CHAPTER 1
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INTRODUCTION *
N3

This study examines the effect of financial manag practlces on the

financial performance of equity-based crowdfundin rml)lent firms in

Malaysia. This study also investigates the social ngtworks’and the plvatf\wms’
provider affiliations to grasp the crowdfundu%pt As th

nt’epg?eurial

/ X
nlflca@hallenges.

intelligence (BI) as a

landscape becomes more dynamic, the entrepr ?ho:e\
Additionally, this study investigates the
mediator between financial manage a@sis and financial

planning towards the firm perf ts by explaining the

research background, |ssues blew : &ﬁe study's rationale. This
chapter provides the stud pose, thegst dys@]ectives, research questions,

(
limitations, and the mwce M xope.rlmental research. It concludes

@,

with the operatlongmon ‘) f keysterms ng the study.
\
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11RESE@2AC£(?
WW I\ﬁl iad G@ment has re-established the Ministry of

En@ur Development toﬁ%ﬂleve its mission to accelerate the sustainability and

%of small and medium enterprises (SMEs). SMEs are known as economic

Oalysts contributing 38.9% to Malaysia's gross domestic product (GDP) in 2019

(DOSH, 2020). To put Malaysia on par with economic leaders such as Japan, Korea,



and Taiwan, SMEs must be the country's top plan in the future. SMEs in these
countries are the most significant contributors to the economy compared to the ew
large companies. Half of the income of these countries come from SMEs. (’}

Therefore, Malaysia is taking various initiatives, includiﬂg&@veloping
entrepreneurship programs to help the well-being of SMEs in all sectors{In 2017 alone,
Malaysia has organized a total of 168 SME development pr rMhese programs

have successfully assisted nearly 600,000 SMEs from vari egtors. '\Nith continued

government support, this will help place SMEs in the g valu cwecially in

@

the era of digitalization and the Industrial Revolutio (JayaKrish ft 1&32018;

Butticé & Vismara, 2021). According to Meggi 04,){ pment,of global

tly @Icate poverty.

e,@*ensure that SMEs in

technologies, industries, and markets inspir

they create more opportunities that caw ?Jbs and indi
The Government and its agf'ﬁ have ah_d._\mil ha

Malaysia continue to grow and %n Iin@

provided includes financia MQ Ja us

N
with e«curreﬁf%ituation. The assistance

&
cub@rograms as well as young

entrepreneur schemes.% r, such eff tj lne@)‘to be carefully examined and
'

&)
observed to achieve wal c@ g Srg;(Abraham & Schmukler, 2017).
[

Recentlygthe Gever 'ntroe)&éd equity-based crowdfunding (ECF) to

¢
help address wncia probl ﬁav{dj SMEs (Securities Commission Malaysia,
%v NN
2016). % firsfintro ‘ged inwé@iS by the Government through its agency, the

Securities, Commission Malay@d it is growing (Kourabas & Ramsay, 2018). ECF

i% hod of raising capital from online platforms as the manisfestation of the
in

cial technology (fintech) innovation (Coakley & Lazos, 2021). The ECF platform

ts as intermediary connecting companies (issuers) and investors.



In 2017, the Securities Commission Malaysia reported that the ECF was able to
help SMEs raise finance for their operations. The report has stated that th
platform has managed to raise MYR32.74 million in investments from 37@9%.
The investment involved more than 800 investors. -\

The following year, the Securities Commission Malaysia reportishowed that the
number of successful campaigns declined compared to t Nus year to 23
campaigns. However, the total investment increased by M %0[1 (Fong, 2019).
In 2019, the Securities Commission Malaysia statistics s d that a total ‘7 issuers
had successfully benefited from the ECF. A total %‘npaig S S#U‘I@\};ed
investment funds worth MYR 73.74 million (Segukities C mmissi al%ga, 2019).
This indirectly gives the view that ECF has 0 tiabis a alte@rg/; to finance

&

SMEs in Malaysia.

However, in Malaysia, the @%ement \SMgs el in ECF is still low.
l&y N,
Therefore, this study investiga%perf mance of Ecg-%unded firms that have

&
successfully received ECF Qihm I AThe @SS of SMEs to obtain ECF
a e

depends on the investo% rticipate in ; Eaﬂ@igns on the platform. However,
d &

several factors influ inves@ stin %ﬁm Among those factors are available

financial information (€hen 16; Iii‘}f%tro et al., 2020; Shahzad et al., 2019),
o !

patents (Hs %edon

, 20 ),"goér'r?ance (Sanders & Boivie, 2004), product
certifica% lers gt

"
. X .
2015; L Okkarinen et al., 2016@afrketmg strengths (Bae et al., 2017), words used in

5; na et al., 2017), business models (Ahlers et al.,
c Slgns (Mollick, 2014), press releases (Steigenberger & Wilhelm, 2018), third-
E a

ffiliations (Plummer et al., 2016), founder networks (Liao et al., 2015), issuer-

&
atform networks (Helmer, 2014), expert participation (Kim & Viswanathan, 2018),



social media (Dessalles, 2014), and the background of the founding team (Ahlers et al.,

2015; Bernstein et al., 2017; Lim & Busenitz, 2020). Yv
1.2 PROBLEM STATEMENT A

SMEs is a significant contributor to gross domestic produmm in most
countries, including Malaysia. These SMESs can increase the countr onomic growth
z Ith

by creating new jobs, increasing decent community incom 'and improving

social networks (Ahmad & Xavier, 2012; Henderson, 20 Itho ngterprises

@

have great potential to generate high profits, at the s ime, they rev, alla ‘r@vely
low survival rate. Thus, it is difficult for them t t%' adirj@'l market

and the global market. This explains the re W mos‘ m fac%m y problems

and fail (Dhawan, 2001). \% O

The main problems plaguing sare lac 'Wan a}\T&ources and financial

management practices (Ebash% 1997). SMEs carq%? be successful without

&
ills géett & Watson, 1998). Large

sufficient funding and ade nag

companies also face a s f pera’;J)n’al the effects are even worse when
involving SMEs and®mew flrms| \;‘sc I, Z(g.)/The financial problems of start-ups
are the worst becausesthey & |nanC|aI history, business records and

ave
previous ass ervz as_c at&alctjgupport bank loan applications (Burke &

Hanley, 006)¥Banks | as |t|onal financial institutions, are centered on
ma i g profits. Therefore I flrms and start-ups are not their choices (Chapra,
2 ) MEs and start-ups comparable to already growing companies also have the

