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Abstract 
In recent years, cross-border venture capital has become increasingly prevalent in international 

venture markets. This has particularly been driven by the emergence of venture capital industries 

from small developed economies, which have until now mostly been importing investment flows. 

However, the internationalisation of these venture capital funds from small domestic markets has not 

been examined in prior research. We explore this gap in literature by analysing the 

internationalisation of Nordic venture capital funds using established internationalisation theories. 

This approach extends extant literature, which has mainly relied on institutional and agency theories 

to examine the influence of host-country environments on cross-border investments. We conducted 

eight semi-structured interviews with professionals in the Nordics, exploring internationalisation 

from the perspective of the venture capital fund.  

Our results show compelling evidence of Nordic venture capital funds’ necessity to internationalise 

due to their small domestic markets. This often takes the form of follow-on investments to help 

existing portfolio ventures grow internationally. Furthermore, our findings suggest that domestic 

markets have a multidimensional impact on how venture capital funds internationalise, and thus 

should be more extensively considered in literature. Our study contributes to research in three 

meaningful ways. First, we provide an initial understanding of why and how Nordic venture capital 

funds internationalise. Second, we highlight the importance of considering domestic markets in the 

analysis of cross-border venture capital. Finally, we demonstrate the applicability of 

internationalisation theories to venture capital, and thus present preliminary steps towards the 

development of conceptual frameworks for analysing the internationalisation behaviour of venture 

capitalists.  
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Definitions 
 

Angel investors: “High net worth individuals who invest a proportion of their assets in high risk, 

highly entrepreneurial ventures. Apart from investing money, business angels contribute their 

commercial skills, experience, business know-how and contacts, taking a hands-on role in the 

company” (Landström, 2007 p8).  

Follow-on investment: Subsequent rounds of investments into a venture done by an individual VCF 

or a group of VCFs (syndicate). 

Initial investment: Investment by a VCF into a venture that it had not previously invested in.  

International investment/ Cross-border investment/ Foreign investment: Investments undertaken 

outside of the domestic market. These foreign investments may occur during the initial investment or 

as follow-on investments. 

Limited partner: Private investors in a VCF which can be defined as institutional investors or 

government institutions. Limited partnerships have a fixed life that goes accordingly to the life of the 

fund. 

Nordics: We define Nordics as Denmark, Finland and Sweden. 

Syndicate: “A VC syndicate involves two or more VCFs taking an equity stake in an investment for 

a joint payoff to be realised when exiting the investment after a relatively long investment period” 

(Meuleman, Jääskeläinen, Maula, & Wright, 2017 p132). 

Venture development stages within venture capital: Seed, start-up, early stage, expansion stage 

(Aizenman & Kendall, 2012). 

Venture capital fund: “Institutional venture capital funds act as intermediaries between financial 

institutions (such as large companies, pension funds, wealthy families, and so forth) and unquoted 

companies, raising finance from the former to invest in the latter” (Landström, 2007 p5).  

Venture capital: Source of financing for new business. Long term, hands-on, equity investment in 

privately held, high growth potential companies, initiated and managed by professional investors 

(Gompers & Lerner, 2001; Landström, 2007). 
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1 – Introduction 
1.1 – Background 
Venture capital funds (VCFs) perform an important intermediary function in financial markets by 

acting between institutional investors and early stage ventures (Landström, 2007). They offer 

institutional investors the opportunity to invest into potentially highly lucrative growth companies, 

and at the same time provide knowledge capital to the underlying ventures in terms of hands-on 

management and access to multidimensional business networks (Aizenman & Kendall, 2012). These 

investments are generally opaque and risky due to inherent information asymmetries between the 

VCF and the venture (Wright & Robbie, 1998). Thus, venture capital (VC) investments have 

traditionally been characterised by significant local bias, as VCFs aim to avoid additional 

uncertainties linked to international operations and ensure the contextual applicability of their value-

adding knowledge capital (Cumming & Dai, 2010). However, cross-border VC investments have 

been increasing since the late 1990s, with the last five years demonstrating fastest-ever growth in 

international VC flows (NVCA, 2016, 2017; NVCA & EY, 2015).  

Cross-border investments were initially driven by US VCFs looking to benefit from their large funds 

and experience in VC (Aizenman & Kendall, 2012; Landström, 2007). The US was a pioneer in the 

development of VC as an industry, with systematic VCFs forming in the early 1980s (Landström, 

2007). The growth of the industry in the US has fuelled domestic entrepreneurship, economic growth 

and innovation in high-tech fields, which in turn has amplified interest in VCFs (NVCA & EY, 2015). 

This symbiotic relationship creates overall benefits for the economy well-beyond directly involved 

investors and highlights the significance of VC for the economy (Aizenman & Kendall, 2012; Lerner 

& Kortum, 2015). As the domestic US industry matured in the late 1990s, US VCFs entered an 

internationalisation phase that further increased the presence of VC globally (Aizenman & Kendall, 

2012). Supported by numerous regulative incentives, global VC investments experienced a 50% 

increase in 2017 compared to the previous year with a new high of $164bn (PwC & CBI, 2017). This 

has been accelerated by continuously mounting fundraisings during the past eight years, helping many 

domestic markets achieve similar internationalisation breaking points as seen in the US nearly two 

decades ago (NVCA, 2017).  

Over the years, many of the global VC industries have strongly benefitted from inward US VC flows 

helping them to build industry recognition and VCF capabilities. The UK provides an excellent 
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example of this development (Hall & Tu, 2003). During the last decade, Nordic VC industries have 

gained increasing international interest with their ventures generating over 50% of Europe’s and 7% 

of global total exit values from 2005 to 2015 (KPMG, 2017a; NVPI, 2016). This has been particularly 

impressive as the Nordics account for only 3% of Europe’s population and 2% of global GDP 

(Creandum, 2016). These figures display a remarkable account of the quality of entrepreneurial 

activity in the Nordics, which has formed the backbone for domestic VCF growth. The region 

currently claims nearly 100 VCFs, which combined raised $2.2bn in 2016, surpassing the last four 

years combined (Argentum, 2016; DVCA, 2017). Although demonstrating steady growth, Nordic VC 

industries remain significantly smaller compared to the US, which featured nearly 900 VCFs and 

$41.6bn raised in 2016 (NVCA, 2017). This mirrors the relative youth of the region’s VC industries 

and the significantly smaller domestic markets compared to the largest VC markets in US, UK and 

China. Nevertheless, the strengthening of Nordic VCFs is evident in the sharp decline of the 

proportion of foreign VCFs investing in Nordic ventures (NVCA, 2016). The high initial foreign 

participation demonstrates the attractiveness of the market, whereas the subsequent proportional 

decline confirms the growth of a local VC industry. This transition from foreign to domestic investors 

has been recognised as an evolutionary step preceding the internationalisation of VCFs (Aizenman 

& Kendall, 2012).  

The purpose of this study is to explore the internationalisation of Nordic VCFs and explain their 

behaviour during foreign expansion. We seek to provide a better understanding of the growing Nordic 

VC industries. To address these issues, we conducted semi-structured interviews with experienced 

VC professionals, which provided us access to rich insights about internationalisation from the VCF’s 

perspective. This approach allowed us to gain an understanding of the human component in VC 

investing and contribute to managerial VC research. Nordic VCFs face an extraordinary domestic 

setting with the highest number of ventures per capita in Europe, a strong educational system and a 

supportive government providing soft loans for innovation (KPMG, 2017a; Nordic Innovation, 

2016). Nonetheless, the region’s domestic markets are small and have relatively low venture 

valuations, thus limiting return potential on investments locally. This divided domestic context 

provides an intriguing setting for our study.  

Research in cross-border VC has only gained momentum during the last ten years, with prior literature 

mainly focusing on cross-country comparisons (Schertler & Tykvová, 2011; Wright, Pruthi, & 

Lockett, 2005). Wright et al. (2005) provided a comprehensive literature review on cross-country 
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comparisons and cross-border VC investments urging for further VC internationalisation research. 

Subsequent studies have mainly focused on the influence of host-country environments in attracting 

VC flows (e.g. Schertler & Tykvová, 2012), network connections (e.g. Guler & Guillén, 2010) and 

VC mode of entry, particularly syndication (e.g. Mäkelä & Maula, 2006). These have emphasised 

host-country attractions and VC networks in internationalisation, but have given little attention to 

micro-level investigations of firm motives and the potential influence of the domestic market. An 

exception has been provided by Hall and Tu (2003) with an examination of internationalisation 

decision-making, and Schertler and Tykvová (2011) who analysed domestic macro-level factors.  

Surprisingly, authors have mainly relied on institutional theory, social capital theory and 

macroeconomic analysis, and have not applied internationalisation theories in the VC context. With 

the exception of Mäkelä and Maula (2005) who used network internationalisation theory in their 

study, but examined venture internationalisation rather than VCF expansion. Moreover, the majority 

of these studies have investigated cross-border VC using econometric methods and data based on 

large domestic countries or on a global level. Research in the Nordic VC context has been minimal 

and focused on domestic VCF behaviour. We aim to contribute to cross-border VC literature by 

providing new insights on internationalisation from the VCF’s perspective in a small domestic market 

using established internationalisation theories. Thus, we also respond to calls from prior authors to 

analyse cross-border VC using existing international business theories and frameworks (Mäkelä & 

Maula, 2005; Wright et al., 2005). Furthermore, we seek to contribute to the wider body of literature 

on internationalisation by providing a new empirical context for established theories.  

1.2 – Research problem and questions 
This paper attempts to answer the following research problem arising from the intersection of 

internationalisation theories and cross-border VC. Extant internationalisation theories are concerned 

with the why and how firms internationalise (e.g. Johanson & Vahlne, 1977; McDougall, Shane, & 

Oviatt, 1994). International business scholars have acknowledged that these two are influenced by 

domestic and host-country market environments to varying degrees depending on the industry and 

countries involved (e.g. Dunning, 2000; Porter, 1990). The influence of the host-country environment 

creates additional uncertainty in internationalisation as firms have to operate in a unfamiliar setting 

at distance from their headquarters (Zaheer, 1995). This together with the inherent uncertainty of VC 

investments creates a double uncertainty that could deter VCF internationalisation and explain a local 

bias in VC.  
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However, empirical studies suggest that the why in VCF internationalisation is often driven by a need 

to find additional entrepreneurial demand and to expand networks (Madhavan & Iriyama, 2009; 

Tykvová & Schertler, 2011). Literature has also recognised that host-markets have a significant 

influence on VCF internationalisation and that in order to overcome some of the foreign market 

uncertainty VCFs syndicate, utilise their networks and specialise in niche industries (the how) (De 

Prijcker, Manigart, Wright, & De Maeseneire, 2012; Guler & Guillén, 2010a; Liu & Maula, 2016). 

Nevertheless, research on the influence of the domestic market in the VC context is limited. 

Moreover, authors have generally analysed VCF internationalisation from large domestic markets or 

on a global level (e.g. Aizenman & Kendall, 2012; Guler & Guillén, 2010b). Hence, providing little 

insight into VCFs’ from small domestic markets, such as the Nordics.  

This suggests that there is a significant gap in the research on VCF internationalisation from small 

domestic markets, particularly when examined from the perspective of a VCF. We seek to contribute 

to research by exploring the internationalisation of Nordic VCFs through established 

internationalisation theories. The research problem can be defined as a main research question:  

Research question: How do Nordic VCFs internationalise from small domestic markets? 

In order to provide a comprehensive answer to the problem, and to consider all aspects of 

internationalisation according to theoretical reasoning, we have further devised three sub-questions. 

Each one of these questions is focused on a specific facet of internationalisation theory needed to 

gather a holistic understanding of internationalisation from the VCF’s perspective. These questions 

are an essential part of our research as simply considering one of them in isolation would not provide 

us the necessary insights to answer our main research question.  

The first sub-question is concerned with the motives Nordic VCFs have to engage in 

internationalisation, and thus refers to the why question of internationalisation theory: 

Sub – 1: What motivates Nordic VCFs to engage in cross-border investments? 

The second sub-question aims to identify the main uncertainties faced by Nordic VCFs in foreign 

markets. This helps to better understand the range of potential challenges and analyse subsequent 

behaviour:  

Sub – 2: What challenges do Nordic VCFs face in foreign markets? 
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Finally, our third sub-question refers to the behaviour of Nordic VCFs during internationalisation. 

Together with an understanding of the challenges faced in the foreign market, this helps us to develop 

a complete answer to how Nordic VCFs internationalise:  

Sub – 3: How do Nordic VCFs overcome challenges in foreign markets? 

1.3 – Research objectives 
The overall objective of this paper is to explore Nordic VCFs internationalisation and explain their 

behaviour during foreign expansion. Moreover, we seek to provide a better understanding of Nordic 

VC industries. In this context, our detailed research objectives are:  

Ø To review and analyse cross-border VC literature to date  

Ø To review and analyse internationalisation theories applicable to the analysis of Nordic VCF 

internationalisation 

Ø To qualitatively analyse Nordic VCF internationalisation from small domestic markets using the 

identified internationalisation theories; particularly focusing on the why, how and the domestic 

market context in internationalisation 

Ø To present conclusions and discuss the empirical and managerial implications of the findings, 

and to present suggestions for future research 

1.4 – Delimitations 
This paper focuses on the internationalisation of Nordic VCFs. We examine this issue from the 

perspective of the Nordic VCF to gain a better understanding of firm-level motives (why) and 

behaviour (how) related to internationalisation. Thus, the unit of analysis in our study is the 

internationalising VCF. Furthermore, this study evaluates these in the context of a Nordic domestic 

market as perceived by the interviewees and does not consider specific host-country environments. 

Due to the timeframe of our study and our chosen data collection method, we do not provide a 

temporal analysis of when Nordic VCFs internationalise or of an internationalisation process. 

Furthermore, we do not focus our analysis on the explicit choice of mode of entry during the foreign 

expansion. This decision was taken as the potential variation in entry modes was seen to be limited 

to either syndication or individual investing. In this study syndication is considered as a dimension 

of behaviour and not explored to the same depth as in prior literature (see Jääskeläinen, 2012; Liu & 

Maula, 2016; Mäkelä & Maula, 2006). However, literature on syndication in the cross-border context 

was reviewed to provide a more holistic understanding of the current state of knowledge. These 
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assumptions were also confirmed in our interviews. A visual demarcation of our area of interest and 

analysis can be found below (Figure 1).  

 
Figure 1 – Area of interest within internationalisation theories 

We follow prior literature in defining VC as hands-on equity investments in private seed, start-up, 

early stage and expansion stage companies (Ahlstrom, Bruton, & Yeh, 2007; Aizenman & Kendall, 

2012; Moore, Payne, Bell, & Davis, 2015). These investments do not include friends and family, 

angel or private equity investing. We limit our study to VCFs funded by institutional investors, and 

thus do not consider corporate VC investors, government VC departments or family-offices’ venture 

arms. However, due to the relatively limited cohort of cross-border VC literature, we review papers 

that follow multiple definitions of VC. Moreover, we consider Nordics to include Denmark, Finland 

and Sweden, as these represent the largest VC industries in the region.  

1.5 – Structure of the paper 
The rest of the paper is structured as follows (Figure 2). Section 2 first reviews existing cross-border 

VC literature and Nordic VC research to provide an overview of what we know today about VCF 

internationalisation. It then reviews relevant internationalisation theories and supporting frameworks 

forming our theoretical framework for the analysis of this study. Section 3 provides an overview of 

our research philosophy, research design, data collection and analysis methods. Section 4 presents 

our results by analysing findings through our theoretical framework, before ending with a summary 

of results answering our research questions. Section 5 discusses our results in relation to extant 

literature and provides managerial implications. Finally, section 6 concludes this paper with a 

discussion of directions for future research and conclusions.  
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Figure 2 – Structure of the paper 
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2 – Theory 
2.1 – Literature review 
2.1.1 – Cross-border venture capital research 
The internationalisation of VC has been a relatively underdeveloped area of research, especially when 

considering the increasing prevalence of cross-border VC in global markets. A strong call for further 

research was voiced by Wright et al. (2005) in their literature review synthesising research on cross-

country developments, cross-country comparisons and cross-border investments. They concluded 

that the lack of literature on cross-border investing was a major research gap to be addressed. Since 

then, multiple authors have responded by studying cross-border VC using a variety of international 

business, institutional and macroeconomic perspectives. We constructed a taxonomy of prior cross-

border VC research to facilitate a general overview of extant research. The below matrix provides a 

visual representation of studies according to their level of analysis, either firm or environment, and 

area of interest, either internal/domestic or external/foreign (Figure 3). This overview offers an 

understanding of the main research contributions reviewed in the following literature review, but is 

not meant to provide a comprehensive list of cross-border VC literature.  

 
Figure 3 – Overview of cross-border VC literature 

Due to our focus on the VCF perspective and internationalisation, we are interested in several 

overlapping characteristics of prior studies. Thus, our literature review is organised following the 

main areas of interest generally discussed in internationalisation theories: (1) why VCF’s engage in 

cross-border investments, (2) the increased uncertainty in cross-border VC transactions and (3) the 
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behaviour and capabilities used to mitigate this uncertainty. These areas combine several aspects of 

the presented taxonomy. Each section of the literature review is followed by a summary table 

highlighting the most pertinent contributions of literature to date.  

2.1.2 – Motivation to invest abroad 
Literature on the drivers of VCF internationalisation has generally recognised the heterogeneity of 

motivations and strategic goals attached to cross-border VC investments (Aizenman & Kendall, 2012; 

Madhavan & Iriyama, 2009). Madhavan and Iriyama (2009) argued that VCFs are driven by 

economic and network processes in their internationalisation behaviour. Similarly, Schertler and 

Tykvová (2012) suggested that VCFs invest abroad for two main reasons: to gain from differences 

between countries in risk-adjusted expected returns, or to increase deal flow and build experience in 

value-adding aspects by taking part in international syndicates. Further literature has identified a 

range of different intentions and end-goals in both dimensions shaping the ultimate decision to engage 

in cross-border investments.  

However, very few authors have examined cross-border VC investments from the VCF’s perspective 

using internationalisation theories. Literature has mainly relied on macroeconomic and institutional 

perspectives to investigate the role of macro-level factors on cross-border investments (Guler & 

Guillén, 2010b; Schertler & Tykvová, 2012). Guler and Guillén’s (2010b) seminal paper on the 

impacts of host-country institutions on VCF investment decisions provides an excellent example of 

such approach. Hall and Tu’s (2003) analysis of factors shaping UK VCFs’ disposition to invest 

abroad stands out as an exception by focusing on VCF size, age, ownership structure and investee 

stage to determine their willingness to invest abroad. They based their approach on prior VC studies 

conducted in the domestic US setting (e.g. Gupta & Sapienza 1992). However, their quantitative 

study only provided tentative answers to VCF characteristics influencing internationalisation, due to 

the uncertain quality of their secondary data. Moreover, a handful of authors have also focused on 

the influence of individuals within international VC network structures (Iriyama, Li, & Madhavan, 

2010; Madhavan & Iriyama, 2009). The following section highlights the most pertinent approaches 

and results on economic and network motives in cross-border VC investments.   

2.1.2.1 – Economic motives: Expected returns and demand for VC 
Prior research has acknowledged the mainly return-seeking nature of cross-border VC investments 

similar to other financial intermediaries (Hall & Tu, 2003; Schertler & Tykvová, 2012). Schertler and 

Tykvová (2012) recognised that VCFs are interested in underserved markets where demand for 
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capital outstrips the local supply, leaving room to gain from differences in risk-adjusted expected 

returns. This allows VCFs to enter foreign markets without having to compete fiercely with local 

players, and thus secures investments at lower prices (Cumming & Dai, 2010; Schertler & Tykvová, 

2012). Moreover, due to the nature of VC between portfolio and direct investment models, the 

experienced demand may be for equity or knowledge capital (Guler & Guillén, 2005, 2010b). Guler 

and Guillén (2005) argued that this important feature of the industry may strongly influence the 

internationalisation behaviour of VCFs.  

The value of knowledge capital is especially emphasised in many developing VC markets, where 

local investors have relatively little experience on early stage venture growth (Dai, Jo, & Kassicieh, 

2012; Wang & Wang, 2012). Dai et al. (2012) found evidence of US VCFs successfully entering 

Asian markets by offering their more sophisticated knowledge-based services. Indeed, the level of 

potential value-add provided by an experienced foreign VCF is also a key determinant in the 

entrepreneur’s decision-making (Moore et al., 2015). In developed VC markets, this knowledge 

capital is often related to industry-specific knowledge (Sorenson & Stuart, 2001). Thus, VCFs may 

be motivated to invest abroad in markets where they can take advantage of opportunities by 

leveraging their capabilities or resources. However, this is conditional on the VCF’s ability to utilise 

their knowledge in the context of the market (Aizenman & Kendall, 2012).  

2.1.2.2 – Economic motives: Entrepreneurial quality 
Furthermore, several authors have discussed VCFs’ quest to extend their exposure to high quality 

entrepreneurs by entering foreign markets (e.g. Wang & Wang 2012; Guler & Guillén 2010b). Guler 

and Guillén (2010b) argued that in the VC investment decision-making process innovative 

entrepreneurs are at least of the same significance as host-country contextual factors. They recognised 

that countries with strong national innovation systems experience higher inward VC flows. Indeed, 

VCFs value strong venture management teams even more highly in foreign markets, as they tend to 

reduce venture risk levels and increase potential returns (Mäkelä & Maula, 2005). Aizenman and 

Kendall (2012) confirmed this by finding a positive relationship between the number of university 

graduates and foreign VC deals made in the country, suggesting that institutional environments 

promoting high-end human capital attract foreign VC investments. Moreover, Bruton et al. (2005) 

acknowledged the influence of the social status, or so-called cognitive institutions, of entrepreneurs 

in different countries as drivers of entrepreneurial activity. They argued that certain countries or 

cultures may be socially prone to support the development of innovative companies and thus, are 

more attractive for cross-border VC. Indeed, Kenney, Han, & Tanaka, (2008) highlighted how VCFs 
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engage in foreign expansion to take advantage of the contextual variances that promote innovation in 

different countries to increase their potential for higher returns.  

2.1.2.3 – Economic motives: Market cycles 
Another macro-level factor studied by various authors relates to the central role of economic growth 

in the host-country (Aizenman & Kendall, 2012; Schertler & Tykvová, 2012). Schertler and Tykvová 

(2012) argued that economic growth is an effective leading indicator of cross-border flows as it 

underlines entrepreneurial demand potential. They found evidence for increased VC gross and net 

inflows during periods of economic expansion. Importantly, both home and host-country 

macroeconomic cycles will influence the need and attractiveness of foreign markets (Schertler & 

Tykvová, 2012). Naturally, the attractiveness of cross-border investments and host-countries also 

varies according to a VCF’s industry specialisation and the cyclicality of market development 

(Aizenman & Kendall, 2012; Mäkelä & Maula, 2005). In several studies, Schertler and Tykvová 

(2012; 2011) recognised that VCFs utilise international transactions to diversify the unsystematic risk 

of their portfolios and to reutilise their industry specific knowledge by following economic cycles 

across countries. Although consistent, research has not examined the influence of macroeconomic 

conditions from a micro-level perspective and the actual impact it has on VCF’s decisions to invest. 

This highlights the limitations of current research due to its high reliance on databases and aggregate 

level quantitative analysis (Wright et al., 2005). 

2.1.2.4 – Network motives: Network and knowledge building 
In addition to direct economic motives, authors have suggested that VCFs may use their 

internationalisation as a network or knowledge building mechanism (Guler & Guillén, 2010a; 

Madhavan & Iriyama, 2009). Madhavan and Iriyama (2009) recognised the value of network partners 

as initiating forces for cross-border investments. They argued that VCFs engage in foreign expansion 

to build further knowledge through their network or syndicate partners. Zhang and Pezeshkan (2016) 

found similar evidence in the behaviour of Chinese VCFs seeking syndication with US VCFs to gain 

more knowledge and reputation. This knowledge can be related to VCF management activities, such 

as selecting, monitoring or exiting activities, venture industry specialisation or external network 

building (Liu & Maula, 2016; Schertler & Tykvová, 2012).  

The intensively networked nature of the investment lifecycle emphasises the value of connections 

beyond specific geographical locations, hence creating a strong motive for cross-border network 

building (Aizenman & Kendall, 2012). Tykvová and Schertler (2011) highlighted the spatial 
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flexibility of networks by noting that close local relationships in domestic markets increased cross-

border capital flows due to higher network centrality and ensuing deal sharing. Moreover, literature 

has recognised the impact of human immigration networks on determining the destination of VC 

flows, further emphasising the highly relationship-based nature of VC investments (Iriyama et al., 

2010; Madhavan & Iriyama, 2009). Madhavan and Iriyama (2009) used a social embeddedness 

perspective to analyse foreign VC flows into areas with transnational technical communities, 

recognising that homophily amongst VCFs and investees increased deal flow. In some cases, network 

building through an initial syndicated cross-border investment may be the first step towards wider 

presence in the foreign market (Liu & Maula, 2016).  

2.1.2.5 – Network motives: Clusters and network expansion 
Furthermore, Madhavan and Iriyama (2009) recognised that in some cases VCFs attempt to overcome 

distance related transaction costs by establishing a presence in knowledge clusters. They identified a 

pattern amongst some US VCFs making pre-emptive investments into areas with future potential for 

technological clusters. This allows for knowledge gathering and network expansion in the new cluster 

to secure a strong position for future investments. On the other hand, Aizenman and Kendall (2012) 

noticed a follow-the-leader pattern, in which VCFs follow their domestic peers into certain foreign 

markets to retain their network centrality. Indeed, the role of the network in motivating VCFs to 

engage in foreign expansion for capital, knowledge or reputation seems to be undisputed in current 

VC literature (e.g. Aizenman & Kendall, 2012; Tykvová & Schertler, 2011).  

2.1.2.6 – Summary of motives to invest abroad 
Economic motives Network motives 
Ø Host-country surplus demand 
Ø Demand can be for equity or knowledge capital 
Ø Gaining access to innovative entrepreneurs 
Ø Profiting from competitive advantages in 

specific industries 

Ø Gaining further knowledge from network or 
syndicate partners 

Ø Establishing networks for future deal flow 

Table 1 – Summary of motives to invest abroad 

2.1.3 – Increased uncertainty in cross-border VC transactions 
In international business the difficulty of doing business and assimilating to cultural differences has 

often been linked to the concept of liability of foreignness (LOF) (Kostova & Zaheer, 1999a; Zaheer, 

1995). VC literature has confirmed the existence of LOF and liability of outsidership (LOO) in VC 

investments, making operations and market acceptance difficult in some cases (Huang, Kenney, & 

Patton, 2015; Lu & Hwang, 2010). The opacity of information on early stage ventures increases the 

likelihood of information asymmetries and agency costs in cross-border VC, and thus exacerbates the 
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impact of LOF and LOO (Aizenman & Kendall, 2012). More specifically, cross-border literature has 

discussed the influence of geographical and institutional distances on VCF internationalisation.  

2.1.3.1 – Geographical distance 
Due to the active and highly risky nature of venture investing, the VC industry has traditionally been 

strongly influenced by a local bias, and had a clear preference for investing close to domestic markets 

or even exclusively in their home market (e.g. Cumming & Dai 2010; Mäkelä & Maula 2008; Gupta 

& Sapienza 1992). This is particularly emphasised in seed and early stage investments where trust 

building and in-person contact between the entrepreneurial team and the VCF is important (Cumming 

& Dai, 2010; Guler & Guillén, 2005; Sorenson & Stuart, 2001). Literature has generally applied 

transaction cost economics perspectives  (Knill, 2009; Tykvová & Schertler, 2014) and social 

embeddedness theories (Guler & Guillén, 2010b; Iriyama et al., 2010) to better understand how VCFs 

experience geographical distances in cross-border investment behaviour. 

Authors have unanimously highlighted the higher monitoring and controlling expenses arising from 

geographically diversified investments, as information asymmetries and moral hazard are 

significantly increased (e.g. Cumming et al. 2016; Dai et al. 2012). On an operational level, distance 

makes it difficult for VCFs to attend board meetings and provide management support, making the 

VCF’s role less impactful and more detached from the venture (Chemmanur, Hull, & Krishnan, 2016; 

Gupta & Sapienza, 1992). In this sense, Dai et al. (2012) noted that geographical distance threatens 

the effective knowledge transfer from VCF to venture, thus lessening the applicability of a VCF’s 

competitive advantages and ultimately jeopardising VCF performance. Moreover, geographical 

distance also influences the relationship between the VCF and its network or syndicate partners in 

similar ways, hence reducing the potentially beneficial collaboration effects (Sorenson & Stuart, 

2001). This, combined with administrative costs such as travel costs and inefficient use of human 

assets, weighs on the profitability of the investment (Bernstein, Giroud, & Townsend, 2016; Bruton 

et al., 2005; Guler & McGahan, 2006). These significant transaction costs and the overall higher risk 

further increase the expected returns by VCFs, and thus effectively reduce the number of potentially 

attractive ventures abroad (Tykvová & Schertler, 2014). 

However, several authors have suggested that geographical distances have become of lesser 

importance following the development of communication methods and the speed of travel (e.g. Li et 

al. 2014; Madhavan & Iriyama 2009). Chemmanur et al. (2016) recognised that investments into 

countries with efficient travel connections from the VCF’s domestic country experienced a 
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significantly smaller impact of monitoring difficulties. This was also apparent in Aizenman and 

Kendall’s (2012) gravity analysis, as VCFs’ were more likely to invest in geographically close 

countries. Although, this result may have been influenced by supplementary cultural and institutional 

similarities. Nevertheless, research suggests that geographical distance amounts rather to a logistical 

issue that can be overcome with relative ease compared to network outsidership, cultural or 

institutional distances (Jääskeläinen & Maula, 2014; Li et al., 2014). 

2.1.3.2 – The institutional environment 
Literature using an institutional perspective on cross-border VC has so far been the most developed 

and comprehensive. This branch of research has developed relatively recently following a call to 

further emphasise the institutional perspective in cross-border VC by Wrigth et al. (2005). Authors 

have extensively debated the role of institutional distance in proliferating information asymmetries 

and uncertainty in VC investments (Moore et al., 2015; North, 1991; Scott, 1995).  Most notably 

Guler and Guillén (2010b; 2005) and Moore et al. (2015) have made important contributions to our 

current understanding of the institutional impact on cross-border investments by applying established 

institutional theories to the VC context. Significantly, research has focused on foreign legal, financial 

and cultural frameworks, and how these influence VCFs’ ability to operate. Guler and Guillén 

(2010b) suggested that institutional distances ultimately influence, which factors the VCF will focus 

on when screening potential investments. Institutional differences influence the mode of entry 

(investment, branch, syndication etc.), organisational arrangements and net investment performance, 

as they largely determine the transferability of the VCF’s core competencies (Moore et al., 2015). 

However, the majority of authors have analysed the influence of host-country institutions with little 

research investigating the impact of domestic institutions on the internationalisation of VCFs.  

Due to their nature between portfolio and direct investments, VCFs are often more heavily impacted 

by institutional differences than other types of investors (Cumming et al., 2016; Wright & Robbie, 

1998). VCFs’ ability to provide managerial knowledge and network related support is strongly 

dependent on contextual understanding and their legitimacy in the host-country (Moore et al., 2015). 

Thus, institutional distances might increase uncertainty at every stage of the investment cycle as 

screening, monitoring and governing are all influenced by a variety of contextual factors (Wright et 

al., 2005). Moore et al. (2015) analysed the European institutional environment for cross-border VC 

investments and recognised that from a VCF perspective, institutions play a threefold role in creating 

a favourable investment environment. Firstly, they support the creation of new businesses by 

facilitating innovation and providing a contractual framework to establish operations. Secondly, 
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institutions reduce personal risks associated with becoming an entrepreneur by offering clear rules 

and guidelines. Finally, they help investors to reduce uncertainties and information asymmetries, thus 

enabling the transmission of capital to entrepreneurs. Hence, institutional trust is one of the main 

preconditions for VCF’s foreign expansion (Guler & Guillén, 2010b; Hain, Johan, & Wang, 2016; 

Lingelbach, 2015). The complexity of cross-border VC investing has clearly encouraged authors to 

explore the internationalisation of VCF using an institutional perspective. Nevertheless, the automatic 

context-dependency arising from institutional studies should be considered when generalising 

research results to multiple countries. The following sections will synthesise existing cross-border 

VC research on legal, financial and cultural differences.  

2.1.3.3 – Legal institutions 
The host-country legal environment plays an instrumental role throughout the investment cycle in 

VCF internationalisation (Mäkelä & Maula, 2005; Moore et al., 2015). Several researchers have 

extended La Porta et al.’s (1999; 1998) work on investor protection in different legal environments 

internationally to cross-border VC transactions (e.g. Cumming et al. 2010; Bruton et al. 2005). It is 

particularly crucial that the legal environment provides adequate protection and enforcement of 

investors’ rights to reduce the overall risk profile of the investment (Bruton et al., 2005; Guler & 

Guillén, 2010b). This is further accentuated in emerging markets where legal remedies do not only 

protect VCFs from opportunistic behaviour by entrepreneurs, but also from unfair expropriation by 

governmental forces or local partners (Nahata, Hazarika, & Tandon, 2014). In countries with weak 

legal institutions many VCFs turn towards informal means, such as network pressures to enforce their 

contractual rights (Ahlstrom et al., 2007; Li et al., 2014). Overall distances in legal environments 

increase transaction costs throughout the investment process, and thus require higher expected returns 

from ventures (Alhorr, Moore, & Payne, 2008; Chemmanur et al., 2016; Hain et al., 2016). 

Legal institutions aim to provide a framework for managing principal-agent problems in VC 

investments and hence influence both sides of the equation (Cumming et al., 2010; Lerner & Schoar, 

2005). VCFs attempt to overcome institutional deficiencies by setting contracts that transfer venture 

control rights following the performance of the venture (Kaplan & Strömberg, 2002; Lerner & 

Schoar, 2005). Li et al. (2014) recognised that a VCF’s international experience strongly influences 

its ability to reduce the legal distance and to find alternative enforcement mechanisms to minimise 

agency costs. Similarly, Kaplan, Martel, and Strömberg (2007) identified varied contractual 

behaviour in foreign markets by VCFs and noticed that VCFs following their preferred contractual 

forms performed better abroad. In their study, especially experienced VCFs using US-style 
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contracting failed significantly less often than those that attempted to accommodate local frameworks 

(Kaplan et al., 2007). The significant interest in legal frameworks and contracting in foreign VC 

transactions highlights the heightened risk of agency-problems in distant markets. 

2.1.3.4 – Financial institutions 
Financial institutions act as backbone infrastructure enabling the development, growth and 

materialisation of entrepreneurial ventures in VC markets (Guler & Guillén 2010b; Black & Gilson 

1998). Capital markets in particular play an interactive role throughout the VC lifecycle as they enable 

VCFs to raise capital, encourage entrepreneurs to build ventures and allow VCFs to exit in a variety 

of ways (Lerner & Tåg 2013; Schertler & Tykvová 2011; Guler & Guillén 2010b). Alhorr et al. (2008) 

argued that the European VC market has especially benefitted from the economic and financial 

integration of markets with clear increases in regional VCF internationalisation. Lu and Hwang 

(2010) investigated the capital markets liability of foreignness (CMLOF) experienced by foreign 

VCFs in Singapore, and noted that well-known external VCFs use their ability to raise funds in local 

markets as a competitive advantage when investing in Singaporean ventures. Dynamic capital 

markets in host-countries allow certain cross-border VCFs to reduce institutional distances to local 

markets and gain a more prominent position from the beginning (Lu & Hwang, 2010; Schertler & 

Tykvová, 2012). This result was found to be consistent in developed and developing economies in a 

30-country study by Nahata et al. (2014). The source of funds, VCF’s reputation and cross-border 

investments are thus, closely linked to capital market performance in the host-country. 

2.1.3.5 – Cultural considerations 
International business literature has recognised the importance of considering cultural-cognitive 

dimensions of the foreign environment, as they often amount to the most influential and persistent 

distances in conducting cross-border business (Hofstede, 1980; North, 1991; Scott, 1995). In recent 

years, several researchers have answered to Wright et al.’s (2005) call for more in-depth research into 

the influence of cultural distance on cross-border VC (e.g. Moore et al. 2015; Li et al. 2014; Dai et 

al. 2012). Dai et al. (2016) analysed global VC transactions between 1996 and 2009, and noticed that 

the increased uncertainty arising from cultural differences is often demonstrated in the types of 

financial contracts applied, venture performance and confidence levels in each other. Several other 

studies have come to similar conclusions and highlighted the significantly increased level of 

information asymmetry due to cultural distance (e.g. Hain et al. 2016; Li et al. 2014). This was 

initially suggested by Sorenson and Stuart (2001) in their seminal study on geographical expansion 

of VCFs in the US, as they recognised the importance of homophily for forming relationships and 
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developing trust. A lack of cultural understanding and shared values leads to the sociological 

heterogeneity of actors in networks, potentially pushing the foreign VCF into a position of 

outsidership (Hain et al., 2016; Li et al., 2014). 

The extent to which these cultural and other social constructs, or informal institutions, influence VCF 

behaviour in a certain country depends on the reliability of the formal institutional framework 

(Ahlstrom & Bruton, 2006; Moore et al., 2015). The ensuing reliance on informal institutions 

increases uncertainty and significantly reduces cross-border investments, especially at seed and early 

stages where access to information is particularly opaque (Dai et al., 2012; Moore et al., 2015). These 

complications have been highlighted in several studies on the impact of cultural differences in Asian 

markets, which in the majority of cases have some level of instability in regulatory institutions 

(Ahlstrom et al., 2007; Dai et al., 2012; Huang et al., 2015). Indeed, the knowledge and networking 

capabilities, that VCFs usually rely on to make successful investments, transfer poorly into new 

cultural environments (Moore et al., 2015). 

Li et al. (2014) combined research on institutional and cultural distances in VC to gain economic and 

sociological insights into cross-border activities. They recognised that institutional and cultural 

distances influence VCFs differently in the foreign environment, and that cultural distances were 

significantly more difficult to overcome. Their results divided cultural challenges into three types of 

barriers to information sharing: communication, dissimilarity of values and the liability of 

outsidership. This is in line with Sorenson and Stuart’s (2001) suggestion that the highly networked 

nature of the VC industry emphasises the impact of a potential liability of outsidership. In 

international business literature, outsidership refers to the lack of network embeddedness which may 

create additional costs and complications for firms in international markets (Johanson & Mattsson, 

1988; Johanson & Vahlne, 2009a). Importantly, these challenges can take place between multiple 

actors in the foreign market, and are thus not limited to VCF-venture relationships (Hain et al., 2016; 

Moore et al., 2015). As a result, foreign VCFs may be left outside of information sharing networks 

and fail to gain support from market actors (Dai et al., 2012; Li et al., 2014). Similarly, Moore et al. 

(2015) found empirical evidence on the impact of culture on the VCFs ability to share value-adding 

knowledge for venture development.  

However, Nahata et al. (2014) suggested that cultural differences do not always have a net negative 

impact on cross-border VCF performance. They found empirical evidence on a positive relationship 

between cultural distance and investment success, and argued that in some cases VCFs made better 
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investments in foreign markets. The increased uncertainty in the unfamiliar environment incentivised 

VCFs to be more rigorous in pre-deal screenings, hence reducing the probability of poorly performing 

investments (Nahata et al., 2014). Similarly, Dai et al. (2012) found that in geographically and 

culturally distant markets VCFs tend to invest in ventures at later stages when information 

asymmetries and venture potential are less ambiguous. However, they focused on examining how 

developed economy VCFs perform in Asian markets potentially underscoring the influence of 

institutional factors. This variance in evidence could be due to the difficulty of accurately measuring 

cultural distance and trust. The majority of current research has attempted to study cultural distances 

using econometric methods, which may hide important personal relationships in VC transactions 

(Hain et al. 2016; Li et al. 2014). Overall, authors seem to agree that cultural factors impact cross-

border VC investing and increase the complexity of screening, monitoring and managing investments. 

2.1.3.6 – Summary of uncertainties in cross-border VC transactions 
 Institutional 
Geographical Regulative Cultural 
Ø Distance complicates 

important interpersonal 
contact 

Ø Monitoring costs increase 
Ø Influences both VCF-venture 

and syndicate relationships 
Ø Seen as an operational hurdle 

Ø Potential contractual 
challenges 

Ø Investor rights are very 
important 

Ø Dynamic financial markets 
needed for exit routes 
 

Ø Increases information 
asymmetries 

Ø Knowledge and networking 
capabilities may transfer poorly 

Ø May lead to network 
outsidership 

Ø Homophily plays an important 
role in cross-border VC 

Table 2 – Summary of uncertainties in cross-border VC transactions 

2.1.4 – Behaviour and capabilities for uncertainty mitigation 
Prior literature has also explored how VCFs attempt to mitigate the increased risks associated and 

ensure performance in cross-border investments. To a large extent,  VCFs rely on syndicates and 

networks, staging of investments, and leveraging industry experience and reputation to reign-in 

information asymmetries (Guler & McGahan, 2006; Tykvová & Schertler, 2014). Especially research 

on cross-border syndication and networking has developed in recent years following the seminal work 

of Sorenson and Stuart (2001) in the US (e.g. Zhang & Pezeshkan 2016; Tykvová & Schertler 2014; 

Guler & McGahan 2006). These studies have analysed cross-border VCF performance using network 

and social capital theories to understand how syndicates and other networks can help VCFs overcome 

transaction costs, and how they can enable the development of further competitive advantages in the 

foreign environment (Jääskeläinen & Maula, 2014; Tykvová & Schertler, 2014; Zhang & Pezeshkan, 

2016). Furthermore, authors have examined VCFs’ ability to build and acquire resources, such as 

country-specific or industry-specific experience, to further facilitate their foreign operations (De 
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Prijcker et al., 2012). Both of these approaches follow a similar logic to internationalisation theories 

developed in international business literature over the past decades (e.g. Dunning 2000; McDougall 

et al. 1994; Johanson & Vahlne 1977).  

2.1.4.1 – Syndication 
The terms networking and syndicating are often used interchangeably in VC literature (Jääskeläinen, 

2012). However, syndicates refer to the joint investment of two or more VCFs, whereas networks can 

also amount to non-financial collaboration and do not necessarily have to take place between VCFs 

(Jääskeläinen, 2012). Syndication helps VCFs spread investment risk, monitor ventures, share 

knowledge and capabilities, and gain access to new context-specific industry knowledge (Guler & 

McGahan, 2006; Jääskeläinen & Maula, 2014). In many ways, syndication is the equivalent of 

strategic alliances or joint ventures as it facilitates the achievement of shared objectives through 

information sharing (Wright & Lockett, 2003). Syndicates allow VCFs to leverage local knowledge 

for supporting the expansion of ventures to new markets and create additional value by combining 

information from various sources (Schertler & Tykvová, 2012). This allows VCFs to facilitate 

venture development using a more sophisticated knowledge-pool, and thus increase the probability 

of investment success (Guler & Guillén, 2010a; Guler & McGahan, 2006; Schertler & Tykvová, 

2012). Indeed, cross-border syndicates have been found to be more successful as they benefit from 

the complementary characteristics of foreign and local VCFs (Dai et al., 2012; Liu & Maula, 2016). 

The value of capability sharing is maximised in situations where institutional and cultural distances 

between the syndicating VCFs are moderate (Gu & Lu, 2011; Tykvová & Schertler, 2014). 

Jääskeläinen (2012) provided an extensive literature review on VC syndication and recognised that 

little research focusing exclusively on cross-border VC syndication has taken place. This gap in 

research has since attracted more attention as Tykvová and Schertler (2014) explored the moderating 

effects of networks and syndicates specifically in the context of increased information asymmetries 

in cross-border VC using a global sample of 48 countries. Similarly, Jääskeläinen and Maula (2014) 

considered the effectiveness of syndicates to overcome the LOF in cross-border investments using 

data on European VCFs. Both studies found evidence about the facilitating impact of local partners 

in foreign markets, with growing importance as geographical and institutional distances increase. 

Chemmanur et al. (2016) noted that syndicates are initially used to overcome barriers to entry. 

Particularly syndication with local VCFs helps to determine local venture quality and overcome 

institutional distances (Chemmanur et al., 2016; Devigne, Manigart, & Wright, 2016; Mäkelä & 

Maula, 2008). Furthermore, Tykvová and Schertler (2014) argued that the main motive for syndicate 
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investing with local VCs is to gain network centrality. Local VCFs help foreign investors to overcome 

social distances and improve relational embeddedness with industry players (Espenlaub, Khurshed, 

& Mohamed, 2014; Jääskeläinen & Maula, 2014). Once foreign VCFs have built reputation, 

knowledge and network embeddedness in the foreign market, they are less likely to syndicate as they 

have internalised the majority of a syndicate’s operational value (Chemmanur et al., 2016; Zhang & 

Pezeshkan, 2016). 

However, these results should also be considered in light of the contextual impact of the environment. 

Cross-border syndicates tend to take place in later stage deals, which already carry a lower level of 

uncertainty and higher performance (Espenlaub et al., 2014; Meuleman et al., 2017). Moreover, 

literature is somewhat divided on the effectiveness of cross-border syndicates to overcome cultural 

and institutional differences, especially in situations involving partnerships with emerging market 

and developed market VCFs. Contrary to the majority of prior syndication literature, recent studies 

have suggested that country-level differences significantly reduce the likelihood of syndication as 

foreign VCFs want to avoid multiple sources of cultural conflict (Dai & Nahata, 2016; Hain et al., 

2016; Liu & Maula, 2016). Managing the relationship with local VCFs can become cumbersome and 

create additional uncertainty. This has particularly been highlighted in studies examining the Chinese 

VC market (Hain et al., 2016; Huang et al., 2015; Zhang & Pezeshkan, 2016). Tykvová and Schertler 

(2014) made similar findings using a global dataset, suggesting that syndication helps to overcome 

geographical, but not institutional distances. They argued that the complications arising from 

institutional differences between syndicate partners will instil further barriers to the implementation 

of a VCF’s preferred governance mechanisms.  

