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Abstract

Research Summary: Digital equity crowdfunding platforms
have brought an unprecedented number of international
investment opportunities to investors' reach. Although most
equity crowdfunding investments are still made domesti-
cally, cross-border investments often have a decisive role in
a campaign's success. We therefore ask what drives cross-
border investments and theorize how international inves-
tors’ attention directs their investment choices. We lever-
age unique data and several complementary approaches to
examine this question. Our contribution to the equity
crowdfunding literature is twofold: (a) we theorize and
empirically show how international investor attention
affects cross-border equity crowdfunding investments, and
(b) we conduct the first empirical study of the drivers of
cross-border investments in equity crowdfunding. These
findings also have implications for new venture internation-
alization research and the broader literature on investor
attention.

Managerial Summary: Although most equity crowdfunding
investments are still made domestically, cross-border
investing is growing, and cross-border investments are
often critical for campaign success. We show that to attract
cross-border investments, it is important for platforms and

fundraising companies to capture foreign investors'
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attention. Platforms and companies can support this

through measures such as international digital marketing. In
addition, we found that cross-border investors are more
likely to invest in companies with investors' nationalities
represented in the team. Companies can thus benefit from
nurturing international diversity and marketing in their team
members' countries of nationality. Also, companies can seek
investments even from distant countries because once
investors invest abroad, distance—be it geographic, institu-
tional, cultural, or linguistic—no longer plays a major role in

their investment decisions.

KEYWORDS

cross-border investments, digital platforms, equity crowdfunding,
investor attention

1 | INTRODUCTION

Equity crowdfunding has grown to become a major form of entrepreneurial finance, with a significant amount of
recent research analyzing different aspects of the phenomenon (Block, Colombo, Cumming, & Vismara, 2018; Drover
et al., 2017; Mochkabadi & Volkmann, 2020). The equity crowdfunding industry has recently begun facing increasing
pressure to internationalize, with platforms needing to grow and improve profitability (Schwienbacher, 2019) and
policymakers such as the European Union paving the way for increased volume of cross-border equity crowdfunding
to support economic development (European Commission, 2017, 2018; Vismara, 2016).

Despite these efforts, most equity crowdfunding investments are still made domestically (Ziegler et al., 2020).
Therefore, it is important to understand what, beyond regulation (Zetzsche & Preiner, 2018), drives cross-border
investments in equity crowdfunding. Although traditional forms of international entrepreneurial finance, such as
cross-border venture capital, have been studied extensively (e.g., Balachandran & Hernandez, 2021; Cumming,
Knill, & Syvrud, 2016; Dai & Nahata, 2016; Devigne, Manigart, Vanacker, & Mulier, 2018; Guler & Guillén, 2010;
Liu & Maula, 2016; Madhavan & Iriyama, 2009; Meuleman, Jaaskeldinen, Maula, & Wright, 2017), equity
crowdfunding is thus far understudied in the international entrepreneurship literature. However, the digitalization of
international entrepreneurial finance, which allows platforms to connect geographically dispersed entrepreneurs and
investors (Nambisan, Zahra, & Luo, 2019), challenges the generalizability of the existing findings on cross-border
investments in entrepreneurial ventures to the digital setting. Consequently, the lack of prior research on the cross-
border dimension of equity crowdfunding represents a significant gap in the existing equity crowdfunding and inter-
national entrepreneurship research.

To bridge this gap, we ask the following question: what drives cross-border investments in equity crowdfunding?
We theorize that international investor attention (i.e., attracting limited attention of international investors) will play
a critical role in cross-border equity investments. As the digital platforms and virtual interactions characteristics of
equity crowdfunding open up vast spaces of investment opportunities to internationally oriented crowdfunding
investors, even at large investor-venture distances (Cummings, Rawhouser, Vismara, & Hamilton, 2020), investors
can only pay attention to a small proportion of the opportunities available around the world. As the attention of indi-
viduals is limited (Simon, 1957), investors can only choose from the restricted set of options on which they focus

their attention (Kahneman, 1973; Merton, 1987). Recognizing the limited attention of investors, a stream of finance
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research on public stock markets has emerged on investor attention, which examines the implications of investors'
limited attention being attracted to particular events, firms, or industries (Barber & Odean, 2008; Cziraki, Mondria, &
Wu, 2021; Da, Engelberg, & Gao, 2011; Que & Zhang, 2021), with the investor attention being proxied, for instance,
using company news (Barber & Odean, 2008) or search indices of company stocks either as company level aggregate
(Da et al., 2011) or split based on geographical location (Cziraki et al., 2021), in the absence of more direct measures
of investor attention. Building on these studies, in our study on cross-border equity crowdfunding, we define inter-
national investor attention as the attention the focal campaigns receive among potential foreign investors, proxied
by prospective investors' visits to the campaign pages in the home countries of potential foreign investors.? The
wealth of online information available on an abundance of international investment opportunities emphasizes the
role of limited attention (Haas, Criscuolo, & George, 2015; Hansen & Haas, 2001; Mondria, Wu, & Zhang, 2010; van
Knippenberg, Dahlander, Haas, & George, 2015) in the investment decision-making of cross-border equity
crowdfunding investors. We thereby focus on examining how international investor attention affects cross-border
equity crowdfunding investments.

We build on the attention literature from finance and management to theorize how attention drives investments
in cross-border equity crowdfunding. First, building on research on the relevance of the attention received by invest-
ment opportunities for investment decisions in public stock markets (e.g., Barber & Odean, 2008; Chi &
Shanthikumar, 2017; Cziraki et al., 2021; Da et al., 2011; Mondria et al., 2010) and venture capital (VC; Jin, Wu, &
Hitt, 2017; Petkova, Rindova, & Gupta, 2013; Que & Zhang, 2021), we hypothesize that investor attention received
by an equity crowdfunding campaign abroad (controlling for investor attention in the home country) increases the
campaign's likelihood of receiving cross-border investments. Second, beyond overall campaign-level cross-border
investments, we further consider which cross-border investors invest in which campaigns. As a stricter test of the
attention mechanism, we hypothesize that international investor attention in a specific country drives investments
from cross-border investors in that country.?

In testing our hypotheses, we leverage a unique and comprehensive set of campaign-, investor-, and
investment-level data made available to us by the first equity crowdfunding platform in Europe to have begun cross-
border activity with a Markets in Financial Instruments Directive (MiFID) license (European Commission, 2017).
These data include 17,191 investments made in 187 campaigns conducted via the platform during the sample period
from 2012 to 2017. These include 1,469 cross-border equity crowdfunding investments (8.5% of all investments) in
135 campaigns made by investors from 64 countries worldwide in ventures located in the six European countries
served by the platform. The data show that cross-border funding had a decisive role in bringing campaigns to suc-
cess, as 40% of the successful campaigns would not have reached their funding targets without cross-border
investments.

We address the research question using three complementary empirical approaches to examine the predicted
mechanism of international investor attention driving cross-border investments. First, we conduct a campaign-level
analysis of the effect of international investor attention on the likelihood of campaigns receiving cross-border invest-
ments when controlling for domestic investor attention and other factors. Second, as a stricter test of the interna-
tional investor attention mechanism, we drill down to the campaigns that did attract cross-border investments
through a dyad-level case-control analysis (Kossinets & Watts, 2009; Meuleman et al, 2017; Sorenson &
Stuart, 2008; Zhelyazkov & Tatarynowicz, 2021) that allows us to analyze which cross-border investors invest in
which campaigns. In the tests of these hypotheses, the international attention mechanism is additionally identified
using causal mediation analysis (e.g., Imai, Keele, & Tingley, 2010) that pinpoints the role of international marketing
as an antecedent of international investor attention and international investor attention as a causal mechanism
through which international marketing leads to cross-border equity crowdfunding investments. Third, to gain qualita-
tive insights that can guide our argumentation and interpretation, we also conducted 51 interviews with equity
crowdfunding investors to determine their views on the role of investor attention in cross-border equity

crowdfunding.
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We find strong and consistent empirical support for our hypotheses and conclude that international investor

attention drives investments in cross-border equity crowdfunding. These findings highlight the important role that
international attention plays for international firms and investors (e.g., Bouquet & Birkinshaw, 2008; Bouquet, Morri-
son, & Birkinshaw, 2009; Chen, 2017; Cziraki et al., 2021; Mondria et al., 2010; Monteiro, 2015). Specifically, our
findings demonstrate the importance of international attention in the digital platform context of cross-border equity
crowdfunding. The effect size of international investor attention is significant, and our causal mediation analyses
demonstrate that economically significant increases in cross-border investments can be achieved even with relatively
modest international marketing efforts that drive international investor attention.

The paper makes two main contributions to the equity crowdfunding literature. First, we theorize and empiri-
cally demonstrate the effects of international investor attention on investment choices in cross-border equity
crowdfunding.® We extend the application of attention-based research to the equity crowdfunding context and
develop a new approach to measure asymmetric investor attention in a cross-border setting. Through several com-
plementary research designs, leveraging the asymmetric distribution of campaign attention across investor countries,
we are able to demonstrate the effects of international investor attention on cross-border equity crowdfunding
investments. These findings also have implications for the broader literature on investor attention, given that prior
research has focused on domestic settings (Cziraki et al., 2021). Second, this article makes an empirical contribution
to the equity crowdfunding literature, being the first to empirically examine the drivers of cross-border investments.
Given the increased digitalization and role of platforms in international entrepreneurship, these findings on equity
crowdfunding also have broader implications for research on the internationalization of ventures.

