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ARTICLE INFO ABSTRACT

Keywords: The Initial Coin Offerings (ICOs) markets have experienced dramatic development and turmoil worldwide. This
Signalling Theory paper studies signalling effects of CSR among global ICOs by asking if CSR narratives reflect values that highlight
CSR

the interests of broad stakeholders, reduce information asymmetry, and improve fundraising outcomes. We
construct a sample of ICOs across 44 countries from 2014 to 2018 and define socially responsible ICOs as those
that serving education, environment, health, and poverty as described in their whitepapers. We find that ICOs
from countries with a lower individualism and high benevolence culture are more likely have socially responsible
goals. These projects tend to have better disclosure in whitepapers and are more active in engaging with
stakeholders on social networking platforms. They are as competitive as ordinary ICOs in fundraising outcomes.
Our analyses could advice entrepreneurial ventures on how to build legitimacy and inform investors of the
strategy to verify signals in the risky private equity markets.

Ethical Culture

Initial Coin Offerings
Fundraising
Information Disclosure

1. Introduction

In the era of digitalization, new technology creates new financial
channels that complement the traditional, which may better prepare
firms for ‘black swan’ events, such as the current COVID-19 pandemic
(Sheng et al., 2021). Nevertheless, firms in emerging technologies face
unique institutional challenges and legitimacy controversies (Fotaki et
al, 2021). For instance, concerns over fraud, cybersecurity, or bubbles
raised by digitalization (Bertoni et al., 2021) may challenge new players
in entrepreneurial finance. Responsible corporate citizenship often helps
to build brand equity, signals organizational goodwill and managerial
quality (Erdem, Swait, & Valenzuela, 2006; Ferrell, Liang, & Renneboog,
2016; Cowan & Guzman, 2020). To build legitimacy and reputation for
early-stage entrepreneurial ventures, choosing to actively engage in CSR
appears to be a promising way to overcome the “liability of newness”. In
a highly asymmetric information context such as early-stage start-ups,
where moral issues often emerge in corporate self-disclosure, socially
responsible initiatives could play a vital role in informing investors
about the quality of the ventures, leading to fundraising success.

Signalling theory contends that signalling by fundraising firms can
only be effective in attracting investment if the signal is observable and
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costly to imitate (Connelly et al.,, 2011), implying that costless CSR
commitments by ventures should not exert any influence. However,
socially responsible goals are often correlated with ventures’ ability, and
whether investors fund responsible corporate citizens may depend on
markets’ information frictions and investors’ intrinsic values of doing
good. As noted by Colombo (2021), an emerging stream of literature on
signalling in crowdfunding casts some doubt on the ‘costly information’
assumption by demonstrating that less costly types of communication
can be particularly effective under certain conditions (e.g., Anglin,
Short, et al., 2018). To better understand the signalling effects of CSR for
early-stage entrepreneurs, we analyze a sample of global Initial Coin
Offerings (hereafter ICOs) from 44 countries from 2014 to 2018. This
study extends the signalling theory of CSR to highly unregulated ICO
markets, and sheds light on the success of international entrepreneurs.

ICOs are a special form of crowdfunding, providing another oppor-
tunity for entrepreneurial finance in the era of digital connectivity.
Through an ICO, start-up teams attract capital from worldwide investors
without the legal and financial restrictions associated with an IPO
(Saboo, Kumar and Anand, 2017), and in return receive delivery of
equity in the form of tokens to investors. The innovative ICO process
would greatly facilitate the international mobility of the capital.
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Blockchain technology-backed start-ups from more than 50 countries
raised over $U. S. 30 billion as of 2018 by announcing ICOs (Lyandres
et al., 2018). However, cryptocurrencies currently remain risky bets,
and their halo of opaqueness may represent an additional burden for the
internationalization of ventures (Chakravarty, Cumming, Murtinu,
Scalera, & Schwens, 2021).

ICOs provide a unique setting to examine signalling effects of CSR.
Signalling theory assumes that in any market laden with information
asymmetries, the ability to signal quality to potential investors is a
critical factor in attracting funding (Mollic, 2014). In the absence of a
mandatory disclosure and regulatory oversight, the information asym-
metry in ICO markets is greater than in any other capital market, making
it extremely difficlut to assess the quality of the offering. Ventures of
ICOs make the provisions of the token offering with details on token
price, the number of tokens, project timelines and investor rights
through whitepapers. Investors mainly rely on the voluntarily disclosed
information to screen projects. The self-disclosure tends to be exagger-
ated by token issuers (Momtaz, 2021b). Frequent frauds and scams
(Hornuf, Kiick, & Schwienbacher, 2021) and the absence of rules and
regulations further underscore the lack of reliable information and the
need for reputation systems to gain investor trust. While CSR has been
found to be related to managerial quality for large and mature com-
panies (Ferrell, Liang, & Renneboog, 2016) and matter to the crowd-
funding outcomes (Allison et al., 2015), it’s unclear whether CSR signals
better quality of ICO teams, and whether socially responsible goals attract
more capital.

From a rational choice perspective, the motivation to invest in
equity-based crowdfunding is to realize a financial return. Therefore,
funders would not favour the pro-social orientation of ICO ventures
unless CSR narratives signal quality and future financial benefits. Ac-
cording to signalling theory, easy-to-imitate information is not a
competitive feature to attract investment (Connelly et al., 2011).
Consistent with the signalling view, Horisch (2015) observes an insig-
nificant influence of environmental orientation on funding success. By
studying equity crowdfunding, Vismara (2019) shows that although
sustainability orientation does not increase the chances of success or of
attracting professional investors. In the ICO setting, the content of the
signals is not backed up by material performance. Narrative commit-
ments to doing good seem to do little to distinguish some high-quality
token issuers from low-quality ones. Therefore, we would expect that
CSR narratives alone shouldn’t attract more funding to ICO ventures
worldwide.

On the other hand, investors in global ICO markets are mostly
dispersed individuals (Momtaz, 2021b; Fisch et al., 2021), who may lack
the skills and resources to evaluate potential investments and may select
projects based on intrinsic value (as opposite to extrinsic/monetary
value). A key difference between ICO markets and traditional in-
termediaries, noted by Lee & Parlour (2021), is that financiers of start-
ups are potential consumers of their products, which makes the
criteria for “a good project” different. Consumers have distinct horizons
than traditional funders. According to cognitive evaluation theory,
microlenders would respond to intrinsic cues embedded in entrepre-
neurial narratives (Mollick, 2014), because the pro-social visions of
ventures satisfy the internal feelings individual founders. Thus, cogni-
tive evaluation theory supports a positive relationship between fund-
raising success and being pro-social, given the unprofessional and
intrinsically driven characteristics of ICO investors.

Studies on crowdfunding highlight the important role of digital
platforms in financing pro-social projects (Bartenberger & Leitner, 2013;
Lehner, 2013; Block et al., 2018), i.e., by attracting the attention of in-
vestors. ICOs and classical crowdfunding share similarities but differ
from each other in terms of stakeholders, microstructure, and regulatory
environment (Block et al., 2021). It is important to examine the ability of
token sales to support pro-social entrepreneurs. Although crypto-
currencies have been criticized for enabling black e-commerce (Foley
et al, 2019) and frequent fraud and scams (Hornuf, Kiick, &
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Schwienbacher, 2021), the bright side of blockchain technology also
deserves academic attention. Therefore, we investigate the signalling
effects of CSR among global ICOs. Our analyses, motivated by signalling
theory, could advice new players on the path of entrepreneurial finance
to build legitimacy and reputation and inform investors on strategies to
verify signals in the risky private equity markets.

Our analysis covers 339 ICO projects across 44 countries from 2014
to 2018 that are listed on TokenData. A project is a socially responsible
ICO (SR-ICOs) if its whitepaper or official website contains key words
that fall into 4 main types of CSR goals: Green, Health, Poverty and
Education. In line with the Institutional theory that CSR engagement is
reflection of a nexus of formal and informal rules (Campbell, 2007;
Matten and Moon, 2008), we find that the socially responsible goals of
ICOs are likely to be driven by cultural traits related to how people value
public interest over personal interest. An ICO is 6% less likely to have
CSR narratives if its country has 10 points higher on individualism
scores; 6.2% more likely if it scores 0.1 higher on positive reciprocity
culture; 8% more likely if the social consciousness score increases by one
unit of standard deviation.

We document that CSR narratives are associated with the quality of
self-disclosure in terms of the Whitepaper’s length, disclosure of country
origins, and social media accounts. Our results suggest that ICO start-
ups’ willingness of committing to social welfare implies responsibility to
broader stakeholders, and thus are less likely to plague investor rights
through poor disclosure or deliberate withholding of information during
the fundraising process. On average, SR-ICOs raise $2.01 million less
funding than ordinary ones, but the difference is not statistically sig-
nificant. This finding is consistent with signalling theory that fund-
raising success is driven by information that signals the quality of a
project, and that investors’ motivation to invest in equity-based
crowdfunding is to realize a financial return. Easy-to-imitate narra-
tives, such as socially responsible goals in a whitepaper, couldn’t make a
project more competitive in ICO markets. Finally, our analysis based on
a more recent sample, covering ICOs between 2019 and 2021, suggests
that there is an increasing trend for ICOs to pay attention to socially
responsible areas, and that the signalling effects of ICOs’ responsible
goals are consistent and even stronger over time.