3 problem (Archibugi et al., 2013; Storey & Greene, 2010).
Vaznyte and Andries (2019) argue that start-ups need substantial funding

because of their nature being high-growth, innovative, and too risky. Nonetheless, a



large number of start-ups typically fund their operations from savings, credit cards
(Aydn, 2016), family and friends (Conti et al., 2010), bootstrapping (Ye, 201?!!1
grants (Srhoj & Walde, 2020; Wang et al., 2017) which are inadequate. Ho@hen
these funds are depleted, the company will again face a financial cris&,&gcting the
company's survival and performance. The emergence of crowdfundirRC.:E) is seen as
a savior for these SMEs and start-ups. CF also can grow (Leg et 2015) and be a
catalyst for economic growth and job creation (OECD, 2 m han that, CF is
one of the "fast -growing markets" that promotes shar lue aWer et al.,
2017; Desa & Basu, 2013), [ _\C}
The advent of CF reduces the critical i gap{ irrm\,ggpecially

mech&: allows for

ide Qng social media

start-ups (Lin, 2017; Wasiuzzaman & Nurw 9).

interaction between firms, platformsN estors wi

applications such as Facebook, Ins%n, Wha\pgTFw ;(\and email (Paschen,
‘:‘ y N,

2017). Some interpret it as an n m’?unnl a business online (Robson et al.,

2016) and innovation in ent mriall:' ncing (Bellavitis et al., 2017).

As mentioned % ECF in M ziyéia@ been introduced since 2015. It
'
\I"ma ial pfob

aims to help SME ercomel c'aé ems they face. Judging from the

statistics reported\y Secusl mmi@%ﬁ Malaysia, a total of MYR32.74 million
¢
(2017), MY gﬂ)
NN
recorde% ition,in.the 2020 repc& ECF investments above MYR199 million were

!
I\ﬂr{Ft?g% (2019) million have been successfully

recoﬂ% total of 150 issuer@é published 159 campaigns (Securities Commission

la, 2020). This indicates that ECF has the potential as a new alternative to

@ ce SMEs in Malaysia.
Lack of funds is a significant problem for firms, especially SMEs, and financial

management problems are also a major cause of business failure. Lack of knowledge



of financial management among founders is why they do not get involved in managing

financial matters. However, it is worse if they choose to participate (Atik, 20?%

uncertain business conditions, inefficiency in financial management will the

firm at risk (Lakew & Rao, 2013) and affect the firm's sustainability (R&Mensah,

2010). Thus, incorrect financial decisions tend to affect the liquidity and profitability

of a firm's overall performance. In most cases, this will tr@ in insolvency
l

To reduce risk and ensure that the company'safinanci I.bssjld is well-
"AY
icient financi rﬁaﬂ@g ent
p sed'stri ndi@-s'on loan
SMJ@’:&;examining
soc@‘ with a lack of

@nent in these types of

(Mackevicius & Sneidere, 2010).

monitored, the company needs to adopt effective an

strategies. Recently, the Government of Malaysi
applications and financing of micro, small, W

the company's financial reports. Oft\ He; firms
financial management practices. Thﬁ%cates a \T’Kl?( i

businesses (Azman et al., 2020% 4 <<<}—
Financial managem Xtic Mo @ble practical evaluation of
company performance.% udies Igvf'e'r{ m@ited to examine the impact of
\r‘;\ ME

financial manage wractic‘e

practices have beéen gni

!

¢

and Australi %r etal., 2014; Dﬁh@%)& Rodriguez, 2014; McMahon, 2001), and
develop%ktriesﬁ h

\ - - - - -
Vietn& Nigeria, Turkey and Ethiopia (Abanis et al.,
201Qnga, 2013; Karadag 21;1'5; Waweru & Ngugi, 2014).

N
inancial management is a crucial management tool, and understanding it is
ssential. It allows the finance manager to keep track of the company's current financial
tuation. It can also address a company's future financial requirements (World Bank,

2014; Musah et al., 2018). As a result, competent financial management can help



businesses avoid failure and insolvency (Harash et al., 2014; Waweru & Ngugi, 2014;

Kiiru et al., 2019). Y-

SMEs in Malaysia do not practice proper financial management pra@larif

et al., 2010). Often, the financial management practiced by Malaysian is limited
to working capital, financial accounting, and financial planning an ntrol. On the

other hand, financial analysis and reporting, and manage nMunting are not
emphasized. More than that, Di Pietro, Grilli and Masciarelliy(2020) Tgue that under
the ECF, firms that display financial statements and pre achigve a‘n reduce
ambiguity and asymmetric information among th@s Quality fi ci'al ép}‘z;ing

tr% ing\i/Westment

decisions. Their results are significant becausg th Wilkxiffe e car‘q@%;'s outcome

(Chen et al., 2016; Shahzad et al., 201\) ®)
ECF ecosystems involve net@% and p a\m$at g@\&an intermediary that

briges the issuers and funders.%h b
e

in

tends to increase investor confidence and i

S
am ZgAziQn, Ismail, and Ali (2018)

&
ve m%nly studied entrepreneurship

argues that previous studies
itself but less examin (he infldence’of lel"f-i&ncy and networking. Whereas,

F &
networking is one &ﬁjccesi
se i

busgsygrowth (Anderson et al., 2010; Jack
et al., 2010) be ast

4

i 'ge ofééssing customers and external resources

(Martinez &§%| 20 1),‘ 4 (j)

NN
% genceé qf t ;CF pl%\form provides an excellent opportunity for start-
up fikms'to continue to grow (@'ﬁon, 2016). The ECF also symbolizes the decline of

v X&capitals (VCs) and private equities (PEs) to finance SMEs, especially start-up
irms, due to their high risk. They only choose to invest in the existing growing firms
hich already have the product and are already stable. According to Haas, Blohm and

Leimeister (2014), intermediary value propositions differ depending on the



crowdfunding model (i.e., hedonism as a reward, altruism as a contribution, and profit).