From a practical perspective, our findings demonstrate the value of ventures' international marketing and inter-
national investor attention in attracting cross-border investments on equity crowdfunding platforms. These insights
concerning the importance of capturing international investors' attention are relevant for fundraising ventures,
equity crowdfunding platforms, and policymakers in their efforts to facilitate cross-border investments through the

digitalized processes of equity crowdfunding platforms.

2 | LITERATURE REVIEW, THEORETICAL BACKGROUND, AND
HYPOTHESES

21 | Cross-border equity crowdfunding

Equity crowdfunding is a rapidly growing form of entrepreneurial finance that complements business angels, VC
investors, and other traditional forms of entrepreneurial finance (Block, Colombo, et al., 2018; Drover et al., 2017;
Hornuf & Schwienbacher, 2016; Vulkan, Astebro, & Sierra, 2016). Following the growth of the industry, scholarly
research on equity crowdfunding has rapidly developed, seeking to understand the antecedents (e.g., Ahlers,
Cumming, Glinther, & Schweizer, 2015; Bapna, 2019; Lukkarinen et al., 2016; Piva & Rossi-Lamastra, 2018;
Vismara, 2018; Walthoff-Borm, Schwienbacher, & Vanacker, 2018), outcomes (e.g., Blaseg, Cumming, &
Koetter, 2021; Hornuf, Schmitt, & Stenzhorn, 2018; Signori & Vismara, 2016, 2018; Walthoff-Borm, Vanacker, &
Collewaert, 2018), and contextual determinants (e.g., Estrin, Gozman, & Khavul, 2018; Hornuf, Schmitt, &
Stenzhorn, 2020; Hornuf & Schwienbacher, 2017; Kshetri, 2018) of equity crowdfunding investments.

Similar to early research on business angels and VC investments (for reviews, see, e.g., Harrison, 2017;
Maula, 2010; White & Dumay, 2017; Wright, Pruthi, & Lockett, 2005), most equity crowdfunding research to date
has focused on one country only without considering issues related to the internationalization of equity
crowdfunding (for a recent systematic review of equity crowdfunding literature, see, e.g., Mochkabadi &
Volkmann, 2020). Meanwhile, practitioners and policymakers have shown increasing interest in enabling equity
crowdfunding investments across national borders. While cross-border equity crowdfunding remains a new phenom-

enon (Delivorias, 2017; European Commission, 2016; Schwienbacher, 2019), activity is growing (Ziegler et al., 2019,
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2020), with recent policy initiatives in Europe aiming to facilitate the internationalization of the equity crowdfunding
market (European Commission, 2017, 2018). Many platforms have actively sought to internationalize by, for exam-
ple, acquiring a MiFID license to operate throughout Europe, establishing a presence in multiple countries organically
or through mergers, and/or localizing their websites in terms of language and currency for different target countries
(European Commission, 2017; Ziegler et al., 2020). Although a few recent studies and reports have started to con-
sider some antecedents of cross-border equity crowdfunding, such as regulation (Delivorias, 2017; European
Commission, 2017; Zetzsche & Preiner, 2018; Ziegler et al., 2020), the lack of theoretical understanding and empiri-
cal research on the drivers of cross-border equity crowdfunding investments remains an important gap in the exis-
ting research. This article posits that asymmetric investor attention offers a valuable theoretical perspective to
understand investment activity in cross-border equity crowdfunding.

2.2 | The importance of investor attention for cross-border investments

Given the limited cognitive capacity of humans, we do not incorporate all available information into our decision-
making. Instead, we make decisions based on information within our limited attention (Kahneman, 1973). As
observed by Simon (1957, p. 167), in our world, “...the scarce factor is attention.” Consequently, attention is a major
antecedent of choices and other outcomes in many theories that predict the behavior of individuals and firms. In
finance research, a growing stream of literature demonstrates that when more choices are available than what inves-
tors can fully analyze, attention is a key factor in investment choices (Barber & Odean, 2008; Cziraki et al., 2021; Da
et al., 2011; Que & Zhang, 2021; Ungeheuer, 2017). The importance of attention to investment decisions has
received strong empirical support in the context of public stock markets (e.g., Barber & Odean, 2008; Chemmanur &
Yan, 2019; Cziraki et al., 2021; Da et al., 2011; Madsen & Niessner, 2019), where investors are more likely to buy
stocks that have attracted their attention (Barber & Odean, 2008; Grullon, Kanatas, & Weston, 2004). For instance,
differences in the visibility of particular company events in the local media of different geographical areas have been
shown to have causal effects on differences in stock market investor reactions (Engelberg & Parsons, 2011). Simi-
larly, media attention before an initial public offering (IPO) has been shown to affect investor behavior and valuation
(Liu, Sherman, & Zhang, 2014).

The role of attention on behavior has also been identified in other domains of research. In marketing research,
attention has been shown to explain consumer choices (Treistman & Gregg, 1979; Zhang et al., 2009), and in organi-
zational research, the attention of key decision-makers has been found to drive firms' choices (Ocasio, 1997, 2011).
As information becomes increasingly available through electronic channels, the scarcity of attention rather than the
scarcity of information begins to become a bottleneck in decision-making (Haas et al., 2015; Hansen & Haas, 2001;
van Knippenberg et al., 2015). As noted by Simon (1971, p. 40), “...a wealth of information creates a poverty of
attention.”

As the scope of potential opportunities broadens from domestic to international, the number of opportunities
increases, and the constraining role of individuals' limited attention in choosing between opportunities also increases.
However, with a few exceptions—such as Bouquet and Birkinshaw (2008), who examine headquarters managers'
attention to foreign subsidiaries, and Mondria et al. (2010) and Chen (2017), who examine the effects of interna-
tional investor attention on public stock markets—prior research has not considered the role of attention in cross-
border settings. However, the implications of asymmetric attention (i.e., the differences in the attention a focal com-
pany receives across geographical areas) have recently started to receive scholarly attention (Cziraki et al., 2021),
paving the way for research on the effects of asymmetric international attention.

Thus, building on the attention research in finance and management, we consider the attention of prospective
cross-border investors and theorize that international investor attention is an important mechanism that facilitates
cross-border investments in equity crowdfunding. In the following section, we formulate two testable hypotheses on

the effects of international investor attention on cross-border equity crowdfunding investments.
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2.3 | International investor attention and cross-border equity crowdfunding
investments

Investor attention affects the identification of investment opportunities, as substantiated by previous firm-level stud-
ies on public stock markets (Cziraki et al., 2021; Engelberg & Parsons, 2011, Liu et al., 2014). We posit that investor
attention is particularly important in the context of private entrepreneurial firms, as it is more difficult for prospective
investors to identify investment opportunities in private firms than in publicly listed companies. For instance,
Petkova et al. (2013) found that the media attention of startups in industry media increased their level of VC funding.
Additionally, Jin et al. (2017) found evidence of the benefits of startups' social media visibility for attracting equity
investments. Most recently, Que and Zhang (2021) found that investor attention on a particular industry increased
venture capital valuations in that sector. We posit that in the crowdfunding setting, prospective contributors' atten-
tion to campaign evaluation is limited (Gafni, Marom, & Sade, 2019). As noted by Cummings et al. (2020) on the role
of investor attention in equity crowdfunding, “Communication between issuers and different investors is likely to scale
faster than the attention of investors, creating a surplus of information for crowdfunding participants to sift through.”
Investors' limited attention thus presents an important constraint in equity crowdfunding.

In equity crowdfunding in general (Cummings et al., 2020) and in a cross-border setting in particular, it can be
difficult for a campaign to stand out, making the attention it receives especially important for attracting investments.
Early studies on the role of attention in crowdfunding show that investor attention, as measured by campaigns' doc-
ument distinctiveness (Chan, Park, Huang, & Parhankangas, 2020), information content (Thapa, 2020), and social
media visibility (Liu, Cheng, & Wang, 2020; Ren, Raghupathi, & Raghupathi, 2020), is an important determinant of
campaign success.

We argue that international investor attention can be expected to play a particularly important role in cross-
border equity crowdfunding, as equity crowdfunding platforms bring together investors and ventures with few geo-
graphical limitations*; thus, they offer ventures abundant opportunities to gather international investments, provided
they can attract the attention of potential international investors to their specific campaign. Although the role of
international investor attention in cross-border equity crowdfunding has not yet been examined, the attention mech-
anism was highlighted by many of our interviewees, who stated that a key factor hindering them from making (more)
cross-border equity crowdfunding investments were that attractive opportunities had not entered their field of
attention: “There are so many options” and “I don't have enough time and interest to familiarize myself with all of
them.” Furthermore, the first studies on international stock market investing, although conducted at an aggregate
level of analysis, provide support for the effect of investors’ attention on international investments (Chen, 2017;
Mondria et al., 2010).

We consequently argue that international investor attention is an important mechanism driving cross-border
equity crowdfunding investments. This mechanism should lead international asymmetry in investor attention
(i.e., investor attention abroad when controlling for domestic attention) to be reflected in the cross-border invest-
ments received by equity crowdfunding campaigns. Therefore, we hypothesize that international investor attention,
as reflected in visits to the campaign page from abroad, positively affects cross-border investments in an equity

crowdfunding campaign. Hence,

Hypothesis 1 (H1). International investor attention has a positive effect on the likelihood of an equity

crowdfunding campaign receiving investments from abroad.

