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An Analysis on Mediating Effect of Participant Activity
in Investment Crowdfunding
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ABSTRACT

Start-ups often use crowdfunding platforms such as Wadiz to get financing from corporate
investors and general public. These platforms include functions to increase participant activity
through the number of comments, interest and online word-of-mouth. This study aims
to elucidate how these functions related to a participant activity exhibit mediating effects
on a success of crowdfunding and an achievement rate of targeted investment amount.
To this end, the individual variables such as progress period, target amount, venture company,
experience of attracting investment, possession of intellectual property rights, a career of
the representative and an award experience of the representative were classified into the
project characteristics, the company characteristics and the representative characteristics
through not only previous studies but also interviews with investment professionals and
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platform operators. Afterwards, this study went through an empirical verification process
using a structural equation model that has both crowdfunding performance and participant
activity, which is the independent and mediating factors of three perspectives, as well as
the dependent variables.

In other words, this study analyzes how the characteristics of three perspectives affect
the participant activity and how the participant activity had the mediating effects on the
crowdfunding performance. In addition, it derives how the analysis results mentioned above
vary according to business types (internet services, culture/art, manufacturing/distribution)
and investment styles (stock type and bond type). It is expected that this study will help
not only in deriving the factors affecting the performance of an investment type crowdfunding
but also in preparing the measures to increase a participant activity.
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(Table 1) Classification of Crowdfunding Types

Type Explanation
Donation Support as just donation, without condition of reward to sponsors
) Many sponsors fund proposer's project and get reward from it in a form other
Reward
than money
. Funding in angel investment form, acquiring shares in proportion to the amount
Equity |. L . .
invested, aiming at creating profit
Investment - ; . .
Bond Support via online small loans, aiming at receiving interest.
Online microcredit, P2P Finance, etc.
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Ay Agutale 37 All or Nothing H)
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(Table 2) A Pre-Study

At} Zheng[29], Freedman et al.[7], Lin et
al.[17], Zvilichovsky et al.[30]¢] AT &= =}
oA 54 o 4eaddS AT,
Agrawal et al.[1], Zhang et al.[28], Burch et
al.[4], Kuppuswamy et al.[13]¢] dT-olAdE =}
wowA 54 o e ads AT &
3k Agrawal et al.[1], Burch et al[3], Lin et
alll71¢] A4+ AaraAet A ARt #
Alell oJgk dE 21 A3, Kuppuswamy
et al.[13], Mollick[18], Ahlers et al.[2], Jian et
al[8]¢] A7olA= Aeh-edd FaE
Al ZRAE Ao % -y elES tF

AT,

on Crowdfunding

Category Main factor of success Reference No.
Social capital [29]
Success Factors by the Characteristics of the | Social Network Index [7]
Funder Online friendship [17]
Experience in project sponsorship [30]
Well funded project [1]
Success Factors Based on Funding Supply | Initial Funding Performance [28]
Characteristics Donation amount [4]
The stage of the fund-raising period [13]
Success Factors by the Relationship Between the | Physical distance
. . . . - (1, 3, 17]
Financing Demand and the Financing Supply | Cultural distance
Target amount, period, update, etc. [13]
) ) | Project period, project description, etc. [18]
Success Factors by Published Project Personality — - -
Characteristics of the Project Firms [2]

Project Content [8]
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(Project Characteristic), 719} 54 (Company
Characteristic), ¥4} £ (Representative
Characteristic) .2 #F3}1, mj/fH4=el 2
o] 285 A (Participant  activity)<S XE3H3}to]
<Table 3>3} o] U] 7}#] HF= T3tk
AR, Aoyt 22 AE Zdstr] 918
A ERF dEshs 7EARE 7873t
(Progress period), &3 9(Target amount)
& ZRAE 5407 Hosigitt. EA, e
7ol FAH+2 7 & (Investment  attraction
experience), W= 7]](Venture company), #|
2 2 4HA B f-(Possession of intellectual prop-
erty rights)& 71 5402 st AA,
AR E 257 2 (Career of the representa-
tive experience) ¥} ¢ 7 3L 2] F4
T-(Award experience) S EA EAo =
SEGTE mhA o R TR AE 7|7t &
AEolA LAst= A5 (Number of com-
ments), =2}2174(Online word of mouth), 2
A % (Interest), FAFAF(Number of investors)
OMIES Fodsd o o5l

