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ABSTRACT 

 
The global MSME financing gap estimated 
at US$5.7 trillion across emerging markets 
has accelerated scholarly interest in 
technology-driven alternative financing 
instruments. Yet whether ECF and P2P 
lending enhance or undermine the long-
term financial sustainability of MSMEs 
remains unresolved. This study conducts a 
systematic literature review following 
PRISMA 2020 guidelines, applying the 
CIMO framework to synthesize 13 empirical 
studies published between 2018 and 2026. 
The configurational analysis identifies four 
distinct pathways linking alternative 
financing to MSME financial sustainability. 
Information asymmetry reduction emerges 
as the linchpin mechanism across all 
studies, operating through governance, 
human capital, social-relational, and visual 
signaling channels that fundamentally differ 
from traditional intermediation. ECF 
functions as a double-edged sword, 
enhancing innovation yet elevating failure 
risk depending on governance structure 
and financial constraint severity. P2P 
lending improves sustainability within 
optimal credit thresholds but triggers moral 
hazard when leverage is excessive. These 
findings necessitate modifications to 
pecking order, signaling, and agency 
theories, and demonstrate that regulatory 
calibration of investor control rights and 
post-financing disclosure is essential for 
converting capital access into sustainable 
financial outcomes. 
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INTRODUCTION 
 

Micro, small, and medium-sized enterprises (MSMEs) constitute the backbone of global 
economic systems, representing over 90% of all firms, approximately 70% of total 
employment, and nearly 50% of gross domestic product (GDP) worldwide (International 
Finance Corporation [IFC], 2025). Despite this centrality, access to formal credit remains 
one of the most persistent structural barriers to MSME growth and survival. The IFC–
World Bank MSME Finance Gap Report in 2025 estimates that across 119 emerging 
markets and developing economies, the financing gap stands at US$5.7 trillion, 
equivalent to 19% of GDP, with 40% of formal MSMEs classified as credit-constrained. 
This gap widened by 27% between 2015 and 2019, outpacing GDP growth by a factor 
of two, signaling that conventional financial intermediation has been unable to keep pace 
with the expanding demand for MSME credit (IFC, 2025). Restricted access to formal 
finance impedes productivity, forces reliance on costlier informal credit channels, and 
ultimately undermines the long-term financial sustainability of MSMEs across both 
developed and emerging economies, a pattern documented in the Indonesian MSME 
context (Heliani & Iskandar, 2024). 
 
Against this backdrop, technology-driven alternative financing instruments, particularly 
equity crowdfunding (ECF) and peer-to-peer (P2P) lending, have emerged as potentially 
transformative mechanisms for bridging the MSME financing gap, with fintech lending in 
particular associated with improved MSME performance in emerging-market settings 
(Hasanudin & Panigfat, 2024). These platform-based innovations leverage digital 
infrastructure, algorithmic credit assessment, and crowd-based capital aggregation to 
reduce information asymmetry and transaction costs that characterize traditional bank-
MSME relationships (Ziegler et al., 2021). The global online alternative finance market 
reached US$304.5 billion in transaction volume by 2018, with nearly half of all activity 
directed toward SME borrowers and fundraisers (Ziegler et al., 2021). P2P marketplace 
lending alone accounted for US$34.7 billion in 2020, while ECF has expanded across 
both developed and emerging regulatory jurisdictions (Ziegler et al., 2021). These 
developments represent a fundamental technological reconfiguration of how capital is 
mobilized and allocated to small firms, with implications for financial system architecture 
and regulatory governance. In Indonesia, crowdfunding is increasingly recognized as a 
viable channel for resource-constrained SMEs (Nasoha et al., 2024), even as fintech 
lenders must manage the credit risk of rapidly expanding loan portfolios (Agustin, 2023). 
 
However, a critical disconnect persists between the growing body of literature on 
alternative financing adoption and what is known about its long-term consequences for 
MSME financial sustainability. Existing systematic reviews have primarily examined 
financing channels for SME innovation without distinguishing long-term sustainability 
outcomes from short-term capital access, the role of P2P lending in developing countries 
with limited attention to post-financing firm performance, or broad SME financing trends 
without mechanistic analysis of how alternative instruments affect financial health over 
time. Related review work has focused on herding behavior in crowdfunding markets or 
on campaign-level outcomes rather than firm-level financial trajectories. Consequently, 
the literature lacks a systematic synthesis that simultaneously addresses three 
fundamental questions: through what financial and institutional mechanisms do ECF and 
P2P lending influence MSME outcomes; under what contextual conditions are these 
effects positive versus negative; and how do the resulting financial sustainability 
trajectories compare with those of traditionally financed firms? This gap is particularly 
consequential given that individual empirical studies have reported seemingly 
contradictory findings: ECF-funded firms exhibit both elevated failure rates and superior 
innovative output compared with matched counterparts, while P2P borrowers 
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demonstrate lower default probabilities than generic SMEs despite being perceived as 
higher risk. 
 
The theoretical foundations underpinning these empirical patterns are well established 
but have not been systematically integrated across instruments and contexts. 
Information asymmetry theory (Akerlof, 1970), pecking order theory (Myers & Majluf, 
1984), agency theory (Jensen & Meckling, 1976), and signaling theory (Spence, 1973) 
each offer partial explanations for the mechanisms through which platform-based 
financing affects firm outcomes. Information asymmetry frameworks explain how digital 
platforms reduce informational barriers impeding MSME access to external capital. 
Pecking order theory predicts which firms resort to alternative financing and under what 
conditions, yet its prescriptive implications may not hold when crowd-based equity 
replaces debt without preserving equivalent governance mechanisms (Djabang et al., 
2025). Agency theory illuminates the monitoring challenges inherent in dispersed crowd 
ownership, while signaling theory explains how entrepreneurs communicate quality 
through governance structures, human capital, and social-relational cues. However, no 
existing review has synthesized how these mechanisms interact configurally—that is, 
how combinations of contextual conditions, intervention characteristics, and mechanism 
activations jointly determine whether alternative financing produces positive or negative 
sustainability outcomes. 
 
This study addresses these gaps by conducting a systematic literature review of 
empirical research on the impact of ECF and P2P lending on MSME financial 
sustainability, operationalized as profitability, solvency, and firm survival over a minimum 
period of three years post-financing. The review adopts the CIMO framework—Context, 
Intervention, Mechanism, Outcome (Denyer & Tranfield, 2009)—enabling configurational 
analysis beyond simple intervention–outcome correlations by explicitly modeling the 
mediating mechanisms and moderating contexts through which alternative financing 
instruments operate. The primary research question asks: in the context of MSMEs 
facing formal financing gaps, how do ECF and P2P lending influence financial 
sustainability within three or more years post- financing, and through what financial and 
institutional mechanisms does this relationship operate? Three subsidiary questions 
further decompose this inquiry into the identification of mediating financial mechanisms, 
the specification of moderating contextual and institutional conditions, and the 
comparative analysis of financial sustainability outcomes between alternatively and 
traditionally financed MSMEs. 
 
This review contributes to the literature in three ways. First, to the best of the authors’ 
knowledge, it provides one of the first systematic syntheses focused explicitly on long-
term financial sustainability outcomes rather than short-term capital access of ECF and 
P2P lending for MSMEs. Second, the application of the CIMO framework produces 
configurational propositions that specify the conditions under which alternative financing 
enhances versus undermines financial sustainability, moving beyond the prevailing 
tendency to treat these instruments as unconditionally beneficial or harmful. Third, by 
integrating evidence across both ECF and P2P lending within a unified analytical 
framework, the review enables cross-instrument comparison of mechanisms and 
outcomes that individual studies, focused on a single instrument, cannot provide. These 
contributions carry direct implications for fintech platform design, MSME financial 
strategy, and regulatory calibration domains where evidence-based guidance remains 
urgently needed given the scale of the global MSME financing gap. 
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LITERATURE REVIEW 
 

The relationship between alternative financing and MSME financial sustainability can be 
theoretically situated at the intersection of four established frameworks: information 
asymmetry theory, pecking order theory, agency theory, and signaling theory. Each 
provides a distinct lens for understanding the mechanisms through which ECF and P2P 
lending may influence firm-level financial outcomes, yet none individually accounts for 
the configurational complexity that characterizes platform-based financing environments.  
 
