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Abstract: The challenge of accessing finance by entrepreneurs from traditional financial sources is
pervasive. The COVID-19 pandemic further exacerbated the problem of limited access to finance
from banks. Against this backdrop, the objective of the study was to determine the factors driving
crowdfunding success during the COVID-19 pandemic in Africa. The ordinary least squares (OLS)
and probit regression models were estimated to analyse 216 crowdfunding projects in Africa. The
results of the study documented that targeted amount (TA), and COVID-19 pandemic were negative
and significant drivers of crowdfunding success. Furthermore, comments (CMM) and duration
(DRN) were negative and significantly affected crowdfunding success. Conversely, images (IM),
videos (VD), backers (BCK), and updates (UPD) were positive and significantly affected
crowdfunding success. The study contributes to the body knowledge by investigating the drivers
of crowdfunding success during the COVID-19 pandemic period which hitherto had not been
researched on extenisvely.
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1. Introduction

It is difficult to realise a creative dream without any financial support or access to finance. To
overcome this problem an alternative form of financing, namely crowdfunding, has emerged. The
COVID-19 pandemic has triggered several reactionary measures to the financing of entrepreneurship
endeavours, worldwide (Leong, Tan, Tan, and Faisal, 2020). An increase in the restrictions to access
finance due to the unavailability of finance is a growing concern for new SMEs and entrepreneurs after
the global financial crisis. The current health crisis, namely COVID-19 has exacerbated access to finance
for entrepreneurs. The work of social entrepreneurs is vital during the COVID-19 pandemic, as they
can reach those who are unaccountable to the market and governments (World Economic Forum, 2020).
Crowdfunding refers to financial contributions made by a group of people, known as backers, to a
crowdfunding platform using the Internet, without a standardised financial intermediary (Presenza,
Abbate, Cesaroni, and Appio, 2019). The digital evolution and innovation in crowdfunding have
emerged as an alternative access to finance for entrepreneurs which has dramatically grown in recent
times (Shneor and Vik, 2019).

The World Bank estimate the growth of crowdfunding volume to become $300 by the year 2025
(Short, Ketchen, McKenny, Allison and Ireland, 2017). In sub-Saharan Africa, the crowdfunding market
volume is estimated to be at $2.5 billion by the year 2025 (World Bank, 2013). Therefore, the
crowdfunding platform on the African continent has increased from 100 to 1660 in the year 2020
(Adhikary, Katsuna and Hoda, 2018). Crowdfunding has increased in growth and popularity and has
contributed to the disintermediation of finance. This has contributed to access to finance.
Crowdfunding is an alternative source of finance that could provide a supportable solution to
addressing the lack of access to finance that has been experienced in recent times (Lurchenko, Pretty
and Block, 2022). Therefore, investors or backers make decisions based on the information provided on
the crowdfunding platform and the language of expectation (Eldridge, Nisar and Torchia, 2021).
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The ongoing COVID-19 pandemic has influenced the emergence of an alternative solution to
gaining access to finance, namely crowdfunding. This involves an internet-based platform and many
people, who are willing to contribute, to raise capital for a project, openly and transparently. The role
of entrepreneurs and SMEs in fostering economic growth in economies through job creation is well
documented in several studies (Nyberg and Aberg, 2017). An additional number of studies has
advanced ‘access to finance from traditional sources of finance as the major impediment to the
development of this sector. With the rapid advancement in technology, investors have also allocated
more risk capital to digital equity crowdfunding sites (Brown, Mawson, Rowe and Mason, 2018).
Because of the integration and development of the Internet and financial technology, Internet finance
has gradually become an important focus for promoting the development of inclusive finance and
venture capital financing (Leong, Tan, Tan, and Faisal, 2022).

The sustainability of entrepreneurs is considered to be a major engine of economic growth and
development mainly because it creates jobs and innovation (Mamaro and Sibindi, 2022). This has
directed African governments to encourage the establishment of small- and medium-sized enterprises
across the continent. Nowadays, small- and medium-sized enterprises are the main job creation drivers
on the continent (Adjakou, 2021). Governments around the world pay special attention to removing
barriers to entrepreneurial initiatives, to support development, through various policies, especially
corporate finance (Ngo and Nguyen, 2022). One consideration to address this is through crowdfunding,
which has the potential to advance poverty alleviation in Africa and on many other continents, in a
variety of ways, from efficiently rallying and channelling savings to growing businesses in key
industrial sectors and, thereby reducing the vulnerability of some of the poorest people, by bringing
people together, namely, those with funding needs and those with savings to invest or donate (Hiller,
2017).

