @Yce: Grant (1991)
Figure 3.3: Grant’s Practical%ework: \%h @’dtegy Analysis

o S

% “« Q-
X&n .
3.11.1 The RBV Theory a?' cijl anageme actices in the Firm

Di Giuli et a% and: {J “ahd@tt (2003) argue that financial
ou

management and&c:&:ting Ti N rc r firms in influencing their future
n -

competitiveness& g-t 'val ility. However, it depends on how these
¢
resources ar %ged. iebl 0!2) Qrc)éaes that the firm orientation influences the

N
resourc% ement pra ?es;n -family or family-based in his study. The findings

in family oriented firrkc%éw, firstly, the employment of efficient financial
ent and accounting practices. Secondly, the financial manager can provide

cial advice to superiors. However, in family-based firms, the study found that the

rm tends to practice the most straightforward financial and accounting management.

In addition, the financial support staff lacks financial and accounting management
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current knowledge (Hiebl, 2017). This type of firm also tends to assign resources to
sales and marketing that could contribute to faster results (Tokarczyk et al., 2007)"
contrast, Becker et al. (2011) argue that family-based firms and their @} not

influence management accounting employment. A

The RBV model underlines how effective management of%rrent internal
resources can boost a company's competitiveness and lon -Merformance. In
general, the RBV theory assumes that a firm's competitive n;ge i' determined by
the resources available to it and how they are manage hone ,Wernerfelt,

Ay
1984). In addition, combining RBV theory and behavieur will ge at} @Nide
internal knowledge. This understanding ca m% dev.'QXrealistic
techniques for diverting surplus but unproddetive urceﬁ.A result, ‘ﬁm disputes

are reduced, earnings are increased, operating co re r@‘ced, resulting in

internal growth and a cycle of innmﬁ%(PenﬁQ%ro 9).
N
Therefore, this study j%he use of mRI%Q eory as the theoretical

framework to evaluate the firm's OUI ili tion@ever, in analyzing the FMP,

this study does not cla% irms‘la ;:j} }Hei@entation; family or non-family.
&

3.12 SOCIAL P L NS
e DL L

Soci gﬂ@al emerges roﬁ @ ctual and potential source from a social

N

networl% tionalized continuously supports its members in reciprocal
recqm&m and identification @s(rdieu, 2011). It consists of two properties, first, the
a \f social structure, and second, it facilitates individual action in the social
etwork. The concept of social capital involves obligations and expectations, which
epend on the trustworthiness of the social environment, the information-flow

capability of the social structure, norms accompanied by sanctions, and networks as a
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system of social linkage (Coleman, 1988). Social capital becomes the most debatable
topic due to its nature as a stock of trust, mutual understanding, shared valu?ﬂ
socially-held knowledge (Goodwin, 2003; Huber, 2009). (’}
The social capital's structural dimension refers to the impersnﬂ%ationship
among the actors, people and units, and the network relationship (Tm al., 1979).
The structural dimension of social capital persuades inform icmefits due to its
accessibility, timely, relevancy, and ability to be traced (Bufrt; kzo 4; Troise et al.,
2020), creating relational social capital with trust obli thnificant
lational di spr@;ial
h Ka‘ﬁr tha%%-hilt over

time (Nahapiet & Ghoshal, 1998). Lin (2002),di entiﬁes ween @I:fcapital and

social networks. Social capital depermacial netw to @4‘55 the implanted
resources. Thus, when the interacti@sties shaﬁ“&o?n r)@guage, trust is built,

N
and the mobilization of informaii omeg'broa r«and %@r (Woolcock, 1998).