Theoretical Review 
Information Asymmetry Theory 
Information asymmetry constitutes the foundational market failure that both motivates 
and shapes alternative financing instruments. In the classical formulation (Akerlof, 1970), 
informational disparities between capital providers and seekers generate adverse 
selection and credit rationing, disproportionately affecting informationally opaque firms 
such as MSMEs. Traditional intermediaries mitigate this through collateral requirements, 
credit screening, and relationship lending mechanisms that systematically exclude firms 
lacking tangible assets or established credit histories (Stiglitz & Weiss, 1981). Alternative 
financing platforms address this exclusion by deploying technology-enabled information 
channels, algorithmic scoring, crowd- aggregated due diligence, and digital disclosure 
that operate on fundamentally different informational inputs than bank-based 
intermediation (Cummins et al., 2018). 
 
Pecking Order Theory 
Pecking order theory (Myers & Majluf, 1984) predicts that firms prefer internal financing, 
followed by debt, with external equity as a last resort due to adverse selection costs. This 
hierarchy implies that MSMEs resorting to ECF are likely to be those that have exhausted 
less costly alternatives, a prediction with direct implications for the quality composition of 
ECF-funded firms and, consequently, their post-financing sustainability trajectories. 
However, the theory was developed in the context of publicly traded firms with 
professional investors; whether its prescriptive implications hold when equity is 
dispersed among non-professional crowd investors who lack conventional monitoring 
capacity remains an open empirical question. 
 
Agency Theory 
Agency theory (Jensen & Meckling, 1976) provides the analytical framework for 
understanding post-financing governance dynamics. The principal-agent relationship in 
alternative financing departs substantially from conventional settings: crowd investors 
are numerous, dispersed, typically unsophisticated, and possess limited individual 
incentives to monitor managerial behavior. This structural configuration may attenuate 
the disciplining mechanisms that traditional equity holders and creditors exert, potentially 
enabling managerial opportunism. The governance implications are further complicated 
by cross-jurisdictional variation in investor control rights and platform-specific structures 
such as nominee versus direct shareholding models. 
 
Signaling Theory 
Signaling theory (Spence, 1973) complements the information asymmetry framework by 
explaining how entrepreneurs and borrowers can proactively communicate quality to 
prospective funders. In traditional corporate finance, costly signals operate primarily 
through financial disclosures and reputational intermediaries (Connelly et al., 2011). 
Platform-based financing, however, introduces novel signal categories including 
governance structure choices, human capital indicators, social-relational endorsements, 
and visual information whose relative effectiveness in predicting financial sustainability 
has not been systematically mapped across instruments and contexts. 
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CIMO Framework 
These four theoretical perspectives are not mutually exclusive but rather operate as 
complementary lenses that jointly shape the conditions under which alternative financing 
affects MSME financial sustainability. The present review employs the CIMO framework 
(Denyer & Tranfield, 2009) to integrate these perspectives configurally, examining not 
only whether ECF and P2P lending influence financial sustainability, but through which 
mechanisms and under what contextual conditions this influence materializes as positive 
or negative. 
 
Review Propositions 
Because this study synthesizes existing empirical evidence rather than estimating 
relationships from newly collected primary data, conventional statistical hypotheses are 
not formulated. Instead, consistent with the CIMO framework’s capacity to “produce 
configurational propositions,” the following review propositions summarize the Context–
Intervention–Mechanism–Outcome configurations that emerge from the reviewed 
literature and are elaborated with full supporting evidence in the CIMO Configurational 
Analysis presented in the Results section (Table 2). 
 
Proposition 1 (P1) 
When ECF is delivered through a regulated platform with a nominee governance 
structure and investor control rights, in a developed-market context with moderate 
financial constraints and a management team of three or more members, information 
asymmetry reduction operates through signaling and certification mechanisms that are 
associated with enhanced firm survival and growth outcomes. 
 
Proposition 2 (P2) 
When ECF is extended to SMEs with severe financial constraints in the absence of 
effective governance safeguards and mandatory post-financing reporting, adverse 
selection and the loss of debt-based monitoring discipline are associated with fund 
misallocation and deteriorated post-financing performance. 
 
Proposition 3 (P3) 
When P2P lending is extended to unbanked or credit-constrained MSMEs at or below 
an optimal credit threshold, under risk-based pricing and reputation-based screening, 
financial inclusion and reputation mechanisms are associated with lower default 
probability and improved profitability. 
 
Proposition 4 (P4) 
When P2P lending exceeds a borrower’s absorptive capacity and is priced at high 
interest rates without adequate collateral or screening, moral hazard is associated with 
higher default risk and deteriorated financial sustainability. 
 
Conceptual Framework 
Information asymmetry theory, pecking order theory, agency theory, and signaling theory 
jointly inform the Mechanism (M) component of the CIMO structure guiding this review. 
Each theory identifies a distinct channel through which the Intervention (I — ECF or P2P 
lending), moderated by Context (C — firm, market, and regulatory conditions), produces 
the Outcome (O — MSME financial sustainability, operationalized as profitability, 
solvency, and firm survival over a minimum of three years post-financing): information 
asymmetry theory motivates the reduction mechanism common to both instruments; 
pecking order theory explains the composition of firms selecting into alternative financing 
and the governance consequences of that choice; agency theory explains the monitoring 
dynamics that follow from dispersed crowd ownership; and signaling theory explains the 
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novel governance, human capital, social-relational, and visual signal categories through 
which quality is communicated on digital platforms. This integrated Context–
Intervention–Mechanism–Outcome structure is depicted in Figure 3 (CIMO-Based 
Mechanism–Outcome Thematic Map, Results section) and is further specified into the 
four empirically supported configurations presented in Table 2. 
 

RESEARCH METHOD 
 

Research Design and Framework 
This study adopts a systematic literature review (SLR) approach following the PRISMA 
2020 guidelines (Page et al., 2021). The CIMO framework Context, Intervention, 
Mechanism, Outcome (Denyer & Tranfield, 2009) serves as the organizing framework 
throughout the review process, from the formulation of research questions to the 
definition of inclusion/exclusion criteria and configurational analysis. The application of 
CIMO enables the identification of not only intervention–outcome relationships, but also 
the mediating mechanisms and moderating contextual conditions through which these 
relationships operate. Consistent with the definition of financial sustainability introduced 
in the Introduction — profitability, solvency, and firm survival over a minimum of three 
years post-financing — the Outcome (O) element of the CIMO framework was 
operationalized identically in the inclusion/exclusion criteria (IC4/EC4) applied during 
screening, so that only studies measuring these dimensions over the specified horizon 
were retained in the final corpus. In lieu of a participant sampling method, the "sample" 
in this SLR is the corpus of eligible empirical studies itself; the sampling procedure is 
therefore the multi-stage PRISMA selection process described below (database search, 
deduplication, title/abstract screening, full-text screening, and quality appraisal), which 
functions as a purposive, criteria-based sampling frame for identifying all empirical 
studies eligible for synthesis. 
 
Search Strategy 
A systematic search was conducted across two major bibliographic databases: Scopus 
and Web of Science Core Collection. The search string was constructed using three 
keyword blocks connected by the Boolean AND operator: (1) alternative financing 
instruments (equity crowdfunding, P2P lending, marketplace lending, fintech lending, 
alternative financing); (2) MSMEs (SME, MSME, small business, entrepreneur, startup); 
and (3) financial sustainability indicators (financial performance, firm survival, 
profitability, solvency, credit risk, default). The initial search yielded 195 records (Scopus: 
117; Web of Science: 78). Database filters were subsequently applied to restrict results 
to peer-reviewed journal articles, published in English, within the 2014–2026 timeframe, 
resulting in 126 records (Scopus: 76; Web of Science: 50). Although the initial search 
window covered publications from 2014 to 2026, only studies published between 2018 
and 2026 ultimately satisfied all predefined eligibility criteria; records published between 
2014 and 2017 were screened but did not survive title/abstract or full-text screening, so 
the final corpus is concentrated in the more recent sub-period. 
 
Selection Process 
The selection process was conducted in four stages, as illustrated in Figure 1. In the first 
stage, duplicate removal was performed using exact title matching (case-insensitive 
normalization) combined with fuzzy matching (SequenceMatcher ratio >0.85), yielding 
89 unique articles after eliminating 37 duplicates. 
 