Despite the growth of crowdfunding in Africa, the research on this trend that has been conducted
on the African continent is still in the infancy stage. Several studies conducted on the signal factors that
affect the success of crowdfunding projects on the African continent have not been investigated further
(for review Wachira, 2021; Hiller, 2017; Berndt, 2016; Gajda and Walton, 2013). In developed countries,
studies mainly focus on identifying factors of success, using a single crowdfunding platform, such as
Kickstarter and Indiegogo and variables such as project description, backers' geographical location,
social network, information disclosure, e-WOM, (Kuppuswamy and Bayus 2018; Bi, Liu and Usman,
2017; Presenza et al., 2019). Despite, the potential of crowdfunding in the African continent to finance
entrepreneurs and SMEs on the African continent, these studies were limited to descriptive and
conceptual (Berndt 2016; Olafusi, Ishola, Abimbola and Idowu, 2022). However, the drivers of
successful performance during the COVID-19 pandemic remain unanswered and, more importantly,
existing studies generally use crowdfunding projects from a single platform or model these dynamic
influences of different signals on crowdfunding success.

Against this backdrop the present inquiry was predicated on the following aim:

To determine the factors influencing the crowdfunding performance in Africa during the COVID-19 pandemic.

The study identifies drivers of crowdfunding success during the COVID-19 pandemic and
addresses the directional causal relationship between these variables to explore related managerial and
practical implications. In addition, it aims to contribute to the advancement of signalling theory, by
identifying factors which signal crowdfunding success on the African continent.

This rest of the paper is organised as follows; section 2 focuses on the literature review and
hypothesis development, followed by the research method in Section 3. The research Discussion and
implication of the study are presented in section 4, followed by the conclusion and the direction of the
future research, in section 5.

2. Literature Review and Hypotheses Development

The signalling theory was first investigated in the context of job and product markets. This
theory has been advanced by Spence (1973), which provides a signal balance which distinguishes
which signal information concerning the quality of the capital market. The theory is supported by
(Mavlanova, Benbunan-Fich, and Koufaris, 2012; and Akintoye and Niyonzima, 2018). According to
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Ahlers, Cumming and Gunther (2015) that transparent communication between crowdfunding
stakeholders assists in overcoming the problem of information asymmetry. Hence, this theory is
adaptable to crowdfunding by identifying the variables which signal the success and quality of the
crowdfunding project.

Based on social theory, backers and the public, in general, accept recommendations made by
experienced fundraisers (Tajvarpour and Pujari, 2022). Furthermore, the usage of private and public
network signal digital reputation and the collaboration between backers and entrepreneurs resulting
in the crowdfunding success performance (Miglo and Miglo, 2019). Social network usage reflects the
project's trustworthiness, professionalism, persuasiveness and enhances trust and increases public
participation (Massa, Saluzzo and Alegre, 2021). Consequently, crowdfunding is characterized by
many backers who fail to take decisions on whether the project is worth their contribution, resulting
in high information costs (Junge, Laursen and Nielsen, 2022). The crowdfunding platform and the
use of the Internet have significantly reduced transaction costs, the cost of fraud and the impact of
information asymmetry (Thies, Huber, Bock, Benlian, and Kraus, 2019).

According to Weiner (1985), people search for the causes of successful and unsuccessful events
or circumstances based on the characteristics of locus (internal vs. external), stability (stable vs.
unstable), and controllability (controllable vs. uncontrolled). In the context of entrepreneurship,
blame external attribution that are beyond of individual such as inflation, financial crisis whereas
internal attribution controllable factors such as management style and leadership (Lee and Chiravuri,
2018). Therefore, in the context of crowdfunding the success attribution are relatively internal and
external. The entrepreneur internally creates crowdfunding project with factors that lead to success
while externally need to investigate what is behind the motivation of backers to support
crowdfunding campaign. Attribution theory posit that internal factors lead to success and external
factors lead to failed (Kelley and Michela, 1980).

