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CHAPTER 1: INTRODUCTION

This study is a study of the use and analysis of accounting and non-accounting
information in equity-based crowdfunding. The motivation, objectives, research

questions, research design, and research contributions are also introduced.

1.1 Motivation for the Research

Startups® and small and medium enterprises (SMEs)? drive economic growth,
foster economic recovery and innovation, and fulfill business ecosystems. One major
impediment to the formation and growth of startups and SMEs is the lack of financial
resources. Crowdfunding is an internet-enabled way for businesses to raise money.
There are four types of crowdfunding model: reward-based, donation-based, lending-
based, and equity-based crowdfunding. The present study focuses on equity-based
crowdfunding, in which firms offer equity stakes in exchange for financial resources to
start or expand their businesses.

Prior research on crowdfunding between 2006 and 2016 generally studied
lending-based and reward-based crowdfunding, (31 and 25 percent respectively); only
8 percent explored equity-based crowdfunding (Kim & De Moor, 2017; Moritz &
Block, 2016). Most academic studies focused on the determinants of successful
donation-based and reward-based crowdfunding campaigns (Koch & Cheng, 2016;
Kuppuswamy & Bayus, 2015; Marom, Robb, & Sade, 2016; Mollick, 2014). None
investigated equity-based crowdfunding (ECF) in terms of using accounting and non-
accounting information from the perspectives of fund-seekers, investors, and platform
operators.

Investigating the use of accounting and non-accounting information by the three
parties of the ECF, fund-seekers, investors, and platform operators, is important.
Accounting information in this study refers to quantitative, formal, structured, and

numerical information, as well as complete or partial financial statements, the statement

! Startups refer to a group of individuals or small business organizations established with few personnel and
resources, but they have ideas and innovation (http://www.industry.go.th/).

2 SMEs refer to companies with paid up capital in the accounting period not exceeding THB 5 million and revenue
from sales of goods and services in the accounting period not exceeding THB 30 million (http://www.rd.go.th/).
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of financial position, the income statement, and the cash flow statement of the company
(Belkaoui & Cousineau, 1977). Accounting information also includes the company’s
financial forecasts because they have predictive value and can help to identify future
trends of the business, i.e. financial and revenue models and projected revenue
estimates (Bruns, 1968). Non-accounting information refers to qualitative, narrative
and future-oriented prose that relates to business data, such as the firm’s competitive
advantage, marketing plans, and the description of the team, which affect
decision-making (Belkaoui & Cousineau, 1977; Bruns, 1968; Kirsch, Goldfarb, &
Gera, 2009). Any other information that is not related to business data, such as the
entrepreneur’s facial trustworthiness and fund-seekers’ renowned family name, is not
included in this study. This is considered as one of the limitations of the study. Fund-
seekers tend to overstate the value of their firms, whereas investors cannot observe the
firm’s actual value. This information asymmetry results in an adverse selection problem
between fund-seekers and investors. The asymmetry in ECF might be more severe than
that of traditional capital markets because investors may not be able to obtain reliable
financial information. The operator of the ECF platform creates opportunities for fund-
seekers and investors by matching their interests, serving as a communication medium,
and establishing rules and guidelines to promote good governance for ECF investment.

An ECF platform that is approved by a regulator has the potential to enhance
trustworthiness and reduce the perceived uncertainty in ECF. This study investigated
two ECF platforms approved by the Securities and Exchange Commission of Thailand
(SEC). The first platform, called “LIVE”, is owned by the Stock Exchange of Thailand
(SET). The LIVE platform, approved by SEC on October 24, 2017, is operated by
LiveFIN Corp, Ltd., with 99.99% of the shares held by the SET. The second platform,
“SINWATTANA Equity Crowdfunding”, is not affiliated to any regulatory bodies. The
“SINWATTANA” platform is run by the Phoenixict Co., Ltd. and approved by the SEC
on November 8, 2018. The SINWATTANA platform focuses on 8 business categories
for ECF campaigns: biotechnology, climate assets, communication information,
cultural heritage, health & wellness, manufacturing, natural science, and science
technology.

The present study aims to fill the information gap in the ECF by identifying how

accounting information can be used to promote an investor’s decision on ECF



investment. These findings can contribute to the Thai economy because startups and
SMEs are among the main drivers of employment and GDP (OSMEP?® and GEM*).
Hence, ECF can be a key mechanism to propel the nation's economy into the new era
of Thailand 4.0.

1.2 Research Objectives
This study analyzes accounting and non-accounting information related to ECF
investment from parties with key involvement. It explores whether and how ECF
platform operators can mitigate information asymmetry between fund-seekers and
investors. Furthermore, this study investigates accounting and non-accounting
information that is used by fund-seekers to attract investment through an ECF
campaign. The study also examines the accounting and non-accounting information
used by investors in ECF campaign investment decisions.
Therefore, the research objectives are as follows:
1. To analyze the accounting and non-accounting information that is used by
ECF platform operators in the fund-seeker and investor selection process
2. To investigate the accounting and non-accounting information that is used
by fund-seekers to attract ECF investment
3. To examine the accounting and non-accounting information that influences
an investor’s decision on ECF investment
4. To identify the key accounting information that influences fundraising in
the ECF environment
5. To evaluate whether the characteristics of investors based on their

corresponding bias will affect investment decisions in the ECF environment

1.3 Research Questions
To achieve the objectives of the research, the following research questions have
been developed:

The main research question is:

3 The Office of Small and Medium Enterprise Promotion (OSMEP), Annual Report, 2015 (http://www.sme.go.th/).
4 The Global Entrepreneurship Monitor (GEM), Global Report, 2015 (https://gemconsortium.org/report/49480).
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- How do fund-seekers, investors, and ECF platform operators use and
analyze accounting and non-accounting information in the ECF

environment?

Four subsidiary questions were developed to support this major question as
follows:

1. How are accounting and non-accounting information used by the ECF
platform operators in the fund-seeker and investor selection process?

2. How are accounting and non-accounting information used by fund-seekers
to attract ECF investment?

3. How does the analysis of accounting and non-accounting information
influence an investor’s decision on ECF investment?

4. How are investor’s decisions on ECF investment affected by investor bias?

The main research question was developed to assist the researcher in exploring
the use and analysis of information in the ECF environment. The first three subsidiary
questions assisted the researcher to explore the phenomenon of ECF investment
in-depth. The last subsidiary question included investor bias in the ECF environment.
All of these questions were asked to gather knowledge to understand the information
types that are used in retail investor decision making in the ECF environment.

1.4 Research Design

Two phases of the study were proposed in the present study. The first phase was
a qualitative method with in-depth interviews to identify the framework of accounting
and non-accounting information used by different ECF involvement parties. The
second phase employed an experimental method to provide an initial validation of the

framework found in the first phase.

1.4.1 The First Phase: Qualitative study
Based on suggestions by Turner Il (2010) and Guion, Diehl, and McDonald
(2001), in-depth interviews are most appropriate when a researcher wants detailed

information about a person’s thoughts and behaviors when he or she faces new



situations. The researcher, thus, needs to ask open-ended questions and additional
probing questions to elicit deeper information from the participants. The nature of the
open-ended questions not only allows the participants to fully express their points of
view and experiences, but also explores the respondent’s feelings, emotions, and
reactions to the questions deeply. Moreover, in-depth interviews provide a more relaxed
atmosphere in which participants may feel comfortable conversing with the
interviewer.

This study collected data by employing one-on-one semi-structured interviews
and a snowballing technique to gather data from multiple sources to provide a
comprehensive view of the main parties (1-7) involved in the Thailand ECF context.
Interviews were conducted with the representatives of equity crowdfunding regulators
including (1) a senior officer of the FinTech Department at the Securities and Exchange
Commission (SEC). ECF platforms included (2) a director of the LIVE platform, (3) an
assistant director of the LIVE platform, and (4) CEO/Founder of the SINWATTANA
platform. The fund-seekers were (5) three CEOs/MDs of firms that are involved in the
LIVE platform, and (6) a CEO of a firm involved in the SINWATTANA platform. The
investors included (7) 15 potential investors who had experience investing in
startups/SMEs. This study followed the in-depth interview guidelines from Guion et al.
(2001) and was broken down into seven information gathering stages : thematizing,
designing, interviewing, transcribing, analyzing, verifying, and reporting.

In summary, the data were collected from September to December 2019. Each
interview session lasted between 50 and 80 minutes, and the total transcription duration
was 200 hours. A total of 23 interviews included four main groups of participants, of
whom 15 were male and 8 were female with an average age of 42 years old. Investors
included 15 potential investors who had investment experience with an average of 16
years in SET, startups, or SMEs. The interview findings are considered imperative to
develop a conceptual framework and the experimental study explores the conceptual
framework in the second phase.

1.4.2 The Second Phase: Experimental study

The second phrase helped the researcher to investigate types of information that

influenced investors’ decisions on ECF investment. It also helped the researcher to

evaluate the relationship between the information and investor decision making based
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on investors’ corresponding bias. This phase was separated into two continuous
experiments. The participants in the first experiment were 90 MBA students who had
an average working experience of 7.17 years. Among them were some with significant
management experience. The average percentage of respondents who had attended
financial reporting courses was 93.33%, and the average percentage of respondents who
had attended fundamental accounting courses was 94.44%. Furthermore, the
participants in the second experiment were 30 MBA students who had average working
experience of 14.37 years. Among them were respondents with high-position
management experience. The average percentage of respondents who had attended
financial reporting courses was 90%, and an average percentage of respondents who
had attended fundamental accounting courses was 80%. Therefore, all participants in
both experiments met the criteria that Elliott, Hodge, Kennedy, and Pronk (2007)
suggested as being the proxy for non-professional investors.

In sum, the interview phase helped the researcher to identify the key information
which was used by platform operators and fund-seeker companies in the ECF
environment to answer research questions 1 and 2. The experiment phases 1 and 2
helped to examine the types of information and investor bias that influenced retail
investor decision making in ECF investment to answer research questions 3 and 4,

respectively.

1.5 Contribution of Research
This study is expected to make several contributions to academics and

practitioners as follows:

1.5.1 Academic Contribution

Firstly, most prior studies in the ECF were archival studies whereby this study
is one of the first studies that analyzes the accounting and non-accounting information
in the ECF environment by using mixed methods (qualitative and quantitative). This
study can add theoretical literature on ECF by revealing the qualitative characteristics
of accounting information that influence investment decisions in the ECF environment.

Secondly, existing crowdfunding literature has extensively focused on the key
success factors of fundraising campaigns. In addition, a few studies focused on

asymmetric information in crowdfunding, especially reward-based crowdfunding.
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However, this study is among the first studies to investigate information asymmetry,
particularly adverse selection in the ECF by analyzing data from key involvement
parties in the ECF, including fund-seekers, potential investors, and the ECF platform
operators. This can bridge the gap in the findings by Courtney, Dutta, and Li (2017)
which focused on non-accounting factors such as media usage and the founder’s track
record and Belleflamme, Lambert, and Schwienbacher (2014) which focused on the
product development stage. Both studies were able to reduce asymmetric information
in crowdfunding. This study, however, adds key accounting and non-accounting
information that can help to mitigate information asymmetry between fund-seekers and

investors in the ECF literature.

Finally, this study can fill the gap between ECF and investor behavior literature.
Although Wallmeroth (2019) investigated investor behavior in a German equity
crowdfunding platform, the study focused only on the gender of investors and the
amount of investment. On the other hand, this study provides unique insights into
investment behavior, in terms of cognitive errors and emotional bias, which relate to

retail investor decision making in the ECF environment.

1.5.2 Practitioner Contribution

Firstly, most prior research focused on the determinants of successful
crowdfunding campaigns which collected data from crowdfunding platforms (Hornuf
& Schmitt, 2016; Mollick, 2014). All of the information disclosed on the platforms
came from the fund-seeker and platform perspectives. They considered the type of
information that should be presented or disclosed to investors based on their experience
and the regulations. This study can bridge this gap by investigating the key accounting
and non-accounting information from the investor perspective. Therefore, the findings
of this study can help platform operators to increase fundraising by providing
symmetrical information for fund-seekers and potential investors.

Secondly, the findings lead to systematic collaboration between accounting and
non-accounting information in the decision making of ECF investors. Investors who
are interested in startups or SMEs will have guidelines to identify fund-seekers who
have excellent business ideas, or smart SMEs with new technologies who are confident

and passionate about their products or services. At the same time, entrepreneurs will
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have the opportunity to attract funding for their projects by providing relevant
information.

Thirdly, the findings of this study support prior study which found that financial
statements are important. According to Shafi (2014), one of the key factors influencing
retail investor behaviors is accounting information, including the past performance of
the company and its financial position. This promotes good governance as the both
LIVE and SINWATTANA Thai ECF platform operators require firms to provide
audited financial statements. This study also provides insights into the use of accounting
and non-accounting information that influences investment decision making in an ECF
context. Consequently, ECF platform operators can use this information in the fund-
seeker companies' screening process.

Finally, this study can be directly beneficial to ECF regulators in Thailand. The
ECF regulators should find a balance between the amount of investment and protection
for investors. Most investors in this study indicated that regulators should not limit the
investment amount for retail investors. These retail investors are aware of, and accept,
the risk before investing. Furthermore, they think that investing with a limited amount
of money makes the ECF less attractive. On the other hand, many participants agree
with the regulators in regard to limiting funding because young business firms often
have problems with business continuity and sustainability in business operations. It can

prevent massive losses by limiting investment in the ECF environment.

1.6 Structure of Research

The literature review is presented in Chapter 2, along with the gaps of the prior
research. In chapter three, the description of the research design provides details about
the interview and experimental procedures, the development of a conceptual
framework, the sample selection, and data analysis. Chapter four presents the empirical

results. Finally, chapter five presents the research conclusions and implications.
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CHAPTER 2: LITERATURE REVIEW

This chapter reviews the literature related to equity-based crowdfunding, type
of information, and behavioral finance from both the academic and practitioner
perspectives. The chapter begins with a discussion on the financial constraints for
startups and SMEs, followed by the types of crowdfunding, and the investment
threshold models for crowdfunding. The types of information, information asymmetry
theory, and behavioral finance based on investment decisions are then discussed.

2.1 Startups/Small and Medium Enterprises (SMEs)
2.1.1 Funding Access for Startups and SMEs

Small and Medium Enterprises (SMESs) have difficulty in obtaining loans from
traditional financial institutions (OSMEP, 2015). They often lack tangible assets to be
used as collateral when they apply for a loan (Mason & Stark, 2004; Tomboc, 2013).
Loans are often denied, which leads to a serious financing constraint for startups and
SMEs (Batra, Kaufmann, & Stone, 2003). As demonstrated in Figure 2-1, besides the
high-interest rate, collateral is the second-highest financing constraint facing startups
and SMEs.

Figure 2-1: Proportion of firms indicating general financing constraints
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Source: Adapted from Batra et al. (2003), “The Firms Speak: What the World Business Environment
Survey Tells Us about Constraints on Private Sector Development”, (pp. 5).
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The global financial crisis in 2008 led to several bank failures, and new capital
adequacy regulations for banks have been launched as a consequence. For this reason,
banks have become increasingly reluctant to grant loans (I0SCO, 2015)°, in particular
to startups and SMEs. Many startups and SMEs require continuing financial resources
to keep their businesses going. Tomboc (2013) and the Federal Reserve Bank of New
York (2016) reported that half of the firms in the US sought external financial funding
for three main reasons: expanding the business for new opportunities, taking care of
operating expenses, and refinancing.

The Federal Reserve Bank of New York (2016) also reported that 28 percent of
loan applications by startups and SMEs were not approved. Moreover, approximately
69 percent of startups obtained a smaller loan than they requested. Therefore, funds
from families and friends, as well as founders’ savings were found to be primary
sources of funds. The ESM (2016) revealed that the most frequently employed source
of funds for startup firms was the founders’ savings, family and friends, government

subsidies and business angels, respectively as shown in Figure 2-2.

Figure 2-2: Source of funds for startup firms

Founders' saving

Families & Friends

SOURCING OF FUND

Governmental subsidies

Business angels

0 20 40 60 80 100

PERCENTAGE

Source: Adapted from The European Startup Monitor (2016), (pp. 76).

5 The internal organization of securities commissions, Crowdfunding 2015 SURVEY RESPONSES REPORT, 2015
(https://www.iosco.org/library/pubdocs/pdf/IOSCOPD520.pdf).
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Besides funding issues, startups and SMEs encounter many problems in their
business operations, especially when they try to launch innovative products and expand
their businesses to new customer markets. Freeman and Engel (2007) and lhua (2009)
revealed that startups and SMEs usually faced financial problems, high operating costs,
fewer employees, management inability, less brand value, fewer alliances, fierce
market competition, undefined organizational structures, poor accounting systems, and
incomplete business processes. Consequently, startups and SMEs have higher failure
rates than larger and older companies.

Similarly, Krishna, Agrawal, and Choudhary (2016) used various data sources,
identified factors contributing to success and failure, and employed data mining
techniques to predict startup failure. It was found that 9 out of 10 startups failed (by
industry standards). The survey by CBINSIGHTS (2018)° also indicated the reasons
for failure which included lack of product guality, bad management, and lack of funds.
In contrast, successful firms are more likely to overcome the aforementioned problems.
Apple, Facebook, Google, Twitter, Airbnb, and Uber are obvious examples that
developed their ideas into billion-dollar businesses. Such successful firms rely on
financial support and their owners’ abilities. Oppong (2015) identified two reasons that

led to company failure: founders give up and businesses run out of money.

2.1.2 Startups/SMEs in Thailand

Startups and SMEs are one of the main drivers of the Thai economy. OSMEP
(2015) reported that the total number of SMEs in Thailand at the end of 2014 was
2,736,744 or 99.73% of the total number of firms in Thailand. Over ten million people
(10,501,166) were employed by SMEs which was approximately 80.3 percent of total
employment in 2014. Similarly, the Global Entrepreneurship Monitor (GEM) (2015)
reported that SMEs in Thailand accounted for 37.4% of the country’s gross domestic
product, which was equivalent to THB 5,742,000 million.

The 2017 Techsauce report’ revealed that Thailand’s startup businesses grew

rapidly, and there were over 1,500 startups in various sectors in 2018. Also, the report

6 CBINSIGHTS, The Top 20 Reasons Startups Fail, February, 2018 (https://www.cbinsights.com/research/startup-
failure-reasons-top/).
" Thailand Tech Startup Ecosystem Q1, 2017 (https://techsauce.co/report/thailand-tech-startup-ecosystem/).
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showed that fundraising in Thai startups rose continuously from $1 million in 2011 to
$86.02 million in 2016. Between 2012 and 2017, venture capital investors (VCs)
invested at least $311.778 million. Despite the increasing number of startups and
funding sources, startups and SMEs in Thailand still faced financing constraints as
presented in Figure 2-3. The major financing constraint for Thai startups and SMEs was
the amount/value of collateral, which resulted in the denial of loans by traditional
financial institutions. Therefore, Thai startups and SMEs need to turn to alternative

sources of finance.

Figure 2-3: Major financial constraints for Thai startups and SMEs

Amount / Value of collateral

Terms of payment (interest + period)

Business plan

|
Future income insurance || G

Steps to consider access funding

Loan application documents
Lack of financial transaction history

NPL history /Delayed debt settlement

FINANCING CONSTRAINTS

Unsecured business
Return on investment
Others
0 10 20 30 40 50 60
NUMBER OF FIRMS
Source: Adapted from The Office of Small and Medium Enterprise Promotion (OSMEP), Final Report,

“Strategic Planning and Action Plan for SMEs: The Right Source of Funding for Small and Medium
Enterprises”, 2017 (pp. 144).

Alternative sources of financing for startups and SMEs typically include Angel
investors, Venture capital investors (VCs), and Crowdfunding. However, the OSMEP
(2017) reported that the majority of Thai SMEs were unaware of other funding sources.
Figure 2-4 shows that 27— 45 percent of firms had never heard about the three funding
alternatives, especially crowdfunding. This new alternative for financing has the

potential to fill the fundraising gap for Thai startups and SMEs.
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Figure 2-4: Awareness of alternative funding sources
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Source: Adapted from The Office of Small and Medium Enterprise Promotion (OSMEP), Final Report,
“Strategic Planning and Action Plan for SMEs: The Right Source of Funding for Small and Medium
Enterprises”, 2017 (pp. 148).

2.2 Crowdfunding

Although crowdfunding appears to be a novel phenomenon in raising capital, it
has long been employed. For instance, the pedestal of the Statue of Liberty was funded
by Americans through crowdfunding donations. A one-dollar donation was exchanged
for a six-inch statue while a five-dollar donation was swapped for a twelve-inch statue
(Tomboc, 2013). The concept of crowdfunding was refined by Hossain and Oparaocha
(2017) as follows:

“[Crowdfunding] is an Internet-based funding method for the
realization of an initiative through online distributed contributions and micro-
sponsorships in the form of pledges of small monetary amounts by a large
pool of people within a limited timeframe. It is the financing of a task, idea,
or project by making an open call for funding, mainly through Web 2.0
technologies, so funders can donate, pre-purchase the product, lend, or invest
based on their belief in an appeal, the promise of its founder, and/or the

expectation of a return” pp.(4).

Since 2009, crowdfunding has been increasingly known as an alternative

method of fundraising typically via an internet platform for startups, new entrepreneurs,
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and small business operators. From 2009 to 2013, the number of crowdfunding

platforms continually increased by more than ten times (Figure 2-5).

Figure 2-5: The global crowdfunding market: number of platforms
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Source: Adapted from Forbes and Schaefer (2017), Guidelines for Successful Crowdfunding, Procedia
CIRP 60, 398-403.

The global crowdfunding industry grew significantly in volume, from $2.7
billion in 2012 to $16.2 billion in 2014, a growth of 165% (Massolution, 2015).
Furthermore, Massolution (2015) forecast that the volume of crowdfunding would
double and reach US$34.4 billion in 2015 (Figure 2-6).

Figure 2-6: Total funding volume in 2015
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Figure 2-7 shows a comparison of the volume and growth rate of crowdfunding
by region. In terms of volume, North America accounted for almost 50% of the total
funding volume in 2015 (US$17.25 billion), followed by Asia (US$10.54 billion) and
Europe (US$6.48 billion). In that year, on the other hand, Asia had the highest growth
rate (210%), followed by Africa (101%) and Europe (98.6%).

Figure 2-7: Total crowdfunding volume and growth rates per region in 2015
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2.2.1 Types of Crowdfunding

Crowdfunding can be classified into four types: donation-based, reward-based,
lending-based (also known as Peer-to-Peer lending or P2P lending), and equity-based
crowdfunding. Table 2-1 summarizes the characteristics of the different types of

crowdfunding.



Table 2-1: Characteristics of crowdfunding

Motivation
of funders

Type of
contribution

Expected
return of
funders

Cases

Complexity
of success

Type of
contracts

Risk
appetite

Examples

20

Intrinsic and Intrinsic, social Social and / or Financial gain
social and extrinsic financial
Donation Pre-order Loan Investment
No reward or Tangible or Interest Dividends,
non-monetary intangible interest, etc.
reward benefits
Philanthropy / Aurts /cultural Individuals or Startups /
charity initiatives | projects / product | entities in need SMEs
development of funding /

short-term

borrower
Very low Low Medium High
A contract Purchase contract | Lending contract | Shareholding
without contract
existential reward
Very low Medium Medium High
GoFundMe, Indiegogo, LendingClub, Enable
GlobalGiving, Kickstarter, Prosper, Funding,
FundRazer RocketHub Kiva Crowdcube,

FundersClub

Source: Adapted from Hossain and Oparaocha (2017), “Crowdfunding: Motives, Definitions, Typology
and Ethical Challenges ”, Entrepreneurship Research Journal, 7(2).

