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A New Flow of Money Toward Social Issues:
From an Analysis of Japanese

Social Crowdfunding Platform
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INTRODUCTION

s a supplementary mechanism that goes beyond the limits of conventional

financial systems, crowdfunding platforms, such as Kickstarter and Indiegogo,
have become important funding sources. Crowdfunding enables the generation of
funds for business ventures that find traditional profit-based means difficult (Bruton
et al., 2015; Davis et al., 2017; Moss et al., 2015). Typical examples are social
businesses that address public issues. In crowdfunding, even traditionally hard-to-fund
projects such as environmental protection, heritage preservation, welfare for the
disabled, and disaster recovery, can be funded by people who agree with their activities.
On crowdfunding platforms, money is moved according to a logic that differs from
conventional financial systems. Previous studies have revealed the differences between
conventional investment and crowdfunding (Allison ez 4., 2015; Belleflamme ez al,

2014; Cholakova & Clarysse, 2015; Mollick, 2014).

A notable feature of crowdfunding platforms is that projects with prosocial
orientations are likely to be supported (Allison ez 4., 2013; Gorbatai & Nelson, 2015;
Pictraszkiewicz er al., 2017). The prosocial orientation of a business refers to its
attempt to solve issues related to social welfare through commercial activities (Yunus,
2009). The prosocial orientation of projects in crowdfunding is preferred because the
investment motive in crowdfunding is based on altruism, whereas the conventional
investment motive is based on self-interest (Allison ez 2/, 2015; Belleflamme et 4l.,
2014; Cholakova & Clarysse, 2015). In line with this thought, previous studies have
pointed out that linguistic expressions of prosocial orientation in campaigns have a
significant impact on the success of funding. For example, words indicating virtuous
orientation (Moss ef 4l., 2015), altruism (Pictraszkiewicz et al., 2017), and political
rhetoric such as accomplishment rhetoric and blame rhetoric (Allison ef 4/., 2013),
have been reported to foster the success of fundraising.
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However, two gaps in the existing research need to be filled. First, although the
effectiveness of the linguistic styles that express prosocial orientation has been
clarified, only a few studies have analyzed the influence of the social issues dealt with
in a campaign on its successful funding. People evaluate a prosocial orientation not
only using prosocial language but also by the types of social issues that arc addressed
(Amel-Zadeh & Serafeim, 2018; Eccles & Viviers, 2011; Hillman & Keim, 2001).
Moreover, a prosocial orientation can include different types of social issues such as
poverty reduction, medical care, cultural property protection, and support for artists.
As previous studies have suggested, crowdfunding is a setting in which prosocial
orientations matter; however, not all prosocial orientations are equal. Not only the
degree of prosocial orientation expressed in rhetoric and narratives in campaigns but
also the types of social issues addressed in campaigns are determinants of the success
of fundraising in prosocial crowdfunding. Second, although past research has suggested
that funds are invested in a subject that is perceived to be highly prosocial, what makes
people perceive that an issue has a prosocial orientation that is high enough to induce
investment behavior has not yet been clarified. Thart is, we need to explore the logic
that explains the social issues in which people invest.

LITERATURE REVIEW
Crowdfunding as a Supplemental Financial Market

Collecting funds for new business ventures has been a long-standing problem for
entreprencurs (Kotha & George, 2012). Crowdfunding, which involves raising small
amounts of money from a large group of people, has attracted a great deal of attention
as an alternative and additional fundraising method for startups. In 2018, about
US$90 billion was invested in crowdfunding platforms around the world (Technavio,
2018). While crowdfunding makes it possible to invest in projects that could not be
funded through conventional invesunent schemes, different strategies are required
to achieve success; moreover, the nature of funding is different in crowdfunding
compared with conventional methods (Short ez 2/, 2017).

Previous studies have found some key success factors in crowdfunding such as the
founder’s characteristics (Courtney ez a/., 2017; Gorbatai & Nelson, 2015; Greenberg
& Mollick, 2017; Heller & Badding, 2012; Johnson ez al., 2018), the campaign’s
innovariveness (Chan & Parhankangas, 2017; Davis, et @/., 2017; Moss et al., 2015;
Stanko & Henard, 2017), the founder’s social capital (Belleflamme ez al., 2014;
Buttice et al., 2017; Mollick, 2014; Roma et 2l., 2017), and the rhetorical or linguistic
style of the campaign (Allison et al., 2013; Courtney et al., 2017; Gorbatai & Nelson,
2015; Parhankangas & Renko, 2017).
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Prosocial Orientations Addressed in Crowdfunding Campaigns

Among the success factors in crowdfunding, scholars have recognized the significant
power of prosocial orientation. Successful campaigns do not emphasize the profitability
of the project (Jancenelle & ]ava.lgi, 2018); instead, they focus on its social values and
moral concerns (Calic & Mosakowski, 2016; Gleasure & Feller, 2016; Jancenelle &
Javalgi, 2018; Meyskens & Bird, 2015). Allison ef al. (2015) showed that campaigns
involving social aspects were likely to achieve their funding goals earlier, while
campaigns involving commercial aspects were less successful. Calic and Mosakowski
(2010) argued that campaigns oriented to sustainable and environmental causes were
more likely 10 succeed, as they perceived o be legitimate and creative,