This study contributes to the literature in three ways. First, to the
best of our knowledge, this is the first study that uses a global setting of
ICOs to examine the signalling effects of CSR. By answering whether CSR
narratives are associated with start-ups’ ethical values and behaviors
related to public interests, we contribute to the literature on responsible
corporate citizenship (Campbell, 2007; Matten and Moon, 2008; Ho
et al., 2012; Ferrell, Liang, & Renneboog, 2016; de Villiers et al., 2021).
Former studies mainly examine well-established firms. Our study sup-
plements the CSR literature by showing that early-stage start-ups in
highly unregulated private equity markets follow very similar patterns,
with socially responsible ones inheriting ethical values and behaving in
in a way that are less costly to society.

Second, we add to signalling theory in entrepreneurial finance,
particularly the microfinance literature (Connelly et al., 2011; Mollick,
2014; Ahlers et al., 2015; Vismara, 2016, 2018; Fisch, 2019), and echo
Lee & Parlour’s (2021) call for assessing costless signals in contexts
beyond crowdfunding. Constant with the signaling view that funders are
attracted to hard-to-imitate signals of higher returns from projects, we
discover that ICOs’ claim of doing good isn’t a competitive trait for ICOs
to attract funding. In fact, CSR goals in a whitepaper are not perceived as
a signal of direct monetary benefits, and the promised CSR doesn’t
match the realized social performance, which is unlikely to lead to
greater funding success. Similarly, Horisch (2015) documents a trivial
link between ventures’ environmental orientation and crowdfunding
success. Although exhibiting a good faith of ICO teams does not add any
strength or weakness in attracting an investment, we uncover that the
success of socially responsible ICOs is more sensitive to online investor
attention, captured by the number of followers of ICOs’ Twitter
accounts.
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Thirdly, this study supplements the growing literature on ICOs from
a prosocial perspective. ICO studies mainly highlight the considerable
uncertainty of ICO investments, such as exaggerated information
disclosure (Momtaz, 2021b), frequent fraud and scams (Hornuf, Kiick, &
Schwienbacher, 2021), and poorly entitled investor rights (Zhao et al.,
2020). Our focus on CSR and ethical norms echoes Kshetri (2018) that
it’'s important to understand equity crowdfunding in the context of
informal institutions, as most economies have yet to enact equity-
crowdfunding legislation. Examining the social citizenship of ICO
teams could shed light on sustainable ways to develop ICO markets. We
show that in the absence of effective regulation, CSR reflects a form of
self-discipline in the quality of information supply in ICOs.

2. Institutional background

Following the success of Bitcoin, many blockchain-based projects
have proposed their business plans and successfully received financial
support from global investors. This process is called Initial Coin Offer-
ings (ICOs). The whitepaper provides a description and provisions for
the offering. It resembles the prospectus in an IPO or the offering
document in crowdfunding.

Until 2015, the ICO market was relatively small. At that time, the
blockchain team at Ethereum built platforms that allow any person or
team easily create an ICO through a mechanism called *smart contracts’.
Thanks to Ethereum, companies can launch an ICO without any tech-
nical knowledge of blockchain. The ICO market began to boom across
the board. More than 450 ICO projects were launched in 2017, and this
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number increased to 1075 in 2018. Amsden and Schweizer (2019)
report that the ICO market has already surpassed the entire venture
capital industry in Europe. However, since December 2017, there has
been a sharp decline in the price of bitcoin, followed by a downward
trend in the number of ICOs launched per month (from 225 to 50) and
the total amount raised per month (from $4.5 billion to $0.5 billion), as
shown in Fig. 1. This inflection point indicates a decline in investor
confidence in utility tokens and blockchain projects due to the inherent
risks of ICOs and the lack of effective regulatory institutions.

3. Hypothesis development
3.1. CSR and moral values

One of the benefits of ICOs is that they allow companies to raise
funds across national borders. However, these borderless crowdfunding
activities still differ due to national characteristics. Huang et al. (2020)
examine the geographical distribution of ICOs. They find that countries’
financial systems, stock markets, human capital skills and regulations
are important for ICOs. Bellavitis et al. (2020) uncover the impact of
changing regulatory institutions on the global ICO market. We still do
not know how national characteristics shape the characteristics of ICOs,
in particular the value of social responsibility. Ioannou and Serafeim
(2012) show that about 35% of the total explainable variance in firms’
CSR commitment is accounted for by national-level factors. Walker et al.
(2019) also suggest that firms’ responsible behaviour reflects the
external institutional environment. Drawing on institutional theory
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Zoom 1ld 7d 1m 3m 1ly YID ALL
4 3
e
’A“w. Y
//.\_.-"M\ -\r‘/“/‘ rv
—————
]
-
=
~
May '17 Sep '17

— Market Cap

Jan '18

From | Jan 22, 2017 To | Jan 22, 2019

May '18 Sep '18 Jan'19

|
|
1
P
=]

@® 24h vol

Fig. 1. The trend of global cryptocurrency market capitalization. Note: CoinMarketCap.com provides global chart of cryptocurrency market capitalization. The blue
line is the total market capitalization in $billions, and the grey column is the trade volume in $billions over the last 24 h. After peaking in January 2018, the
cryptocurrency market capitalization experienced a continuing drop. (For interpretation of the references to color in this figure legend, the reader is referred to the

web version of this article.)


http://CoinMarketCap.com

R. Zhao et al.

(Campbell, 2007; Matten and Moon, 2008), as ICO teams are embedded
in a nexus of formal and informal rules, how ICOs engage with CSR may
be influenced by institutional differences across countries. Given the
lack of regulation in the ICO market, we argue that if ICOs are to
demonstrate social responsibility, the link between CSR and institutions
should be captured from a cultural perspective.

A key assumption of institutional theorists is that institutional actors
seek legitimacy rather than efficiency and “accept and follow social
norms” (Campbell, 2004). From a national specificity perspective, CSR
represents a shared idea that is influenced and shaped by national cul-
ture, socio-economic and political dynamics (Campbell, 2007; Maignan
and Ralston, 2002). Members of a given culture share a set of values that
translate into shared attitudes, beliefs and identities and are embedded
in societal norms and practices (Adler and Gundersen, 2007). Cultural
values have been found to influence managers’ attitudes towards CSR
(Waldman et al., 2006), firms’ voluntary CSR-related actions (Ringov
and Zollo, 2007; Young and Makhija, 2014), firms’ social performance
(Ho et al., 2012; Toannou and Serafeim, 2012), environmental issues
(Vitell, Nwachukwu and Barnes, 1993), ethical decision making (Vitell
et al.,, 1993) and individuals’ likelihood to engage in social entrepre-
neurship (Stephan, Uhlaner and Stride, 2015).

We expect the CSR narratives of ICOs to reflect moral values to some
extent. The culture dimensions in our proposition, which focus on the
collective values of broad/global stakeholders, seem most theoretically
relevant to the social responsibility value of ICOs as we define it. Spe-
cifically, SR-ICOs demonstrate their willingness to make commitments
to the welfare of society, including helping the environment, health
care, poverty, education, etc.

In a society with low individualism, members place more importance
on the common good of society. The culture of individualism measures
the extent to which the ties between individuals are loose or tight
(Hofstede, 1980). Loose ties (high individualism) between people
characterise those cultures in which the individual primarily seeks his or
her own interests and those of the immediate family, while tight ties
(low individualism) reflect the degree to which a society values coop-
erative action, the sharing of resources and rewards. Hofstede’s
dimension of individualism shows strong effects on ethical survey re-
sponses (Cohen, Pant, and Sharp, 1996), is related to justice-based moral
reasoning (Roberston and Fadil, 1999), and influences ethical practices
within firms (Husted and Allen, 2008). In CSR studies, Waldman et al.
(2006) show that managers in cultures that value institutional collec-
tivism value most aspects of CSR in the decision-making process; Ringov
and Zollo (2007) show that countries with a high culture of individu-
alism have lower levels of CSR performance. A crowdfunding study by
Cumming and Schwienbacher (2017) documents that a low Individu-
alism culture is associated with more environmentally friendly projects.
As an innovative form of crowdfunding, ICOs are arguably likely to have
different preferences for CSR due to national culture. Given that Indi-
vidualism is related to beliefs about the priority of individual over group
interests, we predict that low Individualism culture will shape ICOs to be
more socially responsible.

Proposition 1a. Countries with low individualism culture have more so-
cially responsible narratives by ICOs than countries with high individualism
culture.

