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Abstract

Startup founders often display personality traits
associated with charisma and hubris. Existing
literature contains rich evidence on the relevance of
these traits for traditional investments settings that
involve a personal interaction between the
entrepreneur and the investor. However, the state of
theory development on how hubris and charisma also
influence the outcomes of raising seed funding online
from non-professional investors can still be
considered as nascent as a result of missing
empirical evidence. We draw upon dual-process
theory and argue that hubris and charisma are of
particular relevance as they trigger intuitive
decision-making  processes of  non-traditional
investors. Our empirical setting involves a true
experiment based on three versions of a
crowdfunding pitch video that was recorded in
collaboration with a professional actor. The primary
outcomes suggest that both hubristic and charismatic
entrepreneurs are more successful in sourcing
capital from the crowd as they are perceived as more
trustworthy and passionate.

1. Introduction

"We are not won by arguments that we can
analyze, but by tone and temper, by the manner
which is the person himself" [5].

Crowdfunding provides startup founders with a
novel opportunity to raise seed funding from non-
professional investors through online marketplaces
[1, 2], such as Kickstarter and IndieGoGo.
Examinations of the determinants that influence the
investment decisions of crowd funders are
increasingly gaining popularity in the information
systems (IS) literature but the overall state of theory
development is still at an ‘embryonic state’ [3, 4]. We
contribute to this stream of literature by examining
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the importance of startup founders’ personality traits
on the success of online crowdfunding campaigns.

The previous quote illustrates the duality of
information processing that is not necessarily based
on analytical arguments but rather on feelings
associated with the "tone and temper” of an
individual [5, 6]. Empirical evidence suggests that
certain personality traits trigger intuitive decision
making that cannot be explained with rational
arguments [7, 8]. We argue that the influence of
personality traits on intuitive information processing
becomes particularly evident in crowdfunding
scenarios as the information provided is limited and
does not allow unskilled non-professional investors
to derive purely rational decisions.

One of these traits is charisma [9, 10]. In fact,
charismatic entrepreneurial leaders are frequently
described as being able to articulate their ideas and
visions in a charming, attractive, and persuasive
manner [11]. Certain characteristics of their verbal
and non-verbal communication leads to high
performance levels, commitment, and satisfaction
among their peers, who often seem to follow them
intuitively [12, 13]. Similar effects are also observed
in cases of hubristic entrepreneurial leaders, such as
Steve Jobs, Mark Zuckerberg, and Jeff Bezos. These
founders are often characterized by various extreme
traits, such as excessive pride, exaggerated self-
confidence, inflated positive self-evaluations and
arrogance [7, 14-16].

Additional knowledge on how hubristic and
charismatic startup founders are perceived by third
parties is of considerable importance as hubris and
charisma are two phenomena that frequently occur
within the startup context [7, 14]. The "tone and
temper" of these founder personalities is perceived is
especially relevant in order to raise funding.
Entrepreneurs have to convincingly present
themselves and their business ideas in front of
potential investors in order to obtain financing. In this
context, crowdfunding campaigns are particular
relevant as they allow entrepreneurs to raise money
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from a large pool of non-professional investors [5,
17].

We apply multi-model methods in order to
examine the influence of entrepreneur's personality
traits on the judgement and decision making of non-
professional investors in crowdfunding campaigns.
We further explore how entrepreneur's personality
traits can be linked to hubris and charisma. In order
to address these research questions, the paper relies
on dual-process theory of information processing in
order to analyze the intuitive judgment and decision
making ~ of  non-professional  investors in
crowdfunding settings.

To that end, we decided to conduct a true
experiment based on a manipulated crowdfunding
pitch video. The video allows us to gather data that
reflects the complexity of hubris and charisma
including speech, gestures, explanatory models, and
inflections [18, 19]. Multimodal methods are well
suited to capture those verbal and non-verbal
elements alike and to conduct more fine-grained
analyses based on this data [20]. In the following, we
outline the theoretical background and explain the
method.

