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Does the geographic distance between investors and startups affect growth?

Hirokazu Anai*, Ryosuke Shibasaki**

Abstract: The purpose of this study is to clarify the effect of the geographical distance between startups
and investors on the growth of startups. Investors are venture capital firms and major firms that not only
provide growth capital, but also provide various growth support services such as mentoring, technology,
sales channel support, and human resource introduction. In the Japanese context, there is no research on
the effect of distance between actors on growth. In addition, the impact of geographic distance on growth
may differ depending on the business characteristics of the startup, such as service sector and technology
sector. In this study, we argue that, first, it is easier for startups to grow when distance is close. Second,
we argue that the effect of distance on growth varies by sector. Then, we clarify the causal relationship
between geographic distance and growth by the generalized propensity score model.
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