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Abstract
An entrepreneur’s digital identity matters for resource acquisition and venture de-
velopment. However, we know little about the factors that influence or change en-
trepreneurs’ digital identities. This study explores how entrepreneurs’ digital identi-
ties change after a venture capital (VC) funding round. Applying a language-based 
text analysis to a large sample of tweets from 2,094 US entrepreneurs, we analyze 
entrepreneurs’ digital identities before and after VC funding. The results of our 
analysis show that VC funding can impact the entrepreneur’s digital identity in both 
a positive and a negative way. On the positive side, entrepreneurs increasingly use 
language indicative of higher self-confidence, positive emotions, and increased pro-
fessionalism. On the negative side, we find that the entrepreneur’s digital identity 
loses its authenticity, particularly with high funding amounts raised. The latter can 
be problematic as authenticity is shown to be a critical resource that entrepreneurs 
possess to build legitimacy and engage stakeholders in their venture. Our study 
contributes to research on the consequences of VC funding for entrepreneurs as 
well as to research on entrepreneurial digital identities. Practical implications ex-
ist for entrepreneurs managing their entrepreneurial identities over the course of 
venture development.

Keywords Digital identity · Authenticity · Venture capital · Twitter · 
Entrepreneur · Text analysis · LIWC · Digital footprints

1 Introduction

Research into entrepreneurial finance has comprehensively assessed the selection 
process of venture capital (VC) investors (e.g., Block et al., 2019; Gompers et al., 
2020). Knowing how VC investors select portfolio ventures helps entrepreneur-

Received: 11 October 2022 / Accepted: 11 July 2023
© The Author(s) 2023

How venture capital funding changes an entrepreneur’s 
digital identity: more self-confidence and professionalism 
but less authenticity!

Jörn H. Block1,2  · Walter Diegel1 · Christian Fisch3

Extended author information available on the last page of the article

1 3

http://orcid.org/0000-0003-4564-0346
http://crossmark.crossref.org/dialog/?doi=10.1007/s11846-023-00686-1&domain=pdf&date_stamp=2023-8-16


J. H. Block et al.

ial ventures access badly needed external financing. An equally extensive research 
stream has focused on the consequences of VC investment for portfolio ventures 
(e.g., Chemmanur et al., 2011; Haro-de-Rosario et al., 2016; Sørensen, 2007). This 
research documents the impact that VC backing can have on the performance and 
prospects of portfolio ventures, which is important for appraising the economic sig-
nificance of VC.

While the antecedents of VC investors’ decisions and the consequences for portfo-
lio firms are well explored, we know less about the consequences of VC backing for 
the entrepreneurs themselves. Entrepreneurship research typically portrays entrepre-
neurs as individuals in search of personal autonomy who try to fulfil their visions and 
personal goals by establishing their own ventures (e.g., Drnovšek et al., 2023; Lump-
kin et al., 2009; Ryff, 2019; Witt, 2007). The acquisition of VC funding is a critical 
step in entrepreneurial careers and the lifecycle of entrepreneurial ventures and, thus, 
in the pursuit of entrepreneurs’ goals. Therefore, VC backing may have a profound 
effect on the entrepreneur and his or her identity. Entrepreneurial identity has become 
an important and widely used construct in entrepreneurship research explaining the 
decisions, behaviour, and success of entrepreneurs and their ventures (e.g., Fauchart 
and Gruber, 2011; Shi et al., 2021; Soto-Simeone and Kautonen, 2021). Recent 
research suggests that the identity of entrepreneurs and a display of entrepreneurial 
leadership are important assets or resources that entrepreneurs (can) use to attract 
badly needed resources from funders (e.g., Block et al., 2022) and employees (Moser 
et al., 2017; Rudic et al., 2021). Hence, the question of what factors and events change 
an entrepreneur’s identity is of high importance for both entrepreneurship theory and 
practice. The focus of our study is on an entrepreneur’s digital identity and the digital 
image that an entrepreneur (either explicitly or implicitly) creates of him- or herself 
for the outside world. Prior research shows that digital identity and communication 
through social media matters for stakeholder engagement more generally (Fischer 
and Reuber, 2014) and resource acquisition from VCs more specifically (Block et 
al., 2022). Our study focuses on VC funding as an important milestone in venture 
development and poses the following research question: How does an entrepreneur’s 
digital identity change in response to the receipt of VC funding?

While the majority of studies on entrepreneurial identities focus on qualitative 
methods such as interviews (e.g., Fauchart and Gruber, 2011; Powell and Baker, 
2017; York et al., 2016), we follow the latest research and examine the evolution of 
US entrepreneurs’ digital identities quantitatively by using archival data from Twitter 
and Crunchbase (e.g., Fisch and Block, 2021; Seigner et al., 2023; Tumasjan, et al., 
2021). We apply a language-based text analysis tool to explore US entrepreneurs’ 
digital identities before and after VC funding. Our analysis shows that US entrepre-
neurs increasingly use language indicative of a) higher self-confidence and positive 
emotions, b) increased professionalism, and c) reduced authenticity after VC back-
ing. Moderation effects exist concerning the presence of a reputable VC investor and 
the amount of funding raised. The latter further strengthened the negative effect of 
VC funding on the authenticity that entrepreneurs display in their digital identities. 
Hence, the results of our analysis show that VC funding can impact the entrepre-
neur’s digital identity in both a positive and a negative way. While the positive effects 
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(higher self-confidence and increased professionalism) may not be surprising, the 
loss in authenticity may be less expected.

With these findings, our study adds to the literature on entrepreneurial identities 
(e.g., Obschonka et al., 2017; Smith et al., 2017) where only few studies so far have 
investigated how entrepreneurial identity changes over time and with certain events 
(e.g., Fisch and Block, 2021). Prior research suggests that personal identities are not 
always stable over time and can change when life-changing events or developments 
occur (e.g., Fisch and Block, 2021; Jain et al., 2009). Such a longitudinal perspec-
tive is needed in research on entrepreneurial identities when trying to understand the 
complex relationship between an entrepreneur’s identity and his or her behaviour and 
success. In this regard, our study complements recent qualitative research by O’Neil 
et al. (2022), who have developed a process model of how founder identity evolves 
and takes shape interacting with entrepreneurial action.

From a narrower perspective, we contribute to recent entrepreneurship research 
concerning digital identities. In general, this research is based on findings in psy-
chology showing that the ways how individuals interact on social media platforms 
(e.g., Facebook, Twitter) are a reliable reflection of the user’s offline personality (e.g., 
Chen et al. 2017; Gosling et al., 2011). The connection between digital identities 
and offline personalities has been extensively researched in psychology (e.g., Krämer 
and Winter, 2008; Mehdizadeh, 2010). In this vein, our research is closely related to 
that of Fisch and Block (2021), who show that the impact of entrepreneurial failure 
on entrepreneurs is reflected in their digital identities. Furthermore, our research is 
related to studies showing that the use of social media by entrepreneurs is an effec-
tive tool for opportunity recognition (e.g., Barness and Mattson, 2016), marketing 
campaigns (e.g., Kudeshia et al., 2016; Shih et al., 2014), business networking (e.g., 
Fischer and Reuber, 2014; Quinton and Wilson, 2016), and resource acquisition (e.g., 
Mumi et al., 2019; Yang and Berger, 2017). We add to this stream of research by 
showing that receiving VC funding is an event that can trigger substantial changes 
in entrepreneurs’ digital identities. These changes are complex and can go in several 
directions (both positive and negative).

Finally, our findings also contribute to research concerning the consequences of 
VC funding (e.g., Chemmanur et al., 2011; Chemmanur et al., 2021; Haro-de-Rosa-
rio et al., 2016; Sørensen, 2007). While this research has predominantly taken an 
organizational-level perspective focusing on business-related consequences thus far 
(e.g., venture growth and performance), our study provides an entrepreneur-focused 
perspective enabling a more comprehensive understanding of the consequences of 
VC funding. Such an entrepreneur-focused perspective is needed to study and under-
stand the development of young ventures and the role of VC funding therein. Young 
ventures critically depend on an entrepreneur’s ability to identify opportunities and 
attract and manage the resources needed to exploit them.

The results of our study have practical implications for entrepreneurs managing 
their own (digital) entrepreneurial identities over the course of venture develop-
ment. A loss in authenticity following VC funding can become problematic. Recent 
research shows that authenticity is crucial for entrepreneurs to engage with their cus-
tomers and become accepted in their local communities (e.g., Schifeling and Deme-
try, 2021). In combination with a display of entrepreneurial leadership it can also help 
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new ventures to attract new employees (Hubner et al., 2021), which new ventures 
often struggle with as they are not able to pay the same wages and benefits as larger, 
established firms (Litwin and Phan, 2013; Nyström and Elvung, 2014). The findings 
of our study suggest that entrepreneurs need to carefully balance the need for com-
mercialization and professionalization with the loss in authenticity that may come as 
an unintended side effect.

2 Prior research about the consequences of VC funding

Prior research assesses the consequences of VC funding. Most of this research deals 
with the consequences and impact of receiving VC for the funded ventures. These 
consequences include increased operation performance (e.g., Chemmanur et al., 
2021; Sørensen, 2007), professionalization (e.g., Colombo and Grilli, 2010; Hell-
mann and Puri, 2002), and growth (Hellmann and Puri, 2000). So far, except for 
founder turnover following VC investment (e.g., Ewens and Marx, 2018; White et 
al., 2007), little research exists that investigates how VC funding impacts the entre-
preneur as a person. Our predictions on how VC funding changes an entrepreneur’s 
digital identity are based on prior VC research combined with research on entrepre-
neurial goals and motives.