In donation-based crowdfunding (Figure 2-8), fund-seekers make a contribution

to charities and, in general, do not expect any return. An example of a popular donation-

based crowdfunding platform is the GoFundMe (www.gofundme.com) platform, which

was launched in 2010. Nevertheless, this platform generally charged 7.9% of the

amount raised, plus US$0.30 for each donation in a charity campaign. According to the

platform, over US$4 billion has been raised for good causes.
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Figure 2-8: Donation-based crowdfunding
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Reward-based crowdfunding (Figure 2-9) offers a pre-purchase option for
products or services for funders, which may include receiving products before others,
at a better price, or with special benefits (Mollick, 2014). Examples of popular reward-
based crowdfunding platforms, which act as facilitators between fund-seekers and

providers, are Indiegogo (www.indiegogo.com), which was launched in 2008, and

Kickstarter (www.Kkickstarter.com), which was launched in 2009. One of the biggest

successes in fundraising through the Kickstarter platform was the “Pebble Smart
Watch”. The project raised more than $10.2 million from over 85,000 investors in 2014.
The success of the Pebble Smart Watch project motivated fund-seekers such as artists,
musicians, actors or actresses, film directors, and designers, to join the reward-based
crowdfunding platform (Rich, 2014).

Figure 2-9: Reward-based crowdfunding
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In lending-based crowdfunding (Figure 2-10), lenders give loans to borrowers
in exchange for interest. The lending-based crowdfunding platform enables a borrower
to receive multiple small portions of the loan from the crowd. Two of the largest

lending-based crowdfunding platforms are the Prosper platform (www.prosper.com),

which was launched in 2005, and the LendingClub platform (www.lendingclub.com),

which was launched in 2006. Both platforms evaluate borrowers based on their credit

rating scores and use the results of the evaluation to determine the lending rate.

Figure 2-10: Lending-based crowdfunding
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In equity-based crowdfunding (Figure 2-11), investors receive equity in a

>
¥
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company in return for their investment. The investors may receive profit sharing or a
capital gain. This type of crowdfunding has the potential to promote the seed-stage
activity of startups. In doing so, the equity crowdfunding receives fundraising from
various sources such as Angel investors and Venture Capital investors. Some of the
most famous crowdfunding platforms are the Enable Funding platform

(www.enablefunding.com) from Australia (formerly known as ASSOB), which was

launched in 2005, the U.K. Crowdcube platform (www.crowdcube.com) started in

2011, and the U.S. FundersClub platform (www.fundersclub.com) which began in
2012.
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Figure 2-11: Equity-based crowdfunding
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Figure 2-12 demonstrates that in 2015, lending-based crowdfunding accounted
for 73% (US$25.1 billion) of total industry funding, followed by donation-based
(US$2.85 hillion), reward-based (US$2.68 billion), and equity-based crowdfunding
(US$2.56 billion), respectively.

Figure 2-12: Total funding volume by models in 2015
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2.2.2 Investment Threshold Model

In the crowdfunding context, there are two models of investment threshold:
“All-or-Nothing” (AON) and “Keep-it-ALL” (KIA). These models determine the
success or failure of a crowdfunding project. In the AON model (Figure 2-13), fund-
seekers will receive the amount raised only if the target amount has been reached. If the
target amount cannot be achieved during the offering period, the amount raised will be
returned to potential investors. On the other hand, the KIA model gives fund-seekers
the opportunity to collect all of the funds raised, whether or not the target amount has
been reached.

From the investor standpoint, they face relatively lower risks from investing in
the AON model than the KIA model because fund-seekers are less likely to overstate
their target amount and can only undertake the project when adequate capital has been
raised (Hollander, 2015). Cumming, Leboeuf, and Schwienbacher (2015) studied
22,850 fundraising campaigns from the Indiegogo platform between 2011 and 2013.
They revealed that 94.8 percent of the fundraising campaigns used the KIA model,
whereas 5.2 percent used the AON model. However, the success rate of the campaigns
using the AON model was higher, at 34 percent, compared to those using the KIA

model, which was only 17 percent.

Crowdfunding
Platform

Manages crowdfunding pool Money to lender

Figure 2-13: All-or-Nothing model
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Source: Adapted from Hollander (2015), Exploring Crowdfunding involvement of Dutch banks:
A explorative study into the reactions and contributions of Dutch banks in crowdfunding.
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2.2.3 Equity-Based Crowdfunding (ECF)

Prior research (between 2006 and 2016) in crowdfunding contexts studied
lending-based and reward-based crowdfunding (Figure 2-14), at 31 and 25 percent,
respectively. Only 8 percent explored equity crowdfunding (Kim & De Moor, 2017
Moritz & Block, 2016). Despite extensive research on lending-based and reward-based
crowdfunding, the drivers of investment decisions in the ECF could be different from
other crowdfunding models (Ahlers, Cumming, Giinther, & Schweizer, 2015; Mollick,
2014). The reason is that investors in ECF are primarily interested in financial gain
rather than philanthropic motivations but are not interested in getting early product/
discounts/special options as in the reward-based model. Ahlers et al. (2015), who
explored ECF, identified two factors that were related to fundraising success in equity-
based crowdfunding. The first factor was venture quality as represented by human
capital, such as experience and management skills. The other was the level of
uncertainty, such as the amount of equity offered and the disclosure of financial

projections.

Figure 2-14: Crowdfunding research directions between 2006 and 2016
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ECF has been a focus of regulators worldwide because investing in ECF is
relatively more complicated than other types of crowdfunding. In 2012, the “Jumpstart
Our Business Startups (JOBS) Act” was released in the United States of America. In
2015, the Chinese regulator released “Equity-based Crowdfunding Regulations” and
in the same year, the Malaysian regulator released the “Guidelines on Regulation of
Markets under Section 34 of CMSA.” In 2016, the South Korean regulator released the
“Financial Investment Services & Capital Markets Act.” Similar to regulations in other
capital markets, the abovementioned regulations aimed to govern fundraising activities
of startups and SMEs, with the ultimate goal of protecting investors.

Despite there being rules and regulations in place, the amount of money invested
in ECF is high, inevitably posing high risks and impacts on a large group of investors.
The findings of Hornuf and Schmitt (2016) revealed that investing in the ECF was
likely to be risky. They studied 303 campaigns from 22 different ECF platforms in
Germany, from September 2011 to December 2015. The results indicated that 210
(69%) campaigns were successfully funded, 54 (18%) campaigns failed, and 39 (13%)
campaigns had no publicly-available information about funding success on the portal
website at the end of the observation period. Rechtman and O'Callaghan (2014),
Valanciene and Jegeleviciute (2013) and Tomboc (2013) identified many risks in the
ECF, including stealing ideas, market rejection, campaign failure, administration and

accounting problems, regulatory and compliance risks, and fraud.

2.2.4 Equity-Based Crowdfunding Regulations

ECF regulators need to create the right conditions and initiate policies and
regulations for fund-seekers, investors, and ECF platform operators. Fund-seekers are
required to disclose sufficient information on their businesses and related risks (The
World Bank, 2013). The survey research by Cumming and Johan (2013) reported that
investors seek to tighten regulations on ECF for their risk protection. Thus, they prefer
financial statements that are audited. Bergset (2015) revealed that ECF platform
operators, the intermediaries between fund-seekers and potential investors, should
increase trustworthiness and reduce perceived uncertainty and adverse selection

problems in the ECF market.
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In April 2012, the United States of America released the “Jumpstart Our
Business Startups (JOBS) Act,” which allowed selected groups of investors to
participate in ECF investment. All investors, including the retail group, could invest in
ECF starting from May 2016. In Thailand, the Securities and Exchange Commission
(SEC) announced provisions relating to the offer of securities via electronic systems or
networks in May 2015. Table 2-2 compares the U.S.A (Title I11 of JOBS Act) and Thai
regulations on ECF.

Table 2-2: Comparison of U.S.A (Title 11 of JOBS Act) and Thai regulations on ECF

Investors Public - Retail investor

(Resale after 1 years) - Non-retail investor

- Investment cap e 5% of salary for < $100,000 o Retail investor
earnings - < THB 100,000 per issuer and
e 10% of salary for > $100,000 total investment amount up to
earnings THB 1,000,000 per year
o Non-retail investor
- Unlimited
Issuers e U.S. issuers o Issuers established under Thai law as
- Qualification ¢ Unlisted company company limited
e Pass bad actor check o Unlisted company
o Have business plan
e Pass funding portal check
- Offering amount e $1 million e Up to THB 20 million in 1 year and
total investment amount up to THB
40 million
- Regulator filling e v'+ Annual report e N/A
requirement
- Audit e x (Audit if raising fund > e N/A

requirement

$500,000)

Funding portal

- Qualification

Broker-Dealer or

Registered CFP (Financial

Background)

(fidelity bond of at least

$100,000)

Company established under Thai
law as company limited

Paid-in capital not less than THB 5
million

Get license from SEC
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- Basic due e v+ Bad actor check oV

diligence

- Advice investors o x (except broker-dealer) e v+ Knowledge test

- Handling o x (except broker-dealer) e v/ + Segregated account
investment

Source: Adapted from SeedInvest Technology, LLC (2016) and the Securities and Exchange
Commission, Thailand

These regulations will be of particular interest to those who are currently
operating, or who are looking to operate the ECF platform, those who are connected to
investing in alternative sources of financing for startup and SME businesses, as well as

those who are seeking to raise capital through ECF.

2.2.5 Equity Crowdfunding Platform

A crowdfunding platform plays an important role in successful fundraising.
Forbes and Schaefer (2017) found that participants needed to choose the right platform
for them. To reduce their risks, the majority of participants looked for a distinctive
platform that had an excellent reputation. Crowdfunding platform backgrounds, such
as a good reputation, transparency, and a high level of risk-aversion, were key reasons
for investors when making investment decisions (Loher, 2017).

Similarly, there are many prior studies that revealed the factors contributing to
the success of crowdfunding platforms. In reward-based crowdfunding, Forbes and
Schaefer (2017), Koch and Cheng (2016) and Mollick (2014) revealed that video
presentation captures an audience’s attention, especially investors. They also suggested
that platform operators should make succinct and professional high-quality videos with
impressive titles. Moreover, crowdfunding platforms are responsible for carrying out
marketing activities. Screening for spelling errors, promoting projects, and searching
for products and campaigns that were suitable for their platforms were examples of
such activities. After launching the projects, the crowdfunding platform should
encourage fund-seekers to communicate with their investors on project updates, project
status, and detailed plans of action. Gabison (2014) stated that platforms helped prevent

fraud or decreased the likelihood of project failure because they had a responsibility to
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clarify campaign information and design extensive anti-fraud procedures to protect
potential investors and to increase platform trustworthiness. Generally, ECF platforms
(Table 2-3) are privately-owned by individuals or groups of individuals. To the best of
my knowledge, this study is the first to investigate the ECF platform owned by the
Stock of Exchange of Thailand (SET). The Launchpad and Investment Vehicle for
Enterprises (LIVE) platform was the first ECF platform to be approved by the Securities
and Exchange Commission (SEC) on October 24, 2017. The “LIVE” platform is
operated by LiveFIN Corp, Ltd., and 99.99% of its shares are held by the SET. The
LIVE platform ecosystem, which includes fund-seekers (Startups/SMES), investors,
and an escrow agent (Krungthai Bank), is presented in Figure 2-15. This study also
investigated the SINWATTANA Equity Crowdfunding platform (SINWATTANA)
which is a non-affiliated ECF platform. The “SINWATTANA” platform is operated by
Phoenixict Co., Ltd. and was the second ECF platform to be approved by the SEC on
November 8, 2018. In 2019, the SINWATTANA platform launched two campaigns for
restaurant chain fundraising. The SINWATTANA platform ecosystem, which includes
fund-seekers (Startups/SMEs), investors, and a safekeeper (Kasikorn Bank) is
presented in Figure 2-16. On December 30, 2019, “Company A” was the first successful
online equity-based crowdfunding campaign in Thailand. “Company A” raised a total
of THB 18.6 million within 90 days on the SINWATTANA platform and offered
dividends equal to half its net profit, or a dividend payout ratio of 50%. There were 77
investors involved in this ECF campaign, including three foreigners, and 10-12 local
high-net-worth and institutional investors. This not only sheds light on the benefit for
startups and SMEs to leverage the ECF in their pursuit of growth but also reflects the
future of the alternative finance industry.



Table 2-3: Equity crowdfunding platforms in various countries
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Platform

Launched

Platform Launched Owner(s)

Enable Funding 2005 Rodney Payne, Greg Goodman, Will Leitch, Norm Virgo & Ashley Zimpel
Birchal 2010 Alan Crabbe, Matt Vitale & Joshua Stewart

Equitise 2014 Chris Gilbert, Jonathon Wilkinson, Panche Gjorgjevski & Will Mahon-Heap
Capital Labs 2018 Dr George Syrmalis, Spiro Sakiris & Christina Seppelt

Platform Launched Owner(s)

EquityNet 2005 James Murphy

AngelList 2010 Naval Ravikant, Babak Nivi & Venture Hacks, Inc.

Crowdfunder 2010 Dawn Bebe

CircleUp 2011 Ryan Caldbeck & Rory Eakin

Wefunder 2011 Nick Tommarello, Mike Norman & Greg Belote

Fundable 2012 Wil Schroter & Eric Corl

SeedInvest 2012 Ryan Feit & James Han

PeerRealty 2014 Jordan Fishfeld & Juan Hernandez

Platform Launched Owner(s)

Angels Den 2007 Bill Morrow & Lois Cook

Seedrs 2009 Jeff Lynn

Crowdcube 2011 Darren Westlake & Luke Lang

Syndicateroom 2013 Gongalo de Vasconcelos & Tom Britton

Crowd2Fund 2014 Chris Hancock

Owner(s)

WISEED 2008 Nicolas SERES & Thierry MERQUIOL
(France)

Seedmatch 2009 Jens-Uwe Sauer

(Germany)

FundedByMe 2011 Arno Smit & Daniel Daboczy

(Sweden)

MyMicrolnvest 2011 Charles-Albert de Radzitzky, Guillaume Desclée, José Zurstrassen & Olivier de
(Belgium) Duve

Companisto 2012 David Rhotert & Tamo Zwinge
(Germany)

Startupxplore 2014 Javier Megias & Nacho Ormefio
(Spain)

Platform Launched Owner(s)
Tumblbug 2011 Jaeseung Yeom
Wadiz 2012 Shin Hye Sung
OpenTrade 2012 Kevin Azzouz
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Funding4u

2015

Kyu Jin Lee

Platform Launched Owner(s)

PitchIN 2012 Sam Shafie, Megat Ishak & Kashminder Singh
Crowdo 2013 Leo Shimada & Nicola Castelnuovo

Eureeca 2013 Chris Thomas & Sam Quawasmi
CrowdPlus.asia 2015 Kim Seng The

Source: Data collection from websites of https://crowdfundingpr.wordpress.com/,

https://www.moneycrashers.com, https://www.eu-startups.com, https://www.crowdnet.or.kr, and

https://www.forbes.com

Figure 2-15: LIVE platform ecosystem

Startups / SMEs

' * established under Thai
law as company limited
* required to disclose
detailed information
about company, offering,
structure, valuation &
risks

Campaign

®  Funds raised up to 20
million baht per time

®  Funds raised more than
20 million baht per time
(SET conditions)

®  Funding period 30-60 days
(All-or-Nothing)

®  Success fee 4% of the

fundraising target

Provide company details
Update business progress report
Report use of funds, business
management, financial

statements, and etc.

== _
Sec

Investors = Crowd

Approve
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Public Online ‘ Types of investors
SEC Registered o
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O !
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v

money reaches the funding goal

)

Source: This figure summarizes information from LIVE platform participants

Figure 2-15 can show that fund-seekers in the LIVE platform ecosystem are

startups or SMEs established under Thai law as a limited company. Investors on this

platform must be institutional investors or investors with specific characteristics

defined by the SEC, venture capital investors, or private equity. The campaign is

publicized online by the funding portal registered with the SEC. The funding is an all-

or-nothing model and the funding period is 30-60 days. After the registration of an

investor is verified, payment must be made within 48 hours before the closing of the

campaign. If the fundraising is successful, the transaction will be approved and


https://crowdfundingpr.wordpress.com/
https://www.moneycrashers.com/
https://www.eu-startups.com/
https://www.crowdnet.or.kr/
https://www.forbes.com/
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Krungthai Bank will transfer the money to the fund-seekers. If it is not, the money will
be returned to the investors. In the case of a successful campaign, the fund-seekers pay
a fee of 4% of the fundraising target.

Compared to those of the SET and the Market for Alternative Investment
(MAL), the regulatory requirements imposed on the LIVE platform are more lenient.
Table 2-4 compares the characteristics of the SET, MAI, and LIVE platforms. Although
SET, MAI, and LIVE support secondary trading, the LIVE platform relies on dealing
mechanisms allowing more flexibility between sellers and buyers. The LIVE platform
has no automatic match trading; the trading is negotiated (over-the-counter: OTC). The
payment and delivery of securities in the LIVE platform must be processed within one
working day from the date of trading (T+1). In contrast, SET and MAI use auto-
matching mechanisms in their secondary market trading and the payment must be

processed within three working days from the date of trading (T+3).

Table 2-4: Comparison of SET, MAI, and LIVE platform characteristics

Status Public company or Limited company

Corporate entity established by Thai law

Paid-in > THB 300 million > THB 50 million Not required

capital

Performance To have net profit in the To have net profit in the Not required
latest 2 years or 3 years last year > THB 10 million

combined > THB 50

million, and last year >

THB 30 million
Financial Audited by SEC approved Audited by SEC approved Audited by SEC
Statements auditors auditors approved auditors (if

raising more than THB
100 million in capital)
or CPA
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Internal Control of Provident Fund
It is forbidden to sell shares.

Public > 15% / 10% of paid-in > 15% of paid-in capital Not required
offering capital, depends on capital
Others Corporate Governance and The prohibition on the

sale of shares is subject
to an agreement
between the company
and its shareholders.

Secondary Auto-matching Dealing
market

trading

Payment Date T+3 T+1

Source: Stock Exchange of Thailand
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Figure 2-16: SINWATTANA platform ecosystem
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Source: This figure summarizes information from SINWATTANA platform participants

According to Figure 2-16, fund-seekers in the SINWATTANA platform
ecosystem are startups or SMEs established under Thai law as a limited company.
Investors in this platform can be both retail and non-retail investors. The campaign is
publicized online by a funding portal registered with the SEC. The funding period is 30
days, 60 days, or 90 days. The appointment fee of THB 200,000 is paid within 2 days
after acceptance to raise funds on the portal. After the registration of an investor is
verified, payment must be made within one day. The investors can withdraw their
money at any time, but not within 48 hours of the campaign closing. If the fundraising
is successful, the transaction will be approved and Kasikorn Bank will transfer the
money to the fund-seekers within 1-2 business days. If it is not, the money will be
returned to the investors within 7 days. In the case of a successful campaign, the fund-
seekers pay a fee of 3% to 8% of the fundraising target.

Fund-seekers, who registered with the SINWATTANA platform, have to
provide accurate documentation for assessment as follows:

(1) Authorized Letter from issuer’s legitimate shareholders stated under DBD

(2) A detailed business plan
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(3) A business canvas model chart

(4) Audited Financial Report for the last 3 years

(5) Annual General Meeting

(6) A valid copy of the registration certificate of the company

(7) A short 3-minute video clip of the company’s business and the background

of the fundraising

2.2.6 The Success of Fundraising in Crowdfunding

By reviewing different types of crowdfunding, Mollick (2014) and Ahlers et al.
(2015) revealed that the ECF context is different from other crowdfunding contexts.
For example, donation-based crowdfunding does not involve returns; lending-based
crowdfunding focuses on the rate of return on capital investment; reward-based
crowdfunding aims at giving priority to customers who make an investment to be able
to buy products at a lower price or get special benefits. ECF, on the other hand,
concentrates on sharing future profits or offering returns. Although many studies have
explored the factors affecting crowdfunding success, especially in the context of
donation-based and reward-based crowdfunding, only a few studies have demonstrated
the key factors for investment decision making in the ECF. For example, some studies
concentrated on success factors based on secondary data, particularly from
Kickstarter.com (Koch & Cheng, 2016; Kuppuswamy & Bayus, 2015; Robertson &

Wooster, 2015; Tran, Dontham, Chung, & Lee, 2016). The researcher expects that some
of the success factors found in existing crowdfunding literature, whether they are
reward-based, donation-based or lending-based, may be applicable to ECF as well.
However, the use of a qualitative and an experimental method in the present study
should confirm those factors and at the same time reveal additional factors that affect
investment decisions in ECF campaigns.

In general, reward-based, donation-based, lending-based, and equity-based
crowdfunding success factors are identified from fund-seekers, investors and platform
operators.

Firstly, in terms of the fund-seeker perspective, Mollick (2014), Moritz, Block,
and Lutz (2015), Koch and Cheng (2016), Li et al. (2016), Lukkarinen, Teich,
Wallenius, and Wallenius (2016), Angerer, Brem, Kraus, and Peter (2017), Courtney


http://www.kickstarter.com/
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et al. (2017), Loéher (2017), Brown, Mawson, Rowe, and Mason (2018), Walthoff-
Borm, Schwienbacher, and Vanacker (2018) revealed that personal networks, such as
families and friends, Facebook friends, and social networks, play an important role in
fundraising. They also stated that fund-seekers who use social networks are likely to
succeed in fundraising than those who do not. Moreover, fund-seeker’s personality,
team’s education and experience, and the preparedness and passion of staff may
enhance the trustworthiness of projects (Ahlers et al., 2015; Angerer et al., 2017;
Courtney et al., 2017; Cumming, Meoli, & Vismara, 2019; Li et al., 2016; Mamonov
& Malaga, 2018; Moritz et al., 2015). Also, setting an over-funding goal, inadequate
funding, lack of a substantial business plan, a long funding period, project delays, and
prior project failure may affect the credibility of fund-seekers (Courtney et al., 2017;
Forbes & Schaefer, 2017; Koch & Cheng, 2016; Lukkarinen et al., 2016; Mollick, 2014;
Signori & Vismara, 2018; Vulkan, Astebro, & Sierra, 2016). Consequently, the

perceptions of fund-seekers are a key success factor for fundraising.

Secondly, regarding investor perspectives, Ahlers et al. (2015) and Moritz et al.
(2015) revealed that individual investors are likely to lack investment experience and
have little verified information, minimum financial sophistication, and usually ignore
risks. However, better communication between investors and fund-seekers could
decrease information asymmetry between them. For instance, fund-seckers’ oral
presentations probably make a great first impression to investors, in terms of face-to-
face communication. Furthermore, two-way communication might lead to sympathy,
openness, and trustworthiness between both investors and fund-seekers (Angerer et al.,
2017; Estrin, Gozman, & Khavul, 2018; Moritz et al., 2015). Lukkarinen et al. (2016),
also revealed that the availability of financial statements and financial projection is
positively associated with the number of investors, but these are not significantly related
to the amount of fundraising. Nevertheless, financial statement information and
forecasts could be considered a sign of credibility and capability for companies. Koch
and Cheng (2016), Forbes and Schaefer (2017), and Estrin et al. (2018) also asserted
that investors hope fund-seekers to present their action plans, project risk detail levels,
project risk of failure, and risk section length. These factors appear to play a significant

role in investors’ decisions that lead to fundraising success.
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Thirdly, in terms of platform operators’ perspectives, Moritz et al. (2015), and
Koch and Cheng (2016) revealed that platform operators have a responsibility to
consider and clarify fund-seekers’ information, such as products, market segments,
previous financial support, previous successful/failed funded projects, and exit strategy.
Platform reputation also plays an important role in the success factors such as track-
records and trustworthiness (Cumming et al., 2019; Forbes & Schaefer, 2017; Loher,
2017; Moritz et al., 2015). These factors are likely to influence investors’ impression

and fund-seekers’ trustworthiness on the platforms.

