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Business or basic needs? The impact of loan purpose on

social crowdfunding platforms

Abstract

Crowdfunding has created new opportunities for poor microentrepreneurs. One crucial
question is the impact that the purpose of a loan—either business investment or basic
necessities—may have on the success of a campaign. Investigating a prosocial
crowdfunding platform, we find that loans taken out to meet basic needs are funded
faster than business-related loans, especially for small amounts, which can be explained
by the prosocial motivation of microlenders. Moreover, female microborrowers are
funded faster than men, especially for basic needs loans. Our results therefore suggest
an ethical blind spot, since prosocially motivated crowdlenders may unintentionally end
up producing adverse effects, replicating gender role by supporting women to a lesser
extent when they apply for business loans. This finding expands prosocial motivational
theory in ethical finance.

Keywords: crowdfunding, business loans, basic necessities, ethical finance,

microfinance, microlending, gender preference.
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1. Introduction

Microentrepreneurs contribute significantly to economic activities and growth in
developing countries (Khavul et al., 2009; Berns et al., 2020). A crucial issue for these
entrepreneurs is access to finance (Bruton et al., 2015). Being excluded from traditional
sources of funding, they typically borrow from relatives but also rely on local
moneylenders, who can charge usury rates because of their monopoly situation (Collins
et al., 2009). During the 1980s, microlending organizations developed to respond to
this market failure and empower microentrepreneurs in developing countries (Battilana
& Dorado, 2010; Dorfleitner et al., 2019). Nevertheless, many poor microentrepreneurs
still lack access to finance (Demirguc-Kunt et al., 2018). As a result, lending-based
prosocial crowdfunding has grown rapidly, offering the financially marginalized a new
opportunity to obtain funding (Fleming & Sorenson, 2016; Lehner & Harrer, 2019a).
Prosocial crowdfunding has an inherent ethical dimension, since funders do not only
pursue financial outcomes but, rather, social impact. It may thus be considered to be
part of a more global phenomenon of ethical, collective, and sustainable
entrepreneurship. Prosocial crowdfunding platforms, with their clear ethical agenda of
social or environmental value as an ultimate objective, belong to the ethical finance
movement (Scarlata, & Alemany, 2010; Cumming et al., 2016; Montgomery et al.,

2012; Aldohni, 2018).

There is a relative paucity of literature discussing the factors or mechanisms that make
microborrowers’ loan applications attractive on prosocial lending-based crowdfunding
platforms (Galak et al., 2011; Allison et al., 2015; André et al., 2017; Berns et al., 2020).

Early research conceptualized the crowdfunding phenomenon (Hildebrand et al., 2017,
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Afuah & Tucci, 2012), its geographical spread (Agrawal et al., 2011; Guenther et al.,
2018), and related business and intermediation models (Ashta et al., 2015); it also

suggested various crowdfunding models (Belleflamme et al., 2014; Kappel, 2009).

Current literature focuses on the narratives in loan applications made by
microborrowers to crowdlenders (Allison et al., 2013; Allison et al., 2015; Moss et al.,
2015) and the underlying ethical motivations (Berns et al., 2020) or the social proximity
between the two groups (Galak et al., 2011). Nevertheless, we know little about the
importance that lenders place on the purpose of the loan, even though this is a key
element in each application. In their closing remark, McKenny et al. (2017, p. 295)
argued that “future research could examine how the goal set by the entrepreneur and
the current progress toward meeting that goal influences crowdfunding investor
behavior”. We will respond to their call by analyzing the impact of the purpose of a

loan on the success chances of a crowdfunding campaign.

Three main options are available to microborrowers to qualify the type of loan they
apply for on crowdfunding platforms. First, they can select business loans related to an
income-generating activity, thus showing entrepreneurial drive and a desire to grow the
business. Second, they can state that the purpose of the loan is to pay for expenses
related to basic needs, such as health care, child education and house repayments. Loans
for basic necessities are not related to business or income-generating activities and are
thus potentially riskier for lenders (Armendariz & Labie, 2011). Third, loans might be
requested for consumption, i.e. personal purchases such as a private car, or other
purposes that are neither directly income-generating, nor related to basic needs. To the

best of our knowledge, the impact of loan purpose on the success chances of a campaign
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has not yet been investigated, despite being a crucial characteristic of the value

proposition made to the crowdlender.

Relying on motivational theory, we analyzed the way in which a loan’s purpose might
impact the success chances of a fundraising campaign among prosocially motivated
crowdlenders. To do so, we used an original database of more than 767,000 loans
channeled through Kiva, the largest prosocial lending-based crowdfunding platform.
This dataset is unique since it includes a classification of all loans by purpose. Business
loans being generally larger and male-oriented, we also investigated whether there
might be a loan size and gender moderating effect, respectively. Finally, we performed

additional checks using matching methods to test the robustness of our results.

Our findings are threefold. First, the empirical analysis revealed that loans intended for
basic necessities were funded faster than those for business investment or for other
consumption. These results can be explained by the prosocial or ethical motivation of
crowdlenders. Second, results indicate a loan size moderating effect. One potential
explanation for this is crowdlenders’ reluctance to support large non-income-generating
loans, which could lead to over-indebtedness; for contrary to business loans, these loans
do not generate the income needed for repayment (Schicks, 2014; Hudon et al., 2020).
Third, we found a gender moderating effect. More precisely, there was a preference for
female borrowers, but this effect was weaker when the purpose of the loan was a
business activity. Female microborrowers are funded faster than men, especially when
applying for basic needs loans. This could produce adverse effects, supporting gender

role bias and driving women away from business activities.
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Our research makes three contributions to the business ethics literature. First, it expands
our understanding of decision making by prosocially-motivated lenders in a context of
high information asymmetry: crowdlending to microborrowers. Crowdlenders
generally live far away from the microborrowers they might support; moreover, they
have neither the practical opportunity nor the time to collect information by themselves,
which makes the lending decision more challenging. Second, it highlights how
important the purpose of the loan is in prosocial (micro)financing. In particular, our
research contributes to the emerging literature on how, thanks to the Internet, the
involvement of the crowd can alter funding allocation and the type of project supported
within an industry (Burtch et al. 2015; Mollick & Nanda 2015). Third, looking deeper
at gender interactions and their influence on the chances of financing success, our
research confirms a gender effect, and contributes to the literature on gender and
business ethics. In particular, this gender interaction effect suggests an ethical blind
spot, since the choices of prosocially motivated microlenders may unintentionally end
up having adverse consequences, driving women away from business and, thus, partly
going against prosocial ethical values (Sezer et al., 2015).

Surprisingly, our results suggest that the combination of multiple prosocial motives
could lead to a partially counter-productive effect from a prosocial perspective and
eventually produce an ethical blind spot. There might be a trade-off between prosocial
motives so that they may not always reinforce each other. We therefore need to warn
prosocially motivated actors against ethical blind spots. These findings also have

managerial implications for ethical finance industries.

The rest of the paper is organized as follows. The next section sketches out the

theoretical background and formulates research hypotheses related to the impact of loan
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purpose and the gender moderating effect. In Section 3, we describe our database,
present the prosocial crowdfunding platform we worked with, and outline the test
methodology. Section 4 describes the results of the parametric hazard model and
presents some robustness checks. Section 5 discusses the results and describes their

policy implications. Section 6 concludes the article.