Therefore, it is reasonable to investigate the potential of crowdfunding platfowm

intermediaries due to research on crowdfunding platforms is still lacking. (’}
Thus, this study intends to investigate if these factors have a ct on the

ECF-funded firm in Malaysia, specifically, their impact on the future'development of

the firm. In addition, the problems of the ventures become mor, chNging due to the
a‘ t

fast-changing in technology. This study therefore also inv he'interference of

technology, namely, business intelligence in ECF firms."Rurther nwld be the
Yw

23
catalyst of these firms’ continuation (Strausz, 201 ince fundin et'ie@from
online platforms is merely a short-term strate entures 0 seg%(f'or other
funding sources for expansion purposes (Brw l., %\T

ta costs of having

Inability to keep up with the tew' al advanc

technology in the ventures significarﬂ%fect t%{%
2018). The present study thu% inf :

—

,Kﬁ)?e (Azudin & Mansor,

5. 0
ai to amlneQ(EB influence of business

&
intelligence in enhancing tlﬁi s" r nce.% adays, technology plays an
essential role in keepi% usinesston i rlghéack (Stodder, 2013). Big data,

artificial intelligenceiintech, blt

4 f &
\5,\a d blgchain are those financial technologies

that disrupt current business on (Jtaéﬁetal.,zml).

¢

If mo gws use ECF, eéfféti'\?eness of ECF can be determined. Based on
|§

this clai%

expekienees of ECF-funded fir\m%ﬁom 2016 to 2019. This study is critical because it

NN
tudy fakes ‘g initiaé}e to investigate the firm performance from the

p ﬁ@a knowledge on SMEs that adapt financial innovations compared to SMEs

efore the emergence of CFs, those that focus on traditional financial systems and
evalent financing as already described.



1.3 GAPS IN THE LITERATURE

Most previous studies examined successful crowdfunding campaigns ( i
& Vismara, 2016, 2018). However, a few studies examined the pc{t%‘t of
crowdfunding. A study by Valanciene and Jegeleviciute (2013) used !‘V& analysis
to evaluate the impact of crowdfunding. The analysis merely disclos%e'uniqueness
and ambiguity of crowdfunding and public anxiety as its draw Mrther, the effect
of the post-campaign towards the additional external fu b?s.

be’sn investigated

(Kuppuswamy & Roth, 2016). In some research, the finding shews e amount
23
. Y Ay
raised during the crowdfunding campaign significa fluences p#sifrb y of
obtaining additional funding via external sour % angQXﬁA) and
S‘T

nvi Qs to participate in

venture capital (VC) (Fili, 2014). \):

The crowdfunding 'proof of co %Dacts potenti

the next campaign. The study also ﬁgjs that a\rhe
$75,000, the marginal effect of%wg ao‘aition 7,
& Roth, 2016). Meanwhi \Shnev [ dig aﬁ} Brettel (2017) emphasize
enhancing the creator-@n'terr?,net rk f@%ture campaign success. Recent

p@n successfully raises
N,
nding.decreases (Kuppuswamy

F &
research on post crm@ndingi Fa; ala, Zantedeschi and Jank (2018)
examined the relationship b ' cret'j%énd the investors. The outcome shows a

¢
positive rela gﬂ@ as the suckess of(t-rjl previous campaign will help the creator's
% NN
future r% t. Onrthe r hanci\when the creator cannot deliver or completely
o

aba e promised project\t%/after-campaign interaction between the two actors

\scontinue. These studies concentrate on reward-based crowdfunding

: puswamy & Roth, 2016; Fan-Osuala et al.,, 2018), and donation-based
owdfunding (Skirnevskiy et al., 2017).



Empirical studies on the impact of post ECF crowdfunding campaigns towards
the firm performance need more investigation. For instance, crowdfunding stuw
Spain and did not specifically focus on ECF. The researchers used the gro@ory
to approach the topic due to the lightness of the data. The study focused'k(amining
the effect of crowdfunding on employment growth from the year 20?2313. Despite
the economic downturn in 2012, the results showed a signific tM]ent of 3,000 in
employments and raised more than five million euros f aﬂYQ;

researchers further suggested future research in the areate,look at thescrewdfunding-

X
employment relationship in other countries fo@rison urp s'(@s &
4
Gonzales, 2016). \/Y‘

Meanwhile, Signori and Vismara (Z@dﬁn thefirms' s)@g/;l or failure
post-money obtainment. According to \ ;ua) 10% out 2 fi@‘that successfully

raised money from equity crowdf@'&g failed. th 8 % survived due to

)
seasoned equity offerings, ad apitzﬂ injection fra@. angel investors, further

offering from an existing @ anl
firms that profession% rs initially

4
However, investors ﬁg{yet to| i

were making huge profits (

&
ubli Q*éering or IPO listings. Also,

acked)p would remain in operation.
5

retugom their investment even though they

chmitt 2016)
¥y

¢
Ther g@)t many stu 'es"onéj s or business ventures that are related to
equity c%k

that i igate the potential ofl\ ic-based crowdfunding for SME sustainability (Ab

‘%\Qt al., 2021). ECF is a new emerging funding tool and is unique because it can
ealize

