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Abstract
The aim of this paper is to provide guidelines for entrepreneurs who engage in equity crowdfunding for financial resources. By identifying the behavior and reaction of investors based on the types of motivation to a capital venture, entrepreneurs can have a better understanding of their investment in decision making process. The present article provides a conceptual evidence on the motivational factors for Malaysian investors to invest through online equity crowdfunding for mutual benefits. Literature study was done using the existing Journal articles, consultation papers, government reports and online articles and the investment motivational factors are identified using extensive content analysis and face validity procedures to obtain the common factors for investment in crowdfunding. The research model for motivation in equity crowdfunding was constructed with two major categories which are intrinsic motivation and extrinsic motivation. Intrinsic motivation involves individual behavior while extrinsic motivation is generated through external influence. Short term and long term investors’ reactions on motivational factors were added in the research model. Short term and long term investors operate on varies motivational factors act as a moderating variable which is the unique feature of the present study. In addition, the investor’s risk appetite on equity crowdfunding moderates the relationship between motivational factors and investor decision. It is worthwhile, to study whether youngsters have different choice of motivational factors than elders since elders generally go for calculative risks. Thus, the present study focuses on identifying the motivational factors to help entrepreneurs to plan their business strategy in online equity crowdfunding.  Besides, entrepreneurs can utilize different strategies on different motivational factors of their targeted investors. Entrepreneurs have to focus more efficiently on their project investment to have a win-win situation for them and to the end customers. 
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1. Introduction

There is a common phenomenon globally up until year 2016, following the global financial crisis in year 2008 to 2009, where SMEs face difficulty in obtaining financial assistance as financial institutions tighten their credit policy (Alma Pekmezovic & Gordon Walker, 2016). According to a study by the World Bank, SMEs in developing countries tend to face more difficulties in obtaining financing than those in the developed countries. With limited capital to run the business, the emergence of Fintech has very much been welcomed by the global community as the alternative source of financing and investment, particularly online (FinTech) equity crowdfunding (ECF) and peer-to-peer (P2P) lending especially for SMEs. Equity fundraising or equity crowdfunding serves as an alternative financing option, has been recording record-breaking high adoption and investment rate around the world where Europe alone saw 144% increase in investment amount to approximately €3 Billion in year 2014 (Malaysia, SME Annual Report 2015/16, 2016). The financial services industry is one of the most important industries in this civilized society. Innovation and flexibility to improve the current financial status is important to be more efficient and satisfying the needs of the consumers. Although financial services industry has existed for many decades, Fintech is starting to prove the possibilities, the needs and the advantages of innovative financial products and services. As this new disruptive idea is still in its infancy, it is important to study and understand how Fintech, ECF in particular, can better be enhanced and leveraged. SMEs, a major form of business in the world and in Malaysia, is said to face difficulty in obtaining financial resources, given their size and lack of proven history and track records. With the emergence of ECF that is lower in cost and without the stringent financing requirements, ECF can be seen as an ideal platform for SMEs to obtain their financial resources. The total amount of funds raised through Fintech in year 2012 increased 81% to an aggregate of US$2.7 million globally compared to the year before (Alma Pekmezovic & Gordon Walker, 2016). ECF market grew by 105% alone in North America while Europe’s ECF market grew by 65% in the same period. Table 1 depicts the breakdown of the amount of funds raised by different regions:
Table 1: Breakdown of Funds Raised through ECF by Regions

	Region
	Amount

	North America
	More than $1.6 Billion

	Oceania
	$76 million

	Asia
	$33 million

	Europe
	$9.45 million

	South America
	$800,000

	Africa
	$65,000


                    Source: Alma Pekmezovic and Gordon Walker, 2016
SME Corps Malaysia recommended ECF and P2P lending as new innovative way for SME to gain access to capital (Malaysia, SME Annual Report 2015/16, 2016). Commercial article from (Wong Sue Wan & Rowena Lee, 2015), identified that ECF will continue to rise significantly and influence the way the financial services industry is operating. They suggested that Fintech will continue to increase its popularity with suitable enabling factors like investor confidence through ECF platform, receptive regulatory environment, technology infrastructure and financial education. 