2. Theory and Hypotheses

Crowdfunding and microentrepreneurship

Raising enough capital to start or develop a company is crucial for all entrepreneurs
(Figueroa-Armijos & Johnson, 2016). While access to funding is a challenge for all, it
is particularly problematic for poor microentrepreneurs, who tend to be excluded from
the traditional financial sector (Bruton et al., 2015). Microfinance organizations tackle
financial exclusion by servicing these microentrepreneurs. They provide various
services, including microsavings accounts and microinsurance, but their best-known

product is microlending or microcredit (Armendariz & Labie, 2011).

Compared with microfinance, crowdfunding platforms are a more recent funding
mechanism. These Internet platforms facilitate access to finance for entrepreneurs.
Crowdfunding has become very popular in a short space of time, making it a “poster
child” of the new online mechanisms of entrepreneurial finance (Mc Kenny et al., 2017,
Baierl, 2019). Crowdfunding platforms create new financing opportunities, as they
bypass the traditional financing system and let the crowd decide which project or
applicant is worth funding (Belleflamme et al., 2015). In 2015 alone, more than 1,250

online crowdfunding platforms helped individuals and ventures around the world raise
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$34 billion (Massolution, 2016). Crowdfunding platforms have been providing funding
to entrepreneurs or projects in places that had often been excluded by traditional funders

(Allison et al., 2013).

Crowdlending, also called “crowdfunded debt”, accounts for the largest percentage of
total crowdfunding volume (Fleming & Sorenson, 2016). Among the platforms that
have been set up, the likes of Kiva, Babyloan, and Zidisha enable crowdlenders to fund
poor microentrepreneurs either directly or indirectly, usually in developing countries.
As is the case in other sectors, these platforms can alter the types of project funded by
the microfinance industry. In the context of arts and reward-based crowdfunding,
Mollick & Nanda (2015) and Younkin & Kuppuswamy (2017), respectively, have
shown that crowd involvement in funding decisions can significantly reduce

discrimination and favor socially valued projects.

There are many explanations for the success (or failure) of crowdfunding campaigns.
Mollick (2014) and Colombo et al. (2015) found that personal networks and internal
social capital developed inside the crowdfunding community were positively related to
the success of a campaign, even though the effect was mediated by the amount of capital
to be raised and the number of funders involved in the early days. Buttice et al. (2017)
also referred to the influence of internal social capital built up by serial entrepreneurs
on crowdfunding platforms. Likewise, competition among projects affects a
campaign’s chances of success. Ly and Mason (2012) found that competition was
negatively related to the speed of funding. This is particularly relevant in the case of
charitable or pre-purchase forms of crowdfunding, where the variety of projects is

greatest (Younkin & Kashouli, 2016).
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Regarding crowdlending to microentrepreneurs, researchers have started to analyze
descriptions in entrepreneurs’ profiles but reached contradictory conclusions. Allison
et al. (2015) concluded that lenders tended to prefer narratives offering the opportunity
to help others, whereas narratives featuring accomplishment rhetoric achieved a slower
funding speed. On the contrary, Moss et al. (2015) pointed out that microentrepreneurs
who signaled autonomy, risk-taking, and competitive aggressiveness received funding
more quickly than those who signaled empathy, courage, warmth, and
conscientiousness. However, these studies have neglected the role played by a loan’s
purpose in the success of a microentrepreneur’s crowdlending campaign. We propose

to analyze this role by applying self-determination theory.

Self-determination theory (SDT) and crowdfunding

In order to understand funding decisions in crowdlending to microentrepreneurs, we
must take into account crowdlenders’ motivations for supporting a project. Since loans
on prosocial lending platforms do not bear any interest, users are not drawn to the
website by purely extrinsic motivations, such as potential financial rewards, but by
prosocial motivations, such as the desire to expend effort to help others (Grant, 2007).
Consequently, crowdlenders analyze loan applications not only by using traditional
criteria but, also, prosocial criteria influenced by psychological factors (Galak et al.,
2011; Allison et al., 2015). Self-determination theory (SDT) is thus especially relevant
if we wish to analyze funding decisions on prosocial crowdfunding platforms (Allison

etal., 2015).

SDT distinguishes between extrinsic motivation, which occurs whenever a person

undertakes an activity for its instrumental value (to obtain some external outcome), and
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intrinsic motivation, where the outcome is direct enjoyment of the activity itself. Ryan
and Deci (2000, p. 60) explained that “Although intrinsic motivation is clearly an
important type of motivation, most of the activities people do are not, strictly speaking,

intrinsically motivated”.

Organismic integration theory, a subfield of SDT, has theorized the different forms of
extrinsic motivations. In particular, Ryan and Connell (1989) classified four forms of
extrinsic motivation—along a continuum ranging from pure “external regulation” to
intrinsic motivation—according to the degree to which the behavior has been
internalized, or the extent to which the goal of the activity has been absorbed in the self.
Indeed, we may speak of pure external extrinsic motivation when a behavior is
“performed to satisfy an external demand or obtain an externally imposed reward
contingency” (Ryan & Deci, 2000, p. 61). The three other types of extrinsic motivation
correspond to different modes of behavior regulation resulting from an internalization
process: introjection, when a person performs an act in order to enhance or maintain
self-esteem and avoid feeling guilty; identification, when they have identified with the
personal importance of a behavior; and integration, when they make a self-assessment
and bring new regulations into congruence with their other values and needs (Ryan &

Deci, 2000).

The more internalized, and thus self-determined, the behavior, the more efficient it is.
Ryan and Deci (2000) identified three basic psychological needs, which tend to
stimulate the internalization of extrinsic motivation: perceived competence, autonomy,
and relatedness. First, perceived competence is related to the feeling of being

efficacious in relation to the pursued goal. Second, individuals should also be
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autonomous in the pursuit of that goal. For example, they should not be externally
controlled through extrinsic (such as monetary) rewards. Finally, they should have a
sense of relatedness, which is defined as “a sense of belongingness and connectedness

to the persons, group, or culture disseminating the goal” (Ryan & Deci, 2000, p. 64).

Prosocial motivation may be considered an internalized extrinsic motivation based on
identified and integrated regulation (Bagozzi & Dholakia, 2006; Grant, 2007; De
Cooman etal., 2011)%. It differs from intrinsic motivation in two ways: First, motivation
derives from the instrumental value of helping others, not from enjoyment of the task
in itself. Second, prosocial motivation is based on other-oriented values that can be
more or less internalized, contrary to the fully autonomous regulation of intrinsic
motivation (Grant & Berry, 2011). De Cooman et al. (2011) explained that prosocial
motivation could be viewed as value-based regulation. Furthermore, Grant (2007,
2008) showed that prosocial motivation could be stimulated by the three basic
psychological needs identified by Ryan and Deci (2000). Grant (2008, p. 50) explains
that prosocial motivation will be higher when individuals “experience autonomy in
acting freely to benefit others, competence in successfully helping others, and
relatedness in connecting their actions to outcomes that matter in the lives of other

people”.

Prosocial motivations may be at work in various circumstances. The literature has
shown their importance in social entrepreneurship (Conger, McMullen, Bergman, &

York, 2018; Bauwens et al., 2019) or workers’ engagement in social enterprises (Grant

! Prosocial motivation used to be conceptualized as intrinsic motivation. With the development of SDT,
recent studies have stressed that prosocial motivation actually corresponds to an internalized extrinsic
motivation (Grant, 2008; De Cooman et al., 2011).

