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The demand and supply of capital is one of the serious concerns of
entrepreneurial projects. The family can be considered a suitable
source for financing the entrepreneurial projects of its members.
Therefore, the purpose of this study was to investigate the financing
of entrepreneurial activities from the two perspectives of capital
supply and demand, with emphasis on familism as well as risk and
return. This study was practical in nature and considered a
descriptive-exploratory in terms of data collection method. The
required data were collected through two separate questionnaires.
Each questionnaire included three parts (1) demographic information
and specific questions, (2) familism questions, and (3) a scenario with
related questions. The population of this study included technological
companies under the supervision of Science and Technology Parks
(demand sector) and retail investors (supply sector). The data of the
demand sector was analyzed using logistic regression and factorial
designs, and the data of the supply sector was analyzed using multiple
and hierarchical regression. According to the research findings, in the
capital demand sector, the influencing variables were age, education,
household size, skill and experience, and business goals. In addition,
entrepreneurs pay attention to the risk and return when making
decisions related to the financing of their projects. In the capital supply
sector, the influencing variables were investment experience,
planning, business goals, traditionality, familism, investment return,
startup team capability, track record, risk of failure, and the exit plan
available. In general, the findings of this study lead to a better
understanding of the role of familism in new venture financing with
regard to risk and return. It is also recommended that policymakers
and entrepreneurs consider socio-psychological factors in addition to
economic factors in the financing.
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EXTENDED ABSTRACT

Introduction

Entrepreneurship is important not only in economic and social development but also in
the growth and development of knowledge and technology. Entrepreneurial activities play
an important role in opportunity identification, business involvement, support, networking,
strategies used, personal and venture success and growth, and forms of financing. Due to
the connection between entrepreneurship and business, financing is one of the main
concerns of entrepreneurial activities. The family is a reliable and easily accessible source
for financing entrepreneurial activities.

Although entrepreneurs do not need a lot of capital in the early stages of their work,
with the progress of their work, their personal capital is no longer sufficient to cover the
capital they need, and therefore they are forced to obtain finances from other sources,
particularly informal sources (such as family members and friends). Considering that it is
difficult for entrepreneurs to get financing from the capital market and banks, using the
capital of family members and friends can be considered a suitable way of working.
Furthermore, family members and friends play an important role in the development and
growth of entrepreneurship.

Due to the theories of social capital and agency, individuals tend to trust, relate, and
identify more strongly with family members than with non-family members
(characteristics of strong familism). In addition, since there is information symmetry
between family members, entrepreneurs are more likely to favor family in their capital-
seeking and capital-providing behavior in new ventures. Transactions between members of
a family are less based on economic principles, but instead include other considerations
such as the socio-emotional and affective needs of the family (e.g., concern for the welfare
and collective interest of the family). Issues such as role obligations, social ethics, and trust
among family members are also highly important. These issues foster the closer alignment
of interests between transacting parties and minimize potential agency problems (e.g,
control and monitoring, information asymmetries, and opportunistic behavior). Therefore,
in such environments, decisions related to the demand and supply of capital are made in a
friendly environment and are therefore less influenced by profit maximization, economic
gain, and self-interest when family is involved.

There is little information on the role of the family in supporting the entrepreneurial
activities of its members. Therefore, examining the causes of entrepreneurs' desire and
reliance on family members and friends in starting new ventures (from a social and
psychological point of view) can be effective in explaining their investment behavior. In this
regard, this study attempts to investigate the effects of familism in new venture financing,
both capital-seeking and capital-providing behavior.

Methodology

The population of this study included technological companies under the supervision of
Science and Technology Parks (demand sector) and retail investors (supply sector). The
data of the demand sector was analyzed using logistic regression and factorial designs, and
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the data of the supply sector was analyzed using multiple and hierarchical regression.
According to Bello et al. (2009), the use of multiple research methods can be effective in
terms of construct operationalization, minimizing bias (e.g, retrospective, common
method), and enhancing the robustness and generalizability of findings.

Three separate scenarios were used to test the hypotheses. In the first (survey) and
second (experiment) scenarios, the effect of familism on capital seeking from family
members and the contingent role of risk and return of new ventures were investigated. In
the third scenario (policy capturing), the effect of familism on investors’ decisions relating
to capital providing to new ventures of family members versus outsiders was examined.

Result and discussion

According to the results of the research findings, familism is a good driver for capital
seeking from family members for new ventures. The research findings indicated that
people's perceptions of the risk and return profile of the new venture affect the relationship
between familism and capital providing/seeking to/from family members. When new
ventures are perceived to have low/high risk, high familism encourages people to seek
capital from family/non-family members. In addition, people with high familism tend to
finance new ventures of family members rather than non-family members. Interestingly,
irrespective of their degree of familism, those providing capital considered investment
return (economic gains) as relatively less important when the family was involved. As the
findings suggest, considerations of social capital such as family obligation and
interdependency due to familism, might motivate individual investors to provide capital to
family new ventures. Such logic is supported by prior research suggesting that social
motives such as family power, reducing failure, and achieving prosperity in the long term,
might be important factors affecting investment decision-making.

Conclusion

The current research was conducted based on the theories of social capital and agency
and based on three separate scenarios. The purpose of this study was to investigate how
the interaction between perceived risk-return and familism can affect people's
investment decisions regarding the demand or supply of capital required for new
ventures. According to the research findings, economic factors are not the only motivation
to explain new venture capital financing behavior, particularly when family is involved.
The findings of this study also indicated that familism as a socio-psychological value
affecting people's attitude and behavior towards family members versus non-family
members can influence the financing decisions of new venture creation. Finally, the
present study has increased understanding of the concept of familism and the role of the
family in new venture financing and can provide new research directions in the field of
entrepreneurship and family businesses.
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