Previous studies have revealed why campaigns with prosocial orientations are
more likely to succeed in fundraising. In crowdfunding investment, campaign
backers hclp al.-ld. Support el’ltl‘epl‘el’leul‘ial Cl.-la.l].cllgcs. IIOWE'VQ].—, Cal‘l.lpaigl‘l backﬁl‘s arc
driven not by extrinsic motivations but by intrinsic motivations and altruism (Allison
et al., 2015; Belleflamme ez al., 2014; Cholakova & Clarysse, 2015), which applies to
incentive-based crowdfunding platforms. Although backers may be self-interested in
helping to fund incentive-based crowdfunding, they also may be motivated by altruism
or the desire to express the feeling that he or she likes someone or an organization
(Bretschneider & Leimeister, 2017). Their investment decisions are also influenced by
subjective norms as well as desirable social norms (Shneor & Munim, 2019). A
backer’s intrinsic motivation and altruism often outweigh economically rational
reasons, and they are more likely to invest in campaigns under the uncertain condition
of whether a campaign is likely to succeed than under a certain condition (Dai &
Zhang, 2019). Therefore, backers prefer prosocial campaigns that are in the public
interest over those thar are in private interests.

In parallel with the search for the reasons for the positive effects of altruism and
prosocial orientation on crowdfunding, previous studies have examined the effects of
rhetorical tactics that appeal to the prosocial orientations of campaigns. Allison ez al.
(2015) showed that campaigns whose language was framed as an opportunity to help
others were more likely to collect funds. Pietraszkiewicz ez /. (2017) also showed that
the use of words related to prosocial behavior in campaign texts led to successful
fundraising. Jancenelle and Javalgi (2018) investigated founders’ profile descriptions,
and their results suggested that founders who cued moral foundations such as fairness
and reciprocity, collected funds quickly. In summary, entreprencurial narratives and
rhetorical tactics that appealed to the prosocial orientation of their projects were
positively associated with success in crowdfunding.

The question that arises here concerns whether both the rhetorical expression of
prosocial orientation and the social issuc the campaign addresses affect decisions to
invest. The focus of previous studics has been primarily on the effects of prosocial
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word usage in campaigns. Words indicating virtuous orientation (Moss e al., 2015),
altruism (Pietraszkiewicz er al., 2017), and the use of political rhetoric such as
accomplishment rhetoric and blame rhetoric (Allison ¢z 4/., 2013), have been reported
to foster the success of crowdfunding campaigns. Although linguistic choices and
tactics have the power to evoke the willingness to support a campaign, people also
decide which project to invest is based on the genre of the social action of the project
(Amel-Zadeh & Serafeim, 2018; Eccles & Viviers, 2011; Luke ef 2/, 2013). In fact,
crowdfunding campaigns address a range of social issues such as poverty reduction,
medical care, cultural property protection, and support for artists. It is possible that
differences exist in the degrees to which those issues attract backers. However, the
types of issues that are perceived as prosocial and worthy of investment have not yet
been investigated. To address this question, in this chapter, we apply the theory of
empathy to hypothesize the kinds of issues that are recognized as prosocial and those
that are not.

THEORY AND HYPOTHESIS

Social Issues as Determinants of Campaign Success

First, we introduce the hypothesis that the type of social issue matters in determining
investments in campaigns. Previous studies have found that the amount of
investment in social enterprise is affected by the area of interest (e.g., Amel-Zadah &
Serafeim, 2018; Luke ef al, 2013; Ryan & Lyne, 2008). Research on crowdfunding
also showed that campaign categorization provided by the platform influenced
funding success (Moss et al., 2018; Sitruk ez al., 2020). Studies have also shown that
fundraising success varies depending on the type of prosocial orientation such as
environmental orientation and sustainable orientation (Calic & Mosakowski, 20106).
Although our main concern is to identify the logic that determines which issue is more
likely to attract funding, it is necessary to verify that fundraising on prosocial
crowdfunding platforms depends on the social issues addressed by campaigns.
Therefore, we formulate the following hypothesis:

H,: On prosocial crowdfunding platforms, the success of campaigns in obtaining
funding varies depending on the issue being addressed.

Empathy as an Antecedent of Altruism

Because people invest in prosocial campaigns and the success of funding differs
according to issue, we applied a theory that explains people’s commitment to prosocial
behaviors without the economically rational maximization of self-interest: the
empathy-altruism hypothesis (Cialdini ez 2L, 1997). It is known that even if a
transaction involves personal financial gains and losses, a person behaves altruistically
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toward the counterpart in such transactions (Fehr & Gachter, 2000; Jones ef al.,
2007). The reason is that people feel happy when they perceive others’ joy, and they
have a strong biological need to feel sad when they perceived others’ distress (Dunn
et al., 2014; Harbaugh er a4/, 2007). This human biological characteristic is called
empathy, and the empathy-altruism hypothesis states that people act altruistically
when they are driven by empathy (Brief & Motowidlo, 1986; Davis, 2018; De Waal,
2008; Eisenberg et al., 2007).

Empathy refers to the ability to reproduce someone’s experience in one’s own
brain and understand their thoughts and feelings even without firsthand experience
(Decety & Jackson, 2004). Empathy is a product of social learning. Indeed, the crucial
difference between humans and apes is in the level of social learning. There is no
Signiﬁcant difference between the brains of human infants and apes in terms of space,
quantity, and causality, but there is a difference in the function of social learning
(Herrmann et al, 2007). A human infancs social learning takes place in an
environment with others, including family members, friends, and even strangers.
Social learning can occur through the observation or mimicry of others’ behaviors,
through which the infant can obrtain the skill of empathy (Bandura, 1963). Thus,
based on an inherent characteristic of their brains, humans not only act rationa.lly
based on self-interest but also are altruistically driven by empathy for others.