2.1 Increase in entrepreneurial self-confidence and positive emotions

The acquisition of VC is a momentous step in a startup’s life cycle and can be inter-
preted as a positive event because the vast majority of VC applications are rejected 
(e.g., Block et al. 2019; Gompers et al., 2020). Research concerning entrepreneurs’ 
motivations shows that entrepreneurs possess a higher need for achievement than the 
average population and that they strive for greater recognition for their achievements 
(e.g., Carraher et al., 2010; Wu and Dagher, 2007). Receiving an investment serves 
as a signal to distinguish better-quality startups from lower-quality startups, thus con-
firming the founders’ achievements. Indeed, multiple studies document that VC fund-
ing is a credible signal for the labor market, helping startups attract more employees 
(e.g., Davila et al., 2003; Engel, 2004). Furthermore, VC funding also serves as a 
signal for future investments. For example, founders who have attracted VC can raise 
more investor attention and money in subsequent IPOs. This claim is especially true 
for ventures that are backed by highly reputable VC firms (e.g., Chang, 2004; Chem-
manur et al., 2021). Again, this indicates that receiving a VC investment is a positive 
event that may satisfy the founder’s need for achievement.

Additionally, founders can increase their network and entrepreneurial reputation, 
especially if highly reputable VC firms invest in their ventures (e.g., Ferrary and 
Granovetter, 2009; Hsu, 2004). Research shows that larger networks, increased self-
confidence, and a better reputation may positively influence the founder’s chances of 
acquiring more funding and founding subsequent startups (e.g., Hayward et al., 2010; 
Mohr et al., 2014; Payne et al., 2009; Zhang, 2011).

In summary, we posit that VC funding could trigger changes in an entrepreneur’s 
digital identity that reflect an increase in self-confidence and positive emotions.
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2.2 Increase in entrepreneur’s level of professionalism

Moreover, prior research shows that VCs not only contribute financial resources to 
the venture but also help the venture to become more professional in its marketing 
and commercialization processes (e.g., Hellmann and Puri, 2002; Maula et al., 2005). 
This effect does not only apply to the venture and its processes but also concerns the 
entrepreneurs behind the venture. VC backing could lead to higher degrees of profes-
sionalism of entrepreneurs in terms of their external image and internal leadership 
qualities. For example, prior research documents that ventures which acquire VC are 
quicker to employ a vice president for marketing and sales, ensuring a more profes-
sional approach to external communication (Hellmann and Puri, 2002). The willing-
ness of the founder to professionalize and adapt to necessary changes in leadership 
and communication is important if they want to remain in control and avoid being 
replaced by an external CEO (e.g., White et al., 2007).

In summary, we posit that VC funding could trigger changes in an entrepreneur’s 
digital identity that reflect an increase in professionalism.

2.3 Increase in investor pressure, loss of control, and negative emotions

Being forced to adhere to VC investors’ requirements is a potential downside of 
receiving VC financing. In contrast to debt-based financial instruments (e.g., loans), 
VC financing is equity-based and involves a loss of equity by the founder to the 
investor. Thus, VC investments can lead to a partial or even complete loss of control 
by the entrepreneur (e.g., Ewens and Marx, 2018). VC investment contracts often 
contain clauses that severely limit the control rights of founders if the company is 
not able to reach certain milestones (e.g., Kaplan and Strömberg, 2003). One of the 
most drastic consequences for the founder is the replacement by an external manager 
if the venture performs poorly. This situation may increase pressure on the founder 
to perform well and meet investors’ requirements (e.g., Bruton et al., 2000; Pollock 
et al., 2009).

Additionally, prior research has suggested that entrepreneurs may be pressured 
by investors to make important decisions in favor of investors, for example, regard-
ing faster internationalization (Mäkelä and Maula, 2005) or accelerating innovation 
processes (Hellmann and Puri, 2000). This third-party control by the VC investor 
contradicts one of the most important goals of founders, which is the pursuit of entre-
preneurial autonomy (e.g., Lumpkin et al., 2009, Ryff, 2019). This loss of control may 
lead to negative emotions by the entrepreneur reflected in his or her digital identity.

In summary, we posit that VC funding could trigger changes in an entrepreneur’s 
digital identity that reflect an increase in investor pressure, loss of control, and nega-
tive emotions.

2.4 Change in authenticity

Due to the salient position of the founder for their ventures, they have an important 
role in creating and signalling legitimacy (e.g., Beckman and Burton, 2008; Colle-
waert et al., 2021). With the use of storytelling, they tend to position themselves as 
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legitimate entrepreneurs and make use of different frameworks and settings, depend-
ing on the person with whom they interact (e.g., Fisher et al., 2017; Middleton, 2013). 
Increasing media attention may cause the founder to receive even more attention, 
which makes legitimacy and a positive impression even more important. In partic-
ular, young companies that engage in intense communication activities can attract 
higher degrees of media attention. In this case, the founders’ and top management 
teams’ human capital catalyzes the attracted attention even further (Petkova et al., 
2013). This situation increases the startup’s chances of acquiring further financial 
resources and reduces the risks of underpricing in IPOs (e.g., Petkova et al., 2013; 
Pollock and Rindova, 2003). The authenticity of a founder may also change through-
out the evolution of the venture. O’Neil et al. (2022) show that founders align their 
personal identity with their founder identity and desire others to view themselves and 
their actions as authentic. This factor is of particular interest in the context of social 
ventures. For example, Block et al. (2021) show that the authenticity of the founding 
team is the most important funding criterion of impact investors that invest directly in 
startups. Finally, recent research by Markowitz et al. (2022) indicates that authentic-
ity is a predictor of entrepreneurial success using the example of shark tank pitches.

This pursuit of authenticity, which refers to honest and spontaneous language that 
is free of self-regulation (LIWC, 2023), could be reflected in entrepreneurs’ digital 
identities. For example, entrepreneurs’ authenticity may change after funding because 
they are pressurized to quickly meet investors’ expectations regarding growth. In 
turn, this can lead to a focus on short-term results related to growth and scaling up, 
while neglecting the company’s mission and values. Also, entrepreneurs may want 
to present a more polished and less raw image to the outside world, further reducing 
their display of authenticity.

Hence, we posit that VC funding could trigger changes in an entrepreneur’s digital 
identity that reflect a decrease in authenticity.

2.5 Possible moderating factors

VCs are not a homogenous group but differ in their reputations and track records as 
well as in the amount of funding that they can or are willing to provide (Block et al., 
2019). We posit that this heterogeneity influences how VC funding impacts an entre-
preneur’s digital identity.

Our first moderating factor concerns the reputation of the VC investor. The reputa-
tion of the VC firm plays an important role regarding the added value that the investor 
may provide (e.g., Pratch, 2005). Reputation is an important characteristic in the VC 
industry, in which firms must constantly deal with information asymmetries (e.g., 
Cumming and Johan, 2008; Lerner, 1994). High reputation has beneficial effects for 
the VC firm and its portfolio ventures. Prior research shows that companies that have 
attracted investments from reputable VC investors exhibit higher performance, faster 
access to public markets, and higher asset productivity (e.g., Krishnan et al., 2011; 
Nahata, 2008). Furthermore, VC firms with a good reputation find it easier to engage 
in syndication (e.g., Lockett and Wright, 2001). Reputation is so important to VC 
firms that nascent VC firms tend to stimulate their portfolio ventures to go public 
earlier than more experienced firms to increase their reputation and gain legitimacy 
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(e.g., Gompers, 1996). Simultaneously, entrepreneurs are willing to give their shares 
to reputable VC firms at a lower price (Hsu, 2004). We posit that VC reputation mod-
erates the digital identity changes triggered by VC funding. For example, self-confi-
dence and positive emotions could be higher for entrepreneurs who receive backing 
from more reputable VCs versus less reputable VCs.

Our second moderating factor concerns the amount of funding raised, which 
determines the growth possibilities of the venture (Mason and Harrison, 2002). For 
example, the amount raised may influence the venture’s business strategy because an 
oversupply of financial resources can lead to inefficient decisions that delay innova-
tion (Hirukawa and Ueda, 2011). While George (2005) demonstrate empirically that 
an excess of resources lowers the performance of the company, Mason and Harrison 
(2002) find that larger investments offer greater opportunities to stage the investment. 
This tactic reduces the investor’s risk if the venture does not perform well by cutting 
off the supply at an early stage. However, if the venture performs well, the inves-
tor may increase the investment at later stages. Nevertheless, prior also shows that 
higher amounts of funding offer the ability for faster venture growth. Higher funding 
increases the signalling effect of the investment, which, for example, positively influ-
ences the number of employees (Davila et al., 2003).

Because receiving larger investments is generally a positive event for the ven-
ture, we assume that the amount raised could moderate the digital identity changes 
in response to receiving VC funding. Again, self-confidence and positive emotions 
or displayed professionalism could increase more strongly for entrepreneurs who 
receive larger VC investments.

3 Data, method, and variables1

3.1 Sample and data sources

To investigate changes in entrepreneurs’ digital identities after receiving VC funding, 
we first collected data on entrepreneurs with at least one successful funding round 
from the database Crunchbase (www.crunchbase.com). Crunchbase provides data 
on ventures, entrepreneurs, funding rounds, and investors. Furthermore, it provides 
the Twitter account information of the founders. Information on Crunchbase is pro-
vided by external contributors, public sources, and other data providers (Crunchbase, 
2022). Offering a broad variety of information concerning entrepreneurial finance, 
data from Crunchbase have been used frequently in recent management and entrepre-
neurship research (e.g., Fisch and Block, 2021; Ter Wal et al., 2016).