Hence, this study used in-depth interviews to reveal the accounting and non-
accounting information of the ECF as disclosed by fund-seekers, investors, platform
operators, and regulators. The framework was the result of in-depth interviews and was
validated by an experimental study from the fund giver’s standpoint. The experimental
study investigated key accounting and non-accounting information, investor behaviors,
and the relationship with ECF investment decisions. A summary of prior research on
the key factors affecting successful fundraising is presented in Table 2-5.

This study divides information into two categories — accounting and
non-accounting information. Accounting information refers to information of the type
that might be included in the partial or complete financial statements of a company (or
financial reports) — statements of financial position, income statements, or cash flow
statements (Bruns, 1968). Furthermore, accounting information includes information
of the type that might be included in a partial or complete company financial forecasts
because IASB argues that information is relevant if it helps users of the financial

statements to predict future business trends (predictive value).

Non-accounting information, on the other hand, refers to information that is not
completely uninformative; however, it remains beneficial, depending in part on the
properties of the information. Non-accounting information also relates to business data,
such as the firm’s competitive advantages, marketing plans, and the description of the
team, which affects a decision-making standpoint (Bruns, 1968; Jiang, 2016).
Therefore, any other information that is not related to business data, such as
entrepreneurs’ facial trustworthiness and fund-seekers’ renowned family name, is not

included in this study.
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According to Kirsch et al. (2009) a business plan, in general, consists of eight
key components:

(1) a description of the product/process

(2) a description of the target market/industry analysis

(3) the value proposition

(4) the firm’s competitive advantage

(5) the business stage

(6) a description of the team

(7) the marketing plan

(8) financial and revenue models (projecting revenue estimates)

Therefore, this study includes (8) financial and revenue models (projected
revenue estimates) in the accounting information category. The other components

(2 —7) will be classified as non-accounting information.
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Table 2-5: A summary of prior research about the key factors of successful fundraising
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According to Table 2-5, accounting information can be separated into four
categories: (1) financial statements, (2) financial ratios, (3) financial forecasts, and (4)
voluntary disclosure. Financial forecasts include funding goals, financial projection, the
share of equity, and expected financial returns. According to Ahlers et al. (2015), sales,
Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA), Earnings
Before Interest and Tax (EBIT), and net earnings forecasts in the financial projection
can explain the risk of ECF funding projects. Likewise, previous financial support from
venture capitalists and business angels can be a key factor that influences investment
decisions in ECF (Courtney et al., 2017; Loher, 2017; Vulkan et al., 2016).

On the other hand, non-accounting information can be separated into three main
categories: (1) company profiles including company presentations, management team,
staff, company funding projects, and products/services (2) crowdfunding platforms
including project updates and platform reputation, and (3) third-party information

including reputable investors, customer feedback, and third-party endorsements.

A summarizing of prior research about the key factors of successful fundraising

by category is presented in Table 2-6.

Table 2-6: A summary of prior research about the key factors of successful fundraising by category

Accounting Information

Financial statements Estrin et al. (2018)

(statement of financial position)

Financial ratio Walthoff-Borm et al. (2018)
(short-term debt, long-term debt)

Financial forecast Mollick (2014), Ahlers et al. (2015), Moritz et al.
(funding goal, financial projection, (2015), Hornuf and Schmitt (2016), Koch and Cheng
(2016), Lukkarinen et al. (2016), Vulkan et al. (2016),
Angerer et al. (2017), Courtney et al. (2017),

Forbes and Schaefer (2017), Loher (2017),

Estrin et al. (2018), Signori and Vismara (2018)

share of equity, expected financial returns)




Voluntary disclosure

(money use, previous financial support)

Koch and Cheng (2016), Vulkan et al. (2016),
Courtney et al. (2017), Forbes and Schaefer (2017),
Loher (2017)
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Non-Accounting Information

Company Profiles

Company presentation

Video / Image / Website / Profile

Mollick (2014), Moritz et al. (2015),

Hornuf and Schmitt (2016), Koch and Cheng (2016),
Li et al. (2016), Angerer et al. (2017),

Courtney et al. (2017), Forbes and Schaefer (2017),
Brown et al. (2018), Mamonov and Malaga (2018)

Awards / Certificates

Ahlers et al. (2015), Courtney et al. (2017),
Block, Hornuf, and Moritz (2018)

Business Model

Angerer et al. (2017), Loher (2017),
Block et al. (2018), Estrin et al. (2018)

Business Age

Ahlers et al. (2015), Moritz et al. (2015),
Li et al. (2016), L6her (2017), Cumming et al. (2019)

Networks / Social media

Moritz et al. (2015), Moritz et al. (2015),

Koch and Cheng (2016), Li et al. (2016),
Lukkarinen et al. (2016), Angerer et al. (2017),
Courtney et al. (2017), Loher (2017),

Brown et al. (2018), Estrin et al. (2018),
Walthoff-Borm et al. (2018)

Management team

Communications

Moritz et al. (2015), Angerer et al. (2017),
Estrin et al. (2018)

Founder presentation

Moritz et al. (2015), Koch and Cheng (2016),
Estrin et al. (2018)

Education background

Ahlers et al. (2015), Moritz et al. (2015)

Experience

Moritz et al. (2015), Courtney et al. (2017),
Mamonov and Malaga (2018), Cumming et al. (2019)

Business track-record

Koch and Cheng (2016)

Staff

Quality

Angerer et al. (2017)

Staff number

Ahlers et al. (2015), Li et al. (2016)
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Category

Author(s)

Company funding project

Funding period

Mollick (2014), Koch and Cheng (2016),
Lukkarinen et al. (2016), Vulkan et al. (2016),
Angerer et al. (2017), Courtney et al. (2017)

Risk levels

Koch and Cheng (2016), Forbes and Schaefer (2017),
Estrin et al. (2018)

Previous successful funded projects

Courtney et al. (2017)

Project updates

Mollick (2014), Koch and Cheng (2016),
Li et al. (2016), Courtney et al. (2017),
Block et al. (2018)

Products / Services

Patents

Ahlers et al. (2015), Mamonov and Malaga (2018),
Signori and Vismara (2018)

Market potential / Strategy

Angerer et al. (2017), Forbes and Schaefer (2017),
Signori and Vismara (2018)

Quality / Innovative

Angerer et al. (2017), Loher (2017),
Block et al. (2018), Estrin et al. (2018)

Crowdfunding Platforms

Project updates

Project status

Ahlers et al. (2015), Koch and Cheng (2016)

Funding levels

Mollick (2014), Brown et al. (2018)

Reputation

Track-records

Moritz et al. (2015), Cumming et al. (2019)

Trustworthiness

Moritz et al. (2015), Forbes and Schaefer (2017),
Loher (2017)

Third-Party

Investors

Reputable investors

Moritz et al. (2015), Vulkan et al. (2016)

Customers

Customer feedback

Mollick (2014), Li et al. (2016),
Forbes and Schaefer (2017), Brown et al. (2018)

Others

Third-party endorsements

Moritz et al. (2015), Courtney et al. (2017),
Brown et al. (2018)
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Despite the fact that the first and second ECF platforms, LIVE and
SINWATTANA, were approved by the SEC Thailand in 2017 and 2018, respectively.
There is no prior research that investigated investor decisions on ECF investment in
Thailand. Therefore, this study identified the key factors for successful fundraising,
including four accounting information factors and 26 non-accounting information
factors from prior research in other countries to help the researcher to prepare interview
guidelines. In addition, these factors gave rise to probing interview questions and
provided guidance about what to do or say after the interviewee had answered the

questions.

2.3 Information Asymmetry

Adverse selection and moral hazard problems (Table 2-7) arise from
information asymmetry between contracting parties. The adverse selection problem
occurs before entering into a contract. On the other hand, the moral hazard is a hidden
action problem that emerges as the principal cannot observe the agent’s actions after

the contract is in place.

Table 2-7: Principal-agent problems and solutions

Adverse e Asymmetric information e Lower future e  Better contract
selection prior to the contract period profitability design
e  Uncertainty from the lack of e  Escape clauses that
information about the nullify security
agent’s preferences over guarantees in the
outcomes event of fraud

e  Better pre-contract

screening
Moral e Asymmetric information e  Conflictual e  Better contract
hazard during the contract period interaction design
e  Uncertainty resulting from e Improved monitoring
the inability to monitor an capabilities

agent’s actions

Source: Adapted from Bergset (2015) and Rauchhaus (2009)



49

In the present study, the researcher focused on the adverse selection problem.
According to Akerlof (1970), the adverse selection problem, the “lemons” problem,
arises in the market with information asymmetry. For example, in a used car market,
sellers know the true quality of their cars, but buyers learn the true quality of the cars
only after purchase. The “lemons” problem in the capital market exists between
entrepreneurs and potential investors whereby the entrepreneurs have an incentive to
overstate the value of their firm, and investors cannot observe the firm’s actual value.
Wright and Robbie (1996) revealed that when valuing firms, investors use accounting
and non-accounting information in mitigating adverse selection between entrepreneurs
and investors. Investors may put effort into due diligence to verify the robustness of
accounting information, especially profit and cash flow forecasts.

Regulators and information intermediaries, such as the Securities and Exchange
Commission (SEC) and professional accountants, also play an important role in
mitigating information asymmetry. Through the use of disclosure requirements, the
SEC aims to reduce the information gap between entrepreneurs and investors. The
regulators in some countries, such as Thailand, mandate that the financial statements of
listed firms must be audited by a certain group of auditors. Auditors provide
independent assurance of the firm’s financial reports that follow accepted standards.
Therefore, accounting information, which has been certified by auditors, should exhibit
desirable qualities (Healy & Palepu, 2001).

Regulators and platform operators often require the examination of financial
statements as a measure of the financial health of a business in order to reduce the risks
to potential investors (Halabi, Barrett, & Dyt, 2010; Petkovi¢ & Rac, 2009). However,
prior research indicated that investors of startups pay less attention to financial
statements. They often rely on non-financial information, such as the experience of
fund-seekers and their teams (Koch & Cheng, 2016; Mollick, 2014). Much of this
human capital information is treated as expenses rather than being capitalized as assets
in accounting. This accounting treatment is also applied to internally developed
intangible assets like research and development costs, which are critical for the growth
of startups and SMEs (Lev & Sougiannis, 1996).
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2.4 Accounting Information Characteristics

Accounting information is used in investment decisions (Healy & Palepu,
2001). The information can be classified into special-purpose reports to meet the needs
of specific users and general-purpose reports for general users. Financial accounting
reports focus on actual events for the purpose of decision making. It shows historical
accounting data that reflect business operations, i.e. to understand how much cash is
coming in and how much is going out, how much the company takes on in liabilities
and costs, and how to increase profitability. Moreover, historical accounting data are
used in predicting future performance (Hoggett, Edwards, & Medlin, 2003; Obaidat,
2007).

Specific reports are typically used for management decisions, which include
allocating various economic resources, purchasing new facilities, hiring new
employees, estimating future sales, and reviewing new business opportunities. These
so-called management accounting reports provide both financial and non-financial
information to management for planning and control. According to CGMA (2014),8 the
key activities of management accounting are grouped into six functions: technical
expertise, external reporting, management information, performance management,
information systems, and financial accounting and operations. Thus, management
accounting reports are important tools that support decision-making, improved
performance and sustainable success. Nevertheless, the interplay between financial and
managerial information allows managers to make informed decisions. For instance,
obtaining salient customer information enables better engagement between firms and
their clients that can lead to an increase in sales.

IASB® suggested two levels of qualitative characteristics of useful accounting
information (Figure 2-17). The fundamental characteristics include relevance and
faithful representation, which enhance the characteristics of comparability,
verifiability, timeliness, and understandability. These qualitative characteristics overlap

with the desirable characteristics of useful information from management information

8 The Chartered Global Management Accountant (CGMA) is the most widely help management accounting
designation in the world. It was created in 2012 by the AICPA and CIMA to elevate the profession of management
accounting globally.

9 The International Accounting Standards Board (IASB) is an independent, private-sector body that develops and
approves International Financial Reporting Standards (IFRSs). The IASB operates under the oversight of the IFRS
Foundation.
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system perspectives (Klein, 2002). The characteristics of good information include
accuracy, completeness, relevance, timeliness, and adequacy of data. Therefore, this

study follows the IASB’s qualitative characteristics of useful accounting information.

Figure 2-17: Qualitative characteristics of accounting information

Objectives Provide useful information to existing and future investors, lenders
and other creditors

Fundamental
characteristics

Relevance Faithful representation

e Predictive value e Completeness
e Confirmatory value e Neutrality
o Entity-specific materiality e Free from error

Enhancing

characteristics Comparability Verifiability Timeliness Understandability

Pervasive

constraint Cost

Source: IFRS Conceptual Framework, 2010

2.5 Behavioral Finance

Standard finance was first mentioned in the mid-eighteenth century. The
primary concept was expected utility theory. Utility is a measure of the satisfaction of
individuals with consumer goods or services. There are three underlying assumptions
in this concept: perfect rationality, perfect self-interest, and perfect information
(Pompian, 2011). Despite the fact that standard finance is constructed to make
calculated financial decisions, it cannot explain investors’ preferences, attitudes, and
emotions that affect investment decisions. In other words, normal investors do not
always make decisions in an optimal manner based on financial and economic
assumptions (Muradoglu & Harvey, 2012). Therefore, behavioral finance can bridge
the gap between real-life situations and traditional theory. Behavioral finance is based
on research in human and social recognition and emotional tolerance to understand the
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psyche of investors and its role in financial decision making (Bikas, Jurevi¢iené,
Dubinskas, & Novickyté, 2013; Kapoor & Prosad, 2017). Statman (2008) revealed the
four key foundation blocks of standard finance and behavioral finance as presented in
Table 2-8.

Table 2-8: Foundation blocks of standard finance and behavioral finance

e Standard finance is built on the assumptions e Behavioral finance offers an alternative block
that for each of the foundation blocks of standard

1) people are rational finance which consist of the following:

2) markets are efficient 1) people are normal

3) people should design their portfolios by 2) markets are not efficient
the rules of mean-variance portfolio 3) people design their portfolios by the
theory rules of behavioral portfolio theory

4) expected returns of investment are 4) expected returns of investment are
described by the standard asset pricing described by the behavioral asset
theory pricing theory

Source: Adapted from Statman (2008)

Bikas et al. (2013) also demonstrated that behavioral finance is the result of the
structure of various disciplines, including psychology, finance, and sociology. The

research results also presented the areas of financial behavior research (Figure 2-18).

Figure 2-18: Areas of financial behavior research

Bubble induction
( 3\
> Investor’s confidence <:
>
L ) Impact on trade volumes
( N\
g Investment experience ) Influences on investment
1 strategies
| J
4 N\
. Gender aspects and ) Impact on investment
v education decisions
. J
Research areas |
of behavioral - -
> Interpretation of ) Inadequate response to
information events
| J
s N\
g Information on The approach to investment
= investment object > diversification
| J
4 3\
. Masses effect ) The promotion of
g irrational decisions

. J

Source: Adapted from Bikas et al. (2013)
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All behavioral finance research studies attempted to combine standard finance
theory that is based on rationality with behavioral finance theory because investors’
behavior is not always in line with the criterion of rationality. Some studies stated that
the majority of investors feel that they have sufficient knowledge and experience in
investing, particularly for male investors with high education and larger portfolios who
often consider themselves to be more knowledgeable (Bikas et al., 2013; Graham,
Harvey, & Huang, 2009; Hirshleifer & Hong Teoh, 2003). Investors also feel better
able to trade more often and to have more diversified portfolios. In real-life situations,
investors are usually blamed for their irrational decisions and beliefs because they react
too emotionally in stressful situations (Hirshleifer & Hong Teoh, 2003).

The survey research by Pompian (2008), which collected data from 290
sophisticated financial advisors in 30 countries, reported that 96 percent of advisors
were successful using behavioral finance to improve the relationship with their clients.
The results also showed that 93 percent of advisors believed that individual investors
make irrational investment decisions. Moreover, the research presented four behavioral
investor types (BITs) for financial advisors: (1) passive preservers, (2) friendly
followers, (3) independent individualists, and (4) active accumulators. Each BIT is

characterized by a certain risk tolerance level and a primary type of bias (Figure 2-19).



54

Figure 2-19: Bias associated with each behavioral investor type

Behavioral Investor Type (BIT)

Preserver Follower Independent Accumulator
Emotional L. Emotional
. Cognitive Errors .
Bias Bias
e Endowment o Overconfidence
e Loss aversion o Self-attribution
« Status quo Belief Informa_tlon « Optimism
Perseverance Processing
o Regret aversion Bias Bias
e Conservatism e Framing

e Ambiguity aversion o Availability

¢ Hindsight e Mental accounting
e Recency e Anchoring and
e Confirmation adjustment

¢ Representativeness

e Illusion of control

Source: Adapted from Pompian (2008)



Bias Description

Emotional Bias

Endowment People often concentrate on equity positions or real estate that can increase their
family’s accumulated wealth.

Loss aversion People tend to prefer avoiding losses to acquiring gains because of hard-wired
emotions (fear of losses).

Status quo People are more comfortable keeping things the same or doing things a certain way
for many years.

Regret aversion People who are conservative in their investment choices or are willing to pay for
products just to avoid making a decision that they may come to regret.
Overconfidence People believe in the likelihood of events, their own ability and their success at

different tasks.

Self-attribution People tend to ascribe success to individual talent while blaming failures on outside
influence.
Optimism People believe that bad investment will not happen to them whereas bad things will

only affect others.

Belief Perseverance Bias

Conservatism People cling to a prior view or a forecast without acknowledging new information.

Ambiguity People have a preference for known risks over unknown risks or choose an
aversion alternative where the likely outcomes are known rather than unknown.

Hindsight People believe that past events are more useful to predict investment outcomes than
they actually are. This can result in an oversimplification of cause and effect.

Recency People often recall and emphasize recent events or observations and potentially
extrapolate patterns that do not exist.

Confirmation People often only seek information that confirms their beliefs about investment,
not information that may contradict their beliefs.

S EEE NS People may make a snap decision and assumption without thinking very much.

| Vool ieolgiife] Bl People believe they can control or at least influence investment outcomes, but in
fact, they cannot.

Information Processing Bias

Framing People may react differently to essentially the same choice situation because the
problems are framed differently.

Availability People will perform an internet search and are most likely to find funds from firms
that engage in heavy advertising.

e Rl ilff People treat their money or assets differently according to a specific purpose that
they have assigned in order to make decisions more manageable.

Anchoring and People tend to rely heavily, or “anchor”, on one trait or piece of information when
adjustment making decisions.

55
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Behavioral Investor Type (BIT) examines recognition and emotional factors
which influence human rationality. BIT also explains the psychological effect on
investment activities, and it can also better explain the fact that normal investors are not
rational and their decisions are limited.

Regarding the investment decision processes, Pompian (2011) revealed that
investors rely on forecasts and their knowledge. Therefore, human judgment, behavior,
and welfare are important facts about how human actions differ from traditional
economic assumptions. These cautions helped the researcher to prepare interview
guidelines for ECF investors. The interview guidelines provided probing guidance
questions that also helped the researcher to classify investor bias in the ECF investors’
participant group.

In conclusion, most crowdfunding studies focused on the key success factors in
for fundraising campaigns, especially Kickstarter, which is a reward-based
crowdfunding platform. The ECF studies were also based on archival study, but no
academic and practitioner studies have analyzed the key accounting and non-
accounting information from the important involvement parties in the ECF
environment. Furthermore, some academic literature focused attention on information
asymmetry in reward-based crowdfunding. A few studies focused on the ECF
environment; however, they did not explore accounting and non-accounting
information characteristics that can mitigate information asymmetry between fund-
seekers and investors. Although some prior studies investigated investor behaviors
related to ECF investment, they do not provide unique insights into investor bias.
Therefore, this study aims to investigate key accounting and non-accounting
information that is used to reduce asymmetric information in the ECF environment, and
to explore investor bias that influence non-professional investors in the ECF
investment. The next chapter discusses the research design used to develop a conceptual

framework, and tests key information factors and investor bias in the ECF investment.
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CHAPTER 3: RESEARCH DESIGN

This chapter presents a discussion of the research design, including the

qualitative

and quantitative studies. The qualitative study with in-depth interviews to

identify the framework of accounting and non-accounting information used by different

ECF involvement parties as the respondents’ thoughts, feelings, emotions, points of

views, experiences, behaviors can be elicited. The qualitative study was employed to

investigate

the two research objectives:

To analyze the accounting and non-accounting information that is used by
ECF platform operators in the fund-seeker and investor selection process
To investigate the accounting and non-accounting information that is used
by fund-seekers to attract ECF investment

In order to achieve the two objectives, two research questions have been

developed:

How are accounting and non-accounting information used by the ECF
platform operators in the fund-seeker and investor selection process?
How are accounting and non-accounting information used by fund-seekers

to attract ECF investment?

The quantitative study with an experimental study was used to examine the

types of information and investors’ bias influencing retail investor decision making in

ECF investment since an experiment replicating a natural setting can be employed to

gather data on respondents’ decision making process under controlled environments.

The quantitative method in this study was used to explore three objectives:

To examine the accounting and non-accounting information that influences
an investor’s decision on ECF investment

To identify the key accounting information that influences fundraising in
the ECF environment

To evaluate whether the characteristics of investors based on their

corresponding bias will affect investment decisions in the ECF environment

In order to achieve the three objectives, two research questions have been

developed:
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- How does the analysis of accounting and non-accounting information
influence an investor’s decision on ECF environment?

- How are investor’s decisions on ECF investment affected by investor bias?

This chapter also explains the rationale behind the development of a conceptual
framework that was based on interview results. The chapter concludes with a discussion
of the data collection for both the qualitative and quantitative methods.

Prior research has seldom studied the perspectives of participants in the ECF
simultaneously. There has been very little in-depth information as to how three main
groups of participants of the ECF, namely fund-seekers, investors, and ECF platform
operators, provide and use accounting information, which consequently affects ECF
success. This study addressed the aforementioned issues and collected data in two

phases. Figure 3-1 presents the sequential data analysis procedures.

3.1 Research Design: Phase 1 Qualitative Study
This phase explains the qualitative study in three aspects: (1) qualitative data

and in-depth interviews, (2) case studies and interview processes, and (3) research tools.
3.1.1 Qualitative Data and In-Depth Interviews

Qualitative Data

Qualitative data is used as a source of well-grounded, rich description and
explanation of behaviors and attitudes. In general, qualitative researchers usually work
with a small number of participants because qualitative samples tend to be purposive
rather than random. Therefore, there is no fixed number of interviews required in any
given circumstance. The number of interviews required depends on the purpose and
context of the study. Researchers generally reach a point when consistent themes begin
to emerge and when they hear similar ideas from each participant. This can be a useful
indicator that the researchers have collected enough information (Kvale & Brinkmann,
2009).



Figure 3-1: The sequential data analysis procedures
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The qualitative method in this study began by gathering detailed information
from the participants and by dividing the information into categories. These categories
were developed into patterns that can be compared with existing literature on the
research topic. In general, five qualitative methods are frequently used: one-on-one
interviews, focus groups, ethnographic research, text analysis, and case study. In this

study, the researcher employed the one-on-one in-depth interview method.

In-Depth Interviews

Based on the suggestions of Turner I11 (2010), Guion et al. (2001) and Legard,
Keegan, and Ward (2003), in-depth interviews are most appropriate when the
researcher wants to obtain detailed information about a person’s thoughts and behaviors
when he or she faces a new situation. In this study, the researcher asked open-ended
questions and additional probing questions to elicit deeper information from the
participants. In open-ended questions, the participants can fully express their points of
view and experiences. The researcher also extensively explored the factors that
underpin the interviewee’s feelings, emotions, opinions, beliefs, and reactions to the
questions. Moreover, the researcher chose in-depth interviews because this provides a
more relaxed data collection atmosphere as participants feel more comfortable when

conversing with the researcher.