When do we act selfishly and when do we act altruistically? Previous studies have
shown that altruistic behaviors such as helping and sharing, are widely observed in
our usual lives, even in infants (Decety & Jackson, 2004). Economists have found
that even when people are motivated to act selfishly, they choose actions to share
benefits with their counterparts (Fehr & Gachter, 2000). Studies have shown that in
an ultimatum game in which only the winner could gain all benefits, the participants
in the experiment exhibited gain-sharing behavior (Forsythe ez al., 1994).

In prosocial crowdfunding platforms, on campaigns deal with social issues and
backers willing to invest in them, altruism is common and self-interest motives arec not
likely to work (Allison et al, 2015; Bretschneider & Leimeister, 2017). Because
investing in activities that address social issues is a prosocial behavior, investors’
motivations are assumed to be derived from empathy for that activity (Pedwell, 2012).
Existing studies have examined backers of crowdfunding who are likely to avoid
investing in prosocial campaigns that signal commercial profit, risk taking, and market
orientation (Allison ez al., 2015; Jancenelle er al., 2018). The findings showed that
when people perccived issues of prosocial campaigns that had cconomic potential,
those issues were not likely to be subject to altruistic behavior, and they would not
receive ﬁinding. We therefore present the following hypothesis:

H,: On prosocial crowdfunding platforms, when the issues addressed in the campaign
are perceived to have higher economic potential, fundraising is more likely to fail.
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Different Effects of Emotional Empathy and Cognitive Empathy

Next, we examine the issues that trigger human empathy associated with the desire to
help. For this purpose, we further examined the empathy-altruism hypothesis in line
with developments in psychology and brain science.

The research on human empathy has identified two types of empathy: emotional
empathy, which occurs instinctively and unconsciously, and cognitive empathy, which
is based on a conscious judgment regarding whether empathizing with an individual is

morally appropriate (Decety & Lamm, 2006; Reniers ez al., 2011; Smith, 20006).

Emotional empathy and cognitive empathy work differently; indeed, the two types
of empathy arc derived from different regions of the human brain (Cuff ¢ /., 2016).
Emotional empathy is evoked when an individual recognizes the distress of others.
Hoffman (2001) referred to this recognition as rudimentary empathic responding, as
these unconscious emotions have been in place since early childhood when ethics and
morals have not yer been learned or understood. Various experiments have shown
that even infants exhibit prosocial behavior when they see others in distress (Hoffman,
2008; Pavey et al., 2012; Tomasello, 2009). Emotional empathy occurs unconsciously
as a reaction when a person is faced with another person’s distress. Even if the cause of
that distress is the person’s behavior, we unconsciously empathize with them (Goubert
et al., 2005; Yamada & Decery, 2009).

In contrast, cognitive empathy, which has a more developed psychological
structure, judges whether a person should receive empathy (Decety & Jackson,
2004). This process involves an individual’s logical thinking process, which is
obtained throughout life and study, to understand whether the person’s trouble is due
to compelling reasons or to conduct (Decety & Yodar, 2016). In this mechanism, even
if a person is suffering, adults with a well-developed psychological structure can avoid
feeling empathy when the cause of suffering is the person’s conduct. Instead, cognitive
empathy evokes the willingness to help others who suffer for compelling reasons
(Bloom, 2017; Decety & Yodar, 2017). In conscious thought, we selectively empathize
with those who are in a difficult situation for unavoidable reasons such as disaster
victims, persons with disabilities or chronic illnesses, and people experiencing
discrimination.

Drawing on these psychological mechanisms, we assume that cognitive empathy,
but not emortional empathy, is associated with the willingness to invest in the
campaign, based on two reasons. First, cognitive empathy is directly linked to actions
that involve decision making, while emotional empathy is not. Cognitive empathy is
conscious and involves selective perspectives on others, and it includes the judgment
of whether o support others. In contrast, emotional empathy is unconscious and
involves automatic affect sharing; it does not induce strong feelings that lead to
decision making (Declerck & Bogaertr, 2008). According to Declerck & Bogaert
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(2008, p. 713), “whereas affect sharing is responsible for feeling the distress of another
person, cognitive perspective-taking allows one to not become distressed and instead
take the extra step to engage in helping the other person.” Artinger ez al. (2014) and Li
et al. (2019) empirically measured participants’ levels of emotional empathy, cognitive
empathy, and prosocial behaviors in an cconomic game tested in laboratories. They
found that participants’ affective empathic concern did not predict their aleruistic
sharing behaviors in games, but cognitive perspective-taking played a significant role
in altruistic sharing behavior.

Second, although emotional empathy is a feeling for people, even those do not
really need help, cognitive empathy arises from a rational and logical understanding of
whether the target is to be helped or not (Bloom, 2017: Decety & Yodar, 2017).
Emotional empathy occurs automatically when a subject shows distress, regardless of
whether it is helped (Goubert ez #/, 2005; Yamada & Decety, 2009). For example,
even if a person has been punished for unethical behavior, people feel emotional
empathy when they see him or her grieving over that punishment. In contrast, we are
not likely to feel cognitive empathy in facing such situations. Instead, in cognitive
empathy, we can understand people’s difficulty when we perceive that they face
structural inequality or injustice, even if they do not express their grief. For example,
when we see someone who tries to launch a local music festival to aid disaster recovery,
cognitive empathy is induced based on a logical consideration, while emotional
empathy does not occur because we do not perceive distressed persons.

