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The impact of proximity on the fate of venture capital-backed startups 

across business cycles 

The financial arrangements established to finance a startup are an important source 

of ties generation amongst entrepreneurship players. Success or failure of startups 

may strongly depend on the properties of these interactive financial teams. We ad-

dress the issue of proximity effects on startups’ fate by the entry of the similarities 

and differences of VC investors in syndicated investments.  

We consider not only the proximities between investors co-investing in a startup, but 

also, when relevant, those between them and the startup they finance. We construct 

time-varying measures of the five forms of proximities that have been put forward 

by proximity scholars, but our most important computational effort is devoted to 

calculating dynamic cognitive proximity indexes.  

We also add two more contributions to the empirical literature assessing proximity 

effects in VC deals: we systematically check for non-linearities, and we assess whe-

ther these effects are strategy-dependent and business cycle-dependent.  

We find that various forms of proximity matter for VC-backed startups, especially 

cognitive proximity. We also find that the influence of these proximities is strategy-

dependent and business-cycle dependent.  
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