We collected data from ventures that were founded from 2006 onward, which is 
the year when Twitter was founded. Additionally, we only consider ventures that 
received at least one round of funding between January 1, 2006, and December 3, 
2019 (which is the date on which we accessed the Twitter API to retrieve our sample 
of Tweets). Since our analyses rely on data from Twitter, we omitted all founders 
who did not provide their Twitter account on Crunchbase. Additionally, we excluded 

1  The data and do files used to produce the main analyses can be accessed at: https://osf.io/kj8w6/.
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all ventures that had passed the early stage according to the stage classification in 
Crunchbase.

Initially, we created a sample of 13,834 founders who founded 15,397 ventures. 
We excluded 654 founders who founded 695 companies for which we were not able 
to collect any Twitter data, either due to inactivity or inaccessibility. Using Twitter’s 
API, we then collected more than 8 million Tweets posted by the entrepreneurs in the 
sample between January 1, 2006, and December 3, 2019. Because we examine the 
identity change that occurs after a VC funding, we are interested in the Tweets that 
were posted before and after the first VC funding that each venture received. Hence, 
we excluded 4,428 founders who had a) no Tweets posted before their first funding 
or b) no Tweets posted after their first funding. To avoid any overlaying effects from 
funding rounds other than the first, we only considered Tweets made until the second 
round of funding.

Because we seek to keep the entrepreneur’s environment constant, we omitted all 
non-US founders, leading to a sample of 3,621 US founders and 4,012 companies. To 
further ensure that only the effects of one funding round were measured, we excluded 
all entrepreneurs who had founded multiple companies. This step led to a sample of 
3,216 founders and 3,199 companies.

We matched the sample with further financial information from Crunchbase. In 
242 cases, the information was insufficient, for example, due to missing investor 
data. Hence, we omitted these cases from the sample. We then manually checked the 
data for further inconsistencies, that is, non-US headquarters or funding types that 
were out of scope (e.g., crowdfunding). This step led to a sample of 2,333 US found-
ers and 2,327 companies. Because the recommended minimum number of words 
that can be processed meaningfully by LIWC is 50 (e.g., Fisch and Block, 2021), 
we eventually excluded all observations in which we retrieved less than 50 words 
before the funding or after the funding. Our final sample included more than 1 mil-
lion Tweets from 2,094 founders and 2,088 companies.

3.2 Text analysis with Linguistic Inquiry and Word Count (LIWC)

The software Linguistic Inquiry and Word Count (LIWC2015) enables the analysis 
of large amounts of text and has been used in recent entrepreneurship research (e.g., 
Block et al., 2022; Fisch and Block, 2021; Seigner et al., 2023). Originally developed 
by James Pennebaker and Martha Francis, the fields of application for LIWC quickly 
expanded beyond the domain of psychology (Tausczik and Pennebaker, 2010). LIWC 
calculates values for 93 variables and allows researchers to measure certain linguistic 
and psychological dimensions of the given text.

LIWC is a closed-dictionary software. That is, for most variables, LIWC counts 
words that are part of a certain dictionary and calculates the percentage that these 
dictionary words account for in the entire text (Pennebaker et al., 2015). For example, 
LIWC2015’s dictionary for the category “positive emotions” comprises 320 words 
and word stems associated with positive emotions. These words include terms such 
as “love”, “sweet”, “excellent”, or “:)”. The resulting LIWC variable is a percentage 
value. For our sample, we obtain a value of 5.77 for positive emotions, indicating 
that 5.77 out of 100 words in the entrepreneurs’ Tweets refer to words related to 
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positive emotions. In addition to these dictionary-based variables, LIWC includes a 
small set of summary variables. These summary variables (e.g., clout, authentic) are 
not derived directly from dictionaries but refer to variables generated from propri-
etary algorithms based on a set of studies in the domain of psychology. The values 
for these variables are standardized scores (0 to 99) that represent percentiles (based 
on the area under a normal curve), obtained from large comparison samples (LIWC, 
2023; Pennebaker et al., 2015). Hence, a value of 71.24 for clout indicates that the 
entrepreneurs in our sample have language characterized by above average (> 50) 
clout values.

The LIWC variables, their technical descriptions, and the dictionaries used are 
described in more detail in Table 1.

3.3 Variables

3.3.1 Variables that capture the entrepreneur’s digital identity

We used several LIWC variables to investigate changes in founders’ digital identities 
after receiving VC funding. These variables serve as our dependent variables. LIWC 
creates variables that measure linguistic dimensions, psychological processes, and 
other language characteristics. We used a selection of these variables to explore the 
constructs described in Section 2.

Self-confidence and positive emotions. To capture a change in self-confidence 
and positive emotions, we used four LIWC variables that are connected to these 
factors. Self-confidence was measured by the variables clout and power. First, clout 
measures how high an individual sees themselves ranked in terms of a social hier-
archy. Language high in clout is indicative of high relative social status and confi-
dence (LIWC, 2023). Because clout is one of LIWC’s summary variables, it does 
not count the share of certain words in a given text but instead uses percentiles based 
on standardized scores found in previous research by LIWC’s authors (Pennebaker 
et al., 2015). The higher the measurement of clout, the higher an individual ranks 
themselves in social hierarchies and the more that person expresses self-confidence 
(Kacewicz et al., 2014).

Second, power measures the extent to which an individual displays a need for 
power, using words such as “superior” or “bully”. Prior research documents that 
entrepreneurs show comparably high levels of need for power (e.g., Carland et al., 
1984; Carsrud and Brännback, 2011).

While these variables capture self-confidence, the variable positive emotions mea-
sures the number of words that are related to positive emotional feelings, such as 
“nice” or “love”. Research shows that people tend to use more positive words when 
writing about positive events and more negative words when writing about negative 
events (Kahn et al., 2007).

Furthermore, the variable achievement measures the number of words that express 
an individual’s need for achievement and contains words such as “win” or “better”. 
Words from this category indicate the degree of need for achievement (Winter, 1998).

Professionalism. We use four LIWC variables to measure changes in displayed 
professionalization and leadership. First, the variable informal measures the number 
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Variable Technical description # Words in 
dictionary

Exemplary 
words

Self-confidence and positive emotions
Clout Refers to language indicative of relative social status 

and confidence. In LIWC, clout is a summary vari-
able that is generated from a proprietary algorithm. 
The values are standardized scores that represent 
percentiles (based on the area under a normal curve), 
obtained from large comparison samples.

- -

Achievement Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “achievement”.

213 win, success, 
better, accom-
plish, confident, 
solve

Power Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “power”.

518 superior, bully, 
assertive, 
CEO, greatest, 
upperclass

Positive 
emotions

Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “positive emotions”.

320 love, nice, 
sweet, :), excel-
lent, funny, like, 
proud, wise

Professionalism
I Measures the percentage of words in the entrepre-

neur’s Tweets that refer to the dictionary that measures 
first-person singular personal pronouns.

24 I, me, mine, my

We Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures first-person plural personal pronouns.

12 we, us, our, 
ourselves

Affiliation Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “affiliation”.

248 ally, friend, fam-
ily, mate, our, 
pal, relation, 
social, wife

Informal Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures the use of informal language.

380 bro, damn, haha, 
lol, oh, pls, 
sucks, thx, ty, 
ugh, wtf, yeah

Loss of control, pressure, and negative emotions
Negative 
emotions

Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “negative emotions”.

744 hurt, ugly, nasty, 
aggressive, bad, 
fool, lonely, sad

Anxiety Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “anxiety”.

116 afraid, anxious, 
confused, fear, 
scared, shy, 
tense, terrified

Risk Measures the percentage of words in the entrepre-
neur’s Tweets that refer to the LIWC dictionary that 
measures “risk”.

103 crisis, danger, 
doubt, fail, hide, 
lose, safe, stop, 
wrong

Table 1 Dependent variables.
This table provides details on our core measures derived from LIWC based on entrepreneurs’ Tweets.
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of informal words that are used in a text (e.g., “lol”). Prior research has shown that 
the use of informal language relates to a perception of lower expertise (e.g., Haber-
stroh, 2010; Li et al., 2019).

Regarding the demonstration of leadership, we use the LIWC Variables I (first-
person singular), we (first-person plural), and affiliation. Research in business psy-
chology indicates that leaders tend to use more first-person plural words and fewer 
first-person singular words, whereas subordinates use the plural less frequently and 
the singular more often (Meinecke and Kauffeld, 2019). This suggests that an increase 
in the LIWC variable we and a decrease in the LIWC variable I indicate language that 
embodies a greater level of leadership. The LIWC variable affiliation measures the 
number of words that are used when someone tries to befriend others and wants to 
be affiliated with a social group (Antonakis and Atwater, 2002). From a subordinate 
perspective, employees are more satisfied with leaders who display higher degrees of 
affiliation (Steinmann et al., 2016).

Loss of control, pressure, and negative emotions. To examine the effects of loss 
of control, pressure, and associated negative emotions, we use the LIWC variables 
risk, anxiety, and negative emotions.

First, the LIWC variable risk measures the number of words that are related to 
risks (e.g., “danger” or “doubt”). Using speculative language is related to risk, indi-
cating that someone who uses these risk-related words displays uncertainty (Yang 
and Liu, 2017).