In applying this discussion to the setting of prosocial crowdfunding, we assumed
that people’s feeling of emotional empathy toward campaigns issues would not
invoke prosocial investment. Instead, we assumed that cognitive empathy toward
campaign issues would lead to prosocial investment by backers. Thus, we present the
following two hypotheses:

Hy On prosocial crowdfunding platforms, the degree to which an issue evokes
emotional empathy is not associated with the success of the fundraising of the
campaign.
H,. On prosocial crowdfunding platforms, the degree to which an issue evokes
cognitive empathy is positively associated with the success of the fundraising of the
canpaigrn.

METHOD AND ANALYSIS

Procedure of Empirical Study
The objectives of this study are the following:

« To identify the differences in the success of prosocial campaigns depending on the
issues they address.
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e To show that issues that lead to successful fundraising are altruistic and evoke
cognitive empathy.

Based on these two objectives, we conducted a two-step empirical study. In Step 1,
using LDA topic modeling, we identified the topic composition probabilities of the
sclected campaigns and examined their influence on campaign success. Next, in Step 2,
based on the dara collected in a questionnaire survey, we measured people’s empathy
for those issues, and we compared the results with those obtained in Step 1 to
determine the relationship between the empathy the issue evoked and its success in
crowdlunding.

Our study was focused on prosocial campaigns conducted on Readyfor, one of
the largest crowdfunding platforms in Japan. This platform was founded in 2011,
and focuses exclusively on social issues. Other platforms, such as Kickstarter in the US
and Campﬁres in Japan, focus mainly on commercial campaigns. Therefore, we
assumed that backers on the Readyfor platform had mainly prosocial motivations.
Another feature of Readyfor is that the campaigns are not donation-based. All
campaigns must have returns of commercial goods and/or services, and thus, backers
asscss the feasibility of the project, whether the presenter is capable, and the
attractiveness of the returns. Hence, on the Readyfor platform, backers evaluate the
merit of campaigns according to their potential to provide returns. Because of these
characteristics, we considered Readyfor an appropriate platform for examining the
behavior of those who invest in social businesses.

Identifying Issues of Campaigns and their Effects on Fundraising Success

Step 1-1: Natural Lan guage Processin g

The subsequent sampling process was conducted in a Python 3.6.5 environment.
Regarding the data collection, we obtained the HTML files of campaigns by using our
custom program to examine the Readyfor site. This process began on August 1, 2018
and continued daily untl December 1, 2019. In this study, we analyzed the darta in
every All-or-Nothing campaign that started after August 1, 2018 and ended before
August 31, 2019. We identified 2,296 projects that match these criteria, which then
became the study sample. An overview of the sample is shown in Table 9.1.

In the machine-learning stage of topic modeling, we set the chunk size to 300
and exccuted the learning process 100 times, creating the 24 topics listed in Table 9.2,
Based on lists of words consisting of each topic, we gave each topic a title (Table 9.2).
The probability of these 24 topics was obtained for each campaign, which was used as
the independent variable.
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Table 9.1: Overview of the Sample
All Samples Success Subsample Fa:fz;re*_iuot’?;imp £
_ _ - e — o -
n=2296 n=1282(55.8%) (44.2%)
Mean SD Mear SD Mean SD
Project duration (days) 43.9 18.4 | 44.38 17.4 43.4 19.5
Target amount (K JPY) 1184 | 1907 1150 1930 1230 1880
Amount pledged (K JPY) 985 1972 1523 2457 304 586
Number of pledged backers | 67 107 104 128 21 36
Campaign founder’s gender (ratio) (ratio) (ratio)
Male 1237 | 53.6% | 641 50.0% | 596 58.8%
Female 657 28.5% | 404 31.5% | 253 25.0%
Unidentified 402 17.8% | 237 18.5% | 165 16.2%
Campaign proposed by
Corporation 315 26.7% | 172 13.4% | 143 14.1%
NPO 431 20.4% 287 22.4% | 144 14.2%
School 88 10.0% 74 5.7% | 14 1.4%
Note: SD = Standard deviation; NPO = Non-profit organization.
Source: Authors.
Table 9.2: Topic Models for Each Campaign Category
Topic Titles Pictures Beauty New Product | Dance and Act Website
Top 10 Video Beauty Product Dance Website
words related |Photograph Original Design Training Publication
to the topic  [Taking pictures |Set Craft Stage Site
Journey Limited Craftsman Studio Member
Starry sky Ingredient Material Body Advertisement
Camera Skin Brand Dancer Report
Tours Tea Type Student Fee
Edit Make up Size Yoga Corporation
Equipment Price Factory Lesson Release
Interview Plan Color Teaching Consultation
Topic Titles Music Competition Food Drink Regional
Top 10 Music Baseball Eating & Sake Town
words related drinking
to the topic  |Composition  |Race Coftee ‘Wine Sightsecing
Performance Horse Open Liquor Architecture
Festival Stadium Store Brewing Building
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Venue Championship  |Customer Fermentation  |Construction
Art Ranch Cafe Mountain Ceremony
Stage Bike Cuisine God Refurbishment
Appearance All Japan Bread Grape Kyoto
Song Entry Meal Patent Place
Concert Road Foodstuff France Hot spring
Topic Titles Agriculture Childcare Sports fmj;::’::mi Animal
Top 10 Production Picture book Championship|International  |Cat
words related |Food Book Team Overseas Rescue
to the topic  |Farmer Childcare Player Japanese Dog
Cultivation Nursing Sports Forcign Animal
Vegerable Mother Soccer Local Treatment
Agriculture Parent Entry English Foster parents
Rice Adule Practice Vietnam Happiness
Harvest Mama Game Domestic Life
Farm Household Rank America Pet
Taste Family March Asia Owner
Topic Titles FEducation Nature Art Medical Welfare
Top 10 Education Sca At Medical Disabled
words related |Learning Island Work Cure Service
to the topic | Teacher "Wood Picture Hospital Woman
Exercise Qkinawa Workshop Health Elderly people
Student Village Artist Care Welfare
Class Shrine Exhibition Patient Function
Child Mountain Museum Disease System
High school River Composition |Surgery Salon
Program Rain Tree Cancer Safety
Gaming Hiroshima Energy Nursing Consultation
Topic Titles Poverty Disaster History (Payment)
Top 10 Cambodia Disaster History Dounation
words related |Poverty Damage Train Benefaction
to the topic  |Village Revival Showa era Charity
Nepal Fukushima Museum Research
Movie Earthquake Meiji era Resident
Education Disaster At that time  |Science
Thailand prevention Maintenance |Income
Philippines Volunteer Peace Measurement
Donation Tohokn Exhibition Subsidy
Orphan Refugee Posterity Tax