&
Looking at the adv@of t, ci netwg‘k\from the macro perspective
would narrow down th% sin the%terjj‘{é. I@‘current settings of social capital
. Th

(Hakansson & Snehota, 1995). However, the fact is,

capital relies on the superiority of the social kn

'3

should include the g%raphi(ia g;gortance of including the facet of
geography in sxia\/%)ital \ﬁ;g?@%ﬂed by several scholars (Huber, 2009).
¢

Nowadays, :&r)he owle e-gas d economy, social capital promotes regional

N

externalitie retal ) inno@ﬁon, and local knowledge spill-over (Capello &

Y-
Fagm'&OOS; Huggins & @pson, 2015; Tura & Harmaakorpi, 2005). Social
c%\a\trategically streamlines other growth potential resources that lead to economic
ortune (Huber, 2009; Lang & Wittig-Berman, 2000; Sadler-Smith et al., 2000).

On the other hand, the lack of social networks would cease the penetration of

implanted resources. Human capital, financial capital, and social capital have a
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significant positive liaison to firm performance (Fatoki, 2011). The interconnections
between social capital, physical capital, and financial capital promote

development and economic wellbeing. Unfortunately, after a certain perio%\ncial
capital's influence would depreciate (Noor et al., 2013). It is becau ial capital

fluctuates based on the ties built within and among its dwellers. A stk@ng connection

tends to create better surroundings and communities resilient t tWoming crisis by
ig

developing trust and enhancing social interconnection &'Meyer, 2015).

ca oWnd social
L

Therefore, good management practices and effective pla

capital, which requires balanced internal and external ction (Hun ekt .&QON;
' ? 4
Masik, 2005). i | \/\’*
From the entrepreneurial landscapesperspecti tal capitalis strong and

successful when an entrepreneurs can a E’/ith the

c d re@?‘ces through their
social networks. However, if they @j\e cons \HC?I @1 capital destruction.
N

Social capital promotes entr%shi owhe tZe Eg(?preneur can recognize
opportunities. Meanwhile, mpitT strugtion qeclrs when the social networks
Zsi to

deny the entrepreneu bility e requifed resources and information,
’ 4 ¢ &
jeopardizing the entﬁgr\neur'\sl’ﬁa d risgas the nature of social capital can go
beyond the entrq&‘n&rial S (Da@;‘& Light, 2012; Spigel, 2015).
¢
At t e(@up ase lﬁsicejs , the entrepreneurs, surrounded by their
N

entrepr% amily and Pnds, e an advantage from the strong ties that enable
Y-

ther@ther accurate busin @ﬁformation, substantial financial back-up, and easy

a%\) existing business relations (Bouk et al., 2013; Thrikawala, 2011). During the
-2

009 economic turbulence, firms with high social capital gave higher dividend

ay-outs, increased profitability, observed better growth, and improved sales per

employees than the low social capital firms. The strong trust relationship between the
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firms and their stakeholders is meaningful regardless of the economic downturn. In
short, the wide-ranging social network is one of the ECF campaign success fact

top of that, firms’ financial reporting and founder-manager demogra@h
educational background and management experiences posmvely%nce the

campaign success. However, risk alert and other unreliable disclos rerequisite do

¢q

not support the campaign success (Lins et al., 2017; Nitani & gldln 017).

3.12.1 The Social Capital Network and Firm Perfor
Grant (1991) defined strategy as the match an nization e tds @g its

domestic sources, abilities, risks, and opport orr& ext settlng.

Typically, strategy is associated with incre g orngiz ion's rq@;qhe broader

ecosystem or achieving its goals. T mp entation~ef a st@(‘gy is within the

jurisdiction of strategic manageme ea s@h
i rategQ/

N
longer be in the program unle IS essentia IQ(?each the next goal and

@d a goal, it should no

%

ongoing performance % ent pr ess “réq to validate it. In other words,

effective strategies h{mproy ny p mance (Poister, 2010). Ideally, the

strategy used c glze nal a ternal resources of a firm. It does not
matter whet a Iar e or S allrcoa?y (Beard & Dess, 1981).
and

relates to how the organizati mtls iness e@atlons. If this is the case, an

(20 oplne that the strategy is crucial for any

org ion to continue its p{@r’mance as Michael Porter modelled in his classic
% ion model. The model focuses on "product differentiation strategies” and
Q cost strategies” because the primary objective of each organization is to deliver
lue to their customers. Finding strategies that can optimally benefit the organization

is essential. However, Pefia (2002) argues that apart from the human capital of
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entrepreneurs, the ability of a company to react immediately to changes that occur and
its ability to implement the right strategies correlate with positive performance.