This study investigated information asymmetry between fund-seekers and
investors from the qualitative characteristics of accounting information standpoint. It
also examined whether investor bias influenced investment decisions in the ECF
context. The researcher collected data by using one-on-one semi-structured interviews
and a snowballing technique to gather data from multiple sources of information to
provide a comprehensive view of the main parties (1-7) involved in the Thailand ECF
context. Interviews were also conducted with representatives of equity crowdfunding:
(1) the regulator, a senior officer of the FinTech Department at the Securities and
Exchange Commission (SEC), (2) a director of the LIVE platform, (3) an assistant
director of the LIVE platform (4) the CEO/Founder of the SINWATTANA platform,
(5) three CEOs/MDs of the firms involved in the LIVE platform, (6) the CEO of the
firm involved in the SINWATTANA platform, and (7) 15 potential investors who had

experience of investment in startups/SMEs.
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Figure 3-2: Seven stages of an interview inquiry
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Figure 3-2 shows the suggested interview inquiry process of Kvale and
Brinkmann (2009). The suggestion is broken down into seven stages of information
gathering as follows:

e Stage 1 Thematizing: Thematizing is clarifying the key information or key
points. The key points to be gathered through the in-depth interviews in this
study were the accounting and non-accounting information used by three
groups of participants: fund-seekers, investors, and ECF platform operators.

e Stage 2 Designing: Designing is a way to elicit information through an
interview process. This study used interview questions as guidelines to help
to focus on the topics to be explored. Furthermore, during the interview
process, the interviewer asked factual questions before opinion questions.
Probing questions were used as needed, such as “Can you give me an
example of...7”"

e Stage 3 Interviewing: Interviewing involves explaining the purposes of the
study and informing how long the interview session takes, which is normally
45 — 60 minutes. Audio-recording with complementary written notes were

used in the interview process. Therefore, the researcher needed to ask for
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permission to record the interview and inform the participants about the
terms of confidentiality. The field notes included observations about both
verbal and non-verbal behaviors of the participants.

e Stage 4 Transcribing: Transcribing means writing down the interviews
verbatim into texts and coding them by using NVivo, which is a qualitative
research software tool to help manage transcription. This stage employed a
third-party consultant to review all of the codes to determine the quality of
the coding.

e Stage 5 Analyzing: Analyzing means rereading the interview transcripts to
identify patterns by drawing together the codes from one or more
transcription to present the findings in the form of coherent description and
explanation.

e Stage 6 Verifying: Verifying is to check the credibility of the collected
information. It is also called ‘triangulation’ or the use of different persons to
analyze the data. In this study, two individual investors were asked to read
and analyze the same set of transcripts, and then the notes were compared.

e Stage 7 Reporting: Reporting is an important stage to share results from the

in-depth interviews.

The researcher adopted the suggestion of Kvale and Brinkmann (2009) and

followed their qualitative analysis procedures as shown in Figure 3-3.
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Figure 3-3: The qualitative analysis procedures
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According to the qualitative analysis procedures presented in Figure 3-3, the
researcher reviewed the literature and explored related theories about the use of
accounting and non-accounting information, the environments of startups and SMEs,
particularly financial problems and financial sources, the investment behavior of Angel
investors and Venture Capital investors (VCs), the ECF regulations, and the ECF
platform environment. These were used to help the researcher to understand the relevant

research issues and to present the background of what has already been studied.
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Secondly, the researcher contacted qualified participants by email, Line
application, or telephone to make appointments for the interviews. However, before the
day of the interview, the researcher made calls in advance to remind the participants
and to confirm that the interview was taking place.

Thirdly, the researcher interviewed the participants, having made a list of things
to bring and checking that each item was ready and in good condition. An example of

the interview checklist is as follows:

Interview Checklist
What to take to the interview
Equipment

Q 1 audio-recorder plus 1 fully charged battery
O Spare batteries
Q Field notebook and pens

Interview packet

Q 1 large envelope

Q 2 copies of the interview guidelines (for the interviewer and the
participant)

Q 2 consent forms (for the interviewer and participant)

Q 1 Thank vou gift

Source: Adapted from Mack, Woodsong, MacQueen, Guest, and Namey (2005), “Qualitative Research
Methods: A Data Collector’s Field Guide”’, Module 3 In-Depth Interviews, pp.49.

The researcher arrived at the interview location five minutes before the meeting
time. The audio recorder was then tested to make sure the voice recording and the noise
cancellation device worked properly, and the interview meeting mode was on. The
researcher also needed to ask for permission for audio-recording from participants and
to inform them about the terms of confidentiality and the right to stop the interview

before starting the interview.

Fourthly, the recording was transcribed. Data from the interview were
transcribed verbatim and included all the utterances of the speakers. The researcher also

listened to the audio recording and reread the parallel transcription to verify its
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accuracy. The transcription included non-verbal sounds, such as laughter and applause
because non-verbal sounds may be important parts of a transcription. For instance,

laughter can signify that something was meant as a joke.

Fifthly, the researcher analyzed and coded the transcripts. The major analytical
step was coding data. Data-driven coding implies that the researcher starts without
codes and develops them while reading the interview transcripts, such as activities,
strategies, meanings, level of participants, relationships, conditions or constraints,
consequences, and reflexive coding. (Kvale & Brinkmann, 2009). Coding data directly
leads to the development of theoretical categories. The researcher generated coding data
line-by-line and phase-by-phase, depending on the implications of each interview.
Charmaz (1996) stated that line-by-line coding helps the researcher to be close to the
data, to see the familiar in a new light, and also to put sufficient distance between the
researcher and participants to avoid any taken-for-granted assumptions about the
interview. Moreover, line-by-line coding encourages the researcher to decide what
kinds of data need to be collected next.

In this study, the researcher used NVivo software version 12, a software
program that supports qualitative research. The initial list of codes was based on the
researcher’s knowledge of using the NVivo software, which facilitated the analysis of
interview transcripts. Furthermore, it allows for such operations as writing reflections
on the interviews for later data analysis, coding, doing word counts, and making graphic
displays (Kvale & Brinkmann, 2009). NVivo software also supports on-screen coding
and note-taking while the researcher reads the transcripts. After the coding, a third-
party consultant helped the researcher to review the codes to determine the quality and

effectiveness of the interview transcript analysis.

Sixthly, the data were categorized. The researcher reread the interview
transcripts and identified themes by drawing together codes from one or more transcript
to present coherent descriptions and explanations. To check the credibility of the
information using the triangulation method, two individual investors read and analyzed
the same set of transcripts and the researcher then compared the notes. If something
was missing error, the researcher reread the interview transcripts, reviewed the coding,

and then identified the themes again.
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Finally, the researcher progressed from coding and categorization to abstraction
to develop a theoretical framework — the core of the emerging theory (Glaser & Strauss,
1967). The researcher then, used the theoretical framework to further conduct the

experimental study.

3.1.2 Case Studies and Interview Processes

Case Studies

In this study, a case study is regarded as a sample of the research that was
conducted. Four groups of interviewees that were selected consist of (1) fund-seekers,
(2) investors, (3) regulators, and (4) ECF platform operators. The details of the selection

criteria for each group are as follows.

The first group is the fund-seekers. “LIVE”, participants have to meet all the

criteria required by the LIVE platform as follows:
A company intending to raise funds must

1) be a juristic person registered under Thai law

2) have a financial statement certified by a CPA for at least 1 year
3) have no restrictions on minimum capital

4) not be an illegal business

5) have an interesting business or innovative ideas

6) be a business with high growth potential

7) conduct a business that has attracted investors

There were three fund-seekers from the three companies involved in this study.
All companies met the LIVE platform criteria that were stated on the LIVE website at

https://www.live-mkt.com/home. Figure 3-4 shows an example of the companies.



https://www.live-mkt.com/home

Figure 3-4: The LIVE platform website
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A fund-seeker from a company that was the first to successfully run a campaign
for online equity-based crowdfunding in Thailand raised funding through the
SINWATTANA platform. The SINWATTANA platform promoted the ECF
campaigns through the website at https://equity. SINWATTANA.com/en/. Figure 3-5

shows an example.

Figure 3-5: The SINWATTANA platform website
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The second group is investors. The participants have to attend the LIVE
platform or SINWATTANA platform’s events.

The LIVE platform has seven requirements for investor as follows:

1) Institutional investors based on the SEC definition®, such as banks,
securities companies, insurance companies, funds, etc.

2) Venture Capital

3) Private Equity

4) Investors with specific characteristics according to the SEC definition,
and also individuals and juristic persons with annual income not less
than THB 4 million or total assets of not less than THB 50 million

5) Having at least 1 years’ experience in investment

6) Registration verified as an investor

7) Getting full marks on the knowledge test (10 out of 10). The questions

are shown in Table 3-1

10 Institutional investors include:

(1) Bank of Thailand

(2) Commercial banks/ banks established under specific law

(3) Finance companies/Credit foncier companies/ Securities companies

(4) Non-life insurance companies/Life insurance companies

(5) Mutual funds

(6) Provident funds

(7) Private funds in which every individual or juristic person assigning the management of such funds is
institutional investor or qualified as high net worth investor

(8) Organizations or juristic persons established under specific law and having main objective in investment
management, for example, the Government Pension Fund, Social Security Fund

(9) Derivatives business operators/ derivatives business operators operated under law on agricultural futures
trading

(10) International financial institutions

(11) Deposit Protection Agency

(12) The Financial Institutions Development Fund

(13) The Stock Exchange of Thailand

(14) Statutory corporations

(15) Juristic persons in which persons under (1) to (14) hold shares in aggregate of more than seventy-five percent
of total shares with voting right

(16) Foreign investors with the same characteristics as such investors under (1)-(15) mutatis mutandis

(17) Individual registered as qualified fund manager/ derivatives fund manager

(18) Other types of investors as specified in the SEC notification
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Table 3-1: The knowledge test from the LIVE platform

Seq. Topics Agree  Disagree |
1 | Generally speaking, the likelihood of the newly emerged
businesses to succeed is low. Q ves O No
2 | My entire investment amount when investing in startup/SME O Yes O No

businesses might be lost.

3 | Since startup/SME businesses are risky assets, | shall diversify O Yes O No
my investment and cautiously invest in them.

4 | Regulators (i.e. SEC, SET) don’t do any due diligence on
startup/SME businesses before public equity offering. Q ves O No

5 | Investing in startup/SME businesses won’t be easy to divest. I
may need to find investors who are interested to buy them in
the OTC market or | may have to wait until there is a takeover Q Yes Q No
of those businesses. In either case, | may recover my
investment or lose some of my investment.

6 | The founder of the company doesn’t have commitment to buy
back all my investment in that company. QO Yes O No

7 In general, startup/SME businesses won’t pay dividends at all. O Yes O No

8 If there is a secondary equity offering on the company, the
number of my shares of the company will be decreased. Q Yes O No

9 | A good investment strategy in startup/SME businesses is to
diversify investment portfolio. O Yes O No

10 | Crucial information needed before making any investment are
financial statement, business plan and management team and Q Yes Q No
structure.

Source: LIVE platform

The SINWATTANA platform has requirements for the investor as follows:
Retail Investors

A retail investor can invest up to THB 100,000 per company and THB
1,000,000 per year in all businesses combined. Additionally, retail investors must pass
the knowledge test (10 out of 10) for them to be considered ready to invest as shown in
Table 3-2.



Table 3-2: The knowledge test from the SINWATTANA platform

KNOWLEDGE TEST
TEST YOUR KNOWLEDGE FOR BEING AN INVESTOR

You need to pass this test to verify your understanding to become an investor and to obtain
investor status

(1) What is the failure rate of issuers who make an offer for sale of securities on a
funding portal?
O High failure rate
O Low failure rate
(2) In case the issuer has to close down, how does this affect invested money?
O Funding portal pays back the investor(s)
O Issuer buys all securities from the investor(s)
Q Investor(s) may not get all invested money back
(3) After the deal is closed, how does investor sell the securities?
Q Investor(s) cannot sell the securities
Q Difficult to sell because the channel that is used to change from one investor to
another investor may be limited
(4) Does issuer always pay dividends to investor(s)?
O No, it depends on the policy of the company
QO Yes, the issuer has to pay it to investor(s)
(5) When the issuer issues new securities (dilution), are there any effects on the
existing shareholders?
Q Yes. It has an effect of profit sharing and voting for the shareholders
O No effect
(6) What is the examination of offering information and offering manners conducted
by the crowdfunding portal based on?
Q Information disclosure by the issuer (self-declaration)
O Information about the issuer from the internet
(7) Can the investor claim compensation under the Securities and Exchange Act B.E.
2535 when the investor faces a situation where the issuer disclosed false or
incomplete information?
O Yes, the investor can
O No, the investor cannot
(8) What is the maximum limit of investment for retail investors per company?
O THB 100,000
O THB 1,000,000
O No limit
(9) What is the maximum limit of investment for retail investors in 12 months?
O No limit
O THB 1,000,000
O THB 5,000,000
(10) What is the period that investor(s) can cancel the sale of securities?
Q Less than 96 hours
Q Less than 72 hours
O Less than 48 hours

Source: SINWATTANA platform
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Non-Retail Investors

These investors do not have a limit on the amount they can invest and fall into

one of the following four categories:

1) Institutional Investors'!
The definition of institutional investors, special high-net-worth
investors, and high net worth investors

2) Private Equity Trust
Private equity trusts have been established with the purpose of joint
investment by two or more partners that are institutional investors or
high-net-worth investors. In this regard, such an establishment shall not
be a private trust or assign any person to manage the portfolio of the
firm.

3) Venture Capital
Rules, conditions, and methods of investment management companies
established under Thai law that have the main purpose of a venture

capital business

1 Institutional investors include:

(1) Bank of Thailand

(2) Commercial Bank

(3) Bank established under specific law

(4) Finance company

(5) Credit foncier

(6) Securities company

(7) Non-life insurance company

(8) Life insurance company

(9) Mutual fund

(10) Private Fund managed by Securities company for investment of investor under (1) to (9) or (11) to (25)
(11) Provident Fund

(12) Government Pension Fund

(13) Social Security Fund

(14) National Saving Fund

(15) Financial Institution Development Fund

(16) Derivatives business operator under the law on derivatives Act

(17) Future business operator under the law on concerning agricultural futures trading

(18) International Financial Institution

(19) Deposit Protection Agency

(20) Stock Exchange of Thailand

(21) Juristic person in the category of statutory corporation

(22) Juristic person whose shares are held by person under (1) to (21), in aggregate exceeding seventy five percent
of all shares with voting rights

(23) Foreign investor having similar characteristics to person under (1) to (22)

(24) Fund Manager or derivatives fund manager under the Notification of the Office of the Capital Market
Commission concerning rules for personnel in Capital Markets Business

(25) Any other investors as specified by the SEC Office
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4) Qualified Investors
The definition of qualified investors:

(1) Electronic provider supporting fundraising

(2) An ordinary person who has invested in stocks directly for at
least one year and possess either of the following characteristics:

a. Having the net asset value of at least THB 50 million,
excluding real estate used as the permanent residence of
such person;

b. Having an annual income of at least THB 4 million

In this regard, the calculation of assets or income under (a) and

(b) may include the assets or income of the spouse.

(3) Executives shall be a person who has knowledge of and expertise
in business operation, investment, has assessed the value of the
business operator, or has given advice for business development
for at least three years such as financial advisors, analysts,
business incubators, directors or executives responsible for the
investment of institutional investors or business executives, etc.
Executives must have at least THB 5 million invested directly in

stocks.

The third group is regulators. A senior officer of the FinTech Department of the
SEC was selected to be the participant in this group. The interview with the
representative from the SEC was expected to uncover the principles and objectives of
supervision over both ECF platforms and investors. The principles of supervision of
the ECF platform are, for instance, screening companies intending to raise funds by
requiring such companies to disclose relevant information and by providing a
mechanism for proceeds obtained from share subscription. Investors must become
members of the ECF platform to gain access to share offering information, and before

investing, they must pass the knowledge test on the risks associated with investment.

The fourth group is the ECF platform operators: (a) a director of the LIVE
platform, (b) an assistant director of the LIVE platform, and (c) the CEO/Founder of
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the SINWATTANA platform who were selected as representatives of the ECF

platform.

Interview Processes
There are three steps in the interview processes: (1) preparing for the interview,
(2) conducting the interview, and (3) ending the interview.

Preparing for the interview is the step in which the researcher studied the basic
information about startups/SME fund sources, investor decision making, and the ECF
environment through websites, news, startup events, SET events, books, and academic
journals. The researcher then selected qualified participants and contacted them to make
interview appointments including interview dates, times, and venues. Generally,
interviewees offered a quiet private location with no outsiders present where they felt
comfortable such as a coffee shop or their office. It should be noted that the interview
questions were sent with the letter of invitation to the interview. The invitation letters

are shown in Appendix B.

On the day of the interview, the researcher arrived at the selected venue five
minutes before the meeting. The researcher prepared the audio-record equipment,
interview questions, consent documents, and the researcher’s name card. The researcher

also prepared a little gift (a coffee mug) to show appreciation.

Conducting the interview is the step in which the researcher started the
interaction with an introduction and a name card, introducing the research topic,
providing a clear reiteration of the nature and purpose of the research, reaffirming
confidentiality, seeking permission to record the interview, informing the time of the
interview process (approximately 45-60 minutes for each participant), and informing
participants to read and sign the consent document. The terms of consent included the
participant’s agreement to be interviewed for a predetermined length of time, at a
particular venue, on a particular topic, and under clear conditions of confidentiality.
Moreover, participants had the right to change their mind at any time and stop the
interview process and/or to refuse to answer any questions that made them feel

uncomfortable.
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To succeed in the in-depth interviews, the researcher had to follow the
interview guidelines to elicit information. The audio recording provided an accurate,
verbatim record of the interview, and captured the language used by the participants
including their hesitations and tone in far more detail than would ever be possible with
field notes. The audio recording also allowed the researcher to focus on the
conversation, maintain rapport, and enable a more natural flow of conversation between
the researcher and the participant. Consequently, the researcher had to give full
attention to listening to the participant and probing in-depth.

Ending the interview is the final step of the interview process. Approximately
ten minutes before the end of the interview, the researcher signaled to the participants
by using phrases such as “the last question...” It allowed the participants to clarify the
next step. The researcher then provided the participants with contact details so that they
could ask follow-up questions, obtain additional feedback, or express any concerns.
Furthermore, the researcher asked the participants if they had any other questions or if
they wanted to provide more information about any of their answers.

The researcher then switched off the audio recorder, gave them the gift, and
thanked the participant warmly. The researcher then informed the participants about
how their valuable contribution helps the research, and also reassured the participants
about confidentiality on the use of the interview data and the deletion of the audio files

after the research was completed.

3.1.3 Research Tools

This study collected data by using one-on-one semi-structured interviews. The
research tools included (1) the researcher and (2) interview guidelines. The details of
each research tool are as follows:

Researcher

A good interviewer is an expert on the topic of the interview as well as in human
interaction (Kvale & Brinkmann, 2009). Therefore, the researcher must be
knowledgeable about the investigated topic, a master of conversational skills, and have
self-confidence. Increasing the knowledge of the researcher enhances the credibility of

the research. The researcher fulfills the knowledge criteria as follows:
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Firstly, the researcher enrolled in the course 3800785 Qualitative Methods in
Psychology, which was offered at the Faculty of Psychology, Chulalongkorn University
in the first semester of the academic year 2016. In the course, the researcher studied
various types of qualitative methods and the essential techniques for qualitative
research, such as interview techniques, data analysis, and qualitative research report

writing, etc.

Secondly, the researcher participated in “Qualitative Data Analysis with
Computer Software” at the Institute for Population and Social Research, Mahidol
University from 31 July to 4 August 2017. In the process of coding, this study used
NVivo software, which is qualitative research software, to help manage the

transcriptions.

Finally, the researcher has researched both the topic and methods is presented

in Table 3-3.

Table 3-3: Research seminar and conference participation
\ Date Topics Venue |

3 March 2017

SASIN Research Seminar “Threads of
Success: New Empirical Generalizations
from A Large Crowdsourcing Dataset”

Sasin Graduate Institute of
Business Administration,
Chulalongkorn University

Sinwattana

4 April 2018 Thailand Innovation Hubs 4.0 Queen Sirikit National
“Funding Opportunities for Startup” Convention Center
26 April 2018 “LIVE Open House” The Stock Exchange of
Thailand
4 May 2018 “STARTUP Valuation & Beyond” The Stock Exchange of
Thailand
17 May 2018 “Startup Thailand” Queen Sirikit National
Convention Center
26 July 2018 “Open House Investor” The Stock Exchange of
Thailand
8 September 2018 | “Angel Investor Meetup” The Stock Exchange of
Thailand
24 September 2019 | “Investors Exchange Forum” By THE WHITE ROOM -

Crowne Plaza Bangkok

17 December 2019

“SEC Capital Market Symposium 2019

Surasak Ballroom (11th FL.)
Eastin Grand Hotel Sathorn
Bangkok

30 April 2020

SEC FINTECH VIRTUAL SEMINAR
2020 “Power of The Crowd: Break the
Crisis of Covid-19 with Crowdfunding”

SEC Facebook LIVE
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Interview Guidelines

An interview guideline is a tool for structuring an interview and ensuring that
important questions are not be forgotten during the interview (Kvale & Brinkmann,
2009). Furthermore, the interview guidelines not only indicate the topics and sequence
of the interview, but also allow the researcher to probe related topics that may arise
during the interviews. For the semi-structured interviews, the guidelines include an

outline of topics to be covered with suggested questions.

In the interview guidelines, the researcher used direct questions throughout the
interview. The interview questions for fund-seekers, investors, regulators, and ECF
platform operators are presented in Appendices C01, C02, C03, and C04, respectively.
All participants were informed about the aims of the study and signed the consent
document (Appendix D01-D05).

Ethics Statement

All participants were informed about the aims of the study and signed the
consent document. This study’s project number 050/62 was approved by the Research
Ethics Review Committee for Research Involving Human Subjects: The Second Allied
Academic Group in Social Sciences, Humanities and Fine and Applied Arts at
Chulalongkorn University, based on the Declaration of Helsinki, the Belmont report,
CIOMS guidelines and the principles of the international conference on harmonization
— Good clinical practice (ICH-GCP).

The findings in the qualitative study used thematic analysis (TA) to capture
patterns (themes) across data from in-depth interviews. TA is a method of data analysis
for systematically identifying and organizing patterns of meaning in an aspect of a
phenomenon in-depth. The two main reasons that TA is appropriate for analyzing
qualitative data are accessibility and flexibility. TA helps qualitative research acquire
broader debates and makes qualitative research findings available to a wider user. TA
is also flexible because it can conduct data in different ways, such as field studies and
in-depth interviews (Clarke, Braun, & Hayfield, 2015). Therefore, the researcher used
TA to identify participant’s meanings and ideas that lie behind what is explicitly stated.
TA also helped the researcher to explore the relevant answering particular research

questions from the analysis.
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3.2 Research Design: Phase 2 Experimental Study

This phase is the experimental method that provided an initial validation of the
framework found in the interview transcripts, which was then used to reconfirm or
disconfirm the particular dimensions. The main objective of this phase was to
investigate key accounting and non-accounting information, investor behaviors, and the
relationships with ECF investment decisions. The experimental study explored the
likelihood of investment in startup/SME campaigns from the perspective of retail
investors by focusing on three types of information (1) accounting information (2) non-
accounting information, and (3) a combination of accounting and non-accounting
information. M. Statman (2005) and Pompian (2008) stated that behavioral finance
indicates that rational investors are different from normal investors. For instance,
rational investors are more likely to focus on risk and expected return, whereas the
investment of normal investors is affected by cognitive errors and emotional bias.
Emotional bias refers to a subjective, direct psychological experience associated with a
viewpoint. The role of emotional factors, such as social-emotional bias in financial
decision-making, is important (Sadock, Sadock, & Ruiz, 2000). Therefore, this study

seeks answers to the following research questions:

- How does the analysis of accounting and non-accounting information

influence an investor’s decision on ECF investment?