Although investor attention research has generally considered only the overall attention received by the focal
units of analysis (e.g., overall investor attention to a particular firm), it also matters who pays attention (Chi &
Shanthikumar, 2017; Cziraki et al., 2021). Investor attention is usually not distributed homogeneously across the
globe; there can be important geographic asymmetries in the distribution of attention. In the context of cross-border

equity crowdfunding, we posit that asymmetric distribution of international investor attention across countries



MAULA anp LUKKARINEN %gﬁggﬁmmm WILEY | 7

JOURNAL

affects the likelihood of investment by different potential international crowdfunding investors, thereby affecting
the resulting ownership structure and any related value-added support investors from different countries could pro-
vide (Dushnitsky & Zunino, 2019; Mikeld & Maula, 2005).

Therefore, switching our focus from a campaign-level analysis of international versus domestic investor atten-
tion (H1) to a dyadic investor-campaign level analysis, we next consider why a cross-border investment is made in a
campaign by one cross-border investor and not by others. That is, whereas H1 predicts the effects of international
(vs. domestic) attention on the likelihood of a campaign receiving cross-border investment(s), we next consider, con-
ditional on the campaign receiving cross-border investment(s), the effects of asymmetric international attention
(i.e., attention distribution across foreign countries) on the matching between equity crowdfunding campaigns and
cross-border equity crowdfunding investors (i.e., which cross-border investors invest in which campaigns).®

Based on the arguments concerning the limited attention of individual investors (Barber & Odean, 2008;
Kahneman, 1973) and the uneven geographic distribution of investor attention (Cziraki et al., 2021) that underlie the
posited international investor attention mechanism, we hypothesize at the dyadic level that international investor
attention from a particular country, as reflected in the visits on the focal equity crowdfunding campaign page from
that focal country, positively affects investment tie formation® between potential investors from that country and
the focal campaign. For instance, when a Finnish equity crowdfunding campaign has received greater investor atten-
tion in the UK than in Germany, this argued international investor attention mechanism would increase the likelihood
of potential UK cross-border investors making an investment in comparison to potential German cross-border equity
crowdfunding investors.

Thus, focusing on the distribution of international investor attention across different investor countries and its
effect on investment likelihood, we hypothesize that the attention attracted by a campaign in a foreign country
increases the likelihood of investments in the focal campaign by potential investors residing in that foreign country.

Hence,

Hypothesis 2 (H2). International investor attention to an equity crowdfunding campaign in the country of
a cross-border equity crowdfunding investor has a positive effect on the likelihood of an investment in the
campaign by that investor.

This dyadic hypothesis allows us to separately examine the attention the campaign received in different coun-
tries and how it affects investments from investors in those particular countries, and it helps us more cleanly disen-
tangle the overall international attention and attractiveness of a campaign from the attention received in investors'
respective countries. The dyadic hypothesis on the effect of international investor attention in different countries on
the likelihood of campaign investments by cross-border investors residing in those countries enables the full control
of campaign-level quality factors and serves as a more granular and stricter test of the international investor atten-
tion mechanism, thereby complementing the campaign-level hypothesis (H1) that focused on the effect of foreign

versus domestic attention on the likelihood of the campaign receiving cross-border investments.

3 | METHODS
3.1 | Data

In testing our hypotheses, we leverage unique cross-border equity crowdfunding data made available to us by a large
European equity crowdfunding platform: Invesdor. This empirical setting is particularly favorable for analyzing cross-
border equity crowdfunding investments for several reasons. First, Invesdor was the first recipient of the MiFID
license enabling Europe-wide cross-border equity crowdfunding (European Commission, 2017). Second, the focal

platform has been marketing its campaigns in several countries, thus facilitating awareness among prospective
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international investors. Third, the focal platform does not filter the campaigns shown on its landing page based on

the viewer's country (as is done by some platforms), enabling viewers from different countries to see the same cam-
paigns (on the focal platform's landing page, all the recent campaigns are visible independent of the viewer country).
Fourth, the focal platform is located in a country (Finland) that allows crowdfunding campaigns to be translated into
different languages, which is not the case in all countries (European Commission, 2017; Hervé, Manthé, Sannajust, &
Schwienbacher, 2019). The platform has utilized this opportunity by offering campaigns in multiple languages.
Finally, the platform has collected systematic and detailed data and has allowed us to access data that have not pre-
viously been used in equity crowdfunding research, such as Google Analytics statistics for each campaign in each
country and social media marketing data.

Our dataset consists of campaign-, investor-, and investment-level data. Leveraging all the data available from
the platform by the end of our sample period in September 2017, our analyses are based on a sample of 1,469 cross-
border and 15,722 domestic equity crowdfunding investments made in ventures located in all six countries covered
by the platform during the sample period (Denmark, Estonia, Finland, Norway, Sweden, and the United Kingdom) by
investors from 64 countries worldwide during the 2012-2017 period. The 1,469 cross-border investments represent
8.5% of the 17,191 equity crowdfunding investments in our dataset. These 1,469 cross-border investments are
made in 135 equity crowdfunding campaigns that received at least one cross-border investment (of 187 equity
crowdfunding campaigns in the dataset). In campaigns receiving cross-border investments, the number of cross-
border investments varies between 1 and 197 (mean 10.9 and median 6 per campaign). Table 1 lists the sources and
destinations of the investments in our sample based on investment counts. In our sample, the most common destina-
tion countries (i.e., venture countries) are Finland, the United Kingdom, and Norway. The most common cross-border
investor source countries are Germany, Finland, Sweden, and the United Kingdom. The platform-sourced data are
combined with other sources of data, including Google Analytics, to measure the attention the campaigns have

received in each investor country.

3.2 | Variables

The main variables for our campaign-level analysis (H1) are described in what follows.

Dependent variable: Cross-border investments. To explain the drivers of cross-border investments at the campaign
level, we use a dependent variable that takes a value of 1 for campaigns that received investments from abroad and
0 for campaigns that only received investments from the venture country. In robustness tests, we also use alterna-
tive measures, including the count of cross-border investments made in the campaign, the volume of cross-border
investments (a natural logarithm of Euros +1), the share of cross-border investors, and the share of cross-border
investment volume.

Independent variable: Campaign views abroad is a Google Analytics-based measure of the number of unique page
views received by the equity crowdfunding campaign main page outside the fundraising company's home country.
Campaign views abroad are a novel measure of the number of potential investors who have become aware of and
paid attention to the focal campaign abroad. Although Google Analytics provides useful measures of attention
(Ledford, Teixeira, & Tyler, 2010), its use in attention research has thus far been limited to very few papers
(e.g., Courtney, Dutta, & Li, 2017). A logarithmic transformation is applied.

Control variables. Given our focus on the effects of international investor attention on cross-border investments,
to disentangle the effects of international investor attention from campaign quality signals, we control for campaign
domestic views. Furthermore, based on prior literature on equity crowdfunding investment drivers (e.g., Block,
Hornuf, & Moritz, 2018; Guenther, Johan, & Schweizer, 2018; Lukkarinen et al., 2016; Mochkabadi &
Volkmann, 2020; Piva & Rossi-Lamastra, 2018; Vismara, 2016, 2018), we add several other campaign and venture-
level control variables. These include variables for campaign updates and posts (Block, Hornuf, & Moritz, 2018;

Kleinert & Volkmann, 2019). We use the venture team size to control for human capital signals (Ralcheva &
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TABLE 1 Source and destination countries of equity crowdfunding investments in the sample

Venture country

Investor country Finland United Kingdom Norway Sweden Denmark Estonia Cross-border Domestic Total

Germany 197 5 11 0 1 0 214 0 214
Finland 15,336 51 95 18 6 7 177 15,336 15,513
Sweden 120 1 10 40 0 0 131 40 171
United Kingdom 86 122 3 0 0 1 90 122 212
Estonia 74 (0] 2 1 0 0 77 0 77
Norway 43 29 215 3 1 0 76 215 291
Netherlands 61 3 5 1 1 0 71 0 71
Denmark 54 2 7 0 9 0 63 9 72
Switzerland 45 6 0 0 0 0 51 0 51
United States 41 4 1 0 0 0 46 0 46
Italy 29 7 1 0 0 0 37 0 37
Gibraltar (0] 33 0 0 0 0 33 0 33
Belgium 30 (0] 0 0 0 0 30 0 30
Austria 24 4 1 0 0 0 29 0 29
Singapore 23 4 0 0 0 0 27 0 27
France 22 4 0 0 0 0 26 0 26
Australia 22 3 0 0 0 0 25 0 25
Spain 20 2 2 0 0 0 24 0 24
United Arab Emirates 16 0 2 1 0 0 19 0 19
Slovakia 14 4 0 0 0 0 18 0 18
Israel 15 0 0 0 0 0 15 0 15
Portugal 14 0 0 0 0 0 14 0 14
Saudi Arabia 11 2 1 0 0 0 14 0 14
Hong Kong 11 1 0 0 0 0 12 0 12
Poland 11 (0] 0 0 0 0 11 0 11
Canada 9 1 0 0 0 0 10 0 10
Russia 10 0 0 0 0 0 10 0 10
Cyprus 8 (0] 1 0 0 0 9 0 9
Czech Republic 8 0 1 0 0 0 9 0 9
Luxembourg 9 0 0 0 0 0 9 0 9
India 7 1 0 0 0 0 8 0 8
Ireland 3 4 1 0 0 0 8 0 8
Malta 7 0 0 0 0 0 7 0 7
Brazil 5 (0] 0 0 0 0 5 0 5
Hungary 5 0 0 0 0 0 5 0 5
Japan 5 0 0 0 0 0 5 0 5
Turkey 5 (0] 0 0 0 0 5 0 5
Other countries 38 8 2 1 0 0 49 0 49
Cross-border 1,102 179 146 25 9 8 1,469
Domestic 15336 122 215 40 9 0 15,722
Total 16,438 301 361 65 18 8 1,469 15,722 17,191