Second, we use the LIWC variable anxiety, which includes the use of words such 
as “worried” or “fearful”, to measure work-related stress. Prior research has shown 
that the use of anxiety-related words relates to stress and may predict depressive feel-
ings (e.g., Eichstaedt et al., 2018; Wang et al., 2016).

Finally, we use the LIWC variable negative emotions, containing words such 
as “hurt” or “nasty”, to measure the overall well-being of entrepreneurs. Tov et al. 
(2013) show that the use of negative emotional words is connected with self-reported 
negative feelings.

Authenticity. We use the LIWC summary variable authenticity to measure the 
authenticity reflected in entrepreneurs’ Tweets. Authentic language is character-
ized by honesty, spontaneity, and the absence of filters and self-regulation (LIWC, 
2023). Research in psychology indicates that authentic language reflects a person’s 

Variable Technical description # Words in 
dictionary

Exemplary 
words

Authenticity
Authentic Authentic language is honest, spontaneous, and does 

not involve self-regulation. In LIWC, authentic is a 
summary variable that is generated from a proprietary 
algorithm. The values are standardized scores that rep-
resent percentiles (based on the area under a normal 
curve), obtained from large comparison samples.

- -

Notes: All measures are obtained from the software Linguistic Inquiry and Word Count (LIWC2015) 
and described in detail by Pennebaker et al. (2015). For further information, especially on clout 
and authentic, see also https://www.liwc.app/help/liwc (last accessed January 9th, 2023). The full 
dictionaries can be exported from LIWC.

Table 1 (continued) 
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engagement in self-monitoring. While spontaneous conversations tend to score high 
in authenticity, texts in which a person expresses themselves socially cautiously tend 
to score low in authenticity (LIWC, 2023). Authenticity is a summary variable that is 
not based on its own dictionary. Instead, the variable is generated from a proprietary 
algorithm and reflects a composite score of language variables (Markowitz et al., 
2022). While the algorithm is not disclosed by LIWC directly, LIWC indicates that 
this variable is based on a study by Newman et al. (2003), which identified the use of 
certain words to distinguish between stories that were made up and stories that actu-
ally happened. Also, Markowitz et al. (2022), in a recent study on authenticity and 
entrepreneurial success, indicate that the measure is, amongst others, based on the 
LIWC variables I, differentiation, and relativity.

3.3.2 Moderating factors

We consider two moderating variables in our analysis that could influence the main 
effect of VC funding on entrepreneurs’ digital identities.

The first moderator is Tier 1 investor, which serves as an indicator that an inves-
tor is very reputable. Tier 1 investor is constructed as a dummy variable. We use 
information from Crunchbase, which shows all investors who participated in a deal, 
and from the “Venture Capital Journal Top 50”2, which ranks the largest VC firms 
depending on the amount of investment capital raised between 2015 and 2020. The 
variable takes a value of “1” if at least one of the investors is ranked in the top 50 and 
“0” if none of the deal participants were listed.

Our second moderator is the amount of funding that was raised. We included the 
total investment made during the first funding round. Due to the skewness of the vari-
able, we use the logarithm (Funding amount (log.))

3.3.3 Control variables

We use several control variables in our analysis. First, we use the logarithmized word 
count (log_WC) as a control variable that varies over time, as in Fisch and Block 
(2021). Second, we incorporate the variable gender, which takes was given a value 
of 1 if the entrepreneur is male and 0 if the entrepreneur is female. Prior research 
has shown that males and females differ in how they express themselves via written 
language (e.g., Argamon et al., 2003; Newman et al., 2008). Third, we control for 
whether the firm is headquartered in San Francisco or New York. Both areas rep-
resent the areas with the highest number of firms in our sample. Fourth, we control 
for the age of the venture as of 2019. Finally, we use industry dummies that were 
extracted from Crunchbase. The impact of VC investments may differ depending on 
the industry in which the funded venture is active. We also include a set of dummy 
variables that control for the year in which the venture received its first investment.

2  “Venture Capital Journal” is a magazine that coverstopics the venture capital market and investment 
strategies. For further details, see https://www.venturecapitaljournal.com/the-vcj-50-venture-capitals-
heavy-hitters/ (last accessed: December 2, 2021).
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4 Results

4.1 Descriptive statistics

Table 2 displays descriptive statistics for our variables. The mean number of words 
expressed on Twitter is 5,727. The range of words used is relatively wide, from a 
minimum of 50 to a maximum of 51,446. 15% of the founders in our sample have a 
Tier 1 investor participating in their deal. The mean funding amount is 3.6 million 
US dollars, with a minimum of 5,000 US dollars and a maximum of 412 million US 
dollars. With a share of 85.77%, most founders in our sample are male. 16% of the 
firms in our sample are located in New York, while 24% of them are located in San 
Francisco. The average age of the ventures in our sample was approximately 6 years 
as of 2019.

4.2 Univariate analyses

We performed a series of t-tests to examine whether entrepreneurs’ digital identities 
changed after receiving a VC investment. We performed t-tests for the full sample 
and separately for entrepreneurs who received funding from reputable and less repu-
table investors as well as entrepreneurs who received funding below or above the 
median funding amount. The results are displayed in Tables 3, 4, and 5.

Full sample. Except for anxiety, all LIWC values after funding differed signifi-
cantly (p < .05) from those before funding. All variables related to self-confidence 
and positive emotions showed a significant increase after funding (i.e., clout (before 
= 69.25; after = 73.23, + 0.31 SD), achievement (before = 2.10; after = 2.38, + 0.28 
SD), power (before = 2.51; after = 2.62, + 0.11 SD), and positive emotions (before 
= 5.59; after = 5.95, + 0.17 SD)).

The variables related to the entrepreneur’s professionalism showed more diverse 
results. While the variable I (use of first-person singular pronouns) decreased sig-
nificantly (before = 2.63; after = 2.44, -0.12 SD), the variable we (use of first-per-
son plural pronouns) increased significantly (before = 0.90; after = 1.25, + 0.43 SD). 

Table 2 Descriptive statistics of control variables.This table presents means, standard deviations, mini-
mum values, and maximum values of the control variables used in our analyses. Our main analysis also 
includes industry dummies and funding year dummies
Variable Mean SD Min. Median Max. n Data source
Word count 5,727 7,753 50 2,411 51,446 4,188 LIWC (Twitter)
Tier 1 investor 0.15 0.35 0 0 1 4,188 Crunchbase/VCJ
Funding 
amount

3,606,397 13,700,000 5,000 1,400,000 412,000,000 4,188 Crunchbase

Gender 
(1 = male)

85.77 0.35 0 1 1 4,188 Crunchbase

Location: San 
Francisco

0.24 0.43 0 0 1 4,188 Crunchbase

Location: New 
York

0.16 0.37 0 0 1 4,188 Crunchbase

Venture age (as 
of 2019)

5.75 2.68 0 6 13 4,188 Crunchbase
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Furthermore, the variable affiliation also increased significantly (before = 2.88; after 
= 3.36, + 0.32 SD). The extent of informal language use, captured by the variable 
informal, decreased significantly after VC funding (before = 2.58; after = 2.14, -0.31 
SD).

Related to loss of control, increased pressure from the investor, and negative emo-
tions, a t-test of the variable negative emotions showed that the use of words associ-
ated with negative emotions significantly decreased after VC funding (before = 1.31; 
after = 1.22, -0.13 SD). Furthermore, the variable risk showed a slight but significant 
increase (before = 0.46; after = 0.49, + 0.07 SD). The variable anxiety showed no 
significant change.

Our final t-test was related to the authenticity of the entrepreneur. We found that 
the LIWC variable authentic decreased significantly after a VC funding round (before 
= 44.51; after = 40.68, -0.21 SD).

Moderator: reputable investor. In the next series of t-tests, we further examine 
whether the changes in LIWC variables differed between certain subgroups of the 
sample. More precisely, we examined more closely the change in LIWC variables 
(delta (Δ) = mean of LIWC variable after funding-mean of LIWC variable before 
funding) and conducted t-tests on the differences in these deltas between founders 
who received an investment from reputable investors (Tier 1) and founders who 
received an investment from less reputable investors (Tier 0). The results are dis-
played in Table 4.

Table 3 T-tests of LIWC variables before and after funding
This table shows t-tests of the LIWC variables compared before funding and after funding
Variables Over-

all
mean

(SD) Mean
before 
funding

(SD) Mean
after 
funding

(SD) Mean
difference

(Difference
in SD)

Self-confidence and positive emotions
 Clout 71.24 (13.04) 69.25 (12.46) 73.23 (13.31) + 3.98*** (+ 0.31 SD)
 Achievement 2.24 (0.99) 2.10 (0.82) 2.38 (1.12) + 0.28*** (+ 0.28 SD)
 Power 2.57 (1.04) 2.51 (0.95) 2.62 (1.12) + 0.11*** (+ 0.11 SD)
 Positive 
emotions

5.77 (2.13) 5.59 (1.91) 5.95 (2.32) + 0.36*** (+ 0.17 SD)

Professionalism
 I 2.53 (1.53) 2.63 (1.48) 2.44 (1.57) -0.19*** (-0.12 SD)
 We 1.07 (0.82) 0.90 (0.66) 1.25 (0.93) + 0.35*** (+ 0.43 SD)
 Affiliation 3.12 (1.51) 2.88 (1.28) 3.36 (1.67) + 0.48*** (+ 0.32 SD)
 Informal 2.36 (1.42) 2.58 (1.41) 2.14 (1.39) -0.44*** (-0.31 SD)
Loss of control, pressure, and negative emotions
 Negative 
emotions

1.26 (0.71) 1.31 (0.66) 1.22 (0.77) -0.09*** (-0.13 SD)

 Anxiety 0.18 (0.20) 0.17 (0.17) 0.18 (0.22) + 0.00 (+ 0.00 SD)
 Risk 0.47 (0.44) 0.46 (0.40) 0.49 (0.49) + 0.03* (+ 0.07 SD)
Authenticity
 Authentic 42.60 (18.16) 44.51 (17.64)) 40.68 (18.48) -3.83*** (-0.21 SD)
Observations 4,188 2,094 2,094
Notes: SD = standard deviation. Results of two-tailed t-tests. p-values: *** < 0.1%, ** <1%, * <5%, † < 
10%.
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First, regarding self-confidence and positive emotions, the tests showed that 
founders who received funding from a reputable investor showed a significantly 
stronger increase in clout than founders who received funding from less reputable 
investors (Tier 0 = 3.69; Tier 1 = 5.72). We found no significant differences between 
Tier 1 and Tier 0 investors for changes in the variables achievement, power, and posi-
tive emotions.

