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Social Disconnection, Well-Being, and Surroundings

Sachio ISHIDA (Associate Professor, Faculty of Urban Innovation, Asia University)

Abstract

This short monograph presents a set of problem of social disconnection phenomenon and interre-
lated concepts that each of the individual has possibility to confront anytime in contemporary society.
Social disconnection and interrelated concepts are critical factors concerning the positional disparity in
terms of realizing social well-being. Circumstances surrounding individuals and methods of interac-
tions today are changing rapidly with development of new technology, social network device, and
other elements. Characteristics of social disconnection and related concepts will be confirmed. There
are basic points to ease social disconnections like face-to-face conversation and personal attention, but
it is getting harder to realize as online interaction increase. Four important points are emphasized to
deal with social disconnections. Such solution points are (1) improvement of quantity of contact fre-
quency with key members for each one of individuals, (2) maintenance of quality of relationship with
key members, (3) effective usage of multiple social spaces to promote and spread interactions, and
finally (4) struggle to realize multiple connections to depend on. Social disconnection may be reduced
and overcome by some sets of strategies. Given the limitation of visible monograph research, further

analysis and discussions through concrete examples based on detailed social contents are required.

keywords : social disconnection, individual, well-being, subjectivity, face-to-face conversation, robot,

social space, multiple dependency

1. Introduction

This paper identifies and examines the characteristics of phenomenon of social disconnection and its com-
mon solution points to consider in the future. Even before the recent global epidemic, social disconnection and
its interrelated concepts of phenomenon was concerned to be one of the most serious infectious diseases in the
future world (Holt-Lunstad 2017). It is a phenomenon that can happen to anyone. The issue of social disconnec-
tion is one of the serious problems we face in contemporary society and critical factor that has a great deal to
do with each individual and social well-being. In other words, by attempting to overcome this problem, it may
provide a clue of answer to the question of how to spend a healthy and good life in increasingly complex soci-
ety. Sure enough, living healthier, happier, or better than each of their past is measured by each people who
are living with different backgrounds. Therefore, the content of social well-being changes dramatically with
changing times and context.

Just as technology developed and progressed over the years to solve various social problems, the problem
of social disconnection may be solved through advancement of social research. Some kinds of innovative ideas
regarding personality and social network may ease the problem. Just as happiness elements can be brought to

anyone at any moment, so can the elements that hinders. And related studies that capture social disconnec-



HATREETE %87

tions among individuals in contemporary society have shown recognition that social disconnection can happen
to anyone. The phenomenon of social disconnection may be expressed as one of the cases of disparities on
social network and positional problem. It is a critical component of individual and social well-being, along with
disparities arising from differences in economic and medical health status.

We are now at a watershed moment in contemporary society, with various social condition changes taking
place that are creating social disparity of relationships. Those various social condition changes include trends
such as the extension of individual life expectancy, weakening of local communities and neighborhood associa-
tions, family discord, domestic violence, irregular employment, unstable work environments, unemployment,
unmarried people, and the shrinking population in rural areas. They are some of the social trends that indicate
foundation of human relationships and face-to-face conversations and interactions among individuals are becom-
ing fragile in nature. Human relationships designed to develop and grow by being members of organizations of
education, private and social sectors are no longer guaranteed in one place long term. These social phenomena
are a combination of multiple social factors rather than a single decisive social factor. They reduce the range of
choices that individuals have in terms of where to depend on. It creates a very large number of invisible social
disconnection such as living alone, youth who have never attended school or dropped out of school, withdrawn
youth and middle-aged people, single-parent families, and isolated elderly people, all of whom are cut off from
their families, communities, and workplaces. And with social disconnection comes further social disconnection.
For example, by losing touch with others, they will lose their opportunities to be invited to other important
gathering events. Extreme state of social disconnection in which a person ends his or her life alone without
anyone looking at him or her, is becoming increasingly serious problem. Death without recognition shall be

avoided. Next, similar concepts to social disconnection will be introduced and examined.

2. Interrelated concepts to social disconnection

Among interrelated and similar concepts, loneliness is felt even when one finds oneself in midst of vast
numbers of individuals around like urban crowds. On the contrary, even if one finds oneself in a remote village
where there are not too many individuals around, if one feels that connections and relationships are fulfilled
there, one may not exactly feel loneliness. In such way, the concept of loneliness expresses a subjective state of
well-being. It results not only from the quantity of actual relationships, but also from the quality and utility
derived from them. There are also various similar concepts even though it may be difficult to clearly distin-
guish between them because similar concepts can be interrelated.

The concept of isolation is not expressed by subjectivity on how the individual feels or thinks, but rather
expressed by objectivity in which actual lack of human relationships. However, it is extremely difficult to mea-
sure on an objective scale as well because even if there are others around them at home, school, and work, if an
individual is far from one another in their involvement and collective decision making, it is likely be described
as isolated.

Another term that may be related is the concept of solitude. Solitude is a state of condition in which one
actively chooses to be alone, and in this case, the utility gained from being alone is often high and satisfying
enough for oneself. For example, in the field of arts and sports, when an individual of outstanding talent, ability,
and performance is incompatible with others, one may actively keep things on their own and at the same time

others may be hesitant to be close to this outstanding individual. In other case, it may not require a high
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degree of talent, ability, and performance in their field, but the character may require oneself be alone. For
example, one important type of individual who often exhibit introvert personality, approximately one out of
every two or three individuals, prefers to stay quiet on their own (Cain 2012). Being alone in a quiet environ-
ment and maintain oneself is a good thing in that case, and it is certainly not a problem to be solved. There are
cases where individual's own request for connection to others are limited, connections may be sought by oth-
ers. Religious activists or social media influencers, for example, may be characterized as such individuals. In
such case, a significant imbalance between the number of their followers and number they follow, is an indica-
tion of their popular value and not an indication of problem in any kind. Concept of alienation, which express
the subjective state of feelings excluded from certain groups or relationships may also be described as interre-
lated concept to social disconnection.

Thus, such interrelated concepts to social disconnection cover a wide variety of subjective and objective
state of individuals. It is difficult to describe each with a single definition. It is less visible than other health
problems such as drinking, smoking, gambling, and obesity, which can be viewed in relation to preferences and
consumption. Therefore, identifying problem of social disconnection, potential social disconnection, nor related
concepts are extremely difficult.

In the social implementation field, phenomena of social disconnection are problems to be solved and con-
cepts such as social withdrawal is used. Social withdrawal is a phenomenological concept that refers to a state
in which an individual avoids social participation even such as compulsory education, part-time work, and broad
types of activities outside their home. It is a result of various factors and defined mainly staying at their home
for six months or longer. It includes state of going outside without socializing with other social members. It
should be noted that in principle, social withdrawal is a non-psychotic phenomenon distinct from the withdrawn
state based on positive or negative symptoms of schizophrenia (Cabinet Office 2019). Based on this definition, it
is estimated that there are approximately more than one million applicable individuals aged fifteen to sixty-four
nationwide and the potential numbers after the impact of the global epidemic of infectious diseases are not
included (Cabinet Office 2019).

3. Social issues among developed countries

Social disconnection resulted by a lack of personal connections and interactions are deeply concerned in
developed countries such as the United States, the United Kingdom and Japan. The UCLA Loneliness Scale is a
representative attempt to capture loneliness in the United States from a quantitative survey and indicators and
outcomes have been frequently mentioned (Russell et al. 1978: Russell et al. 1980: Russell 1996). In addition to
its own problems, social disconnection has secondary effects, such as being heavily linked to the victimization
or perpetration of crimes. For example, in some cases of indiscriminate killings, the perpetrators have been
described as lonely, impoverished individuals who are disconnected from society. There are also effects show-
ing that social disconnection causes severe health problems. Chronic social disconnection not only makes indi-
viduals mentally unstable, but also has negative health effects similar with those of obesity, smoking, and high
blood pressure. It increases the possibilities of respiratory and gastrointestinal diseases, cardiovascular disease,
cancer, and cerebrovascular according to the research results (Cacioppo & Hawkley 2003). Some believe that
social disconnection to others is a pathology common to various individuals suffering from various diseases and

is at the root of many social problems (Murthy 2017). In the United Kingdom, the world’s first Minister for
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Loneliness was appointed by the Westminster Government to address one of the most serious realities of mod-
ern life. Important study suggests that myriad of causes exists in loneliness, including macro level structural
and institutional discriminations (Hertz 2021).

Both international and domestic research suggests that Japan has a particularly serious problem with social
disconnection and related issues. The country has the lowest rate of interaction with people outside of the fam-
ily, namely “friends, work colleagues, and other social groups” among the countries surveyed (OECD 2005). It
had the lowest value numbers among the world countries surveyed for helping a stranger who needed help in
the last month (OECD 2014). In terms of the strength of individual ties, as measured by the affluence and help-
ing others index, Japan scored among the lowest values (CAF 2021). Social disconnection can be contagious
within the close group of human relationship like families. If one family member is socially disconnected, other
members will have heavy effect and such family will be socially disconnected. For example, as in the social
problem of 8050 problem, the relevant individuals of middle age and older and their parents may fall into social
disconnection within the family unit. Research results suggest nearly half of the corresponding individuals have
been lonely for more than seven years, suggesting prolonged social disconnection (Cabinet Office 2019). Over-
coming the problem by affirming one’s condition and being proactive becomes more difficult with prolonged

social problems.

4. Characteristics of social disconnection and its subjectivity

Social disconnection is in a way a subjective state, and its issue related to subjectivity and utility makes the
matter complicated, in terms of personal adjustment to hardships and difficulties of interpersonal comparisons.
As described below, essence of social disconnection can be complicated to observe and measure from the out-
side surface. If social disconnection is a normal state for the individual concerned, that individual may be so
accustomed to the situation that it may not be seen as something to be improved upon through various chal-
lenges and hardships to overcome it. Such individual may just quietly accept the state of being socially discon-
nected. Each of the individuals own internal adaptive preferences, that is, they change or adapt their own
preferences depending on the situation so that they themselves are in a way satisfied to a certain degree with
that situation. Preferences, the preliminary choices of individuals, are shaped in part by their internal ways and
are not necessarily determined solely by external norms and expectations. The ability to adjust one’s prefer-
ences, which one uses to become accustomed to a particular environment or condition, may be necessary for
human survival when facing difficulties. However, if the individual has no strong belief to see the condition as a
problem, it may lead to maintaining their status quo of social disconnection. In such cases, measuring the prob-
lem solely on a subjective standard or scale may be detrimental to the individual in a severely difficult situation
(Ishida 2019).