Source: Authors.

Step 1-2: Estimation by Regressian /Ina{ysis

To estimate the impact of these topics on the success
campaigns, we conducted a logistic regression analysis.

and failure of crowdfunding
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Dependent Variable. The first dependent variable was the simple classification of
success and failure (Campaign success). Here, success meant that the amount of money
pledged by backers surpassed the target amount set by the campaign founder. We
input “1” when the campaign succeeded (n = 1282) and “0” when it failed (n - 1014),
and then we examined the effect of topic probability through a logistic regression.

A potential dependent variable was the total amount of funds raised. However,
considering the institutional design of Readyfor, we assumed that the success or
:Fa.il.llre Of the Ca.mlpaign Could not be properly measured by the amount OF lnoney-
On the Readyfor platform, to encourage backers to invest in campaigns, the target
amount of money is set somewhat higher and the “all-or-nothing” formart is adopted.
About 45 percent of campaigns have resulted in failure, which means that campaign
founders did not take anything. Therefore, backers are incentivized to support the
campaigns they believe should be realized. In this platform design, Readyfor campaigns
tends to be polarized; some collect money around the target amount, and others collect
almost no money. When the target amount is exceeded, the growth of the investment
tends to drop sharply. According to our data, limited numbers of projects reached 200
percent of the target amount. For those reasons, we did not use the actual amount of
money invested. The dependent variable in our study was the success or failure of
achieving the target amount.

Independent Variable: As described above, we sct the topic probability of cach
campaign as the independent variable. In 24 topics, we treated the topic composition
probability of “Payment” as the control variable because the topic “Payment,” was
not a campaign issue but the explanation of the payment method.

Control Variable: We controlled for variables that previous studies found to affect
fundraising success. First, because the visual image of a campaign has a positive impact
on its success (Courtney ez al., 2017; Mollick, 2014), the number of images was
introduced as a control variable (# of images). Because Readyfor does not use videos to
promote campaigns, we did not introduce the number of videos as a variable. Second,
previous studies have shown that female founders were more likely to succeed in
crowdfunding (Gorbatai & Nelson, 2015; Greenberg & Mollick, 2017; Johnson et al.,
2018), so we controlled for the gender of the campaign founder. When the presenter’s
gender was female, the dummy variable female took the value of 1, and when the
gender was male, the variable male took the value of 1. When a campaign was
presented by an organization, and gender could not be identified, we regarded the
gender as unidentified and assigned the value of 0 to both female and male variables.
Third, regarding the campaign founder’s affiliation, previous studies found that success
was easier to achieve when the affiliated organization had a rich social network
(Belleflamme et al., 2014; Mollick, 2014). We controlled for campaigns run by
educational institutions (educational institution) and non-profit organizations (NPOs),
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as both organizational types had credibility in carrying out social activities. Fourth,
when the target funding amount was large, it was natural for success to be difficulg;
therefore, we decided to introduce the funding amount as a control variable (zarger
amount). Fifth, regarding campaign duration, we assumed that the longer the funding
period, the more likely the campaign would be funded (Kuppuswamy & Bayus, 2017).
However, if the period was too long, backers and potential investors might lose their
interest. Thus, the length of the campaign (duration) and its square (duration’) were
introduced as control variables. Sixth, we considered that it would be difficult to invest
in a campaign if the course price was too large; therefore, we introduced a median
value (investment course price) of each campaign.

Finally, when the topics were dispersed among various categories, the focus of the
project was difficult to understand (Sitruk ez al., 2020). Thus, the square sum of topic
probabilities was introduced by calculating the degree of concentration on a topic
(topic concentration).

The descriptive statistics of these dependent and control variables are shown in
Table 9.3, and the correlation matrix of all variables is displayed in Table 9.4.

Table 9.3: Descriptive Statistics for Dependent and Control Variables

Mean Median SD Mux Min
Cumpaign success 1: success = 1282; 0: failure = 1014
Money invested 985410 530000 1972196 | 56500000 0
#Q‘f&flf!ﬁfﬂ 68 40 107 1876 0
# of images 14 12 7 70 4
Gender 1: female = 657; 0: male = 1237; unidentified = 402
NPO 1: yes = 431; 0: no = 1865
Educational institute 1: yes = 88; 0: no = 2208
Target amount 1111065 750000 1889686 | 50000000 10000
Duration 44 41 18 92 1
Topic concentration 0.241 0.219 0.098 0.862 0.085
Investment price 22948 20000 28966 700000 1000

Note: SD = Standard deviation; # = 2.296
Source: Authors.
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Measuring Empathy with Issues
Step 2-1: Questionnaire Survey

In the second step of our study, we measured the degree of empathy with issues
addressed in the campaign. We conducted a questionnaire survey online from
Seprember 9-18, 2020. Because the demography of Readyfor backers is mainly 20—40
years-old people who were interested in social issues, we targeted a similar demography
in this survey. We received a wotal ol 121 responses: 08 students [rom [ive universities
participated in a social problem-solving program; nine employees atone company
p‘drl.ic.;ipalcd in the same program; and 44 business persons in an online community of
people with an interest in social issues. The overview of the sample is shown in Table
9.5. Because perceptions of what is prosocial are dependent on the cultural context
(Barkow et al., 1995; Hofstede ez al., 2010), we choose Japanese people as the sample
in this study.