Note: Investor countries with a minimum of five equity crowdfunding investments in the sample are listed in the table.
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Roosenboom, 2020; Vismara, 2016, 2018). Regarding other signaling factors, we control for the existence of profes-

sional investors (VC funds or business angels; Kleinert, Volkmann, & Griinhagen, 2020; Wang, Mahmood, Sismeiro, &
Vulkan, 2019), the share of equity invested by external investors (Ralcheva & Roosenboom, 2020), the campaign's mini-
mum funding target, and the minimum investment size accepted in the campaign (Lukkarinen et al., 2016). We also
control for foreign team members and campaign translations. Finally, we include the venture stage (the growth stage
vs. the seed or early stage) and dummies for the venture industry and campaign year. The full list of variables and their
definitions are provided in Table 2.

The variables for our investment-level dyadic analysis (i.e., which cross-border investor invests in which cam-
paign, H2) are described as follows.

Dependent variable: Cross-border investment tie. To explain the formation of investment ties in the dyadic analy-
sis, we create a dependent variable that takes a value of 1 when a cross-border investment tie between a particular
investor and a particular equity crowdfunding campaign is realized. As in other related tie formation studies using
dyadic research designs (e.g., Guenther et al., 2018; Gulati & Gargiulo, 1999; Lin & Viswanathan, 2016; Meuleman
et al., 2017; Podolny, 1994; Sorenson & Stuart, 2001, 2008), the dependent variable takes a value of O for unrealized
ties (i.e., potential cross-border equity crowdfunding investments that did not materialize).

Independent variable: Campaign views in investor country is a Google Analytics-based measure of the number of
unique page views received by the campaign main page in the home country of the potential investor. In the absence
of investor-level measures of attention, previous research on investor attention has used proxy measures based on
web searches or website traffic (e.g., Da et al., 2011; Jin et al., 2017), which could not distinguish investor attention
from different countries. Our approach is unique and valuable because it allows the measurement of investor atten-
tion separately for each equity crowdfunding campaign in each country.” A logarithmic transformation is applied.

The control variable for the co-nationality of venture team member(s) with investors was measured as a dummy vari-
able taking a value of 1 if one or more of the venture team members are nationals of the potential investor and O oth-
erwise.® Investors' nationalities were sourced from the user database of the focal platform. Team members'
nationalities were sourced primarily from the campaign websites.”

Control variables for distance. We include four variables to control for the possible effects of distance on cross-
border investment tie formation. Geographic distance was measured as a natural logarithm of the geographic distance
in kilometers between the town of the venture headquarters and the investor's home town (e.g., Guenther
et al., 2018; Malhotra & Gaur, 2014; Ragozzino, 2009). Institutional distance was measured using differences in the
regulatory institutions of the venture's home country and that of the potential investor (Berkowitz et al., 2003;
Cumming et al., 2010; Tykvova & Schertler, 2014), with alternative operationalizations tested in the robustness ana-
lyses (Appendix). Cultural distance was measured using a symmetric approach described in Yeganeh (2014) based on
Hofstede's measures (Hofstede, 2001; Kogut & Singh, 1988).1° An alternative asymmetric measure operationalized
by Yeganeh (2014) was tested in the robustness analyses (Appendix). Linguistic distance was measured using the lin-
guistic distance index developed by Melitz and Toubal (2014). We tested alternatives in the robustness analyses
(Appendix).

Other control variables. We include a number of other control variables to control for the characteristics of the
potential investors, including investor type (investing as a private person or through a legal entity, which we use as
an indicator of investors' level of professionalism) (Lin, Sias, & Wei, 2017), gender (Hervé et al., 2019; Mohammadi &
Shafi, 2018), age (Hervé et al., 2019), and the number of investments the investor has made via the focal equity
crowdfunding platform (Hervé et al., 2019) before the investment at hand. Importantly, the conditional (fixed effects)
logit model we use in our dyadic analyses (described below) includes fixed effects for each investment, thereby
effectively controlling for all investment-, campaign-, venture country-, and year-level unobserved heterogeneity,
including the experience, capabilities, and social capital of the venture team (Ahlers et al., 2015; Bapna, 2019; Block,
Hornuf, & Moritz, 2018; Lukkarinen et al., 2016; Ralcheva & Roosenboom, 2020; Vismara, 2016, 2018), financial
information and the riskiness of the venture (Ahlers et al., 2015; Lukkarinen et al., 2016), campaign characteristics
(Astebro, Fernandez Sierra, Lovo, & Vulkan, 2017; Block, Hornuf, & Moritz, 2018; Hornuf & Schwienbacher, 2018;
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TABLE 2 Variable descriptions

Variable Description
Campaign level analysis
Dependent variable

Cross-border investments ~ Main measure: Dummy valued 1 if cross-border investments made in the campaign; O
otherwise
Alternative measures in Table 5, Model 3: A count of cross-border investments made in
the campaign; Model 4: the volume of cross-border investments (a natural logarithm of
Euros +1); Model 5: the share of cross-border investors; and Model 6: the share of
cross-border investment volume

Independent variable

H1: Campaign views abroad Natural logarithm of the total number of unique page views +1 received by the campaign
main page outside the venture country

Control variables

Campaign domestic views  Natural logarithm of the total number of unique page views +1 received by the campaign
main page in the venture country

Campaign updates Natural logarithm of the number of times updates (e.g., mention of venture in the news)
were posted under the “Updates” title of the campaign page during the campaign +1

Campaign posts Natural logarithm of the number of items (questions, answers, or comments) posted on the
discussion forum of the campaign +1

Campaign team size Natural logarithm of the number of venture team members shown on the campaign front
page +1
Campaign existing Dummy valued 1 if the campaign page indicates that a VC fund or a business angel has
professional investors invested or is investing in the venture; O otherwise
Campaign external External investment's share of the total amount invested in the campaign; reflects the
investments level of participation of the entrepreneur's close network or professional investors

Campaign funding target Natural logarithm of the minimum amount of investments in Euros required for the
campaign to become successful +1

Campaign minimum Natural logarithm of the minimum investment in Euros accepted in the campaign +1
investment
Campaign growth stage Dummy valued 1 if the venture's revenues for the fiscal year preceding the campaign

exceeded 500 thousand Euros; O otherwise

Campaign industry dummies Venture's industry using an eight-industry categorization developed based on the focal
Campaign year dummies platform's own categorization
Year when the campaign closed; 2012-2013 as the base category; dummies for 2014,
2015, 2016, and 2017

Campaign team foreign Dummy valued O if all venture team members are nationals of the venture country; 1
nationals otherwise

Campaign foreign language Dummy valued O if the campaign page is only available in the official language(s) of the
translations venture country; 1 otherwise

Campaign foreign marketing Sum of focal platform campaign marketing spending in countries other than the venture
country via Facebook ads; excludes retargeting marketing to people who have already
visited the campaign page (a natural logarithm +1)

Dyadic analysis
Dependent variable

Cross-border investment tie Dummy valued 1 if a cross-border investment tie between a particular investor and a
particular equity crowdfunding campaign is realized; O otherwise

(Continues)
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TABLE 2 (Continued)

Variable
Independent variable

H2: Campaign views in
investor country

Control variables

Description

Natural logarithm of the number of unique page views +1 received by the campaign main
page in the investor's country of residence

Investor-team co-nationality Dummy valued 1 if at least one venture team member has the same nationality as the

Geographic distance

Institutional distance

Cultural distance

Linguistic distance

Investor type

Investor gender
Investor age

Investor prior
investments

Inverse Mills ratio

Campaign marketing in
investor country

investor; O otherwise

Natural logarithm of distance in kilometers between venture headquarters town and
investor town of residence +1

Main measure: differences in the regulatory institutions of venture country and investor
country using an absolute value of the differences in the legality indices of the target
and source countries (Berkowitz, Pistor, & Richard, 2003; Cumming, Schmidt, &

Walz, 2010; Tykvova & Schertler, 2014)

Alternative asymmetric measure in Table A1, Model 2: investor country legality index—
venture country legality index (Berkowitz et al., 2003; Cumming et al., 2010)

Alternative measure in Table A1, Model 3: a broad measure of institutional distances
developed and reported in Witt et al. (2018)

Main measure: symmetric cultural distance (Hofstede, 2001; Yeganeh, 2014)
Alternative measure in Table A1, Model 2: asymmetric cultural distance (Hofstede, 2001,
Yeganeh, 2014)

Main measure: linguistic distance index developed and reported in Melitz and
Toubal (2014)

Alternative measure in Table A1, Model 4: linguistic distance index (Melitz & Toubal, 2014)
with lexicon-based language similarity replaced by grammatical proximity (Eronen,
Lukkarinen, & Seppala, 2017)

Dummy valued 1 if investor invests as a company or other organization; O if as a private
person

Dummy valued 1 if investor's likely gender based on first name is female; O if male
Investor's age in years at the time of the investment opportunity

Natural logarithm of the number of investments the investor has made via the focal
platform before the focal cross-border investment +1

Calculated based on Table 5, Model 1, which is a campaign-level probit model explaining
the presence of cross-border investors in a campaign

Sum of focal platform marketing spending in the investor country via Facebook ads;
excludes retargeting marketing to people who have already visited the campaign page (a
natural logarithm +1).