Subjective benefits derived from social disconnection may as well be identified. Being placed in a state of
social disconnection may benefit the individual related to newly attempt self-discovery and introspection. Not
comparing oneself to others may lead to positive perspective of self-discovery, reflection, growth, and forma-
tion. There are also indications that knowing oneself can foster and enhance the ability to empathize with other
individuals, which is the basis for building relationships (Turkle 2015). The empathy that is at the root of con-
nection may develop emotionally from a situation of social disconnection.

Therefore, there is an aspect of ambivalence and complexity regarding the concept of social disconnection.
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After reviewing the above characteristics of social disconnection, next we observe the new problems that have

emerged, which differ from traditional issues surrounding social disconnection.

5. New connections, disconnections, and progressive technology

Some of the issues surrounding social disconnection were examined above in relation with difficult problems
of contagiousness, subjectivity, and utility. Another issue to be examined is the relationship between the char-
acteristics of human connections, interactions and the rapid development of technology, social network device
and other elements. In the past, means of information communications began in ways such as face-to-face con-
versations and gestures. And characters were being created and letters were used to send messages. Since the
20th century, technology of communication has advanced dramatically with the emergence and improvement of
communication devices such as loudspeaker, radio, television, telegram, telephone, and computer. Today, it has
extended to virtual reality and communication with and via robot.

Development and expanding use of information technology and devices has both positive and negative
effects on the attempts of individual interactions and connections in every corner of daily life. Many of our daily
social interactions and interchanges are carried out through use of information technology and devices. Tech-
nology made possible various means of interactions. This has provided a wide range of interactive options and
opportunities for individuals. While these wide range of opportunities have expanded dramatically, opportuni-
ties for face-to-face communication and basic contact have reduced. Even during the face-to-face conversations,
the scenery has changed. In public spaces, it is a typical scene that individuals are indulging in their smart-
phones while interacting and sharing a physical space with one another. There are numerous scenes in daily
life that during a typical lunch at a restaurant or cafe, in which individuals operate their smartphones even
when the other individual is right in front of them.

Although being always electronically connected and interested in their own electronically connected social
world, they are simply becoming indifferent to the individual right in front of them. If one looks at the others,
one often sees them indulging in their smartphones. Each of the individuals are confined to his or her own
selective informational universe, or a “filter bubble” (Pariser 2011). Thus, the problem of social disconnection
has taken on a new dimension as the number of situations in which people are physically alone despite their
various electronic connections. There have been concerns in the past about the opportunities for face-to-face
contact might be greatly reduced with the development and widespread use of telephone. In fact, it did not
turn to be that way and the role of face-to-face conversations and contacts remained.

And based on this, we cannot predict the impact of the diffusion of information technology today on human
interaction. What will the new phase look like? It is a plain fact that although the diffusion of technology and
devices has made individuals constantly connected, at the same time the phenomenon of social disconnection, a
lack of human connection, has become more serious in daily life nowadays.

Every individual has the desire for some kind of connection with others. However, as Turkle points out,
there are significant differences in characteristics between face-to-face conversation and non-face-to-face con-
versation (Turkle 2015). First, in face-to-face conversations, we can generally perceive and draw information
about the other individual details. Such details include their tone of voice, facial expression, the way and inten-
sity of eye contact, atmosphere, norm and expectation felt from the specific circumstance. There, we may gain

some kind of signal by a chance and from such signal, the situation is judged in a total way. Things may be
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unpredictable and uncertain in such face-to-face interaction. There is a stimulation of the brain there and it is
something that cannot be controlled by oneself alone. The essential character of an individual and the authentic
nature of relationship may be that an individual is not always capable to communicate with the others per-
fectly, due to nervousness or other unique factors. When an individual tries to share their sincere emotions like
apology, the way emotion is conveyed to the other individual may differ depending on whether the apology is
conveyed face-to-face conversations or only by indirect way like e-mail messages. If such emotion is conveyed
only in indirect way, the individual who received the one-sided apology may not be convinced by the sincerity
and may not grasp enough information regarding the background of the apology. On the other hand, if
received by face-to-face conversations, it may be easier to convey and grasp the sincere intention of such apol-
ogy (Turkle 2015). During non-face-to-face interactions, even from a far physical distance, situations can be
roughly assessed immediately through devices. In many cases of the non-face-to-face conversation environment
in contemporary society, it is possible to communicate with individuals in a variety of ages, genders, religions,
social stratifications, and other attributes. However, when we are immersed only in impersonal situations, it is
easy to lose the moment to pause for mutual full attention and self-reflection. When we tell our stories and are
immersed only in impersonal situations, we can easily modify, edit, delete information, and be anonymous at
times. It means that in such situation, unlike face-to-face conversations and interactions, that individual can
very much control their situation in various ways at one’s convenience (Turkle 2011). When interacting online,
that individual can wear “face masks” such as avatars or icons in their own favor. Through these avatars or
icons, it may be expressed or posted to an excessive degree to be seen good by others. In that situation where
there are not much of common ground, that individual is less likely to expose their true feelings and emotions
toward them. Although there is much to be gained from face-to-face conversations and interactions, we are
increasingly inclined to interact online. In a situation where true feelings and emotions are easily hidden, deep-
seated social disconnection may exist in seemingly fulfilling non-face-to-face convenient situations. Thus, as indi-
viduals become increasingly absorbed in electronic space, face-to-face conversations and contacts may not be
one’s priority, and a new social disconnection will be created. This is a problem that arises from the fact that
even though there are a lot of online interaction and social media interactions, direct and intimate relationships
are limited in contemporary society.

The desire to reduce social disconnection is not merely realized just by human interactions. It is also
attempted by utilizing social robots for interactions. Emotional attachments to their robots by being together,
taking care, and consuming a wide array of services. Nowadays, some of the interactive roles of pets for human
are taken on by social robots. There have been many types of social robots. Chatbot of artificial intelligence
programs are one of the examples that can converse with human. It is an application designed to have conver-
sation with human and provide the kind of satisfaction that human obtain by text or voice interaction. ZhuZhu
Pets is an American robotic artificial toy pet, which is named after Mandarin zhuzhu, which is a meaning for
little pigs. It started as a hamster toy and spin-offs such as puppy toy and other types were later created. It
can respond charmingly and does not have a lifespan like human and pets. In other words, it does not have to
shock human with the problem of pet loss grief. Paro is a Japanese therapeutic artificial pet robot that brings
healing mainly to the mentally disabled individuals and elderly citizens. It is an interactive robot that makes
eye contact with human, responds to contact, perceives human voice and understand their language. It has
shown to have a relaxation effect on patients. My Real Baby is an interactive baby doll robot moved by batter-

les. It is designed to change the way it grows, including its voice and the way it speaks, depending on how it is



ISHIDA : Social Disconnection, Well-Being, and Surroundings

interacted with over the course of its life from infant to two years old. Companion Robot is a robot to bring
companionship for human like become a good listener. It depends on how it is being set as Turkle points out
(Turkle 2011). There are other notable robots such as expressive companion robot EmotiRob, avatar-like
friendly faced robot CompanionAble, and other projects. Since these artificial pets and robots are so dependable
for human these days, it is easy to rely heavily on them to solve social disconnection. Its impact to human is
not yet certain. Robots are often controllable, and although there are problems to be monitored, they may be

efficient and moderate use to ease social disconnection.

6. Easing Strategies

Proposing solutions to deal with and ease negative side of social disconnection includes, (1) improvement
of quantity of contact frequency with key members for each one of individuals, (2) maintenance of the quality
of relationship with key members, (3) effective usage of multiple social spaces to promote and spread interac-
tions, and (4) struggle to realize multiple connections to depend on. Each of such key points may be briefly
expressed as below.

For the first solution point, we confirm the importance of improving the quantity of contact frequency with
key relationship for each one of individuals. The understanding and empathy with others that one gains
through contact frequency for each one of individuals is an important factor in the gradual dissolution of social
disconnection. This is possible by not avoiding information technology and devices altogether, but by confront-
ing oneself and its social network and connection methods like face-to-face communications with key relation-
ships. Social disconnection must be reduced by not relying solely on online or submissive robots for all
satisfactions, but by gaining empathy with other humans through imperfect interactions. This means accepting
a variety type of imperfect human relationships, even including those natural interactions that are at times
inconvenient and hard to take in for oneself. Another key is the type of connection one has with those consid-
ered to be important for oneself. It is more important to establish a relationship than to seek the perfect rela-
tionship and not make contact.

Second solution point to confirm is the perspective of maintaining the quality of connections with key mem-
bership, generally close human relationship including face-to-face conversations. The problem of social discon-
nection is not only about how many people you are connected to, or whether the connection is online based or
not, but also about the nature of the connection. Social disconnection is heavily related to essentially a subjec-
tive matter that is captured deep inside of an individual's complex emotions, and it is not a phenomenon that
can be viewed simply in terms of whether one is superficially connected or not. Some of the qualities that can
be described for the relationship with the intimate partner are important elements structuring the individual
social connection world. The way in which the individual is connected to others also makes a difference in the
degree of social disconnection. Studies have shown that even with the dramatic increase in online connections,
the number of intimate partners for an individual is quite limited. Thus, personal connections are quite limited
even with advancement in science and development of technology. Social disconnection is not simply measured
by the number of superficial connections. For every individual, the state of well-being is being intrinsically con-
nected and when that connection is lost loneliness and other related emotions exist side by side. Will one feel
disconnected or lonely if one were to be alone but at the same time heavily immersed in one’s smartphone or

electronic device all day? To prevent such kinds of social disconnection, which can lead to smartphone or online
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addiction, we need to be creative in how we interact online. It has been shown that online social media use for
extended periods of time increases the tendency toward mental ill-health (Kelly 2018). On the other hand,
results show that social media use for as little as thirty minutes per day can effectively lead to reduce of loneli-
ness and depression (Hunt et al. 2018).