2.1.4.2 – Networks  
VC investing is seen as a highly social business where networks, personal relationships and trust are 

used to overcome information asymmetries (Cumming & Dai, 2010; Wright & Robbie, 1998). 

Networks differ from syndicates in the sense that network relationships do not necessitate financial 

commitments or shared ownership (Guler & Guillén, 2010a). Moreover, they often involve market 

players from different industries, not limiting network members to VCFs (Guler & Guillén, 2010a; 

Iriyama et al., 2010). Networks help VCFs gain access to a more diversified deal flow, to assess the 

quality of ventures and support their growth (Mäkelä & Maula, 2005; Meuleman et al., 2017). Iriyama 

et al. (2010) analysed cross-border VC from an economic sociology perspective and argued that 

investment flows follow the development of human networks. In essence, they highlight the influence 

of relational trust on which ventures receive funding, even across national borders.  
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Although networks help overcome increased information asymmetries in foreign markets, they 

themselves can become a source of market distance in cases where VCFs lack network centrality 

(Jääskeläinen & Maula, 2014). Thus, the VCF’s ability to benefit from networks is strongly linked to 

the relational embeddedness achieved in the host-country (Jääskeläinen & Maula 2014; Guler & 

Guillén 2010a). Zhang and Pezeshkan (2016) noted that US VCFs in China often benefit from their 

reputation to gain higher network centrality when entering the Chinese market. Similarly, Hain et al. 

(2016) noted that network embeddedness is particularly important in markets where formal 

institutions fail to offer market stability and relational trust is used to mitigate information 

asymmetries. Guler and Guillén (2010a, 2010b) recognised network status and reputation as 

transferable competencies. They argued that the utilisation of a VCF’s domestic network position to 

overcome LOF can be seen as evidence of the impact of domestic advantages on internationalisation. 

Moreover, Cumming and Dai (2010) analysed the influence of local bias in the US between 1980 and 

2009, and recognised that more reputable, bigger and more experienced VCFs generally were more 

likely to broaden their geographical reach. They argued that these investments were often supported 

by their wider and geographically diversified networks that provided them with a larger deal flow 

and assistance with venture monitoring. Even though the study was focused on cross-state 

investments within the US, their results on the influence of VCF-specific characteristics in 

geographical dispersion have been echoed in some cross-border studies, and thus provide interesting 

insights for VCF internationalisation (Liu & Maula, 2016). Indeed, the ability to create trust between 

network actors and to leverage this beyond national borders seems to be a prerequisite for an effective 

VC network (Guler & Guillén, 2010a; Meuleman et al., 2017). Nevertheless, as with investments, 

large institutional and cultural distances between VCFs may hinder the network’s ability to forge 

necessary relational trust. Hence, VCFs rely on a multidimensional trust construct based on market 

reputation and personal trusted network connections when expanding their international connections 

(Guler & Guillén, 2010a).  

Although literature on cross-border VC networks and related syndication has developed significantly 

since the literature review provided by Jääskeläinen (2012), noteworthy limitations and gaps exist in 

our current understanding VC partnerships. The majority of authors use a single database, Thomson 

VentureXpert, as data source and focus on econometric modelling of networking or syndication on a 

global level (e.g. Chemmanur et al., 2016; Dai et al., 2012). This reduces the recognition of country-

specific differences in VC behaviour between culturally and contextually different VCFs. Moreover, 
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econometric modelling only explores outcomes and driving variables on a quantitative level and 

potentially ignores intricacies of personal relationships at the very core of networks. Extant studies 

develop associations between institutional environments and the existence or performance of 

syndicates, but largely ignore the context-specific influence on the micro-level. Moreover, with the 

exception of Mäkelä and Maula (2008), Jääskeläinen and Maula (2014) and Meuleman et al. (2017), 

studies are either using global datasets or explore large markets such as the US or China. This level 

of analysis lends very little attention to country-specific or firm-specific factors in the formation of 

cross-border networks and syndicates (for an exception see Liu and Maula (2016)).  

2.1.4.3 – Experience 
Literature has discussed the impact of prior experience and market knowledge on the success of cross-

border investments and a VCF’s propensity to engage in foreign markets (e.g. de Prijcker et al. 2012; 

Schertler & Tykvová 2012). De Prijker et al. (2012) used qualitative data from questionnaires in five 

European countries to inspect the impact of different types of knowledge on the cross-border activity 

of VCFs. They classified three distinct types of knowledge as experiential knowledge from prior 

investments, inherited knowledge ingrained in the management team and external knowledge gained 

through syndication. Other studies have also identified country-specific and industry-specific 

knowledge, and general international experience as VCFs’ knowledge resources (Hain et al., 2016; 

Li et al., 2014). Experience allows VCFs to better moderate the impact of a foreign institutional 

environment, and to overcome their LOF and LOO (De Prijcker et al., 2012; Zhang & Pezeshkan, 

2016). 

Particularly experiential and inherited knowledge are used to overcome challenges in international 

investments, assess opportunities and mitigate information asymmetries (De Prijcker et al., 2012). Li 

et al. (2014) used organisational learning theories to analyse the mitigation of distance-related costs 

and highlight the importance of adaptive capabilities arising from cross-border experiences. General 

international experience highlights the need for awareness towards distances, whereas country-

specific experience helps the VCF transfer capabilities to the market (Li et al., 2014). Several authors 

have found consistent evidence, with samples ranging from US-Europe (Li et al., 2014), US-China 

(Zhang & Pezeshkan, 2016) or only Europe (De Prijcker et al., 2012), of the importance of market 

knowledge in cross-border investments.  

Li et al. (2014) and De Prijker et al. (2012) highlight the importance of hiring managers with 

international experience to transfer capabilities and to overcome institutional hurdles through existing 
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personal relationships. This was also suggested in interview and questionnaire results analysed by 

Osnabrugge & Robinson (2001) in the UK, where high level of international experience and 

management education were common factors between VC hires. Managers’ domestic industry 

experience is valuable in order to mitigate industry-specific challenges, but international experience 

is needed to overcome intrinsic issues in foreign markets (De Prijcker et al., 2012). The more similar 

the VCF’s domestic market is, the more valuable their experience is in providing value-adding 

services to ventures (Schertler & Tykvová, 2012). This often leads to patterns of internationalisation 

as VCFs demonstrate persistence in their portfolio’s geographic scope by investing in countries where 

they already have experience (Schertler & Tykvová, 2012).  

2.1.4.4 – Industry knowledge and reputation 
Industry knowledge and technological expertise amount to specific resources used by VCFs to gain 

network centrality in foreign markets, thus acquiring reputation amongst local VCFs (Schertler & 

Tykvová, 2011). Seasoned funds with extensive industry-specialisation have shown lower 

behavioural investment biases and hence, have generally been able to maintain their performance 

consistency in foreign markets (Dai et al., 2012; Devigne et al., 2016). Similarly, Humphery-Jenner 

and Suchard (2013) found evidence suggesting that large VCFs with big management teams have in 

some occasions been able to leverage their knowledge resources and experience to perform well 

abroad, even in distant environments. This is especially significant for VCFs originating from mature 

VC markets as they have accumulated experience in venture management for specific industries 

(Chemmanur et al., 2016). Chemmanur et al.’s (2016) global study of local and foreign VCF 

complementarity identified that industry-specific expertise helps VCFs reduce uncertainty at the 

screening phase even in foreign environments and hence, reduce the overall risk addition of the 

foreign market. However, to our knowledge research has not specifically analysed industry-

specialisation strategies in internationalisation for VCFs, as theories in strategy and international 

business literature would suggest (e.g. Barney 1991; Dierickx & Cool 1989). 
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2.1.4.5 – Summary of international behaviour 
Syndication Networking Experience & reputation 
Ø Used to overcome entry 

barriers and gain local 
knowledge 

Ø Reduces investment risk and 
improves performance as a 
result of capability sharing 

Ø Helps to build reputation in 
the market as an initial step 

Ø Cultural distances within 
syndicates need to be low 

Ø Help with deal flow access, 
venture quality assessment and 
supporting venture growth 

Ø Often used to overcome weak 
institutions 

Ø Domestic network 
embeddedness a significant 
benefit in foreign markets 

Ø Market or international 
experience help mitigate 
uncertainties 

Ø Hiring managers with specific 
market knowledge  

Ø Industry expertise can help 
overcome initial challenges in 
foreign markets and build 
reputation 

Ø Industry expertise helps to 
reduce risks at the venture 
level 

Table 3 – Summary of international behaviour 

2.1.5 – Nordic VC 
Literature on Nordic VC has been relatively limited to date. The majority of studies have focused on 

VCF behaviour within the domestic industry and the characteristics of the respective markets. 

Research contributions have been heavily dominated by Finnish scholars. The Finnish cohort in VC 

literature has been led by Jääskeläinen, Mäkelä and Maula with studies in syndication, cross-border 

syndication and new venture internationalisation (e.g. Jääskeläinen, 2012; Jääskeläinen & Maula, 

2014; Mäkelä & Maula, 2006; Maula, 2010). Although some of their work has examined cross-border 

VCF behaviour, they have not prescribed any Finnish or Nordic traits of VCF internationalisation. 

Rather their studies have explored general VCF and syndicate behaviour using samples from the 

Finnish market (Mäkelä & Maula, 2005, 2006, 2008). Mäkelä and Maula (2008) recognised that due 

to the small size of the Finnish domestic market and the high quality of its innovative ventures, the 

Finnish VC industry has been intensified by the high level of foreign VC flows coming into Finland. 

Similar patterns were identified by Dahlstrand and Cetindamar (2000) in Sweden.  

Nevertheless, research seems to suggest that the Nordic VC industries are lagging in size and 

sophistication compared to the US and major European markets (Berg-Utby, Sørheim, & Widding, 

2007; Maula, Murray, & Jääskeläinen, 2007; Sjögren & Zackrisson, 2005). Maula et al. (2007) noted 

that this is natural following the later development of the industries. These results were highlighted 

by Sjögren and Zackrisson (2005), Berglund (2011), and Lerner and Tåg (2013) in comparisons with 

the US market. Sjögren and Zackrisson (2005) identified differences in financing preferences 

between US and Swedish small high-technology firms, arguing that these differences are mainly the 

result of the availability of finance. On the other hand, the role of Nordic governments in enabling 

the development of their VC industries and early stage ventures through innovation grants and 
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regulation has been recognised. This has especially been highlighted in studies that review the 

historical development of national VC markets in the Nordics (see Karaomerlioglu and Jacobsson 

(2000), and Sjögren and Jungerheim (1996) for Sweden, or Maula et al. (2007) for Finland). 

Dahlstrand and Cetindamar (2000) noted that in the 1990s the Swedish government took an active 

role in developing capital conditions for the VC industry by improving stock market regulation. This 

increased the attractiveness of VC for institutional investors in Sweden as exit opportunities and 

taxation were significantly improved (Dahlstrand & Cetindamar, 2000). Thus, literature has 

recognised that Nordic VC industries seem to attract attention from key institutional and market 

players.  

2.1.5.1 – Initial notes on some Nordic traits 
Some characteristics of VCF behaviour in their domestic markets have been identified and confirmed 

amongst Nordic VCFs. Berglund (2011) conducted 12 semi-structured interviews with early stage 

VCFs in California and Scandinavia to better understand VCF behaviour throughout the investment 

lifecycle. His study focused on behavioural differences at a general level, rather than in cross-border 

investments. Berglund (2011) found that Californian investors were more likely to behave as partners 

to ventures, whereas Scandinavian VCFs behaved more as distant investors. He also recognised that 

the small size of domestic markets in Scandinavia significantly influences behaviour by limiting the 

available quality of entrepreneurs and reducing the extent of VC networks. Similarly, Bryman, 

Cederberg, Ekström and Björnsson (2003) conducted case studies comparing activities performed by 

US and Swedish VCFs towards their ventures and recognised that US VCFs tend to have a more 

supportive role in building venture competencies than their Swedish counterparts. They suggested 

that discrepancies may be due to the level of development in VC networks. 

Moreover, Parhankangas and Hellström (2007) recognised that Swedish and Finnish VCFs 

significantly rely on industry and transactional experience when engaging in investments. Their result 

resonated with a previous study from De Clercq, Goulet, Kumpulainen and Mäkelä (2001) 

highlighting how Finnish VCFs utilised their industry experience to improve operational performance 

before diversifying geographically in the domestic market. Similarly, Christensen (2007) analysed 

the geographical diversification of Danish VCFs in Denmark and noted that VCFs usually developed 

industry specialisation before expanding their reach. This specialisation in industries helps the 

relatively smaller Nordic VCFs target their resources into one area of expertise and thus, increase 

their potential of adding value to ventures (De Clercq et al., 2001). The slightly discordant results in 

terms of value-adding roles in country-specific studies (Christensen, 2007; De Clercq et al., 2001) 
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and comparative studies (Berglund, 2011; M. Bryman et al., 2003), may be due to the relative 

comparison point taken by researchers. Domestic studies may be considering VCF behaviour 

compared to other financial investors, whereas cross-country comparisons have been contrasting 

results against the significantly more developed US VC market.  

Overall, literature on Nordic VC has been minimal with very little focus on the cross-border 

evolution, behaviour and strategy of VCFs. Moreover, the majority of studies have taken place during 

the first decade of the millennium and hence, to some extent, results may be outdated in a 

continuously developing industry. The below table offers an overview of reviewed Nordic literature 

and their main contribution (Table 4).  

Domestic industry Comparison with US Nordic sample 
Berg-Utby et al. (2007) Berglund (2011) Mäkelä & Maula (2005) 
Christensen (2007) Bryman et al. (2003) Mäkelä & Maula (2006) 
Dahlstrand & Cetindamar (2000) Jungman & Seppä (2004) Mäkelä & Maula (2008) 
De Clercq et al. (2001) Lerner & Tåg (2013) Parhankangas & Landström (2004) 
Isaksson, Cornelius, Landström, & 
Junghagen (2004) Sjögren & Zackrisson (2005) Parhankangas, Landström, & 

Smith (2005) 
Karaomerlioglu & Jacobsson (2000)  Parhankangas & Hellström (2007) 
Langeland (2007)   
Lehtonen & Lahti (2009)   
Maula et al. (2007)   
Sjögren & Jungerheim (1996)   

Table 4 – Overview of Nordic VC literature 
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2.2 – Theoretical foundations 
The below sections review internationalisation theories and complementary frameworks potentially 

relevant to this study. Given our focus on Nordic VCF internationalisation, we focus on identifying 

pertinent internationalisation theories and their components that could facilitate our understanding of 

foreign expansion in the Nordic VC context. The theories included in this review include gradual 

internationalisation models, early internationalisation, service internationalisation, and the resource-

based view and network view within the internationalisation context. Furthermore, we examine 

literature on home country-specific factors and summarise specifics on inherent uncertainties in 

internationalisation theories. Thereafter, the most relevant aspects of each theory are presented as a 

theoretical framework that will be used to guide our analysis in this study.  

2.2.1 – Internationalisation models 
Internationalisation theories have focused on explaining why and how firms engage in international 

operations (Aharoni, 1966; Dunning, 1993). Initial efforts to understand internationalisation 

behaviour concentrated on the MNE, and consisted of foreign direct investment and economic 

theories (Dunning, 1980; Hymer, 1976). Vernon (1966) suggested that firms follow economic cycles 

by exploiting their competitive advantages in different markets. Similarly, Hymer (1976) highlighted 

the MNE’s ability to leverage managerial control and monopoly power through firm-specific 

advantages internationally. Finally, Dunning (1980) combined ownership advantages together with 

locational factors and internalisation in his eclectic paradigm for internationalisation. Others have 

based arguments on internalisation theory and transaction cost economics, in which the MNE reduces 

transaction costs compared to exporting by internalising international operations (Anderson & 

Gatignon, 1986; Buckley & Casson, 1976; Fina & Rugman, 1996). Only when the benefits of going 

abroad outweigh the costs, MNEs engage in foreign expansion (Hymer, 1976). However, all of these 

studies have had an emphasis on physical assets and economic choices of the MNE, but have largely 

ignored human behaviour involved in internationalisation (Laanti, McDougall, & Baume, 2009). 

They have taken the MNE as a starting point, rather than explored how the company has developed. 

Indeed, Welch and Luostarinen (1988) recognised that while these theories have undoubtedly had a 

significant impact on the development of international business, they fail to account for a longitudinal 

view of the company engaging in internationalisation.  
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2.2.2 – Gradual models of internationalisation 
An alternative strand of internationalisation literature has considered a longitudinal approach by 

cogitating expansion as a staged model of internationalisation or an internationalisation process 

(Johanson & Vahlne, 1977; Johanson & Wiedersheim-Paul, 1975; Welch & Luostarinen, 1988). The 

staged model is based on the acknowledgment that foreign markets create significant uncertainties to 

firms on an operational level (Johanson & Wiedersheim-Paul, 1975). Johanson and Wiedersheim-

Paul (1975) suggested that these uncertainties amount to psychic distance that prevent or disturb 

information flows between the firm and market. They argued that these can be cultural or 

administrative (institutional), and are generally strongly correlated with geographical distances. Thus, 

companies initiate their foreign operations by operating first in countries that display minimal 

heterogeneity compared to their domestic markets, often geographically close countries (Johanson & 

Vahlne, 1977). In order to overcome psychic distances, companies attempt to gain additional 

information about foreign markets by engaging in gradual internationalisation (Johanson & Vahlne, 

1977; Johanson & Wiedersheim-Paul, 1975). In essence, the model explains internationalisation as a 

gradual process where firms gain knowledge about foreign markets by slowly increasing their 

commitment. The original study found empirical evidence on the behaviour of Swedish companies 

in moving through an establishment chain from no regular export activities, to exporting, to sales 

organisations and finally to wholly-owned subsidiaries (Johanson & Vahlne, 1977). This sequential 

internationalisation process is focused on organisational learning, where companies gain experience 

to overcome information frictions and increase market commitment (Fina & Rugman, 1996; 

Luostarinen, 1994).  

Despite its prominence in international business literature, the staged model has been subject to 

significant criticism over the years as the nature of business has evolved. The majority of criticism 

has been directed to its relative slowness and rigidity compared to empirically observed 

internationalisation patterns (McDougall et al., 1994; Westhead, Wright, & Ucbasaran, 2001). The 

model assumes that once internationalisation has begun it becomes irreversible, thus ignoring the 

dynamism of strategic changes (Knight & Cavusgil, 1996; Luostarinen, 1994). This proposition 

seems overly unyielding especially in the light of extensive literature on strategy-making (Reid, 

1983). Moreover, the lack of contextual considerations has been highlighted by literature suggesting 

that domestic environments significantly influence foreign expansion (Dunning, 2000; Porter, 1990; 

Welch & Luostarinen, 1993). Finally, the proximity driven pattern generally assumes that 

internationalisation takes place as companies follow demand to close markets, thus ignoring 
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alternative strategic motives (Benito, Larimo, Narula, & Pedersen, 2002). This criticism has been 

extensively supported by empirical evidence (e.g. Hellman 1996; Bell 1995). Internationalisation has 

become an accelerated phenomenon in many industries, and thus the theoretical perspective used to 

analyse firm behaviour should acknowledge its inherent dynamism (Benito et al., 2002; Luostarinen, 

1994; Westhead et al., 2001). Nevertheless, the concept of psychic distance and the acknowledgement 

of gradual, although not prescribed, commitment have been largely accepted (Andersen, 1993; 

Majkgård & Sharma, 1998; McDougall et al., 1994).  

An alternative process view of internationalisation was presented by Luostarinen (1994; 1979) in the 

so-called Finnish model, which attempts to account for criticism on strategic dynamism. The model 

is based on studies examining firms from Finland, a small and open economy (SMOPEC), and 

suggests a multidimensional perspective to internationalisation (Luostarinen, 1994). The Finnish 

model recognised the interplay of inward and outward internationalisation creating bidirectional 

dynamism in foreign expansion (Luostarinen, 1979, 1994). Welch and Luostarinen (1993) argued 

that the very first step of internationalisation takes place during interactions with foreign firms in the 

company’s domestic country. This was especially evident for industries in SMOPECs, which often 

lag behind the development of industries in large markets (Gabrielsson, Gabrielsson, Darling, & 

Luostarinen, 2006). Similar results were identified by Ohmae (1989) in Japanese supplier 

relationships. Thus, there may be wider strategic and contextual considerations attached to the 

internationalisation behaviour of the company even before a foreign expansion takes place, than what 

foreign direct investment focused theories or the staged model have suggested.  

2.2.3 – Early internationalisation theories 
Following an array of empirical evidence on stochastic, rather than gradual, internationalisation, the 

international entrepreneurship school has developed around dynamic newly established firms and 

argued for early internationalisation theories. This cohort suggests that internationalisation has 

changed with the emergence of born globals or international new ventures (from now-on early 

internationalising firms for simplicity) (Rialp, Rialp, & Knight, 2005). These companies represent 

organisations that from the inception attempt to develop competitive advantages for multiple 

countries (McDougall et al., 1994). McDougall et al. (1994) developed an explanatory framework, in 

which they highlight the influence of founding individuals that recognise the potential of international 

markets for sustainable innovation. They argue that compared to the staged model, where companies 

gradually develop international aspirations, early internationalising firms have a proactive 
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international strategy from the outset. This is often driven by the previous international experiences 

and connections of entrepreneurs (Madsen & Servais, 1997; Westhead et al., 2001). Knight and 

Cavusgil (1996) recognised that these firms are motivated to leapfrog internationalisation steps by 

serving niche markets worldwide, using networks at home and abroad, and leveraging a resource-

base of intangible capabilities. However, international entrepreneurship literature does not fully 

rebuke the validity of traditional internationalisation theories, but rather reframes and combines parts 

of original thinking behind the models (Bell, 1995; Coviello & Munro, 1995). Several of these 

theoretical contributions have been based on other recent developments in international business and 

strategy literature, such as the resource-based view or the network view (Rialp et al., 2005).  

The growth of the early internationalisation perspective has largely been due to changes in market 

conditions following the advancement of technology and transportation that has increased the 

specialisation of industries, hence creating a higher proportion of niche markets where domestic 

demand is insufficient (Andersson & Wictor, 2003; Knight & Cavusgil, 1996). As a result, firms from 

small domestic markets have developed a higher propensity to internationalise early than in larger 

countries (Madsen & Servais, 1997). Several studies have found empirical results to support these 

early internationalisation theories in different settings, suggesting that firms internationalise in ways 

not explained by gradual models (e.g. Bell, 1995; Bloodgood, Sapienza, & Almeida, 1996). Rialp et 

al. (2005) synthesised a list of internal and external factors of the firm that facilitate early foreign 

expansion into firm resources, and local and international networks. These factors highlight the more 

networked, connected and open nature of internationalisation put forward by early 

internationalisation theories than in traditional staged models.  

Criticism of early internationalisation theories has mostly been related to the wide range of different 

interpretations of the theoretical perspective, making it relatively broad. Moreover, the use of either 

the resource-based view or the network view as the backbone of early internationalisation has 

attracted questions about the level of complexity achieved by such analysis (Rialp et al., 2005). Rialp 

et al. (2005) recognised the value of both approaches in explaining early internationalisation, but 

suggested the use of a multi-framework perspective to gain a more comprehensive understanding of 

the dynamics of foreign expansion. Furthermore, literature on early internationalisation has had 

discrepancies in terms of which industries can experience early internationalisation. Some authors 

have retained the focus on high-technology ventures (Bell, Mcnaughton, & Young, 2003), whereas 

others have argued for universal application of the perspective (Madsen & Servais, 1997). The 
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discrepancy seems to arise from the contextual situation, as studies made in smaller economies tend 

to favour multiple sectoral settings. For the purpose of this study we follow Rialp et al. (2005) in 

recognising that early internationalising firms can be present in any industry.  

2.2.4 – Internationalisation of services and financial services 
Traditional internationalisation theories and to some extent early internationalisation studies have 

mostly based theoretical frameworks and empirical evidence on manufacturing firms. However, the 

human-intensive, intangible and highly customisable nature of many services has encouraged authors 

to explore internationalisation in the service setting (Riportella & Papis, 2001). Service 

internationalisation literature has largely argued that no new service specific internationalisation 

theories are necessary, but that differing characteristics of services compared to manufacturing 

companies should be accommodated (Boddewyn, Halbrich, & Perry, 1986; Hellman, 1996). 

Nevertheless, authors have noted that in most cases the staged model’s initial exporting phase is not 

applicable to services, as sales and production of the service are not separable (Sharma & Johanson, 

1987). Thus, service theories differ in the sense that internationalisation is not concerned with a 

transition from exporting to foreign operations, but focused on going abroad in the first place. This is 

somewhat transposed with early internationalising theories.  

However, Erramilli (1990) uncovered some variation in possible service internationalisation due to 

the heterogeneity of what is considered a service. He divided service types into hard and soft services 

according to the possibility of decoupling sales and production. Furthermore, he argued that hard 

services (decoupling possible) can be internationalised similarly to manufactured goods, whereas soft 

services warrant an alternative approach. Services and especially professional services (soft) often 

require proximity and continuous contact with the client, which is not possible through exporting 

(Erramilli, 1990; Sharma, 1994; Sharma & Johanson, 1987). This was also highlighted by Wright et 

al. (2005) in the VC context. However, service literature acknowledges the value of experience, the 

existence of some level of psychic distance in foreign markets and a gradual process of commitment 

suggested by the staged model (Engwall & Wallenstål, 1988; Erramilli, 1990; Majkgård & Sharma, 

1998). Similar to early internationalisation, service internationalisation theories do not rebuke the 

validity of prior frameworks, but rather adjust them according to the dynamics of a new context.  

Service internationalisation literature has generally emphasised the criticality of network views 

explaining the development of foreign market opportunities and resource-based views in executing 

foreign expansion (Sharma & Johanson, 1987; Westhead et al., 2001). Researchers have argued for 
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two main types of internationalisation efforts as being either customer-following (network-based) or 

market-seeking behaviour (resource-based) (Hellman, 1996; Majkgård & Sharma, 1998; Sharma & 

Johanson, 1987). Thus, service internationalisation literature overlaps in many respect with the early 

internationalisation perspective. Hellman (1996) noted that in customer-following situations 

companies follow their customers to foreign markets to retain relationship positions domestically and 

abroad. Hence, in these situations the choice of foreign market has largely been made by the end-

client rather than the service company (Hellman, 1996; Laanti et al., 2009).  

The degree to which service companies engage abroad depends to some extent on the international 

reach of their network (Majkgård & Sharma, 1998; Sharma, 1994). Firms benefit from the experience 

of their network partners and from the existing relationship to overcome new foreign challenges and 

establish operations with minimal delays (Majkgård & Sharma, 1998; Sharma & Johanson, 1987). 

Some empirical results support this view in the banking sector (e.g. Kindleberger 1983). On the other 

hand, service firms may complement their network-enabled expansion by relying on their resource-

based competitive advantages or ability to create new network relationship in additional foreign 

markets (Majkgård & Sharma, 1998). Erramilli (1990) argued that firms often need to develop a 

reputation in new markets using their firm-specific advantages that have been established in the 

domestic setting. However, in these situations firms may be exposed to contextual challenges relating 

to the applicability of their competitive advantages in the new environment. Hence, market-seeking 

behaviour in services is likely to resemble the staged model more closely as firms internationalise 

initially to markets with lower psychic distances (Engwall & Wallenstål, 1988; Howcroft, Ul-Haq, & 

Carr, 2011; Majkgård & Sharma, 1998). 

Moreover, literature on the internationalisation of financial services has identified provider-driven 

expansion as an additional expansion pattern (Engwall & Wallenstål, 1988; Hellman, 1996). Engwall 

and Wallenstål (1988) studied the internationalisation of Swedish banks and argued that their foreign 

expansion was concentrated in main financial hubs to attract new capital funds. They recognised that 

banks’ intermediary position in capital markets led them to internationalise in centres for the supply-

side, and at the same time play a strategic game against their competitors in the spirit of 

Knickerbocker (1973). These results were largely confirmed by Hellman (1996) in a Finnish banking 

study. Nevertheless, both studies acknowledged partial relevance of an incremental process of 

internationalisation and noted that in market-seeking cases banks initially entered markets with lower 

psychic distance to their domestic countries. This was especially evident in intermediary financial 
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services where competition is based on the level of capital available (Engwall & Wallenstål, 1988; 

Hellman, 1996). 

2.2.5 – The resource-based view in internationalisation theories 
Many scholars have based some inherent assumptions of service and early internationalisation 

theories on the resource-based view developed by Penrose (1959), Wernerfelt (1984) and Barney 

(1991). Barney (1991) argued that firms develop sustainable competitive advantages by acquiring 

and combining heterogeneous resources in ways that make them valuable, rare, inimitable and non-

substitutable. These distinctive capabilities provide firms the tools or firm-specific advantages that 

allow them to compete and overcome external challenges at home and abroad (Dunning, 2000; Zahra, 

Matherne, & Carleton, 2003). The resource-based view builds emphasis on the dynamism of firms 

and their ability to recombine their specific resources in international markets (Teece, 2007). 

Correspondingly, Welch and Luostarinen (1988) highlighted the crucial importance of dynamic 

resource development in firm internationalisation. This emphasises the prerequisite of accumulating 

core competencies for international competition. Companies tend to internationalise only once they 

possess firm-specific competitive advantages that provide them with the necessary value to overcome 

their LOF (Buckley & Casson, 1976; Dunning, 2000). Madsen and Servais (1997) recognised that 

especially human resources are a driving force in early internationalisation. Similarly, Rialp et al. 

(2005) developed an exploratory resource-based model of early internationalisation highlighting the 

role of multidimensional intangible resources for foreign expansion. They argued that firms leverage 

technological, organisational, relational and human capital in their internationalisation.  

The application of the resource-based view in international business has not been limited to studies 

reasoning for early and service internationalisation models. Peng (2001) noted that the resource-based 

view has become a leading framework in international business, with studies across the board arguing 

for the use of some aspect of firm-specific advantages to overcome additional uncertainties in 

international markets. This is evident when examining transaction cost economics based studies 

(Buckley & Casson, 1976), the eclectic paradigm (Dunning, 1980) or monopolistic power related 

literature (Hymer, 1976) on internationalisation and their emphasis on firm-specific advantages. 

These studies discussed resources as a solution to other challenges, whereas the resource-based view 

considers competitive advantages as main driving factors of internationalisation (Peng, 2001). 

However, the framework has attracted some criticism related to the broad definition of what 

constitutes a resource (Peng, 2001). Porter (1991) argued that the open definition complicates the 
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analysis of specific cases due to issues with consistency. Nevertheless, the resource-based view offers 

an attractive framework to analyse interfirm disparities in strategic management and expands analysis 

to incorporate all costs and benefits beyond the transaction level as usually considered in 

internationalisation literature (Barney, Wright, & Ketchen, 2001).  

The application of the framework has been limited in VC literature with regards to VCF behaviour. 

Fernhaber and Mcdougall-Covin (2009) applied it as a theoretical basis in their analysis of VCFs’ 

influence on venture internationalisation, but did not analyse the resource impact directly on VCFs’ 

internationalisation. Some studies have touched on the influence of VCF size, experience and 

reputation in cross-border VC, but have not examined their results by using the resource-based view 

(e.g. De Prijcker et al. 2012; Hall & Tu 2003). Wright et al. (2005) called for further studies in cross-

border VC using the resource-based view framework in order to better understand the extent of 

strategic diversity in foreign VCF operations.  

2.2.6 – The network view in internationalisation theories 
A complementary perspective to the resource-based view has been provided by the network view in 

internationalisation theories. Network views are strongly linked to social capital theory, which 

highlights the nature of resources as a sum of proprietary assets and network relationships that provide 

access to new resources even across borders (Bourdieu & Wacquant, 1992; Nahapiet & Ghoshal, 

1998). Nahapiet and Ghoshal (1998) argued that interorganisational relationships built on trust, 

identification and shared language facilitate a common path to shared goals at network level. Social 

capital refers to the reputation, connections and network trust experienced by the firm (Nahapiet & 

Ghoshal, 1998; Yli-Renko, Autio, & Tontti, 2002).  

Johanson and Mattsson (1988) developed the network view in the context of internationalisation. 

They stressed the significance of industrial networks for identifying new opportunities, gaining 

knowledge about international markets and facilitating internationalisation. Johanson and Mattsson 

(1988) criticised the stages model by arguing that firms rely on networks to internationalise and thus, 

internationalisation should be analysed at a network-level in addition to the firm-level. They argued 

that a firm’s level of internationalisation is influenced by the international reach of its network and 

its position within the network. Although their study mainly focused on industrial network 

relationships between manufacturers and suppliers, the complexity of establishing presence in a new 

market without network relationships has been strongly supported (Johanson & Vahlne, 2009b). 

Bodur and Madsen (1993) found empirical evidence of Danish firms being pulled to foreign markets 
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by their networks, and often to markets that would not have been considered the closest by psychic 

distance. These networks help companies overcome the initial knowledge barriers in terms of market 

connections, local rules and opportunities (Johanson & Mattsson, 1988; Madsen & Servais, 1997). 

The network view argues that interpersonal connections and company dyads enable and support 

firms’ international development by connecting relevant market players and thus, overcoming the 

need to gain personal market experience as suggested in staged models (Andersson & Wictor, 2003; 

Johanson & Mattsson, 1988; Majkgård & Sharma, 1998). Empirical evidence by Andersson and 

Wictor (2003) highlighted the role of personal networks in the fast internationalisation of 

entrepreneurial cases in Sweden. The increased attention and criticism towards the staged model 

resulting from network studies, prompted Johanson and Vahlne (2009) to revisit their model in order 

to adjust for network characteristics. Their restructured internationalisation model argued that today’s 

networked business environment warranted a focus on overcoming network outsidership in addition 

to some characteristics of psychic distance in foreign markets. However, their model largely retained 

the gradual succession of internationalisation stages. Networks, syndication and their role in VCF 

behaviour have been extensively studied in domestic and cross-border settings (Guler & Guillén, 

2010a; Iriyama et al., 2010; Mäkelä & Maula, 2005). However, researchers have explored networks 

from the perspective of personal relationships, dyadic connections and sociology rather than 

analysing their impact on VCF internationalisation.  

2.2.7 – Inherent uncertainties in internationalisation 
The discussed internationalisation theories acknowledge the existence of inherent uncertainties in 

foreign markets in terms of institutional (North, 1991), psychic distances (Johanson & Vahlne, 1977) 

and network outsidership (Johanson & Vahlne, 2009b). These market-based and social actor 

differences create complications in the form of LOF, LOO and geographical distances when operating 

in foreign markets (Ghemawat, 2001; Kostova & Zaheer, 1999a; Zaheer, 1995). Kostova and Zaheer 

(1999) argued that the challenges and costs firms face when entering international markets are due to 

their LOF, which limits their understanding of institutional, cultural and social aspects of the host-

country. Moreover, firms may experience LOF by being left out of business networks, struggling 

with government officials or facing toughened competition from domestic players before they have 

established trust and reputation amongst local market players, and gained necessary knowledge to 

operate (Kostova & Zaheer, 1999b). Indeed, network access and embeddedness are additional sources 



 
49 

of uncertainty in foreign markets amounting to LOO, which constrains operations due to the lack of 

local relationships and network connections (Johanson & Vahlne, 2009b).  

Contextual uncertainties commonly denoted by institutional theory and often the source of additional 

transaction costs were initially discussed by North (1991). He deliberated the impact of formal (legal, 

administrative, etc.) and informal (cultural, societal, etc.) institutions on business strategy. Scott 

(1995) further classified institutions into regulative (laws), normative (norms) and cultural-cognitive 

(frames of meaning) dimensions. In essence, institutional theory acknowledges that organisational 

behaviour is not always rational, but takes into account conventional beliefs and cultural norms of 

the business context (Meyer & Rowan, 1977; Scott, 1995). Internationalisation theories in general 

recognise these complexities as assumptions of inherent uncertainties in foreign markets, that firms 

ought to overcome to be successful. Although not the primary focus of this study, institutional theory 

together with considerations of network outsidership have an instrumental role in understanding 

internationalisation theories in the wider context.  

2.2.8 – Home country-specific factors in internationalisation theories 
International business literature has also recognised that a company’s internationalisation behaviour 

is often influenced by the domestic environment, as the ownership advantages used for international 

strategies tend to reflect location characteristics in the home market (Benito et al., 2002; Porter, 1990; 

Rugman & D’Cruz, 1993). These acknowledgements build on economic geography literature, which 

posits that economic, entrepreneurial and technological factors of the domestic country significantly 

influence the growth and competitive advantages of local firms (Porter & Sölvell, 1998). The extent 

of these factors to the benefit of the local firm has a central role on the form and reach of 

internationalisation (Narula, 2002). Domestic environments influence how firms build and sustain 

their firm-specific competitive advantages (Porter & Sölvell, 1998). In some cases, firms’ 

internationalisation is based on domestic country asset specialisation, leading to niche market 

strategies  (Cantwell & Narula, 2001). Porter and Sölvell (1998) argued that this is emphasised when 

the specialisation happens around intangible assets as firms develop specific cluster knowledge. 

Although the majority of these studies have again based their theoretical conceptualisations on 

manufacturing firms and factors, such as ability to gain economies of scale (Rugman & D’Cruz, 1993) 

or innovation (Porter & Sölvell, 1998), the foundational recognition of domestic influence has been 

applied in a multitude of settings.  
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Porter’s (1990) seminal work on the national advantage of firms posited that firms use locational 

advantages of their country-of-origin to develop innovation for global markets. He argued that the 

domestic environment has to be beneficial to the company’s industry in terms of factor conditions, 

demand conditions, related and supporting industries, and the nature of rivalry, in order for a firm to 

develop competitive advantages. Porter (1990) highlighted the government’s role as an indirect 

catalyst of innovation and the development of companies. In this sense, the domestic market plays a 

continuous role in the internationalisation efforts of firms (Bellak & Cantwell, 1997; Benito et al., 

2002; Porter, 1990). Even though Porter’s (1990) framework has been criticised for being too focused 

on national interests and ignoring the role of neighbouring countries for small open economies 

(SMOPECs) (Rugman & D’Cruz, 1993), the notion of country-specific conditions influencing 

international success has been largely accepted. 

Researchers have especially focused on examining the specific challenges experienced by firms from 

small domestic markets (Bellak & Cantwell, 1997; Laanti et al., 2009). These studies have noted that 

the difficulty of achieving economies of scale and resource accumulation in the domestic market 

forces firms to internationalise faster than would be expected following traditional 

internationalisation theories (Benito et al., 2002; Laanti et al., 2009). Luostarinen (1994) argued that 

firms in SMOPECs focus on niche markets to maximise the utilisation of their limited resources when 

engaging in foreign expansion. Indeed, authors have recognised that firms from SMOPECs follow 

alternative paths to those suggested by traditional internationalisation theories (e.g. Gabrielsson et al. 

2006).  

Empirical research on the internationalisation patterns of firms from SMOPECs highlights the 

endogeneity of country-specific factors influencing company behaviour. Benito et al. (2002) studied 

the internationalisation of large companies from Denmark, Finland and Norway, and argued that the 

influence of the domestic market is increased in SMOPECs. Boldt-Christmas, Jacobsen and Tschoegl 

(2001) suggested that firms from SMOPECs engage in strategic alliances with each other to overcome 

resource constraints. Hence, lending similarities to network views in early internationalisation 

theories. Luostarinen and Gabrielsson (2006) argued that firms in SMOPECs focus on building highly 

specialised technological and managerial capabilities to enter niche markets. This was also identified 

by Walsh (1988) who contended that a small domestic market may not allow firms to develop 

advantages in process technology, but can create specialisation in product innovation. In this sense, 

internationalisation patterns may also be technology-seeking if the domestic knowledge-pool does 
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not offer access to the right capabilities (Benito et al., 2002). Furthermore, authors have underlined 

the significant supporting role of governments in SMOPECs (Boldt-Christmas et al., 2001; Laanti et 

al., 2009). This is especially substantial in industries where regulation plays an important role, such 

as in financial services (Boldt-Christmas et al., 2001).  
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2.3 – Theoretical framework  
The present study explores the internationalisation of VCFs from Nordic countries, with a specific 

focus on motives to engage in cross-border investments and behaviour in the foreign market. Our 

theoretical framework follows the multi-theoretic traditions of international business by integrating 

key insights from several branches of internationalisation theory, and their interplay with network 

and resource-based views. This approach differs from prior cross-border VC literature, which has 

often relied on agency and institutional theories to investigate internationalisation in the context of 

macro-level differences in host-countries (Ahlstrom & Bruton, 2006; Wright et al., 2005). We build 

on existing theories by identifying overlapping and complementary constructs in various branches of 

internationalisation theory and applying them to the VC context. 

Although approaching internationalisation from partially different historic environments and with 

diverse assumptions, gradual (Johanson & Vahlne, 1977), early (McDougall et al., 1994) and service 

internationalisation (Erramilli, 1990) theories hold several commonalities. This is mainly due to their 

mutual goal of explaining why firms internationalise and how they do so. Authors from each 

theoretical branch have recognised and discussed the existence and impact of additional uncertainties 

in foreign markets. These have mostly been deliberated as arising from the host-country environment 

in the form of administrative, economic and geographical distances, or from socio-cultural factors, 

such as network relationships and cultural differences. Generally in literature these have been referred 

to as psychic distances (Johanson & Vahlne, 1977), institutional distances (North, 1991; Scott, 1995), 

LOF (Zaheer, 1995) and LOO (Johanson & Vahlne, 2009b). However, intricacies within the why and 

how firms internationalise, whilst considering these host-country uncertainties, have been the main 

source of debate between internationalisation theories. On a firm-level, the network view and the 

resource-based view have been utilised by these internationalisation theories to explain the 

international behaviour of firms within the setting of foreign expansion. Moreover, further theoretical 

contributions have considered the influence of country-specific factors in the firm’s domestic market 

on firm behaviour, especially in SMOPECs. This additional dimension provides an interesting angle 

to explore internationalisation with a more context-specific empirical approach.  

As demonstrated by extant internationalisation theories, foreign expansion is the result of 

multidimensional considerations on firm, domestic and host-country level. The underlying 

characteristics of VCFs as financial intermediaries and knowledge providers indicate a need to 

consider their internationalisation using multiple approaches. Therefore, a holistic theoretical base 
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covering the context, motivation (why), challenges and behaviour (how) is necessary for a thorough 

understanding of Nordic VCF internationalisation. In this study, our theoretical framework is mainly 

based on theories about country-specific factors, early internationalisation theory and service 

internationalisation theory (table 7). Moreover, some supporting concepts and foundational thinking 

have been included from gradual internationalisation theories, the resource-based view and network 

view. This combination of internationalisation theories allows for the examination of managerial 

implications arising from important connections between micro-level and macro-level factors, 

currently not well understood in cross-border VC literature.  

Theoretical approach Application in the present study 

Country-specific factors For the analysis of the domestic market’s potential influence on 
internationalisation; specifically the domestic industry’s competitiveness 

Early internationalisation For the analysis of strategic motives and behaviour to achieve 
internationalisation; specifically global mind-set, specialisation and network 

Service internationalisation For the analysis of strategic motives and behaviour to achieve 
internationalisation;  specifically market/customer motives and reputation 

Network view Supporting role: Network views to international behaviour 
Resource-based view  Supporting role: Resource-based views to international behaviour 
Gradual internationalisation Supporting role: Concepts of accumulated learning in internationalisation 

Table 7 – Application of the selected theoretical approaches in the present study 

In order to structure our investigation and facilitate argumentation, we constructed a conceptual 

model of internationalisation which we divided into four main areas of interest for this study: (1) 

domestic market influence on internationalisation, (2) strategic motives for internationalisation (why), 

(3) cross-border uncertainties (how) and (4) international behaviour (how) (Figure 4). These four 

areas of interest emanate from our theoretical foundations, as they attempt to uncover the why and 

how of internationalisation, and consider the influence of the domestic market. We use our theoretical 

framework to analyse each area of interest and consider internationalisation theories holistically, 

including their inherent assumptions about foreign market uncertainties. During this analysis, we 

retain the perspective of the Nordic VCF to understand the strategic internationalisation decisions 

they are faced with. 
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Figure 4 – Conceptual model 
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3 – Methodology 
The below sections outline our philosophical and methodological choices following Saunders, Lewis, 

and Thornhill's (2012) ‘Research onion’ approach, which depicts a holistic overview of the layers 

involved in each choice. This guide to our research methodology is divided into four parts: research 

philosophy, research design, data collection and data analysis. Our methodological choices are driven 

by our research questions, and go from broad thinking to a more specific and applied analysis.  

3.1 – Research philosophy  
Research philosophy refers to the assumptions and beliefs about the development of knowledge 

(Saunders et al., 2012). In other words, research methods are linked to the researcher’s philosophical 

assumptions guiding the interpretation of social reality and processes examining it (Bryman & Bell, 

2015) Burrell and Morgan (1979) classified the nature of assumptions into ontological, 

epistemological or axiological. At multiple stages of our research we are making assumptions, which 

inevitably influence how the research question is understood and shape our methodological choices, 

research strategy, data collection and analytical procedures (Johnson & Clark, 2006; Saunders et al., 

2012). Therefore, it is important to understand which assumptions are made in order to design a 

coherent and credible research project where all elements of research have the right fit (Johnson & 

Clark, 2006; Saunders et al., 2012).  