(Table 3) Literature Review about 4 Types of Characteristics

Category Measurement variable Reference No.
Project Progress period [5, 10, 13, 19, 23, 24, 27]
Characteristic Target amount [5, 10, 13, 20, 22, 23, 24, 27]
. Possession of intellectual property rights [9, 10]
ChLa(r):raréIt);thic Investment attraction experience [9, 10]
Venture company [10, 19, 26]
Representative | Career of the representative experience (6, 12, 15]
Characteristic | Award experience [11, 25]
Number of comments [10, 21, 22, 23, 27
Participant Online word of mouth [10, 14, 21, 27]
activity Interest [10, 22]
Number of investors [5, 10, 14, 22, 24]
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Classification by industry,
Classsification by funding type

Project Characteristic

Progress period,
Target amount

Company Characteristic
Venture company, Possession of
intellectual property rights,

L Investment attraction experience

Participant activity E
Number of comments, |
Online word of mouth, i——*r‘“—; Achievement rate of
Number of investors, |
Interest i

__________

AN Crowdfunding Performance

Y crowdfunding, Success

Representative Characteristic ]

Award experience, career of the
Representative experience J

(Figure 1) Research Model
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(Table 4) Investment Crowdfunding Platform Ranking

Frare e A Aol A 2d st

g FlolX Aetesy

(2019. 10. 15.)

ranking Company Service start date| Project(ratio) Participant Activity Measures
Number of comments,
1 Wadiz 2016.1.25 537(51.05%) | Online word of mouth, Interest,
Number of investors
2 OpenTrade 2016.1.25 135(12:830¢) | umber of comments, Interest,
Number of investors
Number of comments,
3 Ohmycompany 2016.3.17 73(6.94%) | Online word of mouth, Interest,
Number of investors
Korea Asset FolE =10 Number of comments,
4 Investment Securities 2016317 5B(5:51%) Number of investors
5 crowdy 2016615 57(5.420¢) | Number of comments, Interest,
Number of investors
6 IBK Securities 2016.3.17 54(5.13%) | Interest, Number of investors
- etc. - 138(13.12%)
Total 1,052(100%)
(Table 5) Result of Data Collection
. Manufacturing /

Type Internet service Culture / Art Distribution Sum
Equity type 53(36) 14(12) 69(42) 136(90)
Bond type 6(5) 77(49) 22(15) 105(69)

Sum 59(41) 91(61) 91(57) 241(159)
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(www.CrowdNet.orkr)oll 2ttj=7} 5
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<Table 5>} 7+
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o, FARARD, ALALALSR, EFE,
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(Table 6) Operational Definition

Variable Measurement variable Operational definition
Project Progress Period Period of project (day)
Characteristic Target amount Target amount of project (won)
Investment attraction Having experience of investment attraction
experience (Y=1, N=0)
C . )
Independent ompal?y' Venture company Certified venture enterprise (Y =1, N=0)
bl Characteristic
vaniable Possession of intellectual | possession of intellectual property rights
property rights (Y=1, N=0)
Career of the . .
Representé.itiye representative experience Number of years worked in the same industry
Characteristic - — -
Award experience award-winning experience (Y =1, N=0)
Number of comments | Number of comments of project
Intervening | Participant Online word of mouth | Number of SNS Followers
variable activity Interest Number of likes or hearts on platform
Number of investors Number of investors
) Achievement rate of Achievement rate = target amount / funding
Depe_ndent Crowdfunding crowdfunding amount
variable | Performance -
Success Success = Achievement rate > 80%




A9 AseAdeln goiAggAel WAL 24 7
(Table 7) Characteristics of Sample
Project Successful Failed
Measurement variable ! Project Project
Average
Average Average
Project | Progress Period (day) 313 286 365
Characteristic | Target amount (won) 163022149 | 179784968 | 130518634
Investment attraction experience 42.71%(103) 54.7%(87) 19.5%(16)
Compar}y. Venture company 37.7%(91) 42.7%(68) 28.0%(23)
Characteristic
Possession of intellectual property rights|  31.9%(77) 37.7%(60) 20.7%(17)
Representative| Career of the representative experience 7.2 94 3
Characteristic | Award experience 28.6%6(69) 39.6%(63) 7.3%(6)
Number of investors 101.8 142 24
Participant | Number of comments 194 236 114
activity Online word of mouth 379 479 184
Interest 198.2 240 118
Crowdfunding | Achievement rate of crowdfunding 74.4% 105.9% 13.3%
Performance | Syccess - | 65.9%(159) 34.1%(82)
gole 24 U A} (NFL TLL CF, IF]) 357 7548 58l
5.1 289 N3 AS 5.2 83 HEd &3
o1z golRAe] oA AMOSOIA =41 1A 294l HeerdA Ase 71
8ol A A=S AN G =4 o]H < EFYEE SA4317] 9lg Hit i ih5Z(Average
o7} BE 2] i) 08 7|Fo s 5 Variance Extracted)#t 2+ 7Hd 41 2] %= (Con-
B 1714 Aitst 2oe Aast) ehaa 2 struct Reliability) 2 st} B4t
o] srold QolH oA AAHYY =5 (AVE)#t 7 /IEAIE 2(CR)E A5 43 3
o] AL <Table 8>3 o] Aef 23| TRAFZAVE) RS 05 o4, Mddz=E
(CMIN/DF, GFI, RMSEA)} 224574 CRIFE 07 odo= Fadh 2o v,
(Table 8) Conformance Checking
Absolute fit index Incremental fit index
Conformance
CMIN/DF GFI RMSEA NFI TLI CFI IFI
Measurement model 2.621 917 082 914 921 944 945
Scale <3 > 09 <01 > 09
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(Table 9) Reliability and Validity of Measurements