The norm of benevolence, which is similar to the low individualism
culture, values collective welfare, but with more emphasis on specific
behaviors related to positive reciprocity and caring for others (people, in
addition to relatives). In a high benevolence culture, societies reward
individuals for being altruistic, generous, caring, and kind to others,
even if these individuals are strangers (House, Hanges, Javidan, Dorf-
man, & Gupta, 2004). Even those who are complete strangers are treated
with respect and seen as deserving of benevolence and kindness. The
culture of benevolence is found to be positively associated with CSR.
Young and Makhija (2014) show that the more benevolence is
emphasised by normative institutions, the more CSR responsiveness a
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firm operating in that environment will exhibit. Accordingly, we expect
that ICOs’ value of social responsibility could be explained by the na-
tional culture of benevolence.

Proposition 1b. Countries with high benevolence culture have more so-
cially responsible narratives by ICOs than Countries with low benevolence
culture.

3.2. CSR and disclosure quality

Are ICOs with socially responsible scopes more self-disciplined in the
face of regulatory opacity? The literature on CSR suggests that there is a
relationship between CSR and corporate integrity. CSR, which reflects a
firm’s responsibility for the wider societal good (Matten and Moon,
2008), is an ethical obligation that requires the firm to do the right thing
for all stakeholders (Donaldson and Preston, 1995; Phillips, 2003). The
value of good faith is widely shared throughout the organization. Ethical
sensitivity is naturally integrated into all decision making, policies, and
actions of the firm (Carroll, 1991). Waldman et al. (2006) find that
organizational culture is associated with the CSR policies that top
managers apply in their decision making. Empirically, corporate
involvement in CSR activities can be attributed to the ethical attitudes of
top managers (Valentine and Fleischman, 2008; Godos-Diez, Fernandez-
Gago and Martinez-Campillo, 2011) and the humanistic culture in firms
(Galbreath, 2010).

CSR is linked to corporate citizenship in order to take responsibility
for actions that affect stakeholders with transparency and account-
ability. Good CSR performance is seen as a signal of managerial ethics
and integrity, as more socially responsible managers are more likely to
be truthful in providing relevant and reliable information to stake-
holders. Eccles, Ioannou and Serafeim (2014) find that high sustain-
ability firms have higher levels of information transparency and
accountability. Shafer (2015) shows that firms’ CSR initiatives adjust
professional accountants’ attitudes towards business ethics, leading to
more ethical reporting decisions. Employees of firms with higher CSR
ratings are more likely to be whistleblowers, as shown in a sample of
firms that engage in misconduct (Bereskin, Campbell, and Kedia, 2020).
Socially responsible firms exhibit lower levels of earnings management
(Kim et al., 2012), while firms with excessive negative CSR activities are
more likely to engage in aggressive tax avoidance activities (Hoi et al.,
2013), have lower disclosure quality and earnings persistence (Hsu,
Koh, Liu, and Tong, 2017). Cumming and Schwienbacher (2017) find
that cleantech-related crowdfunders (involved in clean energy busi-
nesses) tend to provide more photos and vide os of their campaigns, and
more descriptive words.

The role of information transparency is particularly important in the
unregulated ICO market (Bourveau et al., 2019). Investors have access to
an extremely limited amount of information (Fisch, 2019). Information
such as business history, background of core team members, financial
position or official website is usually not traceable. Based on the
observed relationship between CSR and organisational ethical culture, it
is likely that ICO start-ups’ willingness to engage in social good implies
responsibility to broader stakeholders and are less likely to compromise
investor rights through poor disclosure or deliberate withholding of
information during the fundraising process.

ICOs typically rely on whitepapers and social media to disseminate
information about the ICO process and other attributes of the token.
Social media channels such as Bitcointalk, Twitter, Reddit, and Telegram
serve as ICO forums (Bourveau et al., 2019). We expect that socially
responsible ICOs to provide high-quality information through white-
papers and social media platforms.

Proposition 2. Socially responsible narratives predict more detailed
disclosure through whitepapers and social media platforms by ICOs.
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3.3. CSR and fundraising outcome

Between January 2014 and June 2018, ICOs raised more than $18
billion (Howell, Niessner and Yermack, 2020). More than 200 ICOs
raised over $10 million and at least 15 ICOs raised over $100 million.
Prior literature has identified the following important factors influ-
encing ICO fundraising: legal environment (Zhao et al., 2020), disclo-
sure quality (Bourveau et al., 2019; Howell et al, 2020), venture quality
(Amsden and Schweizer, 2019), profit distribution plans (Adhami,
Giudici, and Martinazzi, 2018), issuers’ social media activities (Bene-
detti and Kostovetsky, 2021; Bourveau et al., 2019), pre-ICO campaigns,
and the underlying core technology (Fisch, 2019). As we claim that CSR
narratives are related to the moral values and disclosure quality of ICOs,
we ask whether CSR narratives are perceived as more dignified, pre-
dictable, and trustworthy by a broader group of investors, thus influ-
encing the outcome of ICO fundraising.

The main driver of success for crowdfunding campaigns is always the
quality of the entrepreneurial team. According to signaling theory,
ventures can attract more funding by demonstrating the high quality of
their projects (Spence, 1973). This view has been applied to several
fields in the microfinance literature including venture capital (Busenitz
et al., 2005) and crowdfunding (Ahlers et al., 2015, Anglin et al., 2018,
Vismara, 2016) to test the link between crowdfunding success and
founder characteristics and behaviors. Evaluating the underlying quality
of ICOs is particularly important for ICO investors due to the serious
problem of information asymmetry, difficulty in making informed de-
cisions, and weak protection in the unregulated market.

From a rational choice perspective, the motivation to invest in
equity-based crowdfunding is to realize a financial return, because of
which funders would not favour the pro-social orientation of ICO ven-
tures unless CSR narratives signal quality and future financial benefits.
According to traditional signalling theory (see the framework in Fig. 2),
easy-to-imitate information is not a competitive feature to attract in-
vestment (Connelly et al., 2011). Consistent with the signalling view,
Horisch (2015) observes an insignificant influence of environmental
orientation on financing success. In the ICO setting, the content of sig-
nals is not backed up by material performance. Narrative commitments
on doing good appears to do little to distinguish some token issuers from
low-quality ones. Therefore, we would expect that CSR narratives alone
should not attract more funding to ICO ventures.

However, the assumption of "costly information’ in signalling theory
is controversial. Lee & Parlour (2021) recently call for more research
efforts to evaluate costless signals in new venture financing, arguing that
some empirical evidence suggests that less costly signals may be
particularly effective when the target audience is less sophisticated or
when objective or verifiable information is scarce. For example, Anglin
et al. (2018) find that positive psychological capital language (hope,
optimism, resilience and confidence) leads to better crowdfunding per-
formance. Lee & Parlour’s (2021) argument provides a direction for
reassessing the effects of "cheap talk’ (such as the CSR narratives in this
study) in markets that are inherently prone to fraud and lack discipline.
We believe that ICO markets provide a perfect framework because 1)
Investors in ICO markets are mostly dispersed individuals who may lack
the skills and resources to evaluate potential investments and may select
projects based on intrinsic values (as opposed to extrinsic/monetary
values); 2) Unlike traditional intermediaries, financiers of ICO start-ups
are potential consumers of their products, which makes the criteria for a
“good project” different, as consumers have different horizons than
traditional financiers (Lee & Parlour, 2021); 3) ICO investors may find it
particularly difficult to identify the quality of projects in the presence of
significant information asymmetries.

According to cognitive evaluation theory, microlenders would
respond to intrinsic cues embedded in entrepreneurial narratives (Mol-
lick, 2014), as pro-social visions of ventures satisfy individual founders’
internal feelings of satisfaction. Thus, cognitive evaluation theory sup-
ports a positive relationship between fundraising success and pro-
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sociality, given the unprofessional and intrinsically driven characteris-
tics of ICO investors. Allison et al. (2015) find that crowdfunding lenders
respond positively to narratives that highlight the venture as an op-
portunity to help others. Even in traditional equity markets, substantial
investors are committed to combining their social values with financial
goals through socially responsible investing. Danko, Goldberg, Goldberg
and Grant (2008) find that socially responsible investing attracts funds
faster than the broader universe of investment channels.

In addition, socially responsible goals are often correlated with
firms’ capabilities, which could influence ICO investors’ decisions. For
example, Ferrell, Liang, and Renneboog (2016) show that well-managed
firms that suffer less from agency problems engage more in CSR; Hsu
et al. (2017) find that CSR could serve as a signal of management
integrity and ethics. If ICO investors view expressions of a caring society
as a signal of reliability and low likelihood of fraud, it is likely that ICO
issuers with socially responsible goals could gain more public trust and
thus attract more capital. Considering the above, we expect the demand
for new capital in the ICO market to be positively associated with so-
cially responsible visions.

Proposition 3. CSR initiatives are positively related to ICO’s amount of
funding.