11
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& Berry, 2011; De Cooman et al., 2011; Brolis & Nyssens, 2019). In ethical finance,
prosocial motivations are also called upon to explain why people choose to save in
ethical banks or to invest in ethical funds (Cornée & Safarz, 2014; Barigozzi &

Tedeschi, 2019).

In the specific case of crowdlending, prosocial motivations have been evoked in two
main contexts that have core ethical value in common (Bendell, 2017). First, they can
explain why the crowd wishes to lend to social ventures that have a social or
environmental mission as their primal goal (Lehner, 2013, 2014; Parhankangas &
Renko, 2017; Schwienbacher, 2015). In this case, the social dimension of lending
comes from the positive externalities to be generated by the projects undertaken by the
ventures. Second, prosocial motivations can also explain why the crowd chooses to lend
to poor microentrepreneurs excluded from the banking system (Bruton et al, 2015;
Allison et al., 2015). In this case, the social dimension of lending comes from the profile

of the impoverished entrepreneurs.

Referring to SDT, we will investigate how the purpose of a loan—either for business
or basic necessities—affects the funding decisions of prosocially motivated

crowdlenders.

Hypotheses development: Loan purpose

12
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During the first years of institutional microlending, attention focused on financing loans
for business activities?. Indeed, microlending was not originally intended for individual
consumption smoothing, but to help fund investment in business and empower
entrepreneurs (Bruton et al., 2015). This policy was driven by the idea that lending to
small entrepreneurs to support their economic activity would be an efficient way of
encouraging economic growth in developing countries, since these small businesses

would generate additional income (Armendariz & Labie, 2011).

However, this approach to microlending has recently been challenged by arguments
supporting the provision of consumption loans to microentrepreneurs. Indeed, in the
context of microfinance, consumption loans are generally used to finance basic and
urgent needs (such as health care, education, and housing) that would be financed
anyway, but through other, more expensive, informal sources of funds (Guérin et al.,

2012).

Based on Self-Determination Theory, we can hypothesize that, in the context of loans
to poor microentrepreneurs, crowdlenders would prefer to support requests for
microloans that are intended for essential necessities rather than requests for business

or consumption loans. Three main arguments support this hypothesis.

First, according to SDT, prosocial motivation derives from the instrumental value of
helping others. Consequently, nonfinancial aspects tend to play a crucial role in funding

decisions of crowdlenders. In that sense, prosocially motivated crowdlenders primarily

2 In the existing literature, this type of funding is also referred to as a business-purpose loan (for example,
in Johnston & Morduch, 2008) or as a loan for productive purposes (Imai & Azam, 2010, inter alia).
Nevertheless, the meaning is essentially the same.

13
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wish to respond to welfare needs. As stressed by Bendell (2017), prosocially motivated
individuals aim to benefit other people, due to their concern for the welfare of others.
Loans for necessities have a concrete, direct social impact since, by definition, they
enable the provision of basic necessities required by entrepreneurs. They thus have a
more vital dimension than business loans. Consequently, referring to SDT, funding
basic necessity loans could increase microlenders’ feelings of competence, one of three

basic psychological needs underlying prosocial motivation.

Second, microloans intended for necessities, which are directly related to human needs,
are apparently more easily internalized than business-related loans. The internalization
process is key in SDT since prosocial motivation is based on values that are largely
internalized (Grant & Berry, 2011). Grant (2007) has shown that relatedness, which can
be defined as the need that individuals have to connect their actions to outcomes that
matter in other people’s lives, is a major factor of the internalization process that
increases prosocial motivation. Prosocially motivated microlenders will tend to feel
closer and more empathic to situations that require urgent help, and thus be more likely
to support people in such situations rather than those less in need. They identify
themselves with the personal importance of helping these microborrowers due to the
salience, and potentially urgent character, of the requests for necessity-based loans. For
example, previous studies have shown that lenders tended to be drawn to narratives

richer in language expressing blame and present concern (Allison et al., 2013).

Third, lenders active on social crowdfunding platforms tend to prefer projects that do

not stimulate “external regulation” and thus do not refer to extrinsic monetary rewards,

which may be perceived by lenders as controlling and will reduce the feeling of

14
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autonomy (Allison et al., 2015). For instance, on the social crowdfunding platform
Kiva, profit and risk-taking language decreases the attractiveness of microloans,
whereas humanitarian language increases it (Allison et al., 2015). Business-related
microloan requests, which can be related to entrepreneurial drive and the desire to grow
the activity, are more likely to stimulate “external regulation” because such loans are
more directly money-oriented (income generation and risk minimization). Business
loans will use profit and risk-taking formulations that have been found to lower

attractiveness, according to Allison et al. (2015).

These three arguments support the idea that, compared with the business purpose, the
necessity purpose is more attractive to prosocially motivated crowdlenders and is thus

more efficient for raising funds.

Hypothesis 1. Requests for basic necessity-purpose loans appeal more to prosocial

crowdlenders than other types of loan.

The success of a prosocial crowdlending campaign may also be related to the size of
the requested loan. Given the high information asymmetry between lenders and
borrowers living far away from each other, lenders may be particularly cautious
whenever they lend to microentrepreneurs they know very little about, especially those
asking for riskier loans (Colombo et al., 2015). Moreover, no collateral is presented to
crowdlenders (Khavul et al., 2009; Armendariz & Labie, 2011). This lack of collateral
generates additional risks for lenders, who may thus adjust their investment behavior.
One way to compensate for additional risks related to the absence of collateral is to

adjust the size of the investment. It is indeed well known that smaller investments

15
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require less collateral for various types of financial intermediary (Cowling & Westhead,
1996). Consequently, lenders on social crowdfunding platforms may prefer

microentrepreneurs who ask for smaller loans, which are considered less risky.

Moreover, non-business loans, such as basic necessity loans that do not generate any
new revenue for borrowers, are even more likely to cause over-indebtedness and thus
lead to default (Hudon, 2009). Indeed, investigating the variables that affect over-
indebtedness among microfinance borrowers in Ghana, Schicks (2014) found that those
who took out loans for non-productive purposes were more likely to become over-
extended. From an SDT perspective, therefore, lenders who are aware of the risk of
over-indebtedness may avoid supporting the largest loans that are not directly income-
generating, and are thus less appropriate for poor clients (Armendariz & Labie, 2011).
Indeed, large loans for basic necessities may reduce prosocially motivated

microlenders’ feelings of competence in the pursuit of their goal (i.e. helping others).

The effect of the loan’s purpose might therefore vary according to the size of the
requested loan. Lenders may prefer to avoid very large basic necessity loans that might
increase the risk of over-indebtedness. Consequently, we may hypothesize that the size
of the requested loan will moderate the effect of the loan’s purpose on funds raised from

prosocially motivated lenders.

Hypothesis 2. Requests for basic necessity-purpose loans appeal less to prosocial

crowdlenders when the size of the loan increases.