In the second stage, title and abstract screening (Phase 1) applied criteria based on the 
Context (IC1), Intervention (IC2), and Outcome (IC4) elements of the CIMO framework, 
along with general criteria relating to document type (IC5, IC6) and exclusion conditions 
(EC1, EC2, EC4, EC5, EC6, EC7, EC8). The Mechanism criterion (IC3/EC3) was not 
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applied at this phase, as mechanism- related information is frequently unavailable at the 
abstract level. Of 89 articles, 22 met the inclusion criteria, 10 were categorized as 
uncertain, and 57 were excluded. All 32 articles (22 included + 10 uncertain) were 
forwarded to the subsequent phase. 
 
In the third stage, full-text screening (Phase 2) applied the complete set of inclusion and 
exclusion criteria (IC1–IC7, EC1–EC8), including the verification of mechanisms 
(IC3/EC3), empirical status (IC7), and the identification of review articles (EC8). Of the 
32 articles, 19 were excluded predominantly due to outcomes not measuring financial 
sustainability (EC4: 13 articles) and mechanisms not being empirically tested (EC3: 10 
articles), resulting in 13 articles that satisfied all eligibility criteria. Because a single article 
could fail more than one eligibility criterion simultaneously, the reasons for exclusion 
overlap: several of the 19 excluded articles failed both the outcome (EC4) and 
mechanism (EC3) criteria concurrently, which is why the sum of exclusion reasons (23) 
exceeds the number of unique excluded articles (19). 
 
In the fourth stage, quality appraisal was independently conducted by two assessors 
using an adapted version of the Crowe Critical Appraisal Tool (CCAT) on a 0–16 scale. 
All 13 studies scored within the "High" category (range: 13–16), and no studies were 
excluded at this stage. 
 
Figure 1. PRISMA Flow Diagram 

 
 
Data Extraction and Synthìesis 
Data wìerìe ìextractìed in a structurìed mannìer according to CIMO ìelìemìents: gìeographic 
contìext and MSME charactìeristics (C), typìe of altìernativìe financing instrumìent (I), 
financial and institutional mìechanisms tìestìed (M), and financial sustainability indicators 
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mìeasurìed (O). Mìethodological information including rìesìearch dìesign, analytical 
tìechniquìes, samplìe sizìe, and obsìervation horizon was also ìextractìed to support cross-
study comparability assìessmìent. 
 
Synthìesis was pìerformìed through a narrativìe thìematic synthìesis approach intìegratìed 
with CIMO configurational analysis. M ìethodological hìetìerogìenìeity and variation in 
outcomìe mìeasurìes across studiìes rìendìerìed mìeta-analysis infìeasiblìe; accordingly, 
narrativìe thìematic synthìesis was adoptìed to accommodatìe this divìersity whilìe ìenabling 
thìe idìentification of configurations of conditions that producìe positivìe and nìegativìe 
outcomìes. Thìe final corpus comprisìes 13 quantitativìe ìempirical studiìes publishìed 
bìetwìeìen 2018 and 2026, ìencompassing sìevìen ECF studiìes and six P2P lìending studiìes 
across ninìe countriìes. Throughout thìe Rìesults, statistics arìe rìeportìed as ìextractìed from 
ìeach sourcìe study — rìegrìession/hazard coìefficiìents, odds or hazard ratios, and marginal 
or pìercìentagìe-point ìeffìects arìe distinct quantitiìes and arìe labìelìed accordingly rathìer than 
trìeatìed as intìerchangìeablìe; a coìefficiìent is not, by itsìelf, a pìercìentagìe ìeffìect unlìess thìe 
sourcìe study rìeports it as such (ìe.g., as a marginal ìeffìect or an ìexponìentiatìed ratio). 
 

RESULTS 
 

Descriptive Profile of Included Studies  
Thìe sìelìection procìess yiìeldìed 13 ìempirical studiìes that satisfiìed all inclusion critìeria 
(IC1–IC7) and passìed quality appraisal using an adaptìed vìersion of thìe Crowìe Critical 
Appraisal Tool (CCAT). Tablìe 1 prìesìents a summary of thìe charactìeristics of thìe includìed 
studiìes. 
 
Tablìe 1. Summary of Includìed Studiìes (n = 13) 

Authors (Yìear) Intìervìention Country 
Analytical 
Mìethod 

Samplìe 
Sizìe 

Kìey Outcomìe 
Mìeasurìed 

CCAT 

1 
Hornuf ìet al. 
(2018) 

ECF 
Gìermany, 

UK 

Cox PH, 
Wìeibull AFT, 

mìediation 
analysis 

413 firms 

Firm failurìe, 
follow-up 
funding, 

survival 36 
mo. 

15/16 

2 
Walthoff-
Borm ìet al. 
(2018) 

ECF UK 
CEM, nìearìest 

nìeighbor 
matching 

410 + 250 
matchìed 

Failurìe ratìe, 
profitability, 

patìent 
applications 

16/16 

3 
Galìema 
(2020) 

P2P 
Nìethìerlan

ds 

Probit, OLS 
invìestor FE, 

bivariatìe probit 

5,249 
loans 

Crìedit 
rationing, 
dìefault, 

invìestmìent 

16/16 

4 
Eldridgìe ìet 
al. (2021) 

ECF UK OLS, PSM 
89 

matchìed 
pairs 

Innovation, 
growth 

opportunity, 
ROA 

16/16 

5 
Sabato ìet al. 
(2021) 

P2P UK 
Logistic GEE, 

bìeta 
rìegrìession 

1,536 
firms 

Probability of 
dìefault, ROA, 

ROE 
15/16 

6 
Li and Tian 
(2022) 

P2P China 
Gamìe thìeory, 

IV Probit 
46,470 

obs. 
Dìefault risk 15/16 

7 
Junarsin ìet 
al. (2023) 

P2P Indonìesia 
GMM, 

thrìeshold 
rìegrìession 

149 
MSMEs 

MSME 
profitability, 
dìefault risk, 
bank NPLs 

16/16 

8 
Kgoroìeadira 
ìet al. (2023) 

P2P USA 
Probit 

rìegrìession 
27,252 
loans 

Dìefault ratìe 
(27%) 

16/16 

9 
Kassim ìet al. 
(2024) 

ECF Malaysia PLS-SEM 143 firms 
ROA, ROE, 
salìes growth 

14/16 
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10 
Fasano ìet al. 
(2025) 

ECF Italy 
Panìel FE, 

PSM, ìentropy 
balancing 

396 firm-
yìears 

ROA, salìes 
growth, dìebt 

structurìe 
16/16 

11 
Vismara and 
Wirtz (2025) 

ECF UK 
2SLS Probit, 
compìeting 

risks hazard 

1,483 
campaigns 

Campaign 
succìess, 
follow-on, 

failurìe 

16/16 

12 
Fìelipìe ìet al. 
(2025) 

ECF Brazil 
Clustìer 

analysis, 
rìegrìession trìeìe 

37 
startups 

Profitability (17 
KPIs), 

taxonomy 
14/16 

13 
Do ìet al. 
(2026) 

ECF UK 

Hìeckman 
sìelìection, 

ìentropy 
balancing 

1,574 
firms 

Firm sizìe, 
ROA, follow-
on, survival 

16/16 

Notìe: ECF = Equity Crowdfunding; P2P = Pìeìer-to-Pìeìer Lìending; CEM = Coarsìenìed Exact 
Matching; PSM = Propìensity Scorìe Matching; PH = Proportional Hazards; AFT = Accìelìeratìed 
Failurìe Timìe; FE = Fixìed Effìects; GEE = Gìenìeralizìed Estimating Equations; GMM = Gìenìeralizìed 
Mìethod of Momìents; IV = Instrumìental Variablìes; SEM = Structural Equation Modìeling; CCAT = 
Crowìe Critical Appraisal Tool. 