4. Data and descriptive statistics
4.1. Data sources

Constructing a comprehensive list of ICOs’ characteristics is a com-
mon challenge. We begin by gathering an ICO sample from TokenData.'
On 23rd July 2018, there are 2,241 ICOs shown on the website of
TokenData, providing key information including ICOs name, symbol,
links to official websites and whitepapers, ICO status (planned, active,
completed and failed), the amount of USD raised, tokens sold and cur-
rent price, returns and ICOs’ duration. The ICO sample from TokenData
is supplemented with the Token Offerings Research Database (TORD)
data from Momtaz (2021a). We include only ICOs that were successfully
completed before the end of 2018, and only ICOs who issue utility to-
kens to be analyzed. Utility tokens comprise the largest and most well-
regarded ICOs, and they differ from crypto-tokens and security tokens
because they are not governed by asset and securities regulations
(Howell et al., 2018). Our final sample contains 339 ICOs from 44
countries or regions between 2014 and 2018. To collect a comprehen-
sive set of ICO characteristics, we use other aggregator platforms
(including icobench.com, icorating.com, icodrops.com, tokenmarket.
net, coinschedule.com), Twitter and ICOs’ official websites as supple-
mentary databases. Definitions and sources of all ICO characteristics are
presented in Table 1.

To identify ICOs’ CSR initiatives, we read all ICO whitepapers and
project descriptions on their official websites. If whitepapers are not
available on the official ICO websites, we search for them on Google. We
define socially responsible ICOs (SR-ICOs) as those whose project de-
scriptions include language related to social responsibility. SR-ICOs
typically run businesses in non-profitable industries such as healthcare
and education, claim to protect the environment by trading green en-
ergy, or demonstrate a willingness to address issues such as poverty,
food security, corruption, benefit the local community, etc. We sum-
marise all the important keywords and then use them to identify socially
responsible ICOs.

Based on different types of responsibilities, we divide SR-ICOs into 4
main groups, namely Green, Health, Poverty and Education. There is
overlap between the different types, as a project may be involved in
more than one type of responsibility. On the other hand, some activities
could not be categorised because the description given was very general.

1 https://www.tokendata.io/.
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Fig. 2. Signalling framework. Note: This framework is
adapted from Connelly et al. (2011).

For example, some descriptions only mention words such as ’not-for-
profit’ or 'mutual benefit’. In the end, we identify 45 socially responsible
ICOs, representing 13.27% of the total observations. There are 10 SR-
ICOs from the USA, 9 SR-ICOs from Singapore and 5 SR-ICOs from
Switzerland. These are the top three countries in terms of the number of
SR-ICOs. The fourth country is the UK. Table 2A provides specific CSR-
related descriptors for each category. Table 2B shows the geographical
distribution of SR-ICOs.

The national culture of individualism comes from one of Hofstede’s
cultural dimensions. The culture of benevolence comes from the Global
Preferences Survey dataset. An alternative proxy for the culture of
benevolence comes from the World Value Survey.

4.2. Descriptive statistics

The ICOs in our sample originate from 44 different countries. In line
with the trend in Fig. 1, we observe a noticeable increase in ICO volume
from 2016 to 2017, with 17 observations in 2016 and 178 observations
in 2017, followed by a downward trend thereafter, with 114 observa-
tions in 2018. From 2014 to 2018, the dominant country in terms of
number of ICOs and fund volume is the US. We provide a sample
overview map in Fig. 3, a sample summary table in Table 3, and
descriptive statistics in Table 4. We note that 25 out of 339 ICOs conceal
their location.

5. Results and discussion
5.1. National Culture: Individualism and benevolence

Table 5 shows the OLS results of how national moral culture is
associated with the likelihood of an ICO having socially responsible
visions. In our model, the dependent variable is the dummy variable SR-
ICOi. The explanatory variable is the culture of individualism in Table 5,
Panel A, the culture of benevolence in Panel B, and Panel C. To reduce
estimation bias, we include other institutional differences as control
variables, including the level of financial development, GDP per capita,
and the quality of legal institutions. All estimates are robust to hetero-
skedasticity and standard errors are clustered at the country level. The
results in Panel A are consistent with our Proposition 1a that SR-ICOs are
associated with a low culture of individualism. The coefficient on indi-
vidualism is —0.006 (p = 0.003). As the individualism score ranges from
0 to 100, the economic significance is large. An ICO is 6% less likely to
have CSR initiatives if its country scores 10 points higher on individu-
alism. In order to consider the influence of a comprehensive set of cul-
ture on CSR scope, we control for five other Hofstede culture dimensions

in our specifications: power distance, masculinity, uncertainty avoid-
ance, long-term orientation and indulgence. Our results suggest that
other culture dimensions do not influence CSR in ICO markets, with the
exception of “Long-term Orientation”.”

Panel B shows that a culture of benevolence predicts more SR-ICOs.
The measure of benevolence from the Global Preferences Survey ranges
from —0.83 to 0.48. This variable measures people’s willingness to re-
turn a favour and give a gift in exchange for help. We document that a
0.1 increase in the benevolence score is associated with a 6.2% increase
in the probability that an ICO is socially responsible. The results in Panel
C also support that higher benevolence in the population predicts more
SR-ICOs. A one standard deviation increase in the World Value Survey
benevolence score is associated with 8% more SR-ICOs.

Overall, this section shows that national culture has the power to
explain how ICOs are willing to engage in social responsibility. This is in
line with the institutional theory that CSR engagement reflects a nexus
of formal and informal rules (Campbell, 2007; Matten and Moon, 2008).

5.2. Information disclosure of SR-ICOs

The next step is to test whether CSR narratives are associated with
the quality of self-disclosure. The key dummy variable, SR-ICOi, divides
all ICO projects into two subsamples. First, we conduct mean difference
tests on project characteristics for two groups. The characteristics
include fundraising outcome, token returns, social networking activities,
and disclosure quality of ICOs. The results are reported in Table 6.

SR-ICOs raise less funding on average ($17.73 million for socially
responsible projects and $19.74 million for the remaining projects) and
have lower return rates (9.18 for SR-ICOs versus 5.97 for the remaining
projects). We use the text length of ICO whitepapers and the number of
social networking accounts of each ICO as proxies for their information
disclosure and active interaction with stakeholders, respectively. There
are significant differences between the two subsamples. In line with our
Proposition 2, SR-ICOs provide a significantly more detailed project
description with an average length of 40 pages, while the average figure
for non-SR-ICOs is 31 pages. This difference is significant at the 1% level.
Campaigns with a socially responsible vision have an average of 6.3
social networking accounts, compared to 5.5 for those without a
responsible vision. This difference is significant at the 10% level, sug-
gesting that SR-ICOs are more active on social networking platforms.
Social networking could be seen as the willingness of ICO teams to
interact with society at large and build relationships with stakeholders.

Other project characteristics that do not show a statistically signifi-
cant difference still show some economic differences. SR-ICOs post more
photos and vide os on Twitter (a difference of 15.73 units), provide more

2 "Long Term Orientation” stands for the fostering of virtues oriented towards
future rewards, in particular, perseverance and thrift.
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Table 1
Variable definitions.

Variable Name

Description and Calculation

SR-ICO

Ln (USD raised)

Token return

ICO duration (in
days)

Twitter age (in
months)

Ln Followers

Photos/ Videos

Networking links

Country origins

Risk factor

Allocation plan of
funds

Team member
Whitepaper pages

Media coverage

Bitcoin index

Individualism
culture

Benevolence culture-
GPS

Benevolence culture-
WVS

Ln GDP pc

Private credit/GDP

ICO Characteristics

This dummy variable equals to 1 if an ICO’s involved in
improving social welfare (based on its whitepaper, it should
have socially responsible visions), equals to 0 otherwise.
The natural logarithm of amount raised in the ICO in USD
The result of tokens’ current price (on 17th June 2018)
divided by the first sale price per unit

The number of days between the completion of the ICO and
the first trading day

The number of months between the date when the Twitter
account was registered and the starting of ICO campaign
The natural logarithm of the number of an ICO’s Twitter
followers

The number of pictures or videos presented on an ICO’s
Twitter account

The number of external links of the project to social
networks (like Facebook, Twitter, or any other community
website)

This dummy variable equals to 1 if an ICO discloses its
country origins, equals to 0 otherwise.

Whitepaper Quality

This dummy variable equals to 1 if an ICO’s whitepaper
contains information of risk factors, equals to 0 otherwise
This dummy variable equals to 1 if an ICO’s whitepaper
contains information of allocation plan of funds, equals to
0 otherwise

This dummy variable equals to 1 if an ICO’s whitepaper
contains information of team member, equals to 0 otherwise
The number of pages in the whitepaper

Time Trend

This index is constructed by searching the popularity of
“Initial Coin Offering” of countries in the month of a given
ICO issuing, which is calculated by Google Trends.
Following existing studies, I convert it into its logarithm
form.

This index tracks the performance of the digital asset
Bitcoin, by S&P Global.

Country-level Measures

This dimension is defined as a preference for a loosely-knit
social framework in which individuals are expected to take
care of only themselves and their immediate families. A
society’s position on this dimension is reflected in whether
people’s self-image is defined in terms of “I” or “we.”

This variable measures people’s willingness to return a
favor, and give gift in exchange for help, from Global
Preferences Survey database. It is constructed by Falk et al.
(2018) based on a self-assessment questions “When someone
does me a favor I am willing to return it?” and a hypothetical
situation “Please think about what you would do in the
following situation. You are in an area you are not familiar
with, and you realize you lost your way. You ask a stranger
for directions. The stranger offers to take you to your
destination. Helping you costs the stranger about 20 Euro in
total. However, the stranger says he or she does not want any
money from you. You have six presents with you. The
cheapest present costs 5 Euro, the most expensive one costs
30 Euro. Do you give one of the presents to the stranger as a
“thank-you”-gift? If so, which present do you give to the
stranger? No present / The present worth 5 / 10/ 15 / 20 /
25/ 30 Euro.”

