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Abstract

The study is aimed to explore the factors of subjective norms and their influence on shaping the intention of people to
participate in crowdfunding. Data was collected from 155 respondents who have been involved in one or many
crowdfunding campaigns as a contributor or fundraiser. Data was analyzed using various statistical tools like data
reliability test, factor analysis, correlation, and regression. It was found that intention to participate in crowdfunding is
shaped by the influence of family and friends and people have high motivation to comply with the approval of these
reference groups. Influence of other reference groups like a supervisor, teacher, neighbor, social network friend, etc.
has no impact on shaping the intention of people towards crowdfunding. The study will be useful for crowdfunding
platforms to understand the influence of referent groups on people regarding crowdfunding participation.
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1. Introduction

Crowdfunding (CF) is a broad term which means the process of raising funds usually small amounts from a large
population known as the crowd to fund a business project, cause, loan or other financial need through the identified
platform. Peer to peer lending enables companies and start-ups to raise funds as a loan for which they have to pay
interest. In Equity crowdfunding (ECF) start-ups and companies issue shares to the investors while raising funds
through crowdfunding and bear profits and losses. Peer-to-peer lending and ECF are popular among the investors for
financial returns while Donation-based and reward-based crowdfunding is based on social benefits, for people who
are concern about supporting social causes without expecting any financial return. Peer to peer lending and ECF
have got the attention of governments also to encourage the progress of Small and Medium Enterprises (SME’S).

In Peer to peer lending investors or businesses contribute small amounts and when funds are collected in bulk, it is
transferred to the fundraiser. The interest is determined by the platform based on the risk associated with the project.
The interest rate should be greater than the regular saving interest rate at the bank so that investors will be motivated
to invest in crowdfunding rather than keeping a bank which is more secure. The interest rate should less than the
regular interest rate on the loan from banks so that borrowers prefer to raise funds through crowdfunding. Some
platforms target niche business segments and raise funds in only these areas like education financing, gifts,
consumption, real estate and many more.

Kirby and Worner (2014) attributed the financial crisis of 2008 to the growth and expansion of crowdfunding. The
financial crisis has made small businesses especially start-ups to face difficulty to obtain capital as banks are
becoming more careful and reluctant to provide loans (Baber, 2019a). Crowdfunding offers these start-ups an
opening to start their ventures, to turn their dreams into reality (Nordin, Ismail, & Zainudddin, 2018).

Normative belief can be defended as a belief of the person that the social group he belongs to will approve or
disapprove some action. The theory of reasoned action proposed by Fishbein and Ajzan (1975) suggests that
normative belief has an influence on the intention to do some action or abstain from doing an action. Subjective
norms evaluate the observed social forces to act or not to act particular conduct and comprise of two factors which
are multiplicatively combined. The first factor is called as normative belief which means to assess the opinion of
people who are most important to the person as to whether a person should execute the conduct or not and the second
factor is the motivation to comply which means the level of conviction to follow the referent group with these beliefs.
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Therefore, individuals will perform a behavior which is from the referent group to which the individual has more
desire to comply (Ham et al., 2015).

2. Literature Review

The Theory of Reasoned Action proposes that both normative belief and motivation to comply can together influence
the intentions to do or not to do an action (Fishbein & Ajzen, 1976). Fishbein & Ajzen, (1975) suggest that
normative belief should be weighted with motivation to comply with a particular social group a person belongs to or
aspires to join. Theory of Reasoned Action conceives that normative beliefs attributed to a definite social group,
multiplied by the motivation to comply with that group, then averaged across all relevant social reference groups like
family and friends, form subjective norms about doing or not doing an action. Intentions can one of the important
predictors about the actual performance (Eagly & Chaiken, 1993; Yunuset al., 2018; Mbabazi, 2018).