The third solution point is the effective usage of multiple social spaces to promote and spread individual
interactions. To ease negative impact of social disconnection, roles of social sector are important, and by facili-
tating creation of social spaces where one belongs for various individuals, promoting interaction in local com-
munities, and support to connect individuals through collaboration with private sector, non-profit-organizations,
governmental organizations and social policies. An increasing number of non-profit-organizations are discussing
and creating various initiatives and mechanisms aimed to ease negative impact of social disconnection and
reducing numbers of disconnected. Some of them are using applications or chatrooms that anyone can use any-
time as a consultation service spot. They also listen to the voices of young people suffering from difficulties in
life and try to overcome the social disconnection caused mainly by non-attendance, dropping out of school,
undecided career paths, and unemployment. Depending on the content of the consultation and the urgency of
the situation, the counseling and supporting system adopts in a flexible manner. Thus, the social spaces to
depend on, to seek counseling and to speak of their own issues are increasing to be online. Some of the online
consultation projects are not only online, but also considering ways to shift from online consultation to face-to-
face conversation support through each of their local communities. Some of the leading players in the social
sector who create places to depend on are those who have intrinsic motivation as people who have experi-
enced and struggled through difficulties of social disconnection issues themselves in the past.

Finally for the fourth key solution point, the struggle to realize multiple connections to depend on is vital.
It is important for the sake of individual to have multiple options to rely on and not just one option. Multiple
options will most likely spontaneously lead individual to possess a fair amount of freedom for self-determina-
tion. Even if an individual is intimately connected to someone, being at his or her beck and call does not neces-
sarily bring freedom for happiness. There are very important findings by Japanese researchers Kumagaya,
Kita, and Ayaya through extensive human research related to those with disabilities (Kumagaya et al. 2021).
Findings include that human independence is not likely possible just by being dependent to someone. Indepen-
dence is likely obtained by having multiple options to depend on without being monopolized to limited number
of members or a single individual. The degree of social disconnection varies greatly upon the number of
choices. If there are no options at all, it is better to have one option when in need. However, if there is one
option to depend on, it is likely better to have multiple options to depend on. As new forms of social disconnec-
tion emerge with the development of technology, social network device, and other social elements, it can be
said that the state of social well-being will be greatly improved if one is to have multiple options to choose

from.

7. Conclusion

The problem of social disconnection is a subjective and contagious phenomenon that every individual has
the possibility to face living contemporary society. It can be regarded as one of the most important social
issues regarding positional disparity in terms of social well-being. With the development of technology, social

network device, and other social elements, the circumstances surrounding individuals are vastly changing, and
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new social disconnection problems are quietly emerging to each of the individuals. Four important points such
as (1) improvement of quantity of contact frequency with key members for each one of individuals, (2) main-
tenance of the quality of relationship with key members, (3) effective usage of multiple social spaces to pro-
mote and spread interactions, and (4) struggle to realize multiple connections to depend on, were confirmed
and emphasized to deal with social disconnections. Embracing social connections with key and intimate mem-
bers are quite vital. Social disconnection is a phenomenon that can happen anytime to anyone, but it is also a
problem that can be overcome by individual and social strategies. It is possible to deal with social disconnec-
tion. Given the limitation of visible monograph research, it is not easy to make extensive mark. In future
research on social disconnection, analysis and discussion through concrete examples based on the above con-

tent is required.
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Contemporary Literature Review on Venture Capital (VC)
and Corporate Venture Capital (CVC) Studies: Current Position
and Future Direction

Byeon g31k KIM (Assistant Professor of Urban Innovation, Asia University)

Abstract
Previous academic investigations in management and finance have increasingly focused on the role of
venture capital (VC) and corporate venture capital (CVC) due to their pivotal roles in enhancing busi-
ness and innovation within start-ups. Concurrently, the burgeoning interest in VC and CVC has led to
the swift accumulation of empirical studies and literature reviews on their roles. However, owing to this
rapid expansion, the recent studies (especially from 2016) have not been comprehensively incorporated
into prior literature reviews on VC and CVC. Hence, my objective was to concisely review pertinent
literature, with a specific focus on the studies conducted in the most recent eight years (2016~2023).
In the review, I systematically categorized prior VC and CVC research based on their characteristics
or aspects - financial, innovative, and social. In doing so, I elucidate the current positions and research

themes of VC and CVC studies and outline the future directions for additional research.

keywords : VC, CVC, financial, innovative, social, literature review

1. Introduction

Start-ups exert a profound influence on contemporary society and the economy through the creation of new
businesses and technological innovations. Nevertheless, it has been argued that start-ups are inherently sur-
rounded by environmental uncertainty because of a lack of tangible resources and social cognition (Stinch-
combe, 1965).

To address this issue, startups frequently seek financial support from external institutions. Venture capital
(hereafter VC), which is a prevalent financial institution for start-ups, furnishes the necessary financial
resources. Its primary goal is to enhance the activities of startups by providing financial backing. Besides VC,
the recent activities of corporate venture capital (hereafter CVC) have garnered attention as an institution for-
tifying the innovative capabilities of startups. In contrast to VCs, the primary objective of CVCs is to enhance
the innovative capability of startups by leveraging the parent corporation's technologies and assimilating the
new business creation abilities that startups possess.

With the evolving functions of VCs and CVCs, the empirical studies on VC and CVC by management and
financial scholars have grown, offering profound insights into their roles. In addition to empirical studies, schol-
arly literature reviews on VC and CVC have been undertaken (e.g, Colombo, 2021; Bafera et al, 2023;
Haslanger et al, 2023). Nevertheless, a thorough examination of the most recent literature (especially pub-
lished in the year of 2016~2023) seems warranted to discern and address research gaps.

Therefore, this paper reviews the most recent literature (more precisely, literatures that are published in
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the year of 2016~2023) and classifies it by its roles and functions (financial, innovative, and social). In doing so,
the paper aims to present the current position of studies on VC and CVC, proposing new directions for further

research topics.

2. Methodology and Scope of the Review

For the review, I systematically collected articles on VC and CVC studies published from 2016 to late 2023
through the search engines, primarily Google Scholar. Employing defined keywords (e.g., “venture capital,” “cor-
porate venture capital,” “financial,” “innovation,” “signals”), I conducted searches to identify articles pertinent
to these terms. Subsequently, I categorized the articles based on their characteristics (VC or CVC) and func-
tions (financial, innovative, and social). In total, 31 articles constitute for this review. Specifically, this review
included literatures from the leading journals in term of entrepreneurship and ventures financing (especially
forced on VC and CVC), and innovation studies, such as; Academy of Management Journal, Entreprencurship
Theory and Practice, Journal of Business Research, Journal of Business Venturing, Journal of Corporate
Finance, Journal of Financial Economics, Journal of Management, Management Science, Organization Science,
Research Policy, and Strategic Management Journal. Other than theses journal, some of journals that specified
on certain discipline or themes (e.g, Social Networks and Venture Capital) are included.

The majority of these literatures employ empirical methodologies, scrutinizing hypotheses through quantita-
tive analyses. Additionally, some articles take the form of comprehensive reviews, systematically or bibliograph-
ically examining previous literature on specific topics (e.g,, Colombo, 2021; Bafera et al; Haslanger et al, 2023).

Figures 1 illustrate the numbers of articles categorized by each characteristic and function: the highest
number of articles is VC — social (13 out of 31). This finding suggests an increasing focus in recent literature
on the social aspect inherent in VC. Conversely, the smallest number of articles pertains to CVC-social (1 out
of 31). In contrast to the previous literature concerning VC — social, there is a paucity of articles examining the

social aspect of CVC activity. This may highlight a research gap, particularly in investigating how the social
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(Source: by the author)
Figure 1: Numbers of Articles Published by Each Characteristics/Aspects
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dimension of CVC (e.g, signaling or endorsement effect) influences the financial and innovative performance of
start-ups, or elucidating the distinctions in signaling and endorsement effects between CVCs and VCs.

Figure 2 provides an overview of the numbers of articles by each year (2016~2023); the year with the
largest publication is the year of 2017 and 2019 (6 out of 31), and the second is the year of 2021 (5 out of 31).
This suggests that, despite the existence of the effects of the COVID-19 pandemic, research and publications on

VC and CVC have been as active as in previous years, in case of 2021.

3. Classifying the Previous Literatures by Their Themes and Characteristics

3.1. Studies on VC

Financial

The central theme of VC studies is regarded as its financial function, encompassing the provision of finan-
cial resources and the enhancement of start-up performance (Megginson & Weiss, 1991). Previous studies
have shown that investment from VC is positively related to the initial price at IPO (Daily et al, 2003). In this
context, financing from VC primarily influences two elements:; IPO performance (e.g. initial price) and financial
performance after IPO (e.g. stock price).

Recent research on the financial function of VC is characterized by studies on IPO (Nanda et al, 2020), VC
investments during the financial crisis (Conti et al, 2019), diversification risk (Buchner et al, 2017), and ven-
ture capital contracts (Ewens et al, 2022). These literatures represent the recent trend of studies on VC. More
precisely, for instance, Nanda et al. (2020) revealed that the effect of the investment on a start-up’s IPO erodes
with time, indicating that VC's investment does not persist in their ability in terms of choosing and timing of
the investment. This result underscores that VC's investment in a start-up does not simply enhance the perfor-
mance, whether financial or TPO.

Generally speaking, characteristics of VCs are classified into independent VCs, financial institutions’ VCs,
and corporate VCs. More precisely, these are the so-called private VCs established by private entities; on the
other hand, some VCs are established by public institutions, such as the government. Cummings et al. (2017)"s

study investigated how exit performance of start-up firms, which is generally considered as IPO or M&A, dif-
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fers between private VCs (independent) and public VCs (governmental). As a result, private VCs show supe-
rior performance in exit outcomes compared to public VCs. Additionally, mixed syndication (private VCs and
public VCs) exhibits a higher probability of exit rates than private VC-backed start-ups.