In Malaysia, as of year 2016, ECF and peer-to-peer (P2P) lending have been promoted widely, including the regulatory and central bank of Negara Malaysia (Ng, 2016). In 29 July 2016, Bank Negara Malaysia, has released a press statement that a discussion paper on Fintech regulatory sandbox (The Sandbox) was issued to encourage innovation and improve delivery of financial service in Malaysia (Malaysia, 2016). Fintech players like Crowdo, PitchIN, Alix Global, Eureeca, Propellar CrowdPlus and Ata Plus who are specialized in online ECF have been licensed to operate in Malaysia financial system. Malaysia acts as an important hub in Islamic finance to the world, regulation based on Shariah ECF is lacking in the regulation and crowdfunding regulation in Malaysia was studied with Islamic context (Hasan, 2015). Understandably, the motivation of investors goes down when the project risk is high (Oxera Consulting LLP, 2015). The early stage of project has high level of risk. Secondly, information transfer between entrepreneurs to the public is important for ECF projects. Breakdown in communication reduces the confidence of investors and also reduces opportunities. Thirdly, online crowdfunding project has the risk of illiquidity as compared to stock exchange market (Oxera Consulting LLP, 2015).
2. Research Gaps in the Literature 

Neglect Spotting

Intensive search was done to identify scholar papers and professional articles which focuses on the factors that influence the success rate of ECF projects in Malaysia. Common terms used by scholar are “motivation” and “deterrent” that increase potentials of people to invest through online crowdfunding projects (Wechsler, 2013). Only limited professional papers have been reviewed on the key factors that generate successful ECF projects (Belleflamme, 2014). In addition, discussions and conclusions were made at the surface of the issue but not in detail. Study on this field is scarce in Malaysian context and the direction of influence of the factors toward ECF is also unknown (positive, negative or neutral). 

Knowledge Spotting

The factors that affect the results of ECF projects have not been fully explored globally. Fintech, Crowdfunding is a new emerging technology that will change the financing world completely if it takes its magnitude. Without a set of guidelines on factors that influence the positive result on ECF projects, fundraiser, entrepreneur and SME will face the challenge to get involved in ECF for capital investment (Van Wingerden & Ryan, 2011). They will keep away by the barriers and afraid to pick up this new financing tool as one of their business financing options. 

Applications Spotting

Entrepreneur and SMEs who want to utilize ECF as an alternative financing source  need a set of guidance (factors) to lead them in succeeding ECF fundraising. These factors are important to create interests in both entrepreneur and investor to involve in ECF platforms. Furthermore, with these factors identified, confidence level of both parties will increase, hence enhancing the growth and popularity of ECF in Malaysia is a timely option (Mollick, 2014). 

3.0 Emerging Problems in the Literature

Crowdfunding in Fintech is a brand new disruptive financial tool that emerges in today’s society. Crowdfunding phenomenon is gaining its momentum to grow rapidly in Malaysia. People started to notice and are interested in ECF (Mollick, 2014). The researches’ objectives converged into the motivation of investors to participate in crowdfunding ventures (Harms, 2007). Public small investors are now capable of choosing to invest in a venture that they are interested in, and they are gaining control in new ventures in the market indirectly. They are capable of selecting which types of new products and services to be introduced into their market. Hence, it is important to study on the behaviours and reaction of the investors toward the new venture that demands funding for the ideas. Entrepreneurs need to understand the motivation behind the drivers that lead to decision making process of the investors (Bretscneider, Kanub & Wieck, 2014).   