This variable is level of importance of doing good things for
societies, self-reported by WVS respondents. The specific
question is “To what extend do you agree that it is important
to do something for the good of society?” The answer varies
from 1 to 6, where the higher value the more agreement on
this statement. We calculate a mean value of answers from
all correspondents within each country.

The natural logarithm of country GDP per capita in 2016
(from World Bank, in 1000 USD)

The financial resources provided to the private sector by
domestic money banks as a share of GDP, averaged over
2000-2017. Domestic money banks comprise of commercial
banks and other financial institutions that accept
transferable deposits, such as demand deposits.
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Table 1 (continued)

Variable Name Description and Calculation

Corruption The country corruption score, the country rule of law score
in a given country (from World Bank, as of 2016, the latest
year available)

This variable captures perceptions of the extent to which
agents have confidence in and abide by the rules of society,
and in particular the quality of contract enforcement,
property rights, the police, and the courts, as well as the
likelihood of crime and violence.

An indicator that equals one if a country implants laws from
the French civil law traditions, and zero otherwise.

Rule of law

French law

Table 2A
Major types of socially responsible ICOs and key words.

Category Obs.  Key words

Green 13 Renewable energy, Climate friendly, Economically, Solar,
Ecological project, Green manufacture, Clean, Sustainability,
Carbon dioxide emissions, Recycling

Health 14 Healthcare, Food safety, Safe and healthy eating, Diseases

Poverty 9 Donation, Eliminating world poverty, Solving hunger, Poverty

Education 9 Proper education, Reward those who help to educate others

Others 6 Not-for-profit, Mutually benefit, Smart cities, Agriculture,

Transportation

Note: This table reports the number of socially responsible ICOs by categories,
and key words in whitepapers we used to classify socially responsible ICOs.

Table 2B

Socially responsible ICOs sample overview.
Country origin Volume Percentage
USA 10 14.71
Singapore 9 20.45
Switzerland 5 36.08
UK 3 12.5
Cayman Islands 3 30
Hong Kong 2 16.67
Lithuania 2 40
Slovenia 2 28.57
Australia 1 25
Austria 1 100
Canada 1 10
Colombia 1 100
Indonesia 1 25
Malaysia 1 100
Romania 1 50
Spain 1 33.33
Not found 1 4
Total: 45 13.27

information about team members (70% likelihood of disclosure versus
59% for other projects) and country of origin (98% likelihood versus
92%). However, SR-ICOs receive less attention from investors. On
average, they have 2,125 fewer followers on their Twitter accounts. As
for the macro environment of SR-ICOs, the average GDP per capita
($000) of their countries is 53.30, higher than the figure of 48.86 for
other countries. This indicates that ICOs in developed countries put
more emphasis on CSR.

Next, we conduct OLS regressions to analyze how CSR influences the
information disclosure behavior of ICOs. Is the information disclosure of
SR-ICOs materially different from that of ordinary projects? The results
are presented in Table 7. The dependent variables are disclosure on
country of origin, the length of the whitepaper, and the number of social
networking accounts as shown on ICOs’ websites. We control for other
variables that may influence the quality of ICO disclosure: other ICO
characteristics (age of ICO’s Twitter account, ICO duration) and country
level legal conditions, economic and financial development levels. We
assess the statistical and economic significance of the estimates for the
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Fig. 3. Sample map. Note: This map shows the total amount of dollars raised by sample ICOs across countries. The dark color represents a high amount of value. On
the collecting date, 23rd July 2018, there were 2,241 ICOs on the website of TokenData (https://www.tokendata.io/). We include only ICOs that were successfully
completed and have return ratios available, which leaves the final sample with 334 ICOs from 44 countries/regions.

independent variable SR-ICO i. The first model shows that the coefficient
for CSR i is 0.056 (p = 0.057). SR-ICOs are 5.6% more likely to disclose
their country of origins. When the country of origin is unknown, we
could not control for any country-level features, so we only include ICO-
specific controls in model (1). In model (2), the independent variable is
the total number of pages in the ICO whitepaper, which is a proxy for the
amount of information disclosed. The results in model (2) show that
after controlling for ICO-specific features and national institutions, SR-
ICOs tend to provide whitepapers that are 8.2 more pages longer (p =
0.032). The difference is not marginal, considering that the average
length of a whitepaper in our sample is only 32.4 pages. In model (3), the
coefficient of SR-ICO is 0.957 (p = 0.059), which means that SR-ICOs
actively provide information and build relationships with broad stake-
holders by opening 1 more social networking accounts than other ICOs.
The results in this section are in line with our Proposition 2 that SR-ICOs
are more likely to provide detailed information through whitepapers
and social networking platforms, through which CSR could signal ICOs’
self-discipline.

5.3. Fundraising outcome

Next, we use OLS regressions to examine whether CSR-related proj-
ect descriptions have a direct impact on ICO fundraising. In this section,
the key explanatory variable in our specifications is SR-ICOi. The
dependent variable is the amount of funds raised in logarithmic form.
We control for some project characteristics and time-varying ICO market
covariates that have been found to have explanatory power for ICO
fundraising outcomes. These are ICO duration, age of ICOs’ Twitter

accounts, online investor attention to ICO markets, and a bitcoin index
from S&P Global. In Panel A model (1), we include variables for national
institutions. It is possible that new ICO projects receive more funding in
countries that have had more ICOs than other countries, which could
bias our estimation. To mitigate this endogeneity problem, we include
country fixed effects in model (2). Essentially, we compare whether
socially responsible ICOs in the same country receive more funding from
investors than other ICOs. In Panel B, we isolate the effects of ICO
disclosure and investor attention from the explanatory variable SR-ICOs
by including more ICO characteristics as control variables, such as the
number of followers of ICOs’ Twitter accounts, the number of white-
paper pages, the number of networking links provided by ICOs. We also
analyze the heterogeneous impact of online investor attention on
fundraising outcomes between SR and non-SR-ICOs. The standard errors
are clustered at the country level. The results are presented in Table 8.

The coefficient for SR-ICOs is statistically insignificant in Panel A,
which means that the fundraising outcome of SR-ICOs is not signifi-
cantly different from that of other ICOs. Instead, other characteristics
such as national legal institutions, investor attention to ICO markets and
bitcoin performance have significant and positive impacts. In model (1),
we control for national characteristics, including the level of financial
development, GDP per capita and legal conditions. Among these
country-level controls, the coefficient of the national corruption index is
significantly negatively associated with the amount of ICO funding. The
corruption index varies between —0.86 and 2.24. The amount of ICO
funding increases by 15.5% when the corruption index decreases by 1
unit, suggesting that the ICO outcome is positively influenced by the
national quality of legal systems. This result is consistent with Zhao et al.
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Table 3

Sample overview.
Country/ 2014 2015 2016 2017 2018  USD Raised
Region (millions)
USA 1 1 2 38 26 1,539
Singapore 24 21 989
Switzerland 1 3 18 10 863
UK 2 14 8 308
Russia 10 2 185
Hong Kong 8 4 161
China 3 2 6 194
Cayman Islands 3 7 172
Canada 1 8 1 229
Estonia 3 5 161
Slovenia 1 3 3 80
Netherlands 3 2 43
Lithuania 3 2 135
France 3 2 133
Japan 4 233
Indonesia 4 59
Germany 4 80
Australia 1 2 1 63
Spain 3 26
South Korea 2 1 56
Gibraltar 2 1 88
Sweden 1 1 29
South Africa 2 69
Romania 2 60
Poland 1 1 14
Luxembourg 2 6
Liechtenstein 1 1 43
Israel 1 1 157
Denmark 2 2
Costa Rica 2 15
Ukraine 2 24
Thailand 1 4
Taiwan 1 13
Seychelles 1 14
Panama 1 1
Nevis 1 3
Marshall 1 12

Islands

Malaysia 1 4.5
Isle of Man 1 32
Ireland 1 3
Colombia 1 20
Bulgaria 1 6
Belize 1 11
Austria 1 20

Note: This table shows the number of ICOs and amounts raised in USD (amount
raised) for each respective year in each country. The sample period is 2014
through 2018. Data source: TokenData (https://www.tokendata.io/).

(2021). In model (2), we add country fixed effects, so that all country-
level covariates are omitted. The coefficient of SR-ICOs is similar to
that in model (1), which shows that SR-ICOs could not outperform other
ICOs, although they are as competitive as ordinary ICOs in terms of
fundraising results. In addition, both online attention to ICO markets
and bitcoin performance have explanatory power for ICO fundraising
outcomes with a positive sign.