As mentioned earlier, recent literature on the financial aspect of VCs has diversified, ranging from studies
on the effect of environmental uncertainty (e.g, financial crisis, examined in Conti et al, (2019)) to the effect of
the characteristics of VCs on the performance of start-ups (e.g, Cummings et al, 2017). These literatures
imply the future direction of VCs in terms of financial function; the backing effect of VCs may be more com-

plex than the results proposed by previous literature.

Table 1 : Summary of Literatures on Financial Aspect of VCs

Authors Title Year Journal Keywords

Ramana Nanda, The Persistent Effect of Initial 2020 | Journal of venture capital

Sampsa Samila, Success: Evidence from Venture Financial Economics | performance, monitoring

Olav Sorenson, Capital selection, status

Annamaria Conti, Venture Capital Investment 2019 | Research Policy financial crises,

Nishant Dass, Strategies under Financing entrepreneurial finance,

Francesco Di Lorenzo, | Constraints: Evidence from the venture capital, portfolio

Stuart J.H. Graham 2008 Financial Crisis choice, startup
performance, innovation

Axel Buchner, Diversification, Risk, and Returns | 2017 |Journal of venture capital,

Abdulkadir Mohamed, |in Venture Capital Business Venturing diversification, risk,

Armin Schwienbacher entrepreneurial finance,
venture finance

Michael Ewens, Venture Capital Contracts 2022 | Journal of -

Alexander Gorbenko, Financial Economics

Arthur Korteweg

Douglas J. Cumming, | Governmental and Independent 2017 | Journal of independent venture

Luca Grilli, Venture Capital Investments in Corporate Finance capital, governmental

Samuele Murtinu Europe: A Firm-Level venture capital, syndication,

Performance Analysis exit performance, public-

private partnership

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))

Innovative

There are few studies that have examined how start-ups’ innovative capabilities are influenced by VC back-
ing, since such capability is generally fostered by CVCs. Although such studies are covered by CVC studies,
some works have examined how the investment by venture capitalists improves innovative activities (Barrot,
2016; Wu et al, 2019; Guo et al, 2021). For instance, Wu et al. (2019) shed light on the influence of customer
demands and user preferences on new product innovation in the era of big data, which has not been fully
investigated by previous literature. According to the literature, knowledge transfer from venture capitalists
enhances the innovation capability of start-ups that are backed by VCs. The result indicates that VCs' invest-
ment provides not only financial resources but also technological knowledge that is critical for start-ups’ inno-
vative activity.

Although a few studies have shed light on the innovative aspect of VCs, there could be further research
topics in the field. In addition to the typical topic of how VC affiliation affects the innovative activity of start-
ups, examining VC affiliation as a moderator is meaningful for innovative activity, as VC affiliation is mainly

treated as the main dependent variable in previous literature.
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Table 2 : Summary of Literatures on Innovative Aspect of VCs

Authors Title Year Journal Keywords

Jean-Noél Barrot Investor Horizon and the Life 2016 | Management Scinece

Cycle of Innovative Firms:

Evidence from Venture Capital
Chuanrong Wu, Influence of Venture Capital and | 2019 |Journal of venture capital, big data,
Xiaoming Yang, Knowledge Transfer on Risk and Financial knowledge transfer,
Veronika Lee, Mark E. | Innovation Performance in the Managemnet venture capitalist,
McMurtrey Big Data Environment innovation performance
Xuemeng Guo, Enterprises’ R&D Investment, 2021 | Sustainability R&D investment, IPO
Kai Li, Venture Capital Syndication and underpricing, venture
Siyi Yu, IPO Underpricing capital, syndication
Bolu Wei

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))

Social

There is a rich stream of studies that has focused on the social aspect of VC investment. Previous studies
have argued that investment from VCs works as a signal of quality (Stuart et al, 1999), and higher VC reputa-
tion provides better performance (Jeong et al, 2020), given the information asymmetry between investors and
start-ups. Since the quality of start-ups is uncertain for investors, the reputation or status of VC is an important
signal to reflect the quality of start-ups by its endorsements (Stuart et al, 1999).

These lines of research indicate that investment by VCs has not only financial aspects but also social
aspects, including signaling and endorsement effects. Recent literature that sheds light on the social aspects of
VC investment is represented by the combined effect of affiliations (Colombo et al, 2019), and investment at
the early stage of start-ups (Islam et al, 2020).

In addition to such empirical research, for instance, Bafera & Kleinert (2023) and Colombo (2021)
reviewed previous literature that sheds light on the signaling effect of VCs' investment or affiliation. Such
reviews are also valuable to understand how previous literature that focused on signaling effect has examined

each specific topic (e.g, signaling strength, signaling cost, receiver ability, etc.).

Table 3 : Summary of Literatures on Social Aspect of VCs

Authors Title Year Journal Keywords
Songcui Hu, Problemistic Search of the 2021 | Organization Science | problemistic search,
Qian (Cecilia) Gu, Embedded Firm: The Joint brokerage, centrality,
Jun Xia Effects of Performance risk taking,

Feedback and Network search direction,
Positions on Venture Capital stage choice,
Firms' Risk Taking venture capital firms,
China
Greg Fisher, Legitimate to Whom? 2016 | Journal of entrepreneurship,
Donald F. Kuratkoa, The Challenge of Audience Business Venturing new ventures,
James M. Bloodgood, | Diversity and New Venture legitimacy,
Jeffrey S. Hornsby Legitimacy resource acquisition,
institutional logics
Weiwei Gu, Exploring Small-World Network | 2019 | Social Networks venture capital industry,
Jar-der Luo, with an Elite-Clique: Bringing Network dynamics,
Jifan Liu Embeddedness Theory into the Embeddedness,
Dynamic Evolution of a Venture Syndication network
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Julian Bafera, Signaling Theory in 2023 | Entrepreneurship entrepreneurship,
Simon Kleinert Entrepreneurship Research: A Theory and literature review,
Systematic Review and Practice new ventures,
Research Agenda signaling theory,
construct clarity
Indraneel Managing Performance Signals 2016 | Management Scinece | venture capital, reputation,
Chakraborty, Through Delay: financial intermediation,
Michael Ewens Evidence from Venture Capital entrepreneurship.
Oskar Colombo The Use of Signals 2021 | Journal of new-venture finance,
in New-Venture Financing: Management entrepreneurship, signals,
A Review and Research Agenda signaling theory
Massimo G. Colombo, | Signaling in Science-Based IPOs: | 2019 | Journal of IPO, signaling, valuation,
Michele Meoli, The Combined Effect of Business Venturing underwriter,
Silvio Vismara Affiliation with Prestigious venture capitalist,
Universities, Underwriters, and academic
Venture Capitalists entrepreneurship, spinoff
Mazhar Islama, Signaling by Early Stage 2018 | Journal of -
Adam Fremeth, Startups: US Government Business Venturing
Alfred Marcus Research Grants
and Venture Capital Funding
Miguel Meuleman, Venturing into the Unknown 2017 | Journal of -
Mikko Jaaskeldinen, with Strangers: Substitutes of Business Venturing
Markku V.J. Maula, Relational Embeddedness in
Mike Wright Cross-Border Partner Selection
in Venture Capital Syndicates
Jihye Jeong, The Role of Venture Capital 2020 | Sustainability venture capital investment,
Juhee Kim, Hanei Son, | Investment in Startups’ startup’s sustainability,
Dae-il Nam Sustainable Growth and investment round,
Performance: Focusing on absorptive
Absorptive Capacity and capacity,
Venture Capitalists’ Reputation reputation
Sarah Park, Joseph A. | New Venture 2020 | Journal of internationalization,
LiPuma Internationalization: The Role of World Business venture capital,
Venture Capital Types and corporate venture capital.
Reputation
Lei Zhang, The Conditional Importance of 2017 | Academy of -
Anil K. Gupta, Prior Ties: Management Journal
Benjamin L. Hallen A Group-Level Analysis of
Venture Capital Syndication
Tom Vanacker, Signal Strength, Media 2018 | Academy of -
Daniel P. Forbes, Attention, and Resource Management Journal
Mirjam Knockaert, Mobilization:
Sophie Manigart Evidence from New Private
Equity Firms

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))

3.2. Studies on CVC

Financial
As opposed to the primary purpose of VCs, which is to provide financial resources to start-ups, the primary
purpose of CVC is to enhance the innovation and business capability of start-ups through the capabilities of par-

ent companies (Dushnitsky & Lenox, 2005). Therefore, there are few literatures that focus on the financial
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aspect that CVC has; it may be because financial resources are more abundant for VCs than for CVCs.

On the other hand, some literature explores the effect of CVC investment on start-up’s financial perfor-
mance (e.g, IPO). For instance, Kim & Park (2017) investigated the effect of CVC's investment on financial
and innovation (e.g., patent) performance of start-ups. According to the article, funding at the early stage of a
start-up is likely to improve its innovative ability but less likely to lead them to the IPO. This result indicates
that the investment of CVC does not guarantee to enhance the financial performance as VC does.