In today's competitive market, business strategy indicates how a co ight
achieve its goals and stay in business (Teece, 2010). From an ECF pe&ive, Fang
and Chang (2020) show that the words used in a campaign aquuality of
information disclosure positively impact the success of crowdfufding campaigns.

Further, the study, based on social capital theory and si ‘also found that

crowdfunding platform providers play an essential ro uch swmg new

ir platforms i olvi.&&g;ial

techniques to broadcast project campaigns raised on

networks. This signal is significant because it a

ree refati ps th@ﬁvﬁﬂuence

r re|a@$ip; (ii) the

der <&‘ionship. In ECF,
O

the purpose of crowdfunding - (i) the crowdfund*see

platform-funder seeker relationship; a@e platfor

the success of each CF campaign a@jthe firm\esfgrm

seek ECF funding for work%ital,%ark ing E.Q ses, product creation,
technology development, a hehdevr e plan§

&
3.13THE THEO %FI% BRI%@JLAGE
Levi-Stqu 66); 'rop@(st, was the first to invent the term
‘bricolage’. Q@ge refers to eéil@“tg mix and match the available resources that
% N

are poss% ploifnew Portuni&s or solve an existing problem. Previous studies

ack ge bricolage as a @’strategy, especially for firms with constraints in

E\because firms mainly

r X&s (Baker, 2007; Baker et al., 2003; Senyard et al., 2011). The three
haracteristics of bricolage include bias in action when confronting opportunities and
ckling crisis, creating value to futile resources, and creatively conjoining resources

for greater outcomes (Baker & Nelson, 2005). These include, for instance, innovation
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(Anderson & Kupp, 2008; Garud & Karnge, 2003). However, Desa and Basu (2013)
argue that further research should be done to examine the bricolage eﬁ?ﬂn

performance, and specifically, innovation. (’}
Bricolage in entrepreneurship happens when an entrepreneur tri improvise
existing resources by utilizing other external resources that might havw overlooked
by others (Baker & Nelson, 2005). According to Stenholm an@/Renko (2016),
&.to ransform for a

passionate entrepreneur tends to have bricolage spirit tha

better performance. They argue that what differentiat ween) the~failure and the

“AX
surviving start-ups is the bricolage spirit. Higher spi@ricola can be Io@ the
survival firms. \ \Y

The concept of bricolage is to take advantage ofT-nt e ,@0 portunities.

neur,
It can thus be internal and external. mabricolage IS t@% entrepreneur’s

characteristics; experience and kno%e of the \'}@T c g@ers’ issues, and other
N

attributes that will help to er% issJés an aapt((;ué%merging opportunities.

) 'ndll St ntre$eg ur’s behavior to fully utilize

ar
the external resources availablérat that time an'ew@’oven etal., 2011). Nevertheless,
g b &y
both serve the pu@c genef i coﬁmtions of resourceful inputs with the
intention to fosg{ perf

Bru al., 2001; Foster et al., 2008; Kariv &
Coleman, 2 g@ﬂon

adopts % ith the
mic@&

The study found th{%c'ntrepreneur’s motivations are the prime factor for

External bricolage, on the ¢

: é?evious study by Kariv and Coleman (2015)

N
jon of<the theory of bricolage from the perspective of

findingefinancial assistance. The present study will investigate the matter from the
erspe

ctive of equity crowdfunding. This theory helps to explain the founder-director’s
r top management team’s behavior or ability to take up opportunities from the equity

crowdfunding event for the benefit of the firm.
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3.13.1 Previous Studies on Financial Bricolage Theory and Firm PerformaY'