Goal-setting theory argues that the effectiveness of the targeted amount and deadlines are
related to crowdfunding success (Lunenburg, 2011). The theory posit that it is very important for
entrepreneur or project creator to provide a reasonable targeted amount that attracts backers to
contribute. Targeted amount or fundraising goal need to be realistic, and achievable amount. The
crowdfunding project which set a lower targeted amount seems to be successful rather than projects
which larger and unrealistic targeted amount (Mollick, 2014). The usage of goal setting theory may
assist entrepreneurs to maintain focus and dedication for their project which ultimately lead to a
successful crowdfunding campaign. Therefore, presentation of video and images are behind the
motivation to backers to support the crowdfunding campaign.

Figure 1 below presents the relationship between independent variables and the theories
applicable to the study.
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Figure 1. The theoretical framework
Source: Authors’ own compilation

There are two types of crowdfunding, firstly, one that includes an investment model, namely
lending and equity-based crowdfunding, and secondly, a non-investment model, which includes the
reward and donation-based model. Please see the Table 1 below.

Table 1. Table Advantages of crowdfunding.

Investment models:

Lending-based crowdfunding
e  Access finance with a need to pay
interest or return on investment
e Time and cost-effective for finding
suitable investors
e Friends and family play a key role in
the early stages of fundraising
Equity-based crowdfunding
e The lack of strict reporting and
accounting
e Contribution in exchange of shares,
bonds and ownership
e Backers can track crowdfunding

progress

Non-investment models:

Reward-based crowdfunding
e  Raise funds without upfront fees
e  Pre-order for products to be
launched
e  Provide tangible and intangible
support to backers
¢  Financial resources in the form of
a pre-order for products
Donation-based crowdfunding
e Backers contribute without interest
or return on contribution
e No expectations of funds or any
intangible support
e Reduced transaction and

coordination costs

Source: Mamaro and Sibindi (2022).

2.1. Development of the research hypotheses

doi:10.20944/preprints202306.0694.v1
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The hypothesis was developed based on the signal theory and its relationship to the successful
performance of crowdfunding.

Targeted amount on the other hand, if the funding target is not reached, it would mean that the
crowdfunding has failed, and the funds will then be returned to the investors. Hence, the targeted
amount negatively affects crowdfunding success (Mallick, 2014). To achieve the targeted amount, the
project creator needs to seek a reasonable and reliable amount to ensure the success of the project
campaign (Liu, Ben and Zhang, 2022). Several studies confirmed that crowdfunding projects that
higher goal amounts are likely to be unsuccessful (Ahlers, Cumming, Giinther and Schweizer, 2015;
Cha, 2017). Therefore, the lower the amount requested the higher probability of crowdfunding
success which is in line with goal setting theory.

The presentation of comments on the crowdfunding campaign page, made by potential backers
or crowd, and where questions can be asked or clarify on or information concerning the
crowdfunding campaign can be sought from a project creator, are encouraged, as this provides the
opportunity for more information to overcome the misunderstanding (Wang, Li, Liang HG, Ye, and
Ge, 2018). The comments made on the crowdfunding campaign platform can contribute to
eliminating risk concerning information asymmetry between backers and the SME. Hence, constant
communication using comments and updates on the projects may directly influence the backer's
contribution to the crowdfunding project and lead to successful performance (Kunz, Bretschneider,
Erler and Leimeister, 2016). This signals trustworthiness and builds confidence among the crowd or
backers concerning the crowdfunding campaign which leads to success. The project creators need to
post regular updates on the crowdfunding platform and respond when the crowd seek clarity or
more information (Kunz et al, 2016).

Gefen and Straub (2004) showed that the exchange of communication among the crowdfunding
stakeholders through constant updates reduces perceived risk which increases excitement among
backers to support the crowdfunding project campaign. Consequently, constant updates can
contribute to overcoming information asymmetry among the backers (Tian, Guan, and Shi, 2018).

The availability of images and videos on the crowdfunding campaign site signals the quality of
the crowdfunding project, which may lead to successful performance (Jiang, Wang, and Benbasat,
2005). The project creator or entrepreneur presents a video and image which provides information
about the crowdfunding campaign. Additionally, the project creator provides detailed information,
intending to attract the interest of backers in the crowdfunding campaign (Liang, Wu, and Huang,
2019). Therefore, the objective of posting videos and images is to provide reassurance concerning the
authenticity and trustworthiness of the crowdfunding campaign, hence, increasing the probability of
success.