 
Thìe tìemporal distribution spans from 2018 to 2026, with a concìentration in thìe 2020–
2026 pìeriod, confirming that scholarly attìention to thìe long-tìerm impact of altìernativìe 
financing on MSMEs rìemains a rìelativìely rìecìent rìesìearch phìenomìenon. In tìerms of 
intìervìention typìe, thìe corpus dividìes into two rìelativìely balancìed clustìers: sìevìen ECF 
studiìes and six P2P lìending studiìes. Gìeographically, thìe studiìes arìe distributìed across 
ninìe countriìes ìencompassing both dìevìelopìed markìets (UK, Gìermany, USA, 
Nìethìerlands) and ìemìerging markìets (Indonìesia, Malaysia, Brazil, China), with thìe Unitìed 
Kingdom dominating thìe samplìe (six studiìes). All studiìes arìe quantitativìe in naturìe; thìe 
absìencìe of qualitativìe and mixìed-mìethods dìesigns constitutìes a notìeworthy dìescriptivìe 
finding in itsìelf. Samplìe sizìes rangìe from 37 (Fìelipìe ìet al., 2025) to 46,470 obsìervations 
(Li & Tian, 2022), with post-financing obsìervation horizons ìextìending up to 9 yìears (Do 
ìet al., 2026; Vismara & Wirtz, 2025). All studiìes scorìed within thìe high catìegory on thìe 
CCAT (rangìe: 14–16 out of 16), with ìeight studiìes achiìeving thìe maximum CCAT scorìe 
of 16/16: Eldridgìe ìet al. (2021), Galìema (2020), Junarsin ìet al. (2023), Kgoroìeadira ìet al. 
(2023), Do ìet al. (2026), Fasano ìet al. (2025), Vismara & Wirtz (2025), and Walthoff-
Borm ìet al. (2018). Figurìe 2 prìesìents thìe dìescriptivìe profilìe of thìe includìed studiìes. 
 
Figurìe 2. Dìescriptivìe Profilìe of Includìed Studiìes: (A) Distribution by Intìervìention Typìe, 
(B) Gìeographic Contìext, and (C) Analytical Mìethod 

 
 
Financial Mìechanisms Mìediating thìe Rìelationship Bìetwìeìen Altìernativìe Financing 
and Financial Sustainability (SRQ1) 
Cross-study analysis idìentifiìed sìevìen financial and institutional mìechanisms mìediating 
thìe rìelationship bìetwìeìen altìernativìe financing and MSME financial sustainability. Thìesìe 
mìechanisms do not opìeratìe in isolation; rathìer, thìey form intìerconnìectìed configurations 
as visualizìed in Figurìe 3. 
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Figurìe 3. CIMO-Basìed Mìechanism–Outcomìe Thìematic Map 

 
 
Information Asymmetry Reduction 
This mìechanism was idìentifiìed across all 13 studiìes, ìestablishing it as thìe linchpin 
mìechanism within thìe corpus. In thìe ECF contìext, it opìeratìes through four distinct 
pathways. First, signaling via govìernancìe structurìe: Vismara and Wirtz (2025) 
dìemonstratìed that nominìeìe ownìership structurìe functions as a costly signal that rìeducìes 
advìersìe sìelìection, with thìe intìeraction ìeffìect of ìenvironmìental oriìentation × nominìeìe 
significantly incrìeasing thìe probability of campaign succìess (coìefficiìent = 0.238, p < 
0.01). Walthoff-Borm ìet al. (2018) indìepìendìently confirmìed this finding: nominìeìe 
structurìe yiìeldìed smallìer financial lossìes than dirìect sharìeholdìer structurìe owing to 
rìeducìed agìency conflicts through concìentratìed monitoring. 
 
Sìecond, human capital signaling: Hornuf ìet al. (2018) idìentifiìed that ìeach additional 
sìenior managìemìent mìembìer rìeducìed thìe hazard of firm failurìe by 32.5% (hazard ratio = 
0.675, p < 0.001). Mìediation analysis rìevìealìed that this ìeffìect is dirìect (total ìeffìect 
mìediatìed = 0.001%), rathìer than mìediatìed through follow-up funding. Third, cìertification 
ìeffìect: Do ìet al. (2026) showìed that vìenturìe capitalist (VC) involvìemìent incrìeasìed thìe 
likìelihood of follow-on ìevìents by 16.4% (coìefficiìent 0.49, p < 0.01), rising to 44.2% for 
co-invìestìed firms. Howìevìer, Hornuf ìet al. (2018) found that thìe numbìer of initial VC 
invìestors actually incrìeasìed thìe hazard of failurìe (hazard ratio = 1.450, p < 0.01), 
indicating that profìessional invìestor involvìemìent is doublìe-ìedgìed. Fourth, Eldridgìe ìet al. 
(2021) idìentifiìed information cascadìes that ìenhancìed growth opportunity (β = 0.267, p < 
0.01) and ROA (β = 0.238, p < 0.01), although Walthoff-Borm ìet al. (2018) dìemonstratìed 
that thìe wisdom of thìe crowd has ìempirical limits. ECF firm failurìe ratìes wìerìe 8.5× highìer 
than thosìe of matchìed firms dìespitìe producing 3.4× morìe patìent applications. 
 
In thìe P2P lìending contìext, thìe mìechanism opìeratìes through diffìerìent channìels. 
Kgoroìeadira ìet al. (2023) showìed that crìedit gradìe and rìepaymìent history rìeducìed thìe 
probability of dìefault; rìepìeat borrowìers ìexhibitìed a dìecrìeasìe of 18.7 pìercìentagìe points. 
Li and Tian (2022) formalizìed through gamìe thìeory that a rìeputation ìeffìect factor (μ), 
incrìeasing with thìe numbìer of invìestors, significantly rìeducìes dìefault risk (IV Probit 
coìefficiìent: −1.154, p < 0.01). Galìema (2020) providìed ìevidìencìe that prìe-publication 
invìestmìent by acquaintìed invìestors as a proxy for soft information rìeducìed thìe probability 
of dìefault by approximatìely 6%, whìerìeas formal crìedit scorìes did not significantly prìedict 
dìefault. 
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Capital Structure Rebalancing  
Fivìe studiìes ìexaminìed this mìechanism, yiìelding ambiguous findings. On thìe positivìe 
sidìe, Junarsin ìet al. (2023) dìemonstratìed an invìertìed U-shapìed rìelationship through 
thrìeshold rìegrìession: fintìech lìending crìedit up to IDR 5 billion incrìeasìed MSME 
profitability, whìerìeas amounts ìexcìeìeding IDR 6 billion incrìeasìed dìefault risk. Sabato ìet 
al. (2021) found that P2P borrowìers ìexhibitìed highìer lìevìeragìe yìet also significantly 
highìer ROA and ROE (p < 0.0001), with a probability of dìefault 28% lowìer (0.064 vs. 
0.089) than gìenìeric SMEs. Hornuf ìet al. (2018) showìed that capital accumulation from 
multiplìe ECF rounds rìeducìed thìe hazard of failurìe by 22.6% pìer EUR 100,000 (hazard 
ratio = 0.774, p < 0.001). 
 
On thìe nìegativìe sidìe, Fasano ìet al. (2025) rìevìealìed that SMEs with sìevìerìe financial 
constraints usìed ECF procìeìeds for dìebt rìeduction (total dìebt dìeclinìed 14.4%, p < 0.01) 
rathìer than productivìe invìestmìent; tangiblìe and intangiblìe assìets did not incrìeasìe 
significantly post-ECF. This ìeffìect was ECF-spìecific; matchìed non-ECF firms did not 
ìexhibit thìe samìe pattìern. Fìelipìe ìet al. (2025) corroboratìed this finding, rìeporting that 72% 
of ECF-fundìed startups in Brazil ìexhibitìed poor ìeconomic pìerformancìe, with an avìeragìe 
ROIC of −314% for thìe non-profitablìe clustìer. 
 
Adverse Selection 
Walthoff-Borm ìet al. (2018) idìentifiìed this mìechanism as a fundamìental diffìerìentiator 
bìetwìeìen ECF and traditional financing channìels. Using coarsìenìed ìexact matching, thìe 
study showìed that ECF firm failurìe ratìes wìerìe 8.5× highìer (17% vs. 2%) than thosìe of 
matchìed firms, indicating that ECF platforms attract a disproportionat ìe sharìe of firms 
unablìe to sìecurìe financing from morìe sìelìectivìe sourcìes. Hornuf ìet al. (2018) confirmìed 
that highìer firm valuations at thìe timìe of ECF significantly incrìeasìed thìe hazard of failurìe 
(hazard ratio = 1.056, p < 0.001) ovìervaluation by thìe crowd constitutìes an indicator of 
advìersìe sìelìection. 
 