- \ -
dingn ‘ysia. T&?statement is also agreed by recent researchers

Q the gaps left by the financial institutions, stimulate innovation from the crowd,
d mitigate economic insecurity (Baumgardner et al., 2017). Previous studies on

equity crowdfunding in Malaysia have focused on the opportunity of crowdfunding as

10



a financing tool for a young entrepreneur (Mokhtarrudin et al., 2017), the regulatory
framework of crowdfunding (Abdullah, 2016; Hassan & Zainuddin, 2013), the pP?!M
of shariah equity crowdfunding model (Abdullah & Oseni, 2017; Wahjono X15),
SMEs and entrepreneurs' awareness and perception (Ghazali & Yasuﬁ&ow), the
factors influencing the success of crowdfunding (Rahman et al., Zome effect of
crowdfunding on entrepreneurs' self-belief (Awang et al., 20%. the behavioral

intention to use crowdfunding as a wagf instrument (Tha t al., 2018). The latest

study by Azman et al. (2020) empirically argues that onfine fun inws mobile
X

ificantly/influgncé t@cro-

ed% icro@ﬁerprises

caue? 0 eligi@§~issue when
&

money (credit card), crowdfunding, and P2P lending

enterprises sustainable income. The study also

used mobile money to fund their firm ope

approaching other financial institution\)

The Malaysian crowdfundiqenomen\as}_yev q@*that crowdfunding-

N
related studies focusing on inv% on the risep To pi((i’@e a better understanding
for the entrepreneurs to us Cﬁ,\ayI net al. @) examine the intrinsic and
investlin th

extrinsic motivation of% tors to P @F campaigns. The investor's risk
P 4 %

appetite strongly ;@s t@ to irgs.vand suggests that the entrepreneurs
efficiently manw{ EC j ; ando&'ir customers' satisfaction. In addition,

Wasiuzzam (2019) dete in‘?a t@osﬂy male investors invest in ECF projects

=

- \ - - - - -
compam{t{, alesJF. ',mve@ are very careful in deciding to invest in ECF

projm&h social impact. Th«@bpose that the entrepreneurs and the ECF platforms

S launch innovative projects and adapt to market changes, producing a sound
inancial performance that can attract more investors to participate and take advantage
social networks. However, a study conducted by Wulandari, Saeedi and Meskaran

(2020) argued that despite intrinsic and extrinsic motivational factors, to be more

11



specific, the investors invest in ECF project for better ROE. These past studies do not
investigate the performance of the ECF recipients in Malaysia. T

Studies from abroad examined the performance of the firms' post e%\ents
and investigated the performance from the perspective of shareholder sﬂ&e such as
direct or nominee shareholders (Walthoff-Borm et al., 2018). Sigmd Vismara
(2016) relate the ECF campaigns with the performance of_the . Décarre and
Wetterhag (2014) examine the pre- and post-crowdfund mreilated to equity
offered, amount raised, number of investors, leverage, t prOJect

campaign towards financial performance, sales gro rofit grow aise&@wth

non-financial performance, and employment g nd_thé | ancKjfv~ creating
awareness and supporting entrepreneurial tiv, ofotre catlo@rggtltutlon (El
Talla et al., 2018). Recently, Nasafi, P m n and Sfengianto @O), examined the

intention of use ECF in Jakarta. U random n '}oach the study finds

\
that ECF platform success stx%d om euo e of the ECF projects

significantly attract potentl rs'r sto @Jpatem ECF investment. In
n th ab
o'

Appendix E, earlier st% renced o@ﬂs study are detailed. Section A
N

contains studies on Iay3|an f dlng reas Section B contains studies on
post-equity cro fun Ide o IayS|a

!
The relationship etwe the %l':)ﬁrms and the business intelligence in the
% NN

Malaysi nment.ne be stigated. Previously, a study by Ali, Miah and

Khané?) suggests future re Yc; should examine the association between SMEs
a%g iness intelligence in a real entrepreneurial environment. Their systematic
Q ws analysis argues that founder and management teams need to upkeep with the
chnology. For instance, information management is vital in making a sound decision.

Besides that, the technology interface also creates changes to the existing business



strategy, market strategy, customer preferences, supply chain, supply and demand of

products and services. Unable to be in the mainstream will bring disasterw

organization. (ﬁ\

1.4 PURPOSE OF THE STUDY Y'

The ECF has become an alternative funding tool to thefentrepreneurial
landscape in Malaysia. The Securities Commission Malaysiasintreduced ECF in 2015.
However, Securities Commission Malaysia’s 2019 ann eport diwilat since

ECF inception in 2015 until 2019, only 77 issue ve obtain E':@ding

(Securities Commission Malaysia, 2019). In Mv, studi\egr to Réf are still
nd

uc‘ed inve@eb the post-

performance of ECF-funded firms e icallys' Accordi the@?urce-based view

(RBV) theory, a company needs to wpetitiv - Wr evelopment, resilience,
N
rnalq

and survival require internal esourees to te more opportunities.

in the emerging area. Thus, this study 4mas

Whether corporate or SME MUsiL entity neeé@dequate funds to ensure that
organizational goals ar i ; while Imeeting bus@ss obligations. This study looks
4 ¢ &
at aspects of intern Wrc@ ffirgjal management. Often the failure of
companies, espévsm 'ocia cﬁhith the inability to manage finances
¢

properly. Fi gﬂ@man eme iséneig because liquidity and profitability affect a
@v NN

compan%
iy

abo health status of a b@e’ss and can immediately rectify any problems that
o%\Nhen a company seeks external funding, the results of sound financial
& gement practices reflect the seriousness of its human capital in leading the
siness. Consequently, it boosts investors' confidence and opens up to better

opportunities such as funding or expertise. This study focuses on the financial

andfong- J;n per%ance. Efficient financial management informs



management practices of computerized accounting, financial analysis, financial

planning, and working capital management. According to Wolmarans and

(2015), past studies related to financial management practices are not Imﬂ@’mlar
practices. *