Kleinert et al., 2020; Kleinert & Volkmann, 2019; Mahmood, Luffarelli, & Mukesh, 2019; Vismara, 2018; Wang
et al,, 2019), market attractiveness (Lukkarinen et al., 2016; Shafi, 2021), and the venture country's legal institutions

(Hornuf & Schwienbacher, 2017). Table 2 provides a comprehensive list of variables and their descriptions.

3.3 | Model specification

In our campaign-level analyses explaining the likelihood of cross-border investments, we employ a probit model and

a linear probability model (LPM). In the robustness analyses explaining the count of cross-border investments, we

employ Poisson regression with robust standard errors. For the supplementary analyses on the volume and share of
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cross-border investments, we use OLS and fractional response regression. Finally, to pinpoint the international atten-
tion mechanism, we employ mediation analysis using generalized structural equation modeling (Aguinis, Edwards, &
Bradley, 2017; Stata, 2021c) and causal mediation analysis (e.g., Hicks & Tingley, 2011; Imai et al., 2010).

In our main dyadic analyses of the formation of cross-border equity crowdfunding investment ties, we employ condi-
tional logit regression (equivalent to fixed-effects logistic regression, see “clogit” in Stata (2021a)), which has been found
to suit the analysis of tie formation in social networks using research designs that contrast realized ties with counterfac-
tual potential ties (i.e., a case-control design; e.g., Collet & Hedstrém, 2013; Sorenson & Stuart, 2008). Conditional logit
regression has been used similarly in studies of tie formation in other forms of entrepreneurial finance (e.g., Meuleman
et al., 2017; Sorenson & Stuart, 2001, 2008; Tykvova & Schertler, 2014; Zhelyazkov, 2018; Zhelyazkov &
Tatarynowicz, 2021) as well as in studies of location choice in international business (e.g., Buckley, Chen, Clegg, &
Voss, 2018; Zaheer, Lamin, & Subramani, 2009). Given the very large number of potential investment ties among the
1,055 cross-border investors and the 1,469 cross-border investments in our sample, for each realized tie (cross-border
equity crowdfunding investment), we randomly sample 10 controls in the main analyses (Sorenson & Stuart, 2008;
Zhelyazkov & Tatarynowicz, 2021), that is, potential cross-border equity crowdfunding investments that were not made.
We sampled these counterfactuals from among potential ties between campaigns that raised cross-border equity
crowdfunding and investors who made cross-border equity crowdfunding investments during the year of the campaign.
Alternative approaches were tested in the robustness analyses (Appendix). In addition to avoiding problems stemming
from sampling the same equity crowdfunding campaigns many times (for each potential campaign-investor dyad in which
they are involved), this investment-level case-control research design (with standard errors clustered at the campaign
level) has several other advantages (Zhelyazkov & Tatarynowicz, 2021), including fixed effects that control for

investment-, campaign-, venture country-, and year-level unobserved heterogeneity.

4 | RESULTS
4.1 | Descriptive statistics and correlations

Table 3 reports descriptive statistics and correlations for the sample used in the campaign-level regression analyses
of 187 equity crowdfunding campaigns, of which 135 received cross-border investments. Cross-border investments
were relevant, as our additional descriptive analysis of the 187 campaigns shows that only 57 campaigns (30.5%)
became successful without cross-border funding, with 130 of the campaigns (69.5%) needing additional funding to
reach the minimum fundraising target. Of the 95 successful campaigns, 38 (40.0%) would not have reached their
funding target without receiving cross-border funding.

Table 4 reports the descriptive statistics for the dyadic analyses of cross-border tie formation. This sample ini-
tially includes all 1,469 cross-border equity crowdfunding investments available in our dataset of 135 campaigns that
received cross-border investments, as well as ten controls (unrealized potential investment ties) for each case (real-
ized investment ties), resulting in 16,159 (=(1 + 10)*1,469) observations of potential cross-border equity
crowdfunding ties. Given some missing data, the final sample used in the main dyadic analyses consists of 978 cross-
border investments and 8,035 observations with complete information. The correlations are generally low, which
suggests that multicollinearity should not cause problems in our analyses. Low multicollinearity is also indicated by

low variance inflation factor (VIF) values.

4.2 | Campaign-level analysis of cross-border investments

Table 5 presents the results of the campaign-level analysis. Model 1 reports the results of the probit analysis on the

likelihood of an equity crowdfunding campaign receiving cross-border investments. Hypothesis 1 received strong
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support (p = .01). Model 2 replicates the analysis using a linear probability model (LPM) approach with consistent

results. As a supplementary analysis, we explain the count of cross-border investments using Poisson regression with
robust standard errors (Model 3). Furthermore, as additional robustness analyses, we explain the volume (i.e., total
monetary value) of cross-border investments using OLS regression (Model 4) and the share of cross-border investors
(Model 5), and the share of cross-border investment volume (Model 6) using fractional response regression.

Finally, to pinpoint the hypothesized international attention mechanism, in Models 7 and 8, we estimate media-
tion models (Aguinis et al., 2017), in which campaign foreign marketing spending explains the campaign views
abroad, which subsequently influence cross-border investments.’* The mediation effect in which campaign views
abroad mediates the effect of foreign marketing on cross-border investments provides additional evidence of the
proposed international attention mechanism and helps distinguish it from other potential mechanisms.? Given the
binary and count-dependent variables in these models, they were estimated using generalized structural equation
models (GSEM), with cross-border marketing being a strong predictor of campaign cross-border views. Although we
predicted full mediation (i.e., foreign marketing was predicted to have an effect only through campaign views), the
direct effect of foreign marketing on cross-border investments was included in the reported models to enable the
analysis of the magnitude of the mediation effect. In all the models we tested, the direct effect was nonsignificant,
and the share of indirect effects (i.e., mediation effect) estimated with and without bootstrapping was 28% or more
for Model 7 and 99% or more for Model 8, suggesting that the effects of foreign marketing are largely mediated
through international attention. In addition, in Models 9 and 10, causal mediation analyses (Imai et al., 2010)
implemented using the mediation module for Stata by Hicks and Tingley (2011) produced similar results of significant
mediation of the effect of foreign marketing on cross-border investments by campaign views abroad (28.5% media-
tion for the likelihood of cross-border investments and 74.8% for the count of cross-border investments), thus
supporting the predicted international investor attention mechanism.

Overall, H1 (international campaign attention) receives strong support in Models 1-10 and in numerous
unreported robustness tests we conducted. In addition to high statistical significance (p < .01 in two-tailed tests), the
effect sizes are quite significant in practice. In the main model (Model 1 in Table 5), the coefficient of 0.47 (with the
number of campaign views abroad measured as a natural logarithm) means that the effect on the odds of cross-
border investment tie formation is exp(0.47) = 1.60 multiplier for the base rate, meaning that tripling the absolute
number of page views abroad (mean 1,312 views) increases the odds of cross-border investment(s) by more than
60%. Alternatively (e.g., Greene, 2012; Hoetker, 2007), the average marginal effect of 0.087 (based on Model 1 in
Table 5 with N = 187 and 135 campaigns with cross-border investments) suggests a 12% increase in the base rate
of 0.72% in this model (0.087/(135/187) = 12%) for an increase of exp(1) = 2.718 times the campaign page views in
the country of a potential cross-border investor. Alternatively, a linear probability model (LPM) approach
(e.g., Angrist & Pischke, 2009; Wooldridge, 2015, p. 227; Zhelyazkov & Tatarynowicz, 2021) with the resulting coef-
ficient of 0.12 in Model 2 in Table 5 (with 135 campaigns with realized cross-border ties of 187 campaigns) suggests
that a one-unit increase in the logged number of views (or approximately tripling the number of absolute views)
increases the probability of cross-border investments on average by 17% relative to the base rate in the model
(i.e., 0.12/(135/187) = 17% improvement relative to the base rate). Overall, when examining the effect of the abso-
lute values of campaign views abroad using Stata's marginscontplot2 module (Royston, 2018), the average marginal
effects estimated based on Model 1 in Table 5 suggest that moving from O views to the sample maximum of 13,265
views could increase the probability of cross-border investment(s) in this sample from close to 0% to approximately
100% (Figure 1 below), with a relatively small number of page views abroad leading to a very high likelihood of inter-
national investment(s). In addition, the average marginal effect of 5.70 (based on Model 3 in Table 5) of foreign cam-
paign views on the count of cross-border investments suggests a 73% increase in the mean 7.85 cross-border
investments per campaign in this model (5.70/(7.85) = 73%) for an increase of exp(1) = 2.718 times the campaign
page views abroad. Figure 1 below illustrates the effect of the absolute number of campaign views abroad on the
count of cross-border investments.
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FIGURE 1 Predictive margins with 95% confidence intervals for H1 on international investor attention on cross-
border investment(s) in campaign

4.3 | Dyadic analysis of cross-border equity crowdfunding investment tie formation

Table 6 reports the results of the dyadic investment level analysis of the effects of international investor attention in
the investor country on cross-border investment tie formation predicted in H2. The main Models 1-2 employ condi-
tional logit regression. First, Model 1 reports the results of the baseline model with control variables only. Model
2 adds investor attention in the investor country to test H2, which receives strong support. In addition to high statis-
tical significance (p < .01 in two-tailed tests for both H2), the effect size is quite significant in practice. We interpret
the effect size using the odds ratios, the average marginal effects from a traditional logit model, and the linear proba-
bility model (LPM) approach (e.g., Angrist & Pischke, 2009; Wooldridge, 2015, p. 227) after reporting these and other
robustness tests. Regarding the control variables, it is worth noting that the co-nationality of venture team members
with an investor has a consistently strong positive effect and that none of the distance variables are statistically
significant.

