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The Influence of Social Interaction on Decision Making :
Evidence from Moneyauction and Popfunding in Korea
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is the reason? In this study, in order to obtain the answer, we carried out case study research of Moneyauction and
Popfunding, which are domestic online social lending platforms. We conducted interviews with managements of both
social lending platforms and investors and analyzed statistical data including investment records, social interaction
history between investors and lenders from both platforms. In addition, researchers performed direct participation and
observation through the platforms as real investment members. As a result, we revealed that social interaction among
investors has a material impact on the investment decision-making. Also we found that investors build trust by socially
interacting with each other and this trust building leads to the investment decision making. Our findings confirm that
social lending investors’s decision-making process comply with the social embeddedness theory and imply that loan
applicants must do their best efforts to display sincerity and truthfulness through their posting.
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Table 1> Social Lending Investment Process

Process Details

Purpose, Repayment Plan, Loan
1. Loan Application | Period/Interest Rate, Credit
Condition

2. Applicant-Lender Applicant-Lender Q&A

Interaction
3. Lender-Lender Investment Analysis,
Interaction Lender-Lender Communication
4. Auction Individual Loan Investment

5. Loan Approval When applied amount is collected
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Applicant-Lender Lender-Lender
Interaction Interaction

{Figure 3 Social Lending Investment Mechanism
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(Table 2> Company Description

Moneyauction Popfunding
Type Unlisted SME Unlisted SME
Employees 20 5
Establishment 2006 2008

Funding size |KRW 234.1 billion| KRW 6.5 bhillion

Consumer loan,
Student loan,
Products Refinancing Loan,

Business loan

Transaction . Reverse Auction,
Reverse Auction .
mode Auction

Q&A, Investment
Analysis, Member
boards

Q&A, Investment
Analysis

Interaction
method
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34 7|1F HHEXNE =4

71& social lending &5 E WU A7 g4
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(Table 3 Lending Data Collection

Platform Items Period Case

Repayment completed |2007. 8~2014. 11|2,835
Moneyauction| Investment Analysis [2013. 1~2014. 10| 115
Auctions in progress [2014. 11. 28 71| 70

Repayment completed |2008. 9~2014. 11|1,845
Popfunding Q&A 2013. 1~2014. 11| 329
Auctions in progress |2014. 11. 28 71| 29
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(Table 4> ANOVA of Number of Q&As and Lending Success/Fail

Population Statistics

Success/Fail N Mean STD standard error
# of Q&A Success 58 3.02 3.896 512
Fail 33 261 2.397 A17

Independent Sample T-test

Levene's test

t-test for homogeneity of the mean

F Significant ¢ at probability | mean- | standard 95% confidence interval
probability (two-side) | difference | error Min. Max.
ot A Baual 59 " 549 g | 386 | a4 | 79 -1076 1,899
’ 33 ’ 623 88.385 2.397 All 660 -901 1.723
Unequal Dev.
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(Talble 5) Corelation Analysis of Number of Opinion Leaders and Bidders
Correlation Analysis

# of Opinion

Leader # of Inverstors

# of Opinion Leader Pearson Corr. 1 206

Probability 53 120

N 58

# of Investors Pearson Corr. .206 1
Probability 120

N 58 58
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