- How are investor decisions on ECF investment affected by investor bias?

3.2.1 Development of the Conceptual Framework

There are two sources to construct a conceptual framework. The first source is
the information from a total of 23 interviews covering four main groups of participants,
of whom 15 were male and 8 were female with an average age of 42 years old. The
representative of the ECF regulator group was a senior officer at the FinTech
Department of the Securities and Exchange Commission (SEC). The three participants
from the two ECF platforms included a director of the LIVE platform, an assistant
director of the LIVE platform, and the CEO/Founder of the SINWATTANA platform.
The four fund-seekers were three CEOs/MDs of the firms that are involved in the LIVE
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platform, and the CEO of the firm involved with the SINWATTANA platform.
Investors included 15 potential investors who had investment experience with an
average of 16 years of investing in the SET, startups, or SMEs. Table 3-4 summarizes
the characteristics of the interviewees.

The interviewees had similar opinions about the information symmetry between
fund-seekers and investors identifying it as an important factor to drive ECF fundraising
success. In particular, the investors’ points of view reveal that, in the early stage of
business, there is not much information to access from young businesses and the income
statement usually shows an operating loss. Therefore, investors focus on non-
accounting information, such as the business model, product/service characteristics,
market potential, etc. However, these investors did not disregard accounting
information, especially financial projection information and were more likely to focus

on net profit projections, cash flow projections, D/E ratios, and dividends.

Table 3-4: Characteristics of interviewees

Investment Length of the

Type Business Education Profession Gender Age
(average) experience interview
(average (average
years) minutes)
Investor
Business consulting Bachelor degree (5) CEO Male (2) 53 26 75
Business investment Master degree (9)
Incubator Ph.D degree (1) Co-Founder Male (2) a2 14 60
Technology
Director Male (5) 38 14 65
Female (2)
Angel Investor Male (3) a5 18 75
Fernale (1)
Fund seeker
Service Bachelor degree (3)  CEO Male (1) a3 - 50
Retail trade Ph.D degree (1) Fernale (1)
Technology Director Male (1) a4 - 80
Female (1)
Platform
ECF platform operator ~ Master degree (2) Director Male (1) a4 - 60
Certificate (1) Female (2)
Regulator

ECF regulator Master degree Senior Officer Fermale 40 - 60
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The accounting and non-accounting information that investors mentioned in the
interviewees in the first phase are shown in Table 3-5. From coding and categorization
to abstraction, the researcher developed a "theoretical framework — the core of the
emerging theory" (Glaser & Strauss, 1967).

Table 3-5: Categories of information from the interviewees

o o | o R EE R .
- ~ @ < I 0 = © o - < e - e = - o~ (4]
Type cle e s (e lelelsle (D121 2[00 (78|88 ¢ E E E ©
§/6 8|8 /5| ¢8|8 6/'s 5 5 5 5 65/5 % ¢& & ¢ E E E|2
P K % % v B h oW B e g £ £ £ £ ¢ @ O 0 5 5 O 8
) ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ § o§ oY OFOEOEOSLans 5 83
L] L3 L]
information £ £ £ £ £ E £ £ E z z z z £ E't g : g :: s
w w w w
Accounting
Financial statements [ BN [ BN BN BN BN BN BN BN BN J o 0 0 o 0 0
Financial projection o 0 [ [ ) [ ] o 0 0 0 0 ] [ ]
Expected financial returns [ BN | [ ] [ ] [ ]
Financial ratio [ BN ] L ]
Non-Accounting
Fund seeker characteristic o 0 ® 0 0 ¢ ¢ o o 0 o o [ ]
Product/Service characterlstic (] (] [ ] [ ] [ ] [ ] [ ] [ N )
Business model [ ] o 0 0 o 0 0O [ ]
Teamwork | BN ] { [ BN ] [ ] ]
Communicatlons [ ] [ o0
Market potential [ BN BN |
Networks [ ] [ BN ]

Accounting Information

Prior research demonstrated that accounting information is essential in
investment decision making. The four categories of accounting information are
(1) financial statements, (2) financial ratios, (3) financial forecasts, and (4) voluntary
disclosure. Financial forecasts include funding goals, financial projections, the share of
equity, and expected financial returns. Lukkarinen et al. (2016) revealed that the
availability of financial statements and financial projections is positively associated

with the number of investors. As Investor 1 emphasized:

[...] I study financial statements for analysis before the investment and .... I
think it’s an entrepreneur’s job to make sure your financial statements are simple
enough to communicate with other people. The financial statement you submitted to
the Revenue Department does not show details. It is only for tax payment. You need
to present the details to show me what is what. You need to communicate using those
figures.
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Financial statement information and forecasts indicate the credibility and
capability of companies. According to Ahlers et al. (2015), sales, Earnings Before
Interest, Taxes, Depreciation, and Amortization (EBITDA), Earnings Before Interest
and Tax (EBIT), and net earnings forecasts in financial projections can explain the risks

of the ECF funding project. As Investor 14 noted:

[...] Financial forecast is used for decision making. Personally, | don't 100%
believe it. As | know those figures are from the financial projection using competitors

or similar business models as a benchmark. | myself care about valuation.

The funding goal is different in each stage of the business. The company should
have a clear idea about the amount of money required to achieve certain milestones.
Excessive amounts may make it difficult to achieve fundraising success, but an
inadequate amount of money may result in the failure of business operations. Some
studies showed that high funding goals are negatively associated with funding success
(Cumming & Johan, 2013; Mollick, 2014). As Investor 5 stated:

[...] The amount of money for raising funds shouldn't come at once...like THB
18 million. Take a look at other countries that raise funds of 60,000 dollars or
sometimes 100,000 dollars. Why do we raise a fund of 500,000 dollars or
approximately THB 18 million? If you want to support startups, fundraising should

come at an early-stage or seed-stage when the fund is not that much.
Investor 10 had an interesting opinion about the maximum limit of investment in ECF:

[...] Actually, I think the limit of funding amounts for a company is depending
on the nature of the business, but for me, THB 40 million is reasonable. I think...it is
not too much or not too small an amount of money. It's around USD 1 million, for me

it is okay.

For the investment limit of THB 1 million per year for the retail investors, |
think it's a too-small amount of money. | don't want to invest only THB 100,000 per
company. I think it looks like children. If | want to invest at THB 500,000 per company,
no | can't do that because of the limitations. The investors who invest in the ECF must
have financial knowledge and financial risk management. If you don't have, don't do

that. | think these limitations are not the solution.

The expected financial returns aspect is a major reason for investors to fund a

campaign. However, startups or SMEs may not have acquired profits in their business
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because almost all of the company value is based on the expectation of future growth
(Angerer et al., 2017). Hornuf and Schmitt (2016) calculated the returns for a naively
diversified portfolio from the German equity crowdfunding market from 2011 to 2015.
They found that startups or SMEs cannot pay an annual return to their investors.
However, Crowdcube, a British ECF portal, paid an annual return of 8.8 percent on

average. As Investor 8 noted:

[...] The major problem with startups is overvaluation, which affects the
expected return...Now you can see that many angel investors are scared of investing

in startups because founders don’t take care of investors’ money.
Also, Investor 14 emphasized:

[...] 1 just want the business to grow someday and earn 12%-15% annually

..It’s gonna be great!

The majority of investors hoped startups and SMEs would have a profitable,
scalable, repeatable business model, and an exit strategy for selling their shares at some
point in time. However, fund-seekers believed that investors realized and understood

the nature of startups and SMEs in the early-stage. As Fund-seeker 2 explained:

[...] Angel investors in Thailand are very risk averse. They want to see profit
but of course new investment in early-stage has no profit, but loss. New companies
are not yet profitable but they are raising funds to finance growth and they are able

to become profitable in the future.

Although startups or SMEs may not have made profits in their businesses,
investors still want to see their prior and current financial statements. Investors want to
observe a suitable accounting system at the company. They expect projected revenue
estimates or a revenue model, and financial projections before making an investment
decision. As shown in Table 3-6, the four types of relevant accounting information are
(1) financial statements, (2) financial projections, (3) expected financial returns, and (4)

financial ratios.
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Table 3-6: Types of accounting information

Type Quote

Financial statements
If you are an SME and you want to raise fund, your financial statement needs to be reliable or efficiency certified.
Or at least, the firm must be potentially profitable. There must be some net profits. (Investor 5)
We need to look at the statement of financial position first. It's the stability of the firm. What is their liability?
How much stakeholder percentage is? What is the book-price? It's like a medical checkup before the decision.
Is this firm sick? If it is sick, we'll screen it out. We won't get involved in its business. (investor 8)

Is your financial statement ready to be presented? Are you ready to show everything to the public? (Founder 4)

Financial projection
Forecast needs to be logical. If | ask how you came up with this figure, the firm must be able to explain it. Logic
Is crucial. If you want me to invest, you need to tell me how much | will earn after | pay this amount of money.
What is my profit from this investment? (Investor 7)
I'll take a look at the financial projection of the founder as a baseline. Then I'll calculate how much | will invest
and earn in the future. I'll customize the scenario by myself. (Investor 11)
Yes, | have to prepare the auditing financial statement from the previous year. Of course, because we raise a

fixed amount of money for the certain number of share so | have to do financial forecasts. (Founder 2)

Expected financial returns
We expect that investments in startups offer 30 times benefits in 4-8 years. (Investor 6)
Expected income is a priority for sure, but nobody knows if it's just selling dreams. We can just wait and see
(Investor 8)

| just want my business to grow 12%-15% annually until that day. That's good enough. (Investor 14)

Financial ratios
I'll take a look at the P.E. (Price to Earnings Ratio) which will tell you how healthy your business is. (Investor 8)
Normally we realize that startup's liquidity ratio is not very good, but we can see if it is reasonable. (Investor 9)

| believe it depends on the industry. We'll consider ROE and ROI. (Investor 12)

Qualitative Characteristics of Accounting Information

Financial reporting aims to provide important information that helps to guide
business decisions. One of the fundamental characteristics of accounting information is
relevance, which influences financial decisions. Predictive value is a part of relevance
that relates to profits, liquidity, and capacity utilization. Okun (1962) stated that
predictive value makes a positive contribution by attracting investors. This is important

because, as Investor 6 pointed out:

[...]When we look at the company's financial budget, it's understandable if
they had loss at the early stage. But it has to make sense in detail, such as if they
spent money for the entertainment budget or paid for their new cars, new houses, or
some assets. There are several financial dimensions to be considered. Is something

luxurious really important? It shows their accounting and finance management
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system. Importantly, it's a use of funds. What did they use it for? Is it the same as

what is told?
Also, Investor 5 stated:

[...] If you are an SME and you want to raise fund, your financial statement
needs to be reliable or efficiently certified. Or at least, the firm must be potentially
profitable. There must be some net profits.... Looking into their financial usage and
financial principles can give us a hint about how they spend their money. Some people
paid 500 baht for online courses to learn about everything, but some paid several
thousand baht for training courses. That shows how they spend their money

differently.

Enhancing the characteristics of accounting information including
comparability, verifiability, timeliness, and understandability are also important for
investor decisions. Understandability is one of the keys that investors focus on when
evaluating financial reports. Ampanozi et al. (2012) revealed that presentation is
important for understandability as their research revealed that graphical presentations

in a 3D format are easier to understand than plain text presentations. Investor 1 noted:

[...] How you present a financial report is very important. Data are not as
important as graphs. You need to know how to communicate so that investors can see
the pictures clearly. Presentation skill is more important than figures. You need to
interpret the meanings of those figures so that investors can understand them, and

they may then make decisions to invest in your business.

Non-Accounting Information

The analysis of transcriptions in the interview phase revealed seven interesting
aspects of non-accounting information (Table 3-7). Firstly, the fund-seeker
characteristics aspect showed the strength of a key success of business operations
because the fund-seeker can be seen as an indicator of competencies such as problem-
solving and leadership. The credibility of the fund-seekers is affected if the company
sets exaggerated or inadequate funding goals, does not have a solid business plan, has
a long-time funding period, or experiences project delays or prior project failure
(Mollick, 2014). Consequently, perceptions toward fund-seekers is one of the key

success factors for ECF fundraising. As Investor 9 defined:
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[...] Fund-seekers are the most important factor. We consider them in all
aspects. First of all, why they started this business, what their backgrounds are like,
what their vision is to grow business from now on. Also, how they find their team
members and maintain their team talents.

Secondly, the variety of products/services due to technology and innovation can
solve pain-points in real life. This aspect can affect the growth and survival of the
business, especially for startups whose technology or innovation should be scalable in
their current market and successfully repeatable in other markets. As Investor 14
described:

[...] Products must provide real solutions for customers and solve their pain

points. They need to be easy to scale since scalability is crucial.

Thirdly, the business model aspect is vital because it will provide clarification
on what exit strategy or expansion policy the company may take, such as initial public
offering (IPO), mergers and acquisitions (M&A), and Over-The-Counter (OTC). As
Investor 2 clarified:

[...] It is necessary that the firms have an exit strategy for investors. Normally,
it takes time for a firm to become profitable, and this is very tough for them, especially
when you don't issue dividends. Selling those shares is hard. Investment in ECF is
different from other types of investment from which we can sell our shares. The shares
from ECF cannot be re-sold.
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Table 3-7: Types of non-accounting information

Infermation Quote

Fund seeker

characteristics
Fund seekers need to be transparent. You want their money! You want their support! But if you close off,
who's gonna give it to you? It's about mentality. And here you are just to take other people's money or
you are here to be transparent. Ask for support and have integrity. (investor 15)
Fund seekers must give priority to honesty and trustworthiness. They must respect each other. They also
need to ensure that the firm is going to make profits and return the money to the investors at the time

specified. (Founder 4)

Product/Service
If the product has potential and prospect of success, no need go after anyone. Investors will jump at your
fundraising for sure, but the problem is there is no product, no product medification at all. {investor 5)
I'll consider if the products have prospect of success. Hew long will it take? Is it rarely produced in
Thailand? (Founder 1)

Business model
The exit strategy must be clear. It may cause a firm less attention. They've already invested in your
business. How can they take their money back? Will the value be able to increase? They'll think there is
ne exit fer them or no secendary market. (Investor 7)
Business model is to find a new perspective for developing a business that makes the world a better

place. Yeur product can solve custemers' pain peints. (Investor 13)

Teamwork
5taff is a factor for decision-making. | always try to visit their offices to meet their staff. (Investor 14)
Every single staff member must be in the same team with us. They need to know what our firm is deing;
for example, if we are fundraising, they all have to help with the P.R. as well for the whole team can

achieve our goals together. (Founder 4)

Communications
You need a communication channel to introduce yourself to investors as they will know what you are

doing and they need to feel that what the purpose of your fundraising Is. (investor 5)

Market potential
We'll take a lock at the members. Then we'll see the growth of the pattern since we can compare the
market sizes. (Investor 5)

We leck at the market size and then leck at defensibility. (Investor &)

Network
We need to build netwerks frem family, friends, and acquaintances. Persuade them te join our netwerk.
Make them trust us and ensure that their money won't disappear. Then the fundraising will be successful.

(Founder 4)

Fourthly, the quality of the management team and staff is another form of non-
accounting information, which includes business ethics, fraud, and the provision of
news. Good news is also taken into consideration, such as awards received from various
competitions or support from government agencies. Good news tends to enhance the
credibility of the company. Koch and Cheng (2016) indicated that the fund-secker’s
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appearance, the team's experience, and the preparedness and passion of staff help to

enhance the trustworthiness of the projects. As Investor 13 clarified:

[...] Team is very important as founders alone can't get a job done. This is the
fact! And everyone must bear this in mind since every investor believes so. We don't
consider founders as the only factor. When we invest, we will examine their teams.
When | invest, | talk to all the management team. | ask them how they really work,
what are their team members like. | go to their Town Hall. | join the firm's meetings.
I see the guts of how they work because when you are a startup, the CEO or
co-founders are the ones who frame the firm's culture so that everyone in the team

has the same vision and aims to achieve the same goals.

Fifthly, the communication aspect is one of the key drivers to reduce the
perceived information asymmetry between fund-seekers and investors and also
influence investors’ decision-making process. Moritz et al. (2015) stated that two-way
communication leads to sympathy, openness, and trustworthiness between both

investors and fund-seekers. As Investor 15 explained:

[...] Communication in the firm must be effective. There must be responses all
the time. If you observe a successful campaign, you will see that they communicate all

the time.

Sixthly, the market potential significantly improves sales force decision-making
and also indicates the growth and direction of business sustainability. Signori and
Vismara (2018) revealed that market potential offers a positive signal for the future
success of the firm. Furthermore, crowdfunding helps the firm to pilot the product and
connect with potential customers. As Investor 4 explained:

[...] Marketing will consider users' revenue stream and repeatable behavior,
as well as repeatability and scalability. Investors will consider if the behaviors can

be repeated and the scale is appropriate.

Finally, the network aspect portrays how well-connected the business can be.
The networks include family, friends, and partners. Some studies illustrated that
personal networks, such as family and friends, play an important role in fundraising.
They found that fund-seekers who have networks are more likely to succeed in
fundraising than those who do not (Koch & Cheng, 2016; Mollick, 2014). As Investor
13 clarified:
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[...] Firms who have experience know what is good and what is not good.
Having a circular connection will allow you to know which direction is wrong. It's
really good to have inside information that other startups don't have. That's your own
privilege.

Investors who aim to invest in a startup business often focus on innovative ideas
and search for a scalable and repeatable business model. Investors also hope to see their
company become a fast-growing business, with a profitable financial statement, and are
clear about the exit options. Investors invest money into companies with the main
objective to get a return on their investment. One of the interesting trends in startups’
exit strategy is IPO. IPO stands for Initial Public Offering and it means that a company
starts selling shares on the stock market. Therefore, the researcher selected a second
source to construct a conceptual framework from the annual reports (2018) of five
public companies limited who were listed on the SET: (1) AIT-Advanced Information
Technology PCL, (2) FORTH-Forth Corporation PCL, (3) JTS-Jasmine Telecom
System PCL, (4) MFEC-MFEC PCL, and (5) SAMTEL-Samart Telcoms PCL. These
five companies are related to information and communications technology, including
the maintenance and development of IT systems. Hence, a technology or mobile
application business can be a good case study for a scalable and repeatable business
model. The researcher explored both the accounting and non-accounting information
that the five companies presented to the public, including potential investors. The study
used this information as a benchmark for developing experimental materials. The
researcher conducted a content analysis of accounting and non-accounting highlights
in the annual reports that were submitted by five public companies limited, which is

shown in Table 3-8.
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Table 3-8: The accounting and non-accounting highlights in the annual reports (2018) from five public

limited companies.

AIT |FORTH| JTS | MFEC | SAMTEL
Accounting Info.
Financial Highlights
R . . P B
net profit and loss [ ] L [ ] [ ] e
sales and services income ]
gross profit . L] ®
operation profit ]
earnings per share L]
dividend per share - L L]
. . o P
total liabilities [ ] ] ] )
total shareholders' equuty L ] ] [ ] [ ]
book value per share L]
Financial Ratios
hqmdltymuu ......................................................................... P e ot o
current ratio ] [ ] L]
gross profit margin L] [ ] L] .
operating profit margin L]
cash profit ratio L
u::tproﬁnnargm o o “o
retum on equity L] L] L] L] [ ]
retum on assets L ] L] ® L] [
return on fixed assets L]
asset tumover rate L] L ]
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divident per share L] ] [ ]
Irems in Financial Statements
revenue from sales L] [ ] [ ] ] [
rental mcome L
cost of sales and services L] ] L] L] L]
gross profit from sales ® [ ]
e o o . .
selling and administrative expense L] L] ] .
net profit ] [ ] ° e ]
accounts receivable L] [ ] ® L] ®
liabilities [ ] L [ ]
shar:holdcrs'eqmty ............................................................. D e e S




FORTH

MFEC

SAMTEL

Non-Accounting Info.

Customers

customer demand

consulting service

after sales services

flexibility and speed in solving problems

products and services quality

customer satisfaction

Emplovees

professional / expertise

stability of work

tranmng / leammg & skill development

employees' tumover

compensation welfare care / employees' benefit

team work

people quality

service mund

Shareholders

confidences

maximize refurn / sustamable refurn on mvestmen

protect the interests of shareholders

good corporate govemance

Parmers

trust / protect
growth opportunities

sustainable success

great and honest relationships / long-term relationy

Soctery and Community

environment laws

education support

build up people / organization

Acronyms means

AIT - Advanced Information Technology PCL.

FORTH - Forth Corporate PCL.

JTS - Jasmine Telecom Systems PCL.
MFEC - MFEC PCL.

SAMTEL - Samart Telcoms PCL.

Source: The Stock Exchange of Thailand (SET)
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In conclusion, the (initial) conceptual framework was built from the qualitative
findings in the first phase and the accounting and non-accounting highlights in the
annual reports (2018) of five public companies limited. The data in this study
demonstrated that although the accounting information and non-accounting information
were important to stakeholders in the ECF, mixed-type information (both accounting
and non-accounting) had more impact on retail investor decision making. Therefore,

the initial conceptual framework is shown in Figure 3-6.

Figure 3-6: The (initial) conceptual framework for retail investor decision making in the ECF

. Investment
Information > o
Decisions
e Accounting e The likelihood
* Non-Accounting of investment
» Mixed e The amount of
mvestment

Investment Behavior

Behavioral Investor Type (BIT) examines recognition and emotional factors
which influence human rationality. BIT also explains the psychological effect on
investment activities, and it can even better illustrate the fact that ordinary investors are
not rational, and their decisions are limited. Regarding the investment decision
processes, Pompian (2011) revealed that investors rely on forecasts and their own
knowledge. Therefore, human judgment, behavior, and welfare are essential factors that
affect how human actions differ from traditional economic assumptions. Consequently,
the researcher incorporated the findings in the first phase related to the role of
accounting and non-accounting information and investor behavior, which may increase
or reduce the likelihood of the retail investors’ investing in the ECF environment. The

conceptual framework is shown in Figure 3-7.
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Figure 3-7: Conceptual framework of this study

: Investment

Information T . o
Decisions
Investor
e Accounting Bias e The likelihood
e Non-Accounting of investment
o Mixed ¢ The amount of
¢ Emotional Bias nvestment

e Cognitive Errors

The dependent variables in this study are related to the likelihood of retail
investor decision making and the amount of investment (), while the independent
variables refer to the different types of information (X), including accounting
information, non-accounting information, and mixed-type accounting and non-
accounting information. Prior studies found that behavioral finance indicates that
rational investors are different from normal investors, and both of them react
emotionally in stressful situations (Hirshleifer & Hong Teoh, 2003; Pompian, 2008; M.
Statman, 2005). Therefore, this study identifies cognitive errors and emotional bias as
moderator variables that affect the magnitude of the relationship between information

and retail investor decision making.

3.2.2 Design and Manipulations

The researcher designed two continuous experiments. The first experiment
employed three between-subjects design with a control group. Participants were
randomly assigned different types of information (accounting, non-accounting or
mixed-type). Independent variables (X) refer to the types of information. Participants
decided to invest in the startup/SME campaign (the likelihood of investment).
Dependent variable (Y) refers to the likelihood of investment and the amount of
investment. Based on the findings from the interview phase and the experiment pilot,
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the researcher expected that retail investors, who employed mixed-type information
(accounting and non-accounting), were more likely to be involved in the ECF
campaign, as demonstrated in Figure 3-8. Therefore, the researcher hypothesized the

following:
Hi: The use of different types of information, accounting, non-accounting,
and mixed-type, will affect the decisions of retail investors differently in equity-based

crowdfunding.