Crowdfunding can be divided into three major categories, reward based, donation based and equity based crowdfunding. Researches done on crowdfunding were combined into three categories and studied as a whole. Motivation factors studied were in general context based on generic model rather than focuses into a single category. This is due to crowdfunding is a new tool in the market. Lehner and Nicholls (2014), stated that specification and segregation of motivational factors to investors’ decision is needed to deepen the ground reality (Cholakova & Clarysse, 2014). ECF in Malaysia is expected to have rapid growth as regulations is created and monitored by Malaysia Security Commission (Malaysia, 2016). As on the year 2016 August, six companies were approved to provide services on ECF. Globally, researchers did commented on the importance to investigate the motivation of investors in ECF (Bretscneider, Kanub & Wieck, 2014; Eriksson & Goransson, 2015).

Research on investor motivation in ECF was found to be limited. Related secondary data was scarce for this topic. Researchers tend to adapt crowdsourcing and general crowdfunding models and creates a linkage into ECF model (Alex Pearson, John Johdet & Mikael Näselius, 2016). The motivation behind this can encourage investors to invest through crowdfunding platform, which is seldom been studied in Malaysian context. Asia, often slower in technology adoption compared to western countries, and with Malaysia among the first to encourage and in response to Fintech, acceptance rate and pace of change is critical. Therefore, with the potential challenges, motivations that could drive the desire of the investors to invest through crowdfunding platforms, especially in Malaysian context should be identified as the key enabler to place Malaysia at the forefront of Fintech. 

4.0 Conceptualization

Eight dimensions of motivation were discussed below which are the effective drivers for the investors to study on online Equity Crowdfunding (ECF):
4.1 Motivation - Intrinsic 

Intrinsic motivation is a factor that is formed within the individual without being affected by macro-environment. 
a) Enjoyment Factor

Investors respond to creativeness and joy extended by crowdfunding and was recently highlighted (Bretscneider, Kanub & Wieck, 2014). This factor was restudied by investigating why people chose to contribute to crowdfunding venture. Sense of satisfaction and enjoyment are keys that drive investors (Harms, 2007). Enjoyment was found to be the most important intrinsic motivation for investors in ECF (Eriksson & Goransson, 2015). Crowdfunding creates sense of curiosity, pleasure and thrill that are considered as the enjoyment factor (Kaufmann, Schulze & Veit, 2011). It was suggested that crowdfunding investors tend to adapt to creative and innovative mind-set (Ordanini, Miceli, Pizzetti & Parasuraman, 2011).
b) Community Factor

As crowdfunding is fully accessible by the public, community factor plays a role to gain investors’ support. Investors tend to have the idea of creating better society by investing in crowdfunding projects in their society (Wechsler, 2013). Connection with community leads to higher involvement level of investors. Besides, people with same interests within the community will tend to boost their investment (Van Wingerden & Ryan, 2011). People tend to be driven by emotions of the community with similar interest. This emotion creates a sense of belonging due to the change brought by the invested projects (Wechsler, 2013). Besides, Bretscneider, Kanub, and Wieck (2014) confirmed that entrepreneurs and investors can  share the same geographic and demographic that will increase the feeling of the investor, creating higher chance of investment. 
c) Philanthropic Factor

Philanthropic is defined as the willingness of a person to give helps to others to promote welfare, for good cause. Donation is a good example. It is related to generous and benevolent of an individual. Investors choose to invest without expecting any return on investment. Active participation of entrepreneur in socially beneficial ventures motivates investor by gaining the feeling of helping the society (Hermer, 2011). Investing in the venture that generates feelings of meaningfulness and generosity will support the venture’s sucessfulness (Gerber, Hui & Kuo, 2012).  In the latest study, philanthropic motivation was experimented on ECF. The study concluded that philanthropic factor acts as an important factor that alter investor’s decision to join in a venture (Eriksson & Goransson, 2015). 

d) Relationship Factor

The relationship between targeted investor and entrepreneur is an important factor for ECF. If investor has personal relationship with the entrepreneur, chance of investor to join in the venture is much greater (Bretscneider, Kanub & Wieck, 2014). Bretscneider et al. (2014) suggested that family and friends are the major segment of investors in the early stage of the campaign.  This statement is supported by Hermer (2011) and Wechsler (2013). Decision on investment comes from the compassion or sympathy given to the entrepreneur (Gerber, Hui & Kuo, 2012; Hermer, 2011).