Table 9.5: Overview of the Sample in the Questionnaire Survey

Affiliation Gender Age
Univ B, Tokyo 13 Male 84 20-29 74
Univ A, Osaka 12 Female 37 30-39 9
Univ C, Aichi 10 40—49 21
Univ D, Chiba 14 50-59 11
Univ E, Kanagawa 19 60— 6
Company F, Tokyo 5,
Tokyo, Osaka, Aichi Osaka 2,
Aichi 2
Online community about 44
social act
Note: n=121

Source: Authors.

The students and employees who participated in the program were not lectured
on social issues in advance, and there was no risk of bias due to prior information.
Nevertheless, concerns about sampling bias remained in each subgroup. We compared
the values of the subsamples and found that they were consistent. We considered that
the dara had a low risk of sampling bias, and they represented the thoughts and feeling
of people interested in social issues in Japan.
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In the questionnaire, we included word lists consisting of 23 topics and their titles,
as shown in Table 9.2, and we asked three questions regarding empathy with each of
the 23 topics, except “Payment.” The first question, “T'o what extent do you think
projects dealing with this issue met profit goals?” was adapted from the project
profitability scale (Griffin & Page, 1996). This scale was used to measure perceived
profitability, the degree of self-interest motivation evoked by the topic. The second
question, “How much do you feel warmth, kindness, compassion, and tenderness for
this issue?” was adapted (rom Nelson and Baumgarie’s (2004) scale. This scale was
used to measure emotional empathy. Third, we asked, “How much do you think the
target’s distress was a result of the unpleasantness or difficulty of the situation?” which
was also adapted from Nelson and Baumgarte’s (2004) and used to measure cognitive
empathy. Although Nelson and Baumgarte’s (2004) original scale included multiple
items, we chose one item from each scale to fit the context and to reduce the effort of
respondents answering multiple questions for each of the 23 topics. We followed the
translation-back translation procedure to check the accuracy of the translation of the
original English-language items into Japanese. All questions were answered on a 5-
point Likert scale ranging from 1 (not at all) to 5 (completely). We used the average
value of 121 respondents for each question.

Step 2-2: Analysis of the Relationship between Empathy with Issues
and z‘]aeirfm_pact on Fundin_g Success

In last step of our analysis, we compared the impact on the probability of success of
issucs from the campaign text data obtained in Step 1 with the scores of empathy with
issues obtained from the questionnaire survey in Step 2. We conducted a correlation
analysis of the degree of improvement in the probability of campaign success, the
coeflicients obtained from regression, the degree of empathy, and that of self-interest
motivation. Based on this analysis, we tested our hypothesis that cognitive empathy
with the issue enhances tie probability of the campaign’s success.

RESULTS

In the first step of our analysis, we analyzed the types of issues that would improve
the probability of campaign success. The results of our logistic regression analysis are
shown in Table 9.6. Because introducing all 24 topic probabilities would have resulted
in a series correlation among all topics within the regression model, we removed the
topic, “new product”, from the independent variables. This topic had the largest
negative effect on the results. By removing it, the value of the coefficient of cach topic
probability shown in Table 9.6 meant the statistical difference from the coefficient of
the topic new product.
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Table 9.6: Results of the Logistic Regression Analyses

Model 1 Model 2
Dependent Variable Campaign Success Campaign Success
Method Logistic Regression Logistic Regression
Intercept —1.63 (0.28)*** —3.25 (0.53)***

Independent variable

Nature 3.15 (0.68)***
Medical 3.05 (0.65)***
Disaster 2.70 (0.87)*
Tradition 2.70 (1.10)*

Competition 2.33 (1.08)*

Music 2.21 (0.53)***
Regional 2.17 (0.74)**

Darnce and act

2.09 (0.66)**

Sports 2.04 (0.68)**
Art 1.97 (1.16)+
Animal 1.94 (0.67)**
Agriculture 1.93 (0.54)***
Poverty 1.75 (0.66)**
Childeare 1.61 (0.57)**
Education 1.55 (0.56)**
International affair 1.51 (0.74)*
Food 1.46 (0.68)*
Drink 0.82 (1.08)
Beauty 0.63 (0.86)
Website 0.57 (0.60)
We[ﬁm 0.41 (0.63)
Pictures 0.13 (1.12)

Control variable

Payment

3.54 (0.91)***

# of images

0.06 (0.00)***

0.06 (0.00)***
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Model 1 Model 2

Female 0.36 (0.09)*** 0.34 (0.10)**
Male -0.07 (0.11) —-0.09 (0.11)
NPO 0.60 (0.11)*** 0.44 (0.12)***
Fducational institute 1.56 (0.30)*** 1.17 (0.32)%**
Target amount —0.07 (0.02)* —0.09 (0.03)**
Duration 0.377 (0.10)*** 0.35 (0.11)**
Duration” —0.03 (0.01)*** —0.03 (0.01)**
Topic concentration 0.21 (0.44) 0.43 (0.51)
Investment price 0.00 (0.00) 0.00 (0.00)
Model statistics
AIC 2990 2947
McFadden’s R’ 0.05 0.09

Note: n = 2,296,
+p. < 0.1, " p. < 0.05, ** p. <0.01, *** p. <0.001.
Source: Authors.