Since the previous literature on the financial aspect of CVC is limited in recent years, besides some litera-

tures (e.g, Shuwaikhl et al, 2021; Haslanger et al, 2023), such studies are important to recognize how CVC

enforces.
Table 4 : Summary of Literatures on Financial Aspect of CVCs
Authors Title Year Journal Keywords

Fatima Shuwaik, Investment Decisions Under 2021 | International Journal | corporate venture capital,

Mathew Hughes, Uncertainty: Corporate Venture of Finance & funds, geographic fit,

Souad Brinette, Capital as a Real Option Economics investment decisions,

Sabrina Khemiri real options, sector fit,
uncertainty

Ji Youn (Rose) Kim, | Two Faces of Early Corporate 2017 | Strategy Science corporate venture capital,

Haemin Dennis Park | Venture Capital Funding: innovation, IPO,

Promoting Innovation and imprinting effect
Inhibiting IPOs

Patrick Haslanger, The Performance Effects of 2023 | The Journal of corporate venturing,

Erik E. Lehmann, Corporate Venture Capital: Technology Transfer | innovation,

Nikolaus Seitz a Meta-Analysis entrepreneurship,
performance,
corporate
venture capital (CVC),
meta-analysis

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))
Innovative

Generally, the main function of investment by CVC is considered as driving start-ups innovative activities
through parents’ technological business capability. Therefore, CVC is mostly operated by firms that operate
manufacturing businesses, rather than independent or financial VCs. Previous literature on CVCs' effect by
their investment is classified into two directions: the effect on start-ups’ innovative activity (e.g, Kim & Park,
2017), and the effect on the parent firm's innovative activity or firm value (e.g., Dushnitsky & Lenox, 2005;
Dushnitsky & Lenox, 2006).

Some of most recent literatures on CVCs follows this stream (e.g, Paik & Woo, 2017). On the other hands,
some studies focused on how start-ups internal characteristics affects CVCs' investment (e.g., Galloway et al.,
2016). In addition, some literatures seeks start-ups’ innovation strategies to relationship between CVC investor
and founding manager, argued that it is effective when the founder is from incumbent top management (Paik
& Woo, 2017).

One noticeable topic treated in recent CVC literature is technological spillover through CVC investment
(Paik & Woo, 2017: Kim et al, 2019). Such literature emphasizes the function of network ties among parents,

CVC, and start-ups. Another theory to analyze CVCs' technological function is the real option theory (Ceccag-
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noli et al, 2018), which regards CVCs' role as a real option. According to Ceccagnoli et al. (2018)" s argument,
there are several stages to estimate dealing with start-ups’ technological innovation through CVC investments
(Ceccagnoli et al, 2018, p.3358). The parent company can choose either acquiring start-ups through itself or
through CVCs. These kinds of studies propose that CVC provides various options when the parent company
tries to boost their innovative activities.

As I mentioned above, current literature on innovative activities of CVCs shows various aspects besides
investing in start-ups. For further studies, it would be better to focus on various aspects of CVCs that affect

start-ups’ innovative activity.

Table 5 : Summary of Literatures on Innovative Aspect of CVCs

Authors Title Year Journal Keywords
Simon U. Lee, The Double-Edged Effects of the | 2018 | Journal of corporate venture capital
Gunno Park, Corporate Venture Capital Business Research (CVQ),
Jina Kang Unit’s Structural external knowledge
Autonomy on Corporate sourcing, exploration,
Investors' Explorative and exploitation,
Exploitative Innovation structural autonomy
Ji Youn (Rose) Kim, | The Influence of Technological 2019 | Journal of technological links, social
H. Kevin Steensma, Links, Social Ties, and Management ties, corporate venture
Haemin Dennis Park | Incumbent Firm Opportunistic capital, opportunistic
Propensity on the Formation of tendencies
Corporate Venture Capital
Deals
Tera L. Galloway, Exploring the Innovation 2016 | Journal of alliance formation,
Douglas R. Miller, Strategies of Young Firms: Business Research innovation,
Arvin Sahaym, Corporate Venture Capital and corporate venture capital,
Jonathan D. Arthurs | Venture Capital Impact on venture capital,
Alliance Innovation Strategy founder influence
Yongwook Paik, The Effects of Corporate 2017 Organization Science | corporate venture capital
Heejin Woo Venture Capital, Founder (CVQ),
Incumbency, and Their founder, R&D investment,
Interaction on Entrepreneurial knowledge spillover,
Firms' R&D Investment entrepreneurship,
Strategies corporate governance
Marco Ceccagnoli, Corporate Venture Capital as a | 2018 Strategic absorptive capacity,
Matthew J. Higgins, Real Option in the Management Journal | corporate venture capital,
Hyunsung D. Kang Markets for Technology markets for technology,
product pipeline,
real options
Hyunsung D. Kang, Technology Spillovers and 2021 Venture Capital corporate venture capital,
Vikram K. Nanda, Capital Gains in Corporate technology spillover,
and Venture capital gain,
Haemin D. Park Capital Investments: Evidence biopharmaceutical
from the Biopharmaceutical industry,
Industry appropriation

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))

Social

In contrast to the increase in recent studies on the social aspect (e.g, signaling, social status) of VC invest-

ment, there are few literatures that investigate how CVC investment gives a signal or endorsement effect to
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start-ups. This is due to the general assumption that CVC’s primary purpose is to enhance innovative capabil-
ity.
A few literature (e.g, Park et al, 2019) investigated how the social aspect of CVC affects start-ups’ activity.

For further research, it seems crucial to shed light on the social aspect of CVCs.

Table 6 : Summary of Literatures on Social Aspect of CVCs

Authors Title Year Journal Keywords
Sarah Park, Concentrating Too 2019 Journal of
Joseph A. LiPuma, Hard? Foreign and Small Business
Sewon Sharon Park Corporate Management

Venture Capital
Involvement in
Syndicates

(Source: by the author, referring the figure in Cumming et al. (2022, pp.181-183))

4. Discussion

Recent scholarly inquiry into VCs and CVCs, as previously discussed, examines diverse aspects influencing
the financial and innovative performance of startups. Certain studies investigate novel topics that have not
been fully explored in prior literature, for instance, the effects of CVCs on financial performance.

The goal of this review is to pinpoint unresolved research questions (gaps) within the existing scholarly
discourse. Despite recent studies offering an argument on the functions of VCs and CVCs, there are research
gaps that have not been thoroughly investigated. This contribution suggests a potential avenue for future
research on VCs and CVCs.

One unresolved inquiry is the rationale behind certain CVCs, notably in Japan, making investments regard-
less of the recipient’s demonstration of specific innovative performance. The CVC investment doesn't inher-
ently ensure the enhancement of startups’ innovative capabilities, mirroring the lack of a guarantee from their
parent companies regarding innovative gains. To expound on this phenomenon, a pertinent explanatory theory
within the realm of new institutionalism (DiMaggio & Powell, 1983) is discussed. Addressing this research gap,
Souitaris et al. (2012) posit that CVCs tend to engage in isomorphic actions, aligning with either their parent
companies (endo-isomorphism) or with other VCs (exo-isomorphism), to secure legitimacy amidst the influ-
ence of institutional fields. In this context, CVC activities are not solely economic endeavors pursuing returns;
they also represent social efforts directed at gaining legitimacy. Viewed through this lens, the activities of Japa-
nese CVCs can be interpreted as mimetic (or normative) isomorphism, aimed at securing legitimacy from

diverse audiences, including competitors and stakeholders. Thus;

Possible remaining research question (gap) 1: why some CVCs (especially Japanese CVC) implement invest-

ments although the investees don't show the specific innovative performance?

Secondly, there exists a potential to estimate the divergence in signaling effects among VCs and CVCs.
Previous scholarly works on the social aspect of VCs have illuminated how VC investments signal quality (e.g,

Jeong et al,, 2020; Colombo et al, 2019; Vanacker et al, 2018). In contrast, as noted earlier, the social aspect or
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effect of CVC investment remains inadequately explored in recent academic discourse.

Given that CVCs are commonly established by corporations, their signaling effect assumes a critical role for
startups, particularly within the Japanese context where corporate influence is pervasive among investors. In
this context, the signaling effect of CVCs may exhibit greater potency than that of VCs, a dimension not exten-

sively addressed in previous scholarly investigations. Thus;

Possible remaining research question (gap) 2: how the effect of VCs' signals and CVCs' signals are different?

Finally, there are discernible research gaps that bridge the realms of financial and innovative considerations
concerning underpricing at IPOs. For startups, the IPO stands as a crucial juncture to secure both financial
resources and legitimacy from external investors. Despite extensive investigations into the mechanics of deter-
mining initial prices and the underpricing phenomenon (e.g, Carter & Manaster, 1990), these studies yield
inconclusive results.

Of particular note is the scarcity of studies exploring how innovative activities and the investments of VCs
and CVCs influence underpricing, with limited exceptions, including the work of Heeley et al. (2009). To com-
prehend the role of innovative performance as a driver of underpricing, it IS imperative to scrutinize the
investments of VCs and CVCs as mediators, a perspective that has conventionally been treated as a main
effect. Thus;

Possible remaining research question (gap) 3: how innovative performance (e.g. patent) affects underpricing at
start-ups’ IPO, and how VCs and CVCs mediate such affects?

In conclusion, this paper provides a summary of the latest literature on VC and CVC studies while outlining
potential avenues for further research. Acknowledging a limitation, despite the thorough review of recent liter-
ature on VC and CVC studies, there could be unexplored literature. To overcome this, a more comprehensive
or systematic approach, such as meta-analysis, is recommended to elevate both the quality and quantity of the

literature review.
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Residential Real Estate Demand in the Tokyo Metropolitan Region:
Spatial Trends During the COVID-19 Era
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Abstract

The proportion of the labor force working remotely, which surged during the first months of the
COVID-19 pandemic, remained far above pre-pandemic levels in much of the developed world well
into 2023. The normalization of remote work in many industries has also meant the decline of the five-
day commute for many workers, a trend that could have important implications for residential loca-
tion decisions. Lower commute burdens may reduce workers willingness to pay for proximity to
employment clusters in central city areas, and increase demand for housing in suburban locations. To
better understand the relationship between the COVID-19 pandemic and the spatial demand for resi-
dential real estate, we examine price trends for condominium sales in the Tokyo metropolitan region
between 2017 and 2022. Results suggest that demand for condominiums in outlying suburban jurisdic-
tions was strong in the post-pandemic era (2020-2022), compared to relatively weak price growth in
the years prior to the pandemic (2017-2019). In jurisdictions close to the urban core, there was very
little association between price trends and the onset of the pandemic. Demand for residential property
in these areas was strong throughout the study period, and there was minimal difference between

price trends in pre- and post-COVID years.

keywords : real estate demand, COVID-19 pandemic, travel behavior

1. Introduction

While rates of remote work increased slowly but steadily over the first two decades of the 21 century, on
the eve of the COVID-19 pandemic, the proportion of workers working from home was still relatively low (Fel-
stead & Henseke, 2017; Gifford, 2022; Ozimek, 2020). Behavioral changes associated with the pandemic rapidly
normalized remote and teleworking arrangements for people around the world. Efforts to minimize virus
spread by avoiding close, in-person contact meant that by mid-2020, over half of workers in many developed
countries were working remotely (Ahrendt & Mascherini, 2020; Brynjolfsson et al., 2020; Mori, 2021). Even as
vaccines and treatments for COVID-19 became widely available and day-to-day concerns about the virus
receded, a significant proportion of workers——particularly those in white-collar professions——continued to
spend at least part of their week away from the workplace. Research suggests that pandemic-era changes in
working style will persist for the foreseeable future, with post-pandemic work-from-home rates exceeding
pre-pandemic levels by a factor of four (Barrero et al, 2021).