A study conducted by Kariv and Coleman (2015) examines the @pull
types of entrepreneurs. The push or necessity-based is when the entrepra&is lacking
of something such as resources, minor races, unemployed, whilst the opgortunity-based
entrepreneur is its opposite. The finding shows that the theor OMCG bricolage is
persistent with liberal feminist theory. According to libe ygnTst theory, women

entrepreneurs are at the disadvantage side in securing financing c to male

Ay
entrepreneurs. Thus, the entrepreneur competency in ining financi fr‘)n@ight
funder at the right time will affect the firm’s p d % rma,@F(Said et
Yu
al., 2003). \, {\
The most recent study by T%akouris, oIo@bs and Dermatis

(2020) explains the act of bricolage@?AEs dur\x@s,

crisis in late 90’s and cOvid-lg.%mphﬁsize
are factors that stimulate the@ |l M?uring crisis, SMES integrate
the bricolage process I% heir strategy. E‘tﬁehﬁn focus on a specific area. The

el
4
study also highligh &%poli \kst shogaCcommodate their existing support-

system to assiz)ose Es%ﬂtz?&éurces.
q O
3.14 m% G TH @

L 9
&a signaling theory,@bh Spence (1973) introduced, can be applied to

\hﬁelds; economics, accounting, finance, entrepreneurship, and education. It is a

& y that helps to elaborate the behavior of organizations or individuals when dealing
i

th asymmetric information—in other words, reducing the information asymmetry

between the interest groups. The receiver needs to interpret the signal sent by the
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sender, hence lessening the asymmetric information between the involved parties
(Spence, 2002). T

Connelly, Certo, Ireland and Reutzel (2011) argue about the dyn@ the
signaling theory. They claim that the theory can be applied in manf& such as
entrepreneurship, strategic management, and human capital management. Karasek and

Bryant (2012) discuss the application of signaling theory in the EMsent, and future
ogy,

and highlight the importance of the theory in anthr pslychology, and

management areas. ‘\d
oy
In current practice, ECF, for instance, ob@at investors as [hgiey iver
tend to show an interest in the startup that si igr@’ "Io@gree of

ambiguity.” Substantially, these two sig 0 :he um capit%t;.the sender

(entrepreneur) influence the success ‘of,the gampaign onv@ﬁg the investors'

motivation to participate (Piva & I%Lama%%- @ally for startups, the
N

signaling strategies can help t otic@d by ntia@/estors. Throughout the

business cycle, the startups develo frol co ept@asto the commercialization

of their products or servi Sw}d be& award-winning grants from the
i g 4"\/
Government or a li patent s or &Mces. Some potential investors, such

as venture capitalists,tend 'ch th granted government awards. Spence
¢
(1974) emp 5@ that! quali siﬁn s dre evidence that conveys information on

N
unobser% tribuges_ofsnew fin& However, some prefer considering the less

pate@rm than well-paten@i’rms as the lesser have more potential (Islam et al.,

% However, from the perspective of prior financing, firms with financing history

Qﬁth sophisticated or retail investors, business angels, project grants (Wang et al.,

2017), and venture capitalists portray quality relationships. This relationship will
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positively influence the equity crowdfunding campaign success. When a firm's social
capital and human capital are at par, this tends to make its crowdfunding ca

successful (Kleinert et al., 2018; Signori & Vismara, 2016). The forrr@mal
management practices employed by the firm also signal to the stake egardlng

the firm's financial health (Sagner, 2014; Waweru & Ngugi, 2014). TW is justified

that this theory fits the current study on ECF-funded firms o

financial management practiced, engagement with the pl

Table 3.8 depicts the previous studies on signaling theo

ategies such as

thei
c, nd social network.

NY.