Hypotheses development: Gender and crowdfunding

16
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While some recent papers have suggested that gender could significantly affect the
success chances of crowdfunding campaigns (Alsos & Ljunggren, 2017; Gafni et al.,
2019), the influence of gender on the impact of the loan’s purpose has not yet been
studied in the context of microlending. Nevertheless, one can expect that the impact of
the loan’s purpose on the success chances of the campaign might vary according to the

borrower’s gender.

In the context of crowdfunding, the substantially larger number of potential
contributors—compared with the limited number of banks—seems to play a part in
“democratizing entrepreneurship” and female borrowers might encounter fewer social
barriers than in other sectors (Kaufman et al., 2013). Empirical evidence tends to
suggest that women suffer less discrimination (in relation to men) or none at all among
the online crowd. Ravina (2008) and Duarte et al. (2012) found that women tended to
be favored on the US online peer-to-peer lending platform Prosper.com. Studying the
reward-based platform Kickstarter, Gafni et al. (2019) found that funding campaigns
by female entrepreneurs outperformed those by their male counterparts, and that

funders of both genders tended to support entrepreneurs of their own gender.

One can also expect that women would receive much more backing on prosocial
crowdlending platforms. Indeed, referring to SDT, prosocially motivated crowdlenders
are likely to prefer financing women since it will increase their feeling of competence
in the pursuit of their goal (helping others). Microlending to women will increase the
probability to have a strong social impact for three main reasons. First, women are
likely to be poorer than men on average, due to various gender inequalities that make
them more vulnerable to poverty (World Bank, 2011). Drivers of these disparities

include gender norms, division of assets within households, work, and responsibility or

17
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power relations (Grown, 2014). One of these important inequalities lies in access to
finance. Female microentrepreneurs tend to have less access to financial services than
male ones (Demirguc-Kunt et al., 2018), including access to informal sources such as
moneylenders. Crowdlenders may thus prefer to lend to women since, even within the

same household, they are likely to be poorer and more financially excluded than men.

Second, crowdlenders may prefer lending to women due to the empowerment effect of
microloans. Providing women access to financial services may allow them to engage in
income-generating activities to increase their earnings and eventually strengthen their
decision-making power within the household and society (Zhang & Posso, 2017).
While the literature on the empowering effect of microloans is not totally conclusive,
in some circumstances, lending to women may increase their personal empowerment
(Garikipati, 2008) and decrease relational frictions inside households (Huis et al.,

2019).

Third, another social motive to lend to women is related to their use of microloans and
the impact this has on households. It is commonly accepted that women will be more
closely involved in household activities and look after children more frequently than
men but, also, that they will better manage their family’s health and expenditure
(Eddleston et al., 2016). This was partly confirmed by microfinance studies, such as
Hermes & Lensink (2011), who showed that women tended to invest more in
sustainable goods or child education, and Garikipati (2008), who found that microloans
to women were often diverted into enhancing households’ assets and incomes, and that
women would share the benefits with others in their household, especially their

children.

This last argument introduces the gender moderating effect on loan purpose. More

18
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precisely, we can assume that prosocially motivated microlenders will especially favor
women when the loan is to finance basic necessities. As we have seen, basic necessity
loans are more directly related to social motives or concerns, which may thus trigger
the prosocial motivation of microlenders (Hypothesis 1). The gender (female) of poor
entrepreneurs is also a classical proxy for social impact (Eddleston et al., 2016).
Combining both will ensure the strongest social impact to microlenders who are willing
to make a difference from a social perspective and, from an SDT perspective, will fulfill
their need for perceived competence. We can thus expect that prosocially motivated
microlenders, who prefer to invest in basic necessity loans, will also be more willing to

lend to women in order to increase their social impact.

Hypothesis 3. Requests for basic necessity loans appeal even more to prosocial

crowdlenders when entrepreneurs are female.

3. Method

Sample

Our sample was collected on Kiva, a crowdlending platform that has already been
studied by other scholars (Allison et al., 2015; Moss et al., 2015; Ly & Mason, 2012;
Bradford, 2012, among others). This venture connects microfinance and crowdfunding,
enabling entrepreneurs from impoverished parts of the world to crowdfund the
microloans they need. Founded in 2005, Kiva has since emerged as one of the world's
leading crowdfunding sites using the lending model (Bradford, 2012); its mission is

""connecting people through lending to alleviate poverty™. Once a loan request has been
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posted, it has to be funded by the public within a month, or else no money will be
transacted. If funding is obtained, the money is transacted to an intermediate MFI,
which in turn transfers it to the borrower, who is expected to repay according to a pre-

arranged schedule. For an example of a borrower’s profile, see Figure 1.

We built a dataset of 767,679 loans with complete information that were posted on
Kiva.org between its inception in March 2005 and December 31, 2017, using Kiva’s
open public access API, a platform that enables information on loans and microfinance
institutions (MFIs) to be downloaded. Out of those loans, only 64,949 failed to be

funded within 31 days.

Measurement of variables

Dependent variable

In prior crowdfunding research (Galak et al., 2011; Allison et al., 2013; Allison et al.,
2015; Moss et al., 2015), the variable of interest was typically the length of time (in
days) needed for the loan to be fully funded, scaled from 1 day (i.e. the loan was funded
within less than a day of being posted) to 31 days. If a loan is not funded within 31
days, it expires and no money is transacted. To take into account these two
dimensions—being funded or not, and the time it takes to obtain funding—we opted
for a survival analysis, similarly to Allison et al. (2015). This type of analysis jointly
considers the two dimensions, combining them into one dependent variable, Time to

Funding.
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Although the borrower receives the same amount of money regardless of the time taken
for the pledge to be funded, the number of days reflects the extent to which the lending
crowd finds the loan attractive. A quickly funded loan might also have positive
implications for the liquidity of the MFI and/or the borrower, who will receive the
money sooner. If a loan is funded quickly, the MFI does not face the problem that arises

in the opposite situation, as the time left to collect funding runs out.

Independent variables

The model includes several independent and control variables.

Business, Basic Necessities, and Other Consumption Loans: Every loan posted on Kiva
is assigned to one economic sector and to one sub-sector (activity). We followed
existing guidelines for previous microfinance loan classifications. As explained by Imai
& Azam (2010), business loans are those made for income-generating activities, for
example, small-scale poultry farming or cattle rearing. Examples of business loan
requests are: “Nancy from the Philippines asks for a loan to pay for additional supplies
and merchandise products to sell in her direct-sales business.” or “Yvelt from Haiti asks

for a loan to pay for another machine for his production of bags.”

The second type of loan addresses a basic need of the borrower’s household, such as
medical expenses, school tuition, or repairs to the house. Here is an example of another
consumption loan request: “Nada from Lebanon asks for a loan to pay for urgent
medical tests she has to undergo.” The rest of the loans (third type) are requested to
purchase more general consumer goods. Another example of another type of
consumption loan request is: “Tolib from Tajikistan asks for a loan to purchase a

wedding gift (furniture).”
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Based on these guidelines and definitions, we manually classified each of the 162
activities as either Business Loan, Basic Necessity Loan, or Other Consumption Loan.
Similarly to standard practice (Alsos and Ljunggren, 2017), the same exercise was
conducted by two of the authors separately as a robustness check?. To the best of our

knowledge, such a detailed classification cannot be found in the existing literature.