Regarding the robustness analyses, Model 3 replicates the main dyadic model (Model 2) using standard logit
regression with additional campaign-level control variables that are constant within the investment-level groups and
therefore purged from the conditional logit (i.e., fixed effects logit) models. The substantive findings remain the same:
H2 is significant and positive with quite similar coefficients as in the main dyadic model. Model 4 repeats Model
3 using all potential controls for each case, with the findings and coefficients remaining almost identical.

Model 5 is a linear probability model (LPM), which results in consistent hypothesis test results but different coef-
ficients due to the additive linear model and a small base rate of tie formation (based on a closer inspection of our
effect size interpretation below, the effect sizes are comparable to other interpretation approaches).

In Model 6, we consider the fact that the dyadic analyses of cross-border tie formation focus on campaigns that
raise at least one cross-border investment. Although any campaign-level sample selection bias (unobserved hetero-
geneity) would be constant across cases and controls, and therefore controlled for by the investment-level condi-

tional logit (i.e., fixed effects logit) specification, we also ran an analysis as a two-step Heckman-type analysis. In this
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analysis, we used the probit model of the campaign-level analysis (Table 5, Model 1) to calculate the inverse Mills

ratio, which was included in the second-stage model (Table 6, Model 6), which is otherwise equivalent to Model 3 in
Table 6. The inclusion of the inverse Mill's ratio does not affect the coefficient or significance for H2. In this two-
stage model, all the hypotheses are tested simultaneously, with the first stage explaining the effects of attention on
the likelihood of a campaign receiving cross-border investment(s) (H1) and the second stage, conditional on the cam-
paign receiving cross-border investment(s), explaining the effect of asymmetric international attention on which
investor invests in which campaign (H2).

Finally, we assess the role of campaign marketing and consider the possibility that campaign attention in the
investor country could be endogenous. In Model 7, we estimate an extended probit regression (eprobit in Stata 17;
Stata, 2021b), in which we use the campaign's Facebook marketing spending in the investor country to predict cam-
paign views there. This effect is positive and significant: country-focused crowdfunding campaign marketing affects
investor attention in the country (p < .01 in Model 7). However, the finding concerning H2 remains statistically sig-
nificant: attention still affects tie formation. In Model 8, we replicate this model using structural equation modeling
estimated with Stata's gsem command (generalized SEM) that allows binary dependent variables. The findings remain
unchanged and practically identical to those of Model 4. Furthermore, the effect of campaign marketing in the inves-
tor country on cross-border investment is nearly fully mediated (70.0%) by campaign views in that country, providing
additional evidence for the international attention mechanism. In a bootstrap analysis with 1,000 iterations, the
mediation effect remained positive at the 95% confidence interval. In Model 9, we implemented causal mediation
analysis (Imai et al., 2010) using the mediation module for Stata by Hicks and Tingley (2011). This analysis resulted in
similar conclusions of near full mediation (59.6%) of the effect of foreign campaign marketing in the investor country
on cross-border investment tie formation by campaign views abroad, thus supporting the predicted international
investor attention mechanism.*®

Overall, the robustness tests resulted in consistent robust evidence supporting H2, showing the positive effects
of investor attention in the investor country and on investment tie formation in cross-border equity crowdfunding.

Regarding the effect size of international investor attention in the country of a potential investor (H2), in the
main model (Model 2 in Table 6), the coefficient of 0.38 (with the number of campaign views in a country measured
as a natural logarithm) indicates the effect on the odds of cross-border investment tie formation is exp(0.38) = 1.46
multiplier for the base rate, indicating that tripling the absolute number of page views in the country of a potential
cross-border investor increases the odds of investment by nearly 50%.

The interpretation of the effect sizes based on average marginal effects and the LPM approach point to similar
conclusions. First, considering the average marginal effects (e.g., Greene, 2012; Hoetker, 2007), the average marginal
effect of 0.0013 (based on Model 4 in Table 6 with N = 254,275 and 985 realized cross-border deals) suggests a
greater than 30% increase in the base rate of 0.39% in this model (0.0013/(985/254,275) = 34%) for an increase of
exp(1) = 2.718 times the campaign page views in the country of a potential cross-border investor. Alternatively, a lin-
ear probability model (LPM) approach (e.g., Angrist & Pischke, 2009; Wooldridge, 2015, p. 227; Zhelyazkov &
Tatarynowicz, 2021) with the resulting coefficient of 0.001129 in Model 5 in Table 6 (with 985 realized cross-border
ties of 254,275 potential ties) suggests that a unit increase in the logged number of views (or approximately tripling
the number of absolute views) increases the probability of cross-border tie formation on average by almost 30% rela-
tive to the base rate in the model (i.e., 0.0011/(985/254,275) = 29% improvement relative to the base rate). Overall,
when examining the effect of the absolute values of campaign views in the investor country using Stata's mar-
ginscontplot2 module (Royston, 2018), the average marginal effects estimated based on Model 4 in Table 6 suggest
that moving from O views to the sample maximum of 4,970 views could increase the probability of cross-border tie
formation for any campaign-investor dyad in this sample from close to 0% to approximately 1.4% (Figure 2).

With all three interpretation approaches, the effects appear economically quite significant for reasonable
changes in the values of the independent variable for H2. However, given the nature of this dyadic analysis to

explain the effects of international investor attention on matching with one potential cross-border investor instead
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FIGURE 2 Predictive margins with 95% confidence intervals for Hypothesis 2 on international investor attention
in investor countries and cross-border investment tie formation

of others, we believe the most meaningful interpretation is based on the odds values (i.e., the multiplier effects on

the base rates).

5 | DISCUSSION AND CONCLUSIONS

In this article, we set out to examine the role of international investor attention as a driver of cross-border equity
crowdfunding investments. Cross-border equity crowdfunding is a novel phenomenon at the intersection of entre-
preneurial finance and international entrepreneurship, rendered particularly interesting by the central role of digital
platforms that help connect geographically dispersed entrepreneurs and investors (Nambisan et al., 2019). Despite
its nascent stage, cross-border equity crowdfunding is important; 40% of the successful campaigns in our sample
would not have made it without cross-border funding. In this first empirical study examining the drivers of cross-
border equity crowdfunding, we focused on the role of international investor attention as a key constraining factor
when individuals are facing large volumes of information about a vast number of international investment opportuni-
ties through digital platforms (Haas et al., 2015; Hansen & Haas, 2001; van Knippenberg et al., 2015). As noted by
Cummings et al. (2020), “Equity crowdfunding provides a context to develop theories for a world in which the scarce fac-
tor is attention.”

In testing our hypotheses on the effect of international investor attention on cross-border equity crowdfunding,
we leveraged unique data made available to us by a forerunner in international equity crowdfunding. Using comple-
mentary research designs, we first found in our campaign-level analysis that international investor attention had a
significant positive effect on cross-border investments in equity crowdfunding campaigns. Second, in our dyadic
investment-level analyses of cross-border investments, we found that investor attention in any particular foreign
investor country has a strong positive effect on cross-border investment tie formation between campaigns and

cross-border investors from that country. These findings concerning the effects of international investor attention



24_|_W[ LEY MAULA anb LUKKARINEN

are novel both in the equity crowdfunding context broader literature on investor attention (Cziraki et al., 2021). In

addition, the mediation analyses that we designed ex-post to further disentangle the international investor attention
mechanism from alternative mechanisms (and which we therefore did not ex-ante hypothesize) show that interna-
tional investor attention largely mediates the effects of foreign campaign marketing on cross-border investments. In
addition to providing additional evidence of the predicted international investor attention mechanism, these findings
are also consistent with prior research on positive short-term effects of marketing on investor attention (Focke
et al., 2020; Madsen & Niessner, 2019) and are novel in the context of cross-border equity crowdfunding.

The results concerning our control variables suggest that entrepreneur-investor co-nationality (Iriyama, Li, &
Madhavan, 2010; Zhang et al., 2016) is also an important driver of cross-border equity crowdfunding investments.
Interestingly, national distance dimensions (geographic, institutional, cultural, and linguistic distance) had very limited
effects on cross-border equity investors' investment choices. These results are in line with similar findings by
Guenther et al. (2018) and Hornuf et al. (2020) concerning geographic distance and extend their findings by also
incorporating institutional, cultural, and linguistic distance.