Cost of Capital, Financial Inclusion, Rìeputation Mìechanism, and Corporatìe 
Govìernancìe 
Thrìeìe P2P lìending studiìes consistìently ìexaminìed thìe cost of capital mìechanism: 
Kgoroìeadira ìet al. (2023) found a positivìe corrìelation bìetwìeìen thìe avìeragìe intìerìest ratìe 
of 18.5% and dìefault (+1.2 pìercìentagìe points pìer 1 pp incrìeasìe), whilìe Galìema (2020) 
rìeportìed that a 1 pìercìentagìe point incrìeasìe in thìe intìerìest ratìe raisìed thìe probability of 
nonpìerformancìe by approximatìely 17%. Hornuf ìet al. (2018) addìed that diffìerìencìes in 
financial instrumìents across countriìes ìequity sharìes in thìe UK vìersus mìezzaninìe 
instrumìents in Gìermany corrìelatìed with a dramatic survival divìergìencìe (90% vs. 70% 
aftìer 36 months). 
 
Thìe financial inclusion mìechanism was strongly documìentìed in ìemìerging markìet 
contìexts. Junarsin ìet al. (2023) rìeportìed that 80.2% of MSMEs in thìeir Indonìesian 
samplìe wìerìe unbankìed, with fintìech lìending sìerving as thìeir first channìel to formal crìedit. 
Galìema (2020) dìemonstratìed that acquaintìed invìestors rìeducìed crìedit rationing 
spìecifically for startup firms (coìefficiìent 0.131, p < 0.05) that wìerìe most ìexcludìed from 
formal financing. 
 
Li and Tian (2022) formalizìed thìe rìeputation mìechanism through dynamic gamìe thìeory: 
whìen thìe rìeputation ìeffìect factor (μ) ìexcìeìeds thìe thrìeshold (1+r)/2, borrowìers opt to 
rìepay. Invìestor participation functions not only as a sourcìe of capital but also as a 
collìectivìe scrìeìening mìechanism that influìencìes borrowìer bìehavior in a dìecìentralizìed 
mannìer. 
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Thrìeìe ECF studiìes ìexaminìed thìe corporatìe govìernancìe mìechanism with convìergìent 
findings: nominìeìe structurìe rìeducìed agìency conflicts and improvìed financial 
pìerformancìe (Vismara & Wirtz, 2025; Walthoff-Borm ìet al., 2018), whilìe invìestor control 
rights through ìequity sharìes (UK modìel) ìexìertìed a disciplining ìeffìect on managìemìent 
comparìed with mìezzaninìe instrumìents (Gìerman modìel), rìesulting in a 67% lowìer hazard 
of failurìe in thìe UK (hazard ratio = 0.331, p < 0.05) (Hornuf ìet al., 2018). Walthoff-Borm 
ìet al. (2018) uncovìerìed a notablìe tradìe-off: nominìeìe govìernancìe outpìerformìed in 
financial outcomìes, whìerìeas thìe dirìect structurìe gìenìeratìed morìe patìent applications (90 
vs. 18 post-campaign). 
 
Contextual and Institutional Moderators (SRQ2) 
Four critical modìerators wìerìe idìentifiìed across thìe corpus. First, rìegulatory ìenvironmìent: 
rìegulatory diffìerìencìes producìed significantly divìergìent outcomìes. Hornuf ìet al. (2018) 
dìemonstratìed a survival divìergìencìe of 90% (UK) vìersus 70% (Gìermany) corrìelatìed with 
diffìerìencìes in rìegulatory instrumìents and invìestor control rights. Junarsin ìet al. (2023) 
idìentifiìed that Indonìesia's rìegulatory crìedit limit (IDR 2 billion) fìell substantially bìelow thìe 
optimal thrìeshold (IDR 5–6 billion), potìentially constraining positivìe impact. Fìelipìe ìet al. 
(2025) documìentìed that 82% of ECF platforms in Brazil failìed to comply with disclosurìe 
rìequirìemìents, rìesulting in 72% of startups ìexhibiting poor pìerformancìe. 
 
Sìecond, firm financial conditions: Fasano ìet al. (2025) providìed ìevidìencìe that SMEs with 
sìevìerìe financial constraints ìexhibitìed thìe worst outcomìes post-ECF. Thìe intìeraction of 
ECF × Financial Constraints yiìeldìed a significant nìegativìe ìeffìect on ROA (β = −0.259, p 
< 0.10), which dìetìerioratìed furthìer for salìes growth (β = −1.325, p < 0.001). Walthoff-
Borm ìet al. (2018) confirmìed that firms rìesorting to ECF possìessìed lowìer undìerlying 
quality, consistìent with pìecking ordìer thìeory prìedictions. 
 
Third, invìestor composition: Do ìet al. (2026) showìed that homogìenìeous syndicatìes 
producìed supìerior outcomìes; VC-BA co-invìestmìent rìesultìed in ìemploymìent −144% 
comparìed with all-BA syndication. Galìema (2020) confirmìed that acquaintìed invìestors 
wìerìe ìeffìectivìe for opaquìe/startup firms (coìefficiìent 0.131, p < 0.05) but not for ìestablishìed 
firms (0.009, n.s.). 
 
Fourth, markìet maturity: in ìemìerging markìets with high financial ìexclusion, altìernativìe 
financing opìeratìed as a complìemìent to traditional financing (Junarsin ìet al., 2023), 
whìerìeas in dìevìelopìed markìets it opìeratìed as a substitutìe P2P lìendìers attractìed quality 
borrowìers who could also havìe obtainìed bank crìedit (Sabato ìet al., 2021). 
 
Comparative Outcomes: Alternative Versus Traditional Financing (SRQ3) 
Thìe comparativìe analysis rìevìealìed two cìentral findings. First, ECF functions as a doublìe-
ìedgìed sword: Walthoff-Borm ìet al. (2018) showìed that ECF firm failurìe ratìes wìerìe 8.5× 
highìer (17% vs. 2%) whilìe simultanìeously producing 3.4× morìe patìent applications than 
matchìed firms. Sìecond, P2P lìending challìengìes thìe bottom-fishing narrativìe: Sabato ìet 
al. (2021) dìemonstratìed that P2P borrowìer SMEs had a 28% lowìer probability of dìefault 
(coìefficiìent −0.3394, p < 0.0001) and highìer profitability than gìenìeric SMEs, supporting 
thìe substitution hypothìesis. 
 
Cross-study findings idìentifiìed fundamìental mìechanistic diffìerìencìes: collatìeral significant 
in bank lìending was not significant in P2P unsìecurìed lìending (Kgoroìeadira ìet al., 2023); 
crowd monitoring was wìeakìer than institutional monitoring (Fasano ìet al., 2025; Walthoff-
Borm ìet al., 2018); and altìernativìe financing dìevìelopìed uniquìe signaling mìechanisms 
without countìerparts in traditional banking, including visual information (Kgoroìeadira ìet 
al., 2023: −17.5 pp dìefault for nìew firms), acquaintìed invìestors (Galìema, 2020), and 
human capital signaling (Hornuf ìet al., 2018). 
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Thìe complìemìentarity–substitution rìelationship is markìet-contingìent. Junarsin ìet al. 
(2023) found that fintìech-bank synìergy rìeducìed bank NPLs (coìefficiìent −2.67ìe-06, p < 
0.01), whilìe Hornuf ìet al. (2018) showìed that 19% of ECF firms obtainìed follow-up 
funding from VCs/Bas; ECF functions as a stìepping stonìe rathìer than a financing 
ìendpoint. 
 
CIMO Configurations: Conditional Effìectivìenìess of Altìernativìe Financing 
Thìe ovìerall synthìesis rìevìeals a cìentral paradox: altìernativìe financing is not 
unconditionally bìenìeficial for MSME financial sustainability. Tablìe 2 prìesìents thìe four 
idìentifiìed CIMO configurations. 
 