3.1.1 – Philosophical assumptions 
Ontology determines how the researcher sees the world and discusses the assumptions about the 

nature of reality and perception of the research objects (Duga, 1990). These objects can be inferred 

as individuals, management, organisations or even events (Saunders et al., 2012). Our ontological 

assumption is realism, which accepts that reality is layered between the empirical, the actual and the 

real. Thus, in order to understand what is true one needs to investigate beyond what can be seen with 

the senses. In our case these are VCFs and the people that work within them, their exposure to the 

market and phenomena in question. Thus, VCFs exist and are independent from our perception. 

Moreover, epistemology can be understood as what constitutes the acceptable, valid and legitimate 

knowledge and how it can be communicated to others (Burrel & Morgan, 1979). Business and 

management is generally considered multidisciplinary, meaning that knowledge can appear in several 

forms, such as visual, textual or numerical data and still be considered legitimate offering the potential 

of a wide range of acceptable methods (Niglas, 2010). We assume an epistemological relativism, 
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which implies that knowledge is historically situated, and the social facts and constructions are 

influenced by the people that compose them. We study the VC industry in one specific point in time, 

but recognise that it has developed over time. We are also interested in the individual person’s 

interpretation working within the VCF in order to understand the behaviour behind the VC industry 

in one specific region. 

Finally, axiology refers to the values and ethics involved in the research process, which influence 

how researchers deal with their own values and those participating in the research (Heron, 1996). We 

are aware that the role of our values is present and might cause bias through our views of the world. 

Our interest in VC, our academic background and our Nordic cultural background may have an 

impact on the methods chosen, as well as, the interpretations of information. This may have an impact 

on the legitimacy we attribute to methods and how we value people’s personal experiences working 

within VCFs, as well as, our interest in studying the Nordic region. However, having acknowledged 

this potential bias, we aim to minimise it from this study by staying as objective as possible. 

3.1.2 – Critical realism 
As a result of our ontological, epistemological and axiological assumptions, we follow critical realism 

as our philosophical standpoint for this study. This philosophy aims to explain the structures which 

shape what is observable (Saunders et al., 2012). Critical realism stands in middle ground between 

the scientific-like methods of positivists where facts, numbers, laws and generalisations are favoured 

and the subjective views of postmodernism where opinions, narratives and context are preferred 

(Reed, 2005). Therefore, in this study we find ourselves in the middle between the extreme forms of 

objectivists and subjectivists. However, we attempt to stand closer to an objectivist point of view 

since we see VCFs and markets as external and independent from social actors. Reality is the most 

important consideration for our philosophy, as it involves causal structures and mechanisms 

(Flentwood, 2005). In addition, realists see reality as external and independent but cannot directly 

access it only through observations and knowledge, since senses can deconstruct reality and hide the 

true meaning of what is perceived (Reed, 2005). According to Bhaskar (1989) researchers are only 

able to understand the social world if the underlying social structures are understood. Thus, critical 

realism aims to give an explanation for observable organisational events, such as VCF 

internationalising, by looking into the causes and mechanisms for which social structures influence 

organisational life (Reed, 2005). These structures are not apparent through observable patterns only, 

but they can be seen through practical and theoretical work of the social sciences (Bhaskar, 1989).  
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Therefore, in order to understand the internationalisation of Nordic VCFs, we need to go deeper than 

the observable patterns and dive into, not only theoretical findings, but also practical aspects and 

specific knowledge of VCFs. In our case, we are interested in creating new knowledge of this reality 

by exploring current theoretical understanding and gaining insights into the experiences of specific 

VCFs in a particular region. This can help us understand our reality with a relatively objective point 

of view, but does not enable us to create laws or generalisations for all VCFs or all markets. Despite 

the potential axiological bias, we aim to be as objective as possible and thus stay true to our critical 

realism philosophy.  

3.2 – Research design 
 

3.2.1 – An abductive approach 
Three main approaches to theory development have been put forward by researchers: deductive, 

inductive and abductive methods (Saunders et al., 2012). Considering a researcher’s approach to 

theory helps to understand which research design is the most appropriate for the underlying study 

(Bryman & Bell, 2015). In some cases, using a combination of approaches is possible and even 

advantageous (Ketokivi & Mantere, 2010). Deductive approaches move from theory to data, whereas 

inductive do the opposite by moving from data to theory. Finally, abductive approaches combine both 

approaches in an iterative process moving back and forth between theory and data, as more 

information is gained during the study (Suddaby, 2006). Due to the still nascent nature of cross-border 

VC literature and the very limited academic focus on the Nordic environment, our research is mainly 

concerned with a will to gain a deeper understanding of the underlying phenomenon 

(internationalisation of Nordic VCFs) in this particular contextual environment. Hence, our study 

does not aim to verify theory (deductive) or generate completely new theory (inductive). As a result, 

we opted for an abductive approach enabling us to modify existing theory or, in our case, applying 

existing theory into a new unexplored setting (Saunders et al., 2012).  

Van Maanen, Sørensen and Terence (2007) argue that an abductive approach generally begins with 

a surprising fact. In our case, this came from the identified double uncertainty, arising from opaque 

VC investments and internationalisation. This incited us to look for answers in existing cross-border 

VC and internationalisation research. Reviewing prior literature enabled us to identify a gap in cross-

border VC literature and deduct a series of research questions to be further explored. We utilised this 

knowledge-base to derive and design our initial data collection method focused on aspects of theory 

to be explored. We then conducted an initial analysis of the data using our conceptual model and 
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theoretical foundations, before slightly modifying our data collection method according to our 

understanding of the phenomenon at that point in time. Thus, the subsequent data collection reflected 

our evolving knowledge about the topic area based on the interplay of empirical data and theory. This 

process was repeated iteratively by moving back and forth between theory and collected data. A more 

detailed description of our iterative process can be found below (Figure 5). 

 
Figure 5 – Abductive process followed in this study 

3.2.2 – Qualitative research 
Following our research philosophy and the nature of our research context, we chose to conduct a 

qualitative study. Our research questions explore the why and how Nordic VCFs internationalise from 

their domestic contexts and thus, require a research methodology that enables us to gain an in-depth 

understanding of circumstantial factors. Moreover, the majority of VC research has focused on 

describing what VCFs do, rather than why they behave as they do (Berglund, 2011; Wright et al., 

2005). Quantitative and econometric research methods have been used extensively in prior literature, 

prompting authors to highlight the need for further qualitative studies (Callagher, Smith, & Ruscoe, 

2015; Wright et al., 2005; Wright & Robbie, 1998). A qualitative research method allows us to gather 

primary data from individuals themselves in VCFs and gain in-depth knowledge that cannot be 

inferred from quantitative data or prior qualitative datasets from other regions. Furthermore, even 

though qualitative research is usually used with an inductive approach to develop new theory, the 

nature of an abductive approach allows us to combine both methods optimally (Van Maanen et al., 

2007; Yin, 2014). We aim to gather relevant qualitative data in order to answer our research questions 

in the study’s contextual environment and contribute to knowledge. Thus, having a thorough 

understanding of the research participants and existing conceptual frameworks is important to identify 

the theoretical contributions of the underlying study (Bansal & Corley, 2011). 

3.2.3 – Exploratory and explanatory research  
The purpose of a research study can be explanatory, exploratory, descriptive, evaluative or a 

combination of these (Saunders et al., 2012). Our study combines exploratory and explanatory 

research to facilitate the generation of a theoretical contribution in our research context. Given the 

abductive character of our study, we intend to substantiate theory in a novel setting where information 
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availability has been limited and we attempt to ask open questions to discover new relevant insights 

about the cross-border behaviour of Nordic VCFs. This follows the nature of an exploratory study, 

which aims to clarify the understanding of a certain issue or phenomenon (Saunders et al., 2012).  

Exploratory research can be implemented in multiple ways, of which the two most common are to 

examine prior literature and to conduct in-depth interviews with experts (Bryman & Bell, 2015). 

Thus, we are exploratory when analysing prior literature and throughout the process of data 

collection. The exploratory character of our study supports the abductive process as it provides 

flexibility when new information is gathered. Moreover, our study has an explanatory character as 

we attempt to identify and understand some causal relationship between variables identified 

throughout the investigation. This can be seen in the analysis section where we attempt to explain our 

findings by applying our theoretical framework to identify causal relationships in our data. As a result, 

we aim to identify and understand VCF behaviour on a broader level (exploratory), and concurrently 

explain the relationships between different variables on a more granular level (explanatory). 

3.2.4 – Research strategy 
Research strategies refer to methodological bridges between philosophical choices, data collection 

and methods of analysis (Denzin & Lincoln, 2011). Identifying a research strategy helps us to achieve 

greater rationality throughout our research design, leading to a coherent investigation of our research 

questions. In this study we follow grounded theory to guide our qualitative research, as it enables us 

to benefit from rich qualitative input (Glaser & Strauss, 1967). Although grounded theory is 

particularly used to create new knowledge or theories, it can also be used to provide new insights into 

existing research (Charmaz, 2011; Eisenhardt, 1989; Suddaby, 2006). Moreover, even though 

grounded theory is mostly used with an inductive approach, some researchers suggest that an 

abductive approach is advantageous since different theories from different schools of thought can be 

combined (Kelle, 2007; Timmermans & Tavory, 2012). In addition, Kelle (2007) suggests that 

researchers always have to consider prior theoretical knowledge so as to understand, describe and 

explain empirically observed social occurrence thus criticising a pure inductive approach. Therefore, 

we are able to benefit from grounded theory while having an abductive approach (Bryant & Charmaz, 

2007; Hyde, 2000; Strauss & Corbin, 1998). 

Due to the deeply established nature of internationalisation theories we are confident of their 

applicability to VC. We aim to explain Nordic VCF internationalisation by grounding ourselves in 

prior well-established internationalisation and cross-border VC literature. This theoretical grounding 
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allows us to apply existing theories into new settings in order to uncover novel facets of these 

theoretical foundations (Goldkuhl & Cronholm, 2010). Therefore, we do not aim to generate new 

theories from the data, but rather attempt to apply existing knowledge to a new contextual 

environment to uncover novel empirical findings.  

3.3 – Data collection 
The majority of cross-border VC literature has attempted to analyse investment flows with 

econometric methods, using data mainly from Thomson Venture Xpert and Bureau van Dijk’s Zephyr 

(e.g. Li et al., 2014; Schertler & Tykvová, 2012). Moreover, research has been overwhelmingly 

conducted on data focusing on the US (e.g. Guler & Guillén, 2010), China (e.g. Zhang & Pezeshkan, 

2016) or a global aggregate level (e.g. Aizenman & Kendall, 2012). This has prompted authors to 

demand for further research on the internationalisation of VCFs using qualitative methods and 

analysing these phenomena in new empirical settings (Wright et al., 2005). We attempt to contribute 

to this gap by exploring the internationalisation of Nordic VCFs through semi-structured interviews 

with professionals in the Nordic VC industry. Subsequently, the unit of analysis in our study is the 

internationalising VCF. In this study, we conducted individual semi-structured interviews with a total 

of 10 professionals working in Nordic VCFs to understand and explain Nordic VCF 

internationalisation. Data from the interviews was analysed on an ongoing basis in order to generate 

potential insights for new interviews and to enrich our abductive approach. Our study follows a mono-

method data collection methodology and cross-sectional time horizon, as all interviews were 

conducted within May and June of 2018.  

The Nordic countries have been performing strongly in terms of established ventures, VC flows and 

venture valuations in recent years, hence suggesting a dynamic VC environment (KPMG, 2017b). 

Within the Nordics, the Danish, Finnish and Swedish VC industries have seen a 34%, 46% and 67% 

increase in new investments respectively, in the last four years amounting to a new all-time high for 

the region (NVPI, 2016). This growth in the pool of entrepreneurs and VCFs, together with small but 

open domestic markets, provide an intriguing environment to explore. The small size of the region’s 

domestic markets offers the possibility to analyse concepts previously identified in cross-border VC 

literature in a clearly differentiated contextual setting.  

3.3.1 – Semi-structured interviews 
The choice of style between structured, semi-structured and unstructured interviews largely depends 

on the end goals of the study and the nature of the research questions under consideration (Goldman 
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& McDonald, 1987; McCracken, 1988). It is important to base the interview method on the strengths 

and limitations that each method has to offer (Douglas, 1985; Fontana & Frey, 1998; Kvale, 2007). 

Interviews focus on the knowledge and experience of the interviewee to uncover private or unique 

views in order to gain insights that would not be accessible using quantitative data (Andersson, 2004; 

Saunders et al., 2012). Hence, interviews can be more valuable when the interviewee is given an 

opportunity to elaborate on concepts, topics and answers in relatively free discussion (Bryman & 

Bell, 2015).  

Following the exploratory and explanatory research type of our study, semi-structured interviews 

were deemed to offer the optimal balance between free elaboration of topics and guided structure to 

retain consistency within the sample of interviews. Semi-structured interviews encompass a prepared 

list of questions, which are guided by general themes and intertwined with follow-on probes in order 

to gain more elaborate responses and drill down on specific answers (Alvesson & Deetz, 2000). This 

makes them often a highly convenient and effective way to gather data on the most pertinent topics 

with the discussion (Qu & Dumay, 2011). The less specific nature of semi-structured interviews 

allows interviewees to be less influenced by our research topic and thus, highlight their insight on 

what they consider valuable information (Qu & Dumay, 2011). Moreover, as the majority of 

interviews involved top-management of the VCF, semi-structured interviews enabled us to focus on 

the most pertinent areas identified in the literature review during the limited time available. All 

interviews were recorded and subsequently transcribed within a few days of the interview taking 

place.  

3.3.2 – Sampling 
Our study relies on a non-probability sampling technique, as we applied a specific set of criteria to 

identify potential interviewees amongst the pool of VCFs in the Nordics. This method follows 

judgmental sampling or purposive sampling, as the sample is selected according to the level of 

knowledge and professional judgment of the interviewee (Strauss & Corbin, 1998). Judgmental 

sampling can enable more accurate results, but has also been criticised for the difficulty of measuring 

its reliability and bias since answers depend on the experience and point of view of the interviewee 

(Glaser & Strauss, 1967; Trevino, den Nieuwenboer, Kreiner, & Bishop, 2014). Moreover, the 

purpose of this sampling technique is to assist us in answering our research question adequately rather 

than achieving a population representation (Charmaz, 2011; Strauss & Corbin, 1998; Suddaby, 2006). 

Hence, we spent a considerable amount of time screening VCF teams to ensure that the sampling 
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consisted of the most suitable individuals. In most cases, we were able to identify relevant VCFs 

through desk research by analysing information from their websites. We identified the pool of 

potential VCFs to examine against our criteria by consulting the websites of national VC associations. 

Given the regional focus of our study, we relied on member listings by the VC associations of 

Denmark (DVCA), Finland (FVCA) and Sweden (SVCA). Once a VCF passing our criteria was 

identified, we investigated team members to select a suitable contact person. We looked for 

experienced investment managers, partners or CEOs. The below table summarises our screening 

criteria for VCFs in our sample (Table 8).  

Criterion Comment 
Nordic headquarters This study focuses on the Nordic region 

Institutional VCFs VCFs funded by family-offices, governments or corporates 
were not included 

Prior cross-border investments VCF experience with internationalisation was a 
prerequisite 

Seed, start-up, early stage, growth stage All investment stages traditionally defined as VC were 
included (Aizenman & Kendall, 2012) 

Any industry (specialised or generalist) VC industry specialisation was not considered relevant for 
this study, as we explore Nordic VCFs overall 

Table 8 – Sampling criteria 

In order to increase our potential response rate, we contacted prospective interviewees directly by 

email and when possible through introductions from our professional networks. In total, we contacted 

65 VCFs in the Nordics and received 10 positive answers for interviews, giving us a 15% response 

rate. Interviews with VCFs located in Copenhagen were conducted in person, whilst those abroad 

were completed by phone or Skype. All interviews were scheduled to last 30 minutes, but almost all 

exceeded this time as interviewees were interested in sharing their insights. Overall, our research 

efforts were positively received and several individuals that declined due to time commitments 

requested a copy of the final paper. This clearly demonstrates the need for further research in cross-

border VC and the pertinence of the topic to professionals in the field. After completing all scheduled 

interviews, we decided to remove the data collected in two interviews from our final data set. Their 

characteristics were considered borderline on some of our sampling criteria, and thus were deemed 

outliers. Even though both of these interviews provided some interesting insights, we concluded that 

the remaining eight interviews allowed us to achieve theoretical saturation and improve the accuracy 

of our results (Strauss & Corbin, 1998). The composition of our final sample is summarised below 

(Table 9). 
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 Denmark Finland Sweden 
Seed 0 0 1 
Start-up 2 2 1 
Early stage 1 0 1 
Growth stage 0 0 0 
Total 3 2 3 

Table 9 – Composition of our final sample 

3.3.3 – Interview question formulation 
Our set of interview questions were developed around key areas identified in the literature review 

and our ensuing theoretical framework, with the aim to answer our research questions as effusively 

as possible. For this reason, deep knowledge of the literature was necessary prior to outlining the 

interview topics (Doyle, 2004; Qu & Dumay, 2011). Lofland and Lofland (1995) noted that interview 

questions should allow enough flexibility for open discussion by avoiding specific and leading 

formulation. When structured around topic areas, these questions facilitate the simultaneous 

extraction of interviewee expertise and focus on fulfilling the underlying purpose of the interview 

without losing a natural flow of discussion (Bryman & Bell, 2015; Lofland & Lofland, 1995). Indeed, 

we emphasised the discursive nature of our interviews in order to ensure an open flow of discussion 

and at the same time directed questioning to four key areas. In addition, interviewees were informed 

about the confidential treatment of data and subsequent reporting of results. This has been found to 

allow interviewees to be more open and feel less constrained by confidentiality issues that may arise 

while disclosing information (Alvesson, 2003). Furthermore, even though all interviews were 

performed in English and all participants had a similar cultural background, the interpretation of 

words and meanings could have different cultural undertones (Qu & Dumay, 2011). Therefore, we 

ensured that the vocabulary in interviews was clear and commonly used in the VC context to facilitate 

an objective interpretation of the conversation.  

Our questions were divided into: Nordic VC market characteristics, strategic motives for 

internationalisation, cross-border uncertainties and international behaviour. This division was kept 

unmentioned to interviewees to avoid structuring, limiting and swaying answers in the interview 

process and was rather used as a rough guideline when ensuring that all areas of interest were 

deliberated. A similar approach was applied by Berglund (2011) in his study using semi-structured 

interviews in a comparative setting between US and Scandinavian VCFs. Moreover, within each area 

our follow-on questions were designed to prompt discussion around more fine-grained concepts 

identified in the literature review. For example, institutional differences were mentioned if the 

interviewee did not provide any insights in their initial answer. This ensured that any potentially 
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intriguing details were not discarded due to oversight (Lofland & Lofland, 1995). In cases where the 

interviewee mentioned a new area of interest not previously covered in the literature review and our 

areas of interest, we asked further follow-on questions to explore its relevance for our research 

questions. This flexibility of our semi-structured interviews enabled us to gain deep insights from 

interviewees even on topics that were not fully considered at the initial stages of research. 

Furthermore, before each interview we conducted desk research on the interviewee and the VCF in 

question to better understand the context of the discussion. We studied the VCF’s current portfolio, 

recent exits, investment strategy, international market presence, fund size, source of funds, and the 

educational and professional background of the interviewee. Moreover, we utilised the gained 

knowledge to decide the order in which topic areas were discussed. This enabled us to begin the 

conversation with appropriate language and personalised examples to ensure a relatable context for 

the interviewee, relaxing the interview setting.  

3.3.4 – Interview questions 
The below set of interview questions were used to guide the discussion during our interviews (Table 

10). The division of questions into our main sections was guided by our literature review and our 

theoretical foundations in internationalisation theories. All interviews were ended with Trevino et 

al.’s (2014) open question which allows the interviewee to give his/her perspective: “What do you 

think I should have asked you about that I have not? If I really want to understand your role, what 

should I have asked that I did not?” (p. 204). Each main question (in bold) was followed by probes 

(in bullet points) in cases where we felt that the interviewee may have omitted some dimensions of 

their answer. Moreover, following our abductive approach we slightly modified the wording and 

weighting of sections between each interview as a result of our understanding of the topic at that point 

in time. This iterative process ensured that each subsequent interview provided additional insights to 

answer our research questions. 
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Table 10 – Interview questions 

  

Section 1 – Nordic VC market characteristics 
1. How do you think the government is helping Nordic VC industries to grow? Why? 
- Do you see any impact on your growth possibilities as a result of the innovation support given by 

Nordic governments?  
2. What role does the culture of innovation and entrepreneurship play in assisting Nordic VCFs 

internationalise? 
3. In your opinion, are there any differences in starting positions between Nordic and non-

Nordic VCFs? 
Section 2 – Strategic motives to internationalise 

4. What is your view on internationalisation of Nordic VCFs? 
- Could you provide us a short overview of your involvement in it? 

5. What are you trying to achieve when investing abroad? What is your motivation? Why? 
- Return 
- Network expansion 
- Knowledge / experience expansion 
- Complementarity to current portfolio firms 

6. What if you only invested in your domestic country? 
- Is there enough demand from entrepreneurs? 

7. What about the internationalisation needs of your ventures? 
- Do you stay as an investor all the way through? 

8. What is your competitive advantage? How do you achieve it? 
- What do you see as the main competitive advantage of Nordic VCFs? 
- What advantages do you think being a Nordic VCF gives you?  

9. How do you develop your capabilities? 
- How do you develop your industry / international experience? 

Section 3 – Cross-border uncertainties 
10. How does your current investment focus limit you? Why not invest beyond it? 
- Why do you only invest in Europe? 
- Why have you set on that focus? 

11. How do you overcome additional uncertainty in cross-border investments?  
- Could you provide an example? 
- How do you utilise your network? 

12. How do you deal with geographical distance between yourself and your portfolio company?  
- How do you collaborate with local VCFs (if any)?  

Section 4 – International behaviour 
13. How do you expand your network in countries to support your investments? 
- What type of network partners offer you the best support in managing your companies at distance? 

14. Can you elaborate on your cross-border investment process and initiatives? Who initiates 
them? 
- Can you describe more your syndicate behaviour?  
- Have you ever experienced cultural complications within syndicates? 
- Do you attempt to gain more reputation by investing in syndicates? 

Trevino et al. (2014) – The interviewee’s perspective 
15. “What do you think I should have asked you about that I have not? If I really want to 

understand your role, what should I have asked that I did not?” 



 
68 

3.4 – Thematic analysis  
The data collected from our interviews was subsequently analysed following thematic analysis. 

Thematic analysis can be applied with a realist philosophy and is a foundational method for 

qualitative analysis, which can lead to rich descriptions and explanations of factors influencing human 

behaviour (Braun & Clarke, 2006). This compliments our grounded theory strategy and allows us to 

analyse robust qualitative data with significant flexibility. Moreover, this approach enables the 

integration of related data from multiple interview transcripts in order to identify themes and patterns 

that facilitate the in-depth exploration of our research questions.  

In order to analyse our data, we generated a list of quotes by coding every interview transcript. Some 

of our codes were data driven and then bundled together in our own terms, particularly when we 

encountered information which we could not relate directly to theory. Moreover, in some cases, codes 

followed in-vivo terms used by the interviewees, and another number of codes were influenced by 

our prior knowledge of theory (Braun & Clarke, 2006). As we analysed more data, we gained new 

insights from existing codes while also generating new codes until we reached theoretical saturation. 

At this point, new interview data ceased generating new relevant properties for our codes (Braun & 

Clarke, 2006).  

While developing new codes, we found ourselves going back to previously coded transcripts to re-

code some of the quotes and thus engage in a process of constant comparison, which ensured cross-

transcript consistency in the coding of our data (Braun & Clarke, 2006). It is relevant to highlight that 

all transcripts and codes were analysed and reviewed by both researchers for consistency and put into 

a Microsoft Excel file for easy access to information. Some codes appeared at numerous occasions 

and showed occurrence of phenomenon, while others were less frequent or demonstrated little 

significant insights. Most frequently repeated and detailed codes were prioritised when creating 

themes and developing analysis. After coding every interview, a total of 572 quotes were grouped 

into 91 codes and later re-organized into 11 themes (Table 11, Section 4). After an initial analysis, a 

secondary screening of all quotes was made with the purpose of finding connections between themes 

and identifying details with inferred insights to the behaviour of VCFs that might have been left out 

in the initial analysis due to oversimplification of data. This additional layer of data analysis enabled 

us to include insights that enrich the understanding of VCF behaviour and deliberation of our research 

questions. 
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3.5 – Quality of research design 
Research quality and reliability are key concerns when developing a research design in academic 

literature (Saunders et al., 2012). However, commonly used measures of replicability and validity are 

not optimal ways to assess the quality in qualitative research (Saunders et al., 2012). The aim of this 

paper is not to create generalisations and therefore replication, but to offer a transparent exploration 

of cross-border VC in the Nordic context. By working towards transparency, we attempt to increase 

the study’s credibility and quality (Lincoln & Guba, 1985). To this end, we have attempted to provide 

consistency by describing our detailed methodology, research design, interview questions and 

methods of analysis. Moreover, throughout the research process we emphasised the study’s internal 

validity by having both researchers attend all interviews, record interview discussions, share notes 

and personally transcribe all recordings. Our efforts follow the concept of transferability, which 

implies that by providing a full description of the research questions, design, context, findings and 

interpretations, we offer the reader an opportunity to judge the transferability of this study to other 

settings (Guba & Lincoln, 1989; Saunders et al., 2012). Thus, we are confident that by following the 

detailed methodology other researchers could explore the VC market in other regions and achieve 

pertinent research results. 

3.5.1 – Ethics  
Our research is subject to Copenhagen Business School’s ethical codes of conduct. Throughout this 

research paper we have acted openly, presenting truthful information and promoting accuracy. All 

participants of this research acted voluntarily and were informed of the purpose of the study when 

giving their consent. We have ensured confidentiality and anonymity throughout the paper, and this 

has upheld throughout the data collection, analysis and discussion of our study. 

3.6 – Limitations 
We are aware that our research may have at least the two following limitations. Firstly, given the 

explorative nature of our study, the validity of our results needs to be established in future studies. 

Due to the absence of extant research in Nordic VCF internationalisation and the limited literature in 

cross-border VC in general, an explorative character was deemed most appropriate for our study. This 

allowed us to gain in-depth insights from VC professionals and enabled us to potentially uncover 

novel characteristics about the internationalisation of Nordic VCFs. However, due to our limited 

sample (eight interviews), findings may only cover a small proportion of potential answers to these 

pertinent questions. Furthermore, the self-reported data in interviews may reflect interviewees’ 
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selective memory or exaggeration. Although we attempted to limit this type of subjective bias by 

relying on theoretical saturation and theoretical grounding during our analysis, we cannot be sure of 

the objectivity of our results. Similarly, our own views may have influenced the results, despite all 

efforts made to remain objective. Nevertheless, these limitations are common in explorative studies 

and have been previously noted in VC literature (Berglund, 2011). Further studies are required to 

evaluate our results.  

Second, our final sample was composed of Nordic VCFs investing in seed, start-up and early stage 

ventures, with the majority focusing on seed and start-up deals. Thus, our sample did not include a 

representative from VCFs investing in expansion stage ventures. This imperfection of our sample 

may have had an impact on our results, as prior studies have suggested investment stage related 

differences in internationalisation behaviour (Hall & Tu, 2003). Nevertheless, the composition of our 

sample was the result of a random selection within our purposive sampling independent from us. Our 

initial interview invitation rounds included all Nordic VCFs recognised by their respective country 

associations. Similar, challenges have been experienced in VC literature by Mäkelä and Maula 

(2005). 
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4 – Results 
The aim of this study is to explore and explain the internationalisation of Nordic VCFs using 

theoretical foundations from internationalisation literature. In order to gain deep insights from experts 

in the industry, we gathered a considerable amount of data through eight semi-structured interviews. 

The following section presents our findings and analysis grouped into 11 themes identified during 

our thematic analysis. Our analysis is based on the theoretical framework provided by our multi-

theoretic review of internationalisation theories. In cases where the analysed data touched on multiple 

themes, the most relevant classification on a holistic level was followed. Instead of treating themes 

in isolation, we further organised them under four categories following our conceptual model arising 

from our theoretical foundations and the structure used in our interviews: Nordic VC market 

characteristics, strategic motives for internationalisation, cross-border uncertainties and international 

behaviour (Table 11). This facilitates a more structured analysis of the data.  

C
at

eg
or

y 

Nordic VC market 
characteristics 

Strategic motives for 
internationalisation 

Cross-border 
uncertainties 

International 
behaviour 

Th
em

e Local VC industries Deal flow Cultural and 
administrative Resources 

Government Venture growth Network outsidership Network 
 VCF Strategy Geography Syndication 

Table 11 – Thematic categorisation of data 

Specific quotes are used to offer richer illustrations of main concepts and pertinent details within 

themes. For the majority of themes, results were relatively homogenous between interviewees. In 

cases where different opinions and experiences were identified, our results section presents both sides 

of the argument. Furthermore, each category is followed by a short synthesis of the results in 

corresponding themes to facilitate a higher level conceptualisation of the main findings (Figures 6-

10). Finally, this section ends with a summary of our results and answers to our research questions.  
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4.1 – Nordic VC market characteristics 
The impact of market characteristics on VCF investing in all Nordic countries was largely discussed. 

VCFs saw Nordic VC significantly influenced by the maturity of the national VC industries and 

government initiatives. 

4.1.1 – Local VC industries 
The Nordic VC industries were seen as young and lagging compared to US and European markets, 

which in turn had an impact on fund sizes, LPs’ willingness to invest in VC and VCFs’ capabilities. 

This influence of domestic market dynamics on Nordic VCFs’ investment behaviour was expected, 

as suggested by theories on country-specific factors. Firms originating from SMOPECs often 

experience resource shortages and struggle building sufficient economies of scale to operate in 

foreign markets (Benito et al., 2002). Our findings demonstrate the complex starting position of 

Nordic VCFs in international markets, as they are limited by a lack of investment resources and 

shorter records of past performance to build their reputation on. This is especially meaningful in VC, 

as fundraisings are generally built on reputation and personal relationships. The overall domestic 

market environment is still developing towards conditions where Nordic VCFs can benefit from 

sufficient industry competitiveness for forming competitive advantages (Porter, 1990).      

VCF – 6 “Well I suppose there is a reason for that as well the funds are small because the investor 

is young. No one wants to put hundreds of millions into a new team. They want small tickets 

to get things going and make them have a track record and maybe the next fund will be 

larger and larger. The same thing has happened in the US.” 

VCF – 8 “However, looking at the Nordic VCFs they are much more like the old fashion way, they 

think it needs to take 3 years or 5 years to reach a certain level, you need to go through 3, 

4, 5 financing rounds in order to be where they are.  Whereas the global ones, they don’t 

have a problem.”  

As a result, most Nordic VCFs lamented the lack of reputation and track record compared to some 

VCFs in the US, and thus the difficulty of raising large funds. Small funds complicate operations in 

foreign markets as Nordic VCFs struggle to gain relevance amongst larger competitors and are limited 

by the higher valuations of large markets. All but one interviewed Nordic VCF were funded by local 

or regional LPs, hence limiting potential investment scope to regional markets where valuations are 

more affordable. This demonstrates the repercussions of deficient supporting industries in domestic 
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markets on the VCF’s ability to build competitive advantages for foreign markets (Porter, 1990). The 

degree of structural adolescence in Nordic VC industries is highlighted by comments about the 

availability of venture money for VCFs and the inexperience of LPs. As intermediaries between LPs 

and ventures, VCFs are open to multifaceted influences in cases where supporting industries are 

deficient or transitioning.  

VCF – 2 “One big difference with London is that you have these very old VCFs. They have been in 

for so many years, so they are really established in the whole European ecosystem and there 

is no such thing in the Nordics, even the best and the longest…are very small compared to 

the big guys. (…) They have very different access. If there is a Berlin company they can get 

themselves employed just by looking at the Berlin scene or maybe the German scene, while 

the Nordic VCFs will have to do a lot more work to get into the same deal flow position. So 

that’s one of the advantages of what they have compared to Nordic VCFs.”  

VCF – 1 “Very often they (Nordic VCFs) are dominated by government money. So they are dominated 

by a political agenda, but usually don’t have the competencies that other VCFs have…It’s 

really a dilemma. They get government money, $10m maybe that’s the size of their fund. 

(…). So in many ways you create this level of small size VCFs that really cannot attract the 

right people and they cannot follow on the investments…” 

4.1.2 – Government 
The government plays an important role in the Nordic VC ecosystem by providing funds and soft 

loans to entrepreneurs. This was seen as a supportive factor for VCFs and a certain advantage of the 

Nordic markets. Government support at the very early stages of venture development allows VCFs 

to invest into companies that have crossed the most difficult early stages, and in most cases have 

managed to do so without the complex involvement of business angels. Interviewed Nordic VCFs 

agreed that without the government’s assistance deal flow would dry out and leave very few potential 

ventures to invest in. 

VCF – 4 “I think it is a huge investment for society in general that you have a lot of start-ups, and 

then for our perspective the more start-ups we have the more potential investment cases we 

will have at the stage we are looking at. So, there is definitely impact because there is a lot 

of companies that wouldn’t have been able to take the first steps if it wouldn’t be for the 

Capnova contribution or other kind of loans…” 
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VCF – 1 “What is somewhat particular in the Nordics is that all Nordic countries are very active on 

innovativeness or public R&D. You can get a lot of government aid, subsidies for R&D, 

education is very high, particularly in ICT and life science industries. People are super 

talented, and they can just start their own business instead of going to Maersk or Nokia…”  

These findings are strongly in line with international business literature on SMOPECs, which has 

emphasised the role of governments in helping local companies overcome the challenges of small 

markets (Welch & Luostarinen, 1988). The Nordic governments act as catalysts of innovation in 

ventures and help them, and as a result help local VCFs, to move to higher levels of competitive 

performance (Porter, 1990). These results confirm the positive evolution of the Nordic VC industries 

with an emphasis on increasing interest in VC funds by enabling higher demand development from 

ventures. Particularly the focus on innovation and creating niche expertise from the bottom-up was 

emphasised by interviewed VCFs. These initiatives help Nordic markets overcome some of the 

deficiencies in domestic demand conditions, by offering a basis for building alternative foci in 

international markets (Porter, 1990). Indeed, specialisation into specific industries or industry niches 

is often one of the main competitive tools used by early internationalising firms especially from 

SMOPECs (Madsen & Servais, 1997). 

 

Figure 6 – Synthesis of our results on Nordic VC market characteristics 

  

The relative youth of Nordic VC industries had a multidimensional impact on the 

internationalisation behaviour of the Nordic VCFs we interviewed. The somewhat inexperienced 

LPs have limited capital for VCFs, leading to insufficiently small funds for valuations in larger 

foreign markets and a regional character of investment. This complex starting position is common 

in SMOPECs as firms struggle to achieve scale in the domestic environment. Nevertheless, our 

findings highlight the role of Nordic governments in supporting the development of local VC 

industries, especially by providing alternative capital to early stage ventures. This form of 

governmental involvement helps firms in SMOPECs to reduce the negative impact of the small 

market and focus on specific expertise. Interviewees generally considered governmental efforts 

in promoting innovation from bottom-up as a strength of the Nordic VC environment, as it 

facilitates the development of high-quality early stage ventures for VCFs to invest in and as a 

result increases LPs’ interest in VC.   
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4.2 – Strategic motives for internationalisation 
The overarching theme within this category of analysis was return on investment and the 

multidimensional impact of internationalisation in achieving this consistently. Across the board, the 

main motivation to engage in cross-border investments was related to achieving higher returns. Many 

interviewees justified their answer by recognising that optimising returns was their duty as a financial 

intermediary.  

VCF – 1 “I mean we are a commercial venture fund. Return is the only important thing.” 

VCF – 6 “Well certainly for investors the key motivation is good returns, otherwise no one would 

expand their geography”  

Furthermore, VCFs broke down the prospect of higher returns into two main dimensions: the number 

of initial investments done by the VCF and the growth opportunities of their portfolio ventures. These 

two were also discussed in relation to fund characteristics, strategic choices and competition.  

4.2.1 – Deal flow 
All interviewed VCFs were concerned with the size of the Nordic venture market. Even though 

Nordic countries have been at the top-end of ventures per capita in Europe, the pool of high-quality 

deals is still limited due to the size of the overall market. The emphasis on gaining additional deal 

flow demonstrates the necessity to internationalise due to the low demand conditions in Nordic VC 

industries. Thus, Nordic VCFs see the VC market as international from inception (McDougall et al., 

1994). They acknowledge that in order to operate profitably they will have to engage in international 

transactions and in most cases look for deal flow abroad. Furthermore, entering these markets through 

initial investments corroborates the anticipated market-seeking nature of Nordic VCF 

internationalisation, as advocated by service internationalisation theories (Majkgård & Sharma, 

1998). Hence, the internationalisation of interviewed Nordic VCFs seems to be at least partially 

motivated by gaining access to more demand and guided by a perception of foreign markets as an 

inevitable necessity. 

VCF – 2 “We just need more deal flow to make the math work. To find enough good companies that 

we can invest in, and I think for the rest of VCFs it’s the same, they need a certain amount 

of deal flow from wherever to invest in a certain number of companies. For us 

internationalisation, if I want to summarise it, is because we need a good amount of deal 

flow and we can’t get it in the Nordics given our scope and investment structure.”    
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VCF – 1 “We are raising a new fund now…then we would have 4 years to make let say 14 

investments. That is not possible in Denmark alone. I mean we could do it, but not the quality 

that meet our criteria. So the answer to your question, we would not be able to deploy this 

amount of capital into Denmark, which I think is a good reason for why we invest abroad.”  

Moreover, interviewees discussed how industry or vertical specialisation of VCFs further reduces the 

available pool of demand within small markets and acts as a catalyst for foreign expansion. A deeper 

sector focus means a lower pool of companies in the Nordics to invest in, and hence VCFs need to 

broaden their geographical scope. This suggests that the interviewed Nordic VCFs attempt to 

overcome the influence of their small domestic market by specialising, and hence forming 

competitive advantages for internationalisation in niche markets. In turn pushing them to 

internationalise earlier. This confirms the early internationalisation mentality of Nordic VCFs, as they 

cultivate specialised capabilities to compete in foreign environments (Madsen & Servais, 1997). 

Moreover, developing knowledge-based competitive advantages clearly reveals the importance of 

knowledge capital in VC investing and refutes the possibility of exporting VC services as a whole 

(Erramilli, 1990). Thus, the early and service internationalisation theories seem to be conceptually 

more in line with our empirical data on Nordic VCF behaviour than the staged model. 

VCF – 6 “So you can be a generalist and work locally, but if you say that you have very good 

experience in a specific industry, that we are looking only to mobile games or we are 

focusing only on IOT technology…then you say that Finland is too small of a country. There 

will not be enough deal flow, so you have to go to a wider geographic scope.” 

VCF – 1 “All these markets are too small that you could actually focus on one single area. If someone 

thinks they can only invest in let’s say wind power, there’s probably 10 or 12 companies to 

invest in the Nordics so it’s too narrow to invest.” 

Although the lack of deal flow in Nordic countries was generally perceived as a push-factor, in some 

cases VCFs noted that their specific knowledge also served as a magnet for ventures looking to bring 

value-adding expertise to their firms. Therefore, VCFs that get approached by foreign ventures for 

their specific capabilities experience pull-effects for internationalisation. This demonstrates the long-

term value of building competitive advantages in niche markets, especially for VCFs coming from 

SMOPECs (Cantwell & Narula, 2001; Madsen & Servais, 1997). Moreover, we see this as further 

confirmation of the early internationalisation mentality of Nordic VCFs as they seem to develop 

specific expertise that offers them the opportunity to compete in foreign markets from inception 



 
77 

(Knight & Cavusgil, 1996). Indeed, a few VCFs recognised the value of this when taking advantage 

of cyclical industry developments between countries. They noted that an increased reputation in 

specific industries and capabilities to take advantage of cyclical opportunities help them during 

internationalisation. These niche markets were often focused around technology and digitalisation as 

a result of the Nordic region’s strengths in area. Thus, some notions of domestic country-specific 

factors were observable within VCFs’ choice of strategies (Porter, 1990). The Nordic VCFs’ specific 

capabilities could be seen as motives and tools to follow early internationalisation strategies.  

VCF – 4 “In every investment it’s not just the VCF that picks the company they want to invest in, it 

also the company that picks the VCFs that they want as an investor. And then of course it 

depends on the capabilities that you bring to the table.” 

VCF – 3 “Well I think the Nordics fortunately have been at the forefront of digitalisation or the 

digital transformation that is happening now. So, there’s a lot of experience in the Nordics 

that I think can be put into work elsewhere, so that’s an advantage.”   

4.2.2 – Venture growth 
The small Nordic market was seen as a challenge for venture growth and scalability by all 

interviewees. Venture growth is the cornerstone of VCFs’ own profitability. Hence, VCFs discussed 

the follow-on cross-border investments they engage in when helping their existing portfolio ventures 

to grow in foreign markets. This often meant that VCFs were internationalising at a similar speed 

with their ventures. These findings confirm the presence of customer-following internationalisation 

within Nordic VCFs and the plurality of VCF motivations to internationalise (Engwall & Wallenstål, 

1988; Erramilli, 1990). The size of Nordic markets makes customer-following internationalisation in 

VC a necessity and leads to characteristic early foreign expansion. VCFs in larger domestic markets 

do not categorically have to internationalise at the same pace as Nordic VCFs as they can grow their 

ventures locally. Indeed, our findings suggest that Nordic VCF internationalisation is largely driven 

by the internationalisation of their portfolio ventures. Thus, Nordic VCFs have to be ready to 

internationalise from inception as the mostly high-tech ventures they fund generally consider global 

markets from the beginning (Bell et al., 2003). In this case, customer-following internationalisation 

motives of Nordic VCFs share the characteristics of early internationalisation theories.  

VCF – 3 “Very few companies we invest in have the possibility to generate institutionally relevant 

returns in their home market only. Very few.”  
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VCF – 7 “So I think due to the fact that VCFs in Sweden, Finland and Denmark are operating in 

very small domestic markets you need to have focus on internationalisation pretty quickly, 

that's for sure.” 

However, some Nordic VCFs were quick to add that the lower domestic demand in the Nordics was 

a benefit in the long-term. They argued that ventures acknowledging their necessity to internationalise 

early were more likely to succeed in foreign markets. Thus, these VCFs have included international 

or global potential as one of their main criterion when screening ventures. This argument is strongly 

interrelated with the most common attribute of early internationalising firms and further supports our 

results on the early internationalisation character of Nordic VCFs (Knight & Cavusgil, 1996; 

McDougall et al., 1994). As a contrasting example, interviewees described VCF strategies in larger 

markets, such as Germany or US, to demonstrate the distinctiveness of the early internationalisation 

situation in the Nordics. This provides supplementary support on the influence of the domestic market 

on Nordic VCFs’ internationalisation strategies (Welch & Luostarinen, 1988).  

VCF – 5 “That’s why I love the Nordics, because the markets are too small to scale in locally. So, you 

have to think global when you start a company. Whereas in Germany you don’t have to be 

global, I mean it’s a big market. I think the thinking process of the Nordic entrepreneurs is 

much more international and global than maybe some of the bigger countries around us.”  

Bigger markets, such as the US, seemed to be a regular destination for many ventures given the market 

is big and homogeneous, making it easier to scale up quickly. The US market’s internal size was often 

stated as a significant benefit compared to the more fragmented European markets. Significantly, 

expanding to the US from Nordic markets demonstrates that in some cases Nordic VCFs were not 

bound by incremental internationalisation starting from the nearest markets. This was expected in the 

VC context as the internationalisation of the VCF is strongly linked to the early internationalising 

venture (McDougall et al., 1994). Interestingly, Nordic VCFs perceived follow-on investments into 

domestic ventures for the purpose of internationalisation as foreign investments. They argued that 

these investments were international as their capital was being used abroad and their knowledge-

intensive advice services were required in those foreign markets. This highly intertwined character 

of the provider-customer relationship forces the VCF to follow venture internationalisation or change 

the growth trajectory of the venture. Thus, VCFs’ internationalisation efforts are in some cases driven 

by the venture’s development and often follow the attributes of early internationalisation.  
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VCF – 5 “But the common thread between both of these is that we invest locally and then we help 

the companies to the US. So, there’s two reasons for that. First of all, the US is a much more, 

much larger and more homogeneous market than Europe. So, it’s really hard to go from 

Sweden to France to Italy to sell your products or software, whatever it is. Whereas it’s 

much easier to sell in Texas, California, and you know the markets are more similar.”   

VCF – 6 “So, basically you follow the customers, you follow your competitors you follow finances, 

so it is a different market of course, but each company has their own reason why they choose 

to go there. But there is always a reason, we don’t invest in US just because its US, but 

because the companies want to be there.” 