The project duration refers to the time between launching the crowdfunding campaign and its
end (Liu et al., 2022). It normally ranges from 1-40 days; crowdfunding campaigns, which last longer
than 40 days, are not successful (Mollick 2014). Hence, a shorter duration sends a positive signal to
backers and investors and increases backers' certainty concerning the project campaign and
concerning trustworthiness which ultimately increases the success (Lukkarinen, Teich, Wallenius and
Wallenius, 2016; Mollick, 2014).

The presence of the COVID-19 pandemic signals the growth of the crowdfunding market. As
the world grapples with this pandemic, crowdfunding provides a dynamic opportunity to assess
local relief needs and global public responses (Zribi, 2022). The crowdfunding market in Europe has
collected 1.02 billion Euros which represents a 62% growth compared to the year 2019. Conversely,
in the African continent, the COVID-19 pandemic has negatively affected financial markets and loss
of confidence and liquidity constraints (Zeidy, 2020). Therefore, the COVID-19 pandemic increases
the usage of crowdfunding especially for non-profit organisations such as a donation-based model
(Santos and Laureano, 2022). However, the COVID-19 pandemic signifies a negative impact on
crowdfunding success. From the above foregoing the following hypotheses are formulated:

Hypothesis 1: The targeted amount contributes to the success of a crowdfunding project.

Hypothesis 2: The number of backers of crowdfunding projects increases the probability of
success
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Hypothesis 3: The presence of comments on the crowdfunding campaign site increases the
success

Hypothesis 4: The availability of images on the crowdfunding campaign site increases the
probability of success

Hypothesis 5: The presence of videos on the crowdfunding site, increases the probability of
success

Hypothesis 6: The longer the duration of the crowdfunding campaign the lower the probability
of success

Hypothesis 7: The COVID-19 pandemic negatively influences the probability of success

3. Research methodology

The non-probability sampling method was applied in the study, specifically convenience
sampling consisting of 216 crowdfunding projects in the year 2020 during the hard lockdown on the
African continent. Specifically, secondary data consist of crowdfunding projects from 36 African
countries. The reward-based crowdfunding projects in Africa collected from The Crowd Data Center
were the main source.

The study applied two estimation methods namely, ordinary least square (OLS) and probit
model both used success as dependent variable measured by a binary of 1 if the project was
successful, and 0 if the project failed. In this study, the study applied two methods of estimation to
calculate our equations namely, OLS and probit model. The Table 2 below describes the variables
adopted and its measurement.

Table 2. Description of variables and measurement.

Crowdfunding success The binary variable of 1, if the

If the targeted amount

doi:10.20944/preprints202306.0694.v1

(SP) Dependent . targeted amount is obtained, and 0
. is reached .
variable otherwise
Th ber of days f
Duration (DRN) ¢ numberot aays for a8 rransformed as log
campaign to raise funds
The existence of The binary variable of 1, if there are
Comments (CMM) comments comments on the project's pitch and

Targeted amount (TA)

COVID-19 pandemic

Backers (BCK)

Video (VD)

Images (IM)

in campaign

The amount requested
by the fund seeker or
entrepreneur

The existence of
crowdfunding projects
during the COVID-19
pandemic

The number of
supporters who
contributed to the
project

The existence of a video
in campaign

The existence of images
or visuals on the project
campaign website

0 otherwise

Transformed as log

A dummy variable of 1 if the project
pitched during the COVID-19
period and 0 otherwise

Transformed as log

Dummy variable of 1, if the video is
available on the website and 0
otherwise

Dummy variable of 1, if the video is
available on the website and 0
otherwise

For the first equation used an ordinary least square (OLS) estimation where our dependent
variable is success. ¢ is the error term which follow identical independent distribution and follow
normal distribution.
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This is the first equation where ordinary least square (OLS) is used in model 1

OLS (Success ) = By + ByIM + B,CMM + B5VD + B,DRN + BsBCK + B,UPD + B,TA

1
+ BsCOVID — 19 + ¢ @

For our second equation utilized probit model estimation. The reason of using probit model is
as our dependent variable is binary in nature of 1,0 outcome. It is estimated using maximum
likelihood estimation method (Wooldridge, 2019) where the model takes the form as follows:

This is the second equation where probit regression model 2 is applied:

Probit (success) = By + B1IM + B,CMM + B3VD + B,DRN + BsTA + BsUPD + @)
B,BCK + BgCOVID — 19+¢

This quantitative and cross-country study in the African continent from a period from January 2020
to December 2020. The secondary data gathered from the following countries are specified in the
table below.