The results showed that the probability of campaign success varied, depending on
the issues they addressed. The introduction of topic composition probability improved
the explanatory power of the model (R’ = 0.05 in Model 1, and R* = 0.09 in Model 2).
Two-thirds of the 23 types of topic composition probabilities showed statistically
significant positive coefficients. The differences in their values ranged from 1.46 to

3.15. Thus, H, is supported.

The following summarizes the results of the control variables. The description of
payment improved campaign success. The variable # of images showed a positive ellect
on cammpaign success. Founders” chiaracieristics such as female, NPO, and educational
institute had a positive influence on campaign success. These results are consistent
with those of previous studies (Belleflamme ez @/, 2014; Mollick, 2014). Regarding
duration, we found an inverse-U-shaped relationship with campaign success. Based
on these results, success probability was the highest with a duration of 58 days.

In the second step of our analysis, we compared the coefficients of topic
composition probabilities obtained from the above regression analysis with the extent
of empathy the respondents felt for those topics. Table 9.7 shows the values of
self-interest motive (pemez’vea’ pmﬁméﬁé@), emotional empﬂthy, and cognitive emp&zﬁ'?y
obrained from the questionnaire survey, as well as the coefficients obrained in the
regression analysis.
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Table 9.7: Results of Questionnaire Survey in Step 2 and the Coefficients obtained in Step 1

T Per‘ca'w.fc?‘ Emotional Cognitive Cocfficients
Profitability Empathy Empathy at Step 1

Nature 297 3.62 3.72 3.15%
Medical 3.57 3.97 4.22 3.05%**
Disaster 3.02 4.03 4.40 2.70%*
Tradition 2.93 3.77 3.30 2.70*
Competition 3.33 3.33 3.10 2.33*
Music 3.45 4.02 3.38 2214
Regional 3.58 3.86 3.37 2.17%*
Dance and act 3.13 3.45 3.04 2.09**
Sports 3.04 3.50 3.34 2.04**
Art 3.12 3.73 3.30 1.97*
Animal 3.01 4.12 3.82 1.94**
Agriculture 3.32 4.09 3.70 1.93%*
Poverty 3.06 4.07 4.13 1.75%*
Childcare 3.19 4.37 3.64 1.61**
Education 3.16 3.64 3.34 1.55%*
International affairs 3.26 3.40 3.15 1.51*
Food 3.36 3.84 3.25 1.46*
Drink 3.64 3.50 3.12 0.82
Beauty 3.58 3.28 2.68 0.63
Website 3.47 2.62 2.83 0.57
Welfare 2.98 4.05 4.20 0.41
Pictures 3.50 3.60 2.90 0.13
New product 3.56 4.07 3.41 0.00

Source: Authors.

Because the three variables obtained from the questionnaire survey were correlated
with each other and could not be fed into the same regression model, correlation
analyses were conducted between each variable, and the coefficients were obtained in
Step 1. The results are shown in Table 9.8, which indicate a negative correlation
between perceived profitability and the coefficient (correlation = —0.42, p = 0.05). That
is, on the Ready for platform, issues associated with profitability did not attract people.



A New Flow of Money Toward Social Issues 119

Instead, people tended to negatively evaluate the commercial nature of the campaign.

Thus, H, is supported.

Table 9.8: Correlation Analysis of Empathy, Perceived Profitability and Coefficients

Perceived Emotional Cognitive

Profitability Empathy Empathy
Correlation —0.42 0.22 0.41
p-value 0.05 0.30 0.05

Source: Authors.

As shown in Table 9.8, a weak positive correlation was found between emotional
empathy and the cocfficient that indicates the impact of issues on fundraising success
(correlation = 0.22, p = 0.30). Thus, emotional empathy and impactful issues were not
associated. Thus, H; is supported. In contrast, Table 9.8 also shows a positive
correlation between cognitive empathy and the coefficient indicating the impact of issue
(correlation = 0.41, p = 0.05). These results suggest that people are not likely to
invest in a social issue for which they have warm, kind, and compassionate emotions.
They are more likely to invest in an issue if they think that the target of the issue has a
reason to be supported. Thus, H; is supported.

DISCUSSION

Theoretical Implications

The results of our study contribute to the literature on crowdfunding. First, this scudy
clarified that the issues a campaign addresses matters in crowdfunding. Although
previous studies verified that the categorization provided by the platform influences
funding success (Moss et al., 2018; Sitruk et al., 2020), it is selected by the campaign
presenter and does not match the content of the campaign. This study used LDA topic
modeling to quantify campaign content as the sum of compositional probabilities
found that the odds ratio of success to failure varied depending on these probabilities.
This study contributes to the crowdfunding research by reexamining the influence of
issues of campaigns using a more rigorous method compared with those used by
previous studies.