Furthermore, VCFs highlighted the importance of venture valuations and potential exit scenarios in 

their decisions to help ventures internationalise. Most venture exits happen abroad due to the small 

sizes of Nordic markets. The relatively lower valuations of the small Nordic markets were seen as 

beneficial for initial domestic investments before cross-border expansion to gain on higher valuations 

and potentially bigger multiples at exit. In other words, they invest into domestic ventures that benefit 

from the technology and innovation expertise of Nordic markets and then help these ventures to scale 

in larger economies where demand conditions for their products are stronger. This illustrates how 

Nordic VCFs have integrated domestic market characteristics into their strategies to take advantage 

of international discrepancies (Porter, 1990). The venture growth flow is especially strong towards 

the US following higher corporate demand for ventures. In the case of planned IPOs, the financial 

markets play a more important role. Although not directly expanding their market reach in terms of 

VCF market size, follow-on investments allow Nordic VCFs to have a similar effect on the potential 

profitability of foreign expansion by gaining from proportionally higher valuations. They utilise the 

benefits of the Nordic markets to their advantage and overcome weaknesses by entering foreign 

markets. Thus, the ownership advantages used for international strategies strongly reflect the location 

characteristics in the domestic market (Benito et al., 2002; Rugman & D’Cruz, 1993). Furthermore, 

this clearly demonstrates the higher necessity of Nordic VCFs to internationalise and gain access to 

larger markets at all stages of the VC investment cycle.  

VCF – 5 “I think in the new fund we are going to be investing more with Silicon Valley investors. 

Because two of our GPs are based in Silicon Valley and they have a huge network and part 

of the whole dynamic in the way we invest is to have a raise in valuations in the US. We 

might be first in the Nordics and then the next round we going to pull in the US investor.”  



 
80 

VCF – 1 “Before we make an investment we have an exit thesis. We have identified a number of 

potential buyers; we have identified an IPO track if that’s what we want to do. But moving 

companies to another stock exchange is actually something we have been more or less forced 

to do. In some cases, it actually makes sense, for example we moved a company called… to 

the US Nasdaq and we did that because their market, their product fits the US market, it has 

no justification in the European market. So that was kind of an obvious choice. In terms of 

Copenhagen and Stockholm it comes back to the structure of the financial markets.” 

4.2.3 – Strategy 
Beyond the demand-driven motives to internationalise, investment strategies were mainly influenced 

by competition and investment mandates set by LPs. Some VCFs were sceptic about investing in 

highly competed foreign markets, whereas they saw the Nordics as familiar markets that were not 

only convenient, but also had lower levels of competition. Moreover, due to the relatively smaller 

level of available funds compared to many foreign rivals, Nordic VCFs perceived initial investments 

in some larger markets as riskier and expensive with high valuations, and hence consciously increased 

the investment criteria. Similarly, higher valuations in larger markets influenced the potential stage 

of investment, pushing Nordic VCFs to invest mostly into seed and start-up stage ventures. These 

findings indicate some of the limitations arising from the small domestic market that Nordic VCFs’ 

experience in internationalisation efforts.  

VCF – 5 “If you look at the statistics, Northern Europe is one of the most underfunded, 

undercapitalised markets in Europe. That’s just a fact. So that also means that there’s less 

competition and we know the markets well.”   

VCF – 2 “Two, given our funds, the valuations in the US they are high, even though they are maybe 

coming down at the moment but in any case, is so much more competed. (…). If the company 

is outside of Europe there has to be something extra on top of it. If it would be just a regular 

company just coming to our attention, it doesn’t really make sense to start competing there, 

but if there is something very very cool.” 

Furthermore, the source of funding and agreed investment mandates with LPs strongly limited the 

geographical scope and investment flexibility once a fund had been closed. This was noted by all 

VCFs in the interviews and defined the maximum boundaries of the VCFs’ internationalisation at 

that point in time. Most VCFs had a mandate for local or regional investments, leaving only a smaller 

portion of funds to be invested freely. This underlined the intermediary role of VCFs and the 
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somewhat limited say they have on internationalisation. However, when prompted, Nordic VCFs 

argued that they do not engage in foreign expansion in order to attract LPs from further away. Thus, 

rebuking the provider-driven internationalisation motive suggested by empirical evidence from 

financial services studies (Engwall & Wallenstål, 1988; Hellman, 1996). Interestingly, the strong 

interference from LPs was not expected based on service or early internationalisation theories. 

Similarly, contributions in cross-border VC literature in this regard have been very limited, with the 

exception of Hall and Tu (2003). These findings suggest that the development of VCF 

internationalisation is strongly linked to the preferences and resources of LPs. This further indicates 

that VCFs from SMOPECs may be at a disadvantage compared to larger countries where financial 

institutions as a whole have greater resources.  

VCF – 3 “We can make 15% of the commitments we have in investments outside of the Nordic region, 

but then we have committed to only do that in areas we know and have experience from, or 

with people we know and have experience with. So, for example when I get investment texts 

from companies in India or US I turn them down quite quickly. Because this is not within 

our mandate.  

VCF – 6 “Well our fund is a Nordic fund, our LPs have invested in our fund because we have a 

Nordic focus. And secondly of course LPs have invested in our fund because we have a 

Nordic strategy, if they want to invest in the US they can invest in a US fund, so it doesn’t 

make any sense to expand to the US start-up field.”  

As a result, most Nordic VCFs we interviewed had a regional strategy. However, several displayed a 

will to expand their reach with subsequent funds into new geographical areas. In this way, VCFs had 

an incremental approach to internationalisation where some investments are done locally or 

throughout the Nordics, to later invest in Europe and lastly, move to other markets like the US. 

Although some variation existed between VCFs. The regional and somewhat incremental 

internationalisation patterns of interviewed Nordic VCFs confirm the role of gaining further 

reputation to enter more distant markets as a service provider (Sharma & Johanson, 1987). The 

intangibility of knowledge-intensive services often makes service internationalisation reliant on 

international reputation (Sharma, 1994). This is particularly relevant in the VC context, as track 

record to access bigger funds seems to be a precondition for further internationalisation.  
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VCF – 6 “Of course, we have ideas on how to enlarge the geography. The first fund was Sweden, 

Finland and Estonia, and our second fund is doing all Nordic, all Baltic. Who knows, our 

future fund will have Poland or UK or Germany.”  

This regional focus was deeply ingrained in the VCFs’ perceptions of foreign markets. When 

questioned about the internationalisation of their investments, several interviewees begun by defining 

abroad from their perspective. In some cases, Nordic countries were perceived as local investing. 

This is not uncommon for firms from SMOPECs, as they may identify neighbouring countries as 

being extensions of their domestic markets (Welch & Luostarinen, 1988). Furthermore, investing in 

neighbouring countries also seems to support Rugman & D’Cruz's (1993) argument that in the case 

of SMOPECs domestic market demand conditions should be considered at a regional level. However, 

due to the significantly mixed results on perceptions of foreignness within the Nordic region, this 

interpretation should be considered with careful attention.   

VCF – 3 “Well, to start with what’s the definition of abroad? I mean we are a Nordic venture fund 

or growth fund that happens to have its main offices in Stockholm. So you could argue that 

investing in Norway or Finland is investing abroad. But to us it’s really not abroad. Abroad 

for us would be say, continental Europe, UK or the US.” 

VCF – 5 “The only Nordic VCF I’ve met actively in San Francisco is...But that’s about it. So do the 

Nordic VCs go to the UK? Yes, they do. But is that internationalising? I mean I’m not sure. 

I don’t see them spreading all over Europe and looking for world domination.” 

In others, Nordics were considered as a single entity and additional markets as internationalisation 

necessary for scalability. 

VCF – 4 “We are Nordic, we actually only invest in Nordic companies, but we are happy with the 

companies we invest in, we would like to have scalable model and scalable quite often means 

internationalisation.” 
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Figure 7 – Synthesis of our results on motives for internationalisation 

 
Figure 8 – Nordic VCF early internationalisation  

Our results suggest that Nordic VCFs have to categorically internationalise faster than their peers 

in large domestic markets to achieve significant returns. As expected, internationalisation was 

mostly driven by patterns akin to service internationalisation with market-seeking (initial) and 

customer-following (follow-on) investments to overcome the deficiencies of their small domestic 

markets. The domestic market’s direct impact was often multidimensional, as it influenced 

entrepreneurial demand, venture growth, valuations and exit opportunities. Nevertheless, to some 

extent, interviewed Nordic VCFs had turned their domestic challenges into competitive 

advantages by developing industry expertise for foreign markets and embracing a mentality of 

internationalisation from the beginning. As anticipated, Nordic VCFs were found to have a very 

international outlook especially in their investment criteria, as domestic growth routes were 

deemed impossible in most cases. These results highlight the early internationalisation tendency 

of firms from SMOPECs and partially demonstrate the country-specific advantages of Nordic 

countries in their high level of technological asset specialisation (Figure 8). Interestingly, Nordic 

VCFs seem to have developed specific strategies to gain from differences in market 

characteristics by investing initially at home, and then internationalising with their ventures. 

These follow-on investments highlighted their use of domestic entrepreneurial quality to reduce 

initial investment risk and then benefitting from valuation differences when internationalising the 

venture. However, the extent to which domestic market characteristics influenced the 

development of Nordic VC industries was unexpected. The results suggest that Nordic VCFs are 

largely limited to regional strategies at the current level of industry maturity. The impact of the 

small market on VCF sizes, LP appetite and subsequent limited reputation created additional 

barriers to VCFs in foreign markets. Nevertheless, the internationalisation patterns of interviewed 

VCFs highlighted their early internationalisation mentality and further expansion ambitions as 

reputation increases.  
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4.3 – Cross-border uncertainties 
The interviewed Nordic VCFs displayed several similarities, and at the same time considerable 

differences, in their perceptions of sources of additional uncertainty in cross-border investments. 

Nevertheless, on a general level VCFs agreed that internationalisation creates uncertainty and that 

this is often considered prior to any investment decisions. These uncertainties were categorised into 

market cultural and administrative differences (or LOF), network outsidership (or LOO) and 

geographical distances.  

VCF – 8 “I think that the biggest problem is that people don't understand that everything changes. 

As soon as you leave your home country, everything changes. Everything from the legal 

setup of unemployment to the privacy policy, to the unit of economics, to the competitive 

market, etc. As long as you don't have a 100% digitally scalable product, which is completely 

market agnostic, you need to get into the local differences in order to become global.” 

4.3.1 – Cultural and administrative 
Interviewees had mixed views of the impact of cultural differences on VC investments. Some found 

culture to be a bigger challenge than others. Cultural considerations pushed some VCFs to stay within 

familiar regions, such as the Nordics or Europe, or at least actively mitigate potential challenges. 

Focusing internationalisation into culturally similar countries to limit potential complications was 

anticipated. However, we were surprised by the somewhat mixed results, especially due to the highly 

opaque nature of VC investments. Internationalisation theories have recognised the heightened 

influence of cultural differences on services due to their intangible and often interpersonal nature 

(Erramilli, 1990). Nordic VCFs perceived trust and knowledge-sharing as important factors in VCF-

venture and syndication relationships, and noted that these were especially prone to potential cultural 

differences. Other VCFs found cultural differences to be less relevant, but still present. While a 

portion of the interviewees claimed to be unaffected by differences due to the standardised nature of 

VC and their prior international experience. However, in these cases, VCFs generally limited 

themselves to countries where they had already developed cultural capabilities. This indirectly 

confirms the impact of cultural differences, even at a subconscious level.  

VCF – 3 “But even when investing in the Nordic region actually involves quite significant cultural 

differences… Because the cultural history makes some of these combinations quite tricky.” 
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VCF – 5 “Hugely, hugely. I mean it’s almost day and night I would say… I think that’s a very different 

approach to the European investors, who think that they actually know something about 

starting and running a business. They don’t. Most of them are just good with the finance.” 

VF – 4 “I think and hope we try to tackle the cultural differences. In terms of the cases we have from 

different countries, but of course there are cultural differences. But I don’t take them...I don’t 

feel it’s something we, it’s not really something that we are discussing or evaluating.”  

On a formal institutional level, VCFs did not feel that differences created any significant 

complications. Mostly legal and contractual challenges were seen as additional operational tasks to 

handle. In Europe these were generally solved by standardising contracts, whereas in more distant 

markets the help of local VCFs was sought. Moreover, stock markets were hardly considered relevant 

due to the rare occurrence of IPOs in Nordic VC investments. This was further driven by the small 

Nordic markets that were seen as unlikely final destinations for ventures at exit stage. The moderately 

perceived impact of formal institutional differences was relatively unexpected, considering the 

complexity of VC investments. Especially the level of concern for legal complications was lower 

than anticipated. However, this may have been moderated by the mostly regional investment focus 

of interviewed VCFs and the successful execution of local partnerships. Nevertheless, the higher level 

of importance attributed to cultural differences compared to administrative operations is in line with 

internationalisation and institutional theories (Dunning, 2000; North, 1991). Often the rules-based 

nature of formal institutions is easier to learn than the interpersonal subtleties of culture (Scott, 1995). 

VCF – 1 “That’s another good reason why we want to have a local partner. Because all the local 

due diligence and most of the legal work is done in coordination with a local VCF…We have 

our own corporate council located here. She coordinates with local lawyers, and if we need 

our own we have 3 or 4 international law firms that we work with and they have offices in 

London and Zurich and so on. So, it’s not a very big issue. (…). It has become very 

standardised I would say.” 

VCF – 2 “I don’t know if the stock market (matters) since IPOs happen very very rarely. And half 

the times they happen it’s probably not a very good IPO, or a trade sell probably could have 

been better. So, I don’t think that matters, but then, it does affect where they (ventures) are. 

You have to think what happens if they exit, who will be interested in this city for example.” 
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In some cases, VCFs had partially decided on their regional focus in order to minimise the additional 

operational hurdles involved in overcoming some practical institutional differences. This was also 

seen in their strategic decisions to exclude investments in markets perceived as complicated. Deciding 

on geographical diversification based on potential institutional complexities highlights the influence 

of the contextual environment in VC investments. However, the need to consider institutional 

differences was limited amongst Nordic VCFs as their overall investment strategies were already 

constrained by factors arising from their domestic context (LPs, funds, reputation, etc.).  

VCF – 2 “I think it’s pretty easy since we focus on countries within the EU. Let’s not go into the 

Brexit debate because I have no idea what is going to happen or what it will do to us. Because 

of the EU and everything, all the countries are more or less the same in the end. We never 

killed a deal because it was from Slovenia or this is from here or there. Partly because it 

doesn’t make a difference within the EU. We still need to do due diligence. I know for a fact 

for example, that we would never invest in Russia because of cultural reasons. It’s a very 

different game to be politically correct. We won’t even if they were from St Petersburg”.   

VCF – 3 “We have had companies that started in Scandinavia and moved to Russia. And I mean just 

the cultural journey of starting up in Russia and building something there is extremely 

difficult. Not technically, but from a relationship point of view.” 

4.3.2 – Network outsidership 
Interviewees recognised that culture, foreign markets, competition and factors which have an effect 

on uncertainty are intensified when they are foreign to the network dynamics of the host-market. They 

often discussed the importance of having access to an ecosystem of VCFs in foreign markets to 

overcome country-related challenges. Especially having access to information flows about local 

market actors and potential deals was seen as necessary for cross-border investments. Many Nordic 

VCFs mentioned network access as one of the main factors ensuring successful investments. Overall, 

the importance of networks in VC investing was expected, due to the highly interpersonal character 

of VC industries. In line with service internationalisation theories and network approaches, operating 

in foreign markets as a network outsider was seen as nearly impossible (Johanson & Mattsson, 1988; 

Westhead et al., 2001). In some cases, VCFs avoided entering a market without having a syndicate 

or network partner. The influence of network outsidership augmented as the geographical and 

institutional distances to the venture increased. This is very common in industries requiring 

significant personal contact and proximity (Erramilli, 1990). 
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VCF – 3 “I think what is often lost on people is how important the human factor is…I think our 

experience is that if you want to expand to the US you need to have very good advisors or 

co-investors to find the right people. That’s key. So, for us to make an initial investment in 

the US, I mean for anyone to do that from the Nordic perspective, you have to be part of a 

larger consortium you would not go on your own.”  

Some VCFs considered having access to a VCF network in the host-market as a precondition for 

identifying high-quality deals. They highlighted the importance of connections and relationships 

between individuals within VCFs when thinking about internationalising. Not being part of a local 

network was seen as a near insurmountable barrier to investing into profitable deals. Especially 

identifying high-quality deals in geographical areas beyond capital regions was perceived difficult 

without local network access. This further demonstrates Nordic VCFs reliance on their network 

partners during their internationalisation efforts, and the challenges of not belonging to the market’s 

network. In essence, most Nordic VCFs admitted that entering new foreign markets without the 

support network partners was unlikely.  

VCF – 1 “In the US, we are not doing that because first of all we don’t have the network there. We 

do have a network, but it’s certainly not as deep as it is in Europe. So, I would be very afraid 

if we look at a company and we start believing in the company and we have not seen the best 

of the companies within this specific field. So, we would be concerned about not having 

access to the best deals, that’s the main reason not to invest in the US, concern that we don’t 

have access to the best deals” 

VCF – 6 “Since we mostly travel to capital regions and then maybe Malmö, we don’t have contact 

every week or every month to smaller cities like Lund. Same goes for Denmark, I mean of 

course, we might have a local meeting in Copenhagen with local VCFs, but do we really 

visit Aarhus or other places? Not necessarily.” 

On an operational level, several VCFs mentioned the need to know people in the market. Growing 

and scaling a venture is a complex process, which often involves team changes and negotiations with 

third parties. VCFs highlighted the need to know market actors to reduce the complexity of those 

operational processes. These results further demonstrate the extent to which network outsidership 

limits Nordic VCFs ability to operate in foreign markets. 
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VCF – 3 “For us to do a deal in Spain, I mean even if the company has great technology, you don’t 

know the people, you don’t know if you recruit the right guys or the wrong guys. I mean, you 

are extremely vulnerable. So if you do something like that you need partners” 

As a result, interviewed VCFs felt that network outsidership impacts their potential to add value to 

the venture, and thus limits their competences in the market. Not having the right competencies for 

helping ventures grow does not enable the VCF to optimise its potential investment performance.  

VCF – 5 “So two of our team members; one is a veteran investor in Silicon Valley, he just knows 

everyone in the Valley basically. He’s a very good guy for founders to speak to, in terms of 

‘who should I approach?’. And the other guy we have, has been working for Cisco for 7 

years and for McKinsey in the US. He’s also very well connected. So, to add value in a way 

that actually you can get introductions to big corporates for collaborations, you can talk 

through us and so on. That adds value. If you can’t add that kind of value, you never get the 

trust of the founders and the respect. It’s just money.” 

Finally, the small size of Nordic funds was seen as a challenge to gain network access. Some VCFs 

felt that their small funds were sometimes perceived as outsiders in bigger markets, as they did not 

possess market reputation or financial resources to engage in large deals for the long-term. The small 

domestic market seems to also have an impact on network building and network credibility in foreign 

markets. In some situations, the barriers to enter large international markets at least in the form of 

initial investments were too high for Nordic VCFs. This network outsidership arising from the 

characteristics of the VC industry was another factor driving Nordic VCFs to invest into regional 

markets more aligned with the resource level of the domestic environment.  

VCF – 7 “I think this is an area where many VCFs have really burned a lot of cash, that's when they 

are sort of getting together with too rich syndicate partners into the investment.” 

4.3.3 – Geography 
Due to the knowledge-intensive nature of VC investing, VCFs saw geographical distances as 

complications in the investment process. Interviewees emphasised the need to be close to ventures in 

order to transfer knowledge resources and help them scale. The need to attend board meetings and 

help with hands-on work was especially highlighted. Thus, investment decisions were considerably 

influenced by the distance between the VCF and the venture. This is relatively common in the VC 

industry overall and also supports internationalisation theories considering country-specific factors. 
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Firms from SMOPECs have limited resources for internationalisation, and hence limit additional 

transaction costs arising from excessive distances. Moreover, knowledge-intensity of VCF-venture 

interactions generally warrant close interpersonal proximity.  

VCF – 1 “Also, travel time. Every partner has 5-6 companies, so 5 companies, 6 board meetings 

plus 4 other meetings, that’s 10 meetings. Every week you go to the US, it’s not possible”. 

In addition, higher geographical distance had an impact on the stage VCFs invest in. An early stage 

start-up needs considerably more time and guidance than a Series A or B, and is generally considered 

riskier. Therefore, some VCFs were reluctant to invest in early stage ventures if they were too far 

away, since it required them to cover long distances frequently. This could also be identified in 

investment patterns, as VCFs tended to invest into later stage companies than they would at home 

when investing abroad.  

VCF – 6 “We can say that if we would consider making very early stage, almost like a seed deal, 

probably we would prefer to do such a deal nearby rather than far away because seed deals 

require much more hands on work. If we know that you need to be in a meeting with those 

guys often, it is better to do those nearby than far away.” 

VCF – 1 “Here in Denmark we sometimes invest in earlier stage, whereas if we are investing in 

Switzerland, Germany and so on we usually rely on the local VCs to take the first step.”  
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Figure 9 – Synthesis of our results on cross-border challenges 

  

Our results show mixed perceptions of uncertainties involved in internationalisation amongst 

Nordic VCFs. Cultural differences were mostly seen as significant influencers of foreign 

expansion, and in some cases translated into specific investment limitations. However, the extent 

to which cultural differences were considered in the internationalisation process was surprisingly 

moderate. Particularly given the highly interpersonal character of VC and the theoretical 

implications of cultural disparities. Similarly, importance given to formal institutional differences 

was limited and interviewed VCFs regarded these as mainly operational hurdles. As expected, 

the higher impact of cultural than administrative distances demonstrates Nordic VCFs’ ability to 

overcome rules-based international differences with some ease. Moreover, the limited 

prominence given to these contextual factors may be moderated by the mostly regional focus of 

Nordic VCF investments. However, the impact of network outsidership was seen as 

multidimensional and considered a significant deterrent to internationalisation. VCFs identified 

challenges in entering markets due to a lack of deal flow and increased operational complications 

in markets where they experienced a liability of outsidership. Remarkably, this network reliance 

even in initial market-seeking investments had a VC-specific character. Service 

internationalisation literature has generally considered market-seeking expansion to rely on 

specific resource-based competencies, whereas our results suggest a higher importance of 

networks (Sharma, 1994; Sharma & Johanson, 1987). Indeed, this network reliance emphasises 

the resource-sharing that takes place within VCF networks and the especially penalising character 

of network outsidership in VC. Furthermore, these uncertainties were heightened by geographical 

distance. This array of uncertainties demonstrates the potentially higher risks faced by Nordic 

VCFs compared to VCFs from large markets, as they have a necessity to internationalise.  
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4.4 – International behaviour 
4.4.1 – Knowledge resources  
The ability to add value to ventures through knowledge transfer and capability sharing even in the 

foreign market was emphasised in VCFs’ internationalisation decisions. Interviewees confirmed that 

they aim to build competencies, such as specific industry expertise to compensate for the additional 

uncertainty in foreign markets. This emphasis on building knowledge-based core competencies, 

rather than gradually accumulating market experiences demonstrates Nordic VCFs’ dynamic 

internationalisation strategies (Teece, 2007). In this way, Nordic VCFs overcome some of their LOF 

by having competitive advantages to compete with local VCFs. At the same time, several 

acknowledged that these competitive advantages were often guiding factors when deciding which 

markets to enter. This suggests that resource development acts as a driver, and especially as an enabler 

of internationalisation amongst interviewed Nordic VCFs (Peng, 2001). 

VCF – 2 “We invested in this company that we actually never even been to and it came referred to 

us from one of our VC friends that was already in it from seed. And we said “ok we don’t 

really know about this country that much, but it’s a straight forward B2B solution and we 

know this space very well”. So we looked at the numbers, it looked good and we said yes.”  

VCF – 7 “The main motivation would be that if you have expertise in a certain type of company then 

you might actually believe you will be much more qualified to help this specific company 

internationalise and expand”  

Building in-house capabilities by hiring people with either industry or country expertise, and network 

connections was also discussed. This demonstrates Nordic VCFs’ strategic commitment to the 

methodical development of competencies for international competition.  However, interviewees had 

different views on the importance of hiring new country expertise for cross-border investments. Those 

that did rely on country experience defined their geographical diversification accordingly. However, 

these VCFs also had a narrower geographical scope in their investments.  

VCF – 3 “It would be relevant for us to hire people with specific industrial skills, people that know 

something about e-commerce or about brand names or about gaming. So, rather industrial 

experience than geographical.”  

VCF – 7 “Whether the team is consisting of foreigners as well. That's what we did to embrace 

internationalisation, to employ a German or a Dutch or a Swedish person, so that's probably 
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an aspect that would influence the success of the VCF’s ability to make investments abroad. 

Not only from an investment point of view, but also from the deal and a lead perspective…I 

guess the reason why we don’t perceive the uncertainty as much is because we have gathered 

a very international team.” 

Nevertheless, VCFs agreed that overall general international rather than country-specific experience 

was helpful in executing and especially assisting venture growth in foreign markets. Nordic VCFs’ 

efforts to build and acquire additional knowledge-resources for international expansion confirm the 

value of organisational, technological and human capital in overcoming LOF (Teece, 2007).  

VCF – 8 “The second thing is that from the previous journeys that we've done, we had pretty good 

operational knowledge of how it is going global. And we also know that this doesn´t mean 

serving 175 countries, that means choosing 10, 15 countries where we know the efforts of 

launching in each of those markets.” 

Interviewees also acknowledged that in some cases they lacked market knowledge to engage 

internationally in geographically, culturally and administratively highly distant markets. As a result, 

these markets were not considered relevant areas for international expansion.  

VCF – 2 “I don’t even want to touch Asia or China because that´s a whole different game. We have 

absolutely no idea. If we wanted to invest abroad we would definitely need to hire people 

that are based there, that have been there for all their life or have a very good knowledge 

on how it works and where to find the companies and who to partner and so on and so on.” 

VCF – 6 “We have no competencies in helping a South American company. And we don’t have energy 

and time to fly to board meetings every month.” 

4.4.2 – Networks 
The highly networked nature of VC investing and the impact of who you know rather than what you 

know was emphasised by all interviewees. Thus, strong networks were considered part of the VC 

business and a necessity to enable internationalisation. In this way, the interviewed VCFs displayed 

strong network supported internationalisation as their choice of markets was partially influenced by 

the availability of network partners in that specific market. As a result, VCFs avoided network 

outsidership by mostly entering markets with existing network partners. This result was expected, as 

the VC industry shares several characteristics highlighted by the network view within 

internationalisation theories (Johanson & Mattsson, 1988; Johanson & Vahlne, 2009a). 
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VCF – 1 “If you want to be a VCF, you need a team. And by that I mean a group of 20 European 

VCFs. You cannot do it alone, it’s not a matter of building network or anything like that. I 

mean, if I start playing football for a football team, I’m not building network, I’m playing 

football. I’m doing the business that I planned to do and the only way I can do it is by being 

part of a football team.” 

However, interviewees clarified that their internationalisation was not driven, but facilitated by the 

presence of network partners in a certain market. Due to the internationally small size of Nordic VCFs 

and the highly competitive character of the VC industry, investments with the main goal of network 

expansion or country experience development were not considered viable. Thus, our results do not 

demonstrate network-driven internationalisation.  

VCF – 2 That’s a very interesting question, but I would say that no…if we do 15 companies 

…realistically 1/3 will probably not do well, 1/3 will probably be so-so and bring our money 

back. And then there is the last 3rd that would be good and maybe the last company that 

would be really really good one. And that’s just the fact, it’s not because we are bad 

investors...So, I think our model is that we cannot afford so and so deals, because some of 

our deals will already be so and so.  

Several VCFs mentioned that they leverage their Nordic networks and connections when operating 

abroad to reduce uncertainties associated with cultural differences and facilitate interaction. This 

Nordic connection was used even in cases where the actors did not have any previous relationship. It 

facilitated trust building from the beginning and had a reducing effect on the need to engage in deeper 

due diligence in foreign markets. In this way Nordic VCFs use cultural connections, shared language 

and values to reduce uncertainty at the network level. Interestingly, the role of cultural connections 

in our result was not expected based on our theoretical familiarity with the network view in 

internationalisation theories. However, this demonstrates the power of networks in 

internationalisation as suggested by literature on SMOPECs, as Nordic VCFs build connections in 

domestic and regional markets to increase their combined influence in markets further away. 

VCF – 4 “Yes that's obviously one way for us to be more confident with the co-investor. With having 

Nordic links or someone native Swedish for example working on the local VCF team…With 

one of our companies we expanded into Brazil, we have a corporation with a local player, 

but they have Nordic link. That hasn't been a problem at all…we would evaluate our co-
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investors in different ways. And then this evaluation would be a little bit more thorough if 

we didn’t know them, or if there is a big geographical difference.” 

Moreover, interviewees emphasised the personal connections within these networks and sometimes 

within VCFs as crucial for the success of co-operation. The human factor plays an important role 

throughout VC networks and especially in international environments. VCFs recognised that 

relationships built on homophily were higher in trust, helping to reduce environmental uncertainties. 

This suggests that Nordic VCFs rely on the social capital of individuals within their networks when 

acting on investment opportunities in foreign environments. The granularity of these findings was 

higher than expected, as internationalisation theories generally focus on an organisational level rather 

than on interpersonal relationships. However, they are to some extent in line with early 

internationalisation theories which suggest that entrepreneurs expand initially to markets where they 

have prior personal connections.  

VCF – 1 “We meet them in conferences and so on. It’s a very small network and we know with which 

VCFs we prefer to work with and we also know if there is a few that we prefer not to work 

with. Reputation is of course part of it. In addition to that, I think it’s also fair to say that the 

individual partner is very important because the structure in the organisation of VCFs is a 

partner organisation. We work as a team, but also individually. So partner style, background 

and negotiation experience for example is what determines if he/she is good to work with.”  

The embedded networks of some VCFs originate from previous investments, funds or prior 

entrepreneurial activity. Hence, networks are very much related to the markets VCFs have operated 

in. This organic network growth takes time, but it can also be achieved by proactively assisting to 

relevant conferences. Interviewees recognised that due to the maturity of the industry, Nordic 

networks are often lagging behind in the size of the network. This further contributed to the relatively 

regional nature of Nordic VC investing.  

VCF – 5 “It’s something that happens over time, I guess meeting people. Being referred to by our 

current companies, I mean I get introductions all the time from the founders we already 

work with. The network they have. So, it kind of spreads organically I guess. I also go to 

conferences.”  

VCF – 2 “Of course, one big difference in London you have these very old VCs…so they are really 

established in the whole European ecosystem and there is no such thing in the Nordics, even 
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the best and the longest I think in Sweden Creandum, they are very small compared to the 

big guys.” 

The Nordic VCFs we interviewed highlighted the importance of networks in information sharing 

among VCFs. Many VCFs relied heavily on their networks to overcome information barriers when 

internationalising. In this sense, interviewees discussed the role of VC ecosystems in helping cross-

border VC take place and reduce uncertainties in foreign markets. In addition, having the right 

network can give VCFs access to potential exit routes. For instance, some of the VCFs felt it was 

relevant to have an office in the US in order to have access to information even though they were not 

investing directly into US ventures. These results emphasise the expected influence of networks in 

building international presence.  

VCF – 2 “Even I as a junior have no problem contacting London companies or Berlin start-ups and 

they are happy to have a call with me and we might even have an investment with them. The 

same goes with other VCs, I make constant calls all the time with other juniors from other 

VCs and share deal flows and intel” 

VCF – 1 “The reason for having an office there is not that we invested in the US but because most 

of the buyers of our companies are from the US and they cover very important international 

conferences that JP Morgan has in San Francisco every January.” 

4.4.3 – Syndication  
In the majority of interviews, syndication was referred to as the go-to strategy when investing in 

foreign markets. Syndication is in many ways similar to foreign market entry as a joint venture, as it 

differs from other VC network relationships by having both parties invested into an underlying 

venture. Although the method of market entry is not the focus of our study, for the purposes of 

analysing interview data this section was separated from networks. In a similar vein to networks, 

Nordic VCFs used syndicates as facilitators of foreign expansion rather than drivers of 

internationalisation behaviour. VCFs noted how syndicates help cross-border operations by providing 

direct access to markets, including network expansion and local venture management. Syndicates 

were seen to help Nordic VCFs to gain experience in foreign markets and reduce uncertainties. This 

further demonstrates the value of network or syndicate relationships in internationalisation, and the 

influence of network reach on the interviewed Nordic VCFs’ expansion patterns.  
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VCF – 3 “So if you grow out of the Nordics into the UK, want to have UK investors. If you go to the 

US, you want to have local investors.” 

However, criteria for the choice of syndicate partner varied between interviewees as some emphasised 

specific capabilities more than host-country knowledge. Interviewees also acknowledged the value-

adding properties of syndicates in cross-border investments. VCFs from different countries and 

regions have developed varying capabilities in their home markets, and thus possess complementary 

competencies. In some cases, local VCFs are used to gain access to the wider region by accessing 

regional knowledge and networks. Moreover, distance influences the need for syndicating given that 

travelling is sometimes too inconvenient, making some VCFs rely on local partners to deal with the 

ventures in earlier stages. This displays how, as expected, Nordic VCFs look to augment and 

compliment their own resources in foreign markets by working together with network actors 

(Johanson & Mattsson, 1988).  

VCF – 6 “The other reason is that other investors will bring in a different network and talent that 

we have. So it will enlarge the possibility that we can help the portfolio companies get best 

out of the investment syndicate. We can be very helpful when it comes to local fundraising 

in Finland, but maybe would be better to get somebody on board from other regions. It is 

more likely that we would want to see a co-lead in a Danish…market because if it’s far away 

it is better to have a local fund that can have weekly or bi-monthly dialog with the target.” 

Moreover, interviewees noted the importance of syndicates for Nordic VCFs to access large deals in 

international markets. Due to the relatively small size of Nordic VCFs, many foreign deals are too 

large for singular investing. Syndication helps to gain sufficient funds without having to expose the 

fund to excessive risk levels.  

VCF – 1 “So the only way we invest and start building a Danish company, there is no way we can 

get enough money around the table if we don’t go abroad. With that in mind, we have to 

syndicate because the capital needs of the companies are usually too much for one VCF to 

do and at the same time we would like to mitigate risk by having syndicate partners.”  
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Figure 10 – Synthesis of our results on international behaviour 

  

Our results demonstrate the strategic knowledge-resource development of Nordic VCFs to 

overcome contextual challenges in foreign markets. As expected, resource development acts as a 

driver and enabler of dynamic internationalisation for Nordic VCFs. VCFs attempt to gain 

additional industry, international and country-level knowledge by acquiring additional resources 

through new team hires. Thus, as anticipated, the resource-based view offers an interesting 

perspective to analyse the internationalisation behaviour of Nordic VCFs. Furthermore, 

interviewees described how they rely on existing networks to avoid LOO in foreign markets. This 

confirms the pertinence of the network view in analysing VCF internationalisation. Interestingly, 

Nordic VCFs built domestic and regional networks through Nordic connections to reduce any 

potential cultural complications within networks. These connections provided an initial network 

in foreign markets and allowed Nordic VCFs to combine their knowledge-resources to overcome 

any size-related complications. In these cases, networks were especially used for deal flow 

sharing and potential exit routes. Moreover, personal rather than VCF-level connections were 

given very high importance in internationalisation. This result is somewhat similar to that 

suggested by early internationalisation theories with an entrepreneur’s relationship-driven 

expansion. The organic growth of these networks often means that Nordic VCF network 

behaviour and subsequent internationalisation remains relatively regional, with the exception of 

exit route networks in the US. However, our results do not display network-driven 

internationalisation as interviewees saw their opportunistic investment strategies constrained by 

their small fund sizes. Furthermore, syndication was seen as a go-to strategy in many cases, 

especially to increase VCF capabilities and access large deals.    
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4.5 – Summary of the results 
Our results offer multiple insights into the internationalisation motives and behaviour of Nordic 

VCFs. The following section will combine results discussed under each of our four sections to provide 

a comprehensive answer to our research questions, starting from the sub-questions.   

4.5.1 – S1: What motivates Nordic VCFs to engage in cross-border investments? 
Our results suggest that the internationalisation of Nordic VCFs is motivated by the prospect of 

enhancing access to deal flow (initial investments) and helping their ventures grow (follow-on). In 

other words, Nordic VCFs engage in cross-border investments to find investable ventures, access 

larger product or service markets for their ventures, gain from higher valuations and prepare for 

potential exit opportunities. These internationalisation motives follow closely market-seeking (initial 

investments) and customer-following (follow-on) foreign expansion as suggested by service 

internationalisation theories. Due to their small domestic markets, Nordic VCFs have acknowledged 

the necessity to invest abroad in order to generate institutionally relevant returns. This acceptance of 

business as international displays characteristics of early internationalisation, which are further 

amplified by the global or international nature of the underlying ventures and their 

internationalisation patterns. Remarkably, Nordic VCFs seem to engage in a form of VC deal 

arbitrage where they invest into high-quality domestic ventures at early stages and then take them 

abroad to larger markets for higher valuations and exit opportunities. Thus, internationalisation is to 

some extent motivated by their ability to take advantage of discrepancies between market conditions.  

4.5.2 – S2: What challenges do Nordic VCFs face in foreign markets? 
Nordic VCFs are faced with cultural, administrative, geographical and network-related challenges in 

foreign markets. However, our results were mixed on the particular significance of each type of 

challenge to VCF operations, which we attribute to the highly heterogeneous deal-specific conditions 

and to the limited size of our sample. Nevertheless, as expected, our findings generally suggest that 

cultural and network-related challenges are more important than administrative differences. Nordic 

VCFs perceive administrative distances as operational hurdles in the investment process, whereas 

cultural differences are mostly seen as complex and time-consuming. Network-related challenges, 

such as network outsidership, have a potentially debilitating impact on internationalisation. This is 

further exacerbated by the relative youth of Nordic VCFs and their restricted network reach. Finally, 

geographical distances have a substantial limiting influence on internationalisation. The bearing of 

internationalisation challenges in Nordic VC can largely be explained by the inherent uncertainties 
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in internationalisation theories. Moreover, the impact of domestic market characteristics can be 

observed within each dimension of uncertainty.  

4.5.3 – S3: How do Nordic VCFs overcome challenges in foreign markets? 
Our results posit that Nordic VCFs mainly overcome the additional challenges of operating abroad 

by leaning on their network connections, investing in syndicates and by creating sustainable 

competitive advantages based on specific industry expertise. As suggested by the network view in 

internationalisation theories, Nordic VCFs utilise their personal relationships to gain access to foreign 

deal flow, information about markets and exit opportunities. However, this organically growing 

network limits the potential internationalisation scope of Nordic VCFs to regional markets and repeat 

hubs of business. Interestingly, VCFs sometimes rely on Nordic connections in foreign markets to 

overcome uncertainties in cases where they do not have existing foreign network relationships. This 

finding suggests that homophily amongst Nordic VCFs is considered as an uncertainty mitigating 

factor. Furthermore, industry expertise, international experience and knowledge-resources are 

accumulated by hiring individuals with applicable skills. These resources are developed into specific 

industry expertise for niche markets that provides Nordic VCFs competitive advantages for foreign 

markets. This kind of specialisation is akin of early internationalisation behaviour, particularly from 

SMOPECs.  

4.5.4 – How do Nordic VCFs internationalise from small domestic markets? 
Overall, results from our semi-structured interviews help us to answer our main research question 

and create a rich picture of the motives (why) and behaviour (how) of Nordic VCFs when they 

internationalise from their small domestic markets. Our findings suggest that despite the supportive 

entrepreneurial environment, VCF internationalisation from Nordics is perceived as challenging, yet 

necessary. The small domestic markets have a multidimensional influence on Nordic VCF 

internationalisation as market characteristics affect VC processes starting from fundraising, to 

investment motives, to international challenges and behaviour. Nordic VCFs are in an evolutionary 

phase where they have recognised the need to internationalise, but are partially constrained by their 

small fund sizes, lack of international reputation and regionally focused LPs. As a result, 

internationalisation is generally regional (either Nordic or European) with some VCFs also having 

deals in the US. Nevertheless, our results suggest that Nordic VCFs have further internationalisation 

ambitions to expand their geographical scope as domestic industry characteristics develop to 

accommodate additional expansion.  
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Nordic VCFs internationalisation is mainly motivated by the potential to achieve higher returns in 

larger foreign markets where entrepreneurial pools, product market sizes, venture valuations and exit 

opportunities are more beneficial to VC than in their small domestic markets. Hence, the 

internationalisation of Nordic VCFs is driven by market-seeking and customer-following motives. 

Their expansion is facilitated by a high-quality pool of early stage ventures in Nordic markets that 

allows them to overcome the most uncertain stages of venture development in a familiar environment. 

Thus, Nordic VCFs tend to invest initially into domestic or high-proximity (often within Nordics) 

markets and then help the ventures internationalise. In this sense the innovativeness of the domestic 

environment is seen as a country-specific advantage for the Nordics. 

Our results depict how Nordic VCFs overcome the additional challenges of internationalisation by 

building competitive advantages for niche markets and relying on interpersonal networks or 

syndicates. Particularly personal relationships in foreign markets help them to access information 

flows, gain local knowledge and overcome monitoring difficulties due to geographic distance. 

However, the organic growth of this network through interpersonal relationships further limits Nordic 

VCF internationalisation to regional investing and certain major markets. The small size of Nordic 

VCFs and their relatively low international reputation reduce their access to industry-wide 

international networks. Interestingly, to overcome a lack of precedent personal relationships in some 

markets, VCFs rely on Nordic connections to reduce the inherent cultural complexities within 

networks. Overall, Nordic VCF internationalisation is characterised by their acknowledgement of the 

necessity to internationalise and the value of industry specialisation together with interpersonal 

connections to overcome the challenges of international markets.  
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5 – Discussion 
This study explored the internationalisation of Nordic VCFs using theoretical foundations from 

internationalisation theories. Specific attention was given to the influence of domestic markets on 

VCF internationalisation behaviour. In order to understand the intricacies of cross-border VC 

investing and gain an overview of existing knowledge, empirical literature on cross-border VC and 

Nordic VC was reviewed. The literature review covered studies on the motivations, uncertainties and 

uncertainty mitigation behaviour of VCFs in foreign markets. The homogeneity of research methods 

and contextual settings in prior literature further insinuated a need to explore VCF internationalisation 

in the Nordic context. Moreover, following the limited application of internationalisation theories in 

prior VC literature, a theoretical framework based on established theories was developed. Theories 

that were deemed most relevant for this framework included service internationalisation, early 

internationalisation and literature on the influence of country-specific factors in the domestic market, 

particularly SMOPEC environments. 

The overall direction of our results showed trends that could be helpful to learning about why Nordic 

VCFs internationalise and how they do so. Importantly, our research contributes to cross-border VC 

literature by exploring VCF internationalisation behaviour through the lens of internationalisation 

theories. This is in contrast with prior studies which have mainly analysed cross-border VC flows 

(e.g. Tykvová & Schertler, 2011) and factors influencing these flows (e.g. Guler & Guillén, 2010a; 

Madhavan & Iriyama, 2009), rather than examined internationalisation from the VCF’s perspective. 

This study takes initial steps towards understanding managerial motivations and considerations 

behind VCF internationalisation.  

5.1 – Internationalisation of Nordic VCFs 
Our results suggest that Nordic VCFs are driven by market-seeking (initial investment) and customer-

following (follow-on) motives in their internationalisation. This presents an initial attempt to define 

the type of internationalisation Nordic VCFs engage in. Although we are not able to compare our 

results to prior empirical evidence in VC, we recognise the absence of so-called provider-driven 

internationalisation previously discussed in financial services. Thus, these findings contrast Hellman 

(1996), and Engwall and Wallenstål (1988) who identified provider-driven foreign expansion in 

studies focused on Finnish and Swedish banks. We believe that this difference may be due to the 

more local or regional character of the VC industry, especially in the Nordics, and the greater 
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emphasis given to knowledge-capital. Indeed, the significance given to value-adding capabilities by 

interviewees suggests that VCFs see themselves as knowledge-capital rather than equity providers, 

and thus are more likely to behave akin to other types of professional services. Moreover, several 

studies, including this one, have noted the relatively local nature of VC fundraisings following a high 

reliance on relational reputation (Lu & Hwang, 2010; Osnabrugge & Robinson, 2001). This pattern 

may however change in the future as cross-border VC becomes more prominent and VCFs gain 

reputation on an international level.  

Furthermore, we find that Nordic VCFs tend to expand their geographical reach regionally and into 

major markets, due to the limited availability of network connections and some limitations arising 

from their investment mandates. Our results emphasise Nordic VCFs’ international ambitions akin to 

early internationalising firms. The necessity to go abroad seems to be ingrained in the way Nordic 

VCFs operate and seek international opportunities either in the form of initial or follow-on 

investments. This finding contrasts prior literature that has considered VCF internationalisation as an 

optional means to access further deal flow, rather than a necessity for growth (Schertler & Tykvová, 

2012; Sorenson & Stuart, 2001). We believe these contrasting results to highlight the significance of 

the domestic market in VCF internationalisation. Indeed, our study provides an initial empirical base 

for VCF internationalisation from small domestic markets, as prior studies have been focused large 

countries such as the US (e.g. Guler & Guillén, 2010b), UK (e.g. Hall & Tu, 2003) or on a global 

level (e.g. Hain et al., 2016). 