4. Empirical Results and Discussion of Findings

The previous section discussed the research methodology applicable to this study. Hence, this
section presents descriptive, correlation analysis and the regression analysis respectively. Detailed
empirical results are being discussed the research objective.

The crowdfunding projects dominance in each country. South Africa is leading with 44 projects,
followed by Egypt 27, Nigeria 22, Uganda 22, Kenya 15 and Ghana 10 respectively. Other countries
account less than 10 crowdfunding projects. Theses countries are as follows; namely, Angola [AO],
Central African Republic [CF], Cote d'Ivoire [CI], Cameroon [CM], Cape Verde [CV], Algeria [DZ],
Egypt [EG], Ethiopia [ET], Ghana [GH], Heard and Mc Donald Islands [GM], Guinea [GN], Kenya
[KE], Liberia [LR], Lesotho [LS], Libyan Arab Jamahiriya [LY], Morocco [MA], Madagascar [MG],
Mali [ML], Mauritania [MR], Mauritius [MU], Malawi [MW], Mozambique [MZ], Namibia [NA],
Nigeria [NG], Reunion [RE], Rwanda [RW], Senegal [SN], Somalia [SO], Swaziland [SZ], Togo [TG],
Tunisia [TN], Tanzania, United Republic of [TZ], Uganda [UG], South Africa [ZA], Zambia [ZM],
Zimbabwe [ZW].
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Figure 1. The theoretical framework.


https://doi.org/10.20944/preprints202306.0694.v1

Preprints (www.preprints.org) | NOT PEER-REVIEWED | Posted: 9 June 2023

doi:10.20944/preprints202306.0694.v1

Number of crowdfunding projects

250
216
200 183

150

100

Number of project

50 33

. ]

successful Failed projects Total

crowdfunding projects

Figure 2. Successful and failed crowdfunding campaigns.
Figure 2 above indicate the successful and unsuccessful crowdfunding project in the African

continent. The results implied that crowdfunding projects in Africa are being characterised by a lower
success rate.

Table 3. Descriptive statistics.

SP BCK DRN CMM IM TA UPD VD COVID-19
Mean 0.153 1.384 3.622 6.651 0.758 9.293 1.586 0.553 0.730
Median 0.000 0.693 3.714 0.000 1.000 9.210 0.000 1.000 1.000
Maximum 1.000 7.799 4.205 781.00 1.000 15944 41.00 1.000 1.000
Minimum 0.000 0.000 1.099 0.000 0.000 5.886 0.000 0.000 0.000
Std. Dev. 0361 1.777 0.541 56.347 0429 1.796 4.859 0.498 0.445
Observations 215 215 215 215 215 215 215 215 215

Source: Eviews.

The descriptive statistics, in Table 3, shows a mean value of around 1,384 backers, 3,622 duration,
6,652 comments, 0,758 images, 9,293 targeted amount, 1,586 updates and 0,55 video generally
supports crowdfunding campaigns.

Table 4. Correlation matrix.

SP IM CMM VD DRN BCK UPD TA COVID_19

sp 1.000

IM 0.150**  1.000

CMM [0.266*** 0.017 1.000

VD 0.149** 0.170** 0.092 1.000

DRN  |-0.194***  0.072 -0.080 0.055 1.000

BCK 0.416*** -0.0520.624*** 0.158**-0.148** 1.000

UPD 0.491%%*  0.120*0.425**  0.066-0.141**0.382***  1.000

TA -0.188*%%0.005452  0.0260.235**0.343***  0.103-0.132** 1.000
COVID_19}0.177%*  0.097 0.012 -0.0400.185*** -0.058 -0.0370.121* 1.000

Source: author's compilation
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In Table 4, a descriptive and correlation analysis of the results is presented that includes the
mean, standard deviation, and correlations between the variables. The correlation coefficients are
between -0,02 and 0,60 which are within the threshold of 0,80 suggested by Wooldridge (2019). It can
be concluded that the correlation among the variables is not far. Therefore, there are no
multicollinearity problems between the variables. Both descriptive and correlation of all variables are
reported in Table. Based on the correlation matrix, a strong correlation is shown among both
independent variables with a threshold of less than 0,80 (Kline and Tamer, 2020).