As we discover that SR-ICOs tend to provide better disclosure and
engage more actively with stakeholders on social networking platforms,
we next test the role of these good features and CSR scope on ICO
fundraising outcomes separately. In Panel B model (1), the results sug-
gest that the outcome of socially responsible ICOs is worse than that of
non-SR ICOs. The coefficient of SR-ICO is —0.404 (p = 0.015), which
means that, holding other conditions such as disclosure and networking
activities equal, SR-ICOs tend to raise —33.24% (=e"-0.404-1) less funds
than ordinary ones. This result is consistent with signalling theory,
which suggests that signalling by fundraising firms can only effectively
attract investment if the signal is observable and costly to imitate
(Connelly et al., 2011). In the absence of signalling features such as
better disclosure, costless commitments related to CSR by ventures only
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lead to worse outcomes. The coefficients of the number of Twitter fol-
lowers (in natural logarithm) and whitepaper pages are 0.304 and 0.014
(p = 0 and 0.008, respectively). Providing information on ventures’
country origins also exert positive influences on the fundraising outcome
(see Appendix Table S2). This supports Cumming and Schwienbacher
(2017), Mollick (2014), Ahlers, Cumming, Giinther and Schweizer
(2015) and Fisch (2019), who note that the result of a crowdfunding
project is influenced by the content and quality of self-disclosure.
Although it is likely that soft information and project descriptions can
be manipulated, investors distinguish a valuable ICO from the rest
through investigating the quality of disclosed information. It is inter-
esting to note that ICOs” warnings about the risks inherent in investing
can be a major deterrent for potential investors. The number of links to
ICOs’ social networking accounts, the photos and vide os shown on
ICOs’ Tweeter accounts, the disclosure of ICO team members and the
allocation plan of funds exert little influence on the outcome of ICOs.

In model (2), the results suggest that the fundraising outcome of SR-
ICOs is more sensitive to investors’ attention to ICOs’ social networking
platforms than to ordinary ones. We use the number of Twitter followers
of ICOs to capture online investors’ attention to ICO projects. A 10%
increase in the number of Twitter followers is associated with a 3.08%
higher increase in the amount raised for SR-ICOs than non-SR ICOs (p =
0.023). The SR-ICO alone has a coefficient of —3.288 (p = 0.013). The
results imply that, holding other project characteristics that we consider
in the model constant, SR-ICOs should put more effort into attracting
investors’ attention in order to become as competitive as normal ICOs.
We don’t observe a significantly different role of other factors on the
fundraising outcome between SR-ICOs and other ICOs.

Finally, we replicate the analysis of ICO fundraising outcomes by
including only ICOs from the four largest markets to ensure that our
results are not driven by a sample from countries with no socially
responsible ICOs or too few socially responsible ICOs. In Table 3, we
report the distribution of the sample by country. The US, Singapore,
Switzerland and the UK have more ICOs than other countries and more
socially responsible ICOs. ICOs from these frictionless markets are more
comparable and more representative of the global ICO population. We
add country fixed effects in Panel C to further address the concern of
endogeneity. The results are presented in Table 8 Panel C. Very similar
to Table 8 Panel A and B, we still fail to find a direct effect of CSR on the
amount of funds raised by ICOs. The number of Twitter followers (in
natural logarithm) still has explanatory power for the outcome of ICOs.
Our results do not support Proposition 3 that CSR increases the attrac-
tiveness of ICOs for new equity. Instead, the results suggest that without
advantages in disclosure and social networking activities, current so-
cially responsible visions do not make ICOs more competitive.

Because the specifications in this section include either country fixed
effects or national controls, we are unable to include ICOs that did not
disclose their country of origin. Given the issue of missing country of
origin information, we ask whether hiding information of country ori-
gins would negatively affect the outcome of ICOs. To answer this
question, we regress the amount of funds raised in a logarithm form on
an indicator of whether an ICO discloses its country of origin or not,
meanwhile controlling for other project characteristics and time trends.
The results show that ICOs whose country of origin is known receive
approximately 117.06% (=e"0.775-1) more funding than those whose
country of origin is hidden (see table in Appendix 2). The difference is
economically large. We note that there are 25 ICOs for which we could
not identify the country origins. Among the 25 anonymous ICOs, only
one of them is a socially responsible ICO.

5.4. An increasing trend of ICOs’ social scope

Our main sample covers ICOs during a period between the year 2014
and 2018. One may worry that our sample is relatively outdated and that
our findings may not reflect the trend of recent ICOs. To address this
concern, we construct an additional sample based on Momtaz’s TORD
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Table 4
Summary statistics.
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Variable name Obs. Mean Std. Min Max Data source(s)
ICO characteristics

SR-ICO 339 0.13 0.34 0 1 Various

Ln (USD raised) 339 16.08 1.54 9.64 18.88 Tokendata
ICO Duration (in days) 339 27.87 33.47 0 365 Tokendata
Twitter age (in months) 339 11.19 16.96 0 106 Twitter

Ln Followers 332 9.43 1.40 1.79 12.69 Twitter
Photos/ Videos 339 204.62 271.70 0 1899 Twitter
Networking links 339 5.63 2.65 0 15 ICO websites
Risk factor 312 0.36 0.48 0 1 Whitepapers
Allocation plan of funds 312 0.53 0.50 0 1 Whitepapers
Team members 312 0.60 0.49 0 1 Whitepapers
Whitepaper pages 312 32.37 19.67 1 127 Whitepapers
Country origins 339 0.93 0.26 0 1 Various

Time trend

Media coverage 339 3.36 1.31 —0.69 4.61 Google Trend
Bitcoin index 339 897.86 614.02 31.27 2013.78 S&P Global
Country-level measures

Individualism 295 60.31 29.14 11 91 Geert-Hofstede
Benevolence-GPS 224 0.09 0.24 —0.83 0.48 GPS
Benevolence-WVS 191 4.27 0.25 3.15 5.14 WvVs

Ln GDP pc 304 3.80 0.51 1.34 4.55 World Bank
Private credit/GDP 285 0.92 0.41 0.22 1.66 World Bank
Corruption 306 1.08 0.94 —0.86 2.24 World Bank
Rule of law 297 1.23 0.82 —0.85 1.94 World Bank
French law 298 0.08 0.27 0 1 La Porta et al. (1988)

(2021). The additional sample includes ICOs between 2019 and 2021 as
recorded in TORD (TORD’s update ends in 2021). To identify socially
responsible ICOs, we rely on the content of ICO whitepapers. Thus, ICOs
should have whitepapers available online at the time of our second
search (July 2023) to be included in this additional sample. There are
initially 217 ICOs in this sub-sample, of which 58 are socially respon-
sible and 159 are ordinary. The share of socially responsible ICOs be-
tween 2019 and 2021 is substantially higher than in the original sample
(26.73% vs. 13.27%), suggesting that there is an increasing trend in the
ICO markets to pay attention to socially responsible areas. We note that
the number of ICOs in the new sample is further reduced when we
analyse them in OLS models, as some ICOs are missing information on
their nationality and other national-level factors.

We use this additional sample to re-examine our hypotheses 1 and 2.
We report the results in Table 9, which are consistent with our baseline
results that 1) ICOs from countries with lower individualism are more
likely to have socially responsible goals, and 2) socially responsible
projects tend to have better disclosure in whitepapers and to engage
more actively with stakeholders on social networking platforms. The
magnitudes of the key coefficients are quite comparable to our baseline
results. We show that for ICOs in the years 2019 to 2021, the effect of
national culture is relatively higher than before (-0.009 vs. —0.006, from
Table 5 and Table 9). Similarly, the signalling effect of responsible scope
is stronger for ICOs in the years 2019 to 2021. We found that the
magnitudes of the coefficients of SR-ICO on ICO disclosure quality and
the number of social networking accounts of ICOs are larger than in the
original sample (a comparison between Table 7 and Table 9). Overall,
our new results based on the additional sample suggest that the signal-
ling effects of ICOs’ responsible goals are consistent and even stronger
over time. This additional sample not only demonstrates the robustness
of our key results, but also reveals a more recent trend in the socially
responsible scope of ICOs.

5.5. Discussion

Overall, our results suggest how good faith of cultural environment
influences the adoption of CSR in unregulated equity markets. ICOs from
countries with low individualism or high benevolence culture are more
likely to integrate CSR into their organizational perspectives. Respon-
sible ICO projects typically show more care for society by running
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business for not-for-profits purposes such as alleviating poverty,
investing in education or healthcare, benefiting communities, and pro-
tecting the environment. This good faith is associated with other
responsible behaviours of ICOs. We show that SR-ICOs are more willing
to provide high quality project descriptions, therefore, to improve in-
formation transparency. SR-ICOs have a more active level of commu-
nication with potential investors on Twitter, thus maintaining a good
relationship with stakeholders. Although CSR does not directly facilitate
the fundraising outcome of ICOs, we show that high disclosure quality
does indeed predict more ICO funding. Compared to other ICOs, SR-ICOs
can raise more funds only if they attract more attention from online
investors.