Figure 3-8: Prediction of the effect of information on the retail investor decision making
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The second experiment was designed to investigate the magnitude of the
relationship between the results in the first experiment (the effect of information) and
the investor behaviors (cognitive errors and emotional bias) that impacted retail investor
decision making. The researcher used regression analysis to predict the causal
relationship between information and investor behavior. Therefore, the researcher

hypothesized the following:

Hz: Investor behaviors affect the decisions of retail investors in equity-based

crowdfunding.
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The investor behavior questions were adopted from various literature. The

questions on cognitive errors and emotional bias are shown in Table 3-9.

Table 3-9: The resources of cognitive error and emotional bias questions

Cognitive Errors

Items Errors Sources
1. Itried to avoid investing in companies Representativeness Senthil (2015)
with a history of poor earnings.
2. | rely on past performance to buy stocks Representativeness Senthil (2015)
because | believe that good performance
will continue.
3. | forecast the changes in stock prices in Anchoring and Kengatharan and
the future based on the recent stock prices. | adjustment Kengatharan
(2014)
4. 1am unlikely to buy a stock if it was more | Anchoring and Senthil (2015)
expensive than last year. adjustment
5. Suppose that stock of ABC Company has | Anchoring and H. H. Khan, Naz,
outperformed the market for the past adjustment Qureshi, and
several years, considering its past, this Ghafoor (2017)
stock is expected to show similar
performance in the future.
6. | prefer to buy stocks on the days when Availability Hon-Snir,
the value of the SET index increases. Kudryavtsev, and
Cohen (2012)
7. | prefer to invest in a stock which has been | Availability M. Z. U. Khan
evaluated by a well-known expert. (2017)
8. Suppose you hear about a great stock tip Availability H. H. Khan et al.
from your friend who has a good stock (2017)
market sense, and he recommends you to
purchase a stock of ABC Company. You
are likely to buy some shares because your
friend is usually right about these things.
9. | was informed about all the fundamentals | Illusion of control Athur (2014)
of the company so that | am confident in
making my investments.
10. The previous profits generated from Hindsight Athur (2014)
similar investments by the company
made it very attractive to me to invest in
it.




Emotional Bias

Items Bias Sources

1. If my investments drop by 3 percent, then | Optimism Prosad (2014)
I think it would recover within a few
days.

2. lintend to sell my investments as soon as | Loss aversion Athur (2014)
it goes back to the acquisition price.

3. lwill not increase my investment when Loss aversion Senthil (2015)
the market performance is poor.

4. 1 usually have invested in capital that has | Loss aversion M. Z. U. Khan
a past positive performance in trading. (2017)

5. | believe that my skills and knowledge Overconfidence G. Chen, Kim,
about the stock market can help me to Nofsinger, and Rui
outperform the market. (2007)

6. | believe that | am less likely than many Overconfidence G. Chenetal.
others to suffer from bad trading. (2007)

7. | feel more confident about my own Overconfidence Senthil (2015)
investment opinions over the opinions of
my friends.

8. The last investment was more bad luck Self-attribution Athur (2014)
than it was my own poor judgement.

9. lavoid selling shares that have decreased | Regret aversion Muermann and
in value and readily sell shares that have Volkman Wise
increased in value. (2006)

10. I am holding my investments because | Regret aversion Athur (2014)
know the prices will revert soon.

3.2.3 Experiment Materials

Experiment 1 (Testing H1)

95

The experiment material'? in STEP 1 was categorized into three parts. The first
part presented background information of “200 Kcal down Co., Ltd.” —a food delivery
application that supports both the 10S and the Android system. The company has been

12 To ensure that the experiment material is practical, the researcher applied the information from various companies
who raise funding through the two ECF platforms. For the information manipulation, the researcher identified
interview transcripts and patterns from 23 interviewees (15 investors, 4 fund-seekers, 3 executive management
positions of ECF platform operators, and 1 regulator) and also explored the annual reports 2018 of five public limited
companies (who were listed on the SET) related to information and communications technology. Furthermore, the
researcher sent experiment material to three expert investors who had investment experience in startups/SMEs to
ensure the credibility, conformability, and transferability of the research materials.
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operating for 3 years. “200 Kcal down” has the potential to expand its low-calorie
restaurant and beverages through the network and also connects partners with major
food and beverage suppliers in Thailand continuously. Currently, the company has
more than 3,000 customers of all ages who order food and beverages through the **200
Kcal down™ app. There is also a system to connect with more than 20 suppliers of
healthy Thai food restaurants with 19 different menus and eight types of beverage.

In the second part, the manipulations were introduced. Participants played the
role of a retail investor in all treatment conditions. They proceeded with the same
general information. The additional information factors as an independent variable refer
to the types of information (X), including accounting information (AC), non-accounting
information (NC), and mixed-type accounting and non-accounting information (MX).
In the final part, participants had to follow two steps. First, participants decided on
investment probability (Y) by using an 11-point (0-10) Likert scale, where 0 and 10
denote not at all impossible and extremely possible, respectively. The total likelihood
is 100% and investment probability refers to the dependent variables. Then, participants
decided on investment amount (Y). Second, participants determined the weight
importance of information used to make decisions. However, to prevent bias about the
financial status of the participants, the researcher assumed that all participants had a
budget for investment of THB 100,000.

STEP 2 was divided into two parts. The first part identified the participants’
demographics and investment experience. General investment knowledge was then
tested with 10 multiple choice questions each with four answer options in the second
part. The total score for the investment knowledge test was 10 marks. These 10
questions were adapted from the SET and ECF platform operators. To ensure that the
participants had sufficient investment knowledge, if they got the marks less than 5 out
of 10, they were removed from the analysis.

To test Hypothesis 1, the analysis of variance (ANOVA) in Statistical Package
for the Social Sciences (SPSS) was used to determine whether there are any statistically
significant differences between the means of the three types of information: accounting
information (AC), non-accounting information (NA), and mixed-type information
(MX). ANOVA is the most efficient parametric method available for the analysis to
find out experiment results. Basically, ANOVA is used to compare two means from
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two independent (unrelated) groups using the F-distribution. ANOVA also provides an
integrated approach to normalization, estimation of expression levels, and testing for
differential expression. The real power of ANOVA is most apparent in the analysis of
multiple factor experiments. A factor is a group of treatments or conditions (Churchill,
2004). The purpose of experiment 1 in this study was to identify the use of three types
of information that affected the decisions of retail investors differently in equity-based
crowdfunding. Therefore, experiment 1 used the ANOVA test to compare the level of
information using F-tests to make different comparisons between the three types of

information from 90 participants’ points of view.

Experiment 2 (Testing Hz)

The researcher investigated the magnitude of the relationship between the
results of the first experiment (the effect of accounting information, non-accounting
information or mixed-type information) and the investor behaviors (cognitive errors
and emotional bias) that impacted the retail investor’s decision making. STEP 2 added
a third part which tested the participants’ investment behaviors with 20 questions (10
questions for cognitive errors and 10 questions for emotional bias); each question had
an 11-point (0-10) Likert scale, where 0 denoted strongly disagree and 10 strongly
agree. All 20 questions were adopted from various literature. Cronbach’s alpha was
used to measure the internal consistency and scale reliability of all questions before the
study results were compiled.

To test Hypothesis 2, regression analysis in SPSS Statistics 23 was used to
examine the strength of the relationship between investor behaviors (cognitive errors
and emotional bias) and investor decision making. Regression analysis is a method to
analyze the estimation of relationships between a dependent variable and one or more
predictor variables that explain the dependent variable. The regression analysis has five
key assumptions: (1) linear relationship, (2) multivariate normality, (3) no or little
multicollinearity, (4) no auto-correlation, and (5) homoscedasticity. The rule of thumb
of regression sample size at least 20 cases per independent variable is required in the
analysis (Casson & Farmer, 2014). Therefore, this study carefully followed the

regression analysis assumption and used 30 participants per independent variable.
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3.2.4 Experiment Procedures

Before the experiment, the participants were informed about the study purposes,
participant requirements, and required tasks by email. The participants were then
randomly assigned to treatment conditions (different types of information). They also
received a PDF file (instructions and experiment material) and a link to the online
questionnaire. During the data collection period, the researcher stood by to answer
questions from participants by Email or the Line application between 9 a.m. and 11
p.m. every day (for approximately 1 month).

All participants received an email and understood the instructions and
experiment material, and accessed the online questionnaire by clicking on the link. The
consent agreement appeared and the participants read the information carefully. If they
agreed to take part in the experiment, they clicked "I accept” and completed the
questionnaire. On the other hand, if participants clicked "I don't accept” they exited
from the questionnaire system. This process thus ensured their voluntary participation
in the research.

STEP 1 of the online questionnaire included the likelihood of investment
decisions and key factors in decision making (Appendix E01-E03). The participants
then continued to STEP 2.

STEP 2 in experiment 1 contained two sets of questions: demographic questions
and the investment knowledge quiz, while STEP 2 in experiment 2 included investment
behavior questions (Appendix EO04). Participants were required to complete all
questions in STEP 2. The participants then typed their name and address in return for a
THB 100 Starbucks complimentary card. The participants clicked on a submit button
to send their responses. The entire task lasted 30 minutes. The sequence of experimental
procedures is presented in Figure 3-9.

3.2.5 Pilot Test

The researcher conducted an experimental pilot test with 18 Master of Business
Administration (MBA) students from a major university in Thailand. The purpose of
this study was to investigate key accounting and non-accounting information that

influenced investor decisions in the ECF investment. The participants in this study were



99

specifically selected from a well-known business school in Thailand. MBA students
were used as proxies for nonprofessional investors (Elliott et al., 2007). However, the
participants needed to meet three criteria: (1) a minimum of three years of work
experience, (2) completing or attending a financial reporting subject or fundamental
accounting subject, and (3) some business knowledge. The participants in the pilot test
had average work experience of 5 years.

To ensure that participants had sufficient knowledge, they completed the
required task. The researcher tested participants’ knowledge through general
investment quizzes modified from those of SET and ECF platform operators. The pilot

test participants had an average level of general investment knowledge of 5.67.



Figure 3-9: The sequence of data gathering procedures
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3.2.6 Participants

A limitation of the present study is the issue of identifying ECF investors since
they are anonymous crowdfunders. Due to privacy concerns and data safety, it is not
possible to access information on ECF investors. No prior research has clearly
illustrated the characteristics of anonymous crowdfunders. In the literature on fund
raising, only the profiles of public investors, namely non-professional investors, angel
investors, and local investors have been examined. However, it is interesting to note
that anonymous crowdfunders and public profile investors are not two separate groups
of investors. Those who are public profile investors can invest in ECF as an anonymous
crowdfunder, and likewise, any anonymous crowdfunder can invest in public
investments. Hence, this study elicited four key characteristic features of ECF investors,
based on the distinctive features of non-professional and local investors, which were
widely investigated and discussed in previous studies on fund raising (Elliott et al.,
2007; Friesz, 2015; Mitteness, Sudek, & Cardon, 2012; Moen, Sgrheim, & Erikson,
2008). A group of graduate students in a Young Executive MBA Program and an
Executive MBA Program was then selected as examples of ECF investors in this study.
The four characteristic features employed in the study were education background,

financial knowledge, work experience, and average income.

Regarding education background, all of the 120 participants in this study were
MBA students. Mitteness et al. (2012) reported that more than 60% of angel investors
had graduate degrees. Elliott et al. (2007) also indicated that MBA students were good
representatives of non-professional investors, and the study of Friesz (2015) confirmed
that education is one of the success factors in crowdfunding investment for non-
professional investors. The second characteristic feature is financial knowledge. The
participants in this study passed the general investment knowledge test, a test adapted
from the one LIVE and SINWATTANA used to screen ECF investors. All of the MBA
participants also had financial knowledge. Work experience is the third key
characteristic to be considered. The participants in this study had an average of more
than five years’ experience as business executives. The participants had average work
experience of 7.17 years in experiment 1 and 14.37 years in experiment 2. Among them

were highly experienced assistant vice presidents, assistant managers, general
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managers, and directors. This is consistent with the research conducted by Moen et al.
(2008) in which local investors had an average of 5-years’ experience as business
executives. The fourth distinctive feature of the participants in this study is average
income. All of the participants had high monthly income which is consistent with Moen
et al. (2008), who found that local investors had a high average income. Nearly 70
percent of the respondents in experiment 1 had monthly income of more than THB
40,000. In experiment 2, nearly eighty percent of the respondents had monthly income
of THB 50,000. In sum, this study proposes four key features to address the limitations
and set up criteria to select participants for the study.

The researcher used convenience sampling®® in this study to select the samples.
Participants were MBA* students from three universities in Thailand who had a
minimum of three years of work experience®®. The participants also needed to have
completed or attended a financial reporting course or a fundamental accounting course.
The criterion of the sample size n > 30 was used and was assumed to be a normal
distribution (Bharath, Pasquariello, & Wu, 2008; Kwak & Kim, 2017). Therefore, this
experiment involved a total of 120 MBA students. They were divided into two groups.
90 participants were assigned randomly to experiment 1 and 30 participants were
assigned randomly to experiment 2. The number of experiment participants is presented
in Table 3-10.

One hundred and forty-six respondents registered through Google Forms.
Twenty-six of them got less than 5 out of 10 marks for investment knowledge test and
this group was removed from the analysis. Therefore, there were 90 valid respondents
for experiment 1, and 30 for experiment 2. In total, 120 participants completed all

sections with valid responses.

13 Convenience sampling is a method adopted by the researcher where the sample is taken from a group of people
easy to contact. This type of sampling is also known as grab sampling or availability sampling.

14The Master of Business Administration (MBA) is a postgraduate degree in business administration. MBA usually
provides two-year programs and typically include core classes in accounting, management, finance, marketing, and
business law.

15 Before this experiment began, the researcher asked for permission to collect data and do the experiment in their
classroom by sending the letter of permission to major universities in Thailand for their consideration. However, the
COVID-19 epidemiological situation. Universities in Thailand have begun to move their classes online to help limit
the spread of the novel coronavirus (COVID-19). Therefore, the researcher needed to collect data and do the
experiment by using email and online questionnaires. After getting permission from three universities, the researcher
started to collect the data in May 2020.
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Table 3-10: Number of experimental participants
Experiment 1

Manipulation case study: Participants
Accounting information 30
Non-accounting information 30
Mixed-type information (accounting and non-accounting) 30
Total 90

Experiment 2
Case study: Participants

Information factors (results from experiment 1) and 30
investor behavior testing (cognitive errors and emotional
bias)

Total 30

Table 3-11 shows the participants’ profile for experiment 1 and 2. The
participants in experiment 1 had average work experience of 7.17 years. Among them
were highly experienced assistant vice presidents, assistant managers, general
managers, and directors, as well as experienced professional positions such as analysts,
senior engineers, senior accountants, consultants, pharmacists, and architects. The
participants had, on average, attended financial reporting courses at 93.33 percent, and
fundamental accounting courses at 94.44 percent. The average investment experience
in individual common stocks was 1.87 years, and 0.14 years for startup businesses.

To ensure that participants had sufficient investment knowledge to complete the
required task after they had finished the main task, the participants answered the general
investment knowledge test based on 10 multiple choice questions which each had four
answer options. If participants got less than 5 out of 10, they were removed from the
analysis. The average score for participants’ general investment knowledge was 6.34.

In experiment 2, the participants had average work experience of 14.37 years.
Among them were high-positioned managing directors, general managers, audit
directors, and finance managers, as well as experienced professional positions such as
analysts, senior engineers, senior accountants, and business consultants. The
participants had, on average, attended financial reporting courses at 90 percent, and

fundamental accounting courses at 80 percent. The average investment experience in
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individual common stocks was 5.30 years, and 0.80 years for startup businesses. The

average score for participants’ general investment knowledge was 6.63.

Table 3-11: A summary of participants’ profile for experiments 1 and 2

Participants’ profile

Work experience on average (years)

Attending course
¢ Financial reporting

e Fundamental accounting

Investment experience
¢ Individual common stocks (years)

e Startup businesses (years)

General investment knowledge on average
(marks)

Experiment 1

7.17

93.33%

94.44%

1.87

0.14

6.34

Experiment 2

14.37

90%

80%

5.30

0.80

6.63

Analysis of variance (ANOVA) is the most efficient parametric method

available for the analysis to find out experiment results. Basically, ANOVA is used to

compare two means from two independent (unrelated) groups using the F-distribution.

ANOVA also provides an integrated approach to normalization, estimation of

expression levels, and testing for differential expression. The real power of ANOVA is

most apparent in the analysis of multiple factor experiments. A factor is a group of

treatments or conditions (Churchill, 2004). The purpose of experiment 1 in this study

was to identify the use of different types of information (Accounting, Non-Accounting,

and Mixed-Type) that affected the decisions of retail investors differently in equity-

based crowdfunding. Therefore, experiment 1 used the ANOVA test to compare the

level of information using F-tests to make different comparisons between the three

information groups from 90 participants.
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In sum, the ECF platform operation viewpoint in terms of the use of information
in the selection process in ECF campaigns and the ECF regulator aspect is explained
from interview findings. The experimental study described key information that fund-
seekers used to attract ECF investment and investigated the impact of different types of
information on retail investor decision making. The experimental study also evaluated
the characteristics of investors based on their corresponding bias that affected
investment decisions in ECF. The empirical results of this study are described in the

next chapter.
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CHAPTER 4: EMPIRICAL RESULTS

This chapter presents the main findings of this study. The findings can be
divided into four aspects. The first aspect reveals the ECF platform operation viewpoint
in terms of the use of information in the selection process of fund-seekers and investors
for involvement in ECF campaigns. The second aspect examines the key information
that fund-seekers used to attract ECF investment. The third aspect investigates the
impact of different types of information on retail investor decision making in equity-
based crowdfunding. The final aspect evaluates the characteristics of investors based
on their corresponding bias that affected investment decisions in equity-based

crowdfunding.

4.1 The ECF Platform Operators’ Aspect

The three ECF platform representatives stated that the ECF is a new fundraising
source which is not well-known in Thailand. Therefore, an important role of the ECF
platform operators is to protect and to enhance investor knowledge in the ECF

environment. As Platform operator 1 explained:

[...] ECF is quite new. If we talk to general people, they will not understand
what it is because it is something that people may not be familiar with. Education is
very important. We try to educate the key man who has the potential to invest in our

campaigns.
Platform operator 2 gave advice to fund-seekers:

[...] Fund-seekers need to clearly understand if ECF is appropriate for them
or not. Some fund-seekers think ECF is the answer to everything. It is not really like
that. Currently, there is a lot of sources of funds such as own savings, debt funding,
or micro-lending, or friends and families. In many funding sources, you don't have to

lose company shares or own shares, which is not the same as the ECF.

There are four important factors that platform operators use to screen a fund-
seeker company. It must (1) be registered under Thai law (2) have a financial statement
certified by CPA (3) have a fan-base or customer-base, and (4) have a rational business

model and potential products/services. As Platform operator 2 clarified:
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[...] We consider basic criteria to screen the fund-seeker companies who want
to raise funds through our platform, such as having a financial statement for at least
one year. Fund-seeker companies will have some difficult criteria that they need to
show us. How much effort the company has made in order to explore a possible
investor. This is important because if their company is so quiet and never promotes
themselves, there is neither a customer base nor a fan base. The campaign has a

deadline; if we cannot complete the funding goal in time, we fail.
As Platform operator 3 revealed:

[...] The company needs to validate the deal and then we have to agree before
we launch the campaign. We have to do a roadshow to introduce the campaign.
Investor deal has to reach the settle reservation before we launch that onto the

platform.

For the ECF, we are looking for a company which is 2-3 years old and they
have to be registered as a Thai company. We are also looking for the soft factor that
the company has. | mean...let's say a restaurant, have they won any awards? What is
the main attraction? Do they have a strong pipeline? Do they have a lot of

testimonials? Or is their team strong enough?

It's really important. Some companies have ten accounting systems, and you
have to clean it up. Here in crowdfunding, you can only have one accounting system.
We can only accept one accounting system and your accounting system has to meet
full DBD and RD requirements. They also have to pay tax. The features of
crowdfunding are transparency, accountability, responsibility, and being truthful to

the investors. Last, we look at the feasibility of their products and business model.

In terms of investors’ screening, the two ECF platforms are quite different. The
first platform focuses on high-net-worth investors, VCs, or institutional investors,
whereas the other platform focuses on retail investors. Thus, they have different

investor criteria. As Platform operator 1 noted:

[...] We focus on investors who have experience in the stock market because
the format that we consider is similar to established companies. We focus on
professional investors. They have methods for analyzing investment data whereas
general people sometimes do not study information at all. They invest because of the
trend. Hence, when problems occur, people say that the current trend was wrong even

though the person who made the decision was you.
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As Platform operator 3 explained:

[...] We follow the SEC regulations. A retail investor can invest up to THB
100,000 per company and no more than THB 1,000,000 per year. They also have to
get full marks on our knowledge test. We believe the power of the crowd can drive the

success story of ECF in Thailand.

In summary, the ECF platform operators screen fund-seeker companies by
focusing on the business model. Furthermore, in regard to accounting information, they
focus on the financial statements certified by the CPA. Both customer databases and
product characteristics are important aspects of non-accounting information in their
selection process. The research findings of Cornelius and Gokpinar (2020) and
Keloharju, Knupfer, and Linnainmaa (2012) reported that many firms often found that
their customers had become their investors. These investors can also influence product

development because they have direct experience with the products of the firm.

4.2 Fund-seekers’ Aspect

Table 4-1 shows the results on the information that respondents used to make
investment decisions in ECF campaigns. In regard to accounting information, the
majority of the respondents focused on the business model (8.3 points), estimated
revenue & cost (8.2 points), and estimated cash flow (8.1 points). Regarding non-
accounting information, the majority of the respondents point to the market potential
(8.8 points), product/service characteristics (8.7 points), and business model (8.6
points). The key information type in this study is mixed-type information which
significantly impacted investment decision making. Most respondents decided to invest
in an ECF campaign when they received mixed-type information, which includes both
accounting and non-accounting information. Estimated cash flow (8.7 points) is the
highest, followed by product/service characteristics (8.6 points) and the business model
(8.5 points).
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Table 4-1: The importance of information factors in respondent’s investment decisions

Information factors Accounting Non- Mixed-Type
information Accounting  information
information

Business model 8.3% 862 g 5@
Funding amount 6.7 8.0
Net profit by customer group 7.4 8.2
Estimated net profit 7.7 8.2
Estimated gross profit 7.6 8.2
Estimated revenue & cost g2® 8.1
Debt to equity ratio: D/E 7.0 8.2
Dividend policy and estimated dividend 7.8 8.1
per share

Estimated cash flow 81® g 7%®
Share of equity 7.2 75
Product/Service characteristics 8.7® 86?2
Market potential 8.8 8.1
Business strategy 8.5 8.2
Exit strategy 8.3 7.3
Communication channel 8.2 8.4
Market segmentation 7.7 8.2
Management team 7.9 6.7
Staff 7.4 6.2
Business partner 8.4 8.3

Blue represents responses that are top-three points ranging in each information group.
Scale: 11-point (0-10), 0 indicates “strongly disagree”, 10 indicates “strongly agree”

The researcher presented a business model canvas that reflects a systematic
business model. This canvas also demonstrates the business segment from nine angles.
The business model canvas comprises (1) key partners (2) key activities (3) value
proposition (4) customer relationship (5) customer segment (6) key resource (7)
distribution channel (8) cost structure, and (9) revenue stream. As a consequence, the
business model in this study consists of both accounting- and non-accounting
information. Although the respondents received information about the types of
information that the business model includes in the experiment materials, the business
model is a significant information factor that influences respondents’ investment
decisions in all groups. Some prior studies also reported that most investors prefer a
business model that is an innovative and emerging technology. Innovation in the

business model can improve a young firms’ performance. The business model also
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helps investors to analyze various important strategic decisions (Brannon & Wiklund,
2016; Weill, Malone, & Apel, 2011).