The present section discusses the empirical results which aimed to respond to research objective
of the study namely, investigate the factors driving crowdfunding success in Africa. The study
conducted OLS and regression analysis to determine the factors driving crowdfunding success.
Below table 5 presents the OLS regression analysis in model 1 and the probit regression analysis in
model 2.

Table 5. The regression analysis results.

Variables Model 1 Model 2

Success (OLS) Success (Probit)
M 0.1066** (0.0479)  0.8897 (0. 663)
CMM -0.0004 (0.0004)  0.0889 (0. 0709)
VD 0.0699* (0.0421)  0.0204 (0.444)
DRN -0.0007 (0.0012)  0.0039 (0.013)
BCK 0. 00058** (0.00012) 0.0403*** (0.0084)
UPD 0.0261*** (0.0046)  -0.0255 (0.0436)
TA -0.0343***  (0.01240) -0.6362*** (0.194)
COVID-19 pandemic -0.1008** (0.0458)  -0.6891* (0.386)
C 0.394*** (0.1135)  2.7199** (1.376)
Pseudo R?/R? 0.382 0.696
Number of observations 215 215
DW test 1.967

Notes * p <0.1, ** p <0.05, ** p <0.01
Source: Author’s compilation

The Table 5 above present both OLS and probit results. The fitness of the models was validated
by the R-squared and Durbin Watson test of 38% and the pseudo-R-squared of 70% respectively; 1,9
respectively. Table 5 offers proof of the fitness of the model and, as a result, it supports the
dependence of data of the model probit and OLS. Table 5, above, shows that, regarding model 1,
comments and duration are negatively associated with crowdfunding success but not significant (3=-
0.0004 and -0.0007 respectively in model 1). Therefore, results imply that comments made on the
crowdfunding campaign page as well as longer durations do not increase the probability of success.
The results suggest comments and duration have a negative effect on crowdfunding success. The
findings are in line with studies by Aleksina, Akulenka and Lubloy (2019); Dikaputra, Sulung and
Kot (2019); Prasobpiboon, Ratanabanchuen and Chandrachai (2021) as well as Gangi and Daniele
(2017). Hence, the comments and duration on the crowdfunding platform may signal an unsuccessful
campaign project. In contrast, Alazazi, Wang and Allan (2020), Ho, Chiu, Mansumitrchai, Yuan, Zhao
and Zou (2021); Dikaputra et al (2019) found a positive relationship between comments and duration
on crowdfunding success. Therefore, according to the findings of this study, the use usage of long
duration and comments on the crowdfunding website is discouraged, as it negatively impacts
crowdfunding performance.

Whereas the targeted amount and COVID-19 pandemic are negative and significantly associated
with crowdfunding success ([3=-0.0343; p>0,01 and -0.1008; p>0,05 respectively in model 1). Findings
suggest that the targeted amount and the COVID-19 pandemic strongly decrease the potential of

doi:10.20944/preprints202306.0694.v1
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crowdfunding success. Targeted amounts and the COVID-19 pandemic signal a negative influence
on crowdfunding performance, according to Ayturk, Ekici, Sirma and Icke, (2022), Schraven (2022),
Petitjean (2018), and Song, Berger, Yosipof, and Barnes (2019), and Wang, Li, Liang, Ye and Ge (2018).
Therefore, it is important to set a realistic targeted amount, which is in line with signalling theory. In
contrast, Alazazi et al (2020) found a positive relationship between the targeted amount and
crowdfunding success performance. The higher the targeted amount pledged or requested on the
crowdfunding campaign platform, the higher the likelihood of the failure of the crowdfunding
campaign (Wachira, 2021, Aleksina et al., 2019, Shneor, Mrzygltdéd, Adamska-Mieruszewska and
Fornalska-Skurczyniska, 2021). The findings of the study remain inconclusive; hence this study adds
to the existing literature.

Conversely, the presence of the image, video, backers and updates positively and significantly
affect the crowdfunding success ($=0,1066 p<0,05; 0.0699 p<0,10; 0. 00,058 <0,01; and 0.0261 p<0,01
respectively in model 1). The presentation of images, videos and updates signals the probability of
success while eliminating the problem of information asymmetry between backers and fund seekers
known as entrepreneurs. Therefore, trustworthiness between crowdfunding stakeholders overcomes
uncertainties about the quality of the campaign thus increasing the probability of success (Zhao, Ma,
Chen, Shang, and Song, 2022). Consequently, potential backers who contribute to investing are
attracted by the presentation of updates, images as well as videos.