Other than family and friends, social pressure can come from role models and supervisors as well (Krithika, &
Venkatachalam, 2014). To understand the qualification of normative belief associated with a social class, there is a
need to measure the motivation to comply with that social class (Ajzen, & Fishbein, 1973). In other words, it is not
enough to understand what other people think that a person should do or not to do but also the extent of motivation
for that person to comply with that thought (Ajzen, & Fishbein, 1972). Higher levels of motivation to comply with
the thoughts of the social group will have a high impact of normative belief and will lead to higher intention to do or
not to do a behavior. While as a lower level of motivation to comply will be associated with a low impact of
normative belief and hence will not influence the intentions to that extent (Fishbein & Ajzen, 1975; Binyamin, Rutter,
& Smith, 2018). There is always a reason for a person to behave as per the wants and requirements of the social
group. The person may feel that the social group have more expertise in this field, he may also feel a threat of
punishment or rejection from the group and may look upon to some rewards, appreciation or inclusion in the group
(Etcheverry, & Agnew, 2004; Kashif, et al., 2018).

The theory of Reasoned Action has been employed by various studies to examine behavior of humans in the fields of
marketing, psychology and entrepreneurship (Armitage and Conner 1999; Buttle and Bok 1996; Conner & Abraham
2001; Shan, & King, 2015; Hasbullah et al., 2016; Tiwari, & Bhat, 2017). Many studies in social science have
supported the proposition that subjective norms are the vital predictor of a person’s behavioral intentions (Conner,
Kirk, Cade and Barrett 2001; Morris, & Liu, 2015; Minton, et al., 2018; Bok, & Park, 2019). Various authors studied
the subjective norm on adopting banking and found it the most important factor in shaping the intention of people
(Gumel et al. 2015; Hanudin et al., 2014; Abduh et al., 2011). Lujja et al. (2016) on the contrary found that the
referent group has no significant influence on shaping the intention to adopt banking. Lajuni et al. (2017) suggested
that a person will perform a behavior as expected by the social group under the pressure of the same even he may not
be in favor of doing the action. Chau and Hu (2001) and Lewis et al. (2003) studied the intention to adopt
information technology and concluded that subjective norm is an insignificant contributing factor. Evers, Loureng,
& Beije, (2012) studied the success factors of crowdfunding and pointed out that social impact and engagement are
the two important success factors of the crowdfunding campaign. Pan, & Liu, (2018) stated that strong motivation to
comply with referent groups will lead to the high inclination to participate in equity crowdfunding projects. Astebro
et al. (2018) concluded that early contributors gather and disseminate information to their referent groups which
encourage other contributors to invest. Shneor and Munim (2019) studied the reward-based crowdfunding and
proposed that factors like attitude, self-efficacy, and subjective norms have a direct relationship with the contribution
behavior. Baber (2019b) studied the factors which shape the attitude of the people towards participating in
crowdfunding and concluded that prior experience of technology; financial markets and influence of referent groups
have a relationship with the development of attitude towards crowdfunding.

3. Analysis

A 5-point Likert scale was used to gather data from 155 respondents where 1 = strongly disagree, 2 = disagree, and 5
= strongly agree. A simple random sampling technique was used to gather data from people who have already
participated in crowdfunding campaigns as a fundraiser or funders. Most of the respondents were in the age of
between 23-40 years, around 90%. This age group is mostly technology users and has an understanding of the
crowdfunding process. Most of the people were single around 63%. Respondents were mostly educated and the
majority of people were graduate or undergraduate. In order to understand the influence of family on intention, it was
important o understand the structure of the family. Most of the respondents were from the nuclear family while a
good number of people were from a joint family. To understand the influence of friends, a question was asked about
the ‘number of friends’. Most of the people, around 65% of people have 3 or 4 friends. Apart from family and friends,
people were asked whom they follow and most the people marked teacher then religious or social group and social
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networking friends. People ranked the referent groups and family were ranked number one by 45% of respondents
and the friend by 35% of respondents.