Since this study is point-and-click from ECF alternative f|n¥'|t takes the
initiative of looking at the matter from the point of view of social ¢ I. Social capital
in this study focuses on the influence of social network tesis performance.
According to Kwon and Arenius (2010), social networks,can r aIWnces and

@

opportunities, in turn, increase the value of entreprene d theirbusi ss‘es. wal

tt% ess Q/%'btaining
i riemﬂs. i netw@:so opens up
more opportunities for doing busme@wala 2 le@hat the study of

et al. (2015) and Kuppuswamy and Bayus (20

social networks on the performanc ms in %h '\*'been fully explored,
this latest study hence aims to | e thcf'exte to wh oual networks impact a
firm's performance. \

Past studies ha the im Iorta e bf@nmal systems such as banks on

the performance of mc% atlorgé%etween banks and firms increases

the ability to o in leans ( 2001) and business angels and their
influence co: erfo anc An'deé.au & Lodefalk, 2020; Politis, 2008). Wang

(2013) a%

The study reveale@dt firms that used microfinance loans had better

inedst ft of nt&ofmance lending on the development of SMEs

p% nce in increasing their revenues and net profits. Meanwhile, this current study
tigates the impact of the ECF platform on the performance of ECF-funded firms

d Malaysia.



The entrepreneurial landscape worldwide, including Malaysia, is becoming
more dynamic in line with the rapid development of technology. This technolo?!u
influences the way a business is run (Capocchi, 2019). The sam(g} for
entrepreneurial financing until the creation of Fintech, which includes uropean
Commission, 2020). Thus, the current study investigates how techgology, namely
business intelligence, influences the effectiveness of ECF-@irms' financial

l

It is essential to differentiate between the succ f ob iw and the
@

analysis and planning on firm performance.

success of firms' short- and long-term performance. T mer succe r’ot lute.
In contrast, the latter is vital to ensure develo nd_sustainabi ty. @g firms’

the Yons of their

(<
rve@)

performance of the ECF research Walaysia.\diﬁon Ik{\tudies on ECF can
-:" Z N,

increase our knowledge about t ial o‘? onli i

nan in Malaysia.
RN
N
N
' g
igned té(éeﬁ’p achieve the main objectives and

primary responsibility is ensuring that the suegess firmi m

stakeholders. Therefore, a further objeetive of this stu provide a post-

1.5 RESEARCH QU%E;
The researchﬂetions Ia

purposes of the reSearch. Thi
¢

!
firms with tEi nce of fin ciJ ne-r‘ie;ﬁement practices, social networks, and ECF
rov

platforrr%

the fellowing questions: >
9

%\ What are the relationships between the below determinants and the
Q performance of ECF-funded firms;

i.  Financial management practices (accounting information system,

ms t(t’éﬁestigate the performance of ECF-funded

NN
r, ongt rman@of equity-based crowdfunding firms by solving

financial analysis and reporting, financial planning and control, and

15



working capital management) on the performance of ECF-funded
firms? Y
ii.  Social networks on the performance of ECF-funded flrr%
iii.  Platform providers on the performance of ECF-fundA@x
2. How does business intelligence mediate the relatlonmetween the
components of financial analysis and reporting, a fln al planning and
control towards the performance of the ECF-fu s’7

3. What does the predictive model in thls resear udy xp
L ]

\
I _@
4
\ \/‘T
'1 X
1. To investigate the relatlor&atween th @%rminants on the

performance of ECF- fun irms; Y ,‘\'\
S

i.  Financial m%nt ﬂa tic ccoqg‘?ng information system,
\ &
financial anal g, f

@al planning and control, and

an]
%;tal manage nf) e performance of ECF-funded
4
Y
ii. \S&I ne \Ngthe rmance of ECF-funded firms.

!
hlatfo p“r%e;s @e performance of ECF-funded firms.
\
2({0,#' Vi e m

1.6 RESEARCH OBJECTIVES Y.

The main objectives of this study ar

estig edghng impact of business intelligence on the

relatlonshlp between(iyﬁﬁnmal analysis and reporting, and financial planning

and control towards the performance of the ECF-funded firms.

QE 3. To develop a predictive model of all variables under studied.



1.7 SIGNIFICANCE OF THE STUDY

Due to the rapid development in technology, mainly digital technolow

o

approach to do business has changed. The market population for the f|@§als

o))

changed (Capocchi, 2019). For example, social media's ianuenCExq; had
considerable impact on entrepreneurial funding, such as the emerg Wlnnovatlve
financial actors (Bernardino et al., 2020). As a result, there more funding
opportunities for entrepreneurs, such as crowdfunding (B &:I, 018) and ECF
(Coakley & Lazos, 2021). Crowdfunding has a substantiahintern iowt that can
solve entrepreneurs' capital deficiencies (Galliers et 12). Thus, c v'df_&ﬁa}ng is
concerned with the potential to materialize the o ty and’s of st Kj?fzups that
%\‘T

rellé‘f crowdfunding,

need a solid foundation.

With the vast opportunity t% er the
aI ma

specifically equity crowdfunding, fi

na |s (;Q\ésubject in the firm's

N
managerial process. It ensureaésn:%ynmal <E(éﬁth Thus, this study is

s fi
significant as it will provide em |call( from f\l;emerging economy. It is of
I

further importance d ack of i es‘cig@n on the impact of financial
4 $ &
management practi nd f|na \Cha cteriéﬁcs on firms' performance, which have

uity @v’dfunding.

¢
ancia m{naeéa?ent practices have been recognized in

successfully raised money t

Even G@h fi
develop%k devel

i s coun&ks, often SME financial management is
und ated in conventlon@nmal management texts (McMahon et al., 1993).
I% sia, the adoption of financial management practices among Malaysian SMEs

: Il lackluster (Harif et al., 2010). Most financial management studies concentrate

working capital management in corporate firms (Mohamad & Saad, 2010;

Zariyawati et al., 2010) and religious organizations (Adil et al., 2013; Said et al., 2013).