The normalization of remote work policies has also been associated with substantial changes in travel

behavior. With fewer people working “traditional” five-day workweeks, the percentage of workers making to-
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and from-work commute trips every weekday has also declined. This has led to considerable hardship for pub-
lic transit operators in cities throughout the world, many of which rely heavily on commute trips for a
significant proportion of their revenue. For workers, however, the flexibility of hybrid commuting has largely
been a boon. Although experiences with remote work and work-from-home are not universally positive (Goto
& Hamano, 2020; Ralph et al., 2020; Shirmohammadi et al, 2022; Umishio et al, 2022), the reduction or elimina-
tion of commuted-related stress is frequently mentioned as one of the primary benefits of remote work (Goto
& Hamano, 2020).

Given these changes in working style and commuting patterns during the COVID era, it is possible that
residential locational preferences have also evolved. Traditionally, homes close to the urban core tend to have
better proximity to employment clusters, reducing the expected cost of commute trips. However, because land
near centers of economic activity accommodate a high intensity of use, housing in these areas is expensive, and
the amount of residential space residents are able to consume is limited (Alonso, 1964; Mills, 1972; Muth, 1969).
Efforts to minimize the cost of commuting must therefore be balanced against the desire to consume housing.

But as the proportion of those working remotely has risen and part-time commuting has gained acceptance,
the traditional calculus has changed. For those with flexible work arrangements, fewer total commute trips
may mean that increasing the cost of a single trip——for example, by moving further from the central city——
may not increase one's total commute cost. Additionally, working remotely often results in spending more time
at home, likely increasing demand for larger homes which are more likely to be located in suburban locations.

Against this background, we examine spatial changes in demand for real estate in the Tokyo metropolitan
region. Although rates of remote work remain relatively low in Japan compared to other developed countries,
alternative working arrangements rose sharply with the onset of the pandemic (MLIT, 2022; Mori, 2021;
Okubo, 2022). We therefore investigate if the COVID-era increase in remote work was associated with a spa-
tial shift in preferences for residential real estate. To do so, we examine price trends for pre-owned condo-
minium sales in over 250 jurisdictions in the Tokyo region from 2017 to 2022.

Results show a modest post-pandemic increase in prices for transit accessible condominiums in jurisdictions
relatively far from the urban core. This suggests that demand for housing in these areas——which was rela-
tively weak in the pre-pandemic period——may have benefitted from the normalization of flexible working
arrangements during the COVID-era. Growing demand in outlying areas, however, did not temper demand for
residential properties in the city center. Price trends in jurisdictions closest to the urban core, which were

robust in the years leading up to the pandemic, continued to be strong following its onset.

2. Background Literature

Commuting is associated with a host of negative physical and mental outcomes (Hansson et al, 2011). Long
commutes have been linked to higher levels of stress (Gottholmseder et al, 2009), lower levels of psychological
wellbeing (Hammig et al, 2009), more absences due to illness (van Ommeren & Gutiérrez-i-Puigarnau, 2011),
and decreased worker productivity (Giménez-Nadal et al, 2018). Research also shows increased time spent on
commuting has a negative effect on wages (Crane, 2007; Le Barbanchon et al, 2021), as well as participation in
social activities (Besser et al,, 2008).

Not surprisingly, then, workers often seek to reduce both the monetary and time-related costs of their daily

commute by selecting residential locations relatively close to their place of employment. In fact, foundational
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models of urban structure conceptualize commute-related decisions as one of the primary mechanisms that
drives residential choice (Alonso, 1964; Mills, 1972; Muth, 1969). These models assume a monocentric city in
which job opportunities are clustered within a central business district. Residents then choose where to live by
making trade-offs between their desire to maximize housing consumption while minimizing commute costs.
Households choosing residential locations far from the city center will be able to afford relatively large homes
on large plots of land, but must endure long and expensive commutes compared to those living closer to the
urban core.

The true relationship between residential location decisions and commute patterns is, of course, far more
complex. Monocentric patterns of development often fail to capture the complexity of modern urban areas, and
residential location choices and commute decisions in suburban areas or polycentric regions are distinct from
heavily centralized cities (Crane & Chatman, 2003; Gordon & Lee, 2015; Naess et al, 2019). Furthermore, resi-
dential location decisions are notoriously complicated and difficult to model. Choices about where to live are
rarely made to minimize the cost of a single trip type (the commute) for a single member of the household
(the primary wage earner) (Ben-Akiva & Bowman, 1998; Ng, 2008). Instead, empirical research highlights how
households select housing locations to optimize access to a range of destinations while considering the travel
needs of multiple household members (Clark & Huang, 2003; Ness et al, 2019; Ng, 2008). A number of
non-travel-related factors such as neighborhood characteristics, access to green space, local school quality, and
proximity to amenities are also central considerations in household choices about where to live (Bolan, 1997;
Chen et al, 2008; Ely & Teske, 2015; Schirmer et al,, 2014).

The onset of the COVID-19 pandemic added an additional element to the residential location calculus. While
the proportion of people working remotely had been increasing slowly in the decades leading up to the pan-
demic, non-traditional working arrangements were still relatively rare in the late 2010s (Okubo, 2020). In the
first months of 2020, however, such arrangements became the norm for many workers——particularly those in
white-collar industries——as the pandemic spread rapidly around the world. By July of 2020, over half of work-
ers in a number of countries, including China, Italy, the UK, and the US., were working remotely (Mori, 2021).
Even as employers attempted to entice workers back to the office as fears about the spread of COVID
receded, there is doubt as to whether five-day commuting——at least among white-collar workers——will ever
return to pre-pandemic levels (Barrero et al, 2021).

The decline of the traditional commute has also been associated with spatial changes in demand for real
estate. Commercial real estate, particularly in downtown areas and central business districts, has been espe-
cially hard hit. Property values in such areas, which rely on a heavy inflow of commuters for much of their eco-
nomic and social vitality, have declined sharply (Fletcher, 2022; Gupta, Mittal, Peeters, et al, 2022; Gupta,
Mittal, & Van Nieuwerburgh, 2022; Hoesli & Malle, 2021; Kawai, 2022; Rosenthal et al, 2022; Wang et al., 2022).
Research also shows a weakening of demand for residential real estate in central cities during the pandemic.
Both Ramani and Bloom (2022) and Gupta, Mittal, and Van Nieuwerburgh (2022) note a “donut effect” in
major cities in the U.S, in which demand for homes in central cities declined while prices rose in surrounding
suburban areas.

Rising real estate prices in suburban areas during the post-pandemic period aligns with the theoretical rela-
tionship between residential location decisions and commuting costs. Even as telecommuting has gained accep-
tance and flexible commuting practices have become normalized in many industries, surveys suggest a

significant proportion of remote workers plan to work in-person at least part time (Smite et al, 2023). Thus,
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while the frequency of commuting has declined for a significant proportion of the population, access to centers
of employment is still essential. For such hybrid commuters, the relative attractiveness of suburban locations
may increase. Peripheral areas are likely to offer more space for a given price, and while they may increase the
cost of a single commute trip, the aggregate commute burden of part-time commuters may remain unchanged
(Mokhtarian et al., 2004).

The way in which the COVID-19 pandemic affected residential location preferences in Japan is unclear.
Prior to the pandemic, Japanese companies were well known for their resistance to adopting flexible working
arrangements such as telecommuting and remote work (MLIT, 2022; Okubo, 2022). As the pandemic spread,
the proportion of individuals working from home rose dramatically, but was still substantially lower than other
developed countries, with estimates ranging from 17 to 31 percent (MLIT, 2022; Mori, 2021; Okubo, 2020). And
while stories of remote workers’ exodus from cities were common in the popular media during the early years
of the pandemic (Miyasaka, 2022; Nakagawa, 2020; Nikkei Shimbun, 2023), only 36 percent of remote workers
considering a move suggested that they would want to live further from their company’s physical location
(MLIT, 2022). Furthermore, while empirical research on real estate values suggests some increased demand
for suburban properties between 2020 and 2022 relative to the pre-COVID era, demand for central city proper-

ties was strong both before and after the onset of the pandemic (Schouten & Kawano, 2024).

3. Data and Methods

The data for this analysis is drawn primarily from the Ministry of Land, Infrastructure, Transport, and
Tourism's (MLIT) Land General Information System (LGIS). The LGIS is a database, updated quarterly, of
real estate transactions throughout Japan, including sales of agricultural land, residential land, single-family
homes, and pre-owned condominiums. In addition to containing the sales price for all transactions, the LGIS
includes several variables regarding each property, including its size, age, zoning designation, construction
materials, whether or not it has been renovated, the jurisdiction it is located in, the name of the nearest rail
station, and the time required (in minutes) to walk to the nearest rail station.

Since we are primarily concerned with spatial changes in real estate demand due to the onset of the
COVID-19 pandemic, our sample is comprised of transactions starting in the first quarter of 2017 (approxi-
mately two years prior to the start of the pandemic) through the third quarter of 2022 (approximately one-
and-a-half years after the start of the pandemic, and the most recent data available at the time of analysis).
Transactions from the first quarter of 2020——those occurring from January to March of that year——are
excluded from the analysis due to the transitional nature of this period.