4.2 Motivation - Extrinsic 

Extrinsic motivation in the context of ECF refers to the decision of an investor that is driven by external rewards. The rewards can be in the form of fame, money, praise and grades. This factor generates by external influence and is opposite of intrinsic which originates from the personality of an individual. There are four dimensions of extrinsic motivation which are discussed below:
a) Immediate Payoff

Return on investment will be received once the project is completed, instantly after the investment is made. This factor is significant in reward based crowdfunding (Gerber, Hui & Kuo, 2012; Wechsler, 2013).  As the return on investment is either tangible or intangible, investor gets what they were promised in a short time. For ECF, investors are believed to network with other investors through the venture, hence, creating future opportunity for them. This indirectly creates benefits for the investors and this benefit motivates investor to invest in ECF (Eriksson & Goransson, 2015).  

b) Delayed Payoff

Delayed payoff refers to return on investment gained through long investment duration that provides future value to the investor. It involves time for the return of investment to be noticeable. Most significant delayed payoff received by investor is financial returns. This is the most important motivation factors for investor to be interested in a venture (Eriksson & Goransson, 2015) (Huynh & Ugander, 2015). In ECF, financial returns can be in the form of dividends and selling ownership of shares (Cholakova & Clarysse, 2014). Delayed payoff can be in the form of non-financial return. Leimeister, Huber, Bretschneider and Krcmar (2009) have explained that learning experience encountered in the investment activity is a form of return that is less visible.    

c) Social Factor

Social motivation enhances involvement of ventures to the society. Argument was done stating that the investor tends to fulfil the obligations expected by other individuals in a society in order to blend into the society. Investors tend to follow majority society trends to make themselves felt as part of the investment society (Kaufmann, Schulze & Veit, 2011). Individuals adapt to third party rules to avoid from imaginary assumptions (Deci, & Ryan, 1985). Social effect affects decision of investor to join in a venture or not. Through venturing in the campaign, investors are able to gain identity and recognition from others within the society (Kaufmann, Schulze & Veit, 2011).

d) Personal Needs

According to Bretscneider, Kanub and Wieck (2014), personal needs are a motivation factor for investment (Huynh & Ugander, 2015). The functions and abilities of products and services of the investment were the main reasons for investors to join into the venture. The realization of the product into the market becomes an incentive to the investors. Two concepts were suggested, investors assume the product to be able to assist in cost saving and the product will create a significant function to the society (Fuller, 2006). Finally, the product with high level of personal utilization will be able to fulfil personal needs, hence increasing the chance of investment (Huynh & Ugander, 2015). Motivation framework in ECF had been developed based on Self-Determination Theory (Deci & Ryan, 1985). Two categories have been suggested as motivation, namely intrinsic and extrinsic motivation. The framework was build based on study on crowdsourcing framework. Enjoyment motivation and community motivation were proven sub-factor to intrinsic motivation (Lakhani & Wolf, 2005). Immediate payoff and delayed payoff were suggested as an additional extrinsic factors in the framework by Kaufmann, Schulze & Veit (2011). They also suggested social motivation as an important factor. Philanthropic motivation was proven to be the factors that contribute to success of crowdfunding projects (Wechsler, 2013). Huynh and Ugander (2015) developed the motivation framework in equity based crowdfunding and is displayed in Figure 1.
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Figure 1: Motivation in Equity-Based Crowdfunding (Huynh & Ugander, 2015)
Age factor is one of the moderating variables identified in the relationship between investors’ motivational factors and investment decision in online ECF. Age is one of the major demographic factors that is said to have significant influence on investment decision making among investors. The researcher found that age groups do bring rise to overconfidence behaviour among investors where the youngest group of the study (age group 18 – 30 years) showed the highest tendency of overconfidence when it comes to making investment decisions (Onsomu, 2015). Age factor was also found to have significant effects on the perceived benefits and duration of investment (Dash, 2010). Benefits have highest effect on eldest age group’s investment decision in the study and this group has the strongest concern on the duration of the investment that they are going to make as compared to the younger age group. Risk preference is also one of the moderating variables in influencing investors on their investment decision (Dash, 2010). The more conservative group of investors would prefer banks’ fixed deposits and life insurance policies and they tend to rely on investment advices and opinions of reference groups instead of investing blindly in any of the investment products (Dash, 2010). Diversified information and consideration on multiple factors prior to making investment decision are of most importance to this type of investor (Dash, 2010). As investors age goes up, their financial risk tolerance level was found to be dropping (Selim Aren, 2015). Investors with higher risk appetite and expected returns tend to prefer stock investment over bond investment (Selim Aren, 2015). Risk propensity and risk perception are proven that they will influence investors’ investment decision in selecting investment product at different risk levels (Fazelina Sahul Hamid et. al., 2013). Besides this, investors’ investment decision has the following trends (Lakshmi, Visalakshmi, Thamaraiselvan & Senthilarasu, 2013):