Yw

| &
Table 3.8: Previous Articles ali g Th \‘F
\ "
Affected Field Seminal Article Slgngf‘ad gnal
b
Management
Career Rosenbaum (1979) bility E reer path
Forbes (1987) Prom&? promotion
~Background
0 S0 Eoprior jobs
Strategy Marcus&G mamagem ‘Crlswcommunlcatlon
(1991)
Certo (ZOOT I IP s Financial reports
Ross Debt
Bhatt 2 10 Dividend
Recruiting Chapman etal ( rganie §6 al fit  Recruiter behaviors
K | RN ,\L Recruitment activities
Psychology g \"( &
Consumer Xul ng & Ki ] F(o@uo superiority ~ Warranty
psychology ) o C.)
) (_froduct position Advertising

Q Product quality

Brand names

(ZOOY% Generosity,

Wastefulness
Sois & Bressl(-ét‘)'%) Religious practices

Communication patterns

Various selective
pressures

Source: Karasek & Bryant (2012) page 93

0 A study conducted by Yuniningsih, Hasna, Wajdi and Widodo (2018) examined

the impact of debt variable, size of the firm and growth on firm performance using
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signaling theory as the basis. Using the multilinear regression method, it showed that
the three variables had a negative direction as proposed in their hypotheses. Ho )
the growth significantly affected the performance of the automotive firms lis the
Indonesia Stock Exchange. A
Meanwhile, Kromidha and Li (2019) studied the signaling theory with
personality and herding behavior. According to the study, the irmmndividual tends
to copycat the topmost online sellers. The study used fixed C gre‘sion to analyze
250 top online sellers. The variables inspected were tra olume, ance, risk
‘X
indicators, and seller credentials. The findings sh seller fcrede tisjls_@nore

important. However, the results depend on tr?;m e% r on@g money
tign' to

i Q?n“ platf; Tand, most
n

sellers. The study has a practical contfibu
ial in@ﬁwents, displaying

importantly, the regulators and policywa such fi
as much information online coul@sxal the \I‘oug lgp’\l%){der about the firm
‘% @ S

performance. “« Q-
&
Al-Sartawi and Re 8) r igated Is

They argue that bigger, fi end to reveal mu
4 2

financial disclosure, wever,\'ﬁm ban nce the banks are practicing profit-

loss sharing pria@\nd rusteesiip, the importance of the manager is to

!

¢

signal their g@tion nre df pr@(?tion deals. Moreover, the study also shows
% NN

that inv% ker ar ;relaﬁ&hip insignificantly influence online disclosure.

igenberger and Wi h@f (2018) widened the signaling theory to rhetoric

¢ banks in GLC countries.

g,

g

ormation, for example, online

B

S% crowdfunding perspective. The unit of analysis was 192 video game projects.
Ther i

ndependent variables were the substantive signals. The substantive signals
cluded firm's background and the video game products’ strength. Rhetoric signals

referred to logos, ethos, and pathos. The dependent variable was the amount raised
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during the campaign. The signaling mechanisms used by one firm was to reduce
asymmetric information that might influence crowdfunding campaign. The
argues that under a high-noise environment such as in the crowdfundm@ the
rhetorical signal complements the substantive signal. This thus influe success
of the funding acquisition campaign. Nevertheless, when a rheton&g?al provides
unnecessary information, it impedes the substantive signal.

The firm's information, especially startups, influ Xu.sirfss angels and
venture capitals' preference to invest due to different®invest I’]W& Conti,
Thursby and Rothaermel (2010) empirically studied chnology st tlﬁ)@] the
Advanced Technology Development Center of Institte-si 199@508. The

study examined the influence of patent and W S’ OWN MOReY, fri@:gnd families

as the independent variable Whereaw::}e capltal uf&s angels as the

dependent variables. The flndlngs d that 5| st ‘\es undertaken by the
founders involved high cost. T |m rtant kithe @ders to monitor closely
the signal activities cost b WIJ e ex eﬂl investors. But then again,

failure to providesigni% nal diz‘ eas prbsp@'lve investors' judgment towards
r? eneu.

the ECF campaigns Qt\he ent %C/Q

Conseq %aﬁe ' pai@érformance and the firm performance as

well. When Eﬁ r fall tosu eJin@,e CF campaign, the investor will interpret it

NN
as bad, and Lritici J,the |53®s (Zunino et al., 2017).
% 1
S
3 E STOREY MODEL OF SMALL FIRM PERFORMANCE