Understanding and predicting cash flow can help investors make critical
decisions, and also may help the business to not run out of money. The cash flow
forecast shows what cash is paid and received by the business during the accounting
period. Cash flow is normally separated into three different categories including cash
flow from operating activities, cash flow from investing activities, and cash flow from
financing activities. The estimated cash flow is important in investment decisions
because the objectives of the investment are safety, growth, and returns. Therefore, the
respondents who viewed accounting or mixed-type information focused on the
estimated cash flow.

The respondents who assess non-accounting- or mixed-type information focus
on the product/service characteristics although a key factor in the non-accounting
information aspect is market potential. Startups and SMEs need to analyze people's
lifestyle and also identify current pain points that people face, and then offer products
or services that can rectify them immediately. Higgins and Gulati (2006) revealed that
the company’s current or future products are a special attraction to investors. Product
differentiation not only creates a strategic and competitive advantage for a company,
but also impacts investor decisions (Aspara, 2011).

Table 4-2 presents the multiple regression analysis of the two groups’
information factors: accounting (10 factors) and non-accounting (9 factors) information
that is related to the respondents” demographic profiles. The dependent variable is the
likelihood of retail investor decision-making on mixed-type information; therefore, the
total number of respondents in the analysis of variance was 60. This analysis does not
use investment amount as a dependent variable because the experiment case materials
control the maximum total investment amount to THB 100,000 per investor, as
specified by the SEC regulation. Therefore, in this study, an individual respondent
cannot invest more than THB 100,000. The respondents’ demographic profiles include
age, work experience, investment experience, and education field. Age is divided into
young (< 30 years) and old (>31 years). Work experience refers to the number of years
that the participant has worked after formal education, where low <9 years and high >

10 years. Investment experience is separated into experienced and inexperienced based
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on prior investment in the SET or startups. Education field is separated into three
groups: pure sciences, applied sciences, and social sciences. Pure sciences are
concerned with the discovery of natural law and the description of nature whereas
applied sciences are concerned with the improvement of human conditions or means
(Feibleman, 1961). Therefore, the research participants who graduated from the fields
of science and psychology were categorized into the pure sciences group. On the other
hand, the research participants who graduated in the fields of engineering, computer
science, pharmacy, and architecture were included in the applied sciences group. Social
sciences are concerned with the connections between knowledge and human action
(Rosenberg, 2018). Thus, the research participants who graduated from the fields of
business administration, accounting, economics, and communication arts were assigned
to social sciences.

Table 4-2: Multiple regression analysis of information factors and respondents’ demographic profiles
(Dependent Variable = the likelihood of retail investor decision making on mixed-type information**)

Independent AdjR¥%, n
Variable F, Pvalue Work Experience of Estimated Mean | Std. Deviation N
n " - tors for Mixed R and
Accounting Age Work Investment Education
Information Experience Experience Field Information Cost for Mixed
Business model 7.5%., 60 12.3%, 60 19.8%, 60 6.7%, 60 Information
F=0.840, .507 | F=0.628, .679 F=0.091, .993 | F=1.160, .346 —
Low-experience 0 7.00 . 1
Funding amount 12.4%, 60 4.0%, 60 9.5%, 60 10.2%. 60 ) 6.00 1414 9
F=0.820, .519 | F=1.817,.130 F=0.681, .666 | F=0.150, .988 : :
3 400 1
Net prnflt 10.7%, 60 6.5%, 60 13.5%, 60 5.3%, 60
F=0.830, 513 | F=1.440, 236 | F=0.728, 629 | F=0.561,.783 5 550 &7 4
Estimate net 1.9%, 60 4.5%, 60 3.2%, 60 10.9%, 60 G B33 1155 !
profit F=0435, 851 | F=0359, 901 | F=0.554,.764 | F=0.836, 564 - 840 o4 5
Estimate gross 7.6%, 60 7.2%, 60 11.0%, 60 5.5%, 60 i} BAT 2.041 B
profit F=1.107, .371 | F=1.289, .286 F=0.888, 512 | F=0.965, 476
8 6.92 2193 12
Estimate revenue | 4.1%, 60 23.9%, 60 1.6%, 60 3.1%, 60 .
& cost F=1.942, 119 | F=2.743,.040" | F=1.020, 431 | F=0.833, .566 10 8.00 1671 i
D/E ratio 7.7%, 60 2.2%, 60 2.9%, 60 12.2%, 60 Tota 636 1789 ¥
F=1364,.250 | F=0.994, 441 | F=1.105, 375 | F=1.142, 357 | |Highexperience 3 9.00 |
Dividend 3.0%, 60 1.1%, 60 1.5%, 60 2.0%, 60 5 4.00 : !
F=1.101, 379 | F=1.466, .204 F=0967, 458 | F=0.539, .820 7 875 5650 i
Estimate cashflow | 4.3%, 60 4.1%. 60 4.5%., 60 2.1%. 60 B 750 1.048 B
F=0.116, .976 | F=0.233, 918 F=0.255, 935 | F=0.423, 883
] 6.50 1414 B
Share of equity 5.6%, 60 7.7%, 60 4.5%, 60 14.1%, 60 10 8.00 ) 1
F=0.732, .603 | F=1.085, .382 F=0.892, 510 | F=1.122, 370
Total 6.81 1.365 il

* Significant at the 0.05 level

** The likelihood of retail investment decision making using an 11-point (0-10) Likert scale, where 0 and 10
denote not at all impossible and extremely possible, respectively. The total likelihood is 100%.



Independent Adj R*%, n Mean
Variable F, P-value
Non-Accounting Age Work Investment Education
Information Experience Experience Field
Product 0.5%, 60 3.9%, 60 2.4%, 60 12.3%, 60
characteristic F=0.870, 463 | F=1.803,.159 | F=1.164, 341 | F=1.080,.395
Market potential 8.1%, 60 11.5%, 60 9.4%, 60 20.1%, 60 Social sciences * Market potential = 7.38
F=0.315, 815 | F=0.168,.954 | F=0.212, 888 | F-2.804,.038" | Puresciences * Market potential = 6.83
Applied sciences * Market potential = 6.15
Business strategy | 7.9%, 60 10.3%, 60 7.6%, 60 14.1%, 60
F=0.241, 867 | F=0.193,.901 | F=0.525,.718 | F=1.444, 213
Exit strategy 22.3%, 60 24.4%, 60 18.0%, 60 34.0%, 60 Social sciences * Market expansion and exit strategy = 7.38
F=1.062,.374 | F=1.188,.329 | F=0.360, .900 | F-2.709,.045" Pure sciences * Market expansion and exit strategy = 6.83
Applied sciences * Market expansion and exit strategy = 6.15
Communication 2.9%, 60 2.6%, 60 9.7%, 60 14.1%, 60
F=0.565,.726 | F=0.706,.622 | F=1.408, 227 | F=0.754,.628
Market segment 9.8%, 60 9.6%, 60 9.0%, 60 5.5%, 60
F=0.464, 801 | F=0.705,.622 | F=0.909, 497 | F=0.248,.970
Management 10.2%, 60 11.6%, 60 4.0%, 60 8.4%, 60
team F=0.599,.701 | F=0.816,.545 | F=0.338, 932 | F=0.315,.955
Staff 13.2%, 60 11.2%, 60 19.7%, 60 7.5%, 60
F=0.771, .597 | F=1.079,.391 | F=0.502, .803 | F=1.514,.178
Business partner 9.5%, 60 10.8%, 60 5.1%, 60 8.7%, 60
F=0.341, 885 | F=0.407,.870 | F=0.773,.595 | F=1.195, .325
Education of Market Potential Mean Std. Deviation Education of Market Expansion Mean | Std. Deviation
Investors for Mixed  for Mixed Investors for Mixed  and Exit Strategy
Information Information Information for Mixed
P Information
Pure Sciences 6 4.00 1
Pure Sciences 7 567 1.528 3
7 6.00 1 8 7.50 07 2
8 7.00 .000 2 10 9.00 1
9 9.00 1 Total 6.83 1.722 6
10 8.00 1| | Applied Sciences 3 5.00 1
Total 6.83 1722 6 4 300 1414 2
5 6.00 1512 8
Applied Sciences 5 4.00 1
6 4.00 . 1
8 561 o 3 7 6.50 1.732 4
7 6.00 1.732 3 g 8.33 1.000 9
8 6.28 2.138 7 9 7.50 1.378 6
9 6.50 1.716 10 10 6.00 1414 2
10 6.11 1.453 9 Total 6.15 1.623 33
Total 6.15 1.623 33 | | Social Sciences 2 9.00 1
Social Sciences 5 9.00 1 8 800 : !
[ 7.00 1414 2
7 8.33 2.082 3
7 5.67 1.528 3
8 7.20 837 5 8 7.83 1.169 6
9 700 1414 7 9 767 1.366 &
10 720 1.643 5 10 8.50 707 2
Total 7.38 1431 21 Total 7.38 1431 21

* Significant at the 0.05 level

** The likelihood of retail investment decision making using an 11-point (0-10) Likert scale, where 0 and 10

denote not at all impossible and extremely possible, respectively. The total likelihood is 100%.
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Regarding accounting information, the results on the estimated revenue & cost

factor and the work experience of retail investors was significant at the 0.05 alpha level
(adjusted R? = 23.9%, F = 2.743, p = 0.040). This indicates that 23.9 percent of the
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likelihood of retail investor decision-making is explained by estimated revenue & cost
factors and work experience. On average, the likelihood of retail investors with more
high-work experience (> 10 years) taking into account the estimated revenue & cost

factor was 6.81, while for those with less-work experience (< 9 years), it was 6.56.

For non-accounting information, the results on market potential and education
for retail investors were significant at the 0.05 alpha level (adjusted R? = 20.1%, F =
2.804, p = 0.038). The finding reveals that 20.1 percent of the likelihood of retail
investor decision-making is explained by the market potential factor and the education
field. Additionally, the market expansion & exit strategy factor and the education field
of retail investors was significant at the 0.05 alpha level (adjusted R? = 34%, F = 2.709,
p = 0.045). The result shows that 34 percent of the likelihood of retail investor decision-
making is explained by the market expansion & exit strategy factor and the education
field. On average, the likelihood of retail investors who graduated in social sciences,
pure sciences, and applied sciences paying attention to the market potential factor is
7.38, 6.83, and 6.15, respectively.

In conclusion, the estimated revenue & cost, the market potential, and the
market expansion & exit strategy factors can increase the opportunity of successful
fundraising, and fund-seekers also use these factors to attract investors to invest in their
ECF campaigns. Therefore, fund-seekers should particularly focus on the retail
investors' group who have working experience of more than 10 years and graduated in
social sciences because these groups are more likely to use the information for

investment decisions than others.

4.3 Retail Investors’ Aspect
The purpose of hypothesis testing is to determine the impact of different types
of information on retail investor decision making in equity-based crowdfunding. Thus,

hypothesis 1 is:

Hi: The use of different types of information, accounting, non-accounting,
and mixed, will affect the decisions of retail investors differently in equity-based

crowdfunding.
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Descriptive Statistics of Respondents in Experiment 1

A total of ninety respondents were randomly assigned to treatment conditions
(accounting, non-accounting, or mixed-type information). The average time to
complete the online questionnaire for accounting, non-accounting, and mixed-type
treatment conditions was 14.48, 15.52, and 15.30 minutes, respectively.

The profiles of the respondents are presented in Table 4-3. Out of ninety
respondents, the number of female respondents (71 percent) is higher than the number
of male respondents (29 percent). The majority of the respondents are from a young
aged group where approximately 80 percent of the respondents are in the range of 25
to 30 years old, followed by 31 to 35 years old (11 percent). Nearly half of the
respondents have monthly income of more than THB 50,000 (48 percent) and 21
percent of them are in the income range of THB 40,001 to THB 50,000. In addition, the
majority of respondents graduated in Engineering (27 percent) followed by Business
Administration (17 percent).

Table 4-4 shows the likelihood of retail investor decision making in the ECF
environment. Panel A presents the descriptive statistics for each group of information
(Accounting, Non-Accounting, and Mixed-Type). Specifically, the table includes the
number of cases (90), the mean likelihood of retail investor decision making, the
standard deviation, the estimated standard error of the mean (the standard deviation
divided by N), and 95% confidence intervals for the mean: lower bound — upper bound.
Panel B shows the results of the test of the homogeneity assumption that is of equal
variance across groups. Panel C reports the results of the one-way analysis of variance
(ANOVA), for information type on the likelihood of retail investor decision making for
the ECF environment. Panel D, finally, shows the multiple comparison tests (MCTSs).
This test uses pairwise post-hoc testing to determine whether there is a difference

between the means of all possible pairs.
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Table 4-3: Respondents’ profile for experiment 1

Gender Frequency Percentage
Male 26 29%
Female 64 71%
Age range (years) Frequency Percentage
25-30 73 81%
31-35 10 11%
36-40 4 5%
More than 40 3 3%
Monthly Income (THB) Frequency Percentage
Less than 30,000 12 13%
30,001 — 40,000 16 18%
40,001 — 50,000 19 21%
More than 50,000 43 48%
Education Frequency Percentage
Business Administration 15 17%
Accounting 11 12%
Engineering 24 27%
Computer Science 7 8%
Economics 4 5%
Pharmacy 7 8%
Science 11 12%
Communication Arts 4 4%
Psychology 3 3%
Others 4 4%

Ha predicts that the use of different types of information will affect the decisions
of retail investors differently in equity-based crowdfunding. The results on Panel A in
Table 4-4 show that the mean of the likelihood of retail investor decision making for
mixed-type information is the highest (6.75), followed by non-accounting information
(6.25) and accounting information (5.45). Panel B of Table 4-4 indicates the results of
the Levene’s statistical test to check the assumption that the variances of the three
information groups are equal, i.e. not significantly different. The Levene’s statistical
output is statistically significant; F(2, 87) = 0.433 (p = 0.650). Therefore, the variance
of the likelihood of retail investor decision making for accounting, non-accounting, and
mixed-type information is homogeny. Panel C of Table 4-4 for the one-way ANOVA
output is the key table because it shows ANOVA is statistically significant; F(2, 87) =
4.787 (p = 0.011). Panel D of Table 4-4 reports the results of the post hoc tests that test
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the overall difference between the three information groups. The post hoc test shows
that there is a statistically significant difference between the accounting information
groups and mixed-type information groups (p = 0.003), whereas there is no statistically
significant difference between the accounting information groups and the non-
accounting information groups (p = 0.062) or between the non-accounting information
groups and the mixed-type information groups (p = 0.241).

The results reveal that retail investors who view mixed-type information tend to
invest in ECF campaigns more than the investors who view only one set of accounting
information or non-accounting information, whereas investors who perceive non-
accounting information tend to invest in ECF campaigns more than those who view
only the accounting information. These findings confirm Hi. Figure 4-1 presents the

results.

Table 4-4: One-way ANOVA analysis
(Dependent Variable = the likelihood of retail investor decision making ?)

Panel A: Descriptive Statistics — Mean (Standard Deviation) N = Sample Size

95% Confidence

Interval for Mean

Std. Std. | Lower | Upper

N | Mean | Deviation | Error | Bound | Bound | Minimum | Maximum

Accounting 30 5.45 1.428 .261 4.92 5.98 3 8
Non-Accounting | 30 | 6.25 1.680 .307 5.62 6.88 2 8
Mixed-Type 30 | 6.75 1.794 328 | 6.08 | 7.42 2 10
Total 90 | 6.15 1.710 180 | 5.79 | 6.51 2 10
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Panel B: Test of Homogeneity of Variances
Levene Statistic dfl df2 Sig.
433 2 87 .650

Panel C: ONE-WAY ANOVA

Sum of

Squares df Mean Square F Sig.
Between Groups 25.800 2 12.900 4,787 .011
Within Groups 234.425 87 2.695
Total 260.225 89

a. The participants were asked to specify the likelihood of retail investment decision making using an 11-point (0-
10) Likert scale, where 0 and 10 denote not at all impossible and extremely possible, respectively. Total likelihood
is 100%.

Panel D: Multiple Comparisons

LSD
Type of Information Mean Difference Std. Error Sig.
lvs2 -.800 424 .062
1vs3 -1.300* 424 .003
2Vs 3 -.500 0424 241

* The mean difference is significant at the 0.05 level.

Figure 4-1: The main effect of the likelihood of retail investor decision making for the ECF
environment
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4.4 Investor Behavior Aspect
The purpose of hypothesis testing is to evaluate the characteristics of investors
based on their corresponding bias that affects investment decisions in equity-based

crowdfunding. Thus, hypothesis 2 is:

Hz: Investor behaviors affect the decisions of retail investors in equity-based

crowdfunding.

Descriptive Statistics of Respondents in Experiment 2

A total of thirty respondents were assigned mixed-type information. The
average time to complete the online questionnaire for mixed-type information was
17.03 minutes.

The profile of the respondents is presented in Table 4-5. Out of thirty
respondents, the number of male respondents (53 percent) is higher than the number of
female respondents (47 percent). The majority of the respondents are from the Gen X
age group, and approximately 30 percent of the respondents are more than 40 years old,
followed by 25 to 30 years old (27 percent). Nearly eighty percent of the respondents
have monthly income of THB 50,000 (77 percent) and 13 percent of them are in the
income range of THB 30,001 to THB 40,000. The majority of respondents graduated

in Engineering (37 percent) followed by Business Administration (16 percent).
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Table 4-5: Respondents’ profile for experiment 2

Gender Frequency Percentage
Male 16 53%
Female 14 47%
Age range (years) Frequency Percentage
25-30 8 27%
31-35 7 23%
36-40 6 20%
More than 40 9 30%
Monthly Income (THB) Frequency Percentage
Less than 30,000 1 3%
30,001 — 40,000 4 13%
40,001 — 50,000 2 7%
More than 50,000 23 7%
Education Frequency Percentage
Business Administration 5 16%
Accounting 3 10%
Engineering 11 37%
Computer Science 3 10 %
Economics 2 7%
Pharmacy 3 10%
Science 3 10%

H2 expects that investor behaviors affect the decisions of retail investors in
equity-based crowdfunding investment. Table 4-6 reports the Cronbach’s alpha results
that measured the internal consistency (reliability) of the investment bias variable using
a Likert scale guestionnaire. In general, a score of more than 0.7 is acceptable for high
internal consistency. The scores for cognitive errors and emotional bias are 0.793 and

0.713, respectively. These show that the questionnaires are reliable.

Table 4-6: Reliability testing for investor bias questions
Case Processing Summary

N %
Cases Valid 30 100.0
Excluded? 0 0
Total 30 100.0

a. Listwise deletion based on all variables in the procedure.
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Reliability Statistics for Cognitive Errors

Cronbach's Alpha N of Items

.793 10

Reliability Statistics for Emotional Bias

Cronbach's Alpha N of Items

713 10

Table 4-7 reports the Kolmogorov-Smirnov test for normality where p > 0.05
indicates that the data are normal. The output is p(0.197) > 0.05, so these data are
normal distributed. Therefore, this study can use these parametric statistics that are

based on the assumption.

Table 4-7: Test for normality

Kolmogorov-Smirnov?

Statistic df Sig.

Unstandardized
131 30 197

Residual

a. Lilliefors Significance Correction

Table 4-8 is the model abstract of the empirical analysis. R? = 0.212, Adjusted
R? = 0.154, which indicates that 15.40% of the variation in the likelihood of retail
investor decision making is explained by cognitive errors and emotional bias. Although
R-square is the percent of variance explained by the model, it is difficult to provide
rules of thumb regarding what R-square is appropriate. This varies from the research
area, for example, a high R-square is required for studies in the pure science field
because it is reasonably predicted to some degree of accuracy in science research. An
R-square is low is generally accepted for studies in the field of arts, humanities and
social sciences because human behavior cannot be accurately predicted. In longitudinal
studies R-square of 0.90 and higher are common. In cross-sectional designs, values of
around 0.30 are common, while for exploratory research, using cross-sectional data,
values of 0.10 are typical (Sarstedt & Mooi, 2014). This study implemented a

moderation analysis that performed a regression analysis. Researchers evaluate their
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models based on R-square values or in other words effect sizes. According to Cohen
(1988), R-square value 0.12 or below indicates low, between 0.13 to 0.25 values
indicate medium, 0.26 or above and above values indicate high effect size. In this
respect, the model in this study indicated medium effect sizes. However, when
researchers use regression analysis, higher R-square is better to explain effect sizes of

the research variables.

Table 4-8: Model abstract

Multiple R R Square  Adjusted R Square
0.460 0.212 0.154

Table 4-9 is the ANOVA table, which indicates that cognitive errors and
emotional bias statistically significantly predict the likelihood of retail investor decision
making, F(2, 27) = 3.632, p(0.04) < 0.05, therefore, the overall model that has been

established is efficacious.

Table 4-9: ANOVA
(Dependent Variable: The Likelihood of Retail Investment Decision Making ?)

Model Sum of Squares df Mean Square F Sig.

1 Regression 13.455 2 6.727 3.632 .040°
Residual 50.012 27 1.852
Total 63.467 29

a. The participants were asked to specify the likelihood of retail investment decision making using an
11-point (0-10) Likert scale, where 0 and 10 denote not at all impossible and extremely possible,
respectively. Total likelihood is 100%.

b. Predictors: (Constant), Cognitive Errors, Emotional Bias

Table 4-10 presents the standardized coefficients and significance tests. Under
a = 5% significance level, both Cognitive errors and Emotional bias are not significant.
Tolerance > 0.1 shows that collinearity is not obvious in the model. A common rule of
thumb is that for any predictor, VIF > 10 should be examined for possible
multicollinearity problems (O’brien, 2007). The VIF in this linear regression model is

1.917 for all variables.
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Unstandardized | Standardized Collinearity
Coefficients Coefficients Statistics
Model B Std. Error Beta t Sig. | Tolerance | VIF
1 (Constant) 3.326 1.331 2.499| .019
Cognitive
.035 .025 340 1.439( .162 522 1.917
Errors
Emotional
Bi .021 .032 1541 651 .520 522 1.917
ias

The result of the regression model is:

Y = 3.326 + 0.035*(Cognitive errors) + 0.021*(Emotional bias)

Y = the Likelihood of retail investor decision making

One of the ordinary least square (OLS) regression assumptions is that the error

term has a population mean of zero. The information in Table 4-11 indicates that the

average value of the error term is 0. It means that the model is unbiased.

Table 4-11: Test for errors

Descriptives Statistic | Std. Error
Unstandardized Mean .0000000| .23975994
Residual 95% Confidence Interval ~ Lower Bound | -.4903641
for Mean Upper Bound 4903641
5% Trimmed Mean -.0098477
Median .3636599
Variance 1.725
Std. Deviation 1.31321930
Minimum -2.94515
Maximum 3.13994
Range 6.08508
Interquartile Range 1.55955
Skewness -.099 427
Kurtosis .362 .833
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Table 4-12 shows the results of an average point on cognitive errors and
emotional bias questions that the respondents answer by using an 11-point (0-10) Likert
scale, where 0 and 10 denote not at all and extremely agree, respectively. Cognitive
errors include representativeness (question number 1 and 2), anchoring (question
number 3, 4, and 5), availability (question number 6, 7, and 8), illusion of control
(question number 9), and hindsight (question number 10). Emotional bias includes
optimism (question number 1), loss aversion (question number 2, 3, and 4),
overconfidence (question number 5, 6, and 7), self-attribution (question number 8), and
regret aversion (question number 9 and 10). In regard to cognitive errors, the majority
of the respondents answer questions on representativeness (average point 8.0), illusion
of control (average point 7.13), and availability (average point 6.10). For emotional
bias, the majority of the respondents answer questions on loss aversion (average point

7.60), regret aversion (average point 7.30), and overconfidence (average point 6.40).

Table 4-12: The average point of cognitive errors and emotional bias

Representativeness People may make a snap decision and assumption
(Queastion I, 2} without thinking very much.