Conversely updates, backers positively and significantly influence crowdfunding success
(p=0,010; 0,137 respectively; p<0,05, and p<0,01). The findings of the study are supported by Tian,
Guan, Zhang Shi and Shen (2022); Zribi (2022), de Larrea Altin, and Singh (2019), Tan and Reddy
(2021), and Fontana and Ordonez (2020). Constant updates made on the crowdfunding campaign site
are used as an effective communication tool between backers and entrepreneurs and reduce
information asymmetry. Furthermore, for updates, backers signal the crowdfunding success. In
contrast, Liu, Chen, and Fan (2021); Wang, Li, Liang, Ye and Ge (2017), and Tan and Reddy (2021)
reported a negative relationship between updates and crowdfunding success. Therefore, there is no
universal agreement on the factors that affect crowdfunding success.

The duration of the crowdfunding appeal on the site was positive but insignificantly influenced
the crowdfunding success ((3=0,022). The results are in line with that of Hsieh and Vu (2021), Kedas
and Sarkar (2022), and Calic and Shevchenko (2020). Therefore, the duration is a signal of
crowdfunding success on the African continent. These findings are in contrast to the results by the
Sajedi and Soosaipillai (2021), Alazazi et al (2020), Hsieh and Vu (2021), and Tan and Reddy (2021)
who found that duration had a negative effect on a crowdfunding project to ensure the success of the
campaign. It is advisable for project creators to set up a reasonable time frame for crowdfunding
projects, to ensure the success of the campaign. Most of the variables that impact the crowdfunding
performance have been affected by the COVID-19 pandemic such as comments. However, it is
evident that, during the COVID-19 pandemic, many of the views on the variables that influence
crowdfunding success have changed. The presence of comments, videos and images has assisted in
overcoming information.

Model 2 represents the probit regression results that respond to the research question, outlined
above. The findings revealed that images, comments, videos, and duration were positive drivers but
did not significantly influence the crowdfunding success (=0.8897; 0.0889; 0.0204 and 0.0039
respectively in model 2). Findings implied that both images, comments videos and duration are the
important drivers of crowdfunding success that attract large of backers to contribute to the campaign
platform. The availability of images, videos and updates on the crowdfunding campaign increases
the probability of success whereas the higher number of backers signal the crowdfunding success
due to a high number of backers supporting the campaign. The availability of images, videos,
comments, and updates on the crowdfunding platform overcomes the problems of information
asymmetry and signals the success of performance (DeCrescenzo, Botella-Carrubi, and Garcia, 2021).

The findings are consistent with that of Fourkan (2021), Tafesse (2021), Song et al (2019), Yeh,
Chen and Lee (2019), and Liu, Ben and Zhang (2022). The availability of videos, images, and
comments on the crowdfunding campaign platform, effectively alleviates the existence of
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information asymmetry between the fund seeker and funds providers. Furthermore, they signal the
quality of the crowdfunding project, hence, it is likely to attract a large number of backers. Thus, it
increases the probability of crowdfunding success.

Additionally, backers were found to be positive and significantly affect the crowdfunding
success ([3=0. 0403 p<0,01). Hence, a large number of backers signal the probability of crowdfunding
success performance. In contrast, updates decrease the probability of crowdfunding success but are
not significant (3=-0.0255). surprisingly, the update seems not to affect the crowdfunding success.
Additionally, the targeted amount and the COVID-19 pandemic were negative and significantly
associated with crowdfunding success performance (3=-0.6362 p<0,01; -0.6891 p<0,10). This implies
that the targeted amount and the COVID-19 pandemic do not attract potential backers to invest in a
campaign hence decreasing the probability of success. The results imply that the targeted amount
enhances the backer's contribution, which ultimately increases success. This is in line with the studies
by Alazazi et al (2020). The targeted amount signals crowdfunding success. These findings are
challenged by researchers like Latinovic and Arsic (2019), Troise, Tani and Jones (2020), Liu et al
(2022), and Predkiewicz and Kalinowska-Beszczynska (2020) who found a negative relationship
between the targeted amount and backers’ performance. Therefore, the findings remain inconclusive.
Crowdfunding platforms encourage the project creator to initiate the presence of videos and images,
infographics, and animation (Crosetto, and Regner, 2018).