Tablìe 2. CIMO Configurational Analysis: Conditions for Positivìe and Nìegativìe Financial 
Sustainability Outcomìes 

Configuration Contìext (C) 
Intìervìention 

(I) 
Mìechanisms 

(M) 
Outcomìe (O) 

Supporting 
Studiìes 

1 
Effìectivìe ECF 
(+) 

SME in 
dìevìelopìed 
markìet with 
maturìe 
rìegulation, 
modìeratìe 
financial 
constraints, 
managìemìent 
tìeam ≥3 
mìembìers 

ECF via 
rìegulatìed 
platform, 
nominìeìe 
structurìe, 
ìequity 
sharìes with 
control rights 

Information 
asymmìetry 
rìeduction 
(signaling, 
cìertification) 
→ agìency 
cost rìeduction 
→ cumulativìe 
financial 
buffìer 

Survival ratìe 
90% (36 mo.); 
growth 
opportunity β = 
0.267; follow-on 
funding +16.4–
44.2% 

Do ìet al. 
(2026); 
Eldridgìe ìet al. 
(2021); 
Hornuf ìet al. 
(2018); 
Vismara & 
Wirtz (2025); 
Walthoff-
Borm ìet al. 
(2018) 

2 
Dysfunctional 
ECF (−) 

SME with 
sìevìerìe 
financial 
constraints, 
wìeak 
rìegulation, 
ovìervaluation, 
mìezzaninìe 
instrumìents 
without control 
rights 

ECF without 
ìeffìectivìe 
govìernancìe, 
without 
mandatory 
rìeporting, 
non-
compliant 
platforms 

Advìersìe 
sìelìection 
(8.5× failurìe 
ratìe) → loss of 
dìebt 
disciplining 
ìeffìect → 
agìency 
misconduct 
(fund 
misallocation) 

ROA dìeclinìe 
(−0.310, p < 
0.001); salìes 
growth −27.91%; 
failurìe ratìe 17%; 
ROIC −314% 

Fìelipìe ìet al. 
(2025); 
Fasano ìet al. 
(2025); 
Hornuf ìet al. 
(2018); 
Walthoff-
Borm ìet al. 
(2018) 

3 
Effìectivìe P2P 
(+) 

Unbankìed 
MSMEs in 
ìemìerging 
markìet OR 
growth-
oriìentìed SMEs 
in dìevìelopìed 
markìet, crìedit 
≤ optimal 
thrìeshold 

P2P lìending 
with risk-
basìed 
pricing, 
acquaintìed 
invìestors, 
two-phasìe 
invìestmìent 
modìel 

Financial 
inclusion → 
rìeputation 
mìechanism (μ 
> (1+r)/2) → 
acquaintìed 
invìestor 
signaling → 
optimal 
lìevìeragìe 

PD 28% lowìer; 
profitability 
incrìeasìe (≤ IDR 
5B); dìefault −6% 
(acquaintìed 
invìestors); bank 
NPLs dìecrìeasìe 

Galìema 
(2020); 
Junarsin ìet al. 
(2023); Li & 
Tian (2022); 
Sabato ìet al. 
(2021) 

4 
Advìersìe P2P 
(−) 

High-risk 
borrowìer, 
unsìecurìed, 
intìerìest ratìe 
>18%, crìedit 
>IDR 6B 

P2P lìending 
without 
collatìeral, 
suboptimal 
pricing, 
crìedit 
ìexcìeìeding 
absorptivìe 
capacity 

Moral hazard 
→ ìexcìessivìe 
lìevìeragìe → 
crìedit scorìes 
fail to prìedict 
dìefault 

Dìefault ratìe 27%; 
+1.2 pp dìefault 
pìer 1 pp intìerìest 
ratìe incrìeasìe; 
nonpìerformancìe 
+17% pìer 1 pp 

Galìema 
(2020); 
Kgoroìeadira 
ìet al. (2023); 
Junarsin ìet al. 
(2023) 

Notìe: (+) = positivìe outcomìe configuration; (−) = nìegativìe outcomìe configuration; PD = Probability 
of Dìefault; mo. = months. Thìe numìerical conditions listìed undìer Contìext and Intìervìention (ìe.g., 
managìemìent tìeam ≥3 mìembìers, intìerìest ratìe >18%, crìedit >IDR 6 billion) arìe valuìes rìeportìed by 
thìe spìecific supporting study(iìes) citìed in ìeach row, not univìersal thrìesholds ìestablishìed by this 
rìeviìew; thìey should bìe rìead as illustrativìe boundary conditions obsìervìed in thìe contìext ìexaminìed 
by thìe sourcìe study rathìer than gìenìeralizablìe cut-offs for MSMEs as a wholìe. 
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Thìesìe configurations dìemonstratìe that thìe ìeffìectivìenìess of altìernativìe financing is 
associatìed with thìe intìeraction among firm contìextual conditions, intìervìention dìesign 
(particularly govìernancìe structurìe and instrumìent dìesign), and thìe mìechanisms 
activatìed. ECF yiìelds positivìe outcomìes whìen supportìed by nominìeìe govìernancìe, 
invìestor control rights, and modìeratìe firm financial conditions, yìet bìecomìes 
countìerproductivìe whìen safìeguards arìe absìent and firms ìexpìeriìencìe sìevìerìe financial 
constraints. P2P lìending is ìeffìectivìe at optimal dosagìes and whìen rìeputation 
mìechanisms arìe activìe, whìerìeas high intìerìest ratìes and ìexcìessivìe crìedit triggìer moral 
hazard and thìe dìetìerioration of financial sustainability. 
 

DISCUSSION 
 
Thìe findings of this systìematic rìeviìew indicatìe that altìernativìe financing ìencompassing 
ECF and P2P lìending is associatìed with a conditional rathìer than univìersally bìenìeficial 
influìencìe on MSME financial sustainability. This sìection intìerprìets thìesìe findings in 
rìelation to ìestablishìed thìeorìetical framìeworks, positions thìem within thìe broadìer 
ìempirical landscapìe, and dìerivìes implications for thìeory, practicìe, and policy. Bìecausìe 
thìe rìeviìew synthìesizìes findings from 13 hìetìerogìenìeous, prìedominantly quasi-
ìexpìerimìental and obsìervational studiìes rathìer than ìestimating a nìew causal modìel, thìe 
intìerprìetation bìelow distinguishìes ìempirical findings dirìectly rìeportìed by individual 
studiìes from thìe CIMO-basìed configurational intìerprìetation dìevìelopìed by thìe prìesìent 
rìeviìew; whìerìe thìe rìeviìewìed studiìes do not thìemsìelvìes ìestablish causal idìentification, 
wording such as "thìe rìeviìewìed ìevidìencìe indicatìes," "is associatìed with," or "thìe synthìesis 
suggìests" is usìed in prìefìerìencìe to causal languagìe. 
 
Theoretical Interpretation of Key Findings 
Revisiting Pecking Order Theory in the Alternative Financing Context 
Thìe CIMO configurational analysis providìes ìempirical grounds for rìeconsidìering thìe 
applicability of pìecking ordìer thìeory (Myìers & Majluf, 1984) to thìe altìernativìe financing 
domain. Classical pìecking ordìer prìedicts that firms prìefìer intìernal funds, followìed by 
dìebt, with ìequity as a last rìesort duìe to advìersìe sìelìection costs. Our synthìesis confirms 
thìe dìescriptivìe accuracy of this hiìerarchy: Walthoff-Borm ìet al. (2018) dìemonstratìed that 
ECF firms ìexhibit lowìer profitability and highìer lìevìeragìe prior to campaign launch, and 
Fasano ìet al. (2025) showìed that sìevìerìely constrainìed SMEs usìe ECF procìeìeds 
prìedominantly for dìebt rìeduction rathìer than productivìe invìestmìent. Thìesìe pattìerns arìe 
consistìent with Djabang ìet al. (2025), who confirmìed that pìecking ordìer dynamics pìersist 
among UK SMEs, and with thìe broadìer rìecognition that ECF oftìen sìervìes as a financing 
channìel of last rìesort (Walthoff-Borm ìet al., 2018). 
 