Gender of the entrepreneur. Gender was provided in the data concerning single
entrepreneurs, and whenever a team of borrowers was involved, the numbers of males
and females in the group were provided. We then created a dummy variable for female
entrepreneurs or female-majority groups (1) and male entrepreneurs or male-dominated
groups (0). Groups with an equal number of men and women were not considered in
the analysis. According to this classification, 73% of our initial sample was female.
These numbers are consistent with the classification of Galak et al. (2011). We used the
gender of the microentrepreneur as a proxy for the gender of the campaign. This
approach is largely used in the literature on microentrepreneurs, as well as in the
literature on crowdfunding (Périlleux & Szafarz, 2015; Gafni et al., 2019; Figueroa-
Armijos & Berns, 2019). However, it is clearly a shortcut. Indeed, authors have shown
that linguistic styles used by female and male entrepreneurs on crowdfunding platforms
differ and can influence funding success (Parhankangas et al., 2019). For example,
using data from the Indiegogo platform, Gorbatai and Nelson (2015) have shown that
female advantage on crowdfunding platforms is partially explained by differences

between men and women in terms of the language they use. Moreover, Harrer and

% To a large extent, the two coders allocated loan activities in the same way. The few items that were
not coded similarly were discussed with the third author.
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Lehner (2019) have identified tropes and associated feminist themes driving the success
of female entrepreneurs’ campaigns on crowdfunding platforms by connecting with

immanent societal values.

Competition controls. In their paper, Ly & Mason (2011) highlighted the importance
of the competition effect when fundraising on Kiva. Even highly attractive loans would
go unnoticed when posted on the platform due to the high number of other loans that
were fundraising at the same time. The lenders’ funds are limited, as is exposure on the
platform. Nonetheless, competition may also carry some benefits, such as a greater
focus on microfunding in certain regions or sectors, or funding through a popular MFI
partner. Therefore, we added the four competition controls computed by Ly & Mason
(2011): I. The number of other loans by the same MFI that were fundraising on the day
the loan was posted. Il. The number of other loans in the same region that were
fundraising on the day the loan was posted®. I11. The number of other loans in the same
sector that were fundraising on the day the loan was posted. IV. The share of female

entrepreneurs fundraising on the day the loan was posted.

Further control variables. Other relevant control variables were added to the
regression, on the basis of previous research including works by Allison et al. (2013),
Galak et al. (2011), and Moss et al. (2015). First, we added a dummy variable for each
world region. We also controlled for the requested amount of the loan (logged) and the
riskiness of the MFI (as measured by 0 to 4.5 stars, rated by Kiva), and added a dummy
for groups (1 for group, 0 for individual). All of these control variables might affect the

Kiva user making his or her lending decision.

4 The eight world regions are determined by Kiva.
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Analysis

Since our dependent variable is Time to Funding, our method was selected among the
survival analysis techniques. Survival analysis is used in cases where the sample tracks
individuals until an event happens or they are lost from the data set. The interesting
aspects are the length of time they “survive” in the sample before they exit (in our case:
are funded), and in the risk of exiting, which is the hazard rate. Both depend on the
main regressors and the co-variates.

Previous studies that researched shorter time spans of the Kiva data set, such as Galak
et al (2011) and Moss et al (2015), used the Cox proportional hazards model (Cox,
1972) for their empirical analysis, with “time to get funded” as their right-censored
dependent variable. This statistical model takes into consideration the time until an
event of interest occurs, and compares the cumulative probability of events over time
for two or more cohorts, while adjusting other influential covariates (Singh &
Mukhopadhyay, 2011). However, the proportional hazard assumption, which is valid
in the Cox model, is violated in our dataset, which spans over twelve years.

Therefore, we used a fully parametric hazard model with Weibull distribution, which
fitted our data. Although the output of this model is hazard ratios obtained by
exponentiating beta values (e3), we present them as coefficients (B) for the convenience

of our readers.

The risk of endogeneity has been largely addressed. Indeed, measurement error is

strongly limited since input data was directly collected from the platform. Concerning

omitted variables, we included all control variables that are generally used in the
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literature in the regressions. Finally, concerning reverse causality, we suggest that

preferences are intrinsically defined and will not be influenced by external elements.

As robustness checks, we conducted three matching analyses for each of our three
hypotheses. First, referring to the first hypothesis (H1), we matched loans one-to-one
according to loan status, gender of borrower, year, country, exact loan amount,
percentiles of number of competing loans in the same sector and the same world region,
MFI rating (in integer numbers), and loan terms such as: currency exchange loss (at the
expense of the borrower/MFI/shared), bonus credit eligibility, and repayment interval.
The only difference between matched loans is their purpose (business versus basic
necessities, excluding other consumption loans). In cases where two or more loans had
the exact same characteristics, we randomly selected only one of them. This process
left us with a subsample of 865 matched pairs®. We computed the difference in Time
to Funding within each matched couple. Since both members of the couple shared the
same characteristics, except for purpose, we were able to deduce that any difference
that might exist would result from that particular characteristic. We ran t tests on Time
to Funding in this subsample, to determine whether this is different between business
and basic necessities loans. Second, to test the robustness of the results we obtained for
the second hypothesis, we divided the subsample into two groups: lower versus higher
than the median. We then tested to what extent differences in Time to Funding between

business and basic necessity loans depend from the size of the loans.

5> With this exact-matching process, we sought to find campaigns that were as similar as possible by
controlling for multiple dimensions, including: both campaigns raising the exact same amount (to the
dollar) and the same percentile of number of competing loans in the same sector and world region. This
very precise matching increases the validity of the results, yet comes at the cost of reducing the sample
size. However, although the sample may seem small compared to the whole dataset used in this paper, it
is still a large sample that leaves us with high enough power for computing robust statistical tests.
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The third matching analysis concerns hypothesis H3: we matched fully-funded loans
according to the same characteristics as before, the difference, this time, being the
gender of the entrepreneur, while the purpose was added to the matching dimensions.
The subsample we obtained consisted of 30,798 matched couples. We then checked for

differences between the two groups®.

4. Results

Main results

Table 1 provides the descriptive statistics and correlations of our variables. We can see
that, on average, it takes 12 days for a loan to get funded. The vast majority of the loans
granted (88%) are for business use. The average loan size is US$633, and 73% of the
requests come from female entrepreneurs. Correlations do not exceed 0.8, which

prevents multicollinearity issues (Kennedy, 2008).

< Insert Table 1 here >

Table 2 presents the regression results for the aforementioned specifications

(coefficients and standard errors in parentheses).

< Insert Table 2 here >

We started by running a regression over the basic variables of interest: the purpose of

the loan (with basic necessity loans being the omitted category), its size, and the gender

® We do not present a matching analysis for the effect of size on the dependent variable, since it is not
relevant in this setting. However, the results can be provided on request.
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of the entrepreneur. We also added competition controls and dummies for groups, rating
of the MFI, and region (Model 1). To this basic setup, we added interaction dummies
(2 and 3). Specification 4 includes all of these variables together. The minor changes in
AIC and BIC values suggest that adding additional variables did not cause any loss of

information to our estimations.