With the emergence of ECF as a financing alternative for start-ups and SMEs

in Malaysia, it is necessary to investigate the financial management practices

ECF-funded firms. Moreover, the concept of ECF resembles corpor@ance

(Coakley & Lazos, 2021). -\

The gap in the knowledge of financial management practices and financial
characteristics of SMEs needs to be addressed. Therefore, b eMrevious studies
and acknowledgement of this gap, a study on the impa aY;cirl management
practices and the performance of equity-based crowdfun firmsjis W‘A model
veloped a s’eq\CF}uY; it

ial man t pt@-ées from
the Malaysian perspective. Furthermore&previous uiudl that @Ed on the

of the impact of financial management practices will

will contribute to the additional knowledge abo

emergence of ECF as a source of at'De finance sca@xThis study will
investigate the performance of ECF@sed firms._\_ T ,<\

N,
A study that investigal%’npacﬁ of financia nagement practices on
X&m &)
0

avato lo *éut for future policies of ECF

performance is evidence thai; I aT
as a viable, sustainab% ding financing fonxDSMEs. To the practitioner, the

4 ¥ o
findings will distr@wl@ mod inancial management practices that
is suitable for % hichwi 'o ap@ch equity-based crowdfunding for the
¢

benefit of th i‘@ness. 0 hi er‘ﬁcaeg;r?ic institutions, the findings will help in the
%f NN

enhancement ofentreprene il cou@ and subjects. To the Government, the findings

will jﬁustrate the uniquene@crowdfunding which will motivate the provision of

S \&training to the existing entrepreneurship and incubator programs. These
rograms provide SMEs, especially start-ups, with up-to-date technology. The

novative technology assists SMEs to deal with the current entrepreneurial
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environment that changes very fast. These incubator programs also support SMEs with
financial assistance (Aldammagh et al., 2020). Yv

This study investigates social networking and ECF platforms @s rnal
resources. However, organizational strategy is one of the core cments that
promote the growth of any firm (Ismail & Mat Zin, 2009). Key factmt influence
the firm's success and failure are divided into two; internal a dwal factors. The
internal factors include, but not limited, to the labor forc Xe.rlal competencies,
and the accounting systems employed. On the other han e ex rr’h&[@ds include

Ay

the accessibility of reliable financing, government vention a dic_’&ée}rival

competition, technology advancement, clima ge, and omi@nditions

01@%9% that studies

@\till lacking. Several

(Padachi, 2010).

From a social network perspeCtive, i’myez et
linking the network and performan%SMEs I %/si

N
studies linked networks and SM%Aalaﬁia, sueh«as tr@search by Ahmad et al.
&
entrepr

(2018) which connects SMF* m wl @ and firm performance. The
results show that the ne% cts thelperf m&no@f the firms significantly. Another
4

£ &
study by Kamarudakial. (ZP \Feu d ntﬁmﬂdng as the main factor motivating
ur aft

women entreprf\ 'ness.d}&'fhe same time, Dodd and Keles (2014)
¢
also highlig &)two ingh be'enéaical focus in OECD meetings. The findings

NN
from th% g revéal t ‘petwa%\capability improves the performance of SMEs

Y-
invouﬁunderprivileged e@?eneurs such as young people, the disabled,

i ts, the unemployed, ethnic minorities, age-related, and women.
: There are also past studies that link the ECF and networks (Lukkarinen et al.,
16; Nitani et al., 2019; Vismara, 2016). Troise, Tani and Jones (2020) argue that

research on social network concerning ECF need further exploration. Therefore, to
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balance the potential of networks and the lack of previous studies in the literature, the

current study deems it necessary to investigate the relationship of social network

newly emergent ECF in Malaysia. The lack of research on networks a@s in

Malaysia opens up many opportunities for researchers to study their on firm
performance. ?
When the Covid-19 pandemic struck the world, most of the routines of the

caused economic insecurity (Baker et al., 2020). To redu e impact'of the pandemic,

countries, individuals and organizations were disrup#&, 2('20), and it has

23
Malaysia imposed the movement control order (MC riction starting 'ro‘@arch
18™ 2020. Due to this MCO, people started worki m % st a,ll\ﬁ]'sinesses

i cause@xr.epreneu rial

0 tf@%bernation of the

and banking sectors, either public or privat% lo
ventures and firms unable to obtain Ing_assistance

ordinary channel (Didier et al., ZOZO%ertheles,\nﬂ%re eurs nd businesses could

N
raise the funding needed via cra%ﬁng atfor &(Mg'z:g& Papiasse, 2020). This
signals the potential of ECE_cro fuT' I alays@that needs to be studied. It

further shows the signi% well asithe 't'i{/a' factors to undergo the research.
d &

Therefore, this st@u y ir'| M dinv Q;i.gated the impact of the ECF platform

an

on SMEs’ perfo NS
& | o S
1.8 SC@ LI 'JON‘?PrHE STUDY

is research is against the’background of the ECF phenomenon in Malaysia.
4 G4

' mechanism of entrepreneurship financing is seen as potential for firms,
specially SMEs, to meet financial needs, mobilize plans, exploit opportunities, and
hieve entrepreneurial objectives. Respondents in this study are founders and

managers who can make decisions in the company (Haleblian & Finkelstein, 1993;

20



Lekhanya, 2016). These companies must be registered with the Companies

Commission of Malaysia (SSM) and have successfully raised money through

based crowdfunding from 2016-2019. This study measures the variables tr%\es in

measuring the firm's performance, which means that the analysis is don medium

level rather than the micro and macro levels of those variables. Whis study uses

Resource-Based View (RBV) as the underpinning theory. In addition, this study also
o

adopts the Signaling Theory, Financial Bricolage Theory, pital Theory to

better explain financial management practices, the inf e of soc orks, the
@

. N . A

impact of ECF platforms, and the use of Bl in dism g the perf arice_{éCF-

funded firms in Malaysia. The stages of this stu ep% idure 1\1‘3~

é\‘?