Among the few studies that have examined the factors influencing crowdfunding campaigns,
the primary attention has been given to equity-based and reward-based crowdfunding campaigns
however, these studies originate from developed countries (Petitjean, 2018; Sajjan and Venkatesha,
2020; Liu, Ben and Zhang, 2022; Smirnova, Platt and Lei, 2019). Hence, the current study contributes
to the gap in knowledge in this regard, in Africa.

The current study has several theoretical and practical implications. Firstly, the study
contributes to the crowdfunding literature by understanding the drivers of crowdfunding success,
which is based on the signalling, and social capital theories. Most former studies have investigated
signalling dynamics, often limited to a single economy or country (Courtney et al. 2017; Usman et al.
2019; Wang et al. 2018). The study sampled crowdfunding projects across African counties for a
period from January 2020 to December 2020. To the best of our knowledge, the current study is one
of the first to investigate the importance of signalling in project success and its role in mitigating the
problem of information asymmetry in the crowdfunding market from the perspective of African
countries.

5. Conclusion

Crowdfunding platforms provide an alternative financial solution to entrepreneurs with a new
innovative and creative ideas to have a direct interaction with potential investor or backers. Through
crowdfunding platform, entrepreneurs are not obligated to acquire collateral or business plan to
access funds. Consequently, the aim of the study was to determine the factors driving crowdfunding
success particularly in the African continent. The study employed postpositivist research worldview
characterised by a deductive strategy owing the developed theories requires testing. The secondary
data collected from multiple reward based crowdfunding platform namely, Kickstarter, Indiegogo
and Fun razed.

From both OLS and probit regression analysis, it is clear that factors driving crowdfunding
success in Africa are not different from developed nations. The ordinary least square revealed that
image, videos, updates, backers are the drivers of crowdfunding success. Therefore, entrepreneurs
can enhance the crowdfunding success by providing more updates, images and videos because
increases backers trust to support the project. The results also showed that comments, duration,
targeted amount and COVID-10 pandemic were negative drivers of crowdfunding success. The
presentation of comments, long duration and higher targeted amount discourages backers to support
the crowdfunding campaign. Lastly, during the COVOD-19 pandemic most backers were not
participating in the crowdfunding campaign hence decreases crowdfunding success.
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Probit regression analysis revealed that images, comments, video and duration are the drivers
of crowdfunding success. The longer duration provides reasonable time frame for to take their time
to support the campaign project and the comments as a constant communication provides trust to
backers. The findings also showed a negative relationship between updates, targeted amount and
COVID-19 pandemic on crowdfunding success. The updates and COVID-19 pandemic decrease the
backer’s participation therefore decreases the crowdfunding success.

The study contributes to lesser known in the literature concerning the factors driving
crowdfunding success in Africa because the concept is still at the infancy stage in the African
continent. Secondly, provides guidelines to project creators on how to create a successful
crowdfunding campaign. Thirdly, it contributes methodologically owing to data collection from
multiple crowdfunding platforms and countries. Lastly, advances the signal theory by identifying
the factors that drives crowdfunding success in Africa.

There is no study without limitations; hence, the current study is limited to the following firstly,
the study consists of crowdfunding projects campaigns on the African continent, secondly, the data
collected was solely based on reward and donation-based crowdfunding models. Lastly, the study is
limited to a quantitative research approach which is characterised by a deductive research strategy.
The findings remain inconclusive in that signalling factors affect crowdfunding success in Africa.
Hence, the findings of the study cannot be generalised to other developed countries, due to
differences in ICT infrastructure, culture, and internet participation, which, ultimately, drives
crowdfunding development and growth.

Therefore, future research may be conducted in developing and developed countries using the
investment-based crowdfunding model. Additionally, future research studies should investigate if
the results of this study are similar or not for different types and models of crowdfunding. Since the
study exclusively explored rewards-based crowdfunding, the findings of the study may not apply to
other different types of crowdfunding, such as equity-based crowdfunding or the lending-based
crowdfunding model. Finally, therefore study suggests that researchers consider these findings as
inspiration to conduct a qualitative study that could benefit the field by providing more in-depth
explanations of the phenomenon and a better understanding of the variables that drive
crowdfunding success.
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