The present study contributes to the equity crowdfunding literature, with implications for the broader literature
on investor attention and international entrepreneurial finance and entrepreneurship. Our findings on the effects of
international investor attention on cross-border equity crowdfunding are novel because, to the best of our knowl-
edge, the attention received by target ventures in investor countries has not been previously studied in the context
of international entrepreneurial finance. Existing research on the effects of investor attention has largely focused on
public stock markets and domestic settings (e.g., Barber & Odean, 2008; Chi & Shanthikumar, 2017; Cziraki
et al.,, 2021; Da et al., 2011; Jin et al., 2017; Petkova et al., 2013) or has been conducted as an aggregated country-
level analysis (Mondria et al., 2010) or focusing on a limited number of stock indices (Chen, 2017). Using country-
level Google Analytics data collected separately for each crowdfunding campaign, we developed a crowdfunding
campaign-level international investor attention measure for all potential countries, which was found to be an impor-
tant determinant of tie formation in cross-border equity crowdfunding. Such international attention measures based
on Google Analytics data could also have potential in many other contexts of international entrepreneurship
research, given the theoretical foundations and our strong and robust results.

The findings on the drivers of cross-border equity crowdfunding investments also have important practical impli-
cations. First, they lend support to the recent actions of policymakers to facilitate cross-border equity crowdfunding
in the European Union (e.g., European Commission, 2018). Second, the findings on the importance of international
investor attention in explaining cross-border investment tie formation offer practical suggestions for fundraising ven-
tures and equity crowdfunding platforms for attracting investments from cross-border investors by increasing inter-
national investor attention through, for instance, social media (Jin et al., 2017; Paniagua, Korzynski, & Mas-
Tur, 2017). Although investment ties in equity crowdfunding are qualitatively different compared to investment ties
in venture capital (e.g., in VC, one or a few investors typically invest millions of euros or dollars, whereas, in equity
crowdfunding, a large number of investors invest smaller sums; Block, Colombo, et al., 2018; Dushnitsky &
Zunino, 2019), equity crowdfunding investors can nonetheless affect the development of the portfolio companies.
For instance, while the role of an individual crowdfunding investor is weaker than that of a typical venture capital
investor, collectively they may have significant effects, for example, through contacts, feedback, market validation,
and word-of-mouth (Dushnitsky & Zunino, 2019; Stanko & Henard, 2017; Wald, Holmesland, & Efrat, 2019;
Walthoff-Borm, Vanacker, & Collewaert, 2018). Although not yet studied, and therefore a topic for future research,
in the cross-border context, foreign equity crowdfunding investors could potentially improve market understanding,
open doors, improve visibility, and create market demand in their home markets, and thereby facilitate the interna-
tional expansion to their home markets, to some extent similarly as their cross-border VC counterparts
(e.g., Fernhaber & McDougall-Covin, 2009; Jaiskeldinen & Maula, 2014; Makeld & Maula, 2005). Additionally, for
equity crowdfunding platforms, our findings imply that international crowdfunding platforms could improve their
roles as active intermediaries (Cumming & Johan, 2017; Cumming & Zhang, 2018; Rossi & Vismara, 2018) and

increase attention from international investors by actively promoting campaigns internationally.
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This study has some natural limitations that lead to opportunities for further research. First, while our study
employed several complementary approaches to examine the effect of investor attention on investment choices in
equity crowdfunding, leveraging the cross-border setting to demonstrate asymmetric attention across international
investors located in different countries, additional research is needed to better understand the antecedents of asym-
metric attention distribution of investors. In our study, we found that regionally targeted online marketing is one
mechanism causing such attention asymmetry, but recent research in finance has suggested that also other types of
marketing (Focke et al., 2020) and private news (Cziraki et al., 2021) could influence attention distribution. Further-
more, information manipulation, which can cause information cascades and affect investor attention and has been
shown to play a role in equity crowdfunding (Meoli & Vismara, 2021), could be examined in future research as a
potential antecedent of attention distribution. Overall, although the geographic asymmetries in attention and invest-
ments in our setting help establish the relevance of the attention mechanism as a driver of investment choices in
equity crowdfunding, future research focusing on dynamic processes of social influence could help disentangle the
role of information cascades (e.g., prominent public early investors) as a driver of investor attention (Pollock,
Rindova, & Maggitti, 2008; Vismara, 2018).

Furthermore, in our sample, we cannot observe prior social relationships between cross-border investors and
ventures. Given the importance of existing direct and indirect social ties on further tie formation in related settings
(e.g., Agrawal, Catalini, & Goldfarb, 2015; Meuleman et al., 2017; Shane & Cable, 2002), future research could
explore novel ways to access such data and examine the effects of friendships and other social relationships on
equity crowdfunding investments. The effects of network ties on attention deserve further study (Maula, Keil, &
Zahra, 2013).

Finally, despite benefiting from access to unique data on one of the leading European equity crowdfunding plat-
forms with the first European-wide MIFID license and operations in multiple countries, our sample was limited to
campaigns in six developed countries, which all have well-developed institutions, including investor protection regu-
lations. Future research could consider the generalizability of investor attention effects across different types of
countries and crowdfunding platforms (Dushnitsky, Piva, & Rossi-Lamastra, 2022).

Despite the limitations, the findings collectively point to the importance of asymmetric investor attention as an
important mechanism affecting investment choices in equity crowdfunding and cross-border equity crowdfunding in
particular. This is an important and timely contribution; although attention has been found to affect investments in
stock markets (Barber & Odean, 2008; Chemmanur & Yan, 2019; Cziraki et al., 2021; Da et al., 2011; Madsen &
Niessner, 2019), the role of attention has thus far been neglected in crowdfunding research (Cummings et al., 2020;
Pollack, Maula, Allison, Renko, & Gunther, 2021). Furthermore, the role of international investor attention in
attracting cross-border investments has not been considered in any context.

To conclude, this article contributes to the literature at the intersection of investor attention, entrepreneurial
finance, and international entrepreneurship by improving the understanding of the role of international investor
attention in cross-border investments in entrepreneurial ventures. This first empirical analysis of cross-border equity
crowdfunding investments also contributes to the existing research, which has thus far treated equity crowdfunding
largely as a domestic phenomenon. Additionally, this study has important practical implications regarding the impor-
tance of international marketing and team diversity for entrepreneurs who seek to raise equity crowdfunding, the
importance of gaining international investor attention for managers of equity crowdfunding platforms, and the lim-
ited relevance of national distances in cross-border investing for policymakers who aim to create conditions to stim-
ulate cross-border equity crowdfunding (Delivorias, 2017; European Commission, 2017, 2018; Hornuf &
Schwienbacher, 2017; Zetzsche & Preiner, 2018).
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ENDNOTES

1 A particular strength of our Google Analytics based operationalizations relative to the recent search index based
operationalizations (e.g., Cziraki et al., 2021) is that our measure is not limited to investors using a particular search
engine to find information about the company but includes also campaign site visits that originate from other sources,
including links on the platform homepage, the platform's newsletter, advertising, and social media. Another advantage is
that it is available for private companies, for which search indices do not work appropriately at the company-level (Que &
Zhang, 2021).

It might first seem evident that campaigns that receive more attention attract more investments. However, as we know
from marketing, the extent to which attention converts to transactions depends on several conditions (Zhang, Wedel, &
Pieters, 2009). For instance, if cross-border investments were driven primarily by entrepreneurs’ private networks
(Lukkarinen, Teich, Wallenius, & Wallenius, 2016), international investor attention would play a very limited role in driving
cross-border investments. Furthermore, who pays attention also matters (Chi & Shanthikumar, 2017; Cziraki et al., 2021).
Attention is often allocated asymmetrically across investors leading to differences in investment behavior (Cziraki
et al.,, 2021). It is therefore necessary to explicitly assess the role of international investor attention in cross-border equity
crowdfunding as well as the magnitude of its effect on campaign outcomes.

N

w

Whereas Cziraki et al. (2021, p. 54) define asymmetric investor attention as the difference between local and national
attention in their domestic analysis of the effects of asymmetric investor attention on stock returns in the United States,
in our analysis of the effects of asymmetric international investor attention, we contrast the international attention rela-
tive to domestic attention (H1), and attention in each foreign investor country relative to the others (H2).

IS

Although equity crowdfunding offers opportunities for highly international investment flows, country-specific securities
regulations hinder investment activity between certain countries (Delivorias, 2017; European Commission, 2017;
Hornuf & Schwienbacher, 2017; Vismara, 2016; Zetzsche & Preiner, 2018).

G}

Although the campaign-level hypothesis (H1) and the dyadic hypothesis (H2) are primarily tested using separate analyses,
we also test them simultaneously in a two-stage model in Model 6 in Table 6.

o

In contrast to H1, which predicts the likelihood of a campaign receiving cross-border investment(s) from any foreign
country, Hypothesis 2 focuses on which investor invests in which campaign and is therefore a dyadic analysis. In line with
prior research examining the matching between actors using actor dyad-level analysis, we use the term “tie formation,”
which is a common term in this line of research that focus on the antecedents of ties between actors irrespective of
whether the ties are relatively strong as in VC investments (Hallen & Eisenhardt, 2012; Meuleman et al., 2017;
Zhelyazkov & Tatarynowicz, 2021), alliances (e.g., Gulati, 1995; Katila, Piezunka, Reineke, & Eisenhardt, 2021), or
research collaborations (Dahlander & McFarland, 2013)] or weak [as in reward-based crowdfunding (Butticé, Colombo, &
Wright, 2017) and social media following patterns (Malik & Lee, 2020)].