Chapter 1 Chapter 2 Chapter 3
: Research Literature
Introduction Coangit 0} S
\ <3-
oY S
Chapter 4 i Chapter 5 Chapte.r 6
Research Analysis & |——> Conclusions,
Methodology Discussions Recommendations
- — s - & Future Research

|
%Q' J" "ure)l.ig;/ucture of the Thesis
g
AV T

NCEPTUAL AND OPERATIONAL DEFINITIONS

Q The conceptual and operational definitions are provided to enhance the clarity

of the terms used in this study. The terms are as follow.

21



1.9.1 ECF-funded firms

The operational definition depicts the ECF funded firms is the success% ers

of ECF in this study are referred to the ECF-funded firms. 3 )
1.9.2 Firm Performance \,:

Conceptually, firm performance is defined as their thy to lead to the

creation of employment and wealth and ability to survi S tair@yrg etal.,
2002) that refers to the process of determining tapwhich™ extent t i Qﬂvity
5% | &

accomplishes its goals (Larsson & Kinnunen, such a§ m thly‘?'}werated

' 4

revenues of the firm (Lucas, 2017). It has alg been M d as tl%rocess of
measuring the effectiveness and efficienc@ activi

ude %).
Operationally, this study identifies afirm’'s-perf

to survive, grow, continue operati n,)r %u%yh pqi)msrmance includes both
o
financial and non-financial peﬁ&' es. A‘&
\oll IFINS

S
1.9.3 Financial Performan \o' “C}/

Conceptu@nci Ilnana ment<Q ormance is described based on three

N
aspects; assets@h&em t,«deb ?iag t, and the main one which is profitability.
Profitabili@ermin by the ew equity (ROE) (Bharadwaj, 2000; Dedrick et
’
l., 2003;

al. & Hos no,"ZO.l\S,X'return on assets (ROA) (Alfredo et al., 2013;
MiﬂQ t al., 2010; Sam &Wﬁlc;?shino, 2013), and return on investments (ROI). Debt

ment is calculated by total debt to equity or TD/TE, and long-term debt to equity
OLTD/TE. On the other hand, asset management is determined by receivable turnover

or TR/S (Li, Moshirian, Nguyen & Wee., 2007; Sam & Hoshino, 2013), total assets
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turnover or TA/S, and inventory turnover or TI/S (Asheghian, 2012). Meanwhile,
Décarre and Wetterhag (2014) measure financial performance based on sales gw
profit growth, and assets growth. In addition, as the performance indicator,ﬁ%&ance
of liquidity and profitability is essential (Ehiedu, 2014). *
Operationally, this study measures financial performance basedyon profitability

that include ROA, ROE and sales growth. V

1.9.4 Non-Financial Performance .\d
™

Conceptually, Perera, Harrison and Poole (19 gue that fi rinuitb}able

eflect theimbusines strategy.
(o gubiings

=

to foresee and accommodate performance meas

The non-financial performance includes ﬁro (Ban@evt& Jesenko,
2016; Decarre & Wetterhag, 2014; Kew er @‘ﬁhction (Gupta &
Zeithaml, 2006; Ittner & Larcker, 1@')Li &0) S}KI" al (Sandberg et al.,
2002), ability to pay back the | nd al@l\e firm size and success

or failure of the firm (Anyach(e- I. r
Operationally, % investigate thé mEfinancial performance that later

Sy’ ¢
oy

will contribute to th&fqn perfl) \tse hus% study uses customer performance

measures as the@s of h:'icial rmance.

:? 5! (Jc.,
1941 @:peﬁ e é\\

Amceptually, custome@‘grmance measures include customer satisfaction
t Xs to the extent in which a customer realizes that the service or product provider
@ ulfilled the customer's basic needs (Reed & Hall, 1997). The provider who meets
e customer's satisfaction and in return, receive the customer's loyalty which is then

reflected in its profit. In most customer satisfaction studies, the standard principle
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displayed is used as a performance indicator. Measuring customer satisfaction must be
done continuously and not a one-time process (Cengiz, 2010). Additionally, cu
experience can be identified using four dimensions; location, staff attribu@etic
perception and tangible and sensorial experience, and the positive influ ustomer
satisfaction (Ren et al., 2016). Meanwhile, Kasim and Minai (ZOOWr customer
performance to the growth of existing customer, repeat custo eMtomer lifetime
value, new customer and customer survey rating and custo mY&lb’lity.

Operationally, this study, defined customer per nce as Wactivities

o
that connect with increasing new customers, man@stomer satisf ct’o@alty,
and new referral. 4 i

Yv \ NV

S&'
: : % W &
1.9.5 Firms (Small and Medium Enw O

Conceptually, SMEs in Mal s define al q@\Medium Corporation
N,

Malaysia is based on the annuaué or tme nu eaof%‘;?anent employees. SMEs

are defined as firms with S t ovl: r man uring sector not exceeding

RMS50 million oranu I-time empl ees mb’xceeding 200. SMEs are defined
4 ¢ &
as firms with sales Wer fo'r \er i fid/other sectors not exceeding RM20
@N i

million or the nl&

i)loyéfot exceeding 75 (SMEinfo, 2018).

isgtu@ e refer to the equity crowdfunding funded
N

S oé??ms, and the number of full-time employees as

b 4

defiwASmall and Medium oration Malaysia.
cay

Oi Financial Management
Conceptually, financial management is concerned with coordinating the firm's

financial resources. The coordination involves planning, directing, and controlling
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mechanisms (Gitman, 2007; Weston & Brigham, 1996). It deals with financial decision
and investment decision (Gitman, 2000).