In terms of professionalism, we found that entrepreneurs who received funding 
from a reputable investor showed a significantly stronger increase in the variables we 
(Tier 0 = 0.33; Tier 1 = 0.47) and affiliation (Tier 0 = 0.45; Tier 1 = 0.65). The t-tests 
showed no significant differences for the variables I and informal.

Investigating the effects of loss of control, pressure, and negativity, we did not 
find significant differences in the change in the variables anxiety and risk when dis-
tinguishing between entrepreneurs who received funding from a reputable or a less 
reputable investor. However, we found a slightly significantly stronger decrease in 
negative emotions (Tier 0 = -0.08; Tier 1 = -0.16) for entrepreneurs who received 
funding from Tier 1 investors.

Finally, we found no significant difference in the change in authenticity when dis-
tinguishing between Tier 1 and Tier 0 investors.

Moderator: amount raised. Table 5 compares differences between investors 
who received funding above the median (1.4 million US dollars) or funding that 
was equal to or below the median. We found a significantly stronger decrease in 
authenticity for founders who received funding above the median (below or equal 
median = -2.53; above median = -5.13). At a 10% level, the variable affiliation was 
significantly stronger for founders with funding above the median (below or equal 
median = 0.41; above median = 0.55). Furthermore, we found a significant difference 
at the 10% level regarding the variable anxiety. Whereas founders who raised funding 

Variables Mean 
Tier 0

(SD) Mean 
Tier 1

(SD) Mean(diff)

Self-confidence and positive emotions
 ΔClout 3.69 (13.13) 5.72 (12.68) -2.03*
 ΔAchievement 0.27 (1.13) 0.34 (1.07) -0.07
 ΔPower 0.11 (1.16) 0.13 (1.01) -0.02
 ΔPositive 
emotions

0.34 (2.23) 0.48 (2.24) -0.14

Professionalism
 ΔI -0.18 (1.51) -0.25 (1.25) 0.07
 ΔWe 0.33 (0.93) 0.47 (0.85) -0.13*
 ΔAffiliation 0.45 (1.67) 0.65 (1.63) -0.20*
 ΔInformal -0.44 (1.35) -0.43 (1.34) -0.01
Loss of control, pressure, and negative emotions
 ΔNegative 
emotions

-0.08 (0.76) -0.16 (0.80) 0.09†

 ΔAnxiety 0.00 (0.26) 0.01 (0.27) 0.01
 ΔRisk 0.03 (0.49) 0.06 (0.52) -0.04
Authenticity
 ΔAuthentic -3.62 (19.22) -5.06 (18.96) 1.43
Observations 2,094 2,094

Table 4 T-tests of LIWC vari-
ables Tier 1 and Tier 0 inves-
tors.This table shows t-tests of 
the change of LIWC variables 
compared between founders 
who received funding from Tier 
1 investors and founders who 
received funding from Tier 0 
investors.

Notes: Δ = delta (after value-
before value). SD = standard 
deviation. Results of two-tailed 
t-tests. p-values: *** < 0.1%, ** 
<1%, * <5%, † < 10%.
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equal to or below the median showed a slight decrease in anxiety (-0.01), founders 
who raised funding above the median showed a slight increase in anxiety (0.01).

4.3 Multivariate analyses

4.3.1 Model

Our main analysis uses linear panel regression with random effects. Using a panel 
estimator enables us to assess the changes in the entrepreneurs’ digital identities that 
occur over time (i.e., before vs. after receiving VC funding). We use a random-effects 
estimator because we utilize time-invariant moderators that would have to be omitted 
in a fixed-effects model.

Our models consider the LIWC variables described in Section 3 as the dependent 
variables. The variable of interest was the dummy variable after_funding, which indi-
cates the occurrence of the funding round. In our moderation analysis, this dummy 
is interacted with Tier 1 investor to assess backing by reputable investors and with 
funding amount (log.) to assess large amounts raised. We account for heterogeneity at 
the entrepreneur level by incorporating several control variables. Specifically, we use 
word count (log.) (time-variant), Tier 1 investor (time-invariant), log_money (time-
variant), industry dummies (time-invariant), and gender (time-invariant).

Table 5 T-tests of LIWC variables amount funding above or below median.This table shows t-tests of the 
change of LIWC variables compared between founders who received funding above the median or equal 
to or lower the median.
Variables Mean < = median (SE) Mean > median (SE) Mean(diff)
Self-confidence and positive emotions
 ΔClout 3.79 (13.34) 4.17 (12.81) -0.38
 ΔAchievement 0.24 (1.07) 0.32 (1.17) -0.08
 ΔPower 0.09 (1.07) 0.13 (1.20) -0.04
 ΔPositive emotions 0.30 (2.21) 0.42 (2.25) -0.12
Professionalism
 ΔI -0.21 (1.56) -0.17 (1.39) -0.04
 ΔWe 0.33 (0.93) 0.37 (0.91) -0.04
 ΔAffiliation 0.41 (1.67) 0.55 (1.67) -0.14†
 ΔInformal -0.46 (1.40) -0.42 (1.29) -0.04
Loss of control, pressure, and negative emotions
 ΔNegative emotions -0.09 (0.80) -0.09 (0.74) -0.00
 ΔAnxiety -0.01 (0.24) 0.01 (0.28) -0.02†
 ΔRisk 0.02 (0.52) 0.05 (0.47) -0.03
Authenticity
 ΔAuthentic -2.53 (19.72) -5.13 (18.55) -3.83**
Observations 2,094 2,094
Notes: Δ = delta (after value-before value). SD = standard deviation. Results of two-tailed t-tests. 
p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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Tables 6.1–6.4 show the results for the variables that we investigated in the previ-
ous section.

4.3.2 Main results

Regarding the self-confidence and positive emotions of the founder, Table 6.1 shows 
that VC backing significantly increased the use of clout (coeff. = 3.331, p < 0.1%, 
+ 0.26 SD), achievement (coeff. = 0.237, p < 0.1%, + 0.24 SD), power (coeff. = 0.094, 
p < 0.1%, + 0.09 SD), and positive emotions (coeff. = 0.260, p < 0.1%, + 0.12 SD) 
language.

Furthermore, Table 6.2 shows that language related to professionalism signifi-
cantly changed: the occurrence of a VC funding event significantly decreases the use 
of I (first-person singular) (coeff. = -0.151, p < 0.1%, -0.10 SD) and the use of infor-
mal language (coeff. = -0.368, p < 0.1%, -0.26 SD). Also, the use of we (first-person 
plural) (coeff. = 0.306, p < 0.1%, + 0.37 SD) and affiliation (coeff. = 0.346, p < 0.1%, 
+ 0.23 SD) increases significantly.

Considering the downsides of the funding event and how they are reflected in 
entrepreneurs’ digital identities, Table 6.3 finds a significant increase in risk-related 
language (coeff. = 0.037, p < 0.1%, + 0.08 SD) after the funding event. The analysis 

Table 6.1 Random effects panel regressions: self-confidence and positive emotionsThis table shows the 
results of random effects panel regressions. The dependent variables are LIWC variables. The variable 
After_funding marks the occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

Clout Achievement Power Positive emotions

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding 3.331 (0.304)*** 0.237 (0.0259)*** 0.094 (0.0264)*** 0.260 (0.0518)***
Control variables
 Word count 
(log.)

-0.748 (0.122)*** -0.047 (0.010)*** -0.021 (0.010)* -0.115 (0.020)***

 Tier 1 
investor

-1.596 (0.709)* -0.130 (0.052)* -0.269 (0.057)*** 0.149 (0.116)

 Funding 
amount (log.)

0.634 (0.146)*** 0.065 (0.011)*** 0.058 (0.012)*** 0.077 (0.024)**

 Gender -6.440 (0.690)*** -0.123 (0.050)* -0.056 (0.055) -1.359 (0.113)***
 Location: San 
Francisco

-1.977 (0.567)*** -0.148 (0.041)*** -0.179 (0.045)*** -0.183 (0.093)*

 Location: 
New York

0.235 (0.657) -0.150 (0.048)** -0.118 (0.052)* 0.013 (0.108)

 Venture age 0.581 (0.146)*** 0.009 (0.011) 0.022 (0.012)† 0.019 (0.024)
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding 
year dummies 
(12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.