As we discuss above, there is a strong theoretical basis suggesting that, if a spatial shift in demand for res-
idential real estate did occur during the pandemic, the normalization of remote work and the decline in tradi-
tional commuting is likely a primary cause. To test this, we further limit our sample in two ways. First, we
focus only on the four most densely populated prefectures in the Tokyo region (Tokyo, Chiba, Kanagawa, and
Saitama Prefectures). These prefectures, in addition to having large populations, have the highest inflows into
the centrally-located 23-ward area of Tokyo Prefecture, and thus comprise the bulk of the region’s commuter
shed. Second, we include only pre-owned condominiums within a 15-minute walk of the nearest rail station. The
vast majority of commutes into Tokyo Prefecture prior to the pandemic——over 70 percent——included at

least one trip by rail. Spatial shifts in demand caused by changing commute patterns in the Tokyo region could
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therefore manifest either as an overall weakening of sales prices for transit accessible condominiums across the
region, or as weakening demand for transit accessible properties near the urban core and strengthening
demand in outlying areas (with part-time commuters having lower commute frequencies and thus more resi-
dential location freedom).

Defining the geography of the Tokyo metropolitan area is also crucial to this analysis. Any measurement
of spatial shifts in real estate demand must clearly define where these shifts are happening. While it is some-
what difficult to pinpoint a definitive economic core of the region, the Tokyo metropolitan area does have a
strong center of economic gravity located within the Yamanote Line, a 34.5 km rail loop that connects several
of the busiest stations in the region (and the world). The eight wards that lie either within or adjacent to the
Yamanote Line (Bunkyo, Chiyoda, Chuo, Minato, Shibuya, Shinjuku, Taito, and Toshima Wards) have a day-
time-nighttime population ratio of approximately 3.73, compared to 0.96 for the remaining 15 Special Wards and
0.93 for other jurisdictions in the study area.

With this in mind, we define Tokyo Station——1located in the center of the eastern portion of the Yamanote
loop—as the “center” of the region’s urban core. While several rail stations on the western portion of the
Yamanote Line have higher passenger flows (Shinjuku, Shibuya, and Ikebukuro), Tokyo Station is an appropri-
ate choice given both its adjacency to the city’'s historic center (Nihonbashi, located just to the east of Tokyo
Station) as well as to the National Diet and the vast majority of national ministries.

The spatial location of all transactions are then evaluated relative to their proximity to Tokyo Station.
Because the LGIS does not provide the exact address of a given property, we instead use the centroid of the
jurisdiction in which the condominium is located, and measure the Euclidian distance from the centroid of a
given jurisdiction to Tokyo Station. There are 251 jurisdictions in the study area, with distances to Tokyo Sta-
tion ranging from 1.3 km (Chiyoda Ward) to 73.1 km (Odawara City, Kanagawa).

Our analysis is comprised of two parts. First, we use descriptive statistics to examine trends in sales prices
per square meter (in 2022 JPY) for condominiums in the study region. We divide the 86,730 transactions in our
sample into 10-km bands based on their distance to Tokyo Station (within 10 km, 10-20 km, 20-30 km, 30-40 km,
and over 40 km from Tokyo Station). We then examine total changes in price from the entire study period
(from 2017 to 2022), the pre-COVID era (from 2017 to 2019) and the COVID era (from the second quarter of
2020 to the third quarter of 2022).

Results from this portion of the analysis provide an overview of if/how the onset of the pandemic affected
demand for transit accessible residential real estate at various distances from the city center. Weakening year-
to-year price growth (or price declines) in a specific geography during the COVID era (relative to the pre-
COVID period) suggests waning demand in that area, providing insight into how the pandemic affected
residential location decisions. For example, widespread sluggishness in sales prices may indicate an overall
decline in demand for transit service. By contrast, weakening demand in centrally located areas combined with
increased prices in more suburban districts may suggest that remote work, hybrid work, and alternative com-
muting patterns have shifted residential location preferences toward cheaper jurisdictions where higher levels
of housing consumption may be possible.

While pre- and post-COVID sales prices may show correlations with distance to the city center, they may
also be associated with a range of other factors such as the size of the dwelling, the type of neighborhood it is
located in, its distance from transit, or a number of other characteristics. To better control for these confound-

ing factors, we specify two Ordinary Least Squares (OLS) multivariate regression models. The base model
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(Equation 1) takes the following form:

vi = Bo+ fixut Boxeit Baxsi+ frxw + e (1)

where

v; is the natural logarithm of the sales price of property 7 in 2022 JPY;

Po is the model intercept;

x1 1s a continuous variable capturing the distance (in km) of the centroid of the jurisdiction of property 7 from
Tokyo Station;

X, 1s a continuous variable capturing the year in which property 7 was sold;

%5 is a COVID-era dummy variable (=0 if property i was sold pre-pandemic, xs = 1 if property i was sold
during the COVID era);

% is the value of the &" control variable of property 7;

Bi... B are model coefficients for % variables;

e; 1S an error term.

Control variables include the distance (in minutes) of the condominium to the nearest rail station, the age
of the building it is located in, the size of the unit, whether or not the unit has been renovated, the zoning des-
ignation of the surrounding neighborhood (14 categories), and the structural materials of the condominium
building (9 categories). The coefficient value associated with the “distance to Tokyo Station” variable (f.)
provides an estimate of the relationship between sales prices and distance to the city center. The coefficient
associated with the “year” variable (f.) represents an estimate of the year-to-year changes in price across the
entire Tokyo region. The coefficient associated with the “COVID-era” dummy variable (f3) provides an alter-
native model intercept for the post-COVID time period, and illustrates the change in average sales prices rela-
tive to the pre-COVID era.

While the base model provides some insight into the spatial dynamics of housing demand during the pan-
demic, it is rather static. In other words, coefficients in the base model only assess distance to the city center
and the effect of the pandemic independently of each other ——they are not able to capture how price trends at
different distances from the city center changed during the pandemic, relative to their pre-pandemic trends.

We therefore specify an interaction model (Equation 2):

Vi = Bo+ fixit oo+ Laxsi+ Ba (o1 200 035) + Pixy+ e (2)

The interaction model shown in Equation 2 functions identically to Equation 1 above, with the exception of the
addition of a triple-interaction term (x.42%s) and its underlying two-way interactions (not shown). By interact-
ing the “distance to Tokyo Station,” “year,” and “COVID-era,” variables, we are able to calculate both different
intercepts and different slopes for the “distance to Tokyo Station” variable in the pre- and post-COVID time

periods.
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4. Results

4.1. Descriptive Analysis

Table 1 provides descriptive data for pre-owned condominium sales during the entire study period. As we
discuss above, properties are classified by the distance of the centroid of the jurisdiction in which they are
located to Tokyo Station.

The majority of sales during the study period took place within 20 km of Tokyo Station, reflecting both the
higher population (and population density) of these areas, as well as the relatively high proportion of city-cen-
ter housing stock that is comprised of condominiums (as opposed to single-family homes). As expected, sale
prices in areas within 10 km of Tokyo Station were highest throughout the study period, with average price
per square meter topping one million JPY in 2022. Prices decline steeply with increased distance from the city
center: in 2022, properties located 10-20 km from Tokyo Station sold at a discount of 27 percent relative to
those within 10 km; properties 20-30 km from Tokyo Station sold at an additional discount of 22 percent; and
those 30-40 km from Tokyo Station were further 23 percent cheaper.

While there is a strong correlation between average price per square meter and distance from the city
center, there is no clear spatial correlation between price trends per square meter and distance from the city
center during the study period. Regardless of distance to Tokyo Station, price changes between 2017 and 2022
for pre-owned condominiums were relatively similar, with properties located 30 to 40 km from the city center

increasing the most (22.7 percent) and those over 40 km from the city center increasing the least (18.6 per-

cent).
Table 1: Descriptive Statistics, Full Study Period (2017-2022)

Distance to Total ) ) JPY/m’ % change
Tokyo Station Transactions JPY/m, 2017 JPY/m, 2022 change JPY/m’
less than 10km 29,078 842,197 1,027,668 185,470 220

10-20km 26,793 629,484 751,626 122,143 194
20-30km 15,881 478,047 584,034 105,987 22.2
30-40km 9,464 364,490 447,159 82,668 227
40+km 5514 340,850 404,085 63,236 186

Table 1, however, does not address the question at the center of this analysis: What is the relationship
between the onset of the COVID-19 pandemic and spatial changes in demand for residential real estate? To
provide insight into this issue, we examine sales during the pre-COVID period (Table 2) separately from sales
during the COVID era (Table 3).

Table 2 shows that overall price growth was modest between 2017 and 2019. Demand was strongest in the
urban core, with prices rising by 84 percent within 10 km of Tokyo Station. In the areas adjacent to the city
center (10-20 km form Tokyo Station), price trends were also relatively robust, growing 6.6 percent, with
prices beyond the 20 km threshold rising between 34 and 4.5 percent.