~N

Prior research in other contexts has used other measures of investor attention, such as Google search volume (based on
Google Trends), website traffic ranks, or companies’ Wikipedia page views (Cziraki et al., 2021; Da et al., 2011; Focke,
Ruenzi, & Ungeheuer, 2020; Jin et al., 2017; Que & Zhang, 2021). These measures are generally available only as a total
for all countries or separately for a limited number of countries and as an overall measure for the focal company. In con-
trast, Google Analytics data enable separate attention measures for all countries and can focus on a particular aspect of
the focal company, such as the equity crowdfunding campaign page in our study. Furthermore, as opposed to Google
Search Volume Index (SVI) data, which is available only for search queries with a significant amount of search volume,
such as S&P 500 firms (Cziraki et al., 2021), Google Analytics enables the analysis of attention to less searched objects
such as startups’ equity crowdfunding campaigns.

©

Given our cross-border setting and focus on international teams, we measured co-nationality based on individuals’
nationalities, as opposed to measures of ethnic background based on surnames of individuals used in related prior single-
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country studies focusing on VC investments within the United States (e.g., Bengtsson & Hsu, 2015; Hegde &
Tumlinson, 2014).

0

Although nationality was explicitly stated for only a minority of team members, most team member descriptions include
each team member's name, educational background, work history, and a photograph, which most often allowed us to
infer the team member's nationality. This approach is an extended version of the method used by Zhang, Wong, and
Ho (2016), who inferred venture team member ethnicity from each team member's name and the location of the institu-
tion from which they had received their educational degree. For approximately 15% of the team members, the informa-
tion provided on the campaign website was either not sufficient to infer nationality, or the different attributes of the
description pointed to multiple nationalities. In these situations, we turned to LinkedIn, which is commonly used to assess
entrepreneurs (Smith, Smith, & Shaw, 2017) and has been used as a source in prior academic research (Carpentier &
Suret, 2015). We assessed the team members’ profile pages on LinkedIn, which were usually linked directly to the cam-
paign website. In a few challenging instances, the geographic, educational, work, and linguistic background depicted in
LinkedIn pointed to a different nationality than the most likely nationality based on the name and visual appearance of
the person. In such instances, we used the former to determine nationality because second-generation immigrants are no
longer as closely associated with their original ethnic groups (Rusinovic, 2008). In this procedure, we follow (Ortu
et al., 2017), who used the location rather than name to infer nationality in such cases.

10 These are significantly more comprehensively available for the countries in our sample than the alternative GLOBE mea-

sures (House, Hanges, Javidan, Dorfman, & Gupta, 2004).

1 During the sample period 2012-2017, small amounts of campaign marketing were occasionally implemented using

Facebook ads, mostly without country targeting, but occasionally targeted to foreign countries (in 25% of the campaigns,
typically less than one hundred euros and a maximum of less than one thousand euros) in a rather experimental manner
based on our interviews with platform managers. Since then, the volumes have increased and foreign marketing has
become more systematic and strategic. However, during the sample period, the use of foreign Facebook marketing cam-
paigns can be considered quite random and exogenous.

12 |n marketing research, mediation analyses have been employed to test the attention mechanism by examining how

advertisements influence attention, which consequently affects product sales (e.g., Zhang et al., 2009).

13 As recommended for causal mediation analysis, we ran a sensitivity analysis considering potential omitted confounders

of the mediator and outcome variables (Hicks & Tingley, 2011). Based on the sensitivity analysis, a potential omitted con-
founder should explain for instance 20% of the remaining variance in the mediator and 20% of the remaining variance
the outcome (0.2 x 0.2 = 0.04) for the mediation effect to be reduced to zero. Such an omitted confounder seems
unlikely, which further increases our confidence in the robustness of the mediation effect.

14 Regarding linguistic distance, we also tested the effect of measurement by using the existence of a common official lan-

guage (Melitz & Toubal, 2014) as an alternative measure or as an additional control measure but did not find significant
effects for language.
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APPENDIX

Robustness tests and supplementary analyses of investor-venture dyads

We ran several robustness tests, as reported in Table Al, to ensure the robustness of the dyadic analysis. First,
Model 1 in Table A1 repeats the main model (Model 2 in Table 6) for comparison. Models 2-4 replicate the main
model by using alternative numbers of controls (counterfactuals, i.e., potential ties that were not realized) in the
case-control design (e.g., Meuleman et al., 2017; Sorenson & Stuart, 2001, 2008). While the main model uses 10 con-
trols, Model 2 uses five, Model 3 uses 15, and Model 4 uses all possible controls for each realized tie. The results
remain consistent across these models.

Our aim and empirical contribution are to test the hypotheses using a sample that includes both multiple venture
host countries and multiple investor countries (e.g., Brouthers, Marshall, & Keig, 2016; Harzing & Pudelko, 2016)
while controlling for venture host-country differences using our conditional logit (i.e., fixed effects logit) research
design (Zhelyazkov & Tatarynowicz, 2021). However, we also examine the robustness of the results by estimating
the model separately in the largest individual host countries. In Models 5-7, we estimate the models separately for
the three most prominent venture countries in our sample: Finland, the United Kingdom, and Norway. Although
these subsamples are very small in comparison to the sample used in the main model, the main results concerning
H2 appear rather robust. H2 is significant, at least at the p = .01 level, in all three subsamples.

Model 8 tests the effects of the operationalization of distance control variables by using asymmetric measures
of institutional distance and cultural distance. This test is important in light of recent debates about the potential
asymmetric properties and directionalities of these dimensions (Ambos & Hakanson, 2014; Beugelsdijk, Ambos, &
Nell, 2018; Beugelsdijk, Kostova, Kunst, Spadafora, & van Essen, 2018; Shenkar, 2012; Shenkar, Luo, &
Yeheskel, 2008; Zaheer, Schomaker, & Nachum, 2012). For institutional distance, we calculated a directional measure
based on differences in the legality index (Berkowitz et al., 2003; Cumming et al., 2010), subtracting the investor
country measure from the target country measure. For cultural distance, we applied the asymmetric cultural distance
measure developed by Yeganeh (2014). Model 9 uses the institutional distance measure by Witt et al. (2018) while
otherwise replicating the main model. Model 10 replaces the lexicon-based language similarity measure with gram-
matical proximity (Eronen, Lukkarinen, & Seppéld, 2017) in the aggregate measure of linguistic distance used by

1.1% The results for Models 8-10 are consistent

Melitz and Toubal (2014), while otherwise replicating the main mode
with the main model. The coefficients of certain distance variables change signs but remain insignificant.

In Model 11, we explore the possibility that co-nationality might have different effects, depending on whether it
is based on expatriates investing in ventures in their countries of origin or foreigners investing in ventures that have
their co-nationals as team members. In Model 11, instead of the co-nationality variable, we use separate measures
for investor nationality equaling the venture country (i.e., expatriates investing in their country of origin) and co-
nationality between the investor and team member(s) who come from outside the venture country. Both variables
are positive. The variable for expatriates investing in their home countries is significant at p = .09, and the co-
nationality between the investor and team member(s) from outside the country is significant at p < .01. These results
indicate that the observed co-nationality effect is not solely due to expatriates investing back in their home
countries.

We also conducted several other robustness tests, such as testing H2 using Firth's logit regression models
(Coveney, 2015) with a campaign- and investment-level control variables (instead of investment-level fixed effects).
In tie formation studies, a common empirical concern is that the realized tie may be a rare event when compared
with the number of potential unrealized ties. To address this concern, some related prior tie formation studies
(e.g., Haas et al., 2015; Sorenson & Stuart, 2001) have used the rare event logistic regression by King and
Zeng (2001). Firth's logistic regression is a more recent alternative method for modeling rare events
(Coveney, 2015). These tests are not reported but produced very similar results compared with the corresponding
Models 3 and 4 in Table 6 which are estimated using normal logit regression and are otherwise similar. H2 continued
to receive strong support, with p = .001 and p = .001, respectively.
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Finally, because our tie formation model focuses on ventures that attract capital from cross-border investors
(counterfactuals being alternative investors), we also considered the potential effects of this choice on our main find-
ings. We, therefore, created an alternative research design by sampling alternative campaigns as counterfactuals for
each realized investment and rerunning the analyses (i.e., fixed effects for the investor and not for the investment),
and the results remained robust. These conditional logit results, corresponding largely to the main results, are not
reported but are available upon request. Furthermore, when estimating these alternative models using a normal
logistic regression with all potential counterfactuals, as has been done in a few prior studies on tie formation
(e.g., Guenther, Johan, & Schweizer, 2018; Lin & Viswanathan, 2016; Podolny, 1994), the two alternative perspec-
tives lead to identical research designs (a logit model explaining which of all the potential ties were realized). We con-
firmed this empirically, with identical results as those of Model 4 in Table 6; therefore, they are not reported
separately.

Overall, the robustness tests resulted in consistent robust evidence supporting H2, showing the positive effects

of investor attention in the investor country on investment tie formation in cross-border equity crowdfunding.
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