2. Theoretical background & hypotheses

2.1 Intuitive information processing

We refer to the dual-process theory of
information processing in order to determine how
hubristic and charismatic startup founders are
perceived by non-professional investors [21, 22].
This theory proposes two separate modes for
cognitive information processing. One is analytical,
deliberate, controlled and relatively slow. This mode
is used when individuals solve consciously a complex
problem [22, 23]. The second mode is affective. It
can be characterized as intuitive, automatic, fast, and
driven by feelings [24]. This mode also involves the
cognitive processes that influence the perception of
risks, which is particularly relevant in relation to
financial investments [25]. Prior research indicates
that emotional processes within the cognitive system
impede rational risk judgment. Therefore, risk
estimations are often not based on analytical
processes that systematically assess the probabilities
of certain risks [21].This reasoning already shows
that intuition and analysis are defined as the opposite
ends of a continuum that displays modes of
information  processing [26]. Every decision
addresses a particular cognitive mode on this
continuum that contains a combination of intuitive
and analytical processing. We follow this

understanding of dual processing in order to examine
an investment decision in a crowdfunding scenario.
While the analysis mode is the same across groups,
we manipulate the intuitive component of a
crowdfunding pitch through multimodal methods.

The affect heuristic provides a theoretical
explanation for the underlying effects in the intuitive
information processing mode. In an individual's
mind, objects and events are tagged to varying
degrees with affect. This includes emotions and
feelings based on previous experiences. In the
process of judgement and decision-making, an
individual consults the "affect pool™ that contains all
positive and negative tags consciously or
unconsciously associated with the representations
[23, 24]. To that end, the affect serves as a decision
cue. The initial affective impression cannot be
controlled by the individual as the tags create a
mental short-cut that cannot be disabled. This
thinking mode is extremely efficient, as it requires
almost no mental effort leading to the term "affect
heuristic" [22]. Individuals often utilize the affect
heuristic instead of cognitive efforts, as it is difficult
for the human mind to consider all available
information. Instead, only limited ‘computing
capacities’ of the brain are used in order to process
information and derive decisions on a bounded
rational basis [6].

This implies that instead of making a rational
judgement based on all available data, feelings are in
some situations the actual driver of judgement and
decision making [23, 24].

2.2 Determinants of crowd funders’
investment decisions

The state of theory development on how intuitive
and analytical judgement is manifested in the
decision-making of non-professional investors can
still be considered as nascent due to missing
empirical evidence [27]. Crowd funders often lack a
professional investment background compared to
standard financial intermediaries [4]. They pledge
smaller amounts of money based on the value
proposition presented by startup founders through
video pitches or other means [1, 3, 28]. Such
crowdfunding campaigns enable founders to source
seed funding from a large crowd that invests money
in return for future products, equity, or loans [2, 29].

Existing empirical evidence identified several
determinants of crowd funders’ investment decisions.
It is found, for instance, that displaying social capital,
such as access to large social networks, positively
influences the trustworthiness and credibility of
crowd funders [30, 31]. In addition, perceived
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cultural differences are determined to influence the
transaction likelihoods: greater perceived differences
are associated with lower transaction likelihoods [1].

We contribute to this state of scientific knowledge
by examining the importance of startup founders’
personality traits on the success of online
crowdfunding campaigns.

2.3 Startup founders’ personality traits

Hubris and charisma combine several personality
traits that are frequently attributed to entrepreneurial
leaders and affect how entrepreneurs are perceived by
stakeholders, such as (non-professional) investors [7,
8]. Both traits emerged from different research
disciplines that contribute meaningfully to the above
outlined research questions.

Hubris is a cognitive bias that is characterized by
excessive pride, exaggerated self-confidence, inflated
positive self-evaluations and arrogance [7, 14, 16].
The concept originates from Greek mythology and is
applied in management and entrepreneurship
literature in order to describe the beliefs and
behaviors of entrepreneurial leaders that hold a
position of power [32-34]. Famous founder
personalities, such as Steve Jobs, Mark Zuckerberg,
and Jeff Bezos, are frequently attributed with hubris.
The bias is described to affect their verbal and non-
verbal articulation of ideas and visions [14, 15, 35].