Q David Storey's contribution to the small business sector is undeniable. His book
titled Understanding the Small Business Sector was published in 1994 and inspired
researchers to use it as a basis for forming a research framework used for current
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studies. Storey (1994) covered different topics, but the key findings relevant to the
present study concern the growth and performance of small companies. Accor

him, the rate of company formation varies significantly between sectors, geri and
countries and regions. These differences are influenced by facﬁ;qltlcal to
understanding sector differences in the construction of new companiesyparticularly the
extent of entry barriers and expected profits. Another important re of the small

business sector is "mortality”. In general, failures and dea T among young

firms than old firms. Young firms need to have strong entu Wrate their
"X
business from start to grow to survive. I _\C—}

In the small business population, fast-g

om@ smau\ﬁ'cause of

r, thre@:gin types of
th@%epreneurs (e.q.,

the limited willingness to grow among s
factors influence the growth of small*fi ' )emograp

education and management team) ograph \*thg fi ‘%ﬂd the implemented

strategies. These components e co b|n appr \tely to achieve growth.
Finding strategies that WI| it"the or atlon is crucial. However,
according to Pefia (200 an th entr reheséhuman capital, the firm's prompt
responses to chang &lts plem ﬁ:t%e right strategies correlate with its
performance.

Str@usm SSR tfé‘akeholder how the firm will accomplish its
goals and continue ifs ion i a competltlve market (Teece, 2010). Effective

stra help increase firm @r‘mance (Poister, 2010). Thus, Perera, Harrison and

% 997) suggested that the firms should adjust their performance measures that
h

and uphold their strategy. Obeng, Robson and Haugh (2014) also investigated

Q[repreneurs demographics, firm's strategy, and resources. They found positive
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relations linking these variables towards the firm's performance. Moreover, they also

discovered that networks are capable of stabilizing those relationships. T
The current study also follows the approach developed by Store(%& in
measuring the performance of small companies. According to this ch, firm

outcomes related to the performance or growth of small firms need tmudied from
the lens of three common constructs; owner-manage Mteristics, firm
characteristics, and firm strategy. However, this study inve me lluman and firm
factors using descriptive analyzes. Meanwhile, the sed strategieS: (financial

management practices, the social networks, and E atform’ affili tidn)_xﬁey\l by

online fundraisers to attract funder participatio SS u i thek/mmg and
finally, better firm performance. Funds a\\d? erately ded companies
regardless of their size, not to mentlow ompanies: @%blhty of a small
company to have efficient flnanC|aI ge en giu ,k):éh -reliability financial
information. Thus, acompany ave ood amcuzQ nagement practices that
can be used to make ac te eci iable @ortmg, good planning, the
management of compa% ces to Iener e Fe e, and assist in accessing funds.
Under the ECF, finaheial |nforT1 mpﬁaf to attract more potential funders to
the platform b netw&&!’ can drive investor participation in the
campalgn F s nce, |ssue mvestors as their networks tend to have

better SL(:ZS) the f, ‘palgn%s the wisdom of issuers in choosing a platform

for mg&mpalgns IS essentia Cﬁgé ECF platforms also have their networks data-based

t |st of institutional and angel investors.

Q In addition, due to the influence of technology, the use of Bl among enterprises
an put their firms several steps ahead of their competitors, making them more
competitive. The use of Bl to make plans is vital, especially for financial planning and
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controlling. Di Pietro (2020) highlights that financial information, social networks, and
platforms can signal to outsiders about the firms. This study, therefore, usev

factors and tests their influence on the performance of ECF-funded compaﬁs}

3.16 HYPOTHESES DEVELOPMENT

This study employs RBV theory, which is supported by, EMe theory, social
aint

capital theory, and signalling theory. RBV's goal is aln a competitive

advantage, and the company is considered as a resour ol t tWI various

irit refers tot Qm.k@fthe
st e{p w%ﬁtunltles

ocTe der's@r\/e hunt for

funding via an internet platform. ||a theory ein d to eliminate

types of resources for greater profit. Financial bricola

founder or manager to mix and match present

or solve existing difficulties. In this study,4it, ref

asymmetrlc information amongst i t groups % @VES'[OI’S issuers, and

platform. The capacity of the %or nﬂnag ta de trate that the company

&/
follows a set of FMP gw%g\s'oull @IOUS the company is about
conducting business. % "l