1 3



J. H. Block et al.

Table 6.2 Random effects panel regressions: professionalismThis table shows the results of random effects 
panel regressions. The dependent variables are LIWC variables. The variable After_funding marks the 
occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

I We Affiliation Informal

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.151 (0.035)*** 0.306 (0.021)*** 0.346 (0.038)*** -0.368 (0.031)***
Control variables
 Word count 
(log.)

0.040 (0.014)** -0.053 (0.008)*** -0.154 (0.015)*** 0.085 (0.013)***

 Tier 1 investor 0.175 (0.088)* 0.004 (0.043) 0.019 (0.079) 0.237 (0.078)**
 Funding 
amount (log.)

-0.095 (0.018)*** 0.037 (0.009)*** 0.064 (0.016)*** -0.062 (0.016)***

 Gender -0.228 (0.086)** -0.284 (0.042)*** -0.690 (0.077)*** -0.086 (0.076)
 Location: San 
Francisco

0.213 (0.071)** -0.059 (0.034)† -0.159 (0.063)* 0.227 (0.062)***

 Location: New 
York

0.083 (0.082) 0.059 (0.040) 0.081 (0.073) 0.186 (0.072)**

 Venture age -0.027 (0.018) 0.031 (0.009)*** 0.085 (0.016)*** -0.033 (0.016)*
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding year 
dummies (12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.

Table 6.3 Random effects panel regressions: loss of control, pressure, and negative emotionsThis table 
shows the results of random effects panel regressions. The dependent variables are LIWC variables. The 
variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3)
Dependent variable Negative emotions Anxiety Risk
Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.026 (0.018) 0.007 (0.006) 0.037 (0.012)**
Control variables
 Word count (log.) 0.071 (0.007)*** 0.006 (0.002)** 0.005 (0.004)
 Tier 1 investor -0.021 (0.039) -0.023 (0.010)* -0.010 (0.023)
 Funding amount (log.) -0.009 (0.008) 0.004 (0.002)† 0.004 (0.005)
 Gender 0.147 (0.038)*** 0.008 (0.010) 0.069 (0.022)**
 Location: San Francisco 0.087 (0.032)** 0.008 (0.008) -0.017 (0.018)
 Location: New York 0.036 (0.037) 0.014 (0.009) -0.032 (0.021)
 Venture age -0.023 (0.008)** -0.001 (0.002) -0.010 (0.005)*
 Industry dummies (46 cat.) Yes Yes Yes
 Funding year dummies (12 cat.) Yes Yes Yes
Observations 4188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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shows no significant changes in the use of language related to negative emotions or 
anxiety.

However, the regression in Table 6.4 also shows that VC funding significantly 
decreased the authenticity (coeff. = -3,993, p < 0.1%, -0.22 SD) of entrepreneurs’ 
posted tweets.

4.3.3 Moderator: reputable investor (Tier 1 investor)

To assess whether the main effect was moderated by the reputation of the investor or 
the raised amount of funding, we conducted two additional series of random effects 
panel regressions. In the first series (Tables 7.1–7.4), we added an interaction term 
(after_funding * Tier 1 investor) that examined whether the effect of VC funding was 
moderated by the reputation of the investor.

Regarding the variables that were related to entrepreneurs’ self-confidence and 
positive emotions, we found a significant and positive effect on the LIWC variable 
clout, indicating that the presence of a reputable investor positively moderated the 
effect of VC funding on the variable clout (coeff. = 1.983, p < 5%, average marginal 
effect (AME) = 3.333).

Investigating the moderating effect of investors’ reputation on displayed profes-
sionalism, we found that the presence of a Tier 1 investor had a significant positive 
effect on the variable we (coeff. = 0.129, p < 5%, AME = 0.306) and a slightly signifi-
cant effect on the variable affiliation ((coeff. = 0.194, p < 10%, AME = 0.346). This 
result indicated that the increase in the use of the first-person plural (we) and affil-
iation-related language was reinforced by the presence of very reputable investors.

There was no clear evidence concerning the effects that a Tier 1 investor had on 
variables related to loss of control, pressure, and negativity. While there was no sig-
nificant moderating effect regarding the variables anxiety and risk, we found a small 
significant negative effect on the use of negative emotions (coeff. = -0.081, p < 10%, 
AME = -0.026).

Model (1)
Dependent variable Authentic
Statistic Coeff. (SE)
Independent variable
 After_funding -3.993 (0.447)***
Control variables
 Word count (log.) -0.185 (0.177)
 Tier 1 investor 1.674 (1.016)†
 Funding amount (log.) -0.465 (0.209)*
Gender 2.266 (0.988)*
 Location: San Francisco 0.553 (0.812)
 Location: New York 0.237 (0.941)
 Venture age -0.408 (0.209)†
 Industry dummies (46 cat.) Yes
 Funding year dummies (12 cat.) Yes
Observations 4,188

Table 6.4 Random effects panel 
regressions: authenticityThis 
table shows the results of a 
random effects panel regression. 
The dependent variables are 
LIWC variables. The variable 
After_funding marks the occur-
rence of the funding event.

Notes: p-values: *** < 0.1%, ** 
<1%, * <5%, † < 10%.
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Regarding the variable authenticity, we found no evidence for a moderating effect 
of the presence of a Tier 1 investor.

4.3.4 Moderator: funding amount

Tables 8.1–8.4 add an interaction term (after_funding * funding amount (log.)) that 
examines whether the effect of VC funding is moderated by the amount of funding 
that was raised in a particular funding round.

Regarding entrepreneurs’ self-confidence and positive emotions, we found that the 
amount of raised funding significantly positively moderated the effect of VC funding 
on the LIWC variable achievement (coeff. = 0.023, p < 10%, AME = 0.237). We did 
not find moderation effects for the variables clout, power, or positive emotions.

Regarding the variables related to professionalism, we were only able to find a 
slightly significant positive effect for the variable affiliation (coeff. = 0.038, p < 10%, 
AME = 0.347), indicating that a high amount of raised funding positively influenced 
the effect of funding on the use of affiliation-related language.

Table 7.1 Random effects panel regressions: interaction effects with Tier 1 investor (self-confidence and 
positive emotions)This table shows the results of random effects panel regressions. The dependent vari-
ables are LIWC variables. The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

Clout Achievement Power Positive emotions

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding 3.045 (0.325)*** 0.227 (0.028)*** 0.091 (0.028)** 0.241 (0.056)***
 After_
funding*Tier 1 
investor

1.983 (0.809)* 0.068 (0.070) 0.023 (0.071) 0.134 (0.138)

Control variables
 Word count 
(log.)

-0.745 (0.122)*** -0.047 (0.010)*** -0.021 (0.010)* -0.115 (0.020)***

 Tier 1 investor -2.588 (0.817)** -0.164 (0.062)** -0.280 (0.067)*** 0.083 (0.135)
 Funding 
amount (log.)

0.634 (0.146)*** 0.065 (0.011)*** 0.058 (0.012)*** 0.077 (0.024)**

 Gender -6.440 (0.690)*** -0.123 (0.050)* -0.056 (0.0550) -1.359 (0.113)***
 Location: San 
Francisco

-1.976 (0.567)*** -0.148 (0.041)*** -0.179 (0.045)*** -0.183 (0.093)*

 Location: New 
York

0.235 (0.657) -0.150 (0.048)** -0.118 (0.052)* 0.013 (0.108)

 Venture age 0.581 (0.146)*** 0.009 (0.011) 0.022 (0.012)† 0.019 (0.024)
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding 
year dummies 
(12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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We were not able to find any significant moderating effects for the amount raised 
on the variables negative emotions, anxiety, and risk, which are all related to loss of 
control, pressure, and negative emotions for the entrepreneur.

Eventually, we found that the amount of funding raised significantly negatively 
moderated the effect of the funding event on the authenticity of entrepreneurs’ online 
language (coeff. = -0.526, p < 5%, AME = -4.007).

5 Discussion and conclusion

5.1 Summary of main findings and link to prior research

We find that the digital identities of founders change after VC funding. First, our 
results indicate that entrepreneurs’ self-confidence and positive emotions increase 
after the acquisition of VC financing. Second, our results suggest an increase in pro-
fessionalism after the investment. Third, changes regarding loss of control, pressure, 
and negative emotions are ambiguous. We find that entrepreneurs show fewer nega-

Table 7.2 Random effects panel regression: interaction effects with Tier 1 investor (professionalism)This 
table shows the results of random effects panel regressions. The dependent variables are LIWC variables. 
The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

I We Affiliation Informal

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.142 (0.037)*** 0.287 (0.023)*** 0.318 (0.041)*** -0.370 (0.034)***
 After_
funding*Tier 1 
investor

-0.067 (0.092) 0.129 (0.057)* 0.194 (0.103)† 0.016 (0.083)

Control variables
 Word count 
(log.)

0.040 (0.014)** -0.053 (0.008)*** -0.153 (0.015)*** 0.085 (0.013)***

 Tier 1 investor 0.208 (0.100)* -0.061 (0.051) -0.078 (0.094) 0.230 (0.088)**
 Funding 
amount (log.)