Table 1. Sample descriptive statistics

Variable Categories Frequency Percentage
Age 18-22 3 1.9
23-30 65 41.9
31-40 77 49.7
41-50 10 6.5
Marital Status
Single 98 63.2
Married 57 36.8
Gender
Male 125 80.6
Female 30 194
Educational Background
Diploma 5 3.2
Undergraduate 76 49.0
Graduate 71 45.8
Doctorate Degree 3 1.9
Family structure
Nuclear family 73 47.1
Joint family 58 37.4
Living alone 24 15.5
Number of friends
2 23 14.8
3 53 34.2
4 46 29.7
5 28 18.1
more than 5 5 3.2
Person/ group you follow other than family and friends
Teacher/s 72 46.5
Boss/Supervisor 9 5.8
Advisor 9 5.8
Neighbor 9 5.8
Religious or social group 24 15.5
Social networking friends 24 15.5
None 8 5.2
Referent Group ranking (Rank 1)
Family 71 45.8
Friends 55 35.5
Others 29 18.7
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3.1 Reliability Analysis

Reliability (internal consistency and stability) of the data was tested using Cronbach’s alpha coefficient (Cronbach,
1951). The Cronbach alpha coefficients for all the constructs were above 0.75 implying that the data used in the
study was reliable.

Table 2. Reliability analysis

Dimension Items Cronbach’s alpha
Influence of Family 6 .927
Influence of Friends 5 .965
Influence of other reference groups 5 .934
Motivation to comply with reference groups 6 .962
Intention 6 931
Combined scale 26 .926

3.2 Descriptive Statistics

Descriptive statistics results of constructs are presented in Table 3. Statistical means and standard deviations are
shown to review the collected data as agreeing to Field (2009), means characterize an overview of the data, and
standard deviations denote wellness of means to signify the data. The dependent variable, intention to adopt
crowdfunding has a mean value of 4.07, while as standard deviation is 0.74. This implies that on an average, Indians
have high intention to use and adopt the crowdfunding process to raise or contribute funds for a project or cause.
However, the mean of influence of family is slightly high with less standard deviation more than friends which are
interesting in the case of technology-oriented adoption. Motivation to comply with any reference group is high so
people are motivated to follow their reference groups.

Table 3. Descriptive statistics

N Minimum Maximum Mean Std. Deviation

Influence of Family 155 3.00 5.00 3.9839 52491
Influence of Friends 155 2.60 5.00 3.7174 .82958
Influence of other reference 155 3.00 500 36581 58774
groups

Motivation to comply with 155 275 500 40935 81192
reference groups

Intention 155 2.17 4.83 4.0742 .74418

Variance inflation factor (VIF) should be reported for all regression models to investigate the potential of collinearity
problem among independent variables is shown in table 4. The model will not give absolute results for regression
analysis if there will be a perfect linear correlation among the independent variables. The values of the variance
inflation factor should be greater than 5 and at the same time tolerance level should be less than 0.1(Henseler et al.,
2015). In this study, values are reasonable and there is no evident relationship between independent variables and
thus there is no problem of multicollinearity with this model.

Table 4. Collinearity statistics

Variables Tolerance VIF
Influence of Family 0.912 1.096
Influence of Friends 0.789 1.267
Influence of other reference groups 0.980 1.021
Motivation to comply with reference groups 0.837 1.195

Published by Sciedu Press 139 ISSN 1923-3981 E-ISSN 1923-399X



http://rwe.sciedupress.com Research in World Economy \ol. 10, No. 3; 2019

In Table 5, the Value of KMO is 0.879 which acceptable and counted as good whereas Barlett’s test of sphericity is
significant at 325 degrees of freedom. This signifies that data is appropriate and valid for factor analysis (Barrett et
al., 2005; Bartlett, 1954).

Table 5. KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 879
Bartlett's Test of Sphericity Approx. Chi-Square 5253.054
df 325
Sig. .000

In Table 6, To reduce the factors into relevant and similar variables, Exploratory factor analysis was done and factor
loading for all items was > 0.5 (Kaiser, 1974). For principal component analysis, Varimax rotation with Kaiser
Normalization is used for this study. Five components were extracted from 26 items of subjective norms and
intention.