We concur with Wright et al. (2005) and recognise that foreign expansion in VC cannot follow the 

staged model of internationalisation, as the production and offering of knowledge-services cannot be 

separated for the exporting phase. Interviewees emphasised the importance of being present with 

ventures to share knowledge and help grow businesses from the ground up. This lends support to a 

study by Dahlstrand and Cetindamar (2000), who noted Swedish VCFs’ willingness to work closely 

with ventures for their international success. Prior studies have not explored specific patterns of 

internationalisation by VCFs beyond the global macro-level examined by Schertler & Tykvová 

(2011). However, our results are consistent with those of Sorenson and Stuart (2001) in the US 

market. They posited that VCFs expand their geographical reach following network ties and industrial 

knowledge accumulation, and thus remain largely local or regional. They further argued that only 

once existing networks expand to new regions or industrial knowledge develops in other areas do 

VCFs increase their geographical reach. This local bias in VC has been discussed extensively in 
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literature, with the majority of studies agreeing with Sorenson and Stuart (2001) (e.g. Cumming & 

Dai, 2010). Our results correlate favourably with these core findings, but place them into the context 

of Nordic VCF internationalisation. Some contrasting results have been recognised as by-products in 

studies analysing US and Chinese VCFs, but these have usually taken place as part of large syndicate 

deals (Zhang & Pezeshkan, 2016). Thus, it would seem that Nordic VCFs are following similar 

regional internationalisation patterns to other VCFs. 

As a distinction to prior studies, we did not find any support for internationalisation that has as a 

primary aim the development of network connections. Madhavan and Iriyama (2009) identified a 

pattern of pre-emptive investments by US VCFs into clusters to gain network positions. Comparably, 

Zhang and Pezehskan (2016) noted network building amongst Chinese VCFs investing in the US. 

The difference in results between our study and these authors is probably due to the differing average 

fund sizes between Chinese, US and Nordic VCFs. In our interviews, several Nordic VCFs 

emphasised that investments in principle are chosen as standalone ventures according to their growth 

prospects. Whereas, the US and Chinese VCFs in prior studies may have been much larger and able 

to engage in investments having longer-term strategies in mind.  

5.2 – Impact of the domestic market on VCF internationalisation 
Our results provide convincing evidence of the multidimensional impact of domestic markets on VCF 

internationalisation. Although not a novel variable in international business, it is an important 

distinction in cross-border VC literature, as research to date has not explored how the domestic market 

influences internationalisation in the VC context. Indeed, this recognition may be the most significant 

contribution of our study. Previous studies have mainly analysed how VC is influenced by host-

country institutional environments (Guler & Guillén, 2010b; Moore et al., 2015) and conducted cross-

country comparisons of market characteristics to understand differing VC industry development 

(Wright et al., 2005). For a comprehensive review of cross-country VC comparisons refer to Wright 

and Robbie (1998). While interesting from a macro-perspective, these studies ignore the role of the 

domestic environment in influencing internationalisation behaviour. Our study contributes to 

literature by providing an initial effort to advance the understanding of how connections between 

micro and domestic macro-level factors impact cross-border VC.  

First, we argue that the most significant influence of the domestic market on Nordic VCFs is the lack 

of demand and the ensuing necessity to engage in demand-driven internationalisation. As previously 

mentioned, this demonstrated itself as market-seeking or customer-following internationalisation. 
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Domestic demand was seen unanimously as too low to satisfy all the supply of Nordic VC. The 

findings supplement existing literature by adding to our understanding of demand-driven 

internationalisation. Prior studies have identified patterns of VCF internationalisation to gain access 

to underserved demand in foreign markets (Schertler & Tykvová, 2012) and to find additional 

demand to satisfy the investment needs of large funds (Hall & Tu, 2003). Although Hall and Tu 

(2003) recognised that internationalisation took place to compensate for insufficient demand, their 

UK-based result represented the dynamics of a globally leading VC industry where VCFs attract 

capital from international LPs. This distinction in itself further highlights the multidimensional 

influence of domestic markets.  

Second, our observations highlight the particularly interesting character of follow-on investments in 

the Nordic VC industry. Interviewees unanimously attributed a high level of importance to follow-

on investments and the process of helping their ventures grow internationally. The necessity for 

ventures to engage in international markets at an early stage was mainly driven by the insufficient 

size of Nordic markets, low domestic valuations and limited exit opportunities. To our knowledge, 

no research has been published in cross-border VC literature investigating follow-on investments as 

a motive for VCF internationalisation. However, some authors have examined the interplay between 

VCFs and a venture’s foreign expansion. Mäkelä and Maula (2005) studied the impact of foreign 

investors on the internationalisation of Finnish ventures with a multiple case study. Whereas 

Fernhaber and McDougall-Covin (2009) examined the influence of domestic and foreign VCFs on 

the internationalisation of ventures. However, these studies did not discuss venture growth from the 

perspective of the VCF as an internationalisation motive.  

One potential explanation for this gap in literature could arise from the quantitative research methods 

used in the majority of cross-border VC research. We consider it to be difficult to consistently identify 

cross-border follow-on deals in big datasets, as these do not always require a change of headquarter 

registration. Databases generally identify a venture’s nationality according to the address of their 

headquarters. Our results suggest that Nordic VCFs considered follow-on investments 

internationalisation, if the local Nordic venture used the money mainly to expand abroad. This 

distinction seems natural as in these cases the knowledge-sharing assets and equity of the VCF have 

to be deployed abroad for the benefit of the venture. However, these deals may not appear as foreign 

in datasets that use the headquarter of the venture for geographical identification. Hence, we believe 

that these results emphasise the value of conducting interviews with VC professionals. Our dialogue 
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potentially uncovered definitional intricacies between existing academic research and practice that 

would benefit from further investigation.  

Third, our results suggest that Nordic VCFs may be overall more exposed to foreign uncertainties 

than their counterparts in larger markets, as they are pushed to engage in internationalisation more 

frequently. The additional uncertainty and required effort that Nordic VCFs experience as a result of 

their small domestic markets indicate the need to analyse VCF strategies in the light of domestic 

environments to understand regional differences. Indeed, our results also seem to suggest a potential 

Nordic strategy where VCFs aim to reduce the overall uncertainty by initially investing in domestic 

firms before benefitting from higher foreign valuations in follow-on internationalisation. In this sense, 

we suggest that Nordic VCFs may be engaging in VC market arbitrage by initially benefitting from 

the strength of their domestic market in terms of innovativeness and then moving to larger markets 

to fulfil their market potential. Thus, we agree with Berglund (2011) on the existence of regional or 

national differences in VCF behaviour and extend this to internationalisation strategies. Although not 

conclusive, our study provides initial evidence on the additional overall complexity of managing and 

scaling VCFs in the Nordics.  

Finally, we were surprised to find that the source of funds had such a significant impact on Nordic 

VCFs’ internationalisation strategies. The size of the domestic market and the level of national VC 

industry development influenced the characteristics of LPs providing VC funds, which subsequently 

impacted VCF internationalisation. To our knowledge, prior cross-border VC literature has not 

examined the influence of investment mandates on internationalisation. However, VCFs’ role as 

financial intermediaries exposes them to a range of stakeholders and risk-profiles potentially 

explaining the need to research ancillary investment mandates. Our findings open a new avenue of 

enquiry to better understand the forces at play in VCF internationalisation strategies.  

5.3 – Liability of foreignness  
In contrast to earlier findings in cross-border VC literature, our results on cultural and administrative 

distances amounting to LOF were mixed (e.g. Cumming et al., 2010; Li et al., 2014). Particularly the 

recognition of the influence of cultural distances in VC deals varied significantly between 

interviewees. Some perceived a considerable influence on deals and thus avoided certain regions, 

whereas others saw them as minimal following the professional character of VC. However, when 

considering the general context of discussion and responses to other questions, our findings 

tentatively support prior studies in recognising that cultural differences create additional uncertainty 



 
106 

even if it may be evaluated at a subconscious level. Further studies would benefit from studying this 

dimension to a larger extent.  

We propose three potential explanations to the mixed results on culture in our study. First, given that 

our findings are based on eight interviews, the results may be skewed one way or another. It is 

possible that interviewees did not consider the full extent of potential cultural challenges in the 

interview setting, even after being prompted by additional questioning. This explanation carries some 

weight as cultural complications may often be subtle and difficult to articulate (Hofstede, 2001). 

Second, these differences could also be due to a higher level of granularity and subjectivity in our 

data compared to prior studies due to our data collection method. Previous research results have 

generally followed econometric modelling for cultural distances using Kogut and Singh (1988), and 

thus may have not considered the intricate differences between individuals in the data. Our rather 

moderate cultural results may have been further underscored due to our Nordic focus and the general 

homogeneity of the VC industry in the region. Third, cultural differences may be experienced as 

relatively low in Nordic VC investments as a consequence of regional investment strategies. Indeed, 

some interviewees mentioned that they had overcome cultural distances by gaining experience, 

building relationships and hiring international teams. Thus, interviewed VCFs may have ignored the 

existence of cultural distances as these had already been overcome. We believe the discrepancies to 

be the combination of all of the above.  

Moreover, our results suggested that Nordic VCFs did not perceive significant influence from 

administrative distances in their chosen investment region. This substantiates previous findings in 

literature, as the majority of research examining institutional distances has recognised VCFs ability 

to learn and overcome administrative differences when distances are moderate (e.g. Moore et al., 

2015). Given the relatively regional investment patterns, interviewed Nordic VCFs were rarely 

exposed to large institutional distances, with the exception of largely avoided Russian investments. 

Furthermore, it is interesting to note that, in line with prior studies, Nordic VCFs understood the 

potential impact of administrative distances and consciously decided to stay away from complicated 

markets. This especially echoes with literature on internationalisation to emerging markets by 

developed market VCFs (Huang et al., 2015; Zhang & Pezeshkan, 2016). Further answers to 

questions about methods used to overcome distances also supported prior studies in listing networks 

(Guler & Guillén, 2010a), syndication (Tykvová & Schertler, 2014) and industry expertise (De 

Prijcker et al., 2012) as solutions.  
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5.4 – Nordic connections and personal relationships 
The evidence we found supported the importance of network relationships in cross-border VC 

investments as suggested by various authors (Guler & Guillén, 2010a; Madhavan & Iriyama, 2009). 

In the context of approaching internationalisation from an international business perspective, our 

results confirm Guler and Guillén's (2010a) study on network advantages in recognising that VCFs 

rely on networks to gain access to information and handle operational hurdles in foreign markets. We 

also concur with their findings on the value of strong domestic networks and reputation in facilitating 

and driving the direction of foreign expansion. Importantly, we note that the absence of network 

relationships may deter expansion even in relatively close markets. Our results suggest that the 

regional nature of Nordic VCF internationalisation is partly due to the regional character of their 

professional networks and the subsequent extent of their reputation. Thus, internationalisation to more 

distant markets may be discouraged by the lack of network embeddedness in those markets. Existing 

literature on syndication has suggested that VCFs aspiring to enter certain markets should seek to 

syndicate with VCFs from those countries (Huang et al., 2015; Zhang & Pezeshkan, 2016). This 

study’s findings on organic network growth and the influence of networks on internationalisation lead 

us to agree with that rationale.  

Furthermore, we extend Guler and Guillén's (2010a) efforts by identifying specific characteristics in 

Nordic VCF behaviour that demonstrate more fine-grained layers of network behaviour. By this we 

refer to our findings on the use of Nordic connections, or the preference for relationships with other 

Nordic individuals, and the importance of personal relationships rather than VCF-level networks. 

These findings point to the highly personal character of VC networks and the competitive advantages 

that can be gained from domestic networks in foreign markets. Although partially complementary to 

the work of Iriyama et al. (2010), and Madhavan and Iriyama (2009) on human networks in VC, our 

results accentuate personal relationships within Nordic VC communities rather than cross-

disciplinary relationships. We believe that these results emphasise the benefits of conducting 

qualitative research in cross-border VC, as identifying these deeper level personal connections and 

their influence on internationalisation is nearly impossible based on aggregate deal-level data.  

5.5 – Managerial implications 
The findings of this study have several implications for managers in VCFs, ventures and LPs. 

Following the strong focus of our study on Nordic VC markets, these implications are deemed to be 
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most applicable in the Nordic context. However, due to the partially exploratory nature of our study 

implications should be carefully considered within their specific circumstances. 

5.5.1 – Venture capital funds 
Our interviews with VC industry professionals emphasised the importance of network connections at 

multiple levels of internationalisation. Fostering domestic network connections and building personal 

relationships with individuals may prove highly valuable when executing foreign expansion. This 

suggests that VCFs should not consider investments into domestic network growth as redundant when 

planning internationalisation, but as indirect investments into the development of competitive 

advantages for foreign markets. Exploiting this intertwined character of network-based VC investing 

across borders may provide the necessary competitive edge to minimise additional costs from foreign 

uncertainties. Furthermore, our results advocate looking for Nordic connections in cases where 

existing foreign networks are insufficient. Developing relationships with fellow Nordic VCFs or 

entrepreneurs may provide the initial connection needed to build trust.  

Moreover, this study suggests that VCFs should consider potential cross-border VC arbitrage by 

identifying and investing in high-quality local ventures in the domestic market with the aim of helping 

them to expand abroad. This could enable VCFs to gain in valuations and exit opportunities in the 

foreign market, and at the same time reduce the perceived risk by managing the investment at its early 

stages in the familiar domestic environment. Indeed, exploring this type of uncertainty manoeuvring 

could facilitate the successful internationalisation of VCFs.  

5.5.2 – Ventures 
The present study may also help ventures to better understand what characteristics Nordic VCFs are 

looking for in their potential portfolio ventures. We are confident that our results showcase the 

importance of developing internationalisation capabilities from the very beginning to provide 

convincing evidence to VCFs about the venture’s potential to scale into an international success. 

Nordic VCFs look for ventures that have the ability to internationalise within a short period of time, 

and hence displaying early internationalisation mentality is crucial. Moreover, this pattern suggests 

that ventures in Nordic countries should prioritise their efforts in building scalable products and 

organisational processes over investing resources into gaining large market presence in the domestic 

market. In many cases, the domestic market acts as a way to showcase product-market fit rather than 

the main growth base.  
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5.5.3 – Limited partners 
The present findings may also help to provide additional insights for LPs investing into Nordic VCFs. 

Our study suggested a high impact of investment mandates on the geographical scope of investments. 

Despite being an under researched topic in cross-border VC to date, our overall analysis insinuates 

that building investment mandates around industries rather than geographies could allow Nordic 

VCFs to better optimise their competitive advantages in investments. Geographical mandates may 

have a limiting influence on the potential quality of ventures due to the finite number of demand for 

VC financing in those geographical regions. With due consideration for international uncertainties, 

VCFs may be able to benefit from their industry expertise in wider markets. However, given that the 

focus of this study was on VCFs and not LPs, this comment should be considered as directional. 
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6 – Conclusion 
The internationalisation of Nordic VCFs is motivated by an attempt to access higher returns, either 

in the form of additional high-quality deal flow or by helping existing portfolio ventures to 

internationalise. Thus, Nordic VCFs engage in market-seeking (initial investments) or customer-

following (follow-on) internationalisation. Due to small domestic markets, internationalisation is 

seen rather as a necessity than a choice. Nordic VCFs demonstrate characteristics of early 

internationalising firms by embracing an international mentality and focusing resources into 

specialised niche markets from the onset. Moreover, our results indicate that the domestic market has 

a substantial multidimensional impact on VCF internationalisation strategies and should be 

considered when researching cross-border VC. In the Nordic context, VCFs have relatively small and 

geographically restricted funds, limited international reputation and mostly regional network 

connections as a result of their young VC industries. Hence, despite the necessity to internationalise, 

extensive foreign expansion from the Nordics is challenging as valuations and competition in large 

markets are significantly higher. Consequently, at this stage Nordic VCFs largely engage in industry-

driven regional internationalisation at the European-level and exit-driven internationalisation into the 

US.  

However, the necessity to internationalise has pushed Nordic VCFs to develop competitive 

advantages for internationalisation in their domestic markets. Overall, our results would seem to 

suggest that Nordic VCFs engage in a form of VC deal arbitrage where they invest into high-quality 

domestic ventures to reduce uncertainties at the very early stages of investment, before benefitting 

from higher valuations and growth prospects of larger foreign markets by internationalising. Thus, 

they benefit from highly innovative domestic markets in their internationalisation strategies. 

Moreover, this is supported by rigorous industry specialisation, and the use of Nordic and personal 

connections in VC networks to overcome additional foreign uncertainties. These Nordic connections 

demonstrate the importance of domestic market network embeddedness in internationalisation.  

Our study contributes to extant cross-border VC literature by providing an initial understanding of 

the why and how Nordic VCFs internationalise, despite the additional uncertainty of foreign markets 

in VC investments. Furthermore, we contribute to international business literature by providing a 

novel empirical setting within VC for the application of internationalisation theories. Considerable 

insight has been gained with regard to internationalisation strategies in terms of initial and follow-on 

investments in the context of foreign expansion. We extend existing knowledge by applying 
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frameworks on country-specific factors, service and early internationalisation theories to the cross-

border VC context using the perspective of a VCF in a small domestic market. This approach differs 

significantly from prior efforts that mainly focus on institutional and agency theories, cross-country 

macro-level investigations and aggregate data on VCFs from large domestic markets. Remarkably, 

findings about the multidimensional impact of the domestic market on internationalisation from the 

VCF’s perspective highlight the significance of the domestic setting in cross-border VC. We believe 

that this recognition together with our results on Nordic VCFs’ internationalisation behaviour are the 

most important contributions of this study. Furthermore, our qualitative interview-based study 

provides a complementary and fine-grained view to extant quantitative research.  

Taken together, our findings confirm the results of previous studies on the presence of cultural and 

administrative uncertainties in foreign markets, and on the importance of networks and specialised 

knowledge for internationalisation. However, our Nordic evidence suggests that the domestic market 

environment has an impact on all of these factors, and that as a result the end behaviour of 

internationalising VCFs may vary according to their provenance. Similarly, we find support for 

return-driven internationalisation, although mostly due to domestic incentives rather than foreign 

demand. We further find this return-driven motives to be heterogeneous with VCFs differentiating 

between initial and follow-on internationalisation investments. Nevertheless, our results are in 

contrast with prior arguments for internationalisation driven by network expansionary motives. In our 

view these results constitute a significant initial step towards a more comprehensive understanding 

of Nordic VCF internationalisation and cross-border VC in general. 

6.1 – Future research 
This research has raised multiple questions in need of further investigation. Future studies should 

concentrate on providing additional empirical evidence, potentially using quantitative methods, on 

the results of our study to further advance conclusive solutions to this topic. This could for example 

take the form of a macroeconomic and industry-level investigation of supportive industries, demand 

and factor conditions to better understand the influence of domestic markets on Nordic VCFs. 

Moreover, our consistent findings amongst all interviewees on follow-on investments provide 

compelling evidence of a potential Nordic internationalisation arbitrage strategy to be further 

investigated on a micro-level. The small domestic markets create an undisputed necessity to expand 

abroad at some stage of the venture’s development and hence, define VCFs’ investments as foreign-

bound from the beginning. Nevertheless, due to the exploratory and qualitative nature of our study 



 
113 

further research into this area is warranted for the confirmation of any strategic patterns. Future 

research should analyse this matter further amongst Nordic VCFs and compare results to other 

SMOPEC countries.  

Our findings suggested that a VCF’s source of funds significantly impacts potential 

internationalisation patterns due to investment mandates. Osnabrugge and Robinson (2001) 

considered the impact of being either captive (corporate) or independent (LPs) on VCF investment 

strategies on a general level, but not in the internationalisation context. Moreover, to our knowledge 

no research examining the geographical source of funds and its impact on the internationalisation of 

VCFs currently exists. Understanding the influence of decisions and negotiations made during 

fundraisings could potentially enhance a VCF’s strategic decision-making in the long-term. This 

could also provide some indication to ventures on their prospect of receiving venture funding or 

support for internationalisation. Thus, future research should strive to unveil the inherent dynamics 

of VC fundraisings and their implications on the internationalisation of VCFs.  

Furthermore, our results confirm the pertinence of exploring VCFs’ foreign expansion using 

internationalisation theories. Due to the highly networked nature of VC, cross-border VC literature 

would benefit from further studies applying network internationalisation theories (Johanson & 

Mattsson, 1988; Johanson & Vahlne, 2009a). Guler and Guillén's (2010a) study provided an initial 

foray into this direction by leaning on social network approaches and foreign direct investment 

theories. Moreover, a longitudinal investigation of the when component of internationalisation 

theories in Nordic VC would provide additional insights into how the industries have developed over 

the years and what could be expected for the future. This information could be highly valuable for 

LPs looking to find the most well-suited VCFs for their investment needs. We hope that the theory 

development and empirical efforts reported in this study have established an interest for research into 

the internationalisation of VCFs. 
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II – Appendix  
II.1 – Interview guide  

 

Section 1 – Nordic VC market characteristics 
16. How do you think the government is helping Nordic VC industries to grow? Why? 
- Do you see any impact on your growth possibilities as a result of the innovation support given by 

Nordic governments?  
17. What role does the culture of innovation and entrepreneurship play in assisting Nordic VCFs 

internationalise? 
18. In your opinion, are there any differences in starting positions between Nordic and non-

Nordic VCFs? 
Section 2 – Strategic motives to internationalise 

19. What is your view on internationalisation of Nordic VCFs? 
- Could you provide us a short overview of your involvement in it? 

20. What are you trying to achieve when investing abroad? What is your motivation? Why? 
- Return 
- Network expansion 
- Knowledge / experience expansion 
- Complementarity to current portfolio firms 

21. What if you only invested in your domestic country? 
- Is there enough demand from entrepreneurs? 

22. What about the internationalisation needs of your ventures? 
- Do you stay as an investor all the way through? 

23. What is your competitive advantage? How do you achieve it? 
- What do you see as the main competitive advantage of Nordic VCFs? 
- What advantages do you think being a Nordic VCF gives you?  

24. How do you develop your capabilities? 
- How do you develop your industry / international experience? 

Section 3 – Cross-border uncertainties 
25. How does your current investment focus limit you? Why not invest beyond it? 
- Why do you only invest in Europe? 
- Why have you set on that focus? 

26. How do you overcome additional uncertainty in cross-border investments?  
- Could you provide an example? 
- How do you utilise your network? 

27. How do you deal with geographical distance between yourself and your portfolio company?  
- How do you collaborate with local VCFs (if any)?  

Section 4 – International behaviour 
28. How do you expand your network in countries to support your investments? 
- What type of network partners offer you the best support in managing your companies at distance? 

29. Can you elaborate on your cross-border investment process and initiatives? Who initiates 
them? 
- Can you describe more your syndicate behaviour?  
- Have you ever experienced cultural complications within syndicates? 
- Do you attempt to gain more reputation by investing in syndicates? 

Trevino et al. (2014) – The interviewee’s perspective 
30. “What do you think I should have asked you about that I have not? If I really want to 

understand your role, what should I have asked that I did not?” 
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II.2 – Transcripts 
II.2.1 – Transcript VCF1 
Interview on 08-05-2018 

Interviewer 1: When you are looking at investments, what are you trying to achieve with investments 
abroad? 

VCF 1: Return on investment. 

Interviewer 1: Okay, is there anything else? 

VCF 1: No. 

Interviewer 2: So that’s the unique factor you look at? 

VCF 1: It is, I mean we are commercial venture funds. Return is the only important thing. Of course, 
there are a number of criteria’s in addition to that. Of course, we want to comply with ethical and 
moral standards and all that. But apart from that within our investment strategy which is drug 
development, biotech drug development that is the only important criteria, return on investment. 

Interviewer 1: When you are then considering different investment opportunities, do you have some 
kind of specific criteria besides the portfolio company characteristics that might come in into play? 

VCF 1: Yes, yes, we do. There is a difference between investing in Denmark and investing in the rest 
of Europe. The main difference is that we are in ecosystem of VC investors in Europe and there is a 
trend today that all the local VCFs today, they invest in often a little bit earlier in a portfolio company, 
in a start-up company, than the foreign investors do. And that’s the same with us, here in Denmark 
we sometimes invest in earlier stage, whereas if we are investing in Switzerland, Germany and so on 
we usually rely on some of the local VCFs to take the first step with the company. Make sure that the 
management is in place, the IP is secure and so on. 

Interviewer 2: Why? Why do you… 

VCF 1: I think it has to do with proximity. It’s pretty difficult for us to, at a distance, to help and 
interact frequently with management and we don’t have time to do that. So, you could say that it has 
become a way of dividing the responsibilities between the VCFs. It’s not written down it’s just has 
evolved over time. 

Interviewer 1:  So, you leverage your network in that sense. 

VCF 1: No, we have the network. So, we don’t leverage in that sense because we have it already. But 
we rely on the local VCFs, on their work with the companies, preparing them full serious investment. 

Interviewer 1: Right, do you then invest in syndicates? 

VCF 1: Always. Always. That’s something most European VCFs do if not all of them. A typical 
syndicate is somewhere between 3 and 5. 

Interviewer 1: Have you experienced any kind of cultural issues with those syndicate partners? Is 
that something that happens? 

VCF 1: Oh yes, that’s all the usual (laughs) that’s not different from other businesses. 
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Interviewer 2: Do you consider some of these differences when you choose a syndicate partner? Do 
you consider these factors? 

VCF 1: Yes, yes, of course we consider syndication partners and we you could say, we know the top 
10, 20 European VCFs are doing 90% of the deals and we know them all. We meet them in 
conferences and so on. It’s a very small network and we know with which VCF we prefer to work 
with and we also know if there is a few that we prefer not to work with.  

Interviewer 1:  So, I guess then reputation between VCFs in the market plays a role in that sense.  

VCF 1: Reputation is of course part of it. In addition to that, I think it’s also fair to say that the 
individual partner is very important because the structure in the organization of VCFs is a partner 
organization and we work as a team but also individually so partner style, background, experience 
and experience in negotiations for example is what determines if he/she is good to work with. 

Interviewer 2: I guess this happens over time and not overnight. How do you get close to another 
VCF to become a close partner?  

VCF 1: Yes, we usually do that by investing together with him and this is the clue to the main 
question: why do we invest outside Denmark? If I should try to elaborate a little bit, when I saw your 
tittle (of the thesis) my first reaction was why not come with a counter question, why should we not 
invest in the rest of Europe. Probably your thesis should not be phrased as a question, should be 
phrased as an analysis of the geographical and regional investment behavior of European VCFs 
because VC is different from PE, in the sense that they always syndicate the deals (VCFs) while PE 
they prefer to have full control of the company themselves and they don’t syndicate. That’s not the 
case with VCFs, we are extremely dependent on the network and the industry and potential buyers of 
our companies. At the same time, the risk component of our investment is also what is driving us to 
syndicate because we want to mitigate this risk. You could say that we could raise 10 times more 
funds and take it all and have a broad portfolio, then we would have the same risk mitigation but 
that’s not how the VCFs have developed over time. The usual fund size is between 100 and 250 
million euros and the portfolio sizes is between 10 and 16 companies and just that’s how it is. I can’t 
explain why but that’s how it is.  

With that in mind, we have to syndicate because the capital needs of the companies are usually too 
much for 1 VCF to do and at the same time we would like to see the risk mitigation by having 
syndication partners. So now that we need syndication partners how do we get syndication partners? 
That’s how the industry has evolved as a European or a US or global industry and not a local industry 
because essentially, we have one life science VCF in Denmark, that’s basically XXX. Then we have 
two corporate investors XXX and XXX also investing in the same and that’s about it for our particular 
area, for tech is a bit different, there are more of them. 

So, the only way we invest and start building a Danish company there is no way we can get enough 
money around the table if we don’t go abroad. And at the same time, we are going to sell the company 
internationally and very often the buyer is a US company, so we need all the network around the table 
that we can get and at the same time mitigate the risk by having more investors.  

Interviewer 1:  So, could you say that sometimes your decision to invest abroad could be also to 
create this network for future investments? 

VCF 1: The thesis question, I think it’s not pointing to the issue because it’s like playing football, 
you need a team, if you want to be a VCF you need a VCF team and by that, I mean a group of 20 
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European VCFs. You cannot do it alone, it’s not a matter of building network or anything like that, I 
mean, if I start playing football for a football team, I’m not building network, I’m playing football. 
I’m doing the business that I planned to do and the only way I can do it is by being part of a “football” 
team. 

Interviewer 2: Using your analogy of football. Sometimes you would include in your team a young 
player because he’s eventually going to become really good and I want him on my team. Would you 
invest with a VCF with the sole reason of having them inside your team in the future? Thinking that 
this might eventually become a good partner. 

VCF 1: Okay, in that way. Yes, if we like them and if we like their strategy and we can see that they 
are experienced people and they would be a good match for us we could do that yes. 

Interviewer 2:  You mentioned investing in Europe is kind of a no-brainer but at the same time there 
are contextual factors in each market. We touched upon earlier about culture or for example, 
administrative laws and so on. How do you cope with that when you invest? 

VCF 1: That’s another good reason why we want to have a local partner as well. Because all the local 
due diligence and most of the legal work is done in coordination with a local VCF. So obviously is 
not that difficult, we have our own corporate council located here. She coordinates with local lawyers 
and if we need our own we have 3 or 4 international law firm that we work with and they have offices 
in London and Zurich and so on. So, it’s not a very big issue. There is some work and efforts that we 
comply and that we are aware of potential difficulties in a certain jurisdiction buy that’s part of the 
business.  

Interviewer 1: And does it happen then that you get into a situation where you might have a specific 
type of contract that you never had before? Does this create extra uncertainty that you might 
reconsider the deal, or it is something you can overcome? 

VCF 1: It has become very standardized I would say. For the good or the bad the standard VC 
agreements and shareholder agreements they are and have been for the past 10 years, very influenced 
by the US standards. The good is that it’s standardized, the bad thing is that they are twice as big as 
they need to be. Because in Europe the laws are completely different, and they are much more 
protective for customers, businesses and so on than in the US. But it really doesn’t matter because if 
you are investing outside your own country sometimes it’s nice to have it all in writing even if it 
might not be necessary because it’s covered by the general laws. So, I think this is not a big issue.   

And having worked in VC for so many years you start knowing the differences between the Anglo-
Saxon way or the German or continental law or structure of laws. 

Interviewer 2: Does this influence at all if you are going to make an investment in the UK or 
Germany? 

VCF 1: No. 

Interviewer 2: It makes no difference. 

VCF 1: Makes no difference. 

Interviewer 1: So, you mentioned earlier that you have your inside council and a strong team around 
the industry knowledge. But, how do you consider your own capabilities fitting into that foreign 
market? So, if you are investing in a new company in Switzerland for example do you feel you have 
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the capabilities, knowledge and experience in your team? Or is that a thing you look at what country 
to go for. 

VCF 1: No, I think we have it. It’s the same businesses. The businesses are completely the same if it 
starts in Copenhagen or in X. It’s drug development, it’s a global business, there is no difference.  

Interviewer 1: Have you ever considered investing beyond Europe? So, say investing in Asia or North 
America? 

VCF 1: We have strategically decided not to do that. Maybe now your question and your thesis start 
to make sense because why are we not doing that. In the US we are not doing that because first of all 
we don’t have the network there. We do have network but it’s certainly not as deep as it is in Europe. 
So, I would be very afraid if we look at a company and we start believing in the company and we 
have not seen the best of the companies within this specific field. So, we would be concerned if we 
have access to the best deals, that’s the main reason not to invest in the US, concern that we don’t 
have access to the best deals. 

Interviewer 1: Then coming back to these cultural and administrative factors, I guess they would 
even be higher… 

VC 1: There you could say they start to become or could become an issue, or a difficulty at least. 
Also, travel time. Every partner at XXX has 5 to 6 companies so if 5 companies and 6 board meetings 
and 4 other meetings, that is 10 meetings so every week you should go to the US. So, I mean, that 
explains why it’s not possible. One or two could be possible but we have decided not to do that.  

Interviewer 1: Have you considered maybe overcoming that issue by establishing another branch on 
another market?  

VCF 1: We have. We actually had an office in the West Coast (US) but closed it down, actually for 
tax reasons. The reason for having an office there is not that we invested in the US but because most 
of the buyers of our companies are from the US and they cover very important international 
conferences that JP Morgan has in San Francisco every January and there are other conferences. 
Many of them are on the West Coast so we come there quite often and at that time it made sense to 
have a local office where we could work from but for tax reasons we have closed that. 

Interviewer 1: So that could be that it was opening in a cluster of knowledge? 

VCF 1: Yes, Menlo Park is technically a tech cluster but there is also some med tech not so much 
drug development but it’s a cluster. 

Interviewer 1: When you are looking these different deals in Europe do you differentiate the markets 
in terms of the size of the deals you go for or the timing, you touched upon that if you are in Denmark 
you might invest in an earlier stage. But, on a European level, does that make a difference between 
countries? 

VCF 1: No, not really.  

Interviewer 1:  What do you then see as a main difference if you compare the 20 big European VCFs, 
if you compare yourself as a Nordic VCF and how they operate. Is there a difference in how they 
invest or how they network?  

VCF 1: No, there are very little differences. I mean, it’s very tough when we are raising a new fund, 
when we get to the section where we state our unique selling points to differentiate from the rest of 



 
130 

the crowd, it’s almost impossible. Of course, we have to write something (laughs) we make up 
something, but frankly there are no differences. 

Interviewer 2: Would you say there are differences with US VCFs? 

VCF 1: Yes. There are differences with the US. There are different types of VCFs in the US. There 
is a VCF for example XXX, that’s a VCF that usually take all their companies alone from very early 
stage and sometimes they even fund the companies and put up the team themselves, from the start to 
the exit, that’s a different model. XXX is also, not the same but they have decided not to raise funds, 
but they have network of LPs that they invest together with. So, if they invest together in a company 
then it would be the partners own money in the company and then they call the LPs and ask if they 
would co-invest with them, we would take care of everything and you can co-invest there. So, 
essentially, we could say that they create a small fund for one specific investment. That’s a different 
model. The reason why you have these different VCF models in the US is primarily I think because 
there has been very successful VCFs in the US and by very successful I mean they have made millions 
of dollars for their partners. They have, historically not so much in recent years, but historically. The 
google investors for example continued as a VCF for example and they didn’t have to do that because 
he was worth several million dollars and he only invested $50,000. That will influence the 
infrastructure of the VC business, if you have these very successful VCFs. We don’t have that in 
Europe, not to the same extent. Again, life science and tech have different multiples. In tech they can 
be very high and in life science they can be between 3 and 6/7 which is not a bad return. 

Interviewer 1: Do you consider diversification in the sense that, yes you are a smaller region but 
when you look at your portfolio, do you try to diversify between countries? 

VCF 1: Yes, we do that. We do that sometimes mostly because we have to. We have contractually 
accepted a certain geographic distribution of our investments. That may be due to some of our LPs 
have special requirements. 

Interviewer 2: Would it be something that influences your decision making? Let’s say we have two 
equally profitable investments. 

VCF 1: No, no. Not in that situation, but it could influence where we are looking for our next 
investments. If we are at the end of the fund we have an active investment period for 4 years and you 
could say we have built a portfolio where we have too many Scandinavian or Danish investments and 
we need a German to satisfy one of our LP’s then we will have to look for a German investment. So, 
in that sense, it could in more extreme cases actually influence and we would have to choose a German 
investment against what we could say a more profitable investment in Scandinavia, that could happen. 

Interviewer 1: Does this diversification also goes into the stage of the company? If they are a series 
A or… 

VCF 1: Yes, yes, we do. We usually develop a portfolio market for every fund that we raise and in 
that portfolio market we describe stages and capital requirements and so on. Of course, the early stage 
companies mostly included in the portfolio are include in the 1st or 2nd year of the fund because it 
takes time to develop them and exit them at the end. But sometimes we would also like to have a 
more mature company and have that investment early in the fund. Because an early sale of the 
company with a good return would of course, it does a big difference on the IRR if you can pay half 
of the fund back within the first 3 years, then the probability of getting into carry interest is much 
higher. Therefore, it is a balance, you need time to develop very early companies, but you would also 
want a developed company to get an early exit. 
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Interviewer 1: Do you then consider this (balance between the stages and geographical location) 
together with then the portfolio company characteristics? In your decision making, how do you 
prioritize those?  

VCF 1: I would say the first and only thing we consider when we evaluate new investments 
opportunities that is the business case, the science. Life science and healthcare is extremely scientific. 
All partners have scientific background, so it is extremely scientific. So, the science and the business 
case and they go hand in hand because the industry is structured in a way where all the easy drugs 
have already been developed, now it’s more difficult and the only way you can address the most 
difficult diseases is by having very unique and very good science. Then of course you also have to 
consider market access and IP position and all that, but that’s obvious, the business case should be 
together with the science. So, when we evaluate that part we of course look at the rest, does this fit in 
terms of geographic distribution? If not, we may have to make it fit, make the company move, we 
have made that two times, that’s another way. In any case, the business case is the most important 
and then we try to navigate the rest. 

Interviewer 2:  But, with “the rest”, do you have other factors that you look into? Say okay, in this 
order or it depends on the business case? 

VCF 1: Yes, we do have, I mean management is a very important factor. But it’s not that we can fix 
an issue, for example we can recruit new management of course. Most of our successful investments 
they have actually had very good management from the beginning. It takes a very long time to change 
management, it is usually very complicated, and it can create disturbances in the companies. I mean 
it can last for years after changing the management. We would like to avoid that by making sure we 
have the right management from the beginning. That’s a very important criteria. 

Interviewer 1:  You mentioned there about the restrictions that some of your LPs might have on 
investments. Would this be something you could use as a competitive advantage or kind of 
capabilities when you are pitching to the LPs? Look, we’ve got a track record in these markets we 
know that you need to invest there, is that something you use to sell? 

VCF 1: Yes, we do that. A good example is EIF they of course have a lot of money and they have 
also a political mandate where to invest, how to invest and requirements that go with the money. In 
some cases, they have a mandate that goes with the German for example, to invest some of that money 
and if they decide they want to use this mandate and they come to us and ask: “would you be prepared 
to invest for example at least 10% in Germany for your new fund?” In that case we would say yes, 
because 10% is what we would do anyway. For 40% we would say no (laughs). 

Interviewer 1:  Would you say that at the moment, or the near future, there is enough capital available 
to satisfy your growth needs and aspirations? Or would you be willing reconsider looking beyond 
Europe and use your industry specific knowledge, especially in life sciences that you already 
established, just to get new LPs in? To get new money in? 

VCF 1: Yes, we do that. I mean the fund industry is as global as a VC. It doesn’t really matter where 
in the ecosystem you really are, it still a global or at least European or US industry. So, we would do 
that. We would also do middle East to Asia for new LPs. 

Interviewer 1: Would you then consider investing in those countries? 

VCF 1: No, no.  

Interviewer 2: Do you think there is anything else we need to cover that we haven’t mentioned? 
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VCF 1: No, I think you have been around the issues and the questions. I think it is a very relevant 
thesis that you are writing. But I think it’s a little bit simplistic to ask why a VCF in the Nordic invest 
abroad. 

Interviewer 2: What would you like to know? If we could do a research. 

VCF 1: If you could do a research I would like to understand the European ecosystem. I would like 
to understand why, it could be interested to see if we could trace the streams of money around in 
Europe, where does the money come from, what are the types of VCFs that attract the money and 
where do they invest. And see that in the network of this 20 plus 30 smaller VCFs. Okay that could 
also be an interesting angle on this because in addition to the 20-key big VCFs in Europe which we 
consider ourselves a part of. There are a number of other smaller of VCFs. That is something 
interesting. What makes a good ecosystem for VCFs. How it would be possible for these VCFs to 
grow and become more international if they need to do that, but I think that is the ultimate goal for 
most managers, that is to grow and raise bigger funds and be international. 

Interviewer 2: Do you see some of these smaller VCFs as competition? 

VCF 1: No, not competition. We see them as co investors. Very often they are dominated by 
government money, so they are dominated by a political agenda. But usually don’t have the 
competences that VCFs have. That’s something you could describe as ecosystem. It’s really a 
dilemma. They get government money, $10m maybe that’s the size of their fund. We operate with 
management fees of around 2%. 2% of $10m is not a lot of money if you want to build a team of 
experienced VCFs, it’s very impossible to do that. But still they make be able to raise the management 
fee a little bit and raise it to 3% but it’s still not a lot. So, what do they do? Some of them remember 
they have a board of directors from political organizations so their understanding of salary level is a 
bit different from our understanding of salary level. So, they would never be able to recruit me for a 
such a fund, I mean, it’s impossible. Not that my salary is that high (laughs) but it is, compared to 
what they can do, it’s not realistic. They cannot attract international profiles and so on. So, in many 
ways you create this level of small size VCF that really cannot attract the right people and they cannot 
follow on the investments, they can maybe make the first investment and not following investments 
and if they can’t do that they will be diluted, in a down route. They will be completely erased from 
the cap table almost. So, it is also very different for them to make money on the investments. That’s 
one of the very big issues in Ventures. How do you get the ecosystem to work with this early seed or 
pre-seed investors? Because they cannot make any money, it’s almost impossible, but nevertheless 
we need them because otherwise our deal flow will dry out, there won’t be any companies for us to 
invest in. So, this is one of the big issues we have to resolve, and I don’t know how to do that. 

Interviewer 1: Have you considered partnering with them in the sense that you will provide them 
with services, for example monitoring or helping the management team or maybe some extra capital 
that would then be repaid with and interest later on. Have there been any thoughts on how to create 
this... 

VCF 1: Yeah. The mentoring part and the consulting part we have been doing that and we are doing 
that both in formal basis but mostly informally. In terms of investments no because the risk is too 
high. I mean it’s the same reason why others don’t invest, other LPs don’t invest in, because it’s so 
difficult to make money. You cloud do this, Thirdrock is an example but their fund size is a 1bn$ but 
they can take the company all the way to the exit and they don’t have any time limits. So, in that way, 
US has in many ways resolved that infrastructure issue, we haven’t in Europe. 
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Interviewer 2: Would you say if these smaller VCFs maybe would get together and then get more 
money to work with and take a company all the way. Would that be a potential solution?  

VCF 1: (Silence) Yeah, but in order to get that level of fund size you will have to be extremely 
successful with an extremely good track record like some of the US VCFs and they don’t have that. 
So, it’s not realistic, they can raise the money. 

Interviewer 2: How do you see the kind of different government role in encouraging this early stage 
investment in different European markets? 

VCF 1: There are very big differences and you could say also differences in the legal framework they 
work in. In the UK for example you have a lot of tax benefits, actually cash benefits if you have R&D 
costs of a million for you would not only deduct that from your tax but you would actually get 
payment back from the authorities. So, in that case every time you invest in R&D you will be able to 
leverage your investment. That’s something that it’s just started in Denmark as well and a few other 
European markets. Denmark has a completely different structure but at the same time very active 
structure, for example Vaekstfonden is a very unique institution seen in European perspective and 
extremely successful also in European perspective. And is something that most of the startups and 
entrepreneurial ecosystem they envy Denmark for having Vaekstfonden and that type of institutional 
investor supporting both VCFs, establishing new VCFs, new startup capitals, loan, equity capital, 
that’s a very unique structure. Sweden on the other hand have a bunch of business angels, historically 
Sweden has created more high network individuals that Denmark, many reasons which more political 
than anything else and they are in return supporting startups. I mean they have to do something with 
their money and they enjoy starting new companies. So, in that way you could say the infrastructure 
and the model is very different on different European countries. 

Interviewer 1: I noticed that some of the investment that XXX was part of you had actually invested 
in Denmark and then list it in Stockholm. Is that kind of common as well in the sense that when you 
then thinking of a company in a foreign market do you then think in how can you exit and what could 
be the opportunities? 

VCF 1: yes, we always. Before we make an investment, we have an exit thesis. We have identified a 
number of potential buyers, we have identified lightly IPO track if that’s what we want to do but 
moving companies to another stock exchange is actually something we have been more or less forced 
to do that. In some cases, it actually makes sense, for example we moved a company called XXX to 
the US Nasdaq and we did that because their market, their product fits the US market, has no 
justification in the European market. So that was kind of an obvious choice. In terms of Copenhagen 
and Stockholm it comes back to the structure of the financial markets. The financial structure in 
Swedish financial market, first of all you have an extremely strong retail base in Sweden. I mean 
almost every Swede has ActionSpark Kontor which is a tax-free account that you can have and invest 
from that account, its only when you take the money out that you will have to pay tax. Very attractive, 
we have a little bit the same with our pension in Denmark. Works a little bit the same but you don’t 
have the, it’s not something where you can work the money like you can in the Swedish market, that 
has encouraged most of the swedes to have a small account and invest it privately in the stock market. 
We don’t have that in Denmark. I mean the stock market in Copenhagen for small cap is almost 
dysfunctional I would say. The liquidity is so low that it doesn’t make sense. Just to give you an 
example, we listed XXX in 2017 in Copenhagen and it was a very successful listing with a market 
cap of X we raised X DKK. The stock prices are fluctuating but its fluctuating because some private 
investors want to buy a new washing machine or whatever, they don’t have cash from it so they sell 
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500 shares and the share drops 20% in that single day, I mean it’s ridiculous. That’s a dysfunction of 
the financial market. That’s why we go to Stockholm. 

Interviewer 1: Do you see this kind of dysfunction as well in overall Nordic VCs investment, that 
there isn’t enough demand or opportunities in the Nordic market and that is why you have to look 
beyond?  

VCF 1: Just an example. We are raising a new fund now and we will start investing in a new fund 
after summer. Then we would have 4 years to make let say 14 investments. That is not possible in 
Denmark alone. I mean we could do it but the quality that meet our criteria. So, the answer to your 
question, we would not be able to deploy this amount of capital into Denmark which I think it’s 
another good reason on why we invest abroad. 
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II.2.2 – Transcript VCF2 
Interview on 09/05/2018 

Interviewer 1: You could start by telling us a little bit in what’s your view on the internationalisation 
of Nordic VCFs. What does that bring to mind first? 