-0.095 (0.018)*** 0.037 (0.009)*** 0.064 (0.016)*** -0.062 (0.016)***

 Gender -0.228 (0.086)** -0.284 (0.042)*** -0.690 (0.077)*** -0.086 (0.076)
 Location: San 
Francisco

0.213 (0.071)** -0.059 (0.034)† -0.159 (0.063)* 0.227 (0.062)***

 Location: New 
York

0.083 (0.082) 0.059 (0.040) 0.081 (0.073) 0.186 (0.072)**

 Venture age -0.027 (0.018) 0.031 (0.009)*** 0.085 (0.016)*** -0.033 (0.016)*
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding 
year dummies 
(12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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tive emotions after VC funding but an increase in risk-related language. Finally, our 
results indicate a decrease in authenticity after the funding event.

The increase in language related to self-confidence indicates a self-confirmation 
of the entrepreneurs’ activities through the acquisition of VC, which may satisfy their 

Table 7.3 Random effects panel regression: interaction effects with funding amount (log.) (loss of control, 
pressure, and negativity)This table shows the results of random effects panel regressions. The dependent 
variables are LIWC variables. The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3)
Dependent variable Negative emotions Anxiety Risk
Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.015 (0.019) 0.009 (0.006) 0.032 (0.012)*
 After_funding*Tier 1 investor -0.081 (0.048)† -0.012 (0.016) 0.037 (0.031)
Control variables
 Word count (log.) 0.071 (0.007)*** 0.006 (0.002)** 0.005 (0.004)
 Tier 1 investor 0.019 (0.046) -0.017 (0.013) -0.028 (0.028)
 Funding amount (log.) -0.009 (0.008) 0.004 (0.002)† 0.004 (0.005)
 Gender 0.147 (0.038)*** 0.008 (0.010) 0.069 (0.022)**
 Location: San Francisco 0.087 (0.032)** 0.008 (0.008) -0.017 (0.018)
 Location: New York 0.036 (0.037) 0.014 (0.009) -0.032 (0.021)
 Venture age -0.023 (0.008)** -0.001 (0.002) -0.010 (0.005)*
 Industry dummies (46 cat.) Yes Yes Yes
 Funding year dummies (12 cat.) Yes Yes Yes
Observations 4188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.

Table 7.4 Random effects panel regression: interaction effects with funding amount (log.) (authenticity)
This table shows the results of a random effects panel regression. The dependent variables are LIWC vari-
ables. The variable After_funding marks the occurrence of the funding event.
Model (1)
Dependent variable Authentic
Statistic Coeff. (SE)
Independent variable
 After_funding -3.786 (0.478)***
 After_funding*Tier 1 investor -1.444 (1.190)
Control variables
 Word count (log.) -0.187 (0.177)
 Tier 1 investor 2.396 (1.177)*
 Funding amount (log.) -0.465 (0.209)*
 Gender 2.266 (0.988)*
 Location: San Francisco 0.552 (0.812)
 Location: New York 0.237 (0.941)
 Venture age -0.408 (0.209)†
 Industry dummies (46 cat.) Yes
 Funding year dummies (12 cat.) Yes
Observations 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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need for achievement (Carraher et al., 2010). The increase in self-confidence after the 
investment might also be a sign of overconfidence. In contrast to our findings, Forbes 
(2005) shows that entrepreneurs who receive external equity funding are less over-
confident. While Forbes (2005) argues that entrepreneurs with external funding show 
lower levels of overconfidence due to the monitoring of the investor and the entre-
preneurs’ responsibility to explain their actions, our findings suggest that the increase 
in confidence may be a direct consequence of acquiring VC funding. The increase in 
self-confidence might be interconnected with an increase in power that is caused by 
the new partnership with the investor, who provides the entrepreneur with additional 
financial resources and a valuable business network (e.g., Fast et al., 2012; Sapienza 
et al., 1996). This assumption is supported by our finding of a positive moderating 
effect of investors’ reputation on the use of language related to self-confidence. This 
finding is in line with the fact that having a Tier 1 investor participate in the deal 
reinforces the positive effect of funding because reputable investors are usually more 
experienced and have greater networks to offer (e.g., Hsu, 2004).

The increase in professionalism after the investment may be interpreted as an 
intertwined effect. Prior research has shown that the presence of a VC investor has 
positive effects on the professionalization of a startup. The professionalization of a 

Table 8.1 Random effects panel regressions: interaction effects with funding amount (log.) (self-confi-
dence and positive emotions)This table shows the results of random effects panel regressions. The depen-
dent variables are LIWC variables. The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

Clout Achievement Power Positive emotions

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding 4.778 (2.227)* -0.081 (0.191) -0.042 (0.194) 0.053 (0.380)
 After_
funding*Funding 
amount (log.)

-0.105 (0.160) 0.023 (0.014)+ 0.010 (0.014) 0.015 (0.027)

Control variables
 Word count 
(log.)

-0.751 (0.122)*** -0.046 (0.010)*** -0.021 (0.010)* -0.114 (0.020)***

 Tier 1 investor -1.596 (0.709)* -0.130 (0.052)* -0.269 (0.057)*** 0.149 (0.116)
 Funding 
amount (log.)

0.686 (0.167)*** 0.053 (0.013)*** 0.053 (0.014)*** 0.070 (0.028)*

 Gender -6.440 (0.690)*** -0.123 (0.050)* -0.056 (0.055) -1.359 (0.113)***
 Location: San 
Francisco

-1.977 (0.567)*** -0.148 (0.041)*** -0.179 (0.045)*** -0.183 (0.093)*

 Location: New 
York

0.235 (0.657) -0.150 (0.048)** -0.118 (0.052)* 0.013 (0.108)

 Venture age 0.581 (0.146)*** 0.009 (0.011) 0.022 (0.012)† 0.019 (0.024)
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding 
year dummies 
(12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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startup is mainly attributed to the coaching function of the VC investor, who provides 
helpful assistance after investment (e.g., Colombo and Grilli, 2010; Sørensen, 2007). 
Expanding on previous research, our results indicate that VC investment also directly 
influences the professionalization and leadership skills of founders individually. First, 
the increase in leadership-related qualities may be attributed to VC-induced startup 
growth. Instead of just being a member of a small team, the founder is forced to take 
a leadership position as soon as the venture raises external capital and starts growing 
(e.g., Davila et al., 2003). Improved leadership qualities are further highlighted by the 
moderating effect of reputable investors. This finding might indicate that more repu-
table investors provide superior value-added services, such as management coaching, 
than less reputable investors, which allows entrepreneurs to improve their leadership 
or professionalization skills. Additionally, our results show a decreased use of infor-
mal language after investment. Hellman and Puri (2002) have shown that VC-backed 
startups are faster to apply measures that are important for external communication, 
such as hiring a marketing vice president. Although, irrespective of VC funding, new 
ventures use social media for communication and marketing, for example, through 
information-sharing and action-inducing content (Taecharungroj, 2017), our results 

Table 8.2 Random effects panel regression: interaction effects with funding amount (log.) (professional-
ism)This table shows the results of random effects panel regressions. The dependent variables are LIWC 
variables. The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3) (4)
Dependent 
variable

I We Affiliation Informal

Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.377 (0.252) 0.086 (0.156) -0.176 (0.282) -0.305 (0.229)
 After_
funding*Funding 
amount (log.)

0.016 (0.018) 0.016 (0.011) 0.038 (0.020)+ -0.005 (0.016)

Control variables
 Word count 
(log.)

0.041 (0.014)** -0.053 (0.008)*** -0.153 (0.015)*** 0.085 (0.013)***

 Tier 1 investor 0.175 (0.088)* 0.004 (0.043) 0.019 (0.079) 0.237 (0.078)**
 Funding 
amount (log.)

-0.104 (0.020)*** 0.029 (0.010)** 0.045 (0.019)* -0.060 (0.018)***

 Gender -0.228 (0.086)** -0.284 (0.041)*** -0.690 (0.077)*** -0.086 (0.076)
 Location: San 
Francisco

0.213 (0.071)** -0.059 (0.034)† -0.159 (0.063)* 0.227 (0.062)***

 Location: New 
York

0.083 (0.082) 0.059 (0.040) 0.081 (0.073) 0.186 (0.072)**

 Venture age -0.027 (0.018) 0.031 (0.009)*** 0.085 (0.016)*** -0.033 (0.016)*
 Industry dum-
mies (46 cat.)

Yes Yes Yes Yes

 Funding 
year dummies 
(12 cat.)

Yes Yes Yes Yes

Observations 4,188 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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suggest that the founder is made aware of the importance of professional online com-
munication by VC investors.

Our results are less clear regarding loss of control, pressure, and negative emo-
tions, which may be caused by the presence of a VC investor. Acquiring a VC invest-

Table 8.3 Random effects panel regression: interaction effects with Tier 1-Funding (loss of control, pres-
sure, and negativity)This table shows the results of random effects panel regressions. The dependent vari-
ables are LIWC variables. The variable After_funding marks the occurrence of the funding event.
Model (1) (2) (3)
Dependent variable Negative emotions Anxiety Risk
Statistic Coeff. (SE) Coeff. (SE) Coeff. (SE)
Independent variable
 After_funding -0.112 (0.131) -0.042 (0.044) -0.050 (0.085)
 After_funding*Funding amount (log.) 0.006 (0.009) 0.004 (0.003) 0.006 (0.006)
Control variables
 Word count (log.) 0.072 (0.007)*** 0.006 (0.002)** 0.005 (0.004)
 Tier 1 investor -0.021 (0.039) -0.023 (0.010)* -0.010 (0.023)
 Funding amount (log.) -0.012 (0.009) 0.002 (0.003) 0.001 (0.006)
 Gender 0.147 (0.038)*** 0.008 (0.010) 0.069 (0.022)**
 Location: San Francisco 0.087 (0.031)** 0.008 (0.008) -0.017 (0.018)
 Location: New York 0.036 (0.036) 0.014 (0.009) -0.032 (0.021)
 Venture age -0.023 (0.008)** -0.001 (0.002) -0.010 (0.005)*
 Industry dummies (46 cat.) Yes Yes Yes
 Funding year dummies (12 cat.) Yes Yes Yes
Observations 4,188 4,188 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.