Kreps (1996) theorizes that firms with an ethical corporate culture
are less likely to engage in irresponsible practices that are costly to so-
ciety. Our results suggest that ICO start-ups’ willingness of committing
to social welfare implies a responsibility to a broader set of stakeholders,
and thus they are less likely to plague investors’ rights through poor
disclosure or deliberate withholding of information during the fund-
raising process. Our finding on the link between CSR and self-disclosure
is particularly meaningful for ICO markets, where the opacity of infor-
mation makes it difficult to verify signals. Related to our finding, CSR
has been found to be negatively associated with unethical practices such
as earnings management (Kim, Park, and Wier, 2012; Shafer, 2015), tax
sheltering activities (Hoi, Wu, and Zhang, 2013), and corporate
misconduct (Bereskin, Campbell and Kedia, 2020).

Connelly, Certo, Ireland and Reutzel (2011) state that investors
prefer to act on information that is costly because costly signals are
believed indicate higher firm quality, while costless signals are ignored
because they can be sent by both high and low quality firms. This sig-
nalling view may explain why we do not find a direct influence of CSR-
related descriptions on the fundraising outcome of ICOs. Expressions
about ventures’ CSR are easy to create or imitate, and therefore are not
as influential as we expected in Proposition 3. Our results suggest that,
as in other established equity markets, language indicating CSR lacks the
power to attract new equity, even though ICO markets are full of indi-
vidual and non-professional investors who may be investing for non-
monetary purposes.

The concerns of this study include the definition of SR-ICOs and in-
formation on the country origins of ICOs. At this moment, there is no
proper measure of the actual CSR performance of ICOs. We define SR-



R. Zhao et al.

Table 5

The influence of national culture.
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Panel A. Individualism culture

@ (2)

SR-ICO

Estimate SE p-value Estimate SE p-value
Individualism culture —0.005%** 0.002 (0.004) —0.006*** 0.002 (0.003)
Ln GDP pc —0.024 0.074 (0.753)
Private credit/GDP —0.038 0.087 (0.662)
Corruption -0.037 0.033 (0.271)
Rule of law 0.047 0.057 (0.413)
French law 0.027 0.051 (0.599)
Intercept 0.656** 0.279 (0.025) 0.838* 0.429 (0.06)
Year FE No Yes
Obs. 294 278
R-squared 0.035 0.061

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***, **, * denote significance levels at 1%, 5% and 10% respectively.

Panel B. Benevolence culture from Global Preferences Survey

@ (2

SR-ICO

Estimate SE p-value Estimate SE p-value
Benevolence culture 0.480* 0.310 (0.059) 0.62%* 0.276 (0.034)
Ln GDP pc 0.175%** 0.053 (0.003)
Private credit/GDP —0.144%* 0.058 (0.02)
Corruption —0.015 0.014 (0.317)
Rule of law 0.164%** 0.036 )
French law 0.023 0.089 (0.802)
Intercept 0.332%* 0.143 (0.023) —0.476** 0.214 (0.036)
Year FE No Yes
Obs. 224 224
R-squared 0.021 0.083

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. s

, * denote significance levels at 1%, 5% and 10% respectively

Panel C. Benevolence culture from World Value Survey

@ (2)

SR-ICO

Estimate SE p-value Estimate SE p-value
Benevolence culture 0.243%* 0.086 (0.01) 0.321%** 0.107 (0.007)
Ln GDP pc —0.019 0.085 (0.822)
Private credit/GDP 0.017 0.116 (0.887)
Corruption 0.04 0.090 (0.657)
Rule of law 0.024 0.045 (0.602)
French law 0.07 0.158 (0.661)
Intercept —0.897** 0.360 (0.022) —1.393** 0.411 (0.003)
Year FE No Yes
Obs. 191 191
R-squared 0.030 0.065

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***, **, * denote significance levels at 1%, 5% and 10% respectively.

ICOs as those projects that mention CSR-related visions either through
whitepapers or official websites. It is possible that ICO ventures claiming
to improve public welfare are instead using this message as a promo-
tional strategy to attract more investment. Also, scams could be hiding
behind SR-ICOs. In our ICO sample, we find three scams and one of them
is in the group of SR-ICOs. The SR-ICO team, Micromoney, claims that
“we are passionate about our mission in solving the financial needs of
people who live under the poverty”. The fact is that this ICO has low
trading volume on the exchanges, no updates to their software and no
active developers working on the code for a long period.® A Reddit user
alerted that Micromoney’s address, Twitter account and photos of team
members as shown on its official website are most likely fake. However,
this is just an extreme case. Since our research of interest is ICOs” CSR
initiatives rather than actual CSR performance, we believe our approach
to identifying ICOs with CSR goals is appropriate. The second issue is the

3 https://www.reddit.com/r/CryptoCurrency/comments/87azw9/u
gly_truth_of micromoney_amm_coin_a_sophisticated/.
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reliability of the country origins of ICOs. We collect this information
from Token Market (tokenmarket.net) and compliment it with data from
ICOs’ official websites, whitepapers, and Twitter homepages. However,
ICOs can manipulate or conceal their true country origins, making this
data problematic. To mitigate this concern, we combine and compare
multiple sources to ensure the quality of our data.

6. Conclusion and perspective questions

Like other early-stage entrepreneurial ventures that struggle to gain
legitimacy, ICOs encounter many doubts in the global market because of
its newness and inherent risks, which hinders ICOs’ easing of cross-
border entrepreneurial finance. Signalling theory suggests that CSR
helps to overcome such difficulty by distinguishing good quality projects
from others. We use the ICO context to understand how CSR can make a
nascent financial tunnel succeed in global markets by reflecting moral
values and signalling the quality of start-ups.

The information hidden behind CSR is not well declassified by prior
ICO studies. Drawing on the Signalling theory related to CSR, we provide


http://tokenmarket.net
https://www.reddit.com/r/CryptoCurrency/comments/87azw9/ugly_truth_of_micromoney_amm_coin_a_sophisticated/
https://www.reddit.com/r/CryptoCurrency/comments/87azw9/ugly_truth_of_micromoney_amm_coin_a_sophisticated/
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Table 6

Differences between Socially Responsible ICOs and Non-SRs.
Variable Non-CSR cared CSR cared (obs. = Mean diff.

(obs. = 294) 45)
Mean S.D. Mean S.D.

Project characteristics
USD raised (in millions) 19.74 22.67 17.73 20.10 —-2.01
Token return 9.18 40.54 5.97 17.29 -3.21
Twitter age (in months) 11.48 17.56 8.51 10.58 —2.97
Followers (°000) 28.15 44.27 26.02 40.65 -2.13
Photos/ Videos 202.54 278.30 218.27 225.84 15.73
Networking links 5.52 2.56 6.30 3.04 0.78*
Country origins 0.92 0.27 0.98 0.15 0.06
Whitepaper quality
Risk factor 0.37 0.48 0.34 0.48 —0.03
Allocation plan of funds 0.53 0.50 0.53 0.50 0
Team members 0.59 0.49 0.70 0.46 0.11
Whitepaper pages 31.13 18.65 40.05 23.71 8.92%**
Macro-condition
GDP per capita ($000) 48.86 20.21 53.30 20.29 4.44

, **, * denote significance levels at 1%, 5% and 10% respectively. ***, **,
denote significance levels at 1%, 5% and 10% respectively.

initial insights into the social responsibility of ICOs. We find that some
ICOs integrate CSR into their business perspectives and that the national
culture has an explanatory power for this phenomenon. We support the
view that CSR engagement is reflection of a nexus of formal and informal
rules. Secondly, CSR goals can predict other responsible behaviors of
ICOs. We find that SR-ICOs provide more detailed project descriptions
and are more active in keeping communications with stakeholders.
Although CSR-related visions cannot directly attract new equity, we find
that SR-ICOs can raise significantly more funds than others when they
attract more investor attention on social networking platforms. Finally,
our analysis based on a more recent sample of ICOs suggests that the
signalling effects of ICOs’ responsible goals are consistent and even
stronger over time.

Our results have important implications for the ICO markets. CSR
reflects the good faith of ICOs and indicates high quality of information
supply. The willingness of ICOs to engage in responsible business
practices may imply that they are less likely to have ethical concerns in
the future. Investors who invest more in socially responsible ICOs may
enjoy greater information transparency and better protection. To gain
public trust, ICO ventures should be committed to full disclosure,
answering questions from potential investors, and honestly discussing
concerns raised by investors. For ICO ventures that are interested in
contributing to society, our results provide advice on possible methods
to maximize their potential for success. Start-ups should make them-
selves more visible on the Internet and improve information trans-
parency. It is likely that early transparency and trust will become a
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valuable asset of ICOs. For policymakers interested in developing reg-
ulations for ICOs, they may find our findings useful as a first step to-
wards introducing effective regulations for future token offerings such as
the introduction of a reporting standard.

For future research, we suggest some promising perspectives that
emerge from this study. Presenting social responsibility in whitepapers
is arguably costless to present, which may lead to moral hazard prob-
lems in signalling. Momtaz (2021b) has evidenced that token issuers
systematically exaggerate the information disclosed in whitepapers to
raise more funds in less time. Researchers may find it interesting to
check whether ICO ventures fulfil the responsible goals promised in the
whitepapers, and whether the consistency between prospectus and post-
ICO behavior contributes to start-ups’ reputation, relationship with in-
vestors, and long-term performance. Alternatively, will sending biased
signals lead to penalities? Signals of social responsibilities are ideal for
detecting such moral hazards in information disclosure. Furthermore,
Hornuf et al. (2021) note that information disclosure prior to the ICO
issuance can predict fraud. Do responsible goals contribute to a lower
probability of fraud? Answering these questions could add to the
enrichment of the signaling theory while informing a wide range of
stakeholders.