In the COVID era, these trends were reversed. Properties outside of the 20 km threshold experienced large
increases in price. Values rose by more than 13 percent in all of these outlying areas. Prices in centrally located
jurisdictions, while strong compared to pre-COVID trends, were relatively subdued, rising by 94 percent in

areas less than 10 km from Tokyo Station and by 7.5 percent in jurisdictions 10-20 km from the city center.
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Table 2: Descriptive Statistics, pre-COVID era (2017-2019)

: 2 9

Tlsli;[jnSthtti(())n TrarTsoat?tlions JPY/mt, 2017 JPY/m, 2019 Jcllzgrgne, /f)llf;a/rr;gze

less than 10km 16,190 842,197 913,362 71,164 84
10-20km 13,891 629,484 670,974 41,490 6.6
20-30km 8487 478,047 494,296 16,249 34
30-40km 5,003 364,490 380,772 16,282 45
40+km 3118 340,850 353,622 12,772 3.7

Table 3: Descriptive Statistics, COVID-era (2020-2022)

Distance to Total ‘ , PY/m’ % change
Tokyo Station Transactions JPY/mf, 2020 JPY/m, 2022 Jchange JPY/ rfz
less than 10km 12,888 939,150 1,027,668 88518 94

10-20km 12,902 699,150 751,626 52476 75
20-30km 7,394 514,995 584,034 69,039 134
30-40km 4461 391,908 447,159 55,251 14.1
40+km 2,396 353,959 404,085 50,126 14.2

Data from Tables 2 and 3 indicates that there is, in fact, a spatial association between the onset of the
COVID-19 pandemic and demand for residential real estate. In particular, two findings are of note: first,
demand for condominiums in centrally located jurisdictions was both relatively strong and relatively stable
during the entire study period. In areas within 20 km to Tokyo Station, price increases ranged between six and
ten percent in both the pre-COVID period and the pandemic era. Second, demand for properties in outlying
areas (e.g, jurisdictions more than 20 km from Tokyo Station), which was somewhat weak during the pre-
COVID period, was robust between 2020 and 2022. In these districts, price increases were below five percent
in the two years leading up to the COVID-19 pandemic. In the years following the pandemic’s onset, by con-

trast, prices rose by approximately 13 to 14 percent in suburban areas.

4.2. Multivariate Analysis

We now turn to our OLS model results for additional insight into the relationship between the COVID-19
pandemic and the spatial demand for residential real estate. Coefficients from the control variables in the base
model (Table 4) function as expected. There is a strong positive relationship between a condominium'’s floor
area and its sales price, and the association between a unit's distance to the nearest rail station, its age, and
being unrenovated are negative, as expected.

With regard to the variables of interest, distance to Tokyo Station is, as predicted, negatively associated
with housing demand. Predicted sales prices decline by approximately two percent with each additional kilo-
meter from the city center. Year-by-year price trends for the entire study period were positive, with prices
throughout the region rising by three percent on average between 2017 and 2022. Finally, the pandemic was
associated with a slight decrease in overall demand, with average sales prices declining by two percent relative
to the pre-COVID era.
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Table 4: Multivariate Model Results

Dependent variable:
In (sales price, 2022 JPY )

base model interaction model
distance to Tokyo Sta. (km) —-0.020"* 0.580*
(0.0001) (0.262)
year 0.033"™* 0.030™*
(0.001) (0.003)
COVID era —0.023" 3.639
(0.004) (8942)
minutes to nearest station -0.014™ -0.014"
(0.0003) (0.0003)
building age -0.019" -0.019™
(0.0001) (0.0001)
In (floor area, sq. meters) 0.714** 0.714**
(0.002) (0.002)
unrenovated -0.135™ -0.135"™
(0.002) (0.002)
distance to Tokyo Sta. * COVID era —2441™
(0.414)
distance to Tokyo Sta. * year —0.0003*
(0.0001)
year * COVID era -0.002
(0.004)
distance to Tokyo Sta. * year * COVID era 0.001**
(0.0002)
Constant —50.944 —45435™"
(2.538) (5.675)
Observations 86,730 86,730
R* 0.669 0.670
Adjusted R? 0.669 0.669
Residual Std. Error 0.290 (df = 86701) 0.290 (df = 86697)
F Statistic 6,264.663*** (df = 28; 86701)  5490.985** (df = 32; 86697)

Notes: *p < 0.05; **p < 0.01; ***p < 0.001; standard errors (in parentheses) are heteroskedasticity robust;
coefficients for zoning designation (14 categories) and structural materials of the property (9 categories) are not
shown.

Table 4 also shows the results of the interaction model. Because the combined interpretation of coefficients
on multiple two-way and three-way interaction terms is extremely complex, we provide predicted values in
Figures 1 and 2 to clarify model outcomes. These figures both show predicted sales prices of an average size
(51 square meters), average age (225 years), unrenovated condominium, located an average distance (7 min-
utes) from the nearest rail station. However, Figure 1 represents predicted price trends for a condominium

located in a jurisdiction five kilometers from Tokyo Station, while Figure 2 predicts price trends for a condo-
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minium located in a jurisdiction 35 km from Tokyo Station.

Differences between the figures echo the results from the descriptive analysis above. In the urban core
(Figure 1), pre-COVID demand for transit-accessible housing was strong, with a relatively steep positive slope
prior to 2020. Following the onset of the pandemic, prices dropped modestly; however, they recovered quickly,
and the post-COVID price trend slope is nearly identical to that of the pre-COVID period. In outlying areas
(Figure 2), trends are distinct. Pre-COVID housing demand was relatively weak, illustrated by the flat slope
from 2017 to 2019 during which predicted prices increased by about six percent (or 0.5 percent per quarter).

Prices dropped in the immediate aftermath of the pandemic’s onset, but rose sharply during the COVID-era,

40000000

30000000

Price (2022 JPY)

20000000

Distance to Tokyo Station (km)

Figure 3: Predicted Prices by Distance to Tokyo Station
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with the predicted price of an average condominium 35 km from Tokyo Station increasing from 20.9 million
JPY in 2020 to 23.6 million JPY in 2022, an increase of 13 percent (or 1.3 percent per quarter).

Figure 3 highlights the price gradient for an average condominium across a range of distances from the
city center. A comparison of the solid line and the dashed line demonstrates the change in willingness-to-pay
(WTP) associated with the onset of the pandemic. The solid line (which ignores COVID-era impacts on WTP)
decreases somewhat more quickly than the dashed line (which includes COVID-era impacts on WTP). This
modest widening of the gap between the curves suggests that while the pandemic was not associated with sig-
nificant changes in WTP in areas close to the city center, the COVID-era was associated with moderately
higher prices for properties further away from the urban core. For example, all else equal, an average condo-
minium 35 km from Tokyo Station was predicted to sell at 224 million JPY when not including COVID-era
impacts. When pandemic-related impacts are included, the predicted price rises to 23.6 million JPY (an
increase of 54 percent). By contrast, predicted sales prices for a condominium 5 km from Tokyo Station were

virtually identical regardless of whether COVID-era controls are included in the model.

Discussion and Conclusion

The dramatic effect of the COVID-19 pandemic on people’s day-to-day lives——particularly the way they
work and how they travel—has received a good deal of attention from scholars. The role that the pandemic
played in longer-term decisions——such as residential location choices——is also of keen interest for policy
makers and planners. In this analysis we focus on the later, examining spatial shifts in demand for residential
real estate in the Tokyo metropolitan area between 2017 and 2022.

Results suggest a clear but modest association between the COVID-19 era and an increase in demand for
transit-accessible condominiums somewhat far from the urban core. Whereas price growth in the two years
prior to the pandemic was minimal for jurisdictions more than 20 km from Tokyo Station, prices rose substan-
tially in the two years following the pandemic’s onset. Notably, however, the rising prices in suburban locations
were not coupled with weakening demand for residential properties in the central city. Demand for transit
accessible homes within 20 km of the city center was relatively strong prior to the pandemic, and remained
robust during the COVID era.

While it appears clear that the pandemic is positively associated with demand for residential properties
somewhat removed from the urban core, it is difficult to make firm conclusions regarding the causes of this
trend. Of course, the most likely explanation for the rise in price in suburban areas is the proliferation and nor-
malization of remote work and alternative commuting that was part-and-parcel of the early COVID-19 era. In
both Japan and around the world, a substantial proportion of workers——particularly those in white-collar
industries——had the opportunity (or the obligation) to work from home at least part time. This reduction in
commute frequency allows workers to, at least theoretically, choose residential locations further from the eco-
nomic center of a metropolitan area without increasing their overall commute burden (Mokhtarian et al,
2004).

Although this analysis provides some circumstantial evidence that such a force is at play in the Tokyo met-
ropolitan region, our findings are far from conclusive. Most problematic is our unit of analysis, which is the con-
dominium sale. Models using sales prices as the dependent variable allow us to examine where prices are

rising and falling, but do not allow us to draw conclusions about the people who are buying and selling the
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homes. Future research would ideally make use of individual- or household-level panel data——data that
includes either occupational information (to determine the likelihood of a respondent being a remote worker)
or travel behavior records (to examine potential changes in commute patterns). Such data would allow
researchers to draw far more convincing connections between the rise of remote work and shifts in residential
location preferences.

Furthermore, the results of this analysis do little to shed light on whether these trends will persist in the
future. Our sample includes only sales through the third quarter of 2022, well before the Japanese government
downgraded COVID-19 to a “Class 5" level health concern in May of 2023. As patterns of behavior return to
“normal,” pandemic-era related demand for suburban properties may recede, and condominiums in the most
centrally located jurisdictions may once again experience the fastest rate of price growth.

This is particularly important against the background of Japan's rapidly aging and declining population, as
well as in light of concerns regarding excessive population concentration in the Tokyo region. Japan's govern-
ment has long been promoting remote work as a potential solution to these issues, hoping flexible employment
conditions might encourage workers and young families to relocate to (or stay in) rural areas or regional cities.
The swift proliferation of remote work during the early stages of the pandemic raised hopes that an easing of
these negative demographic trends might be one positive outcome of the pandemic, and the stories about
remote workers leaving Tokyo's urban core proliferated in the popular press (Miyasaka, 2022; Nakagawa, 2020;
Nikkei Shimbun, 2023).

As time passed, however, hopes receded. Net population outflows from Tokyo’'s 23-ward area, which accel-
erated in 2020 and 2021, were short lived, and the metropolitan area continued to grow at the expense of rural
areas even during the pandemic (Schouten & Kawano, 2024; Statistics Bureau of Japan, 2023). Recent research
suggests that between 2023 and 2050, 46 of Japan's 47 prefectures will decline in population, with only Tokyo
Prefecture expected to experience population growth during the period (National Institute of Population and
Social Security Research, 2023). Thus, while this analysis provides some evidence of changing residential pref-
erences during the pandemic era, such mild shifts within the Tokyo metropolitan region are unlikely to mean-

ingfully ameliorate Japan's substantial demographic challenges.
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