Second, and more importantly, we found evidence that the theory of empathy
predicts people’s decisions to invest in issues. On prosocial crowdfunding platforms,
people do not invest based on self-interest but on altruism. Of the two types of
empathy, this study revealed that cognitive empathy led to prosocial investment, while
emotional empathy did not. These results are consistent with the theory of empathy
and with previous experiments that were designed in line with that theory (Artinger
et al., 2014; Li ef 4l., 2019).
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Third, this study provides an explanation for the mixed outcomes of previous
crowdfunding studies. In previous studies, it was pointed out that in prosocial
crowdfunding campaigns, altruism was the foundation of backers’ investment (Allison
et al., 2015; Belleflamme et al., 2014; Cholakova & Clarysse, 2015). However, some
studies have shown that narratives and rhetorical appeals to hardship and emotional
pain were less likely to receive funding (Moss ez al., 2015; Naimi ez al., 2020). In
contrast, some studies also indicared that explaining a campaign’s prosocial orientation
was an effective way to obtain prosocial investment (Berns er a/., 2020; Parhankangas
& Renko, 2017). Although these results seem to conflict, the concepts of emotional
and cognitive empathy used in the present study provided consistency. Appeals to
emotional empathy are not effective in motivating backers, but offering logical reasons
why the target of the issue should be helped, which is associated with cognitive
empathy, is effective in prosocial crowdfunding campaigns.

As an additional contribution, this study provides evidence obtained from
crowdfunding in Asia. Much research on crowdfunding has been conducted on
Kickstarter and Kiva in the US (e.g., Mollick, 2014), while some studies have reported
crowdfunding in the Netherlands and Australia (Ahlers e al., 2015; Cholakova &
Clarysse, 2015). However, few studies have analyzed crowdfunding in Asia. Our
study revealed the current landscape of crowdlunding in Japan and showed evidence
of different contexts from existing studies, which provides some insights; on one
hand, we confirmed previous findings regarding the advantage of having a female
founder, being an NPO, and utilizing many images. These results are consistent with
previous studies, which suggests that prosocial crowdfunding has a common
foundation across countries. On the other hand, we need to consider national
differences in looking into the types of prosocial campaigns that are likely to evoke
empathy. For example, in this study, the issue related to “Disaster” ranked high, both
in the value of cognitive empathy and the coefficient for funding success. This result
reflects the current Japanese situation in which people experience repeated natural
disasters alter 2011. Such national comtexts should be inuoduced w0 activate
international comparisons of crowdfunding.

Lastly, this study contributes to the literature on the empathy-altruism hypothesis.
Previous studies on the empathy-altruism hypothesis have discussed whether
emortional empathy or cognitive empathy is more strongly linked to prosocial behaviors
(Artinger et al., 2014; Klimecki et al., 20165 Li et al., 2019). While previous rescarch
has focused on economic games played in laboratory experiments, this study observed
the cffects of empathy on prosocial behavior in the context of actual investments in
crowdfunding. Thus, the study offers evidence that cognitive empathy is a primary
antecedent to people’s prosocial investment behavior.
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Practical Implications

This study highlights issues that are likely to be supported in crowdfunding campaigns,
which can be an effective way of raising capital for entrepreneurs. Moreover, if a
campaign is related to a topic that is difficult to empathize with, the likelihood of
success could be increased if the campaign were designed to support an issue that is
likely to be supported. For example, although campaigns related to beauty tend to be
less supported, their success rate may increase if the campaign is aimed at people with
disabilities or disaster victims. Thus, this study provides evidence for the keys to
SuCCEss 1 c.;l'uwdfuudiug campaigns, which may have the negadve ellect of allowing
campaign founders to exploit prosocial orientations for financial gain.

Nevertheless, if the results of our study are utilized ethically, they may help allocate
resources to new business ventures that are socially beneficial. Turther rescarch on
effective alternative funding could result in the allocation of more social resources to
businesses that cannot be funded through conventional financing pathways, which
would ultimately result in an increase in social welfare.

CONCLUSION AND FUTURE DIRECTIONS

This study attempts to elucidate the effects of a prosocial orientation on investments
i[l c[ll[‘cpfc[lcuf]‘.al buﬁillcsﬁcﬁ Lll[‘ngll C[‘UWd[‘u[ldillg })l‘deUI‘IIl:S. By lJ.l'aWiIlg Il LIJ.C
theory of empathy in social psychology, the research focused on social issues that
campaigns addressed, rather than the rhetoric and narratives used in campaigns. The
study applied a topic modelling method to identify types of social issues expressed in
campaign documents. A questionnaire survey method was used to measure the degree
of empathic feeling about social issues. The results revealed that campaigns that
addressed social issues that evoked people’s cognitive empathy were more likely to be
supported.

The present study has the following limitations. First, we did not directly observe
the psychological processes of investors who were attracted to a prosocial orientation.
Previous social-psychology studies have specified a general psychological process model
related to empathy and altruistic behavior (Batson, 2012; Cialdini e /., 1997).
‘Whether that model is applicable to the crowdfunding context or whether there are
differences in the psychological processes involved in crowdfunding could not be
addressed in this study. In future research, we will examine the psychological process
model of investment behavior in crowdfunding using other methods such as laboratory
experiments.

Second, we did not analyze the influence of national culture. By its definition,
cognitive c1npathy reflects the culture in which an individual was born and raised.

The results of this analysis might be affected by the cultures of Japan or East Asia. It
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is possible that in Europe and the US, social welfare is highly developed, and empathy
for children, the sick, and people with disabilities is a social norm. Previous studies
have suggested that emotional empathy is a strong determinant of prosocial behavior in
Western countries (e.g., Gummerum & Hanoch, 2012; Klimecki ez al., 2016).
However, prosocial investment might be triggered by emotional empathy in difterent
contexts. Regarding cultural influences, this study provided evidence that cognitive
empathy determines investment in a Japanese prosocial crowdfunding platform.
Further international comparisons would shed light on the generalizability of the
findings of the present study.
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