Ilusion of control 7.13 People believe they can control or at least influence
(Question 9) nvestment outcomes, but in fact, they cannot.
Availability 6.10 People will perform an internet search and are most likely
(Question 6, 7, 8} to find funds from firms that engage in heavy advertizing.
Anchoring 5.33 People tend to rely heavily, or “anchor”, on one trait or
(Question 3, 4, 5) piece of mformatien when making decisions.

Hindsight 5.03 People believe that past events are more useful to predict
(Question 1) mvestment outcomes than they actually are. This can result
o in an oversimplification of canze and effect.

Loss aversion 7.60 People tend to prefer avoiding losses to acquiring gains
(Question 2, 3, 4) because of hard-wired emotions (fear of lozzes).

Regret aversion 7.30 People who are conservative in their imvestment choices
(Question 9, 10) or are willing to payv for products just to avold making a

dacision that they may come to regret.

Overconfidence a.40 People believe in the ikelihood of events, their owm ability
(Question 5, 6, 7) and their success at different tasks.

Optimism 597 People believe that bad mvestment will not happen to them
(Question I) whereas bad things will only affect others.
Self-attribution 3.30 People tend to ascribe success to individual talent while

FQuertion 8) blaming failures on outside influence.
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* The participants were required to complete 20 questions on investment bias using an 11-point (0-10) Likert
scale, where 0 and 10 denote not at all disagree and extremely agree, respectively.

In sum, the overall model statistically significantly predicts the Likelihood of
retail investor decision making; F(2, 27) = 3.632 (p = 0.04). Adjusted R? = 0.154.
However, the findings indicate that the individual variables, cognitive errors, and
emotional bias are not statistically significant. The generalization problem of regression
models often becomes pronounced when the sample size is small. Increasing sample
size can give a greater power to detect differences. Larger sample sizes also give more
reliable results with greater precision (Royall, 1986). Although, the investor behaviors
affect the magnitude of the relationship of retail investor decision making in ECF
investment at fifteen percent (15%), cognitive errors and emotional bias are required a
larger sample size for the interpretation of individual variables. Multicollinearity
problem does not exist in the model as VIF for all variables is < 10 (or Tolerance >
0.1). Also, the model is normal and unbiased as in the Kolmogorov-Smirnov test p >
0.05 and the average value of the error term is 0. These findings confirm Hzthat investor
behaviors affect the decisions of retail investors in equity-based crowdfunding

investment.

In addition, the literature on ECF suggests that investor demographic
characteristics have different impacts on investment decision making. Therefore, this
study collected data from 120 participants in the experimental phase to compare retail
investor demographic characteristics. Table 4-13 shows the differences in the amount
and the likelihood of investment in regard to retail investor demographic characteristics,
including gender, age, monthly income, work experience, investment experience, and

education field.
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Table 4-13: Comparison of retail investor decision making on demographic characteristics

N Mean t F P-value
Amount of investment
Gender 1.329 189
Female 78  38233.46
Male 42 44857.14
Age 1.823 049°
Young (< 30 years) 81  38175.61
Old (= 31 years) 39 51136.36
Monthly income 254 .800
Low (< 40,000 THB) 33 40174.83
High (> 40,001 THB) 87 4154545
Work experience 2.183 032°
Low (< 9 years) 91  37650.66
High (= 10 years) 29 49655.17
Investment experience 11.067 000°
Inexperience 55 20856.55
Experience 65  57216.92
Education™ 011 989
Pure sciences 14 39857.14
Applied sciences 63  40861.90
Social sciences 43 40323.49

* Significant at 0.05

** Participants who graduated in the fields of science and psychology are categorized in the pure sciences group.
On the other hand, the research participants who graduated in the fields of engineering, computer science, pharmacy,
and architecture are included in the applied sciences group. Participants who graduated in the fields of business
administration, accounting, economics, and communication arts are assigned to the social sciences group.
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N Mean t F P-value
Likelihood of investment
Gender 484 .629
Female 78 6.32
Male 42 6.17
Age 2.652 .009"
Young (< 30 years) 81 6.08
Old (= 31 years) 39 7.09
Monthly income 1.771 079
Low (< 40,000 THB) 33 6.10
High (= 40,001 THB) 87 6.70
Work experience 2.110 037"
Low (<9 years) 91 6.12
High (= 10 years) 29 2
Investment experience 4.081 .000°
Inexperience 55 4.80
Experience 65 6.35
Education™ 3.070 049"
Pure sciences 14 5.92
Applied sciences 63 6.60
Social sciences 43 6.79

* Significant at 0.05

** Participants who graduated in the fields of science and psychology are categorized in the pure sciences group.
On the other hand, the research participants who graduated in the fields of engineering, computer science, pharmacy,
and architecture are included in the applied sciences group. Participants who graduated in the fields of business
administration, accounting, economics, and communication arts are assigned to the social sciences group.

Prior research showed that gender was related to investment decision making.
H. Chen and Volpe (2002) and Harrison and Mason (2007) stated that male investors
were found to have more business knowledge than female investors whereas female
investors focused more on financial information than males. Baker and Haslem (1974)
indicated that a greater proportion of males than females invested. Mohammadi and
Shafi (2018) investigated gender differences in ECF investment. Their results showed
that female investors were found to be more risk-averse than males for ECF investment.
On the other hand, Zhao, Xie, and Yang (2020) asserted that female investors were

more likely to invest in ECF than males. Although general findings suggest that there
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are differences in the amount and the likelihood of investment between female and male
investors, the findings in this study show that there is no significant difference in the

gender of retail investors investing in ECF campaign.

The findings indicate that age has a significant impact on retail investor decision
making. The average investment of those over 30 (THB 51,136.36) is higher than the
average amount of those under 30 (THB 38,175.61) at t-stat = 1.823 (p = 0.049).
Likewise, the likelihood of those over 30 investing (7.09) is higher than the likelihood
those under 30 (6.08) at t-stat = 2.652 (p = 0.009). These findings support the conclusion
reached by Baker and Haslem (1974) and Pearson, Johdet, and Né&selius (2016). Some
prior studies also found that older individual investors are more knowledgeable than
younger ones in terms of investment decision making (H. Chen & Volpe, 2002;
Korniotis & Kumar, 2011; Pearson et al., 2016).

Income is an important determinant of investment in risky assets. A high level
of income allows investors to spread their investment more widely across several
companies (Guiso, Haliassos, & Jappelli, 2003). However, the findings in this study
show that there is no significant difference in the amount and the likelihood of
investment between high monthly income investors and low monthly income investors.
These findings support the conclusion of Baker and Haslem (1974). It is noted that this
study limited the maximum limit investment amount of a retail investor at THB 100,000
per company, according to SEC regulatory advice. Furthermore, the experiment case
materials indicate that each retail investor budgeted THB 100,000 for ECF investment.
Since the amount of investment in the study is limited, monthly income has no

significant impact on investment decisions.

The level of work experience can be instrumental in developing knowledge and
mindset, which makes investors more confident in fund-seeker firms and leads to more
accurate estimation of risks and returns. Thus, investors with a higher level of work
experience tend to have more knowledge and ability to manage their investment
decisions than those who have less work experience (Kannadhasan & Nandagopal,
2010). The results of the present study show that the average amount of investment
from high work experience investors (THB 49,655.17) is higher than the average
amount of investment from low work experience investors (THB 37,650.66) at t-stat =
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2.183 (p = 0.032). Moreover, the likelihood of investment from high work experience
investors (6.72) is greater than the likelihood of investment from low work experience
investors (6.12) at t-stat = 2.110 (p = 0.037).

Investment experience can improve investor ability to screen good fund-seeker
firms and also to control optimal investment returns from their decision making (Maula,
Autio, & Arenius, 2005). The findings in this study indicate that investment experience
has a significant impact on retail investors’ decision making. The independent samples
t-test shows that the average amount of investment by experienced investors (THB
57,216.92) is higher than the average amount of investment by inexperienced investors
(THB 20,856.55) at t-stat = 11.067 (p = 0.000). Furthermore, the likelihood of
investment by experienced investors (6.35) is higher than the likelihood of investment
by inexperienced investors (4.80) at t-stat = 4.081 (p = 0.000). These findings are in
accordance with findings reported by Chang and Wei (2011) and Korniotis and Kumar
(2011) that the investment experience of individual investors influences investors’
perceptions and decisions. Their findings also revealed that individual investors who
are more experienced can make better investment choices and target returns than

inexperienced investors.

The findings of Baker and Haslem (1974) and H. Chen and Volpe (2002)
revealed that participants who had more education usually had greater knowledge about
investing than those with less education. Morrissette (2007) also revealed that
approximately 60%-80% of angel investors (informal investors) who were high net-
wealth individuals had college degrees, and approximately 28%-42% had graduate
degrees. The findings in this study indicate that there was no significant difference
between the amount of investment and education of investors. In contrast, the ANOVA
results showed that there is a significant difference between the likelihood of
investment and the education of investors. The average likelihood of retail investors in
the social sciences group investing is the highest (6.79), followed by the average
likelihood of retail investors in the applied sciences group (6.60) and pure science (5.92)
at F(2,117) =3.071 (p = 0.049). The findings on education are consistent with the study
of Levisauskaité and KartaSova (2012) indicating that individual investors who have

acquired a degree in economics or finance are confident about investment decisions.
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4.5 The ECF Regulator Aspect

ECF regulators in Thailand limit the maximum limit investment amount of a
retail investor to THB 100,000 per company and the total investment amount to THB
1,000,000 per year. Fund-seeker companies have to be established under Thai law as a
limited company with maximum offering limit of THB 20 million in 1 year and at total
investment amount of up to THB 40 million. According to the results from the in-depth
interviews in the first phase, most investors disagreed with the policy that limits the

investment amount for retail investors. As Investor 1 noted:

[...] Limiting the investment amount is good in a way since it's kind of
protection, but it also affects the quantity of the investment. That's the point. If we talk
about 'high risk - high value', the maximum of 40 million baht is not enough to run a
business. Personally, I think such a limitation is a limiting factor. It's contradictory.
You want to promote ECF in Thailand, but you limit the funding at 40 million baht
per company. I don’t think so. You should set the funding free. Fund-seekers should
get as much money as they want as long as an investor wants to invest. You shouldn't

limit it.
As Investor 2 clarified:

[...] Protecting investors is a good idea. But it is noted that when we limit the
investment amount, it usually brings about a framework which will pose obstacles in
the long run. You should share knowledge about investment in startups rather than
creating rules which will become restrictions that limit the growth of funding markets.
I think it's not okay to limit the investment amount at 40 million baht because that's
not enough. If a startup who passes Series A doesn't want to go to VC directly but

urgently wants a small amount of money, he can’t get that.
As Investor 7 emphasized:

[...] I don't think we should limit the maximum of investment amount at 40
million baht as startups or SMEs don't have much opportunity to get into funding

sources. I'm not sure if 40 million is enough.
As Investor 8 defined:

[...] Limiting the funding amount is limiting them from growing further. Take

a look at criteria in other countries. As far as | know, they don't limit the amount of
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money. What is the purpose of doing that? Some ideas might need a lot more than

that. Investors should be the ones who make their own decisions....

Also, why do you protect retail investors? You shouldn't have any boundaries.
Once it’s open, it should be freely open. It's better to deal with ethics, such as checking
the founder’s profile or the company’s records. You can have a research team
screening if they are just selling a fantasy. It should be screened at the beginning and
let the investors decide, not controlled at the end like this. Don’t worry about them.

Investors are good at what they are doing
As Investor 11 noted:

[...] Is it appropriate to limit the investment amount? It depends on the size of

the business. But 40 million baht is not that much for investors.
As Investor 13 described:

[...] Investors don't need protection as they can protect themselves. The first
rule of investing is “it's not about profit, it's about protecting the investment.” If you
ask me about the maximum of 40 million baht per year for startups or SMEs, | think
it’s not a good idea to set a framework by limiting the amount of money. If they want
100 million baht but can't raise that amount of money, they will end up having some
off-record business deal. | can also invest somewhere else, not through the equity
crowdfunding platform. I think such a limit doesn't help them at all. It might be okay
for some small businesses, but can larger ones raise funds through ECF? [ don 't think

so and that’s discrimination.

Retail investors also face the same problem. If an angel investor has
a thousand million baht, and | know there are a lot them, and wants to help
a startup, how can he do that? Angel investors usually invest 2-3%. The question is
why do you set a limit at 100,000 baht? They won't get anything. They will be less

interested to invest in the ECF.

As Investor 14 defined:

[...] I understand that the SEC wants to protect investors, but I personally
believe that the limit should be higher than 40 million baht. It's their job to learn what
to do by themselves. Such a cap actually has pros and cons. It can control loss for
poor startups. But startups with a high potential of growth will need a lot of money

and they shouldn’t be under such a limitation. It’s hard to say.
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In the case of retail investors, | don't think we should have a cap. I think it's
all about their financial status. Let’s say they have 500-million-baht cash. You don't
have to worry if they'll go bankrupt. | understand that the cap is for those who don't

have much money but want to invest a lot.
As Founder 3 stated:

[...] I don’t agree with limiting the amount of money for retail investors. It’s
limiting them from growing, I think. You need to understand that investors have their
own judgement. Suppose that we are investors and want more shares, what should we
do? We have money. We have potential to invest more than the limit. To give
knowledge to people is a good idea, but it’s also important to give them opportunities
to decide what they want do with their life. There shouldn’t be a lot of regulations t0
control them. If we set the cap at 100,000 baht per company and 1,000,000 per year,
it will be difficult for the ECF to succeed in Thailand.

On the other hand, many participants agreed with the regulators in regard to
limiting funding because young business firms often have problems with business
continuity and sustainability in business operations. It can prevent massive losses by

limiting investment in the ECF environment. As Investor 3 emphasized:

[...] Retail investors are ordinary people so their investment will be like
a basket portfolio, such as investment in real estate, gold, or stocks, which I think one
million baht for a basket for ECF is okay for people in general, let’s say in the middle
class. Their investment portfolio is 10 million baht. Suppose they invest 10%. | guess

it’s okay. So, one million for retail investors is okay.

For funding amount of 40 million baht, we need to ask about the size of the
firms in the ECF platform. If they are small ones with revenue of less than 700 million
baht, it’s okay. Forty million can do a lot. Simply put, firms need to have some money
before the 40-million fund raising. They also have money from their shareholders and

operations.
As Investor 5 noted:

[...] Is 40-million-baht fund raising enough? | believe it depends on the stage
of the business. If you're a startup or an SME, 40 million is quite a big amount. I think

it’s actually too much.

As Investor 6 stated:
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[...] If we think an SME operate a business, 40 million baht is enough. I think
it’s okay. The funding amount for retail investors of about 1 million baht per year is

okay.

As Investor 12 stated:

[...] Retail investors can invest 100 thousand baht per company and not more
than 1 million per year. I don’t think it’s okay. I think it’s too much. You are not
getting loan from me; you are getting a loan for your operations, not for your growth.
You have to look at the mindset. What you are doing with the money? What is the
objective you want to achieve? You try to get some money to grow your business. Ok,
I understand that. That’s no ROI marketing. There’s not a guarantee that you'll get

the money.

In conclusion, ECF regulators should find a balance between the amount of
investment and protection for investors. Based on the findings in this study, the
maximum limit investment amount for a retail investor of THB 100,000 per company
or the maximum limit offering up to THB 20 million in one year and the total
investment amount up to THB 40 million should be reviewed or a public hearing can
be held in focus groups with participants such as angel investors or venture capital

clubs.

The next chapter presents the conclusion and implications of this study. It also

presents the summary of results, limitations, and suggestions for future research.
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CHAPTER 5: CONCLUSION AND IMPLICATIONS

This chapter revisits the research objectives and research questions to discuss
the research results. The chapter ends with a consideration of the limitations of the study

and suggestions for future research.

5.1 Summary of Results

This study investigated the accounting and non-accounting information that is
used by ECF platform operators in screening their participants, who are fund-seekers
attracting investment with an ECF campaign, and also examined the information that
influences investor decisions in the ECF investment. Most previous academic study
focused on the determinants of successful crowdfunding campaigns for donation-based
and reward-based crowdfunding. However, little research has been conducted to shed
light on what information is used by key parties in the ECF context. The researcher
proposed key success factors by summarizing funding outcomes using an inductive
approach. This study fills the research gap by utilizing a qualitative research design
based on 23 in-depth interviews with fund-seekers, investors, platform operators, and
regulators in the first phase. In the second phase, the experiment then studied how
investors use accounting information and how accounting information provided by
fund-seekers exhibit the desirable qualitative characteristics for investment decision
making. The study also evaluated investor bias, which may influence investment

decision making.

The participants of the experiment were MBA students assuming the role of a
retail investor. They had the authority to decide to invest in an ECF campaign. The

main instrument was a set of experiment materials designed to investigate the likelihood
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of investment decisions with an 11-point Likert scale (0-10). This study also captured

investor bias, which had impacts on investment decisions.

5.1.1 The Key Information Used by ECF Platform Operators

The results from the interviews indicate the important information factors that
ECF platform operators use to screen fund-seeker companies are (1) financial
statements certified by CPA (2) customer databases, and (3) the business model and
products. These findings are similar to Shafi (2014) who asserted that accounting
formation is important, especially in regard to the financial position and past
performance of the company. A financial statement certified by CPA helps to enhance
trustworthiness in the ECF campaign. This finding is similar to Bogdani, Causholli, and
Knechel (2019) who indicated that audited financial statements attract investors in the
ECF investment. Regarding customer databases, the results in this study confirm the
research findings of Yao and Zhang (2014) who indicated that customers have the
biggest impact on crowdfunding investment. The business model is also key
information that encourages fundraising success, as Loher (2017) indicated that the
innovativeness of the business model and the current status of the product are important

and may attract investment.

5.1.2 The Key Information Used by Fund-seekers

The results from the experimental study indicate the important information
factors that fund-seekers use to attract ECF investment, which include (1) estimated
revenue and cost, (2) market potential, and (3) market expansion and exit strategy.
Moreover, the findings on the relationship between information factors and
respondents’ demographic characteristics reveal that fund-seekers should concentrate
on the retail investors' group who have working experience of more than 10 years and
graduated in social sciences because these groups are more likely to use the information
for investment decisions than others. These may be the key success factors to increase
ECF in Thailand.

5.1.3 The Key Information Influencing Retail Investor Decisions
The findings show that retail investors who view mixed-type information tend
to invest in ECF campaign when compared with investors who view a single source of

information. The findings also indicate that the business model is the most important
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factor in investment decisions. Retail investors who view accounting information,
however, focus on estimated cash flow. Those who view non-accounting information

realize the importance of product/service characteristics.

This study also identifies two keys qualitative characteristics of accounting
information, relevance and understandability that influence investment decisions in the
ECF environment. Relevance is one of the fundamental characteristics and
understandability is one of the enhancing characteristics of accounting information.
Young business firms in the early-stage or seed-stage are not profitable and have no
track record information for investors. Firms raise funding to expand their business with
the hope for future profits so investors need rational predictive information, such as five
years of the financial forecasts, estimated revenue & cost, and estimated cash flow, for
decision making. Similarly, Lewellen and Lewellen (2016) reported that the estimated
cash flow is important for investment decisions. Investors can also use estimated cash
flow to track the firm’s sales relationships because it is essential to monitor the cash
paid or received by the business during the accounting period. Additionally, retail
investors need financial statements with a simple and easy-to-understand format
together with graphs and charts that represents accounting information. Therefore,
understandability is an important characteristic of accounting information that affects

investor decision making in the ECF environment.

5.1.4 The Investor Behavior Influencing Retail Investor Decisions

The results show that investor behaviors including cognitive errors and
emotional bias affect investment decisions in ECF investment. These findings are in
line with the findings of Shafi (2014) and Jagullice (2013) who indicated that cognitive
errors in the forms of representativeness, the illusion of control, and availability
influenced retail investor decisions. Emotional bias in the form of loss aversion, regret
aversion, and overconfidence affect investment decisions. Jagullice (2013) and Shah,
Ahmad, and Mahmood (2018) also reported that cognitive errors impact investor

behaviors.

The results in this study indicate that the regression model involving retail
investor decisions, cognitive errors, and emotional bias in the overall model is

statistically significant. However, the individual model for retail investor decisions and
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cognitive errors, and the individual model for retail investor decisions and emotional
bias, are not statistically significant. These may result from the small number of
participants. Increasing the sample size may increase the magnitude relation in both

individual regression models.

5.1.5 The Suggestions of the ECF Regulator

All participants in the interview phrase understand the role of ECF regulators
who have the potential to enhance trustworthiness and reduce the perceived uncertainty
in ECF. However, most of the participants stated that if they want to see the growth of
ECF in Thailand, the maximum limit for investment for retail investors of THB 100,000
per company, the maximum limit offering of up to THB 20 million in 1 year and the
total investment amount of up to THB 40 million should be reviewed or a public hearing
and focus groups can be held with participants such as angel investors or venture capital

clubs.

In  conclusion, mixed-type information including accounting and
non-accounting information is the most influential information for investor decisions
in ECF investment. These findings imply that fund-seekers can use mixed-type
information to encourage investment in their ECF campaign. Generally, investors are
irrational; thus, their investment behavior may be one of the obstacles that determines
the fate of ECF success. Enhancing investor education may be beneficial to reduce
unfavorable investment outcomes that result from investor bias. The more investors
know, the greater the ECF fundraising, and adequate accounting and non-accounting
information can further enhance the investment potential and longevity of startups and
SMEs in Thailand.

5.2 Limitations

The limitations of this study should be noted. Firstly, the results are limited by
the specific ECF fundraising context and may not be applied to other countries or other
crowdfunding models since this study focuses on the Thai equity-based crowdfunding
market with regulations from the Securities and Exchange Commission (SEC).
However, this study does not investigate debt-based crowdfunding which the SEC has

proposed as alternative fundraising for startups and SMEs.
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Secondly, non-accounting information in this study refers to qualitative,
narrative, and future-oriented information that relates to business data. Therefore, it
does not include non-business data such as entrepreneurs’ facial trustworthiness and

fund-seekers’ renowned family name.

Finally, the present study includes the issue of identifying ECF investors since
they are anonymous crowdfunders. Due to privacy and data safety issues, it is not
possible to access the information about ECF investors. No prior research has clearly
illustrated the characteristics of anonymous crowdfunders. What appears in the
fundraising literature is only the profile of public investors, namely non-professional
investors, angel investors, and local investors. Therefore, this study select a group of
graduate students in the Young Executive MBA Program and the Executive MBA
Program which can be good representatives of ECF investors because they have four
characteristic features as non-professional investors, angel investors, and local
investors including education background, financial knowledge, work experience, and

average income.

5.3 Future Research

Since alternative fundraising is under researched, there is still a need for future
research in this area. Considering that experiment 2 investigates cognitive errors and
emotional bias as moderator variables that affect the magnitude of the relationship
between information and retail investor decision making, this certainly requires more
research. With a limited sample size and testing the data at a 0.05 significance level,
only the model is statistically significant but the individual variables, cognitive errors,
and emotional bias, are not statistically significant. Therefore, a larger sample size
would enhance reliability and may provide more accurate results. Additional
investigation into cognitive and emotional factors that influence investment decision

making can increase the understanding of investor behavior.

Despite the limitations of this study, the results have identified various topics
for further study: for instance, investigating debt-based crowdfunding which the SEC

has proposed as alternative fundraising for startups and SMEs in Thailand.
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Future research could also consider how regulators can strike a balance
between giving latitude to the risks taken by ECF participants and issuing stringent
directives on the trustworthiness of ECF campaigns. Balancing limits to the maximum
of the fundraising amount and retail investment amount is also an interesting issue for

future research.

Further studies should explore how to enhance the fundraising success of ECF
and whether debt-based crowdfunding is useful for startups and SMEs in Thailand.
More research is needed to examine which types of businesses best match equity-based

crowdfunding or debt-based crowdfunding.
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