Charisma is defined as a value-based leadership
style that utilizes symbols, emotions, and a shared
vision in order to inspire followers [36]. Research on
charisma has a long tradition in management
literature and positive attributions of charismatic
CEOs, that are described as charming, attractive, and
persuasive by their peers [11], are already well
researched and documented [10, 11]. Famous
personalities are, for instance, Barack Obama and
Martin Luther King, who both are described to
articulate their missions in a charismatic manner.
Surprisingly, empirical evidence on how charismatic
startup founders are perceived by third parties,
especially (non-professional) investors, is still
missing [37].

2.4 Hypotheses

Drawing upon the previously presented insights
on dual process theory and entrepreneurial
personality traits, we argue that the intuitive
component of judgement and decision-making is of
particular importance for investment decisions by
crowd funders. Specifically, we argue that especially

non-verbal expressions, such as tone of voice and
facial expressions, have an important influence on
how crowd funders perceive startup founders and
their ideas [17, 36]. These contextual elements of a
crowd funding pitch are suggested to create an
emotional stage that leads crowd funders, with only
minor experiences in investing money, to rely on
intuition rather than the logical arguments presented
[6, 24].

Therefore, we assume that intuition is among
others an important determinant of crowd funding
success and state:

H1: The success of a crowdfunding campaign is
influenced by intuitive information processing.

Furthermore,  research  in  relation to
entrepreneurial personality and marketing suggests
that personality traits influence the perception of
others. Traits such as charm, attractiveness,
persuasive communication, articulation of compelling
visions, and arousing and inspiring commitment are
associated with charisma and regarded as positive in
relation to the charismatic leadership style [11]. In
contrast, hubris is associated with personality traits
that are often associated with negative aspects such
as negative interpersonal consequences [38] and
difficulties to identify themselves with the leader
[39]. However, little is known about the personality
traits in relation to hubris and the proposed negative
implications do not necessary hold true as many
successful leaders show hubris. A possible
explanation provides the marketing literature. This
line of research suggests that traits such as empathy,
customer service orientation, extroversion, ego-drive,
and optimism characterize a successful sales person
[40]. We argue that a video product pitch in a
crowdfunding campaign is comparable to a
traditional sales event with the exception that the
entrepreneur tries to sell a potential product that does
not exist at that stage. Not every sales person trait can
be assigned to charisma or hubris (e.g., extroversion).
However, we argue that empathy and customer
service orientation reflect charismatic traits, while
ego-drive and optimism represent hubris. We state:

H2: Entrepreneur's personality traits influence
judgement and decision-making of (non-professional)
investors in crowdfunding campaigns.

In line with the affect heuristic, we argue that the
individual affect pool contains personal preferences
and experiences. Consequently, the affect can differ
between individuals as the established mental
shortcuts are triggered by different feelings. This
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explains why some individuals can be convinced with
personality traits such as ego-drive (which might
cause feelings in relation to competence and passion)
while others feel understood through the personality
trait of empathy and related shared values. Formally,
we state:

H3: Entrepreneur's personality traits in relation to
hubris and charisma trigger different affects that
contribute individually to the success of a
crowdfunding campaign.

3. Methodology

An experimental design was chosen with one
between-group factor entrepreneur style with three
levels (hubris, charisma, and neutral) and one trial in
order to explore judgement and decision-making of
non-professional investors. The investment decision
was based on a real-world crowdfunding campaign
that was selected based on the following criteria: (1)
a single founder initiated the project, (2), the founder
succeeded in raising the targeted amount of money,
(3) product and pitch are easy to understand, (4)
product price is relatively low, and (5) the product is
still relatively unknown.

In order to identify the pitch, we considered the
most  successful crowdfunding pitches across
platforms and eventually selected a non-absorbent T-
shirt. Next, we determined charismatic and hubris
characteristics that can be displayed in a video pitch.
This resulted in a list of attributes for the
representation of hubris, charisma, and a neutral
pitch. The neural pitch without treatment is used for
the control group. Table 1 outlines some of the
selected differences between the videos. In total, we
identified 14 characteristic attributes in 10 categories
based on an extensive literature analysis that also
involved publications on how entrepreneurs act when
presenting their business ideas on stage or in written
documents, such as business plans and pitch decks
[14, 36].