1. Short term investors tend to make investment decision by following the majority investors.
2. Short term investors have higher level of confidence and expectations and do lesser market/business study and hope for faster returns.
3. Short term investors have higher risk appetite and are more aggressive in investment.
Based on another research study, the trends are (Martin Hedesström, Maria Andersson, Tommy Gärling & Anders Biel, 2012):

1. Investors prefer short term bonus over long term bonus due to uncertain bonus outcome.
2. Amount of long term bonus has to be larger than short term bonus to gain equal desire by investors at the same level of uncertainty.
In the view of the points discussed above, a conceptualized research model has been developed for online equity crowdfunding with three moderating variables. Figure 2 shows the proposed research model with eight motivational predictors and investment decision on ECF as the response variable.

        Independent variables 
                                   Moderating variables            Response variable      
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Figure 2: Research Model: Motivation Factors for Investment decision on ECF 

5.0 Research Methodology and Propositions
The proposed research model in Figure 2 is applicable to entrepreneurs who want to consider start-up business and also for the investors (clients) who want to make investment in online Equity Crowdfunding (ECF). In Malaysia, SMEs execute major form of business but the volume of business is small in size. There is lack of proven history of track records in online Equity Crowdfunding (ECF) since Malaysia is the first in Asia to legalize Fintech. Since ECF needs lower cost and eliminate stringent financing requirements, entrepreneurs especially who are interested in start-up business may venture into ECF. According to SME Corps (2016), ECF encourages peer-to-peer lending and the enabling factors of ECF stakeholder is to get investors’ confidence, to understand receptive regulatory environment, to equip on technology infrastructure and high knowledge in financial literacy. The potential challenge for the stakeholder is the immediate pace of change and implement intellectual properties which are easily accepted by the investors. The current study can be used as a starting point for the stakeholders of ECF to conduct a market research to predict the influencing factors in Figure 2 that are favoured by the different type of investors. SMEs have to first identify the potential investors for Equity Crowdfunding (ECF). Using case study method, SMEs have to determine the motivational factors of investors who would like to invest on ECF. Even choosing some 10 potential investors on ECF and getting their opinion will provide more tips for start-up business on ECF. The type of investors is based on the acceptance level of the investor on payback period on the investment.  

a) Short term investor – investor who expects return on investment in the duration of less than two years.

b) Long term investor – investor who expects return on investment to be realised beyond two years. 