The use of ma In‘e (BI) d help a company's planning and
control functio %II a I pe ance The use of Bl also suggests that
the company.i mg the cdra pr C|ple to survive. Prospective investors can
be attra lacing the pal on a platform that gives information such as the

T

ow ckground the firm' scfgwénuals the project's priority, the estimated capital

r%g nd feedback from potential buyers. As a result, the amount of asymmetric
mation may be reduced.

0 The ECF ecosystem has a role for social networks. It is believed that social

networks facilitate resource interactions, hence increasing social capital, which is
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defined as a collection of resources that can assist people in developing and gaining
access to other resources. An entrepreneur's social capital is powerful and suc
when they can interact with the resources they require through their social@k.
Therefore, based on the reviewed related literatures and under theories
discussed in the previous sections, this study is able to derive hypothéses that provide
tentative answers to the research questions that are also exte the basis of the
statement of the problems, as well as the background of t Ry..l this sense, the
study hypothesizes the relationships between the dimen of F W', and the

mediating,r. Ie'oi{u\ylvn'ess

al)% ortiqgg?i nancial

cial a@\won-financial

&

ECF funded performance. This study also hypothesiz

intelligence between these predictors (i.e., fin

planning and control, and the criterion w (i.
performances) as follows: \%

Hla: The application

performance. \

o)

H2a: The applicati AIS hL a siliveb‘fect on the firm’s non-financial
's ¢ &

performance. \ ' N

H1b: Sound financia lg anctiﬂysis has a positive impact on the firm’s

¢
financial pe mce.
{;_u. &
% nd financi fepor' and analysis has a positive impact on the firm’s
ipancial perf N
non ial performance.
S

\—llc: Financial planning and control have a positive impact on the firm’s

@ cial performance.
H2c: Financial planning and control have a positive impact on the firm’s non-

financial performance.
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H1d: Working capital management has a positive effect on the firm’s financial
performance.
H2d: Working capital management has a positive effect on the w&non-

financial performance. A

Hle: Social networks have a positive impact on thew financial

performance. \,

H2e: Social networks have a positive impact on%the firm’s non-financial

performance. .\d
@
Yw

ﬂ

H1f: Equity crowdfunding platform provider ositive im tdn t m’s
financial performance. 4 \T
H2f: Equity crowdfunding platfor ovider h itive ir@&m the firm

on financial performance. \: ,
H1g: Business intelligence r@jes the re\oaMi

N
and reporting and a firm's finanei ormgﬁce. q Q:?

H2g: Business intell;g’ :%nedr elati‘cg*&p between financial analysis
and reporting and a firm' inancial perf; rm‘an&b’
's f &
9 & ~redia

H1lh: Busi intelli 'tgme relationship between financial
planning and coniro afi i ncial@)&(ormance.
o !
by

H2h; ess fintelli ndE @gaates the relationship between financial

\
plannin%gtrol ‘;n's ncé-}lnancial performance.

A\ N
N
:.é&NCEPTUAL FRAMEWORK

Q The previous discussion on the underpinning theories and the development of
ypotheses lead to the research framework of the study. A concept is a general idea or

an extract that is assumed or obtained from a particular situation. Scholars broadly
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define the conceptual framework as a comprehensive set of beliefs, ideas, and
principles drawn from critical research areas and later compile the contributions.
are three goals of the conceptual framework. First, to describe the curre(a\saices.
Second, to set future practices, and third, to develop key conditions a amental
issues. The conceptual framework broadly defines several key terms concepts and
then recognize and discuss the results (Kombo & Tromp, 200 \,

The conceptual framework developed for this y-a

irl]s to help the

researcher investigates the impact of financial managem racti eWetworks,

‘A
formance ofjthé &%sful
to its 60 i be@; to help
husy\thcepué*f‘gmework is
based on six explanatory variables. T\%&ccountin i orm@% systems (AIS),

financial analysis and reporting (FA&S’nancia % q@'ﬂtrol (FPC), working
"TE y N

capital management (WCM), s%\worﬂ (SN); and EQCQpIatform provider (PP).