Although we show that responsible ICOs are as competitive as or-
dinary ICOs in terms of fundraising outcomes, there could be potential
moderators of CSR on ICO success. For example, industry type, start-up
characteristics, investor identity, or future policies may differentially
affect the impact of CSR goals on ICO success. As investor-level data
become available, it should be valuable to assess the effect of ICO
investor preferences on CSR, e.g., Fisch et al. (2021). Also, does the
cultural background of investors play a role in token sales? Furthermore,
understanding the relationships could add to institutional theory, and
guide ICOs on strategies to attract investment.

Will CSR affect the long-term performance of ICO start-ups? ICO
start-ups are funded by investors from around the world and are
therefore more exposed to global disasters (either financial or non-
financial). Can CSR help them build resilience to global risks by
strengthening relationships with stakeholders such as customers, in-
vestors, employers, suppliers, and authorities? Does CSR imply better
corporate governance that maximizes investor wealth? More work needs
to be done in the future to provide relevant insights into this new in-
vestment strategy.
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Table 7
SR-ICOs and information disclosure.
(@) (2) 3
Country origins # Whitepaper page # Networking link
Estimate SE p-value Estimate SE p-value Estimate SE p-value
SR-ICO 0.056* 0.029 (0.057) 8.178** 3.801 (0.032) 0.957* 0.504 (0.059)
Twitter age 0 0.001 (0.692) 0.077 0.085 (0.367) 0 0.010 (0.996)
1CO duration 0 0.0003 (0.326) —0.038 0.030 (0.207) —0.003 0.005 (0.588)
Ln GDP pc —0.146 3.088 (0.962) 0.225 0.448 (0.616)
Private credit/GDP —0.538 2.931 (0.854) 0.080 0.403 (0.844)
Corruption 1.178 1.252 (0.348) —0.384** 0.184 (0.038)
Rule of law —2.328 1.732 (0.180) —0.144 0.225 (0.523)
French law 1.010 5.841 (0.863) 0.140 0.645 (0.828)
Intercept 0.978*** 0.034 0) 38.357%** 11.322 (0.001) 4.888*** 1.659 (0.003)
Year FE Yes Yes Yes
Obs. 339 270 286
R-squared 0.025 0.138 0.059

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses.
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, * denote significance levels at 1%, 5% and 10% respectively.
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Table 8
Comparison of fundraising outcomes between SR-ICOs and Non-SRs.

Panel A. Whole sample

@D (2

Ln (USD raised)

Estimate SE p-value Estimate SE p-value
SR-ICO —0.295 0.238 (0.313) —0.321 0.318 (0.323)
Twitter age 0.007* 0.003 (0.063) 0.008** 0.004 (0.036)
ICO duration —0.010* 0.005 (0.061) —0.01* 0.005 (0.051)
Ln GDP pc 0.111 0.213 (0.603)
Private credit/GDP —0.340 0.223 (0.136)
Corruption —0.155* 0.081 (0.063)
Rule of law 0.140* 0.082 (0.098)
French law —0.460 0.357 (0.206)
Media coverage 0.328%*** 0.102 0) 0.389%*** 0.081 )
Bitcoin index 0.001 *** 0 ) 0.001*** 0 0)
Intercept 14.591%** 0.842 ) 14.551%** 0.284 0)
Year FE Yes Yes
Country FE No Yes
National institutions Yes Omit
Obs. 283 271
R-squared 0.310 0.376

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. **

denote significance levels at 1%, 5% and 10% respectively.

Panel B. Whole sample

@ (2

Ln (USD raised)

Estimate SE p-value Estimate SE p-value
SR-ICO —0.404** 0.157 (0.015) —3.288** 1.247 (0.013)
SR-ICO # Ln Followers 0.308** 0.130 (0.023)
Ln Followers 0.304*** 0.071 0) 0.246%*** 0.074 (0.002)
Whitepaper pages 0.005 (0.008) 0.015%** 0.005 (0.010)
Photos/ Videos 0 (0.202) 0 0 (0.160)
Team members 0.231 (0.495) 0.127 0.237 (0.596)
Risk factor 0.135 (0.026) —0.331** 0.143 (0.027)
Allocation plan of funds —0.001 0.117 (0.990) 0.017 0.125 (0.890)
Networking links 0.007 0.033 (0.828) 0.004 0.033 (0.915)
Twitter age 0.003 0.003 (0.226) 0.003 0.003 (0.315)
ICO duration —0.007 0.005 (0.123) —-0.007 0.004 (0.120)
Ln GDP pc —0.050 0.212 (0.814) —0.049 0.216 (0.821)
Private credit/GDP —0.288 0.229 (0.217) —0.350 0.234 (0.144)
Corruption 0.086 (0.283) —-0.120 0.093 (0.203)
Rule of law 0.078 (0.112) 0.159* 0.082 (0.061)
French law 0.298 (0.198) —0.365 0.290 (0.217)
Media coverage 0.130 (0.002) 0.420* 0.121 (0.001)

Bitcoin index 0 (0.028) 0 (0.034)
Intercept 11.491%** 0.933 0) 12.193%** 0.824 0)
Year FE Yes Yes

Obs. 247 247

R-squared 0.407 0.416

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***, **  * denote significance levels at 1%, 5% and 10% respectively.

Panel C. Largest four ICO markets only (U.S., Singapore, Switzerland, and U.K.)
@ 2
Ln (USD raised)

Estimate SE p-value Estimate SE p-value
SR-ICO —0.169 0.397 (0.698) —0.295 0.162 (0.166)
Ln Followers 0.284%* 0.079 (0.037)
Whitepaper pages 0.016 0.008 (0.134)
Photos/ Videos 0 0 (0.406)
Team members 0.183 0.307 (0.594)
Risk factor —0.413* 0.169 (0.093)
Allocation plan of funds —0.029 0.148 (0.859)
Networking links 0 0.489 (0.993)
Twitter age 0.013* 0.004 (0.050) 0.007 0.005 (0.219)
ICO duration —0.017%* 0.005 (0.044) —0.012* 0.004 (0.069)
Media coverage 0.431** 0.094 (0.020) 0.538* 0.196 (0.071)
Bitcoin index 0.001** 0 (0.029) 0 0 (0.465)
Intercept 14.508%** 0.367 ) 11.132%** 0.802 (0.001)
Year FE Yes Yes
Country FE Yes Yes
Obs. 163 147
R-squared 0.365 0.472
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Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***,

Table 9

ICOs in 2019 to 2021.

Journal of Business Research 168 (2023) 114224

, * denote significance levels at 1%, 5% and 10% respectively.

Panel A. Individualism culture and SR-ICOs

Individualism culture
Ln GDP pc

Private credit/GDP
Corruption

Rule of law

French law

Intercept

Year FE

Obs.

R-squared

(€8]

SR-ICO
Estimate
—0.009%**

SE
0.002

p-value

©

0.971%**
No

133
0.093

0.335 (0.007)

2

Estimate
—0.009%**
—0.041
0.002%*
0.120
—0.224
—0.125*
1.592%**
Yes

131
0.139

SE

0.002
0.046
0.001
0.508
0.533
0.064
0.385

p-value
0)

(0.380)
(0.049)
(0.815)
(0.677)
(0.061)
0)

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***, **, * denote significance levels at 1%, 5% and 10% respectively.

Panel B. SR-ICOs and information disclosure

@ 2 3

Country origins # Whitepaper page # Networking link

Estimate SE p-value Estimate SE p-value Estimate SE p-value
SR-ICO 0.090* 0.051 (0.080) 25.918*** 5.212 (O] 1.075%* 0.425 (0.013)
Twitter age 0 0.002 (0.782) —0.141%* 0.059 (0.019) 0.009 0.008 (0.235)
ICO duration 0 0 (0.278) 0.024%** 0.007 (0.001) 0 0.001 (0.767)
Ln GDP pc -0.112 3.411 (0.974) —0.688** 0.309 (0.028)
Private credit/GDP —0.019 0.053 (0.725) —0.003 0.007 (0.612)
Corruption —28.123 24.404 (0.252) —3.689* 2.088 (0.080)
Rule of law 33.070 25.228 (0.193) 5.032%* 2.142 (0.020)
French law 1.549 4.175 (0.711) 0.997%* 0.385 (0.011)
Intercept 0.928%*** 0.043 ) 25.454 30.429 (0.405) 10.504%** 2911 0)
Year FE Yes Yes Yes
Obs. 188 122 140
R-squared 0.057 0.333 0.132

Standard deviations are estimated robust to heteroscedasticity, and p statistics are in parentheses. ***, ** * denote significance levels at 1%, 5% and 10% respectively.
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