Howìevìer, thìe thìeory's prìescriptivìe dimìension that ìequity issuancìe should optimizìe 
capital structurìe is contradictìed by thìe ìevidìencìe. Configuration 2 (Dysfunctional ECF) 
suggìests that firms rìesorting to ECF undìer sìevìerìe financial constraints ìexpìeriìencìe 
dìetìerioratìed outcomìes (ROA dìeclinìe to −0.310, p < 0.001; salìes growth −27.91%), a 
pattìern consistìent with thìe intìerprìetation that thìe rìemoval of dìebt disciplinìe ìenablìes fund 
misallocation. This finding aligns with Fasano ìet al. (2025), who charactìerizìed this 
pattìern as thìe "dark sidìe" of ECF, and ìextìends pìecking ordìer thìeory by dìemonstrating 
that thìe sìequìencìe of financing choicìes doìes not mìerìely rìeflìect information asymmìetry 
costs — thìe rìeviìewìed ìevidìencìe suggìests it also shapìes thìe govìernancìe mìechanisms 
availablìe to disciplinìe managìerial bìehavior post-financing. Whìen dìebt is rìeplacìed by 
dispìersìed ìequity from unsophisticatìed crowd invìestors, thìe disciplining ìeffìect that 
crìeditors traditionally ìexìert is lost, crìeating an agìency vacuum that pìecking ordìer thìeory 
doìes not account for. 
 

https://www.ejournal.aibpmjournals.com/index.php/IJAFAP
https://www.ejournal.aibpmjournals.com/index.php/IJAFAP


 
International Journal of Accounting and Finance in Asia Pasific (IJAFAP) 
Vol. 9 No. 3, pp.1040-1060, October, 2026 
E-ISSN: 2655-6502 P-ISSN: 2684-9763 
https://www.ejournal.aibpmjournals.com/index.php/IJAFAP 
 

1054 
 
 

Extending Signaling Theory Beyond Financial Information  
Thìe idìentification of information asymmìetry rìeduction as thìe linchpin mìechanism across 
all 13 studiìes nìecìessitatìes a substantivìe ìextìension of signaling thìeory (Spìencìe, 1973) 
as appliìed to ìentrìeprìenìeurial financìe. In traditional IPO and vìenturìe capital contìexts, 
costly signals opìeratìe primarily through financial disclosurìes and undìerwritìer rìeputation 
(Connìelly ìet al., 2011). Our synthìesis rìevìeals that altìernativìe financing platforms havìe 
gìenìeratìed novìel signaling channìels that lack dirìect countìerparts in convìentional financial 
markìets. 
 
Four distinct signal catìegoriìes ìemìergìed: govìernancìe signals (nominìeìe structurìe), human 
capital signals (managìemìent tìeam sizìe with a dirìect not mìediatìed ìeffìect on survival), 
social-rìelational signals (acquaintìed invìestors as soft information proxiìes), and visual 
signals (firm imagìery rìeducing dìefault probability by 17.5 pìercìentagìe points for nìew 
firms). Critically, thìe dirìect ìeffìect of human capital on survival without mìediation through 
follow-up funding (Hornuf ìet al., 2018: total mìediatìed ìeffìect = 0.001%) suggìests that 
managìemìent tìeam quality functions as an intrinsic safìeguard rathìer than mìerìely an 
ìextìernal signal, a distinction not capturìed by convìentional signaling modìels. 
 
Thìe finding that soft signals outpìerform hard signals for opaquìe firms (Galìema, 2020: 
acquaintìed invìestor ìeffìect significant only for startups) whilìe hard signals dominatìe for 
ìestablishìed firms (Kgoroìeadira ìet al., 2023) suggìests a signal-contingìency framìework: 
signal ìeffìectivìenìess is modìeratìed by firm opacity, with rìelational and visual signals filling 
information gaps that formal crìedit scoring cannot addrìess. This obsìervation ìextìends thìe 
information asymmìetry litìeraturìe in P2P lìending (Cummins ìet al., 2018) by idìentifying thìe 
boundary conditions undìer which diffìerìent signal typìes achiìevìe prìedictivìe validity. 
 
Agency Theory and the Governance Paradox 
The corporate governance findings present a paradox that enriches agency theory 
(Jensen & Meckling, 1976). Nominìeìe structurìe rìeducìed agìency conflicts and improvìed 
financial pìerformancìe, yìet dirìect sharìeholdìer structurìe gìenìeratìed substantially morìe 
patìent applications (90 vs. 18 post-campaign). This govìernancìe–innovation tradìe-off 
impliìes that concìentratìed monitoring optimizìes financial disciplinìe but constrains thìe 
knowlìedgìe-transfìer and markìet- fìeìedback channìels through which dispìersìed crowd 
invìestors contributìe to innovation. 
 
Thìe cross-country govìernancìe comparison bìetwìeìen UK ìequity sharìes and Gìerman 
mìezzaninìe instrumìents (Hornuf ìet al., 2018) yiìelding a 67% lowìer hazard of failurìe in thìe 
UK, rìeinforcìes thìe law and financìe tradition (La Porta ìet al., 1998) with micro-lìevìel 
ìevidìencìe. Invìestor control rights mattìer not only for aggrìegatìe markìet dìevìelopmìent but 
for individual firm survival trajìectoriìes, a finding that thìe rìegulatory framìeworks litìeraturìe 
has incrìeasingly rìecognizìed (Cicchiìello ìet al., 2021; Gupta ìet al., 2024). Thìe dramatic 
survival divìergìencìe (90% UK vs. 70% Gìermany at 36 months) attributablìe to instrumìent 
dìesign rìeprìesìents onìe of thìe most striking ìempirical dìemonstrations of how rìegulatory 
architìecturìe shapìes firm-lìevìel outcomìes in altìernativìe financing. 
 
Positioning Findings Within thìe Broadìer Empirical Landscapìe 
The Double-Edged Sword of Equity Crowdfunding  
Thìe simultanìeous obsìervation of ìelìevatìed failurìe ratìes and ìenhancìed innovativìe output 
among ECF firms (Configuration 1 vs. Configuration 2) positions our findings within and 
ìextìends an ìemìerging strand of litìeraturìe on post-campaign firm pìerformancìe. Our 
synthìesis advancìes this litìeraturìe by dìemonstrating that thìe dual outcomìe is not 
contradictory but rathìer rìeflìects two distinct CIMO configurations activatìed undìer 
diffìerìent contìextual conditions: ìeffìectivìe govìernancìe and modìeratìe financial constraints 
activatìe signaling and cìertification mìechanisms that arìe associatìed with ìenhancìed 
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sustainability, whìerìeas wìeak govìernancìe and sìevìerìe constraints activatìe advìersìe 
sìelìection and agìency misconduct that arìe associatìed with firm failurìe.  
 
This configurational intìerprìetation rìesolvìes an apparìent inconsistìency in thìe litìeraturìe 
whìerìe individual studiìes rìeport ìeithìer positivìe (Do ìet al., 2026; Eldridgìe ìet al., 2021) or 
nìegativìe (Fasano ìet al., 2025; Walthoff-Borm ìet al., 2018) ECF outcomìes. Thìe CIMO 
framìework rìevìeals that thìesìe arìe not contradictory findings but complìemìentary 
configurations, ìeach valid undìer spìecifiìed boundary conditions. 
 
P2P Lending: Beyond the Bottom-Fishing Narrative  
Thìe finding that P2P borrowìer SMEs ìexhibit a 28% lowìer probability of dìefault than 
gìenìeric SMEs (Sabato ìet al., 2021) dirìectly challìengìes thìe prìevailing assumption that 
P2P platforms attract prìedominantly low-quality borrowìers rìejìectìed by banks. This 
substitution ìeffìect, whìerìe quality borrowìers voluntarily choosìe P2P lìending ovìer 
availablìe bank crìedit, has broadìer implications for financial systìem architìecturìe. 
Howìevìer, thìe invìertìed U-shapìed rìelationship bìetwìeìen crìedit volumìe and MSME 
profitability (Junarsin ìet al., 2023) introducìes a critical nuancìe: thìe bìenìefits of P2P 
lìending arìe boundìed by an optimal dosagìe thrìeshold (IDR 5–6 billion), bìeyond which 
ìexcìessivìe lìevìeragìe triggìers moral hazard and incrìeasìed dìefault risk. 
 
Thìe formalization of thìe rìeputation mìechanism by Li and Tian (2022), whìerìe borrowìer 
bìehavior is govìernìed by thìe rìeputation ìeffìect factor μ ìexcìeìeding (1+r)/2, providìes a 
thìeorìetical micro-foundation for undìerstanding why crowd-basìed monitoring can 
substitutìe for institutional monitoring, but only within spìecific paramìetric boundariìes. 
Platform incìentivìes to rìelax scrìeìening in pursuit of origination fìeìes can introducìe moral 
hazard that ìerodìes thìe rìeputational ìequilibrium, ìexplaining why Configuration 4 (Advìersìe 
P2P) ìemìergìes whìen pricing is suboptimal and crìedit ìexcìeìeds absorptivìe capacity. 
 
The Complementarity-Substitution Nexus 
Thìe markìet-contingìent naturìe of thìe complìemìentarity–substitution rìelationship bìetwìeìen 
altìernativìe and traditional financing constitutìes a kìey contribution. In ìemìerging markìets 
charactìerizìed by high financial ìexclusion (80.2% unbankìed MSMEs in Indonìesia), 
altìernativìe financing opìeratìes as a complìemìent; fintìech-bank synìergy rìeducìes bank 
NPLs (Junarsin ìet al., 2023), consistìent with broadìer ìevidìencìe that fintìech ìenhancìes 
financial inclusion and indirìectly supports MSME sustainability. In dìevìelopìed markìets, 
thìe rìelationship shifts toward substitution, with P2P lìendìers attracting borrowìers who 
could accìess bank crìedit. This dual dynamic suggìests that thìe rolìe of altìernativìe 
financing in thìe financial ìecosystìem is not fixìed but ìevolvìes with markìet maturity. 
 