Operationally, this study, refers the financial management au\shmg,

directing, controlling, monitoring, and organizing the firm's financi rces for

better decision making to produce reliable financial information. Q
1.9.7 Financial Management Practices z '

Conceptually, financial management practices to ew used to

@
o achieve t 'irﬁr;{o'als

en%' mcl@werking
countjé\g;formation,

ial m@ement expertise,
and financial advice (Hailu & Venk@sarlu, 2 \Y
N,
Operationally, in this inanf\al nage practices refer to the

&
procedures or approach m tI e firm @ include working capital
management, financial% g an
accounting informa th/stemI
managed comp 'r&,ﬁndt i obje:é'eé are met.
‘PK: ’ J (.)
:

manage the firm's resources efficiently and effecti

(Chung & Chuang, 2009, 2016). Financial

capital management, financial reportin \%
&mﬂ

investment appraisal, capital structur ageme

>
—

Amceptually, accounti@#ormation system as explained by Munteanu, Zuca
@ (2011, p.63), “The accounting information system is the set of assumption
oStulates, principles, norms and evaluation rules of an organization by means of which

e economic-financial operations are processed through accounting technical

instrumentations. The accounting information system identifies correlates, calculates,
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analyzes, registers, and provides all information regarding transactions or events that
took place in a management center, given a certain time period. This system
identifying, analyzing, calculating, classifying, registering, and runnin@over
events and transactions. The accounting information system is influenc e nature
of the activity and its operations, by its size, by the volume of proces ata, and the
management and external users’ information necessities”. V

Operationally, this study defines an accounting Y;or system as a

computerized system used to facilitate collecting, recor and nWhe firm's

financial data. é J _\‘—}
P 4

Y' \ \/‘z~
T
1.9.7.2 Financial analysis and reporting \, é
Conceptually, financial report@nalysis

auditing, and reporting the firm's fi ial data \3& )<\

N,
Operationally, in this st%ncia reporting azo alysis refer to an act of

ortin he firm's financial matter.

collecting, recording, analy auditi r
% T N
4 ¢ &
1.9.7.3 FinancialKing anci é_)
Concept% inanei 'ning(:;%ﬂ control purpose is to assist the
¢
managemenE iﬁﬂawtifyi g cos -béﬁe@a tivities that give an advantage to the firm,
t

N
especial% begighi e of a&bn undertaken. These include budgetary control
\ 3 | |
and ility to forecast for @ext three to five years (Churchill & Coster, 2001),

d%&etween two or more alternative options, project the action plan for contingent
Vi

6 s, monitor the actions taken via performance measurement (Greenwood, 2002).

Operationally, in this study, financial planning and control refer to management

action and the ability to strategically choose between alternatives, prepare budgetary
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control, forecast for the future and implement accordingly, check the performance and

X
O

Conceptually, working capital is defined as the cash available tafmeet the firm's

take remedial measures for variance.
1.9.7.4 Working capital management

daily operations. It also refers to the difference between current asSets and current
liabilities (Eljelly, 2004). Working capital management ( zers 'o managing the
firm's overall activities that are related to cash receipt andddisburseme erman &

o | oY
Wagstaff, 2009), which significantly creates value fo firm's shar Ic'sr&@ln &
of WCM i Iud\b/gf are not

Soenen, 1998; Stretcher et al., 2013). The co

limited to inventories, cash and bank balaﬁ@ ceivﬁlble ccoun&d payables
accounts (Ullah et al., 2018). \: , CS«

Operationally, in this study,@sing cap %la I)@'t refers to managing
N,

the firm's current assets and cur. iliti

sheet. \

mined from the balance

o,
~—*
=
2
£
o
®

fers (SSHe founder/managers’ third-party social

Conceptwl< cial
g ‘

!
iudici et ak ZﬁB(EA?IIick, 2014; Zheng et al., 2014), including

network con

\
family f%kupp@ a ;( Baytg2018; Ordanini et al., 2011) that affect funding
outc and as the reIations@hat exists in the crowdfunding ecosystem between

t Mer and the platform provider (Liao et al., 2015) which is capable of generating

@ rtunities among them (Huber, 2009).
Operationally, the social networks in this study refer to networks that emerge

from the founder, top management and network that emerges after the founder-platform
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relationship is created. These include family, friends, business allies, social media fans

and followers, platform's networks, such as existing investors registered with trw

platforms and the platforms' business allies. (q\

1.9.9 Equity Crowdfunding Platform Q

Conceptually, licensed equity platforms registe‘eNer Securities

refere licensed
‘X

equity platforms registered under Securities Com ien Malaysi a’ a&f«}s the
4

Commission Malaysia (Securities Commission Malaysia,

Operationally, the equity crowdfunding platfo

intermediary between the issuer (fund raiser) a nder. \S
1.9.10 Business Intelligence \ O

Conceptually, business int@?ce is \hedTas ,Q‘r’ocess that combines
ib&_sy N

culture, technologies and polici%i &1 lyzi g4an2§31ipulating the collected

data (Foley & Guillemette, O\Oht Fa@?m?) refer to it as the group

of experts and mecha d to transfor, dav@ta into meaningful information,
4 $ &

whereas Miah (201 bels it T \‘he.t rmatiéﬁ.system. All these definitions lead to

the primary purpose that is 'aluattéﬁformation that can be communicated,

¢

create know!:%nd help to antt/a%emerging issue (Ajah & Nweke, 2019).
a

Y
% ally g this sStudy ines business intelligence as the information

techngm system that is us@ transform, process, integrate, store, analyze and

r the raw data into useful information that can be used in making sound

&Eion at any circumstance.
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1.10 CHAPTER SUMMARY
The study's topic has been outlined in this chapter. Starting with the

background, the problem description, study gaps, research questions and o ives, th

(¢]

study's importance, the study scope, and limitations. The operational deﬂ&ns for the

inspected variables were created in this study. Q
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