Some empirical study shows that immediate payoff was uncommon to be happened in ECF and recommendation is made to remove this factor from the framework (Alex Pearson, John Johdet & Mikael Näselius, 2016). However, short term investor is driven by faster payoff due to unexpected return of uncertainty (Martin Hedesström, Maria Andersson, Tommy Gärling & Anders Biel, 2012). As both studies contradicts with each other, the present study possess the propositions that:
P1: Short term investor has not affected by delayed payoff motivation.
P2: Long term investor has not affected by immediate payoff motivation

Research Studies showed that investment fund managers were not biased to the controversial stocks due to social considerations and practical constraints (Arian Borgersa, Jeroen Derwalla, Kees Koedijkb & Jenke ter Horstb, 2015). Investment decision is not influenced by social factor which in turn leads to the proposition:
P3: Social factor is not the motivation factor for short and long term investors.

Function and ability of product of the investment is the main reason for investors to join into the venture (Bretscneider, Kanub & Wieck, 2014). The realization of the product into the market becomes an incentive to the investors. Individual need, perceptions, personality traits and learning capabilities influence the decision of investors (Selim Aren, 2015). These studies lead to proposition namely:
P4: Personal needs are the motivation factor for short and long term investors.
According to Onsomu (2015), investors in the age group between 18 and 30 years have highest tendency of making investment decision at a faster phase. In addition, Dash (2010) remarked that age factor has a significant effect on the perceived benefits and duration of investment periods. As investors age goes up, their financial risk tolerance level was found to be dropping (Selim Aren, 2015). Fazelina Sahul Hamid et al. (2013) opined that risk appetite definitely influences on investment decision in selecting product and services. Hence, the study considers a proposition namely:
P5: The moderating variables (age of the investor and investment risk appetite) have effect on the relationship between motivation factors and Investment decision on ECF.
6.0 Discussion
The present study targets to provide a conceptual evidence on the motivational factors of Malaysian investors to invest through online ECF. Entrepreneurs can strategize their business campaign to enhance the results of their crowdfunding campaign based on the key motivations.  Motivational Framework on ECF was proposed by Huynh and Ugander (2015). The motivational factors were divided into two main categories, intrinsic and extrinsic factors. Intrinsic motivations include enjoyment, community, philanthropic and relationship. Extrinsic motivations include immediate payoff, delayed payoff, social factor and personal needs. The motivational factors are crucial in making any financial decision particularly in the context of investment in crowdfunding. Three new moderating variables were inserted in the proposed research model to investigate the moderating role on the relationship between the motivational factors and investment decision in online crowdfunding projects. The crowdfunding projects must be creative to attract short term and long term investors. Short term and long term investors respond differently to motivational factors as short term investors had less decision making process, always follow the crowd and interested with fast returns. In addition, investors’ with difference risk appetite have different reactions to motivation factors. High risk investors prefer higher returns on investment and less oriented towards financial security. Furthermore, younger and elder reactions to motivational factors to make investment on crowdfunding will be different. As younger investors always have overconfidence when making investment decisions and their experience is less rigid as compared to elders. 

7.0 Concluding Remarks

The global phenomenon today is that the Small and Medium Enterprises (SMEs) are encountering lots of difficulties in obtaining financial assistance from financial institutions. The present article suggests an alternative source of financing and investment in the form of online equity crowdfunding. SMEs can think of start-up business with Innovative financial products and services which generates revenue. In the current study, a research model has been proposed for online equity crowdfunding which is a generalised motivation model conceptualized from the previous studies in the global context. The framework divides factors into intrinsic and extrinsic motivations. Four motivations were identified for both intrinsic and extrinsic motivation. The research model includes age, types of investor and investor risk appetite as the moderating variables in the study. The motivation factors which were identified in the present study can be utilised by entrepreneurs to better strategize their equity crowdfunding campaign in Malaysia. Propositions stated in the study to be tested to confirm on its validity in Malaysian context. As online equity crowdfunding in Malaysia is still in its infancy state and relatively new, there is high potential scope for young entrepreneurs. Further, customisation of the proposed research model can be thought off to other applications in Fintech crowdfunding projects to benefit SMEs. 
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