Table 8.4 Random effects panel regression: interaction effects with Tier 1 investor (authenticity)This table 
shows the results of a random effects panel regression. The dependent variables are LIWC variables. The 
variable After_funding marks the occurrence of the funding event.
Model (1)
Dependent variable Authentic
Statistic Coeff. (SE)
Independent variable
 After_funding 3.242 (3.269)
 After_funding*Funding amount (log.) -0.526 (0.235)*
Control variables
 Word count (log.) -0.201 (0.177)
 Tier 1 investor 1.675 (1.016)†
 Funding amount (log.) -0.202 (0.240)
 Gender 2.267 (0.988)*
 Location: San Francisco 0.552 (0.812)
 Location: New York 0.237 (0.941)
 Venture age -0.408 (0.209)†
 Industry dummies (46 cat.) Yes
 Funding year dummies (12 cat.) Yes
Observations 4,188
Notes: p-values: *** < 0.1%, ** <1%, * <5%, † < 10%.
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ment may be a double-edged sword. Our findings suggest that the positive aspects 
of the investment outweigh the negative ones. The increase in risk-related language 
may be attributed to the growth of the startup that is induced by VC investment. Fast 
growth increases startups’ risks, which need to be managed by founders and the man-
agement team (e.g., inappropriate startup infrastructure or inexperienced employees) 
(Picken, 2017). Our findings suggest that founders are aware of increasing risks, 
which is reflected in their digital identities’ increase in risk-related language.

Finally, we show that VC funding can negatively affect founders’ authenticity. 
This finding could be directly related to investment and might be initiated by inves-
tors or by founders. Less authentic language could be imposed on the founder by the 
investor, for example. While the founder had previously communicated openly and 
thus may have also shared business-relevant knowledge with the public, acting as a 
member of the venture’s board, the investor could put a stop to this behaviour (Fried 
et al., 1998). Another reason could be related to agency theory. Although entrepre-
neurs do not need to justify their actions before investor entry, they are obliged to 
explain their actions to investors after investment and adopt an investor relations 
style of communication losing the typical entrepreneurial element. Such behaviour 
may be particularly likely when the ultimate goal of the VC is to exit the venture via 
an IPO. In such a case, the communication style is following the expectations and 
needs of financial analysts and stock market investors. This may come with the price 
of a loss in authenticity and a reduced use of a ‘typical’ entrepreneurial language.

5.2 Implications for practice

A loss in authenticity in an entrepreneur’s digital identity could make it more difficult 
for new ventures to communicate their uniqueness. Prior research about what makes 
new ventures attractive for potential employees shows that displayed entrepreneur-
ial leadership is an important factor influencing the employer attractiveness of new 
ventures (e.g., Hubner et al., 2021; Rudic et al., 2021). A loss in authenticity in an 
entrepreneur’s digital identity makes it more difficult to communicate entrepreneurial 
leadership to potential employees. Entrepreneurs and new ventures should be aware 
of this negative side effect of professionalization and a financial market oriented 
communication style.

Next to being less attractive for potential employees, a loss in authenticity may 
also make it more difficult for new ventures to find their ‘legitimate’ space or niche 
in the product market. The entrepreneur and his or her (digital) identity often shapes 
crucially the brand image of new ventures and their products (Gruber, 2004). Hence, 
a loss in authenticity in an entrepreneur’s digital identity can make it more difficult 
for new ventures to develop and implement a successful competition strategy.

5.3 Limitations and opportunities for further research

Our study is not without limitations. Using Twitter offers the opportunity to collect 
vast amounts of written text by individuals over a certain period. Because users on 
Twitter can delete messages, which cannot be recovered easily, our study is not able 
to guarantee that the text that was investigated per individual is complete or whether 

1 3



How venture capital funding changes an entrepreneur’s digital…

it has been edited afterward. Also, while Crunchbase typically lists the private Twitter 
accounts of entrepreneurs, we cannot exclude the possibility that some entrepreneurs’ 
Twitter accounts are run by a professional social media team to promote their com-
panies. This might potentially influence the way in which VC funding is reflected in 
the entrepreneur’s Tweets. Finally, we cannot rule out the possibility that external 
factors, such as current topics that shape the debate on Twitter, influence the language 
used by entrepreneurs. Future research should more carefully investigate whether 
and how the debate style on Twitter changes the language that entrepreneurs use.

By using only US-based founders and English LIWC dictionaries, our study is 
limited to founders located in the US that use the English language. Hence, a natural 
expansion of our study refers to extending our findings to entrepreneurs in other 
countries. Concepts such as professionalism or authenticity might be perceived dif-
ferently in other countries so that it is unclear whether our findings also apply in a 
European or Asian context. In general, using LIWC to analyze text limits the analyses 
to the dictionaries incorporated in the software. A more comprehensive way to ana-
lyze the data would be the use of open-vocabulary tools that use machine learning 
and can analyze text in a more nuanced way (Schwartz et al., 2013). Furthermore, 
while our study shows several changes in founders’ digital identities after a VC fund-
ing, we are not able to show why these changes occur. Future research should try to 
identify the causal mechanisms more carefully. This task is beyond the scope of our 
exploratory, correlational research.

Another methodological limitation refers to the fact that our setup requires entre-
preneurs’ Tweets before and after funding because we cannot compute our depen-
dent variables if this information is missing. A bias could occur if entrepreneurs start 
or stop tweeting when receiving funding. Exploring whether and how VC funding 
affects the decision to become active or inactive on Twitter is a promising research 
avenue that would further nuance our findings.

While our study was able to show that the digital identities of entrepreneurs 
change after VC funding, future research could go deeper into the data and investi-
gate whether the changes differ between different types of founders and VC inves-
tors. It is likely that the entrepreneur’s personality, power, and position in the venture 
determine the extent to which VCs as external investors can impact changes regard-
ing the entrepreneur’s digital self. Prior research suggests that entrepreneurs are a 
very heterogenous group with regard to personality traits such as locus of control, 
entrepreneurial self-efficacy, and risk aversion (Block et al., 2015; Obschonka et 
al., 2017; Salmony and Kanbach, 2022). We would expect such personality traits 
to play a role how an entrepreneur changes his or her identity after having received 
VC funding. Also, VC investors are not a homogenous group. We would expect, for 
example, that corporate venture capital (CVC) investors as a sub-group have less 
experience than purely financial VCs in commercializing and professionalizing the 
venture (Dushnitsky and Shapira, 2010) and therefore also differ in their impact on 
the venture and the entrepreneur. Moreover, they may, in fact, choose to keep the 
venture under the radar so that they can pursue their strategic objectives without cre-
ating too much attention. Prior research shows that heterogeneity exists even within 
the group of CVCs (Balz et al., 2023). While some CVCs pursue more strategic 
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objectives related to the corporate sponsor behind the CVC, others tend more towards 
financial objectives.

Regarding our main result about the loss in authenticity of the entrepreneur’s digi-
tal identity, several questions arise that our explorative approach is not able to answer. 
For example, it would be interesting to know more about why authenticity decreases. 
Next to the investor control and IPO explanation offered in our interpretation above, 
the loss in authenticity could also be because the push of VCs towards commercial-
ization makes entrepreneurs less authentic in the digital image that they portray. An 
increasing gap may arise between one’s own digital self, the (commercial) reality of 
the venture, and the associated expectations from investors. Another related explana-
tion could be that an increase in professionalism of digital communication and an 
entrepreneur’s digital identity is leading almost unavoidably towards a decrease in 
the authenticity of an entrepreneur’s digital self. More qualitative research investi-
gating in detail how VCs shape and influence entrepreneurs and their ventures could 
help to answer these questions and describe the mechanisms leading to the loss in 
authenticity loss that we observe in our data.

Another avenue of further research would be to go deeper into the so-what ques-
tion of our findings. While a loss in authenticity in the entrepreneur’s digital iden-
tity can certainly be problematic for new ventures trying to attract early employees 
and seeking legitimacy with their customers and their local communities, the loss in 
authenticity may be the price you have to pay to become professional and ultimately 
commercially successful. Further research is needed to disentangle these different 
effects of VCs on entrepreneurial digital identity and how they ultimately impact 
venture performance and survival. To what extent and under which conditions does 
one effect outweigh the other? Quantitative empirical research using longitudinal 
data and venture performance indicators as outcome variables could help to shed 
further light on this issue. The effect of a loss in authenticity may differ substantially 
by industrial and cultural context. Hence, studies comparing different industries and 
countries might also provide interesting and important insights. Also, (scenario or 
conjoint) experiments with different stakeholders (e.g., customers, employees, and 
investors) could help to measure to what extent and how a loss in authenticity impacts 
the legitimacy and attractiveness of a venture.

Finally, the question arises of whether a change in an entrepreneur’s digital iden-
tity is an early indicator or a sign of a VC-induced mission drift towards financial 
goals. Future research could pick up this question and analyze whether a change in an 
entrepreneur’s digital identity is accompanied by a change in the venture’s goals and 
operations – a question of particular interest for social ventures and impact investors 
(Cetindamar and Ozkazanc-Pan, 2017).
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