VCF 2: Our focus is on B2B software because that is what we know (from XXX), we don’t want to 
do gaming, hardware or anything like consumer apps as much as that’s not where our knowledge 
goes. Therefore, for us, on top of that we are a series A investor, so we don’t do very small tickets, 
but we do 2 to 4 million or something like that, typically. Which leads to in order to get that in order 
to get the best deal flow we need to have in our fund, we need to get like 15, 16 companies so if we 
stayed only in the Nordics in our focus area, they might end up being a bit of a bad quality and the 
math doesn’t work. You need to get very good companies in your fund. If we were a Seed investor 
then we would have a lot more where to choose from even if we stayed in Finland, I mean there are 
a lot of seed investors in Finland that are focusing only in Finland, some in the Nordics, some in the 
Baltics and so on but at least that’s our view. Given our focus we have to expand our deal flow and 
that’s why we invest in other countries. Mostly in Europe, I’d say 90% in Europe and a very small 
portion allocation of our fund that we can do outside of Europe, but that’s more of an exception than 
something we pursuit. 

To get to your question, in our view, we just need more deal flow to make the math work. To find 
enough good companies that we can invest in and I think for the rest of VCFs is the same, I mean, 
they need a certain amount of deal flow from wherever to invest in a certain amount of companies. If 
you are a seed investor of course you get a much higher deal flow, or you can see much more 
companies at that stage in maybe your home country. Of course, the other way around, the more you 
can focus in one area the better you are the more you can focus in one area the better you know where 
the companies are and so on. That’s why we try to focus on Finland, Nordics, that’s why we won´t 
touch at all or we don’t look proactively for companies outside of Europe because that wouldn’t be 
focus and you would have some companies here and there and you won’t find the best companies. 
You try to stay as small focus as possible but as big enough focus to see other companies. 

Interviewer 2: Is there any other thing that you look at? You mentioned that you are forced to go 
abroad, but is there anything else, what other things come in to your mind? 

VCF 2: For us, in the end, it’s all about the quality, how much we can believe in the company. I’m 
sorry to say but the Nordics, well Swedes are doing a pretty good job but Fins and so on, there is still 
not that kind of experience that everybody know how everything works. So, at the same time it is 
easier to find better companies from say Berlin, London, Paris and so on because there is so much 
more material to go through and of course, they have more experience and have more connections. 
On the other hand, because they are better it means much more competition. When you do find a 
good company from close that helps, there is a better chance of winning those deals. 

Interviewer 1: We saw that you’ve done quite a few deals in different syndicates in the US and also 
around Europe. Would this also be a reason why you invest abroad? 

VCF 2: Yeah, for us specially, we have a certain type of expertise if you can say that. There are two 
parts, we are not the biggest fund, we don’t have half a billion funds that we could just spend money 
as much as we want, take the whole rounds, that’s just not it. So, for one part, when you are investing 
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in companies in series A and they have huge traction and the values start to go up a bit, specially that 
happens with companies outside Finland, Baltics, even Swedish, it starts to be very highly valued 
nowadays. That leads to the fact that the rounds are a bit too big to take on our A. So, if there is a 10 
million series A we could never do a 10m series A on our own so that’s one part, we want to syndicate 
so we can have a meaningful ownership. We always have our own calculations where we see how 
much we want to have of ownership when we invest the first time because it will be diluted. But we 
will try to keep some sort of meaningful investment or ownership at the time of the exit.  

The second point is of course because we have our own expertise and we are very good in everything 
that relates to B2B and scalable products, very data intensive products where you have huge amounts 
of data and you build your company on top of the data, you keep building value for your customers 
but at the same time you keep building a “boat” against competitors, and the bigger it is the more 
network effect you have, the more data you gather and the better you use it. That’s where we are very 
good at.  

Then there are many companies that are doing very well and have a consumer focus and that is 
something we can honestly say we are not the best ones but then we can say that “this guy” is much 
better so then it is about joining forces with investors so that we can make the best syndicates, the 
relationship better for the companies, as much expertise as possible that we can provide the company. 
And then finally, a third point, as you said we invest with US firms also because at some point, I 
mean, all but 1 or 2 companies from the whole portfolio are originally somewhere else from Europe. 
Now, at this time, half the companies are best in the states, but they had to move there because the 
customers are there, or the investors are there and so on. So, the third point is it does make sense to 
syndicate with those companies that have a better knowledge in those markets, especially in the US. 
So, I think those 3 points are the ones why we syndicate, and we definitely do like to syndicate, we 
don’t keep it to ourselves. I think there is more upside that downsides if any. 

Interviewer 1:  Would you say that sometimes you would invest into a company in order to get closer 
to some potential syndicate partners? Let’s say you are looking into a portfolio company that is 
relatively interesting but might not offer you the very top opportunity compared to some other out 
there, but you are willing to take the investment just to get to know the syndicate partner for future 
investment. Kind of open the deal flow for some bigger us fund for example. 

VCF 2: That’s a very interesting question but I would say that no and the reason is if we do 15 
companies, and even if we do 15 companies that are absolutely tremendous, and we think they are 
really really good and will change the world and everyone will be a unicorn. But realistically 1/3 will 
probably not do well, 1/3 will probably be so so and bring our money back and then there is the last 
3rd that would be good and maybe the last company that would be really really good one. And that’s 
just the fact, it’s not because we are bad investors but it’s because it’s really hard. Series A is so early 
nevertheless that you never know what happens. So, I think our model is that we cannot afford so and 
so deals because some of our deals will already be so and so. 

Interviewer 1: That makes sense, I guess it has to do with the size of the fund. When you are investing 
with these syndicates, have you noticed any cultural issues with your co-VCFs?  

VCF 2: (Pause) Well of course there is always the is always the minor cultural details, but I would 
say without a few exceptions, everything is always kept professional. It’s not really a big issue. Partly 
because we syndicate with partners that we know from before. Quite often is a VCF we already know 
from before, maybe it’s not a company that we know as a whole, but our partner knows their partner 
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or they are good friends and share deals and then it becomes the other way around so there is quite 
long relationships in most of the syndicates. Of course, it can always happen that we are looking into 
this company and we don’t know anyone who might be joining but then we start talking, so I don’t 
think it’s a big issue. (he gives an example where they left a potential syndicate due to issues with the 
partner, min 19). It might happen but there could also be personal things, so you never know. 

Interviewer 1: When you are looking for new opportunities outside the Nordics or outside of Finland. 
Do you sometimes also do investments to say Germany or Italy just to get more experience in that 
country or environment? You’ve identified companies coming up in Italy in the next 5 to 10 years so 
you have identified a trend, let’s invest into one and we’ll get to understand Italy better and be more 
comfortable investing in the future.  

VCF 2: Again, I would say it’s a bit of the same aspect as to syndicating with partners that you want 
to get tap into. I would say it goes the other way around, we don’t at least proactively do that, maybe 
there is something unconscious happening I don’t know. But we keep our focus, we want to invest in 
the best companies and once we do invest however then we start looking at the area more closely and 
of course it helps really really much. But still, I think we should go company first then let’s see where 
the company was based. For example, we invested in this company that we actually never even been 
to that company and it came referred to us from one of our VC friends that was already in that from 
seed. And we said ok we don’t really know about this country that much but it’s a straight forward 
B2B solution and we know this space very well, so we looked at the numbers, it looked good and we 
said yes, lets invest in this. And after that what happened since the board meetings were there there’s 
always someone, usually the main partners for that company travelling to that country maybe once a 
month or 2 months and he starts to get to know the people over there and that has worked well for us 
so know we have a better view of what is happening in that country. So, it goes the other way around 
for us at least. But it is really helpful to have a company in the country you haven’t been before, and 
you start building on top of that.  But then for us for example Germany and the UK we’ve had 
companies there, probably one of the first new companies from the real portfolios, one of the first 
companies for the big portfolios were from Germany and the UK I think so we’ve had for a very long 
time some presence in there and that’s why it helps, and we keep investing in Germany and UK 
companies.  

Interviewer 2: We are also interested to know if there are any other factors that might drive you to 
invest abroad. Let’s say, does diversification play a role in your decision making? Whether it’s within 
industry or stage of investments. 

VCF 2: Let’s put it this way, definitely not kind of like valuation like keep it Finland or in Nordics 
or Baltics even. So that doesn’t help when you go abroad but there is for sure some type of industries, 
I would say, that are better in some cities. For example, everybody knows that London, if you want 
to be on top of FinTech you have to be in London. Maybe similar things could happen so, and then 
there is of course a lot of communities. Also, one of the factors to go aboard and special to have 
regular presence in London and Berlin is actually that it takes work but at the same time because there 
is so much happening in these cities it’s at the same time easier to get, in a way, you will get with less 
effort more deal flow and better companies. That’s the reason why we have in 2017 when we closed 
our second fund, we opened our London office and we had our two guys of the investment team in 
the London office because it makes to have it there than to for example open up an office in 
Stockholm. It requires much less work when you are doing something there. That’s definitely one 
way to look at it, when you have a presence in one of the big hubs at least you get to tab into more 
deal flow than if you go to Poland and so on. 
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Interviewer 1: You know, you mentioned after you family fund you became and institutionalized 
fund with the 2 funds (45 and 80m). Do the institutional investors have an impact on where do you 
invest? Do their requirements or requests impact how you make decisions?  

VCF 2: Yes, short answer. Longer answer is that we do have, and I can tell this because in Finland 
you can go to the trade registry and see who the investors are, you will have to do a bit of work but 
it’s all public. For us, our biggest institutional investors are the European investment fund which sits 
under European investment bank and then we have XXX, Finnish industry investment which is like 
a fund of funds where insurance, mutual funds have put money, so they don’t have to do the work, 
they can just pour the money there and lets go invest in a VCF. For the IEF for example, their money 
should be used for EU companies, right? And then for the Finnish industry investments they would 
preferred that their money, not all, but they prefer we invest in Finnish companies. So there, it comes 
with this kind of quotas that we knew that when we were raising fund and we accepted the terms so 
that’s it. It’s more restricting because we are based in Finland so it’s not like “you need to spend the 
money here”. But it’s not a reason why we look for abroad investments because in any case we want 
to do European investments and that allows us to do them. What it does not allow us to do it to spend 
all of our money outside of Europe. 

Interviewer 1: And have you noticed any kind of feedback or interest from potential new institutional 
investors after you have invested in foreign countries? 

VCF 2: I would have to say I’m not the best to answer fundraising questions because I’m not really 
involved specially since we are not in touch with new potential investors at the moment. I think, at 
the moment, because we want to kind of like, it´s like the chicken and the egg problem, we want to 
keep our focus in Europe probably at least for now and probably for the next fund. Because our 
resources are quite limited, so it doesn’t make sense to go around the world trying to understand more 
things but actually try to become very good in something and we´ve decided that we will stay in 
Europe. We definitely don’t want to position ourselves as a Nordic VC so much even though we are 
originally from here so that we invest in the whole Europe. And that’s of course been very fine. It’s 
good to have focus. 

Interviewer 2:  Besides this one that you are mentioning, are there any reasons you are not investing 
abroad? You say you are focusing on Europe mainly and yes, some in the US right, but I want to turn 
it around and ask why not expand beyond that? Besides the limited resources. 

VCF 2: The easiest is of course that at the moment our fund structure or our institutional investor, 
that’s one. Two, given our funds, the valuations in the US they are high, even though they are maybe 
coming down at the moment but in any case, is so much work (inaudible 32:33). Even if we did want 
to somewhere else, it would still require quite a lot of background work. You will still have to build 
your company there, it’s like a startup going abroad. You would need definitely more presence there, 
you would need to start knowing players there, it’s kind of like a very very long game to become a 
relevant partner, at least in the US, I don’t even want to touch Asia or China because that´s a whole 
different game. So, not just because of resources but also because of our expertise and knowledge, 
we have absolutely no idea. If we wanted to invest abroad we should definitely need to hire people 
that are based there, that have been there for all their life or have a very good knowledge on how it 
works and where to find the companies and who to partner and so on and so on. So, you know, we 
are not good at it, we understood what we are good at, at the moment at least. But who knows, 
everything might change. 
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Interviewer 1: You mentioned earlier and, in your answer, as well that it’s important that it’s 
important to be present in for example of London and how if you invested in a country it helps having 
the experience of already having a company there. What other country specific factors are you looking 
at when you consider an investment, or do you look at any? (VC 2: what do you mean by country 
specific factors?). Country specific factors like legal environment, stock market, economic 
environment and so on. 

VCF 2: I think it’s pretty easy since we focus in countries within the EU. Let’s not go into the Brexit 
debate because I have no idea what is going to happen or what it will do to that. Because of the EU 
and everything, all the countries are more or less the same in the end in Europe. We never killed a 
deal because it was from Slovenia or this is from here or there. Partly because it doesn’t make a 
difference within the EU. We still need to make due diligence and that doesn’t make any difference. 
I know for a fact for example, that we would never invest in Russia because of cultural reasons, I 
don’t know, it’s a very different game to be politically correct. We won’t do that even if they were 
from St Petersburg. Maybe one thing to consider maybe it’s not country specific but a city specific. 
Let’s say you are a really good company doing something from Sicily or rural Italy. There comes the 
question, can they manage to do everything they need to do from there, if they want to do something 
global, can they do everything from there? They always have to fly to Rome and change flights and 
that actually might be a question because at some stage if they want to become really big, are they 
willing to move around and go where the customers are go where the clients are? It also comes down 
to that, when big companies, let’s say Google, Amazon, Facebook or whatever, when they want to 
acquire your company they won’t acquire the team from Sicily because there is no point of having 
like a Facebook office in Sicily or something like that. Unless everyone is willing to move, etc. But 
it makes it much easier if you are already established in these cities where they are. That might come 
into question but it’s also very minor details, specially at the beginning. 

Interviewer 2: So just to recap a little bit. We spoke about a lot of different factors that you look at 
when investing. Do you have this, or can you put them in order or do you do that before you invest? 
Are some more important than others? Maybe one factor that we haven´t mentioned yet is the quality 
of the team of the startup you are investing in. Do you usually put them into most important to least 
important, or you don’t? 

VCF 2: Yes, and no. I would say that yes, especially now since we want to focus in Europe and we’ve 
invested our allocation of the fund to outside of Europe. So, at the moment it’s close to impossible if 
not impossible to invest in any other country if it’s not European. That’s the first thing, are they from 
Europe? No, then not for us this time. After that, very often, especially when you go through deal 
flow, you are getting contacts and everything, very often they think that they are where we want them 
to be but they’re actually a seed company or a seed plus company but definitely not a series a company 
or somewhere we actually want to invest in at the moment. And that’s a load of our deal flow, so 
these are two clear check marks. So, are they from Europe, and are they a deal we would moderately 
consider. After that it is of course, do we know the area? If it’s a B2B company or for example if it 
would be a gaming company, we would say for example very quickly no. There’s a few very easy 
criteria that we first check, after that if everything works out if they could be a potential company we 
would like to invest in then yes, we start looking at first if is it big enough? Is this company going to 
be big enough given that they grow immensely? Because sometimes a company could be doing really 
well but even if we get 100% market share we would still only get 10m or something. So, then that’s 
something to consider. Second thing is of course, team does come, that’s our assumption, that the 
team is super good quality if they are doing a super good job. But of course, once we start discussing 
that is something we are going to check, do they actually know what they are doing? Do they have 
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experience and a lot of reference check from both what they give us and who do we know, because 
when you ask for reference they will only give you good stuff. So that’s team and lastly of course 
since we are a series A investor they already have some data in the area of economics, user based, 
terms, customer acquisition, sales, etc. So, we look through all that. Is there a model here that will 
make this, with our money, series A investment can we like (inaudible min 43:46)? Are those numbers 
in place already now? Typically, they are not. 

Interviewer 1: So, we talked quite a lot about your investments in Europe now and kind of the focus 
you have there. But you have those few investments in the US, can you tell us a little bit more about 
those and how they differ compared to the European investments? Anywhere form the process of 
screening them or even investing them or managing them. 

VCF 2: First of all, as I said we don’t look proactively outside of Europe. All the companies that we 
have invested are not European we still saw them in Europe either by a referral of a European friend 
or we saw them at some event. What makes them different from the European company is that they 
might be a bit earlier and they could be a little bit riskier but definitely with the upside if everything 
goes well. So that’s definitely the most critical difference, if we want to find moonshots from Europe, 
if the company is outside of Europe there has to be something extra on top of it. So, I think the biggest 
difference comes from choosing that company. If it would be just a regular company just coming to 
our attention, I don’t know, it doesn’t really make sense to start competing there. But if there is 
something very very cool. We should be focusing in Europe but in this company now, there is just 
the right things going on and there is a very big potential so it’s more like an opportunistic investment 
except for a very rational one. But then, after we do the investment I don’t think there really that 
much difference because we keep travelling to the US, we have most of our companies are from the 
East Coast, we have companies both in Boston and New York, quite a few companies there, having 
their HQ there. So nowadays it doesn’t make a difference anymore there because we still, most of our 
portfolio are from the US, yes some of the research might still be somewhere here but the CEOs are 
in the States. After that, I think it’s all the same, it’s both screening process and select the company 
which makes a difference. And then of course there might be some issues like some legal things that 
are not the same in the US. But, we have some of our investments which are kind or European, let 
me put it this way, if they use the series A money to go to the US, we are investing in a US company. 
But they are originally European so that’s one thing, and because of that we are already quite familiar 
on how the US legislation works. For example, one of our companies is from XXX which they require 
to become a US, through the XXX we invested in them. XXX which is from Hungary, but we saw it 
as a, they are like a US company at the point of investment but since our money is used that they are 
a Hungary company that built a company in the US. 

Interviewer 1: Have you come across any kind of difficulties with your own capabilities, like you 
own experience as a fund then when you invested in the US. Like well, our B2B knowledge doesn’t 
really apply here. Have you come across any difficulties like that? 

VCF 2: Not in my time, I think. Because of course, go seven years back and you might find a lot of 
stuff. But we´ve always been in the US, I mean XXX it was all over the world, but Oracle is a big 
chunk of Silicon Valley, so they’ve been ever since our partners have been in contact with the US. 
The main difference is in the network that you have but even that it started to get really good and 
there is even less and less significant because at this point since half of our companies are in the US 
and they are talking with everything from Netflix to Tweeter to very small players so through them 
we of course start having contacts. The only thing that matters of course is that our VC network is 
much bigger in Europe than it is in the US. But then corporate level doesn’t really matter anymore. 
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Interviewer 1: You talked there a little bit about the network in the country. Do you have a specific 
role that your syndicate partner or network partners usually have when you invest abroad? Are you 
giving them, say you will be the one screening the company and see that the management is working 
properly, and we will come with expertise or is there a division of labor in that sense?  

VCF 2: No, when you typically syndicate, either. We always at least we lead the round and in 
syndicates we at least co lead it and that means that everyone does their own work. Both VCFs have 
their own process on how they check the company and they go fully through with their own processes. 
When it comes to networks, it does of course matter who do you partner with and then it’s not only, 
of course there are the very big names like Sequoia and then smaller but still very significant VCFs 
you may have like well these are good in the media space, these are good in the data analytics space 
or something like that it’s also how we would like to syndicate so you know even though we have a 
lot of expertise we are still very generalist compared to some of the VCFs.  

Interviewer 1: Do you see any difference in deal structure meaning size, equity you are looking for 
and so on when you are investing on different countries? 

VCF 2: Well, yeah, I think the bigger the hub and the more there is competition or the more there is 
money available and the bigger the ecosystem the valuations are bigger but that’s in general, of course 
Finland has lower valuations that a London company or a Paris company. But in the end, it always 
comes down to who is the best company to fund the company. There is so much discussion going on 
that at some point it’s the deal structure and the terms that makes a difference or are different from 
Finnish companies but when both parties realize we are a best fit they actually start making less and 
less meaningful. We want to work together so terms come after that. And the more we have presence 
the more, the less difference it makes in the terms. 

Interviewer 1: What do you see then as a main difference between Nordic and non-Nordic VCFs. 
You talked a lot about how investing in Europe is quite straight forward, similar kind of countries, 
similar kind of cultures professionally speaking, but then there are still VCFs in the Nordics like in 
Finland like yourself and VCFs in Paris or Madrid or whatever, so what is the concrete difference 
between those? Or is there any? 

VCF 2: Well I guess the French guys always want to play with each other, they don’t want to have 
anybody aboard, but that’s just French. Of course, one big difference in London you have these very 
old VCFs, first comes to mind Index and Axl, they have been in for so many years, so they are really 
established in the whole European ecosystem and there is no such thing in the Nordics, even the best 
and the longest I think in Sweden Creandum, is doing very well with their Spotify IPO now, they are 
very small compared to the big guys. But then again, I think there are also big players in for example 
Berlin. Now when it comes to new funds or young funds, then the difference starts diminishing. Of 
course, they have very different access and if there is a Berlin company they can get themselves 
employed just by looking at the Berlin scene or maybe the German scene, while the Nordic VCFs 
will have to do a lot more work to get into the same deal flow position. So that’s one of the advantages 
of what they have compared to Nordic VCFs. In terms of work flow and everything its getting quite 
structured since everybody keeps travelling everywhere and everyone is meeting everywhere, and 
everyone is doing deals everywhere is kind of started to consolidate more and more. So it’s more like 
one fund being different form the other instead of maybe why because it’s from a different country, 
but you know Nordic VCFs there is less people around, there’s smaller companies, smaller 
institutional investors around so you know, the funds are also smaller and it acts a bit like smaller 
scale and hopefully that will change but you can probably see something like when I started more or 
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less in the startup scene or ecosystem 5 or 6 years ago, I remember this, I don’t know if it’s really 
true, but I remember that one company got an investment from True Venture from Silicon Valley for 
example or a Silicon Valley VCF that invested in a Finnish company and everybody was saying “wow 
this guys are so good, they didn’t even need to flip to the US and they got an investment from Silicon 
Valley”. And nowadays I don’t think it really matters, of course they might prefer to have a for 
example a US company, but they keep investing more and more where the companies are and in 
Europe that has been happening for quite a long time, you don’t have to, “we will invest in you if you 
are a Finnish company because everything is much easier” that never happens anymore.  

Interviewer 1: Trying to link the two, I mean before we talked about the Nordic VCFs not having 
enough Demand in the Nordics region and then having to invest aboard. That might not be the same 
situation for VCFs in London, or Belin or France. Do you think that kind of plays a role on how you 
syndicate or how you are perceived by local VCFs or how they manage the companies? Are you seen 
as “oh, you are coming to our field where we have all these great companies”? Do you get this kind 
of negativity sometimes? 

VCF 2: No, I don’t know how the situation was 5 years ago but it’s definitely not like that now. I 
mean, everybody sees us as a European player nowadays. Of course, we are a smaller fund and not 
too old, we are not from the .com era or even before that like some companies. No, definitely not, 
that’s why we wanted to keep our focus we want to be good at something, then it doesn’t really matter 
and then we can very easily talk with, even I as a junior have no problem contacting London 
companies or Berlin start-ups and they are happy to have a call with me and we might even have an 
investment with them. The same goes with other VCFs, I make constant calls all the time with other 
juniors from other VCFs and share deal flows and intel like “oh what have you seen in Berlin” and 
I’ll tell them what I saw in Berlin, or in the Nordics and they say, “ok I actually was in Finland, have 
you heard of this?”. Yeah, we check them out and we exchange, we like them because of this and 
because of that but we didn’t like them because of this or because of that. It doesn’t really matter, of 
course they see a little bit more, but they know there are so many VCFs coming out from the Nordics 
right now which can provide both, money and expertise and connections and they will have to 
compete in the same way against us and other VCFs from their own city. And you know, very rarely 
there is so much competing, I mean, I´m very good friends so many other VCFs and we mostly share 
deals and so on and work together than try to keep everything for ourselves and not share anything. 

Interviewer 1: We touched upon the size of Nordic VCFs several times and how small they are, but 
do you think that has an impact on the result of investments? Do you think that Nordics VCFs, as 
they are smaller they can have a more specific focus, maybe a bit more targeted and then have more 
hands on with the company? Do you see this happening?  

VCF 2: Of course, I mean, it’s a bit like both ends. On one hand if we are small, I mean, we are still, 
there are a lot of funds outside the same size as us and then a few very giants. So, I think everybody 
wants to give very hands on. Of course, if we invest on companies from close clusters let’s say if they 
are from Helsinki it’s very easy to stay in touch and so on. If they are from 200km from here then 
doesn’t make a difference where they are from XX or Berlin. So that’s one, is they are very very close 
like Helsinki then we might interact with them more but otherwise it doesn’t really matter. So, I don’t 
know, maybe if that’s one thing if there’s big London VCFs and they can only choose London 
companies if they want to maybe they want to have something more. I would say at least we are and 
I know a lot of other companies would like to be hands on with the companies. Now, what was the 
second part? 
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Interviewer 1: Yes, do you just see that they are maybe a little bit more successful in their investments 
that other VCFs. There are small VCFs in France and Spain as well… 

VCF 2: Sure, More successful? I would say of course the few giants are of course more successful 
and that worked also for Silicon Valley since they have a lot of money they can do crazy bets and 
typically they will be find, because they have a big name, they will find the best deal flow because 
you know, companies themselves will go to them and if there is competition they will often win it. 
So that makes sense, that’s not secret why Sequoia are doing so well. But other than, I mean I think 
it’s more the skills of the company that where they are located but as I said, does it make it that much 
of a difference? But it does require more work from us to actually find out what´s happening in 
London and so on if the best companies are coming from there. 

Interviewer 1: You mentioned once this ecosystem concept, of VC ecosystem. Do you see that the 
European ecosystem is strong in the VC industry? How do Nordic VCFs fit in this ecosystem? Do 
you have a specific area that you specifically known for? Or is it that everybody is in the same level 
and you just share information across? 

VCF 2: In general, the European ecosystem is I think of course, not the same as the US, but I think 
constantly getting there. One way you can speak of a European ecosystem, I mean, people keep going 
here and there, but in the end, its more about like cities or countries but even more about the cities 
and how do they function, there’s London and Berlin when something happens every single day there 
is always an event. But at the same time, they are very big so not everybody knows everybody 
whereas here in Finland, not that much happens every day or even every week, but everybody knows 
everybody here. In Stockholm is also very hard to know everybody but they have this fragmented 
thing like groups where some people do it here and some people do it there but all in all I think it’s 
very, like Europe is very, democratized. It doesn’t really matter where you are from as long as you 
do your homework and put some resources you can be anywhere. For example, my focus area is 
Sweden, on top of Finland and I’ve been there sometimes but I know already most of the VCFs and 
I know quite well what’s happening in there of course I can’t meet them, we don’t have any ad hoc 
meetings or anything like that. We have a very good feeling of what’s happening in Stockholm and 
what the best companies at the moment and so on. But of course, we miss some which probably won’t 
happen in Helsinki. But then in London things are so big that even if we have people there they 
probably won’t know everything that’s happening. 

Interviewer 1: What would you say makes a good ecosystem for VCFs? 

VCF 2: Good ecosystem for VCFs. I think it requires active players from all different funds, so you 
have to have co working spaces that help the small companies out, you have to have good business 
angels, not just people pouring money but good business angels that can actually help with their first 
step. And that is something than for example the bigger companies or the bigger cities have done, I 
mean they haven’t done proactively but because there’s been successful people that has built 
successful companies and now have some money to spend. Now they are very helpful for new 
companies and they keep on building on that and then of course there is also a very active you know 
VC sharing and deal flow share. That makes all the difference when you get to know a bit better 
because in the end its all partly competing but very rarely is all the VCFs are equally good for one 
company and then it’s about finding the best fits. 

Interviewer 1:  You mentioned this earlier, that you wouldn’t invest in Russia or probably not also 
in China because is such a different environment but what if one of your good syndicates in Europe 
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suggested a deal in say Latin America, let’s say Mexico and you looked at the company and the 
company looked pretty good overall with quite an interesting case, would you be willing to go beyond 
your geographic scope if your institutional investors allow it? 

VCF 2: If we were allowed (pauses), yes, we probably would, I mean, given that there is something 
special and if it is something that we know like a very very close to our heart then yeah I don’t see a 
reason why not. 

Interviewer 1: So, you wouldn’t be concerned in for example cultural reasons or understanding the 
environment there? 

VCF 2: If they are a company from somewhere else than Europe they probably still should have a 
focus of a going to the US or coming probably to Europe. To do something at least, even if we don’t 
know that well the country form where they are from we will know very well the countries where 
they will operate. So that’s the main issue, either than that I don’t know, of course if we go forward 
with the deal we do very extensive research and we get to know the teams and I don’t think it matters 
where they’re really from. There are even differences in Finnish founders. 

Interviewer 1: Does the stock market environment or M&A environment in the country you are 
investing in has a big impact in the country you are investing in?  

VCF 2: I don’t know if the stock market since IPOs happens very very rarely. And half the times 
they happen it’s probably not a very good IPO or a trade sell probably could have been better. So, I 
don’t think that matters. But then regarding, as I said already earlier, it does affect like where they 
are and you know, you have to think what will happen if they exit, who will be interested in this city 
for example. I mean even Berlin might not be, say for example you have a very good research, what 
would make sense? A very good AI regarding drones or something in Stockholm and then Amazon 
would buy you because they want drones, even then if Stockholm is very good it still would be very 
much easier if they would be in London. So, you know, it doesn’t really matter at the beginning but 
towards the end you start to start also thinking what kind of teams do they, or where do those 
companies want to buy the teams from, unless it’s a small team that can just, you know, ship to the 
US or something like that. So, I mean, if they are tactical purchases then it usually means shutting 
down in there and getting part of the company. But if they are strategic purchases, because your kind 
of like let them stay and you then kind of like exploit them strategically from those companies so it’s 
bit two different things, but it does matter where they are from in the end. 

Interviewer 2: Okay, I think we covered a lot of things, but do you think there is anything else that 
we left out that maybe would give us an insight into your process of internationalisation? 

VCF 2: Good question. Not that I can think off, for us internationalisation if I want to summarize it, 
is because we need a good amount of deal flow and we can’t get in in the Nordics given our scope 
and investment structure. And then we touched the syndicates, we always would like the syndicates, 
whether it is because of, depending on what they can offer, we never take dumb money alongside us 
because that’s just dumb. But we always because we are, you know, we don’t do so many investments, 
we can afford to do so and so investments, but we always go first, check the companies and then see 
everything else. And yeah, I think that is it. In the end I think that Europe more and more similar, of 
course there are different regions and its always harder to kind of like win when deals outside but at 
the same time it’s also sometimes it’s actually hard to win Finnish deals because they actually do 
want to get an international investor and not a Finnish investor with a series A. And then on the other 



 
145 

hand its totally different when we are in Berlin for example and a German company doesn’t maybe 
want an international investor. Or they say: “oh yeah actually you are very good at this and you are 
present in London and you’ve taken companies into the US so you are a good international investor 
even if we are from Helsinki”. 
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II.2.3 – Transcript VCF3 
Interview on 10-05-2018 

Interviewer 1: When you are investing abroad, what are you trying to achieve? What’s the main goal 
or motivation behind it? 

VCF 3: Well, to start with what’s the definition of abroad? I mean we are a Nordic VCF or growth 
fund that happens to have its main offices in Stockholm. So, you could argue that investing in Norway 
or Finland is investing abroad. But to us it’s really not abroad. Abroad for us would be say, continental 
Europe, UK or the US. And, but even so investing in the Nordic region actually involves quite 
significant cultural differences. So, it’s almost the same thing, I mean I actually live in Switzerland 
now, but I can say that doing a deal in Switzerland is less of a hassle for a Swedish person than doing 
a deal in Denmark.  

Because the cultural history makes some of these combinations quite tricky. But what would make it 
interesting nevertheless to invest abroad is that you know the feel, you have an idea of how to actually 
create value or you know the entrepreneurs, you know the people around it. So, you see that you can 
bring value added. 

Interviewer 1: Okay, that’s interesting. So, but would you look then for investments outside of 
Sweden? Why, what’s the main reason you are looking at companies beyond your home market? 

VCF 3: Well if you take the Nordics as a region then, all of the countries don’t develop in the same 
pace, so you can some things that are done in say Stockholm one year can happen in Oslo, Helsinki, 
Copenhagen a year or two afterwards, or the other way around. It depends on which industry we are 
in so if you have made a successful deal in a field that is kind of ahead of the other markets you can 
try to repeat the same thing abroad.  

The other idea is that you could, start as we have done a couple of times, in one country and then 
expand abroad. You can start to build something in Norway and then expand it into Sweden. So, you 
can actually be expanding a portfolio company, rather than actually making an initial investment in a 
new country. But there are other restrictions to this that are kind of imposed, because if you are 
looking for institutional funds, money from pension funds, insurance companies and so on. They are 
wholesalers in money, so they invest in lot of things and they have asset allocation tables with buckets. 
They have a European bucket, Nordic bucket, US bucket and so on. And you need to fit into that grid, 
so it’s extremely difficult to raise money to fund something that’s not going to fit the institutional 
grid. So, we for instance are a Nordic fund because there is a Nordic bucket. With many institutions, 
but we still have a carve out where we can make 15% of the commitments we have in investments 
outside of the Nordic region, but then we have committed to only do that areas we know and have 
experience from or with people we know and have experience with. So, it’s kind of imposed as well.  

Interviewer 1: Yeah, so you mentioned there actually that you do investments together with other 
VCFs. I guess these are in kind of syndicates, can you tell us a bit more about those?  

VCF 3: Historically we have done a few of those. Those are more I would say venture deals when 
you, when they pack in a lot of VCFs to have exposure to one exciting journey. And they tend, if they 
are successful, they tend to expand their investor base in line with how they expand the business. So, 
if you grow out of the Nordics into the UK, want to have UK investors. If you go to the US, you want 
to have local investors. It becomes very complicated after a while with shareholder agreements, share 
classes and you don’t get control and influence and so on. We have actually moved away from those 
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types of investments and we are what’s referred to as a controlling investor. We want to have a 
decisive influence on value the value creation and the exit. So, we partner with entrepreneurs, 
meaning that we are often the largest institutional investor in that company and often the only one 
who partners with the entrepreneur. That makes it easier for us to manage the agenda, it also makes 
us more exposed to companies that have higher or larger capital requirements. But it’s, you can say 
it’s a question of what type of risk management you want to have because either you manage risk 
through diversification, you have exposure to many deals, or you manage risk through being active 
and being in control. Then you have larger stakes in each company, trying to influence the agenda.  

Interviewer 2: Right, I’m interested to know what drove you form investing in syndicates to investing 
alone? Could you say that cultural differences in syndication had a role?  

VCF 3: I would say, it’s one word, it’s control. We want to have control. It’s actually based on the 
arrogance that we think if we are involved it gets better.  

Interviewer 1: So you mentioned earlier that you sometimes might invest into other Nordic countries 
because, you might want to expand the company you already invested in or so on. Do you also invest 
into Nordic countries or other European countries in order to kind of gain experience for a future 
investment? So, you make maybe a smaller investment into one country because you can see that 
there is a booming cluster of a certain technology or industry coming up and you expect that there’s 
going to be very good investment in the future.  

VCF 3: I think that’s more of a venture capital approach to doing things, these small bets on things. 
And then try to extract as much as you can. That’s not how we do business, we want to be involved, 
we want to be partners with the people invest with. We are, I mean from my point of view, we are 
much more serious. If we invest somewhere, it’s because we want to team up with a management 
team and we want to make something good great and want to do that jointly. We want to contribute 
our experience and knowledge with combining with theirs, value added, and create a good company.  
The other approach you are referring to is more venture capitalist which is more like placing bets in 
the stock market. I mean you don’t have liquidity, but you place lots of bets, you see what happens 
and you have opinions about things, but you are not involved. And I mean that’s being on the other 
side of that equation is rarely interesting because people start whining when things go bad and when 
it goes well they steal credit. So, but it’s, I mean, you can make money doing both and I think both 
are needed in an ecosystem. But we are more in the controlling side of the things than on the betting 
side.  

Interviewer 1: When you invest into foreign countries, do you think about any country-specific 
factors and how they could influence your ability to manage the company or future exit? 

VCF 3: I mean, one very important factor that we actually work with all the time in the Nordics even 
is the cultural differences. Because if you take Finland, Sweden, Norway and Denmark the four 
cultures have very different approaches to risk and also different approaches on how to manage 
people. So over time the four countries have kind of developed different areas where they are better 
at executing deals.  

Interviewer 1: How about any, do you consider the stock market or any aspects of the investment 
environment or legal aspects of the market you are going into?  

VCF 3: No, I mean the companies that we invest in are or the region we invest in is small, so if you 
want to build a company of any decent size they need to go international anyway. They need to be 
either regional market leader, I mean in the Nordic region, they have to be European or at least 
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Western European to go to America. Very few companies we invest in have the possibility to generate 
institutionally relevant returns in their home market only. Very few. So, if the stock market is in 
Finland or Oslo or Stockholm it doesn’t really matter. In the end it’s going to become the stock 
market, if that is the exit route that is the most relevant anyway.  

Interviewer 2: Right, so we’ve covered a few points that you consider when going abroad the 
experience that you have, the market development, the cultural differences. From all these factors or 
drivers that push you outside do you usually put them in order, as this is the most important, or it 
depends? How do you manage these factors? Which one is more important than the other?  

VCF 3: Well I would say number one is that it has to be in an industry that we are comfortable, and 
we can see that this company has a sustainable competitive advantage. I mean, that’s key. Then 
number two is that we have to be very comfortable with the management team and number three I 
would say is about having a relevant network to support the company, that we know people that can 
be helpful. For us to do a deal in Spain, I mean even if the company has great technology, you don’t 
know the people, you don’t know if you recruit the right guys or the wrong guys. I mean, you are 
extremely vulnerable. So, if you do something like that you need partners. We have done deals in the 
Nordics which we have expanded in the US and the hardest thing for a Nordic company in the US is 
to hire an American management team, because they all sound great but you don’t know if you get 
the good guys or the bad guys and it take 6-9 months before you know and then you have to change 
them and do the same thing again. So, there you need an American partner to actually help you out 
with the hassle of the informal networks.  

Interviewer 1: So, we actually saw that you actually also have a Geneva office. Why have you opened 
a Geneva office if you are not specifically investing in Switzerland?  

VCF 3: Because Geneva is in the middle of Europe, and almost all of our companies need to expand 
outside of the Nordic region. So, they need to establish themselves in Germany, France, UK and so 
on, and it’s easier for us to contribute a relevant European network than say have an office in Palo 
Alto and contribute to an American one because that’s too far away and too many funds. In Europe 
however, I think Europeans have an advantage. So, it’s actually a way of extending our value added 
to our companies. And then also I don’t think it’s an advantage for a team to be located in one place 
all reading the same newspapers, talking to the same friends. It becomes a bubble and Stockholm is 
very much like that.  

Interviewer 1: So that’s about expanding your capabilities as well.  

VCF 3: Yes. 

Interviewer 1: Do you see that sometimes you would be maybe looking for people to hire in your 
own VCF team or own investment team to accommodate potential new investments in new markets. 
So, you took Spain as an example, if you see that now in the next few years there’s a lot of new 
opportunities in Spain coming up would you consider kind of acquiring those skills in your own team 
by hiring the right people?  

VCF 3: It would be relevant for us to hire people with specific industrial skills, people that know 
something about e-commerce or about brand names or about gaming, so rather industrial experience 
than geographical. It would be a stretch for us to set up an office in Spain to make investments in 
Spain. Not really because the skillset is that different, if we found the right guy we could do it. But 
to raise money from institutional investors to that strategy it wouldn’t make sense.  
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Interviewer 1: So how do you acquire further geographical knowledge or the network? I mean I guess 
the network is the key thing there in expanding geographically like you mentioned before. So how 
do you then expand your network? Or are you even trying to expand your network into new areas?  

VCF 3: Yes, you always expand your network around the companies you have. So, if you have a 
company in artificial intelligence you expand your network around that specific area in different 
geographies. You meet people and you talk to people. If you have fast moving consumer goods, you 
expand around that. You could also argue that you could try to build a network proactively in some 
industries, but that is a I would say inefficient way of expanding and for a small team it just takes too 
much time and too much of an effort so it’s easier to spend, or it makes more sense to spend more 
time around the investments you have and those fields.  

Interviewer 1:  Yeah, so most of your investments are in Europe and we’ve talked a lot about Europe 
now so if we turn the question around, why don’t you invest into areas beyond Europe? Or is that 
simply because you are constrained by your institutional investors?  

VCF 3: That’s true. We are to some extent constrained, but even if we were not constrained I would 
say that it’s a stretch. That’s because we invest in companies that are reasonably small. We invest in 
companies, I don’t know how much you have studied XXX, but we invest in companies that are 
moving from the entrepreneurial phase to the more institutional phase. So, they are kind of in their 
teenage years of their development and it’s a phase where the entrepreneurial team that has had a 
very firm grasp or the value added is going to transition into a team that’s going to scale the business. 
And that’s, I would say a phase where you need to have proximity to the business. You have to 
understand it and you have to stay close and also you need to know the people and the people around 
the people. I mean it’s very much psychology and it’s further away you come from your home say 
your home or your home habitat the more difficult it is. We have had companies that started in 
Scandinavia and moved to Russia. And I mean just the cultural journey of starting up in Russia and 
building something there is extremely difficult. Not technically but from a relationship point of view.  

Interviewer 1: So, I think if we understood correctly you have had a few investments in the US as 
well, so there you mentioned already that it’s difficult to set up the management team, it’s difficult 
as well to know people around there and so on. But are there any other factors in the US that have 
proven easier or more difficult than investing in Europe from your perspective?  

VCF 3: Well, number one I would say that we have never made an initial investment in the US. All 
of our US investments have been Nordic companies that have either been acquired into a larger outfit 
or moved there, so they were always started in the Nordics. Which is helpful. But the attractiveness 
of the American market is the scale, I mean if you hit it right there you can scale enormously fast. 
However, the competition is fierce. I mean you need to really have something special and that’s not 
always enough. You need to have the right people to make it happen and I think that’s the challenge. 
I think our experience is that if you want to expand to the US you need to have very good advisors or 
co-investors to find the right people. That’s key. So, for us to make an initial investment in the US, I 
mean for anyone to do that from the Nordic perspective, you have to be part of a larger consortium 
you would not go on your own. I mean if you buy a large established industrial company it’s a 
different thing. But in this case, you need local expertise.  

Interviewer 1: Yeah, so how do you see the difference between Nordic and non-Nordic investors? 
What differentiates them in the market? Is there anything really that differentiates them?  

VCF 3: Well, yes, they have very intimate knowledge about the Nordic market. They know all the 
people. I think that’s the key thing. I mean if you are an American fund and you want to invest in a 
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Swedish company, you want to invest with a local Swedish fund that knows all the people. I mean 
otherwise you wouldn’t be able to hire the right guys. I mean all of the Nordic capitals are small 
enough for all people of the same age to more or less know each other. I mean the relevant ones. Who 
are the good ones and who are the less good ones. Everyone has an opinion. When you go to New 
York or Chicago it’s so much larger so it’s different dynamics, but in the Nordics, you need to know 
all the layers of who’s good at what, who knows who and all of that.  

Interviewer 1: And do you then see that this is a strength at the European level, that you can use your 
Nordic network to learn more about other countries?  

VCF 3: Well I think the Nordics fortunately have been at the forefront of the digitalisation or the 
digital transformation that is happening now. So, there’s a lot of experience in the Nordics that I think 
can be put into work elsewhere so that’s an advantage. I don’t think that any particular region as such 
as any cultural advantages over other regions. So, no but I think that the fact that Nordics have been 
early adopters in this transformation is a very good starting point.  

Interviewer 2:  So, you mentioned earlier that you prefer investing with having the full control alone. 
We mentioned a bit the ecosystem of VCFs or investors. Does this help you at all of having a 
developed ecosystem of investors if you invest alone? Or do you benefit from a developed ecosystem 
of investors?  

VCF 3:  We do profit absolutely because we share deal flow. Because some deals that we see are not 
appropriate to us and we’ll channel them on to these syndicate guys and the other way around. And 
also, we may invest in different phases. So, they come in afterwards that we have been in and want 
to expand. There’s a universe of investors that don’t need control but are a little later stage than we 
are and more passive. We rarely co-invest with VC guys because they are kind of, if their deals go 
well they go a different way. But I mean everyone shares information and so on and knowledge. I 
think we are in a space as you say where we often invest alone, meaning that there is supposedly 
competition among investors and there are. But in the end, it’s not a perfect market because everyone 
kind of have their different preferences.  

Interviewer 2: Right, would you say that there is more co-operation than competition then between 
investors?  

VCF 3: If you compare to large cap buyout, I would say yes. But of course, there’s some competition 
because you always want to do the best deals. But it’s more about getting the right relationship with 
entrepreneurs and some entrepreneurs have different preferences and that’s fine.  

Interviewer 2: Fine, you mentioned just a second ago how you might transfer knowledge from one 
investment to another. Does diversification in terms of the industry or the stage of the company play 
any role in this? Or the country? 

VCF 3: Well our skillset is in a specific phase of a company’s development, so we try to stick to that 
phase, and then we try to diversify in terms of market exposure and geographies. But each investment 
is actually standing on its own merits. We don’t have a portfolio view saying now we have too many 
deals of this sort we need something else. Because it’s always cyclical. I mean we are in a phase now 
where e-commerce, fast moving consumer goods is a very big theme because retail is just collapsing. 
So, if there is a great opportunity it’s now, it’s not in 5 years’ time.  
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Interviewer 1: Makes sense, thinking about diversification. You mentioned the geographical 
diversification and then you talked earlier about culture. How do you overcome those cultural 
difficulties then when you have invested in several markets? 