Each video has a runtime of about three minutes.
All three pitches were recorded with a professional
actor using video recording facilities within a
university. The list of attributes was utilized in order
to develop scripts for the three product pitches. While
the general arguments - such as cost savings in
relation to washing - were the same in all three
versions, the presentation style and the emphasis on
particular aspects differed between the pitches. Video
recording and editing were completed in December
2017.

We currently conduct the experiment in a
controlled classroom environment. Participants have
basic knowledge about business administration
including entrepreneurship and are randomly
assigned to one out of three groups (neutral,
charisma, or hubris). To that end, we are conducting
a true experiment. The experiment begins with the
distribution of a questionnaire and the related
collection of descriptive information such as age,
gender and educational background. Then, in
dependence of the group allocation, either the neutral,
the charisma, or the hubris pitch is shown. This is
followed by a question regarding the intended
purchase behavior as well as the perceived
trustworthiness and passion of the entrepreneur in the
questionnaire. Participants can select between no
investment, one T-shirt for 35 Euro, two T-shirts for
65 Euro, and seven T-Shirts in different colors for
200 Euro. On this basis, we are able to identify
differences in the purchase behavior between all three
versions of the video pitch. Furthermore, variables
will be collected in order to determine how the
participants perceived the manipulated personality
traits of the entrepreneur. This includes their
perception of empathy, customer orientation, ego-
drive, optimism, and extroversion. Additionally, we
will collect data regarding the perceived charisma,
hubris, voice, and gestures in order to determine
whether the treatment was successful. We will further
collect data on the participant's crowdfunding
experience, the personal budget and a finance
knowledge test in order to include these aspects as
control variables. The data analysis is based on an
ANCOVA with the fixed factor entrepreneur style,
the dependent variable intended purchase behavior as
well as the control wvariables crowdfunding
experience,  personal  budget, and finance
knowledge. Effects of the remaining variables will be
examined as part of the post hoc analysis.
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Table 1. Selected differences between the three
versions of the video pitch.

Neutral | Charisma | Hubris

Ouitfit
(The outfits were chosen based on a discussion with a
professional actor and film director)

- <@ ot

7 |
B “

Rate of speaking [41, 42]
Normal Rather sI_ow but Rather fast and
varying snappy
Inflection [43]
Monotonous | Animating | Contemptuous
Explanatory model [36, 44, 45]
Lists (1.2,3) No lists. Focus
. in order to create
Unspecific . on personal
a feeling for -
benefits
completeness
Focus on we (we
o can change Focus on I (I can
Objective - change
something something)
together) 9

4. Primary findings & outlook

A pre-test of the experiment was conducted with
60 business students in April 2018. The learnings
from this pre-test were used to refine the
questionnaire and setting of the experiment.

The actual experiment is currently conducted with
210 business students that are randomly assigned to
one of the three groups (neutral, hubris and
charisma). The primary findings indicate that that
both charismatic and hubristic startup founders are
more successful in sourcing capital from the crowd
compared to entrepreneurs without noticeable
personality traits. Specifically, the data indicates that
hubris influences how the founders are perceived
with regard to their trustworthiness, whereas
charismatic  entrepreneurs are  perceived as
passionate. These associations are derived intuitively
and positively influence the investment decisions of
the crowd funders. To that end, we believe that our
results will provide valuable insight into the success
factors of crowdfunding.

The data collection will be completed by
24.06.2018 and the analysis is again conducted
thoroughly. We are looking forward to presenting the
detailed findings at the 52" HICSS. In addition, a
second study is planned in order to determine
whether our study is subject to selection bias. We

have carefully selected a sample of students with
highly diverse backgrounds who have all deliberately
chosen to enroll in an elective entrepreneurship class.
We argue that this choice is an indicator for their
entrepreneurial  mindset, which could be a
characteristic of crowd funders who are interested in
investing smaller amounts of money in innovative
projects. However, we are aware that a potential
selection bias could occur and a second study with a
more diverse sample is planned to address this
concern. Our findings have practical implications as
they could help crowd funders to raise money.
Additionally, the findings could stimulate further
research on personal characteristics that influence the
success of entrepreneurs.
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