Table 6. Factor analysis

Family Friends Others Motivation Intention
Faminl .867
Famin2 .868
Famin3 .816
Famin4 .830
Famin5 .820
Famin6 .850
Friinl .928
Friin2 .925
Friin3 .903
Friind .869
Friin5 .654
Otherl 874
Other2 932
Other3 .892
Other4 .895
Motcoml .943

Motcom?2 .932

Motcom3 .816

Motcom4 .926

Intention1 .655

Intention2 767

Intention3 .642

Intention4 .651

Intention5 .836

Intention6 .829
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To measure the correlation between the four independent and one dependent variable, Pearson’s correlation of
coefficient analysis was conducted. There is a strong correlation between intention and influence of friends followed
by a moderate correlation of motivation to comply with reference groups and then below moderate correlation with
the influence of family. The influence of other reference group variable does not demonstrate any correlation with
the intention to adopt crowdfunding. Motivation to comply has a weak correlation with the influence of family and
friends but no association with other referent groups.

Table 7. Pearson’s correlation of coefficient

@) ) ®) (4) ()
Influence of Family (1) 1
Influence of Friends (2) 285" 1
Influence of other reference groups (3) .026 133 1
Motivation to comply with reference groups (4) 184" 3947 .098 1
Intention (5) 445" 7317 032 536 1

*, Correlation is significant at the 0.05 level (2-tailed).
**_Correlation is significant at the 0.01 level (2-tailed).

In Table 8, regression results are shown. It can be seen that three independent variables- Influence of family,
Influence of friends and Motivation to comply with reference groups have a significant influence on the behavioral
intention to adopt or participate in crowdfunding campaign while as Influence of other reference groups like a
teacher; boss, etc. has no association with intention. The value of adjusted R? value is 0.655 which means 65.5%
variance in behavioral intention is explained by these four variables, which is quite good in the case of behavioral
study.

Table 8. Regression analysis

Independent variables B t-value p-value
Influence of Family 334 4.750 .000*
Influence of Friends .507 10.595 .000*
Influence of other reference groups -.097 -1.601 A11
Motivation to comply with reference groups 254 5.351 .000*

Notes: Significance at: *p<0.01, R==0.664, adjusted R==. 655.
Dependent variable: Intention

4. Discussion

People live in a society where they are influenced by the people whom they admire and follow. Many studies have
established that reference groups influence our decision making. Crowdfunding is gaining popularity, so it is
important to understand the impact of referent groups and motivation to comply with these groups to understand the
influence of subjective norms on the intention to participate in crowdfunding as contributors or fundraisers. Family
and friends are considered as first and primary referent groups which influence the decision making. The results
suggest that the influence of family has an impact on shaping the decision of people to participate in crowdfunding.
Approval of family is important in Indian societies as the culture advocates the same. People require the approval of
families before they participate in any crowdfunding campaign. The influence of friends has a high correlation with
the intention of participating in crowdfunding. Technology suggestions and recommendations are often considered
from the same aged people who are well-versed with technology rather than parents who don’t have much
knowledge of technology or have started using technology in recent times. Friends and peers are often updated with
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new technological advances and it is easy for this group to understand the process and working of technological
innovations. Crowdfunding being a technology-oriented method of raising funds so people relay and get influenced
more from the group who has an understanding of such innovation. Respondents were mainly millennia’s and they
are often seen engaged with their friends on social networking sites and the same is true about India where the
majority of the population is young unlike the rest of the world.

People are also influenced by the referent groups they admire or follow as role-model. The results show that there is
no significant relation of such a group on the intention to participate in crowdfunding. Motivation to comply is really
to important measure to check the level of motivation people have to comply with the approval or disapproval of the
referent groups. The study found that people are highly motivated to comply with the referent group which has an
influence on them. There is a good correlation between the motivation to comply with family and friends referent
groups which indicate that people are more obliged to follow these two referent groups. High motivation to follow
these groups will lead to high influence of these groups on a person and vice versa.