VCF 3: Well it’s not about overcoming. It’s about making it work to your advantage. We don’t 
believe that everyone should be the same or that you should have one monoculture. That’s not a good 
thing. But you need to have cultures work with respective advantages and work well together. Just 
acknowledging the fact that there are differences and its okay is a good step. I mean being Swedish 
person doing a deal in Finland you can’t make all the Finns Swedes. That’s not the thing. The thing 
is to acknowledge that there are differences and manage them as best you can.  

Interviewer 2: Right, I think we covered a lot. Is there anything that we haven’t asked you that would 
help us understand more the internationalisation of VCs?  

VCF 3: I think as a general comment as I have been doing quite a few of these thesis interviews and 
I think that when you are writing your thesis and also that’s part of the university viewpoint. You 
want to have a technical approach, you want to find something that you can describe and identify, 
measure and so on and I think what is often lost on people is how important the human factor is. The 
relationship part of making deals. It’s that much about the numbers actually, a good deal is a deal 
where you get people to really align on a goal, they enjoy working hard together, they solve problems. 
And it’s hard to capture that in the numbers. Because you can also have a great deal because you were 
lucky. Then the results get distorted, but the human component at least at the phase we are investing 
in is very important. And that’s much harder to understand and grasp and analyse and write a thesis 
about. 
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II.2.4 – Transcript VCF4 
Interview on 17-05-2018 

Interviewer 1: We are interested in understanding why VCFs invest abroad or what drives them to 
look at investments beyond their home market. So, the idea of this conversation is just to get your 
point of view on the things and understand your experiences in the area. So yeah, the idea is to have 
an open discussion, so we'll ask some questions but please feel free to elaborate as you wish and give 
examples where appropriate. 

VCF 4: We are Nordic, we actually only invest in Nordic companies, but we are happy with the 
companies we invest in, we would like to have scalable model and scalable quite often means 
internationalisation. That's what we are coming from. So, for example when I get investments texts 
from companies in India or US I turn them down quite quickly. Because this is not within our 
mandate. 

Interviewer 2: Could you elaborate a little bit more in why is it that you turn them down, what triggers 
you to say no. 

VCF 4: So, our mandate, what we have promised to our investors is that we will invest in the Nordics, 
so the companies we invest in they need to have a very strong relation to Finland, Norway, Sweden 
or Denmark. 

Interviewer 2: Is that because you have a lot of institutional investors or is it just the mandate that 
you decided to follow. 

VCF 4: It’s a combination, it’s a mandate we set ourselves and of course in discussions with some 
investors. But we want to have a focus for our fund in the same way as other funds have different 
kinds of focus. For our investors I have to mention, have institutional investors they want their money 
to be directed towards a specific region for example or a specific vertical. So, our mandate is tech and 
Nordics. 

Interviewer 2: Some of the other interviews that we had they said they feel almost pushed to go 
abroad because of the amount of the deal flow in the Nordics is not enough. How do you deal with 
that? 

VCF 4: (Pause) I think it depends in also at what stage you invest in. Without knowing those 
comments might have come from bigger funds that invest in a later stage that we invest in because 
then the deal flow is more limited. We tend to invest in companies where, so our initial investment is 
around 8 to 12 m SEK which is not a lot. Well, it’s not a lot, depends on the definition but if you call 
late seed or early A then we do think that we have a very strong deal flow in the Nordics. I get in you 
do get different comments here it might be because they invest in different stages.  

Interviewer 2: Interesting. Now, going a little back to the internationalisation concept. Even though 
you invest in the Nordics, it is a form of internationalisation. I’m interested seeing the factors that 
you look at when you decide to go from Sweden to Denmark or from Sweden to Finland. 

VCF 4: I our case we want to look at the companies within our 4 different countries in the same way 
and compare to the age of the companies (inaudible) is not that we, ok now we must invest in 
Denmark because we need to be spread into Denmark. We want to invest in the best cases in Nordics.  
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Interviewer 1: Do you feel there are any cultural differences that might influence your decision to 
invest at some moments? 

VCF 4: They might be, the four of us running the fund, we are Swedish, but we are based in London, 
Malmo, Susund and Stockholm. Susund is of Finnish heritage, and Malmo being close to Denmark 
which has a lot of Danish influence and then we have advisors on each country. I think and hope we 
try to tackle the cultural differences. In terms of the cases we have from different countries of course 
there are cultural differences, but I don’t take them. I don’t feel it’s something we, it’s not really 
something that we are discussing or evaluating. 

Interviewer 1: So, you mentioned there that you have an office in London. Could you elaborate on... 
 
VCF 4: No no, not an office, one of our members is based there. 

Interviewer 1: Okay. Could you elaborate on how does that help you in your investments and why 
do you have that kind of setup at the moment?  

VCF 4: It's because he lives there. But I do think its advantageous for us because then he gets all the 
input from the London market and is also very useful when it comes to validation of companies and 
potential exit proposals. 

Interviewer 1: Do you use London or your other locations to connect to different networks or connect 
to different networks or finding different syndicate partners? 

VCF 4: I think we try to be as network as possible in all regions. But investors I the fund from London 
for example but it’s all network based. All institutions or private investors, private investors are quite 
often network related. 

Interviewer 1: How do you leverage or use your network in your investments? 

VCF 4: In our case we have also have a XXX network so private investors that are investing in 
smaller amounts, 1 million, but compared to institutional investors, a small ticket. So, take executives 
or entrepreneurs that invested quite often privately in our fund, this is the network we try to work 
with in terms of getting deal flow. Because then we have a lot of people that have skin in the game 
in our fund. They are directing deal flows in our direction for us to look at and evaluate and would 
quite often also use our investor network and our wingman and shaping hypothesis and questions if 
it is in their area of expertise, etc. So, in our case we are very active using our internal investment 
network. But then obviously there are millions of different networks, so it depends what you mean 
with networks. 

Interviewer 1: You mentioned earlier the importance to have an international outlook for your 
investments or your portfolio companies. We've heard this from other VCFs we interviewed as well. 
Do you know why or how this kind of specific Nordic VC investment is criteria or is this something 
traditionally looked at by Nordic VCFs. 

VCF 4: Once again, it depends on the business. But quite often the companies we invest in, we do an 
investment because we have a hypothesis that this company could grow maybe 10 times to compared 
to what they are today. In order to do that, in many cases, there share user base is just not enough in 
Sweden for example. So, in order for their business to be scalable, to be at the level where we would 
like to exit the business they probably need to go international. While a company in Germany, if they 
have a big enough penetration in their home market they could probably get that stage just nationally 
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in Germany. I mean, that's one reason why Nordic companies and Nordic VCFs might put 
internationalisation as a parameter when looking in a company. 

Interviewer 1: And how do you see your capability when supporting this companies. You mentioned 
your network and you leverage that, but do you, when you are considering a company for your 
portfolio, do you exploit your network for the future in order to make sure that you have the 
capabilities and connection to help the company internationalise? 

VCF 4: In every investment it’s not just the VC that picks the company they want to invest in, it also 
the company that picks the VCFs that they want as an investor. And then of course it depends on the 
capabilities that you bring to the table, in our case, the four of us we have different backgrounds 
which you would think it’s one advantage for us. So, I have been running, being Danish, I hope you 
know XXX, so I was a CEO for XXX for 10 years, one of my colleagues founded a tech company 
that was sold to Microsoft. In those cases, we worked a lot internationally since we had business in a 
lot of different countries so hopefully we have experiences in this time to bring to the table and then 
our other 2 colleagues they worked with business companies, they worked for XXX for so many 
years and being exposed to different international aspects all the time. That together with our internal 
network is what we bring to the table and then I think what the other company think its relevant or 
not. 

Interviewer 1: You kind of mentioned as well that you mentioned that you sometimes you work with 
syndicates. Do you try work with other VCFs to attract new funds from maybe abroad? 

VCF 4: New funds, that means investments in our funds? 

Interviewer 1: Yes exactly, new institutional investors, new LPs. 

VCF 4: I don’t think, keep in mind that my colleagues have been working with XXX with so many 
years and I started this year. But I don’t think that we have worked with another VCF for 
internationalisation. I think we haven’t done that. But that's a good idea, maybe we should have done. 

Interviewer 1: You mentioned that you had some connections with London and you've built some 
networks there. Would you see kind of there is a repetitional aspect of it as well? That if you managed 
to connect with some of this big European VCFs in big markets that your reputation in front of 
entrepreneur goes up?  

VCF 4: (Pauses) Yes, I mean that’s definitely an aspect of it. With a couple of companies, we've done 
co investments with other funds and the reason for it many times is that the investment is a bigger 
than any other fund would like to take on. But then of course you give credibility in one way or 
another, that you worked together. 

Interviewer 1: Yeah, and I guess it impacts your exit your possibilities or next round investments. 
Kind of increasing your size of your network by having syndicate partners. Would that be right? 

VCF 4: That's quite often also the reason why you do the co investment because it is an aggressive 
investment plan. So that from the start you know that if proven successful you want to do additional 
rounds, for example for internationalisation of the company and do it in a scale that you don’t want 
to take in normally. 

Interviewer 1: Would you say that its necessary for Nordic VCFs to try and reach out to VCFs in 
other areas in Europe and maybe the US instead of building then syndicates with other Nordics and 
in that sense increase the size of the potential ticket? 
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VCF 4: No, I don’t think it’s necessary. I think it depends on the capabilities of the different VCFs. 
You need each one related to each company, so I don’t think it’s just because a company wants to go 
to the UK you need a UK VCF involved. But it could be advantageous because they might know the 
market a little bit better. I think you partner up with a VCF you know because of you are networking 
with them or because you know about them and you know they have the capabilities for this exact 
company. And one of these capabilities could be regional knowledge for example or geographical 
knowledge. 

Interviewer 1: Exactly, I mean, you mentioned there I the investment was in the UK but that a 
relatively closed markets, but one if your Nordic portfolio companies is interesting into expanding 
into Mexico. Would that be a situation where you would be looking for a Mexican VCF to come in 
to that investment and help you set up operations in Mexico or would it be something that you feel 
then that the distance between you and this Mexican VCF would be too strong to work together? 

VCF 4: No, for a specific portfolio company we would be happy to work with a Mexican VCF for 
follow up rounds if the company is investing into Mexico. 

Interviewer 1: So, you wouldn't be too worried about cultural issues, or legal issues with this 
completely new environment? 

VCF 4: I mean I think the portfolio company has done their research and have a reason why they 
would expand to Mexico. So that would be a business decision, and the next question is how to fund 
this expansion into a new country and then of course we would look at different possibilities and 
doing it together with a local VCF would definitely be one option. But if we hadn't heard of about a 
VCF then of course we would have to do a little more research than if we knew the people behind it. 

Interviewer 1: Why I am asking this difficult questions and hypothetical question is because, again, 
a lot of literature suggested that VCFs are sometimes very wary about entry new unknown or different 
markets like for a Nordic market, Mexico because they are scared of the cultural differences between 
the VCF syndicates or companies in the VCF syndicates. So, for example, a Nordic VCF going to 
Mexico and then how the connection of the working together between Swedish VCF and Mexican 
VCF would actually become detrimental to the company or increase the risk of investment. Just 
because the investors don’t understand each other because of cultural differences and so on. 

VCF 4: With one of our companies expanded into Brazil, we have a corporation with a local player, 
but they have Nordic link. That hasn't been a problem at all. I understand where you are coming from 
but for us is a little, we would evaluate our co investors in different ways. And then this evaluation 
would be a little bit more thorough if we didn’t know them or if there is a big geographical difference, 
but I don’t see this as a deal breaker. 

Interviewer 1: It's actually interesting that you mention Brazilian investment and your partner there 
that has Nordic connections because this is something we've heard from others as well that when they 
have been involved in an investment far from Europe it’s been always or nearly always it’s been with 
a VCF that has some sort of Nordic connection. Either they have invested themselves in the Nordics 
or they have experience or Nordic team member. Do you think this is one way that Nordic VCFs or 
yourself tries to overcome some of the uncertainty of the new market or the new environment? 

VCF 4: In this case it was not of a cooperation for the company so it’s not like we were out looking 
for a co investor for the next round, it was more driven from the portfolio company. But, yes that's 
obviously one way for us to be more confident with the co investor. With having Nordic links or 
someone native Swedish for example working on the local VCF funds team. 
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Interviewer 2: Right, it sounds like it's more important to have the right connections, the right VCFs 
investing with you or the right let’s say ecosystem than whatever cultural barriers you can find. Would 
you say that your VCF benefits from a developed VC ecosystem? 

VCF 4:  In our case the majority of our cases, is the cultural differences in the Nordics which is far 
less than Mexico as we had in the example. As for the co-investor situation, they are often based on 
the VCF knowing each other, they've worked together before, and all of that and it could also be 
driven from the company that they have talked to multiple VCFs and at the end of the day there are 
two VCFs in. And then there could be a co investment from that perspective. I’m not really answering 
your question regarding Mexico. 

Interviewer 2: That's fine, that was just an example. 

Interviewer 1: We've asked this question to a few of our interviewees and it’s kind of interesting to 
see what you will say. Is there a kind of difference between a Nordic and a non-Nordic VCFs, in the 
way approach companies, screen them or approach the investment process? Have you seen any clear 
differences on how Nordic VCFs behave? 

VCF 4: (Pause) I would say my deep knowledge of international VCFs is more related to the 
acquisition of XXX so when I worked operationally. And then that's obviously much bigger deal that 
the investments we are doing with XXX so I’m not sure I can draw any conclusions based on my 
experience. 

Interviewer 1: That's ok, not problem at all. Have you noticed at all the impact of the strong kind of 
government support for innovation and government investment into innovation in the Nordics? Have 
you noticed anyhow that influences, how Nordic VCFs look at deals and invest into deals and so on? 

VCF 4: There is definitely impact because there is a lot of companies that wouldn’t have been able 
to take the first steps if it wouldn’t be for the Capnova contribution or other kind of loans that they 
wouldn’t have gotten in the open market that they get through XXX for example. So, definitely an 
impact on the ecosystem in general.  

Interviewer 1: Would you say its maybe a benefit for the VCFs to have a government structure to 
invest into innovation in the sense that you get access to better quality deals at a faster pace and a 
wider variety of better quality of deals than maybe your counter parties in Spain or Portugal? 

VCF 4: I think it is a huge investment for the society in general that you have a lot of start-ups and 
then for our perspective the more start-ups we have the more potential investment cases we will have 
at the stage we are looking at. So, the answer is definitely yes. And then you also have the aspect of 
public money being funded investors, enabling funds to be at the big enough size to be... if the fund 
is too small then you are probably not effective enough, so you need to get to a certain scale in order 
to be effective and then there are public investment obviously made in market conditions but in order 
to enable selected funds to get to the expansion. 

Interviewer 2: Very good. So, you've given us a lot of information and we can definitely take a lot 
out of the interview. But, what else could we have asked you to understand this process of 
internationalisation that we haven't asked? Is there anything we can ask that we didn’t? 

VCF 4: Not really, I think you asked a lot wider than I expected, a wide spectrum of questions than 
I expected.   
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II.2.5 – Transcript VCF5 
Interview on 18-05-2018 

Interviewer 1: Thinking on a strategic level, when you are looking at investments, especially 
investments abroad, what’s your main motivation to go beyond the Nordics? 

VCF 5: So, our fund, we have a seed fund and then we are building an A-round funds now. XXX is 
sort of more Nordic focused, whereas XXX has been more Denmark focused. But the common thread 
between both of these is that we invest locally and then we help the companies to the US. So, and 
there’s two reasons for that. First of all, the US is a much more, much larger and more homorganic 
market than Europe. So, it’s really hard to go from Sweden to France to Italy to sell you products or 
software, whatever it is. Whereas it’s much easier to sell in Texas, California and you know the 
markets are more similar and the valuations are much better. Especially, overall in the US, and of 
course Silicon Valley valuations are much higher. And that’s the main reason why six years ago we 
started XXX, was to capitalise on the difference between valuations between the Nordics and 
California.  

Interviewer 1: Your case is a little bit different like Tomas just mentioned earlier. Because you are 
looking at specifically Nordic companies and going abroad. So why have you decided to look at only 
Nordic companies and not companies in Europe in general?  

VCF 5: If you look at the statistics, northern Europe is one of the most underfunded, undercapitalised 
markets in Europe. That’s just a fact. So that also means that there’s less competition and we know 
the markets well. So, it’s really hard for us to speak to a Spanish entrepreneur. First of all, figure out 
who are the good ones because we don’t know Spanish entrepreneurs. Figure out who are the good 
ones and get access to them. Whereas in the Nordics we have our network, we know people, we see 
and follow companies that are up and coming. So, I think it’s more sort of where you know people 
and have your network.  

Interviewer 1: You said that Nordics are underfunded, where do you get your funds? Do you have 
institutional investors in the Nordics or is it European level? 

VCF 5: Yes, so sort of the corner stone investor in XXX is three family offices in Houston, Texas. 
So, it’s actually US money that is the backbone of the fund. And the rest of the funds come from 
family offices and hopefully EIF, the European Investment Fund.  

Interviewer 1: And how have you managed to sell the Nordic focus to US investors? Why are they 
interested in this space?  

VCF 5: I think more and more they learn about the Nordics and they like the people and they see the 
technologies and companies that come out of the Nordics. And so, they want to have a piece of that. 
But it’s not, I mean if you try to sell the idea, when I lived in San Francisco I went to the different 
VCFs and some LPs to sell the idea of kind of a feeder fund into XXX that was before XXX, that 
they should invest some money that we could invest in the Nordics on their behalf and get some kind 
of kickback. But Nordics is just very far away from Silicon Valley for them. Again, they don’t know 
the market, they don’t know the founders, they don’t know us. So, they liked the idea in principle, 
they were really interested in the Nordics, almost everyone I spoke to, but it was just too risky for 
them.  
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Interviewer 2: So, within the Nordics, do you see any difference between the Nordic countries?  

VCF 5: In what respect?  

Interviewer 2: If you are going to make an investment, let’s say either in Sweden or Denmark, is 
there factors that you look at that are country-specific? 

VCF 5: For the transaction it’s very similar and we haven’t made any investments in Finland, it’s just 
a market we don’t know too much about. I meet great Finnish entrepreneurs, but we haven’t made 
any investments there yet.  

Interviewer 2: Is it a strategic decision or because you haven’t had the chance?  

VCF 5: Market access I would say. So, I think for the new fund, 80% of the investments will be made 
in Denmark and Sweden. Some in Norway, maybe in Finland.  

Interviewer 1: You, kind of already touched on the network in the sense that you need to know 
people to pick the right entrepreneurs and so on. How do you build your network in the Nordics and 
then probably also on a European level?  

VCF 5: Yes, it’s a good question. It’s something that happens over time, I guess meeting people. 
Being referred to by our current companies, I mean I get introductions all the time from the founders 
we already work with. The network they have. So, it kind of spreads organically I guess. I also go to 
conferences. I’ve mostly gone to conferences in Silicon Valley, not so much in the Nordics yet. But 
since moving back, I moved back 4 months ago, I have become more active in the Nordics. Attending 
some of the start-ups and TechBBQ and so on.  

Interviewer 1: Do you also invest in syndicates or is always you investing alone?  

VCF 5: No, we like syndicates. It’s a way to use bigger ticket sizes and sometimes we can have some 
of the other investors take the lead. Not only moneywise but also actually manage the investment. In 
XXX in a lot of them we have been the lead in most cases. And, it’s very time consuming and it’s 
tough to be the one in front representing sort of the investors. So, it’s nice if somebody else could 
take that role from time to time. But we are very careful with who we work with we try to avoid 
business angels as much as we can. That’s not to say that there are no good business angels because 
there are some very good ones. But I would say the bulk is not equipped for making investments in 
the technology space, scaling and with all the risk involved. We work with you know XXX, some of 
the guys that have been in the game for a while.  

Interviewer 2: Out of curiosity, why have you decided to stay away? What makes a good syndicate? 
What differentiates a good syndicate from a bad syndicate? 

VCF 5: So, we like syndicates with other funds but not with angels. With angels we’ve had bad 
experiences in the past where, I mean usually when you go in, especially in tech investments, when 
you in for the first tranche of money, you usually have to bridge a couple of times before you get to 
the next round. A lot of angels don’t know that or are not prepared to do that then all of a sudden you 
put money in and you are the only one putting money in to the case. And it looks strange for other 
investors and it creates a bad dynamic, so it’s better to avoid it all together.  
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Interviewer 1: Where do your syndicate partners come from? Are they Nordics or are they also from 
the United States? 

VCF 5: So, they’ve been both, from the Nordics and Silicon Valley. Not a lot but we work with a 
few from Silicon Valley that we have co-invested with. I think in the new fund we are going to be 
investing more with Silicon Valley investors. Because two of our GPs are based in Silicon Valley 
and they have a huge network and part of the whole dynamic in the way we invest is to have raise in 
valuations in the US. We might be first in the Nordics and then the next round we going to pull in the 
US investor. 

Interviewer 1: And have you noticed any cultural differences between you and your US counterparts 
in the way you manage a company, or you manage a transaction? 

VCF 5: Hugely, hugely. I mean it’s almost day and night I would say. They are much more, I mean, 
you have probably heard the term west coast investing, and they tend to give more freedom to the 
founders. You get a pool of money, go do what you do best. One of my favourite VCFs is XXX he 
has a very good approach to investing. He hates board meeting, first of all, because it’s just a waste 
of time. And he never votes against entrepreneurs because it’s their business, they spend 18h a day 
on the business. They know what’s best usually. So, I think that’s a very different approach to the 
European investors that think that they actually know something about starting and running a 
business. They don’t, most of them are just good with the finance. So, I can see it in some of the funds 
we have co-invested with. They have their sort of different metrics that they would like to see and 
ask the clever questions but not really the questions that benefit the entrepreneur. It might be good to 
check the boxes and do what he needs to as a VCF to have his back cleared, but it doesn’t help the 
founder. And we are all about the founders. I mean because if they don’t perform, we lose our money. 
And I think that’s the West coast investors, the Silicon Valley investors, they get that. It’s a little bit, 
I think Europe is behind, probably by 10-15 years.  

Interviewer 1: And how do you overcome those differences if you happen to invest with someone 
that doesn’t share your mentality towards putting the entrepreneur forward? 

VCF 5: I mean obviously you build up knowledge about your partners over time, so we just try to 
avoid them the next time. I mean in this game there’s always the next investment. So just because 
one investment doesn’t work, or one partnership doesn’t work, it’s not the end of the world. We just 
have to navigate and manage it, and then next time you just don’t invite them in. Or if you know them 
already, you don’t do the investment.  

Interviewer 1: When you are looking for syndicate partners or expanding your network, do you also 
consider the reputational aspects of your potential partners? Do you consider if they could bring you 
more visibility in a certain area? Or is that something you don’t really consider? 

VCF 5: No for sure, we consider what they can bring to us in the long-run and their reputation in the 
market. And also, reputation in a bad way. So, if we know that they have scammed entrepreneurs or 
not dealt with this the right way, the way we believe is the right way, with the right moral standards, 
then we don’t touch them. And we know some of them out there that we wouldn’t invest with.  

Interviewer 1: Do you think Nordic VCs also use this more to enter foreign markets? I mean we 
mentioned at the beginning that the Nordic is very small, so funds are small and the capital for 



 
160 

entrepreneurs is relatively small as well. So, do you see Nordic VCFs reach these bigger American 
or more reputable American VCFs in order to then gain reputation? 

VCF 5: No 

Interviewer 1: There’s no transfer?  

VCF 5: The only ones, I kind of see are some of the larger funds. XXX, XXX that are not necessarily 
in the Nordics, they might have one guy or so, but they are close to the Nordics. So, they understand 
the market. The Nordic VCFs would like to work with these guys I think. I can see XXX is getting 
more active in the Danish market. See someone like XXX in Paris being more active. But they are 
closer. So, you don’t see you know one of the big top 10 in Silicon Valley. They are not in the 
European market. Because they have plenty, the whole world is coming to Silicon Valley. They can 
just pick and choose.  

Interviewer 1: In your case, as you are investing so much towards the US. How do you see the role 
of experience in your own team? The ability to move companies to different markets?  

VCF 5: No but it’s hugely important. I mean if you don’t add value to the company you are investing 
in, you are having a very different communication and position with the company than if you can add 
value. So, two of our team members, one is a veteran investor in Silicon Valley called XXX, he just 
knows everyone in the valley basically. So, he’s a very good guy for founders to speak to, for who 
should I approach. And the other guy we have in Silicon Valley, he’s been working for Cisco for 7 
years and for McKinsey in the US. So, he’s also very well connected. So, to add value that way that 
actually you can get introductions to big corporates for collaborations you can talk through us and so 
on. That adds value. If you can’t add that kind of value, you never get the trust of the founders and 
the respect. It’s just money.  

Interviewer 1: So, at the moment you are focused on the Nordics to start up your investments. But 
would you say that you could expand your investments around Europe to maybe Baltics or Germany 
or somewhere else? 

VCF 5: Not Germany I think because there’s so many big German funds that are very heavily German 
focused because it’s such a big market. We don’t have any particular interest and we don’t have any 
contacts. The Baltics could be something we could look at, because we see a lot of really good 
entrepreneurs from that region.  

Interviewer 1: So, you would stay relatively strict and focus on your strategy in the sense that even 
if there is an entrepreneur from Germany that approaches you that has a really really good concept 
and team and so on.  

VCF 5: I don’t think so. Never say never, but I don’t think so.  

Interviewer 2: To turn things around a little bit, we talked about you taking the Nordic companies 
and taking them to the US. Do you do the opposite as well?  

VCF 5: No.  

Interviewer 2: Why?  
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VCF 5: It would be a little odd to invest in a high valuation area and then take companies to one of 
the smallest markets on the planet. Just doesn’t make sense.  

Interviewer 1: Would you not see an opportunity in the Nordics because a lot of the Nordic markets 
have a special technology focus. I mean Finland was known for Nokia and everything that came 
afterwards. What if you found a company in the US that specialises in a niche market that is 
technologically focused and then bringing it to the Nordics to attract a corporate’s attention?  

VCF 5: But then it’s a different business model. I would say it’s interesting and something I’ve looked 
in the past. To transfer technology and knowledge and companies from region to region, but it’s not 
a VCF’s game. It’s not our focus at all.  

Interviewer 1: When you are doing your investments, do you also consider where your future money 
would come in? Or are you set with your family offices?  

VCF 5: No, no. We are always looking for the next round. That’s what a VC does. If you can’t raise 
the next fund, when you have invested your capital or most of it you are basically just sitting there. 
You are managing your portfolio companies. You are not sitting there getting more management fee. 
So, you are just sitting there waiting for the exit. That doesn’t make sense to most VCFs. So, you try 
to raise the next round maybe 2-3 years after the first one.  

Interviewer 1: Do you strategically use some specific investments to attract new money in?  

VCF 5: Yes, and no. I think the results are the best way to show your ability to return the money to 
investors. So, I would rather invest in good companies we know we can exit than in best brand name 
companies out there just because it’s a safe bet because that’s what everybody is doing and then if it 
goes south you’ve only done what the rest of the pack has done. I don’t like that approach. You don’t 
see many of the brands or hyped companies in our portfolio, because we focus on the good companies 
instead. And I really like entrepreneurs that not in the news all the time, because that means that they 
are focusing on the business instead.  

Interviewer 2: I have a question regarding risk, you have tech companies in the Nordics and in the 
US. Does diversification play any role in which one you are looking to invest in? 

VCF 5: No. Not really. I mean we actually like investing in the same area and have several companies, 
maybe not competing but in the same space because that builds our knowledge about the area and we 
can develop the companies better. We’ve had two streaming companies in our portfolio. They did the 
same things but in a different area, so one streaming video, the other one audio. So, I actually see 
some benefits of having the same types of technologies in your portfolio as long as they are not 
competing. That would be a little unfortunate. Like investing in Uber and Lyft at the same time.  

Interviewer 1: We touched on this at the beginning about the differences between different Nordic 
markets. US is very different compared to Europe in legal terms or stock market terms. Are these 
factors that you also consider when you are picking an investment? Do you try to understand how 
this would work in the legal environment or in stock market environment in the US?  

VCF 5:  It’s not something that we look at as such. I mean obviously, the whole data protection is 
important. But Europe is ahead in that game so if we invest in Europe we’ll be fine in the US, because 
they are lagging behind. But looking at which ones we can exit to the stock market in the US. I think 
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we focus on building a great company first and then how we exit. Of course, it’s something that we 
consider once we go into a company. What are their exit opportunities? But then it’s about building 
the business and then you see what the exit could look like. I think it’s hard to invest with the New 
York stock exchange in mind. And actually, I like corporate sales a lot, because you can often exit 
sooner and at good valuations and the companies can find a good home instead of being sold to a PE 
fund or something like that.  

Interviewer 1: Do you see any differences when you are investing in Finland, Denmark or Sweden? 
Have you also invested in Norway?  

VCF 5: No, I mean we have in the partner group invested in Norwegian companies but not in XXX.  

Interviewer 1: Do you see any difference in how the transactions go? You mentioned they are 
relatively similar between Sweden and Denmark. Do you notice how the teams are built in the start-
ups themselves?  

VCF 5: Yes, it is similar. It’s very similar. The structure of the deals is also the same. I’ve seen 
Norwegian term sheets and it’s pretty much the same as the rest of Scandinavia.  

Interviewer 1: Would the differences come more from the industry side that the geographical side?  

VCF 5: Yes, you could say that.  

Interviewer 1: We’ve heard from quite a few VCFs about a European ecosystem of VCFs. How does 
it help you? Do you interact with it much? You have a focus in the Nordics, but do you interact with 
VCFs around Europe? Does it really help you go forward and find the best deals?  

VCF 5: I think there is more sharing in the US than in Europe in that respect. So, we don’t get called 
by a UK fund saying: “hey we have this great opportunity, or do you want to co-invest”. I sense, and 
I might be wrong on this, but I sense that the VCFs are a little bit more protectionist about their 
companies and don’t want to share leads where I’m of the opinion the more eyes on the case, the 
better. And we always position ourselves with the founders first, before we go and introduce cases to 
others. So that we know we are not going to get side-tracked by the founders. I don’t see that there’s 
too much sharing going on. Maybe it’s just my network that just not as good. To be very honest, I’m 
not a huge fan of the people in the VC and PE industry. Maybe it’s because I have a background as 
an entrepreneur and probably less a finance person and more business development person. But the 
people I meet in VC are very much spreadsheet guys. More interested in the numbers than in the 
people. So, it’s just different.  

Interviewer 1: Do you see…well I think that kind of answers the question as well, is there a difference 
between Nordic and non-Nordic VCFs in Europe?  

VCF 5: I think there is a lot more sharing. We have a couple of VCFs in the US that we meet with 
regularly over the phone and share opportunities. Just because we have co-invested, we like each 
other, we trust each other. But we don’t have that relationship with any VCFs here. We have it with 
good angels that we trust and have invested with in Denmark, but we don’t have the same with VCFs.  

Interviewer 2: Do you have the same relationship with VCFs that maybe you have not invested with 
that much? But the information flow is the same? Or is it only strictly with VCFs that you can trust 
and you have been in contact with for a long time? 
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VCF 5: No, I mean we have some that we haven’t invested with and we are in contact with. I mean 
XXX for instance, we share leads with Atomico, we talk to them from time to time. And we haven’t 
invested with them yet.  

Interviewer 1: So, your whole business model is focused on bringing the Nordic companies into the 
US and helping them scale up in an international market. We’ve heard from quite a few VCFs actually 
that when they are picking up a company to invest in, they are looking for the international potential 
and the global aspect of it. Do you think it’s a specifically Nordic factor to look at because the home 
markets are so small? That you try to find and pick the internationally successful companies.  

VCF 5: But that’s why I love the Nordics, because the markets are too small to scale in locally. So, 
you have to think global when you start a company. Whereas in Germany you don’t have to be global, 
I mean it’s a big market. So, I think the thinking process of the Nordic entrepreneurs is much more 
international and global than maybe some of the bigger countries around us. So, it’s not hard to 
convince a founder of some software product that they have to scale globally from the beginning 
almost because they know that. They are not interested in the Danish market.  

Interviewer 1: Another factor that has come up as well is the support of the government in the 
Nordics. Especially the support to start companies and then providing different kind of funds and 
grants to the very very early stage. Do you that as a benefit for the Nordic VC environment.  

VCF 5: Hugely. Yeah because that’s not where the VCs play anyways. Personally, I would rather 
that they get some free money from the government or loans, than teaming up with 10 angels because 
it messes up the cap table and there’s so many interests. So, if they can get the money from 
Innobooster and Vaekstfonden, then it’s much better for us.  

Interviewer 1: Do you see that foreign VCFs have also recognised that? That for example if you have 
a Nordic investment and you as a Nordic VCF start looking for the next round, are they aware of 
these facilitating aspects like the cap table that’s a bit simpler maybe than a company that started in 
the UK and has 5 angels on board. Is that something they recognise?  

VCF 5: Yeah, it’s a good question. I think it looked upon differently from different VCFs. I think 
some VCFs they just clear the cap table when they come in and say all the small investors out if you 
want us. And others don’t care. I mean they think it’s fine that there’s 4 angels as long as they don’t 
mess up too much.  

Interviewer 2: I have like an isolated question that we left behind on syndicates. When you are 
choosing to co-invest with someone else. Do you analyse or consider the stage of the fund if it’s just 
starting or if it’s the last company they need?  

VCF 5: That’s a good question. You usually wouldn’t know and they wouldn’t tell you. So, would I 
care if it’s the last company? It depends on how much they have allocated to follow-up investments, 
if they are fully invested and this is just a piece they have left over to invest, I would not like to be in 
a syndicate with them. It’s so important you can follow-up.  

Interviewer 2: So, it’s not something you consider?  

VCF 5: It’s not something I would ask necessarily, but if I knew that was the case then I would stay 
away most likely.  
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Interviewer 2: So, bringing back the initial question of why VCs internationalise. We’ve asked you 
a number of question, do you think there is anything else that we could ask you that we haven’t asked?  

VCF 5: So the question is, do VCs internationalise? My question would be do they invest? Because 
I don’t see it that much. The only Nordic VCF I’ve met actively in San Francisco is XXX with one 
partner that now is back in Sweden and there’s two young guys floating around. But that’s about it. 
So, do the Nordic VCFs go to the UK? Yes, they do, but is that internationalising? I mean I’m not 
sure. I don’t see them spreading all over Europe and looking for world domination. And I don’t see 
that US VCFs would be taking a great interest in Europe, which is a little surprising because there are 
great opportunities. So, I don’t know if you found something different in your research that this is 
happening. I just don’t see it from a qualitative view.  

Interviewer 1: Yeah, it’s interesting because I mean a lot of literature in the past 5-10 years has started 
discussing this internationalisation. Why for example the very big American VCFs are starting to get 
interested in China and make investments there? Similarly, investments from them to Europe into 
specific areas. What’s kind of interesting there is that, we are focused on international business that’s 
our master’s degree. And international business literature says that internationalising is a high 
uncertainty high risk. VC overall is high risk and high uncertainty. So why would somebody think 
it’s a great idea to combine the two? 

VCF 5: Super cool.  

Interviewer 1: So, there must be something that makes the VC think well we can do this. We’ve got 
something that others don’t. And we can see the potential. So, then there are different things that we 
have considered. Okay do VCs go there only because they can get a higher return? So that would be 
in the Nordics what we’ve heard from several VCFs, “it’s only the return that we are looking for” 
because our home markets don’t offer as many deals as we would like them to offer. That’s of course 
fine but then often we start digging a bit deeper, we’ve come across that they invest because they are 
interested in partnering with a syndicate partner and getting more deal flow that way. Or maybe 
they’ve thought about investing in a company in Germany because they are really good in a specific 
aspect and then learn from it and invest similarly at home.  

VCF 5: Interesting. 

Interviewer 1: So, it’s looking at do VCFs just look at the profit or do they look at the whole 
knowledge and network aspects of their businesses as a whole? Which would make sense then if we 
look back at the international business literature which say that companies invest because of market, 
but they also invest because of resources, or innovation or things like that. So yes, we are trying to 
see if the Nordic VCFs have a specific focus in their investment or are they a bit more conservative 
and just think about return, so the first phase of internationalisation which is usually “let’s go make 
some money”. Then only afterwards when they understand the intricacies of markets they start 
looking at innovation and networks and so on.  

Interviewer 2: I think what’s interesting is when you ask them, they would say return on investment. 
And then when you start asking questions and start pulling all these concepts start flowing. But they 
don’t have it in their head, or at least they say at the beginning that they don’t consider these things. 
And when you start asking the right questions, they start dropping all these things. There’s much 
more to it than just return on investment. 
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VCF 5: Yeah, I would agree. Because it’s also about bringing new learnings into the organisation. 
And different perspectives and to some extent it’s also hedging your bets investing in other regions, 
sort of with the economic cycles and the last financial crisis the Nordics weren’t really affected. 
Obviously when the companies are global they will be affected, but the ecosystem was intact. But I 
would definitely say that even if they say it’s all about the returns, it’s about other things as well. It’s 
also about reputation. I mean XXX didn’t put a guy in San Francisco because they were betting on 
making more money. They wanted to show that they can do Silicon Valley.  

VCF 5: Maybe internationalisation is also coming with the size of the fund. So, if XXX has a billion-
euro fund dedicated to VC. You know how the hell are you going to invest that in the Nordics? That’s 
a lot of money. I think some VCFs are pushed not out of interest but out of need for deal flow and 
others they actually would like to be seen to be more international.  
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II.2.6 – Transcript VCF6 
Interview on 16-05-2018 

Interviewer 1: As Tomas mentioned, we are looking at why Nordic VCFs invest abroad and trying 
to understand what’s behind or the motivation behind that. So, when you are thinking on a strategic 
level when you are investing abroad, what’s your main motivation for you? 

VCF 6: Well certainly for investors the key motivation is good returns, otherwise no one would 
expand their geography. But indirectly of course, good returns can be found from interesting 
companies which are now crossed markets and, in all Scandinavia, the internal home market for any 
city or companies are too small so automatically all companies need to go international as soon as 
they can, and one part of that path is to choose international investment syndicate. So Nordic investing 
with Nordic whether its Nordic with other European or even global investors that of course makes 
sense for us to be active. So that’s the main motivator. 

Interviewer 2: Right, so that’s one. Are there any other factors that you consider when you’re looking 
for an opportunity aboard? That are not necessarily linked to returns. 

VCF 6: Of course, team is always the most important thing when we evaluate the companies and 
that’s of course a key reason to get excited about the initial deal and maybe that’s also good to 
understand there might be also more experienced teams in other countries than your home countries. 
Well, maybe a stereotype but maybe we always considered Danish as a great sales people and maybe 
we consider Swedes as excellent networkers and maybe Fins as superb at technology. Of course, this 
is just a stereotype of things but there is some truth behind it. It’s not big secret that the sales deals 
are also based on experienced and if you have an experienced sales team maybe they can be more 
valuable than a superb tech team.  

Interviewer 1: You mentioned already the importance of having international syndicates and 
investing with other VCFs. Could you elaborate on that a little bit? Do you for example, sometimes 
make an investment in order to get to know another VCF in another market?  

VCF 6: Well that has been always XXX strategic ideas, go and invest with other experienced VCF 
funds and of course we have a good network in Finland and Sweden but maybe some VCFs in Sweden 
might have better network in near regions and so on. And also, since we mostly travel to capital 
regions and then maybe Malmo and XXX we don’t have every week, every month contact to smaller 
cities like Lund or XXX or XXX. Same goes in Denmark, I mean of course, we might have a local 
meeting in Copenhagen with local VCFs, but do we really visit Aarhus or other places? Not 
necessarily. The other reason is that other investors will bring in different sort of network and talent 
that we have so it will enlarge the possibility that we can help the portfolio companies get best out of 
the investment syndicate. So maybe we can be very helpful when it comes to local fundraising in 
Finland but maybe would be better to get somebody on board from other regions. 

Interviewer 1: When you are then looking at two companies that are very similar, or have two similar 
strong cases, if some of them has already a contact or is already invested in by another strong VCF 
from let’s say UK or Germany, would you be more willing to go for that company because of potential 
to get actually to a new syndicate partner? 

VCF 6: Well that’s always of course case by case, we of course like to see that the syndicate fund 
also more or less shares the same values that we have, hopefully they have similar time frame for the 
funds or maybe also (changing hand set) also bringing additional networks and of course is not always 
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the case because there are so many different types of syndicates. VCFs might have different corporate 
strategy and maybe some other financial institutions maybe have some other benefits. Of course, we 
need to know a little bit about the background and drivers, what are driving this investor to their 
decision-making. 

Interviewer 2: Right, when you are choosing a partner, or you are partnering up with another VCF, 
do you have cultural differences in mind? Does this affect your decision for who you pick as a 
syndicate? 

VCF 6:  Absolutely, first of all you need to trust your partners, you need to know that even on a 
personal level, who is the guy behind the deal. Why they love it and what’s their motivation. In 
particular CVC you need to know that they are actually investing in company or investing for the 
technology acquisition in mind. That could also change their idea on how to grow the company. If 
they are thinking just to follow up the technology and, in a year, or two, of course it’s a different 
value proposition compares to us because we want to grow the company, we want to maximize the 
value. There might be other financial VCFs which might have different ideas, if their idea is to keep 
the company a year or two and then sell quickly and we have the idea to hold the company 4 years of 
course we need to know that before the deal, so we are not in a conflict in a short time. 

Interviewer 1: We saw that you also have a few investments in the US. Could you tell us a little bit 
about those? Has there been different types of process or have you come across different types of 
challenges in those investments there?  

VCF 6: No, we don’t invest in US, we invest in Europe and Nordic only but if a company decides to 
follow the market they might need to change their home based to the US. We have 3 companies in 
the US at the moment and they are all there for good reasons. So, basically you follow the customers, 
you follow your competitors you follow finances so it is a different markets of course but each 
companies have their own reason why they choose to go there but normally is the market, customer 
and competition that takes them, like following the Porter strategy that you need to go where the 
customer and competitors is because you want to compete and win the competitors but you also need 
to be there for the analyst and where the market is based on. For example, we have XXX which is a 
Lund based which is now already at 5 years in Silicon Valley, they have to be there because the 
database business is built in the US, there is no point being in Sweden if all your competitors are in 
the US. XXX have different reasons we just got the investors going in Cisco XXX they preferred to 
invest in US structure. But there is always a reason, we don’t invest in US just because its US but 
because the companies want to be there. 

Interviewer 2: Right, If I turn the question around then, and I ask you, why don’t you invest in the 
US? You say you are focused in European markets, what makes you leave the US market behind?  

VCF 6: Well our fund is a Nordic fund, our LPs have invested in our fund because we have a Nordic 
focus. We don’t really have any competitive advantage in the US, why should a US company come 
to us if they have XXX and so many other VCFs in the Valley, why should they choose XXX, that’s 
one reason. And secondly of course LPs have invested in our fund because we have a Nordic strategy, 
if they want to invest in the US they can invest in a US fund, so it doesn’t make any sense to expand 
to the US startup field. Of course, we have ideas on how to enlarge the geography like the first fund 
was Sweden, Finland and Estonia and our second fund is doing all Nordic all Baltic. Who knows, our 
future fund will have Poland or UK or Germany, but at the moment we don’t even do German deals 
because we don’t have a German local team in place. 

Interviewer 1: What kind of factors do you look at when you are considering this new market? 
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VCF 6: Well at the moment we stick with Nordic market and if we need to choose one more market 
then it would probably in UK but we haven’t done that. And the reason is we have an office in London, 
we have a partner in London so of course we have locality there so if we had to analyze Oxford or 
Cambridge or London companies it will be natural since we are in London but we don’t go to Berlin 
to make a deal because it’s a little bit away from our home game and we don’t have a German team 
local team there, we don’t want to sort of take a too far step. We could consider Spain even, to do 
Nordic teams in Spain because there are a lot of Nordic software companies putting their offices now 
in Murcia or Barcelona or the Sunny Coast so of course we could say we do a Nordic deal in Spain 
there is legally nothing prohibited so we could easily make a deal in this region but you have also to 
understand that this is a quite a local business, we are board members of the companies we have every 
month a board meeting it doesn’t make any sense to travel all the time, all around Europe to have a 
meeting, so it’s better to be closer to your customers.  

Interviewer 1: You mentioned earlier that you stay in the Nordics because you have a Nordic strategy 
and you are Nordic VCF. What differentiates a Nordic VCFs from other European VCFs or maybe 
American VCFs, is there any kind of differences in how you operate or anything like that? 

VCF 6: I don’t think we have any practical differences on the processes of how we work, of course 
VC has evolved in the US and in England earlier than in other countries, what is somewhat particular 
in the Nordics is that all Nordic countries are also very active on innovativeness or public R&D, 
public meaning that you can get a lot of government aid, subsidies for R&D. Education is very high, 
particularly in ICT and life science industries, people are super talented and they can nowadays just 
start your own business instead of going to Maersk, Nokia or Eriksson or Volvo so there is a lot of 
good things happening in this ecosystem. The second thing is that investor side, meaning that LPs are 
also in Europe quite local minded so the pension fund in Denmark wants to invest in a Danish VCF 
rather than Polish. Vestfunded for example or Finnish Industry Investment in Finland, they want to 
invest into the local market because they have mandates to the market. I don’t think in the US the 
funds are so reliant on the public but in the Nordic unfortunately still ventures business also quite 
local in that sense that investors tend to think that ok let’s invest in a near market to catalyze the 
businesses. So maybe that’s the difference compared to the US. But in all Europe is all the same, if 
there is Spanish public fund they will invest first in Spain and then elsewhere and the same thing in 
Germany and in France. So, this has some local character, also the target companies act and try to act 
globally even if the investment side is pretty much driven by local motivation. 