&
These independent variableYre}po(t]e e ha\@hificam relationships on the
dependent variables (E%\ i

and ECF platforms on the financial and non-financi

ECF firms in Malaysia. This framework has b

researchers make sense of the following finding

financial (@el 1) and non-financial (Model

o
2) performance of ﬁ\ECF-fur S. 'Izé.xtudy also investigates on business
"%ﬁv '

intelligence thawK ed ; the éﬁonships between FAR and FPC. Figure

3.4 demonst w congeptua elﬁiocfjm connecting the explanatory and dependent
N

variable% oncegptual ?mewu&shows how these variables intermingle in a

S

is, th
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Vs
DVs
- Accounting v
Information System \ Hla =~
- Financial Analysis <
and Reporting Financial
Performance
. . . odel 1)
- Financial. Planning
and Control * N\
b ‘ )
. : =~
- Working Capital T
Management 2y
- Social Networks
Customer
- Platform Provider Performance
(Model 2)

o/
%?ﬁn
\ : | ’(@eligence

(0 b & (:)
Figur, ernc?o al Fra ew@»Strategies Employed towards Performance
{Q G
O

Figure 3.4 displays the conceptual framework developed in this study, which

resents the strategies used towards ECF-funded firms’ performance. This technique
i§ used to predict the future performance of the firm planning to use ECF as financing.

The predictive model is created based on the valid statistical data that has been collected
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(Kalechofsky, 2016). The study uses two approaches in examining firm performance:
financial (Model 1) and non-financial (Model 2). Yv

The investigated factors which are the strategies employed, als@n as
independent variables, are the dimension of the financial management ices, social
networks, and the equity crowdfunding platform provider. Figure BW) shows the
influence of business intelligence as the mediator variable o% al analysis and

reporting, and financial planning and control towar e 9ECF+funded firms’

performance. ‘\d
@

ased View (RBY) .@; as
ou{ 'anci%yﬁhysical,

n feltt(v"lg descr@ esources in
terms of brand names, in-house knd@f techno , en@ment of skilled

personnel, trade contract, machiner icient pro % qq}pital. For the purpose

N
of this study, the resources in%e relgted tors ategs(?employed by the firms.
Thus, these resources are Q\Eet uT@%ch Sé complex relationships that
require the analysis of iplervariables on et@‘unded firm performance.
4l
3.18 CHAPTE@MA N
¢

T

This has! included % revie of previous literature on crowdfunding
NN

starting % definitionfand typ@characteristics, motivation, and risks involved

and ‘Q,Med by an explanatiom%“'the nature of ECF from the perspective of financial
N

This framework is underpinned by the Resou
mentioned earlier. While Grant (1991) classifi

human, technological, and organizational, 4A/er

ent, the practices, and the features. Financial management is essential in an
rganization. It helps to monitor the financial health of the organization and is the heart
f each organization. This chapter has further discussed the matter of financial

management and the performance of the firm.
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This chapter further discussed the affiliation of social networks and the ECF
platform. This was done in order to investigate how these factors influenced th
performance. To provide the descriptive analysis in the next chapter, the d@}phic
details of the founders/managers and the firm are discussed. The resouﬂ*ed view,
social capital theory, bricolage theory, signaling theory, and Storey’syinodel of small
firm performance are discussed and used in this study anestigate the
relationship between the independent variables and fir &r;arce. The study
further investigated the mediating effect of business intelligenc oWgtionship
between financial management practices, financial analysis and reporti ,e{\d_ﬁn}\‘iial

planning and control towards the performance msi \,‘T
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