Our first hypothesis supports the notion that a request for a basic necessity loan better
responds to the prosocial motivation of microlenders and will thus be associated with a
quicker funding than a request for a business loan or for other consumption (H1). Our
results confirm this hypothesis. We obtained a positive and significant coefficient
associated with the business dummy and the other consumption dummy (8 = 0.13 and
0.27 respectively, p = .01 in regression (1)), which suggests that these loans require
more time for full funding than basic necessity loans. All other things being equal, the
hazard of loan fulfillment decreased when the request concerned basic necessity
purposes. Hence, microlenders are more willing to support microentrepreneurs who
highlight their fundamental needs rather than their willingness to invest in business

activities.

We also found support for the second hypothesis, which stated that the size of the loan
would moderate the effect of loan purpose on the duration of the fundraising campaign
(H2). Indeed, a larger loan size does moderate the positive effect of business purpose
(which increases the time needed to obtain funding), since the coefficient associated
with the interaction term is negative (f = —0.19, p =.005 in regression (2)). This result
also means that the comparative advantage of basic necessity loans over business loans

decreases when loan size increases.
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As regards the gender effect, we first found—as expected—that female entrepreneurs
were funded more quickly than their male counterparts (3 = —0.48, p = .003 in
regression (1)). This result is consistent with previous studies on social crowdlending,
which also uncovered a gender advantage for female entrepreneurs (Galak et al., 2011,

Moss et al., 2015).

Our third hypothesis (H3) stated that gender would moderate the loan purpose effect on
fundraising. In particular, H3 holds that basic necessity loans are funded even faster
when requested by a female borrower. Our findings support H3. Indeed, results show
that female borrowers not only enjoy a comparative advantage for basic necessity loans,
but also an absolute advantage for both types of loan (basic necessity and business).
Regression (3) shows that basic necessity loans, when requested by female borrowers,
are funded significantly more rapidly than when requested by male borrowers (which
is the referred category), since the associated coefficient is negative and significant
(Bremate = —0.54, p = .007). Regression (3) also shows that business loans requested by
female borrowers (Bousiness = 0.09 + Bremale = —0.54 + PBremale*Business = 0.06) are funded
more rapidly than business loans requested by male borrowers (Bbusiness = 0.09).
However, the comparative advantage of female borrowers is stronger when they ask for
a basic necessity loan, since the coefficient associated with the interaction variable is

positive and significant (Bremale*Business = 0.06, p < .008)’.

" Compared to the baseline (a male borrower asking for a basic necessity loan), the coefficient associated
with a male borrower asking for a business loan is, as expected, significantly higher (Bausiness = 0.09, p =
0.011).
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Finally, regarding control variables, we found that loans intermediated by safer MFI
partners were funded more quickly than others. This finding is consistent with Allison
et al. (2015) and with intuition, but inconsistent with Galak et al. (2011) and Moss et
al. (2015). We also found similar results concerning the competition variables in
previous studies (Ly and Mason, 2012). Moreover, the coefficient for group loans is
consistently negative across the specifications, suggesting that they are more attractive

to lenders than applications from individual borrowers.

Robustness checks

In order to verify the validity of our results, we ran our three robustness checks using

matching methods, presented in Table 3.

< Insert Table 3 here >

Matching for Loan Purpose Effect

We computed the difference in Time to Funding between each half of matched couples,
and found that basic necessity loan campaigns were funded faster (M =5.31, SD = 0.29)
than business loans (M = 5.9, SD = 0.31), meaning that a fundraising campaign for a
business loan was nearly 10% longer on average, and statistically significant (t(1,728)
= -1.385, p = .083, see Panel A). These results validate previous findings supporting

H1.

Matching for Loan Size Moderation Effect
We then divided the aforementioned subsample into two groups: lower versus higher

than the median. We can see that the difference in Time to Funding between basic
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necessity and business loans is significant where we considered loans below or equal
to the median value of $675 (t(1,106) = 1.311, p = .095 whereas the difference is not
significant where we only considered loans above the median (t(620) = -0.691, p =
.245). These results support our finding that loan size is taken into consideration by

lenders when deciding whether to fund basic necessity loans.

Matching for Gender Moderation Effect

The difference in the number of funding days between male (M = 11.38, SD = 0.07)
and female borrowers (M = 6.77, SD = 0.06) was 4.62 in favor of females, whose loans
were funded significantly faster (t(61,594) = 54.44, p < .001, see Panel B). Looking at
basic necessity loans only, the difference increased to 4.96 days. However, when the
purpose of the loan was business investment, the difference decreased to 4.56 days
(significantly lower than 4.96). Computing the t tests over the number of funding days
in the subsample, all three differences came out as significant (p < .001). Therefore,
this result confirms previous findings, supporting H3, suggesting that when a female
entrepreneur is involved, the lender’s funding preference for a basic necessity loan is

stronger than for a business loan.

5. Discussion

The crowdfunding phenomenon keeps growing and revolutionizing how entrepreneurs
raise capital; hence it is vitally important to have in-depth knowledge about the way
microlenders make decisions (Allison et al., 2015; Chan & Parhankangas, 2017; Berns
et al., 2020). Our study gives new insights into the factors affecting the success chances
of prosocial crowdfunding campaigns for microentrepreneurs in developing countries.

Our empirical results are threefold.
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First, they show that a microlender will be more likely to support impoverished
entrepreneurs who ask for loans to meet social needs rather than to fund business
investment. Necessity loans, requested to cover expenses made to meet basic human
needs, are related to the critical situation faced by the microentrepreneur, and the lender
heeds the call for help. Referring to SDT, lenders’ preference for this type of loan can
be explained by prosocial motivation. Support for basic necessity loans stimulates
relatedness, one of the three basic psychological needs, which tend to increase prosocial
motivation relatedness, one of the three basic psychological needs, which tends to
increase prosocial motivation?. Our results echo the findings of Allison et al. (2015),
i.e. that narratives on social lending platforms highlighting the venture as an
opportunity to help others are more successful that those framed as a business
opportunity. Socially-oriented lending platforms such as Kiva offer a perfect outlet for

microlenders willing to provide support to impoverished citizens.

Our second finding is that loan purpose and loan size have a moderating effect on the
duration of the fundraising campaign, since this pattern holds especially for small loans.
It is well known that the likelihood of success of the crowdfunding campaign decreases
as the size of the campaign’s target capital increases (Buttice et al., 2017). Our results
shed new light on the effect of loan size. The most plausible interpretation of this
moderating effect is the microlenders’ desire to avoid the potentially negative
consequences of large loans, such as over-indebtedness, especially since loans for social
needs do not generate any new income. Referring to SDT, this would increase

prosocially motivated microlenders’ feelings of competence.
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Finally, we can observe a gender effect. Consistent with the literature (Ravina, 2008;
Duarte et al., 2012; Gafni, et al., 2019), our results suggest a preference toward female
entrepreneurs on the platform. This finding is in keeping with the socially-minded
motives described above, since female-headed households are over-represented among
the poor, according to a meta-analysis by Buvini¢ and Gupta (1997). It is also in line
with standard practice in microfinance, since most MFIs explicitly or implicitly focus

on women (D’Espallier et al., 2011).

In the context of prosocial crowdfunding, the results concerning the gender moderating
effect on the type of loan are particularly original. In particular, although females enjoy
an absolute advantage, we show that their comparative advantage is significantly lower
for a business loan than for a basic necessity loan. In line with SDT, prosocially
motivated microlenders prefer to lend to women for basic necessities, since they view
this type of loan as having the strongest social impact. It increases their feelings of

competence.