Standard

Path Estimates AVE CR.
Error
i — Target t 1.398 -0.952
Project aTeet amoun 0981486 | 0.979020
Characteristic — Progress period 0.084 0.989
§ — Venture company 0.768 0.408
Lommpany T tment attraction experience 0567 0676 | 0513959 | 0.756654
Characteristic
— Possession of intellectual property rights 0.792 0.371
ive — Career of the representative experience 0.755 0.428
Representative P & 0632034 | 0792613
Characteristic — Award experience 0.833 0.305
— Number of comments 0.840 0.293
ici — Onli d of th 0.550 0.69%
Participant e wore o o 0612080 | 0.858926
activity — Interest 0.733 0.461
— Number of investors 0.948 0.100
i — Achievement rate of crowdfundin, 0.938 0.119
Crowdfunding £ 0895894 | 0.945085
Performance — Success 0.954 0.089
5.3 THHEIZM HS ror interval estimates)ollA] o] & AraA 4=
E 14 TR Qolof gt o)t
Azl A 49} %59 2K(Standard Error)Z ©]-&-3A &

6‘1—

olet=d ¥
A I e B 1)
gt} <Table 11>5 ®H
Sty x] oo v g THEYA

oh;}

22}

(Table 10> The Result of Discriminant Validity Testing

& a2 A

l A 2

Correlation
Variables Project Company  |Representative| Participant AVE
Characteristic | Characteristic | Characteristic activity

Project Characteristic 1 0.981486
Company Characteristic 0.021" 1 0.513959
Representative Characteristic 0.009 0.143™ 1 0.632934
Participant activity 0.311° 0.011 0.053" 1 0.612080
Crowdfunding Performance 0.010 0.063™ 0.185"™ 0.229" 0.895894

“p < 0.05,

“p<0.01,

"*p < 0.001.
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(Table 11) Discriminant Feasibility Results through the Standard Error Estimation

Section
o) SE. -2.000 2.000
Project Characteristic «<» Company Characteristic 0.145 0.057 0.031 0.119
Project Characteristic <> Representative Characteristic 0.093 0.056 -0.019 0.018
Project Characteristic <> Participant activity 0.558 0.075 0.408 0.891

Project Characteristic <> Crowdfunding Performance 0.101 0.063 -0.025 0.013

Company Characteristic <> Representative Characteristic 0.378 0.095 0.268 0.591

Company Characteristic <> Participant activity 0.106 0.049 0.008 0.065
Company Characteristic <> Crowdfunding Performance 0.251 0.056 0.139 0.334
Representative Characteristic < Participant activity 0.231 0.051 0.129 0.309
Representative Characteristic <> Crowdfunding Performance 0.43 0.063 0.304 0.671

Participant activity <> Crowdfunding Performance 0.479 0.062 0.355 0.772

=

5.4 E0{x} E342| izt 24 s

AR ARENS S At A ggob wiZfE It filon, ZRAE 54
AMOSO A A 2842 3] AR S Ao (@2 EA 5A(0)2 7 - et 25
2 AGste] there) o)A el WA Ao frejste] F-Emj 7l (partial mediation) = %Atk

oA ARFAAZ} J= W AHEH 7HY ol Agg-EdY S HalshE gl dEol
2, F 295 gl o ARgsth g a it 3d LR 719 542 3A wdEo]
St AR EARE FIHE AT 98 FEX glo] A=y Aol 4 - P H o s o
E 3 (bootstrapping)WH S ©]&3tAth 4 s HX|A] o 22 AE EXAI O}
2EMS B v/ gz Aats <Figure 2>} 548 A=Y Aol % HER 4