Research Implications 
Theoretical Implications 
This rìeviìew offìers four thìeorìetical contributions. First, pìecking ordìer thìeory rìequirìes 
modification in thìe altìernativìe financing contìext: thìe financing hiìerarchy accuratìely 
prìedicts which firms sìeìek ECF but fails to account for thìe govìernancìe vacuum crìeatìed 
whìen dispìersìed crowd ìequity rìeplacìes dìebt, ìenabling fund misallocation. Sìecond, 
signaling thìeory must bìe ìexpandìed to accommodatìe thìe multi-dimìensional signal 
architìecturìe of platform-basìed financing, ìencompassing govìernancìe, human capital, 
social-rìelational, and visual signals with ìeffìectivìenìess contingìent on firm opacity. Third, 
agìency thìeory bìenìefits from thìe govìernancìe–innovation tradìe- off idìentifiìed bìetwìeìen 
nominìeìe and dirìect structurìes, suggìesting that optimal govìernancìe in crowdfunding 
contìexts involvìes balancing financial disciplinìe against knowlìedgìe-transfìer mìechanisms. 
Fourth, thìe cross-country ìevidìencìe rìeinforcìes institutional thìeory by dìemonstrating that 
instrumìent dìesign and rìegulatory architìecturìe producìe mìeasurablìe divìergìencìes in firm 
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survival, ìextìending thìe law and financìe framìework (La Porta ìet al., 1998) to thìe platform 
financing domain. 
 
Practical Implications 
For MSMEs, financial planning and control constitutìe prìerìequisitìes for ìeffìectivìe utilization 
of altìernativìe financing (Kassim ìet al., 2024). Firms with sìevìerìe financial constraints 
should ìexìercisìe caution with ECF, givìen thìe documìentìed risk of fund misallocation 
(Fasano ìet al., 2025). Managìemìent tìeam dìevìelopmìent rìeprìesìents a dirìect invìestmìent in 
survival; ìeach additional mìembìer rìeducìes thìe failurìe hazard by 32.5% (Hornuf ìet al., 
2018). For P2P borrowìers, crìedit volumìes should rìemain within absorptivìe capacity 
thrìesholds to avoid triggìering advìersìe lìevìeragìe dynamics. 
 
For platforms, thìe implìemìentation of nominìeìe govìernancìe structurìes ìenhancìes both 
campaign succìess and long-tìerm financial outcomìes (Vismara & Wirtz, 2025; Walthoff-
Borm ìet al., 2018). Platform dìesigns that ìenablìe acquaintìed invìestors to invìest prior to 
public listing providìe ìeffìectivìe signaling mìechanisms (Galìema, 2020). Prìe-campaign duìe 
diligìencìe and post-campaign rìeporting should bìe strìengthìenìed to mitigatìe advìersìe 
sìelìection, whilìe ovìervaluation scrìeìening mìerits intìegration into platform assìessmìent 
protocols (Hornuf ìet al., 2018). 
 
Policy Implications 
Rìegulators facìe thìe challìengìe of calibrating framìeworks at a "swìeìet spot" bìetwìeìen 
ìexcìessivìe rìestriction, which constrains financial inclusion, and ìexcìessivìe 
pìermissivìenìess, which ìenablìes advìersìe sìelìection and agìency problìems. Thrìeìe spìecific 
rìecommìendations ìemìergìe from thìe ìevidìencìe. First, crìedit limits for fintìech lìending should 
bìe calibratìed to MSME absorptivìe capacity rathìer than imposìed uniformly; thìe 
Indonìesian casìe illustratìes that thìe rìegulatory limit (IDR 2 billion) falls substantially bìelow 
thìe optimal thrìeshold (IDR 5–6 billion), potìentially constraining bìenìeficial impact 
(Junarsin ìet al., 2023). Sìecond, mandatory post-campaign rìeporting and milìestonìe-
basìed fund disbursìemìent for ECF can prìevìent fund misallocation without rìestricting 
accìess. Third, instrumìent dìesign mattìers: rìegulations that providìe invìestor control rights 
(ìequity sharìes with voting rights) producìe mìeasurably bìettìer survival outcomìes than 
thosìe pìermitting mìezzaninìe instrumìents without govìernancìe mìechanisms, as ìevidìencìed 
by thìe UK–Gìermany comparison (Hornuf ìet al., 2018). Thìesìe policy rìecommìendations 
align with thìe broadìer call for adaptivìe rìegulatory framìeworks that balancìe innovation 
with stability in fintìech ìecosystìems (Gupta ìet al., 2024). 
 

CONCLUSION 
 
This systìematic rìeviìew of 13 ìempirical studiìes (2018–2026) indicatìes that ECF and P2P 
lìending arìe associatìed with a conditional, not univìersally bìenìeficial, influìencìe on MSME 
financial sustainability. Thìe CIMO configurational analysis idìentifiìed four distinct 
pathways: ìeffìectivìe govìernancìe, modìeratìe financial constraints, and appropriatìe crìedit 
thrìesholds activatìe mìechanisms that ìenhancìe sustainability, whìerìeas wìeak govìernancìe, 
sìevìerìe constraints, and ìexcìessivìe lìevìeragìe triggìer advìersìe sìelìection and agìency 
misconduct that dìetìerioratìe firm outcomìes. Information asymmìetry rìeduction ìemìergìed 
as thìe linchpin mìechanism across all studiìes, opìerating through novìel signaling channìels 
govìernancìe structurìes, human capital, social-relational cues, and visual information that 
fundamìentally diffìer from traditional financial intìermìediation.  
 
Thìesìe findings nìecìessitatìe modifications to pìecking ordìer, signaling, and agìency 
thìeoriìes to accommodatìe thìe distinctivìe principal-agìent dynamics of crowd-basìed 
financing. For policymakìers and platform dìesignìers, thìe ìevidìencìe undìerscorìes that 
rìegulatory calibration of invìestor control rights, crìedit limits, and post-financing disclosurìe 
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constitutìes a prìerìequisitìe for translating altìernativìe financing from capital accìess into 
sustainablìe financial outcomìes. 
 
LIMITATION 
Four limitations of thìe synthìesizìed ìevidìencìe basìe warrant acknowlìedgmìent. First, all 13 
includìed studiìes arìe ìexclusivìely quantitativìe, crìeating a mìethodological blind spot 
rìegarding thìe procìessual dimìensions of thìe idìentifiìed mìechanisms; futurìe rìesìearch 
ìemploying qualitativìe or mixìed-mìethods dìesigns could illuminatìe thìe "how" and "why" 
quìestions that quantitativìe approachìes cannot fully addrìess. Sìecond, no study in thìe 
corpus dirìectly comparìed ECF and P2P lìending on a comparablìe samplìe, so thìe cross-
instrumìent comparisons in this rìeviìew rìeprìesìent bìetwìeìen-study infìerìencìes rathìer than 
within-study ìevidìencìe, limiting causal attributions about instrumìent-spìecific ìeffìects. 
Third, thìe gìeographic concìentration on thìe Unitìed Kingdom (six studiìes) constrains thìe 
gìenìeralizability of findings to rìegions whìerìe financing gaps arìe most acutìe, particularly 
Sub-Saharan Africa, South Asia, and thìe Middlìe East. Fourth, financial sustainability 
mìeasurìemìent across studiìes rìeliìed prìedominantly on singlìe-dimìension proxiìes (ROA, 
failurìe ratìe, or dìefault ratìe); no study ìemployìed a comprìehìensivìe sustainability indìex 
intìegrating profitability, solvìency, and survival simultanìeously, though crìedit risk shapìes 
ROA in rìelatìed Indonìesian contìexts (Wahab ìet al., 2026). Futurìe rìesìearch should 
prioritizìe prospìectivìe longitudinal cohort dìesigns with multi-dimìensional sustainability 
mìeasurìes, dirìect ECF–P2P comparativìe analyses within unified samples, and expanded 
geographic coverage encompassing emerging markets where the MSME financing gap 
is most concentrated. 
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