The gender moderating effect, however, can have adverse consequences, inducing
women to ask for basic necessity loans and driving them away from business. In
essence, this reveals an ethical blind spot. Indeed, prosocially motivated microlenders
may unintentionally end up producing outcomes that go against their ethical values
(Sezer et al., 2015; Pittarello et al., 2015). Sezer et al. (2015, p. 7) have identified three
sources of ethical blind spots. The first one is temporal distance from an ethical
dilemma—when people overestimate their ethical behavior in the future. The second
one is related to bias that leads people to disregard others’ unethical behavior. This bias

tends to undermine moral agency in work organizations. For instance, Moberg (2006)
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shows that supervisors are likely to encounter ethical blind spots when they evaluate

their subordinates’ ethical behavior, leading to inadequate control.

A last type of ethical blind spot is due to implicit biases. In this case, people willing to
do good are not aware of the possible negative implications that their decisions may
have (Nayebpour & Koehn, 2003; Bazerman & Sezer, 2016)%. As stressed by Palazzo
etal. (2012, p. 323), in this type of ethical blind spot, “people might behave unethically
without being aware of it”. The ethical blind spot revealed by our study stems from an
implicit bias, since crowdlenders were not aware of the possible adverse consequences
of their behavior.

Consequently, this paper links ethical blind spot with prosocial motivation theory,
which is an innovative approach. Indeed, our findings suggest that combining various
prosocial motives could lead to some counter-productive effects from a prosocial
perspective and eventually produce an ethical blind spot. Prosocial motives may not
always reinforce each other, which could lead to a trade-off among them. This paper
adds to the literature discussing possible tensions between the different social missions
that social enterprises can pursue, in addition to the classical tensions between

economic and social missions (Defourny & Nyssens, 2017; Dufays, 2019).

Our results make three main research contributions and have a number of implications
for practice. First, they enrich SDT theory by looking at the purpose of the loan as a
motivation factor of prosocial crowdfunding. They show that loan purpose has a

significant impact on decisions of prosocially motivated lenders to make loans to

8 Nayebpour & Koehn (2003) call upon this concept, for example in the case of total quality management
(TQM), since TQM’s customer focus may result in other key stakeholders being ignored.
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microentrepreneurs in developing countries. To the best of our knowledge, this element
had not been investigated in this context before. Our findings may encourage
crowdfunding platforms to publish more information on loan purpose or to include
more projects from microentrepreneurs focusing on essential necessities and social
needs. Although they are very popular, these loans constitute a small minority. The
findings also highlight the importance of a moderating effect in terms of interaction
with loan size. They confirm other studies (Alsos & Ljunggren, 2017; Gafni, et al.,

2019) showing that gender affects the crowdfunding decisions of impact lenders.

Second, our paper contributes to the ethical finance literature and expands prosocial
theory by looking into a crowdlending context. We provide new empirical evidence on
the factors that encourage investors to finance underserved microentrepreneurs. In
developing countries, these tend to develop their own enterprises and, in doing so, to
create varying degrees of economic and social value (Moss et al., 2015). In particular,
our findings suggest that the pattern observed on a well-established prosocial
crowdlending platform runs counter to the widely shared guidelines of some MFlIs,
which prefer to fund productive loans. This important finding is in line with some recent
studies on crowdfunding in other industries.

Our research also shows that the democratization of funding decisions, which are no
longer in the hands of experts alone, alters the type of project supported. This
democratization leads to an increase in the probability of socially valued projects being
financed (Defazio et al,, 2020; Mollick & Nanda, 2015; Younkin & Kuppuswamy,

2018; Tchakoute-Tchuigoua, 2018).
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Third, our paper contributes to the literature on gender and business ethics, and finds
evidence of an ethical blind spot in the social crowdlending context. It shows that, in
this specific context, female entrepreneurs will receive greater rewards from prosocial
investors than their male counterparts do, whatever the circumstances. This is in line
with other studies on crowdfunding, which show that this more democratic way of
financing entrepreneurs tend to be a less discriminatory path to funding for women
(Galak et al., 2011; Moss et al., 2015). However, their comparative advantage is even
greater when they conform to their traditional social role. In a way, this result partly
contradicts the findings of a study by Greenberg & Mollick (2017) about a reward-
based crowdfunding platform. The authors showed that female entrepreneurs
outperformed their male counterparts, especially in male-dominated technological

categories, thanks to the homophily-related activism of female backers.

Our study obviously has some limitations, and we would like to stress three of them.
The first one concerns the generalizability of our findings. We conducted our analysis
on a clearly prosocially driven platform, which had a sizeable advantage—we were sure
that lenders on this platform were prosocially motivated. Consequently, we were fully
aware that we observed the specific behavior of prosocially motivated microlenders.
There was no doubt about their prosocial motivations, since the platform did not pay
any interest rate on the loans granted. However, this has its disadvantages as well. In
particular, we could not compare the behavior of these microlenders with the behavior

of microlenders who were not prosocially motivated.

The second limitation concerns our proxies. More particularly, we used the gender of

the microentrepreneur as a proxy for the gender of the campaign. This approach is
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widespread in the literature on microentrepreneurs, as well as in the literature on
crowdfunding (Figueroa-Armijos & Berns, 2019). However, it is clearly a shortcut.
Indeed, Gorbatai and Nelson (2015), Parhankangas et al. (2019) and Harrer and Lehner
(2019) show that female and male entrepreneurs do not present their projects in the
same way and that there is a clear link between feminist tropes and crowdfunding

Success.

The third limitation is related to the fungibility of money. Although microentrepreneurs
apply for a loan for a specific purpose, they can always use the money for a different
objective. We can never be sure that the money granted will indeed be used for the
purpose stated by the microentrepreneur. This, however, should not introduce too much

bias into our analysis, since it still reveals microlenders’ preferences.

6. Conclusion

Access to funding is both crucial and problematic for many microentrepreneurs. For
this reason, we analyzed the impact of the type of loan on fundraising outcomes on a
prosocial crowdlending platform. Our findings suggest that loans related to basic needs
are funded faster than loans for business, especially when small amounts are involved.
Moreover, we found that female borrowers were funded faster, especially when they

applied for loans to meet essential needs. Thus, there is a gender moderating effect.

Prosocial crowdlending is a new way of raising funds to finance poor
microentrepreneurs. Our results show that, for microfinance organizations, prosocial

crowdfunding has the potential to lead to diversification by increasing the social impact
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of the microfinance sector. The trend toward commercialization within this sector has
frequently been criticized, for it is pushing it toward a market-based logic (Khavul et
al., 2013) and, over time, displacing the field's foundational principles of poverty
alleviation and economic development (Kent & Dacin, 2013). However, microlenders
active on crowdfunding platforms primarily finance small loans and female
entrepreneurship, two proxies that are very frequently used to assess the social
performance of MFIs (Cull et al., 2009; Périlleux & Szafarz, 2015). Consequently,
although the practice of prosocial crowdlending to support microentrepreneurs is at an
early stage of development, it seems to be nudging the microfinance sector along a
social path and could thus partly counterbalance some of the potential drawbacks and
ethical concerns of commercialization. Our results, however, suggest an ethical blind
spot, since prosocially motivated crowdlenders may unintentionally end up producing

adverse outcomes, driving women away from business.