Project Characteristic —.438«
Progress period,
Target amount

379%%

Participant activity

c Characteristi ‘l ! 53
ompany Characteristic _ ! () 133mn -
Venture company, Possession of -109 i g‘:]mb:";vgi dc?)rfnrr:s&t: ! ) CVOWAogrl]{ndan Ptel’f?rmfance
intellectual property rights, i o ievement rate of
|
|

: § I Number of investors, crowdfunding, Success
Investment attraction experience I
[}

Interest i

_________________________

272xx
Representative Characteristic

Award experience, career of the
Representative experience 297 +*

p <005, “p<0.01, "p<0.001.
(Figure 2) Intermediate Effect Analysis Result Model
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HEaHEgE oplel HE AFUE A &8 T 2EARNTE S8 wpslan BAAe
A Fite e T FAREEH S T8 A <Table 12>9} 7o] Yl
BE v oz vy AEA I 251 0] 4§ Z2AE SR
ol ZRAE 54 719 54, dEA 54 2 - P a Y B freste] Rl H e
o] ATp-E=AY Aol vX = g3 Foizt ™, 719 §4(b)e] Aeps=dd Aol m]x
g Aol s wAE Aoleks b Tol A = AP EIE 07109 EANLR §elax
A e =] LTk oIl 719 §Ado] FAREEAded vA=
e 266003, oA sl Ag-=d
5.5 YEY ZHHLE S8 HOIK 9 Akl vlAE ek 142H AL 0
Mo UNED HE 7 EAR R felate] RolAEAl of:
A w7 (Full mediation) ¥ Sith tEA} E4
UM A BEd % AZGEY 5 ¢ (02 A &= FolataAnt A ek
(Table 12) Direct, Indirect and Total Effects of the Research Model
Path Direct Indirect Total
effects effects effects
Project — Participant activity 566™ - 566
Characteristic ~ — Crowdfunding Performance | —.604" 264" -.340"
Internet Company — Participant activity 266" - 266"
Service Characteristic —  Crowdfunding Performance .071 124" 195
Industry Representative g Participant activity 023 - 023
Characteristic ~ — Crowdfunding Performance 4757 011 485"
Participant activity — Crowdfunding Performance 466" - 466"
Project — Participant activity 212 - 212
Characteristic —  Crowdfunding Performance | -.334™ 133 -221"
Company — Participant activity -.086 - -.086
Culture/ Characteristic Crowdfundi rformz 124 — 046 078
Art Industry —  Crowdfunding Performance . X .
Representative - Participant activity 426" = 426"
Characteristic ~ — Crowdfunding Performance .100 228" .328™
Participant activity — Crowdfunding Performance 534 - 534
Project — Participant activity A410™ - A10™
Characteristic © — Crowdfunding Performance | -.410™ .189™ -222"
Manufacturing/ Company - Participant activity -.143 - -.143
Distribution Characteristic  — Crowdfunding Performance 146 -.066 080
Industry Representative - Participant activity 3417 - 3417
Characteristic  — Crowdfunding Performance 326 157" 4827
Participant activity — Crowdfunding Performance 4607 - 460

*

p <0.05, “p<0.01, ""p <0.001.
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(Table 13) Types of Moderating Effects Direct, Indirect and Total Effects of the

Research Model

Path Direct Indirect Total
effects effects effects
Project Characteristic — Participant activity .494: fw .494i
— Crowdfunding Performance =385 2147 -171"
L — Participant activity 127 - 127
Equity Company: Characteristic — Crowdfunding Performance 085 055 140
Representative Characteristic = Participant activity '157** _ '157**
— Crowdfunding Performance 403 068 4717
Participant activity — Crowdfunding Performance 434 - 434
Project Characteristic — Participant activity .3192 *w .319i
— Crowdfunding Performance =430 169 -261"
Company Characteristic — Participant activity -.018 - -.018
Bond — Crowdfunding Performance 094 -.010 034
Representative Characteristic = Participant activity AL6™ _,,,, '416:
— Crowdfunding Performance 120 .220 .340
Participant activity — Crowdfunding Performance 528" - 528

p<0.05 “p<0.01, "p<0.001.
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(Table 14) Overall Results of Hypothesis Verification

Classification

Classification by industry by funding type

: Manu
Project
Path ! Intemet Culture/ facturing/ | Equity | Bond
(n 241)| Service | Art -
Distribution | Type | Type
Industry | Industry
Industry | (n 136) | (n 105)
(n 59 | (n91)
(n 91)
Project Characteristic — Participant A A “ A A A
activity — Crowdfunding Performance
Company Characteristic — Participant N o y y y N
activity — Crowdfunding Performance
Representative Characteristic — Participant A “ o A “ o
activity — Crowdfunding Performance
% Full mediation(O), Partial Mediation(4 ), No Mediation Effect(x).
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