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Abstract: In this project, we are looking at the impact of startup firms' social media activities

on their funding outcomes. Social media can potentially mitigate information problems in
entrepreneurial financing in two ways: firstly, it reduces search cost and facilitates investors’
discovery of potential investment opportunities; secondly, it reduces information asymmetry and
helps investors better evaluate startups’ quality. Using social media activities on Twitter and
venture financing data from CrunchBase, we find that active social media presence and strong
Twitter Influence (followers, mentions, impressions, and sentiment) increase startups’ chances of
collecting more funding, and from more investors. Consistent with our hypothesis, we find
evidence of social media facilitating investors’ discovery of startups, especially for investors
lacking information channels (e.g. angel investors) or making diversified investments. In addition,
we find evidence of social media’s effect on investors’ evaluation of investment opportunities,
which is stronger for startups located far from VC clusters, and weaker for investors with
alternative channels of quality information.
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