Future research may be able to identify additional moderators that affect the impact of
loan purpose on lending success. In particular, linguistic styles used by female and male
microentrepreneurs, and the coherence between their linguistic style and the purpose of
the requested loan, could be added to the analysis. Moreover, gender differences
concerning other types of loan or funding tool for (micro)entrepreneurs could also be

tested.

Another interesting extension would be to cross-tabulate these results with lenders’
characteristics in order to identify those that are correlated with a preference for a
specific loan purpose. The research reported on in this paper assessed the average

preferences of prosocially motivated microlenders. However, these preferences might
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vary according to lenders’ characteristics, in particular the gender of microlenders,
since it is known that gender affinity and homophily can play a role on crowdfunding
platforms (Greenberg & Mollick, 2017; Vismara et al., 2017; Gafni et al., 2019). This

could also be investigated in the context of prosocially motivated crowdfunding.

Finally, lending by the crowd is only one type of crowdfunding. It would be interesting
to discover the extent to which results obtained in connection with prosocial
crowdlending are similar to those obtained following a similar analysis in other
prosocial crowdfunding contexts, such as prosocial reward-based or prosocial equity-
based crowdfunding. This could provide some insights into the ways in which the
funding method influences prosocial preferences and the presence of ethical blind spots.

We hope that future studies will address these issues and shed some light on them.

Compliance with Ethical Standards:

This article does not contain any studies with human participants or animals

performed by any of the authors.
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Tables

Table 1. Means, standard deviations and correlations

Variable Mean 5% 1 2 3 4 5 6 7 8 9 10 11
Dev.
Time to Funding (in
1 days) 11.68 10.92 1.00
Loan Amount
2 (logged) 6.45 0.82 0.28* 1
3 Business Loan 0.88 0.33 0.04* 0.05* 1
4  Basic Necessity Loan 0.09 029 0.02* 0.03* 0.85* 1
Other Consumption - - - -
5 Loan 0.03 017 0.05* 0.14* 0.47* 0.06* 1
6 Female (dummy) 073 045 021* 0.07* 0.08* 0.08* 0.02* 1
7 Group (dummy) 016 036 0.04* 0.37* 0.01* 0.09* 0.17* 0.15* 1
8 MFI Rating 313 094 0.05* 0.01* 0.04* 0.01* 0.09* 0.06* 0.15* 1
Sector Competition - - - -
9 (logged) 7.90 1.06 0.18* 0.01* 0.73* 0.54* 0.49* 0.10* 0.04* 0.05* 1
MFI Competition - - -
10 (logged) 4.21 1.31 0.24* 0.36* 0.04* 0.05* 0.01* 0.09* 0.20* 0.35* 0.32* 1
Region Competition - -
11 (logged) 672 099 0.11* 0.29* 0.05* 001* 007* 0.14* 0.06* 0.01* 044* 047 1
Share of Females - -
12 (logged) 0.64 0.07 0.42* 0.09* 0.06* 0.05~ 0.03* 0.07* 0.01* 0.02* 0.18* 0.23* 0.29*
N = 767,679. The starred correlations are significant at p < .05.
Table 2. Parametric survival model regression results
) ) @) (4)
Other Consumption 0.271%** 0.361*** 0.275%** 0.363***
(0.00950) (0.00990) (0.00956) (0.00994)
Business 0.133*** 1.325*** 0.0942*** 1.283***
(0.0102) (0.0350) (0.0108) (0.0357)
Female -0.483*** -0.488*** -0.538*** -0.533***
(0.00271) (0.00271) (0.00715) (0.00722)
Log(amount) 0.811*** 0.971*** 0.811*** 0.969***
(0.00204) (0.00493) (0.00204) (0.00495)
Log(amount)*Business -0.188*** -0.186***
(0.00530) (0.00533)
Female*Business 0.0640*** 0.0525***
(0.00756) (0.00763)
Group -0.448*** -0.420%** -0.447%** -0.420%**
(0.00387) (0.00395) (0.00388) (0.00395)
Rating -0.0814*** -0.0810*** -0.0815*** -0.0811***
(0.00151) (0.00150) (0.00151) (0.00150)
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Log(Type Competition) 0.0349*** 0.0443*** 0.0342*** 0.0435***
(0.00408) (0.00408) (0.00409) (0.00409)
Log(MFI Competition) 0.340*** 0.339*** 0.340*** 0.339***
(0.00130) (0.00130) (0.00130) (0.00130)
Log(Region Competition) 0.225*** 0.217*** 0.225%** 0.218***
(0.00419) (0.00419) (0.00420) (0.00420)
Share of Female 0.909*** 0.915%** 0.905*** 0.911***
(0.0184) (0.0183) (0.0184) (0.0183)
Log(p) 0.045%** 0.043*** 0.045%** 0.043***
(0.0008) (0.0008) (0.0008) (0.0008)
Constant -6.003*** -7.032*** -5.961*** -6.989***
(0.0328) (0.0440) (0.0332) (0.0446)
Region controls Yes Yes Yes Yes
Observations 767,679 767,679 767,679 767,679
-2 Log-likelihood 2,302,291 2,300,922 2,302,215 2,300,871
Df 17 18 18 19
Akaike Information
Criterion (AIC) 2,302,329 2,300,962 2,302,255 2,300,913
Bayesian Information
Criterion (BIC) 2,302,549 2,301,193 2,302,486 2,301,155
Model %2 329,269 336,209 329,518 336,258
Robust standard errors in parentheses, *** p < 0.01, ** p<0.05, * p<0.1
Table 3. Robustness Checks — Matching Method
Panel A - Matching for Business Loan Effect
Basic Necessity Business
Obs Mean SD Mean SD Diff p
Matching test testing H1
Duration 865 5312 0.293 5.899 0.307 -0.587 0.083
Matching test testing H2
Duration, Small loans
(<8675) 554 3.904 0.316 4505 0.332 -0.601 0.095
Duration, Large loans
(>$675) 311 7.820 0.562 8.383 0.590 -0.563 0.245
Panel B - Matching for Gender Effect
Male Female
Obs Mean SD Mean  SD Diff p
Duration 30,798 11.382 0.065 6.767 0.055 4.615 0.000
Matching test testing H3
Duration, Basic necessity 4,390 11.402 0.168 6.446 0.149 4956 0.000
Duration, Business 26,408 11.379 0.070 6.821 0.059 4.558 0.000
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Figure 1. An example of a funded loan request on Kiva

Funded

Total loan: $300
Powered by 10 lenders

Madeline

™ llog, Negros Occidental, Philippines
) Fishing

!

Find a new loan

Aloan of $300 helped to purchase fishing net.
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Madeline's story

Madeline works hard to support her family. Madeline is married and
has a fishing business in the Philippines.

She requested a PHP 13,000 loan through NWTF to purchase
fishing net.

Madeline has been in thiz business for eight years now.

In the future, Madeline would like to save money to expand her
business.

This loan is special because: ~

It helps this borrower grow
their business.

Loan details

©

Loan length:
8 months

Repayment schedule: Monthly

Disbursed date: June 15, 2016

Currency exchange loss: Possible
Facilitated by Field Partner:

Negros Women for Tomorrow Foundation
(NWTF)

Is borrower paving interest? Yes

Field Partner risk rating: % % % %

Field Partner
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