5. Conclusion

The study was an attempt to check the influence of various referent groups on the intention to participate in
crowdfunding. The basic referent groups are family and friends, in addition, other referent groups like teachers,
supervisors, etc. were taken as factors of normative belief. The motivation to comply with these referent groups was
added to measure how much a person is motivated to follow these referent groups. Together all these three factors of
referent groups and motivation to comply formed subjective norm and then the influence of all these factors was
measured on the intention to participate in crowdfunding as a contributor or fundraiser. The results suggested that the
influence of family and friends and motivation to comply with these two referent groups has a positive influence on
shaping the intention to participate in crowdfunding. The results support the findings of Shneor & Munim (2019) that
suggested subjective norms are positively associated with financial-contribution and information-intentions but in
contrast with (Chen et al., 2019) that found no association between subjective norms and intention to donate money
through crowdfunding. The future study may take more referent groups or other states of India to measure the
subjective norm which shapes the intention of joining a crowdfunding campaign.

6. Practical Implications

The results of this study will help crowdfunding platforms to understand social influence on the people which may
shape their intention of participating in crowdfunding platforms. The crowdfunding platforms should start referral
program benefits to the existing contributors and encourage them to be word-of-mouth for their platform and
campaigns which nay gather good crowd.
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Appendix
SECTION 1: Demographics
Please circle the appropriate box
Age 18-22 23-30 31-40 41-50 Over 50
1 2 3 4 5
Marital Single Married Other
Status 1 2 3
Gender Male Female Other
1 2 3
Secondary Gcrgtljljgti / Ph.
Educational School/High Diploma Bachelor's Master's Degree  D./Doctorate Other
Background School Degree
Degree
1 2 3 4 5 6

The education level that you have COMPLETED. Not the one you are currently pursuing

. Nuclear Joint family Living alone
Famlly famlly
system 1 > 3
Number of 1 2 3 4 5 More than 5
friends 1 2 3 4 5 6
Boss/Super Religious or Social
Person/ group Teacher/s /oup Advisor Neighbor 19 networking None
you follow other visor social group friends
than family and
friends 1 2 3 4 5 6 7

Rank the referent groups according to their influence on you (1=High influence & 3=least influence)

Family Friends Others

Referent Group
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Please circle. 1 = Strongly Disagree, 2 = Disagree, 3 =1 Am Not Sure, 4 = Agree, and 5 = Strongly Agree

SECTION 2:

Family influence

1

I prefer to follow what my family do

My family directs my decisions and helps to choose products

I listen to my family recommendation while buying anything

| always abstain doing things which my family does not approve

I prefer to do what my family says me to do

O G|B (Wi

Following family decisions are always helpful

N PR P S

N NN

W WwWWw wlw|w

e R

o1 |or|o1|o|o1| o1

SECTION 3:

Friends influence

1

I like to know views of my friends about a product

| prefer to follow my friends when I have to make decision

My friends always give me right suggestion and advice

Friends help me in choosing a better product as they know me better

OB IwWIN

I do not do things which my friends don’t feel | should be doing

N e

NINININN

Wwlw|w|w

AR MBS

ojlorjorjol| ol

SECTION 4:

Other group/person (other than family and friends)

1

| follow the people in decision making whom | admire

I get influenced by the people around me while making decisions

People who | admire or my role models always give my right suggestion or advice

| prefer to take suggestion and recommendation of people outside my family and friend circle

OB Iw|N

People outside family and friends always give honest opinion

e

NN NN

Wwlw|w|w

B S

orjoro|o| o1

SECTION 4:

Motivation to comply

1

I follow what my family says me to do

| want to do what my friends think | should do

I should follow people around me and do what they want me to do

2
3
4

| want to follow my close and important people and do what they think | should do

(SN RN S TS

NINININ

W W W |w

£ IR S S I

o1|o1 o1 ot

SECTION 5:

Intention to embrace crowdfunding

1

| prefer to participate in crowdfunding as my referent groups do

Investing/contributing towards crowdfunding projects is a good idea

I always keep track of projects present on crowdfunding platform

| prefer contributing in Crowdfunding projects than traditional way of financing

Participating in crowdfunding campaigns is a good choice

o |lwWw|N

Crowdfunding contributions results in good returns (financial or non-financial)

e TN T TN N TS

NNIN(NIN(N

WWwWwWww|w|w
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