Interviewer 1: Do you think that’s partially because fund sizes are much smaller? 

VCF 6: Well I suppose there is a reason for that as well the funds are small because the investor is 
young. No one wants to put hundreds of millions into a new team. They want small tickets to get 
things going and make them have a track record and maybe the next fund will be larger and larger. 
The same thing has happened in the US, I mean, big guys XXX, etc didn’t raise funds for hundreds 
of millions, they raised a small fund and had good returns and next time they got larger and that’s 
how business evolves. XXX and XXX raised big funds but because they have a different background. 
XXX from Private equity and XXX mostly entrepreneurs put together funds when they made their 
first big exit. So, you can put all money in is easier to have LPs to follow.  

Interviewer 1: I saw you previously were part of XXX partners which invested mostly in Nordic 
countries and now you are kind of expanding a little bit, you are now looking into the Baltics as well 
and maybe some other European countries. Do you think that it’s kind of due to your own experience 
and the experience of the team you are with?  
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VCF 6: Partly that of course but also partly because times were different as well, I mean, Baltic states 
were not very active during those days. They had their independent from the Soviet Union and their 
freedom quite late. Of course, they had interesting journey after that and some of the teams are super 
active and innovative particularly in software security and payment systems. At the time when XXX 
was investing, there was no such a trend, Estonia which was the first country to step out to the Soviet 
Union group and started its capitalistic journey and there was nothing to invest in. Now it’s 
completely different and even Lithuania and Latvia are following those tracks. We have had 2 deals 
in Estonia and it’s an active market but it’s a super small as well, less than 2 m people, the market is 
1/5 of the Danish market and 1/10 of the Swedish market so it is interesting but it’s a small market. 
They have even more needs to go abroad even earlier which is also challenging so it’s something to 
consider as well. 

Interviewer 1: Do you consider then any specific cultural or administrative factors when you invest 
in the Baltics like the strength of the local stock market or the legal environment or anything like 
that? 

VCF 6: Well of course legal are always important and that’s why is good to have a local partner 
whenever we do a deal, here or there. Luckily the legal frame in Nordics are quite similar, there are 
similar, and we need to know those but Baltics they’re more following Germany than Nordic 
tradition, it is an extra task to take care of, but we haven’t seen anything extraordinarily complicated 
there. It can be like in other markets and that is just something to keep in mind, just not to make any 
assumption if you don’t know the law. Like auctions are taxed different in different countries. Even 
in the Nordic countries, Danish laws are different than Swedish laws and Norwegian. You need to 
know how to deal with auction and how to motivate teams if you lose them.  

Interviewer 1: When you are then looking at investments in the whole region so Nordic and Baltics. 
Do you consider diversification between those markets or maybe between stages or between 
industries as well?  

VCF 6: Well of course we are focus in ICT and new materials, so we are already limiting a little bit 
the spectrum of technology, so we don’t do life science at the moment and we don’t do cleantech as 
a technology. All these markets are too small that you could actually focus in one single area. If 
someone think they can only invest in a let’s say Wind power, lets probably 10 or 12 companies to 
invest in the Nordics so it’s too narrow to invest. Even technology is relatively broad but everybody 
tries to invest in areas they understand better than others. We do mostly B2B and we don’t have a 
team that is experience in consumer games, so we still have enterprise system where we understand 
the market mechanism better. 

Interviewer 1: You’ve been talking a lot about how you have a strong focus in the Nordics and strong 
experience and capabilities there but what if a company with a really strong team and a really strong 
idea came across from a really new geographical location, say South America. Would you be willing 
to consider this as an investment? 

VCF 6: No, not really. We have no competence in helping a South American company. And we don’t 
have energy and time to fly to board meetings every month. The only exception could be if it is clearly 
a super strong spin out that we know the team before hand and for some reason they decide to re-
emerge in another market like in South America, Mexico whatever. Of course, we could analyze and 
see if that is something we would like to do but if it’s a yes and no answer then no, we would not do 
it. 
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Interviewer 1: When you are considering different investments, do you have kind of a set of criteria 
or prioritization list of different criteria and also do different geographical factors influence that? 

VCF 6: Well sometimes yes, we can say that if we would consider making very early stage, almost 
like a seed deal probably we would prefer to do such a deal nearby rather than far away because seed 
deal requires much more hands on work. If we know that you need to be in a meeting with those guys 
often is better to do those nearby than far away. But other than that, I think the criteria are more or 
less the same everywhere. Maybe also on syndicate side we can say we are happy to lead the deal 
alone if in Denmark or Sweden but more likely we would want to see co lead in a Danish and let’s 
say Lithuania or Norway market because if it’s really far away it is better to have a local fund that 
can have weekly or bimonthly dialog with the target. And if we are based in Helsinki, London and 
Stockholm there are areas where we can lead alone the deal but in Copenhagen or Oslo we would 
like to see a local partner joining us or any in the first round. 

Interviewer 1: So, would you say that’s a way you benefit from a strong European ecosystem of 
VCFs? 

VCF 6: Yes, we benefit, and it’s also risk management. If we have a local partner, I mean any 
company whether it is a startup or more mature can have a hard time on one occasion so it’s better to 
have a local partner to sort out the local crisis as well. You might need to change the CEO you might 
need to change the CFO and if we hire a CEO is easier to do it in Finland because we know a lot of 
people, if we hire a CEO in Copenhagen it is probably better to work with a Danish fund who might 
know better the local employment market. 

Interviewer 2: Alright, do you think there is any other question we could ask you to understand your 
motivation of going abroad or understand this whole concept of VCFs investing abroad that we 
haven’t asked? 

VCF 6: Well, maybe of course you can have a bad or negative experience with a syndicate or you 
syndicate with the wrong party which is suddenly in a different situation that you thought of in the 
beginning and you might be in trouble because you have the wrong partner. Maybe the fund you 
invested in don’t have any further investment capacity and if there is any hiccup in the company and 
they are no able to invest then of course you are carrying more responsibility on that investment. 
That’s also the reason why you should know your investment party, it’s not like you need to be super 
friend with everybody but you need to know that if you have a local partner, are they invested like 
the last ticket of the old fund, or a new ticket of a new fund. Because it will give a different dynamic 
for the portfolio management since if it’s the last ticket of the old fund they are probably having a 
shorter time horizon to develop the company and they might need to exit within 3 or 4 years. But if 
it’s the first investment in a fresh fund it might be that they are willing to carry forward like 6 o 7 
years. And if you don’t know that in the beginning you might end up syndicating with others which 
have different time horizons and motivations to develop the portfolio company which may cause 
some conflict at least. So maybe that’s something that its important in the co investment and the pan 
Nordic. 

Interviewer 1: Would you say that the reputation is stronger in the local level that it would be across 
markets in the sense that a local partner will be less likely to leave you in trouble because they know 
their reputation would be tarnished.  

VCF 6: Well of course reputation is built on the action. If a fund has a reputation of being super 
aggressive and destroying the entrepreneur’s values by having very harsh terms, etc. We need to 
understand that if we partner up with them we are probably considered being in the same boat and 
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our values at least we want to promote the idea that the entrepreneur is the key for success and if they 
are successful then we are successful. We can’t be can’t be successful if the entrepreneurs are 
screwed. We can’t lift our reputation by destroying the entrepreneurs value, so they need to make 
money so that we can make money and sometimes particularly with the crowbar arena (inaudible 
33:55) some funds are super aggressive on the terms and which can give hiccups in the performance 
of the company, they can be too aggressive to get there, and entrepreneurs can lose value and drivers 
and motivations, and that’s not good. It’s not good for the industry, it’s not good for the company, 
it’s not good for the fund reputation. It might be good for one fund for one time, but you can’t do that 
twice in the same market. That’s why global syndication carries also risks, let’s say if you just take 
anybody from, there is a lot of Russian, Chinese, Arabic money floating around but if you partner 
with these partners stupidly then it will hurt you as well later on. I’m not saying there is only Russian 
or Chinese (laughs) I’m saying there are lot of global funds that are aggressive on the terms and 
maybe the come late into the deal and they want quick exit, and everybody is screwed.  
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II.2.7 – Transcript VCF7 
Interview on 27-06-2018 

Interviewer 1: What’s your view on this movement within Nordic VCFs or looking for opportunities 
beyond the home country? 

VCF 7: I think probably a natural evolution because even though the Nordics have been kind of 
underserved in terms of VC representation for a number of years compared to other geographies. I 
think VC industry is becoming more mature which also means that in order to be successful more 
VCFs are trying to specialise and hence focus on certain industries or certain verticals. So, it means 
that in order to be a successful investor they would tend to broaden their geographical horizon within 
those investment topics. So, if you for instance are focusing at a special type of B2C or B2B where 
you had some vast experiences then a more limited geography might not produce enough number of 
investment opportunities, hence the ambition to expand the geography. 

Interviewer 1: So, you say that you won't be able to achieve similar kind of opportunities and returns 
by only investing in your country? In your case in Denmark. 

VCF 7: No, that's not what I'm saying. I'm saying that if they tend to specialise in one dimension or 
another, international expansion might be a way forward. I am not trying to argue that you cannot be 
successful if you only focus at a certain geography. Then you might use a different strategy, I don't 
think it's an either or, it’s both actually. 

Interviewer 1: So, what are you trying to achieve when you invest abroad? What's your main 
motivation there? 

VCF 7: The main motivation would be if you know a certain type of company then you might actually 
believe you will be much more qualified to help this specific company internationalise and expand. 
So I think that is the main motivation for looking at investments in other geographies. 

Interviewer 1: So, there you are referring to your capabilities at leading or helping the companies to 
do better and grow. Is that correct? 

VCF 6: yes, correct. You have to bear in mind that if growing and building a company to become an 
international success is super complicated. If you try to understand what determines failure and 
success in growing high tech companies for instance, then you will find many sorts of empirical 
studies that gives you the recipe. There might be some tendencies, we can see that some academia 
has tried to understand the reason behind success and failure and they have been successful in making 
partial studies, around what determines failure and success. But those studies are few and rather 
fragmented, so I don’t believe that VCFs in general have a clear recipe. There might be some 
tendencies, we can see that some academia has tried to understand the reason behind success and 
failure and they have been successful in making partial studies, around what determines failure and 
success. But those studies are few and rather fragmented, so I don´t believe that VCFs in general have 
a clear recipe. But my point is that some VCFs tend to sort of build their strategy upon their own 
inferences about success and failure and then they try to find you ideal investments opportunity where 
they can find them, and then in doesn´t matter if those investments opportunities are near proximity 
geographies or weather they have to go 1000km to find them. 
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Interviewer 1: Actually, we've seen on your website, you describe that you invest in 3 different stages. 
You invest seed stage mostly in Denmark and then the rest of it you focus on Nordic European 
countries. Why have you decided to limit your investments to that region and not invest in a broader 
scale. 

VCF 6: It's a good question, if you try to understand how many companies that are established every 
year in Denmark you can find some stats analysis that will give you the answer but in general around 
15 000 companies are established every year in Denmark. If you try to follow that cohort of 
companies, that also includes hairdressers, people that open yogurt shop or whatever, including high 
tech companies. But if you try to follow this cohort of companies you can see that after 3 years, quite 
a significant amount of those companies have gone belly up. And then if you look further, after 6 
years, then less than 1% of those 15 000 companies have grown to more than 10 employees. So, you 
will find less than 150 companies which have actually manage to build a company with more than 10 
employees. I really again, since less than 1% is growing to more than 10 employees and those 
numbers are more or less the same all over Europe. And then coming back to your question, many of 
the small companies, they are established for other reasons than becoming an international company. 
There are many of mom and pop shops, many companies that are more focus to creating an 
atmosphere for the entrepreneur and all that. But even though if you manage to locate the ones with 
the right ambition with international growth ambitions. Very small companies tend to require a lot of 
nurturing and care taking and hence you need to spend a lot of time being very physically present in 
those companies in order to help them. Its super time consuming. So, coming back to what you read 
on our website, you need to be very close to those companies in order to help them because you need 
to be there 2 or 3 days per week to help them grow. And you can do that if you are in an area close 
by, but you wouldn't fly if you need to go to Poland or Spain when you need to be much closer to the 
company. That’s the reason we have created the ones like we have on our website. 

Interviewer 1: That's linked to the geographical distance between yourself and the portfolio company. 
But, how do you come across any additional uncertainty factors in the other markets or have you 
limited the area into Nordic countries because of uncertainties? I mean, its pretty much the 
geographical distance between Denmark and Finland and Denmark and France. Why go north and 
not south? 

VCF 7: I can only answer on behalf of our own company and the reason why we have done it like 
this is because it’s easier to cover for us the Nordics where the competitions for the deals are not as 
high as you see them in other geographies like in France. It’s not 100% correct that the distance from, 
well it is correct the distance from Copenhagen to Helsinki is almost the same, but we do have a 
partner colleague out in Stockholm so in that sense Stockholm is much closer to Helsinki than it is to 
Paris or wherever you would find leads in France. But the main reason is that the Nordics have the 
las 10 years we have been producing very high amounts of quality tech companies and relatively 
speaking, the competition for the deals among the VCFs are not as high up here in the Nordics as you 
would find if you go South. 

Interviewer 1: Yes, that's something we wanted to touch as well. Do you think the strong cultural 
innovation and entrepreneurship in the Nordics is helping Nordic VCFs then in international markets. 
Do you feel like you are receiving better quality companies for example, in the Nordics thanks for 
this kind of cultural of entrepreneurship? 
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VCF 7: I don't have any empirical sort of data that underlines that. I tend to agree but I don’t have 
any evidence backing that. Anyhow, we see a lot of high quality deals up here. It could be so that 
equally presence in France or Spain we would see the same amount of quality deals, I don’t know.  

Interviewer 1: Do you think Nordic governments are helping Nordic VCFs to grow in some manner? 

VCF 7: Help them to grow in what way? 

Interviewer 1: For example, in some interviews we heard that VCFs in the Nordics benefits from 
these government innovation grants that match VCFs investments at early stages like Vaekstfonden 
in Denmark and a few of those in Sweden and Finland as well. Do you feel like those help the Nordic 
VC environment? 

VCF 7: I think the more directly aimed to the entrepreneurs who are starting up the companies, but I 
think in some cases if you can sort of you know, use governmental funds, loans from for instance 
Vaekstfonden to increase the in light time of a company then you are probably correct, its helping the 
VCFs as well as the companies. But I think it’s more so the side effect than anything else. To what 
extend the government really try to build strong ecosystems around startups areas, creating FinTech 
hubs, creating clusters, certainly we can see that creating big R&D clusters, this is something that we 
don’t have that much success in the Nordics but if you go south for instance Germany, you will see 
some extraordinarily big competence clusters that have been built. And around those clusters you 
find a bunch of excellent startup companies who have grown out of that 

Interviewer 2: When you internationalise, how do you overcome the additional uncertainties in these 
cross-border investments? 

VCF 7: I don’t think per se that there is extraordinary uncertainty, I don’t think the uncertainty is 
much bigger in foreign companies compared to near proximity companies. 

Interviewer 1: That's interesting, I mean, the majority of VC literature suggest that foreign investment 
carry much higher level of uncertainty due to, first of all, the geographical distance but also cultural 
distances, administrative distances and so on. Of course, in your case since you are investing only in 
the Nordics, the differences might be relatively small. It is interesting to hear that you don’t see any 
increased uncertainty for an investment in Copenhagen with an investment in Northern Finland. 

VCF 7: We do actually have investments in Germany, in Holland, we had a handful or portfolio 
companies in North America, so we do invest outside Europe. We tend to go a chunk South of the 
Danish border into Europe. No but it is true that there are cultural differences. I guess the reason why 
we don’t perceive the uncertainty as much is because we have gathered a very international team, so 
you know our team works in those geographies where we are invested so we know the countries 
better, I don’t know. But of course, if you go to Germany it is a bit different, so the rule of the board 
of directors is somewhat different also from a legal perspective also to North America or Denmark. 
But as long as you understand those difference I don’t think it's an issue.  

Interviewer 1: So, I guess you've been using your network as well to help you with these investments. 
How do you use your network and how do you build it? You mentioned there in North America, how 
does differed compared to Europe for example. 
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VCF 7: Yeah, I think in the US you are very much dependent on a strong network. So, if you don’t 
have a strong network in the US I think you are basically screwed. I think is probably hard work to 
find and build a network. So, every time we move into a new geography, if for instance we move a 
company to North America, we always do that with a US investor. In many cases, we have a new 
financing round and we will help the company pick the right investor in the US. So that’s one way to 
create a network, given the reputation and professionalism of the new investor, you have actually 
much better cards in your hand. On top of that, over the years you tend to come across highly 
professional individuals who you keep in touch with and occasionally use in certain situations.    

Interviewer 1: So, you mentioned there, investments in syndicates, do you usually initiate this kind 
of cross boarder syndicate investment or is something that its brought to you? 

VCF 7: Both actually, we are pretty often invited to and this is also where we get a few of our 
international deals, it’s when some co investors are coming to us and say "hey look at this specific 
deal" because they know this might be right down our alley and likewise if we are taking one company 
to US and we have a good relationship with 15-20 American VCFs, we try to look at the portfolios 
of this VCFs and invite them to make a bid for the company. 

Interviewer 1: Have you ever experienced any cultural differences or complications within this 
syndicates? 

VCF 7: yeah, yeah, pretty often. So, for instance if you go to North America, many of the VCF in the 
US have larger funds than we have and in many cases their investment philosophy is different than 
ours. And I think this is an area where many European VCFs have really burned a lot of cash, that's 
when they are sort of getting to reach syndicate partners into the investment. 

Interviewer 2: Why have you decided to invest in North America and Europe but not Asia? Is there 
any specific reason for that? 

VCF 7: It's a good question. I think historically we have made quite a number of exits historically 
and 9 out of 10 of our exits have been to North American buyers, so if you look into corporate US vs 
corporate EU you will see that corporate US companies are much more accustomed you buy talent, 
to buy knowledge, to buy IP for expansion compared to EU companies. Honestly, we haven't had the 
same experience in Asia. So, we've had a couple of iterations with potential Asian acquirers but we've 
not seen any successful divestments to Asian companies, so I think that's the main reason why we 
have much less cooperation there. 

Interviewer 1: Did I understand correctly that you make the initial investment in European companies 
but then help them get succeeding rounds in North America in some occasions, but you don´t directly 
invest in North America in the first round. 

VCF 7: Precisely. 

Interviewer 1: So, when you are looking at a kind of local or Nordic venture to invest in do you also 
consider and think about the future rounds that they might need to go to the US or maybe in some 
cases into Asia. Is that part of your decision making already then? 

VCF 7: Yes, it is. I think it’s very important. So, I think we have a very sort of time consuming 
process with our companies, so we try to understand their value proposition, business model but then 
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the further we work with the company the more we try to understand, how can does somebody 
successfully use an investment round from our company. In order to get convincing we work together 
with the company to create a business plan and it is easier to grow a software company in North 
America compared to Europe. We have actually quit a lot of our European countries to the US because 
in Europe specially in B2B you have to conquer each market and one by one. North America is a 
huge market so it’s a huge scale. 

Interviewer 1: What do you think your main competitive advantage is when you go to the US? As a 
VCF, can you offer something that maybe these Nordic ventures wouldn´t be able to receive from 
another VCF? Or how do you overcome this? 

VCF 7: When you asked the question if we made direct investments in North America and I said we 
don’t so we don’t have actually to compete against any of them because when we bring a company 
in the US we have already invested in the company so we are not competing against any of them. 
Unless I misunderstood your question. 

Interviewer 1: But you keep on investing in the future after they have entered the US market, right? 

VCF 7: Oh, yeah yeah. Every time you make an investment you need to understand how the possible 
future fort those companies look like and then you need to a reservation for future rounds and we do 
that for all our portfolio companies. Then as time goes we make cautious portfolio decision. So, if we 
have 300m DKK left in a fund we are making continuous evaluations where that money would be 
best spent, and we do that according the evaluation of all our portfolio companies against each other. 
If you don’t have money for that in VC industry then you haven’t done a very good job. 

Interviewer 1: Do you see any difference between Nordic and non-Nordic VCFs? On an EU level, I 
mean, you mentioned that’s the US VCFs are generally much bigger, but do you see any differences 
in how do they manage companies or how do they operate in general?   

VCF 7: Yeah, I think there are big differences. First of all. VCFs have different strategies, some are 
focusing very much in very early investments, some at A rounds and some are much more focused 
on mature companies and that creates some differences. Then there are industry angles, some 
companies are focusing predominantly on tech companies, so there are multiple strategies and 
multiple ways of running VC companies. So, trying to find a pattern around how VCF are operating 
is going to be a bit complicated. 

Interviewer 1: Do you think that as the Nordic markets are so small, do you think that Nordic VCFs 
are specially interested in pushing companies abroad. If you compare to Germany for instance, the 
venture might have a big enough market already in Germany, but does that make Nordic VCFs even 
more open to internationalisation? 

VCF 7: I believe so, yeah. I think the VC industry in Germany has not been particularly successful 
for many reasons. But that's one of the many reasons, because its only in the last years that German 
VCFs have recognised that internationalisation is something they have to cope with because you 
cannot grow an international business only by servicing German companies. So, I think due to the 
fact that VCFs in Sweden, Finland and Denmark are operating in very small domestic markets you 
need to have focus on internationalisation pretty quickly, that's for sure. 
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Interviewer 1: We noticed that your fund is partially supported by the European Union. Can you 
elaborate a bit on who else or where does your LPs come from? Are they mostly Nordic or do they 
come from further? 

VCF 7: Yeah, we have EU investment fund, Veakstfonden as an investor and then we have 3 pension 
funds but they are all Danish Pension funds. 

Interviewer 1: Do you think these investors limit your investment? geographically speaking. 

VCF 7: No. Well Vaekstfonden has, well we have had some geographic limitations in some of our 
funds which were predominantly focused for Danish companies. That was only part of our 
investments. 

Interviewer 1: Do you have any reason why you are not raising from further away? Or is it that your 
reputation and your experience in the Nordic area makes it’s easier to raise funds from investors here? 

VCF 7: Probably the latter, we have had very limited contact to potential LPs outside the Nordics. 

Interviewer 2: Do you think we could have asked you something that we didn't? In order to 
understand the behaviour of the VCFs going abroad. 

VCF 7: That's a good question. I think you could touch upon how international the team is. Whether 
the team is consisting of foreigners as well. That's what we did to embrace internationalisation, to 
employ a German or a Dutch or a Swedish person, so that's probably an aspect that would influence 
the success of the VCF ability to make investments abroad. Not only from an investment point of 
view but also from the deal and a lead perspective. 

Interviewer 2: Is this the case in your team as well? 

VCF 7: We try actually to build a quite international team by hiring a German guy as well. That was 
successful at identifying some German leads which led to investments on our side. Just an example, 
as well as our Swedish partner so for us it has been important.  
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II.2.8 – Transcript VCF8 
Interview on 29-06-2018 

Interviewer 1: We could start by if you could give me an overview of what do you think about Nordic 
VCFs and their internationalisation. For example, what does it mean to you? 

VCF 8: In general, Nordic VCFs are extremely non-international and they are also very poor in 
supporting companies during internationalisation and I think that for my perspective beyond the XXX 
journey working with VCFs that backed us there is a huge difference in what they provide in terms 
of framework and structured capital when it comes to doing global journeys, from that perspective. I 
also think that if you look in the international aspect of Nordic VCFs more of looking at target 
companies that is also non-existent. It's pretty much no one left that performs anything outside their 
home market in terms of prospecting and those investments come on the back of a prior investment 
or an existing network that you previously have invested in that has spun out or something like that. 
So, a very poor set of international proactive prospective. Then of course you have companies like 
XXX which is a question of are they Nordic, are they UK are they European? But looking at that they 
are much better at that, they are much better at being agnostic of what market they operate in and 
where their current companies do exist. 

Interviewer 1: You are mostly focus on early stage seed investments in Sweden is that correct? 

VCF 8: Yes, from a portfolio perspective absolutely. However, from our perspective, Sweden is not 
important as a residence of the company nor as a launch market for the companies. So, from that 
perspective, we are totally market agnostic. However, given the age of XXX and where we come 
from, it is obviously being so that a number of companies that we have invested in are founded by 
people that we work together with like XXX or XXX or prior to that and the spin off effect of us 
launching has given us a deal flow which is immense from the Stockholm region so we are heavily, 
heavily, heavily focused on Sweden and Stockholm as a residence for those companies. However, I 
think that we have probably the biggest share of companies who launched in an outside market, as a 
launch market than any other ones. So, that we operate but obviously if you look at our portfolios, 
the majority of these companies are based in Sweden and in Stockholm. 

Interviewer 1: Interesting, how do you help these companies in the international efforts? What are 
your competences or capabilities in doing that? 

VCF 8: So, primarily from our perspective, there are 2 things. One thing is being totally market or 
country agnostic and then you look where to launch. So, for us its hugely important to work from a 
process that defines where is your target audience, make that as specific as possible and understand 
what market has the best dynamics for launching such a product for such a target audience and 
applying a business model on top of that. So, that’s one of the things we work on and question the 
companies quite hard on. Obviously for most of the founders it’s obvious that they should launch in 
their home market because it’s the more convenient, we challenge that. We challenge that, and we 
look agnostic at where does this target audience actually exist, where does the market penetration 
actually look better. Sometimes, it is better somewhere else, sometimes it’s not and sometimes it is 
somewhere else. However the efforts are too big to take it in a first step. So therefore, you accept to 
launch in your home market because its more convenient, but you know you will not make it just on 
your home market, but you do that as a proof of concept. The second thing is that from the previous 
journeys that we've done, we had a pretty good operational knowledge of how it is ongoing global. 
And we also know that this doesn’t mean serving 175 countries, that means choosing 10, 15 countries 
who are actually where we know the efforts of launching on each of those markets. We also 
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understand the difference of recruiting people in those markets. We also know the importance of 
getting support from partners and other VCFs in those geographical areas. So, one thing that we try 
to do is to put them up with future investors who actually support their go to market strategy over the 
years going forward. 

Interviewer 1: Sounds like you've touching a few of the key concepts we are looking into. You are 
talking about experience in a few geographical areas, also about network of people you can leverage 
and contact to help these companies. These geographical areas you are mentioning, are they mostly 
in Europe or are they also in Asia or North America? What is kind of the general focus of your 
portfolios companies then? 

VCF 8: For us is pretty much based on the following. We think that the US, North America, is too 
crowded, we think South America is too distance and very volatile area which is hard for launching. 
We think that Europe is obviously convenient and however we see as the Asian region as the most 
interesting port. Africa for us is too complex. However, we see that looking at the majority of the 
internet penetration where the market place is evolving in Asia there is a very good fundamental 
during the digital services that our companies are actually performing. So, for that perspective, we 
like to have a glance at Asia from all of our companies perspective. However, it’s obviously so that 
we are looking at the Eu countries that you can complement your home market with as a first step 
because it is a big effort to relocate and launch in Asia than in EU. However, based on my learning 
experience on expanding XXX is actually pretty different to launch in Finland that launching in 
Germany or launching in the UK. So, what we often do is look at the effort of launching on a market 
vs the market opportunity. So, obviously if you have the same effort to launch in Denmark than the 
UK however you have a 20x market in the UK its quite obvious that if nothing else is building up 
that picture you should be in the UK. Then you should just add up on, how do you build a team over 
there? Do you move the founder? How do you scale your business? And so on. 

Interviewer 1: Have you come across any specific challenges for example in your Asian expansion 
or in other European markets as well. Things like contractual difficulties? Or have you considered 
the financial institution or cultural differences? 

VCF 8: Yes, absolutely. You could pick up one of my presentations in YouTube which is "going 
global" which is just 15 min on this topic. I think that the biggest problem is that people don't 
understand that everything changes. As soon as you leave your home country, everything changes. 
Everything from the legal setup of unemployment to the privacy policy to the unit of economics, to 
the competitive market, you know etc etc. And what I try to preach to them is that as long as you are 
not a Snapchat you need to get into the details. As long as you don't have a 100% digitally scalable 
product which is completely market agnostic, you need to get into the local differences in order to 
become global. 

Interviewer 1: And how do you think those difference influence your exact VCF behaviour. Specially 
the investment side of it? Do you take that into account when you invest into the company? Does it 
influence your contract and so on? 

VCF 8: Not so much the contracts and so on but it’s pretty much looking at our horizon and our 
perspective of the investment, so if someone is going to launch a B2B service company. I know the 
pain points and the costs of doing that vs doing that in Norway. So obviously we look at what is the 
initial investment needed in order to pull this off in the difference types of markets so yes, absolutely. 
But it’s nothing that if someone comes and says "I’m going to do Germany first B2B service" it’s not 
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a non-investment for our perspective. As long as the product makes sense and they have the financial 
backing for doing that, it’s as good as anything else. 

Interviewer 1: You mentioned earlier these networks that you used to connect with local players in 
the market. How do you develop these networks and how do you leverage these once you enter a new 
market? 

VCF 8: I mean, there are basically two of them. One that we have come across previously in life who 
can manage our companies, so if someone is going to launch a company in the UK for example, a 
B2B service company we obviously often know someone that has done that in the UK or has served 
companies in some shape of form in the UK who can just have a lunch of a dinner or whatever it 
might be to give them that perspective. Which often takes away a couple of low hanging fruits from 
such a launch. That’s one of the aspects the more operational/ entrepreneurial aspect of it. The second 
one is on the partner and the VCF side, what type of companies should this though out partner in the 
respective market and in a year or 3 from now what types of investors should it have on. From the 
partner side we are fairly well developed in a number of companies due to our previous history. On 
the VCF side we have expanded that network quite fast over the course of these two years but it’s 
something we continue to work with. We have a very loose connection in the Asian market for 
example, a strong presence in Europe, a semi-strong presence in the US based on the XXX investors. 
However, they are looking at much bigger companies than the ones that are residing in our portfolio. 
So, we need to come further down the value chain there.  

Interviewer 1: Do you do a lot of syndicates as well? How do you feel about the syndicate behaviour? 

VCF 8: Absolutely, so we are super proud of that. So, when we go in the companies, we love to have 
someone co-financing with us, however we like to be the operational leader on it. For example, we 
say that "invest in this company together with us, we will take care of the operational discussions for 
the upcoming year and support them throughout the methodology during that". Those companies are 
in such an early stage that there are very few of these VCFs that syndicate with us on the first 
investment. So that's pretty much the work that comes when we start to get done with our phase of 
taking care of the companies, that phase basically takes on of introducing them into that one. And if 
you are looking at a couple of companies in that face now, it actually becomes a syndicate 2 or 3 
VCFs that completely takes over from us. 

Interviewer 1: Have you noticed any cultural differences or difficulties when you've been dealing 
with these syndicate partners? 

VCF 8: Not the ones the ones that we are in, what we see as an issue right now is when we are trying 
to pass companies on, is that our model is to reduce risk and make them cash flow positive. The weird 
thing about that is that a high number of VCFs are actually so highly funded that they need so high-
risk reward on their investments, so they are actually not willing to take cash flow positive companies 
because they think that that makes it harder for them to make higher multiples on them going 
forwards. So, it’s a very very sick ecosystem right now. So, that’s more of a cultural issue when trying 
to pass this companies on. Hoping for the day where VCFs becomes a bit more grain? on cash so they 
actually need to stop looking for grey companies rather than massive upsides and high failure rates. 

Interviewers 1: Do you think that's something Nordic VCFs try and push more for getting lowering 
the risk and getting cash positive companies for the smaller size? Because if we look at average fund 
size in EU or in the Nordics is much smaller than big EU markets or US or some Asian markets. Do 
you think that's something specific to Nordic VCFs? 
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VCF 8:  I would actually say the opposite. I would say that Nordic VCFs are some of the worse. The 
Nordic VCFs have not matured yet, so basically, they have now peaked, they have raised their biggest 
funds ever and they have never gone through a full cycle, they haven't been through the crisis on a 
broader base. They are still where the international VCFs were 3, 4 years ago. As an example coming 
back to the XXX, I think that's a much more mature setup where they say "we need to go down to 
ticket of $100k in order to form companies at a much earlier stage, we need to have a diverse portfolio, 
some cash positive some of them being able to be 10x, 20x" where a newly raised fund in Sweden of 
€15m they say "we can’t do companies that are profitable because we need to chase unicorns. You 
raise money on the back of that in 2018 knowing what the world will see in a couple of years, I think 
you are in danger, in complete danger. And I think that is one of the other issues with the hype of the 
Swedish and the Stockholm tech industry is that everyone is so anxious about missing the train so 
they are raising all these funds and they are putting these things together and they still need to get the 
money, I mean, as a first time fund you can get SEK500m to SEK1bn, I mean, it’s ridiculous, who 
would trust someone with a billion SEK 10 years ago, where never performed those duties. And if 
you have come from being an angel investor to all of a sudden run a fund, I mean it’s too completely 
different set of investment thesis. So, I mean, I think we are about to create a mayhem, we are going 
to see such a number of completely bullshit investments coming out of the Stockholm VCFs. Taking 
backs that you should never ever take, and they will completely implode. I think you will see so many 
funds that you will never ever be able to second fund. 

Interviewer 1: What you can also see from the region is that a lot of good entrepreneurs come out of 
the Nordics, would that be something you agree on or you don’t see that happening? 

VCF 8: From an inventory perspective looking at first time entrepreneur and re appearing 
entrepreneurs, that is fantastic. From that perspective we have a very strong position, but this is also 
undermining the VCFs because we have 5, 10, 20 entrepreneurs in Stockholm who have a billion 
SEK in their pocket. Including knowledge, including network. And if you go out now and take the 
best 5, 10, 20 best first-time entrepreneurs in Stockholm today which are starting their companies 
today. Who they will go to? Do you think they will go to XXX or XXX, they will go to XXX any 
day of the week, and he has cash in his pocket to become a VCF. And that has also become a problem 
because today the entrepreneur they can be greedy enough to choose who puts money in their book 
and that also makes a problem for the VCFs because they don’t access the golden market anymore. 

Interviewer 1: Do you think the Nordic market is losing out in that sense to foreign VCFs on local 
deals? Are Swedish entrepreneurs, since they have more options to choose from, are they looking to 
have investors from big US or UK funds just because they are Big US or UK fund? 

VCF 8: Absolutely, I mean, they are much more aware on what they should do and what they can 
do. But also, if you take wealth combination with one or two of these entrepreneurs that have billions 
you can see that our investment and our methodology, takes this companies from nothing to cash 
positive companies and with a global scalability. That is something that the US VCFs, the UK VCFs 
and to some extent the German VCFs understands. So, they don’t care that the company is only one 
year old or whatever, they look at their development and the scalability and the team and they see 
that this is a fantastic company. This is a company that usually takes 5 years to achieve but this is just 
after a year however looking at the Nordic VCFs they are much more like the old fashion way, they 
think it needs to take 3 years or 5 years to reach a certain level, you need to go through 3, 4, 5 financing 
rounds in order to be where they are. Whereas the global ones, they don’t have a problem, if you 
would value them for 10m EUR in the previous round they don’t have a problem on valuing it 100m 
EUR in the next round as long as your metrics show that you are. And with that companies can get 
out of the start-up companies, they can get through the valley of death based on us and a couple of 
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actually private investors. They are in shape and form of global investments and global expansions 
they are after. And that’s also creating a gap and an issue for the traditionally VCF because they can 
build those funds on KPIs and metrics that are not much of a relevance for the market anymore. 

Interviewer 1: You are mentioning again that you push your companies to internationalise. How do 
you deal with the geographic distance between yourself and the portfolio company once they go 
abroad? 

VCF 8: One of the things, I don't think that any of the companies today have a single team in one 
market, they are more like distributed teams, almost 100% on the tech side but usually from the 
second or third employee are distributed. So, they have that perspective on how they are running their 
business, how it’s being capped and how it’s been measured. Then obviously an easy way of working 
with the companies that are close to us that they have the founding team close to Stockholm because 
we can affect them every minute of the day and we are in the same time-zones, on the other hand, 
what I see today is that we have a much more agnostic view on how they will be set up. It’s much 
more important to look at the talent side of things rather than the geography of that talent. 

Interviewer 1: You mentioned you have very operational capabilities to help these companies. But 
how do you develop these capabilities yourself? Do you hire people in those markets with these 
capabilities, or what do you do to increase capabilities? 

VCF 8: Yes, so if you look at us, if you look at our management team you can see we are a 
management team that could go in and operate any time of product company so basically, we set 
ourselves up in a way that we have a functionality and functional organization that could actually go 
and run a proper company. So, we have a CIO who is one of the best profiles that we ever had in that, 
in marketing, etc. So, in their perspective each and every one of these people have their responsibility 
to have the global perspective and know what is happening on the tech and what is new. If you seek 
and get those answers from a market perspective you can also have a very good guidance into the 
portfolio companies when taking the discussions with them or when doing newly investments. So, 
none of us are financial investment managers but we are very very good each and every one of us in 
our operational competence and in that way, we try to calculate on the investment thereafter and do 
it semi good. So, we come from the other end of it. 

Interviewer 1: You mentioned earlier that, this is not a very normal VCF way of doing things? 

VCF 8: No, I think this is completely opposite to everything else. 

Interviewer 1: Is there anything else do you think we could have asked you to understand this better? 

VCF 8: No, I don’t think so. 
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II.2.9 – Transcript VCF9 
Interview on 14-05-2018 

Interviewer 1: When you are looking for investments abroad, what’s the main motivation for you to 
be interested in a company outside of Denmark? 

VCF 9: Basically, we look at the same things as if it was a Danish company. Actually, there’s no 
difference. First of all, it’s very much the team no matter how much due diligence you do there’s no 
guarantee for anything, but basically the most important thing is everything around the team. So, it’s 
one thing. In technology it’s of course very skilled understanding of technology. It’s very deep 
understanding of market situation. Very deep understanding of competition. And in VC compared to 
PE, it’s very much an understanding of new world. What is going, you could say that most of the 
things we work as VCFs is predictive forecasts. Predictive forecasts in market, competition, consumer 
behaviour and that’s basically it. But mainly the team is most important for us. You can have a very 
poor idea, but if you are very strong on execution, on branding, on speed in the operation. You can 
actually gain a lot of strong results with even a poor idea. The opposite around, you can have the 
world’s best idea gone to nothing if you are not able to manage operation-wise and execution-wise. 
So, team is the most important.  

Interviewer 1: So, you say that if you have 10 different companies that you look at and some are here 
in Denmark and some are say Germany or France, then do you balance out any other factors than 
looking at the company itself? Are there any external factors that you might consider? 

VCF 9: I’m not sure I understand the question.  

Interviewer 1: Are there any structural or country-specific factors like the legal environment or 
maybe the stock market for exit opportunities or anything in that sense that you would consider as 
well when you are investing?  

VCF 9: No actually, we are a little different in the sense that we are part of a family-office. That 
means that it’s mostly private money, we don’t have 200 LPs that we have to manage. So basically, 
it’s very much, so we can be a little bit more patient and of course exiting is part of being a VC. But 
in our case, we strongly feel that, history tells us that, if you have a strong case, no matter what, in 
which area, there will probably be someone that feels this is interesting. And it’s always difficult to 
predict 10 years ahead if your horizon is 10 or 15 or 20 years, so basically it is being positioned in a 
large market of course with a strong team with very strong capabilities to execute and work with just 
as much branding as product. It’s not very often that the technology is the winner. No matter which 
kind of technology you work with, it sooner or later becomes commodity or open source or something 
that everybody is able to develop or buy. It’s more other things. Exit will come if you have a strong 
case. A strong case is of course traction, it’s growth and it’s marketing.  

Interviewer 1: So, you wouldn’t say that investment here in Copenhagen is less risky in some sense 
than an investment say in the UK? There is quite a distance between the two, there’s maybe some 
cultural factors, do you consider those?  

VCF 9: Yeah, in terms of where we are focused or where we have, where we are able to contribute 
in the value creation. There is a risk of course, it’s more difficult for us to value create in a company 
in Australia, because we are not that close. But it just makes the need for a very strong and trustworthy 
company, management team and in general more important. So, for us we can invest in UK, Australia, 
Denmark, we don’t necessarily have to be in Denmark. We don’t necessarily see that as a bigger risk, 
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no I wouldn’t say that. We have as a global family office, we have an international network that are 
able to manage and support, and of course that’s part of our plan when we start inverting.  

Interviewer 1:  Yeah, can you actually elaborate a little bit on the international network that you have. 
How do you use them? How do you communicate with them? What’s kind of the leverage that you 
try to have? 

VCF 9: Of course, it’s a bit, it gives us the challenge because of time differences and so on that you 
need to be a little bit more flexible in our organisation. But nevertheless, if a company are able to 
manage, doesn’t matter. Because we are not the ones who should micromanage everything. We spend 
a lot of time before starting investing. And of course, that gives us a challenge to be very very talented 
in how to pick our teams up front, because when you have invested you are, it’s difficult for you to 
get out again.  

Interviewer 1: And so, do you have deal flow sharing with you partners or how does that work?  

VCF 9: No, we, of course we have, our deal flow is huge. Much more than what we can handle. So, 
we have a deal flow from layers, from debtors, from other funds, direct to our website because people 
know us and the network that you naturally gain because you are already invested in some companies 
and so on. So, we receive around 2-3 leads per day during the whole year. And that is where you need 
to pay attention. It’s never going to be routine because otherwise you can’t see the one that is the 
home run.  

Interviewer 1: You say you receive about 2-3 a day, where do those come from usually 
geographically? Are they mostly here in Denmark or do they come from different areas and if they 
come from outside of Denmark, how do they reach you?  

VCF 9: If they come from outside of Denmark, they simply send us an e-mail and they request for a 
conference call and then we ask for pitch deck and then decide from there. But that is mainly, I’m not 
saying always, but basically, we would like to see if we can find the deals ourselves. Because that is 
the good deal, the one that is not in a process. Because a very very strong venture case is basically 
the case that is not so much in the need of money. I mean most of the venture cases, they can use 
more money because they develop fast, they spend a lot of in the fund on marketing and so on. But 
basically, if you just lean back as VCF and wait for the big opportunity to come, you probably end 
up with all the bad cases. The ones that never really raise, or the never really are able to stand on its 
own.  

Interviewer 1: Do you then put any more weight on for example suggestions from your partners? So, 
any VC partners you have that come in?  

VCF 9: No, no.  

Interviewer 1: You don’t make a difference?  

VCF 9: We have very good partners, very trustworthy partners, but we also need to be very very 
independent and keep our integrity to see what is the most important thing for us. How can we manage 
here? Because everybody that are in the field, they of course depending on if you have to accelerate 
and incubator and you have seed and you have venture, you have growth, you have PE, you have 
IPO. Where are you on the, in this ecosystem. And of course, it would be fantastic for me to invest 
in very early stage to a low valuation and if I can end up with having a new VCF in investing to a 
higher valuation and so on. But everybody is looking for that so it’s only going to happen if you have 
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an extremely strong case. Otherwise people would rather push it themselves as VCF in a different 
way.  

Interviewer 1: Do you invest syndicates with any other VCFs when you invest?  

VCF 9: Yes, we can do that and we are happy to do so. Where we enter a case on same terms, very 
aligned of interest and we are building a form together with other VCs. We do so and its quite normal 
that you do so to leverage risk and have more knowledge, have more eyes looking at the case, also 
on the value creation. In the natural VCF, you have 4 levels. You have the deal flow, you have the 
M&A the transaction part of it, you have value creation and you have exit. So, in all areas it can make 
sense to syndicate. We also make cases on our own.  

Interviewer 1: When you do your syndicate deals, have you experienced any cultural issues between 
you and your syndicate partner? Or is it relatively professional and you can get over the differences?  

VCF 9: That we what?  

Interviewer 1: In the sense that have you noticed any kind of cultural issues when you are managing 
the company with your syndicate partner or when you are negotiating a deal or maybe information 
sharing?  

VCF 9: No, no. There are of course cultural barriers, but we haven’t yet. We have investments here, 
we have investments in Germany, the family office has investments everywhere, but for us no I don’t 
see that as a problem. I think it would be more different if we invested in Africa or if we invested in 
South America. It could be.  

Interviewer 1: Is there a reason why you haven’t invested for example in South America? Is it just 
because you haven’t identified a company or is there any other reason? 

VCF 9: We started only a little bit more than 4 years ago and we started as a small VCF set up. 
Actually, the first one and a half year, I was here only me and a student. We started off building 
everything and then of course the more investments, we need more people. And so maybe it’s because 
we don’t have such a long history and of course it also takes, you need to have a very wide set if you 
need to invest in so many different time zones and countries and so on. Just the legal part of it, then 
it’s the law in Brazil, the law in Argentina, which is very different to the law in Denmark and so on. 
So, there is practical stuff there, but of course if we really meet a case we really feel, like we did in 
Germany we saw a growth case, we of course need to be able to manage that as well. And we are 
prepared for that.  

Interviewer 1: When you are then building your own organisation, when you are hiring people to 
your team. Do you try to look for people with certain country experience or international experience, 
or languages? Do you look for people that have that kind of experience? That they could bring new 
skills for investments abroad? 

VCF 9: Basically, our biggest challenge is not finding the case because we have too many worldwide, 
of course it is finding the right case, we have too many cases. It’s not what we do, if you look at all 
asset classes for all investors. Direct investments as we do is probably the most time consuming, it’s 
the most difficult. It took the Danish growth fund 10 years before they were break-even, but then they 
had their home runs and then everything was paid, and everything was forgiven. But it’s a very very 
difficult asset class to manage and I’m not sure for us if it’s the right way to be wider, having a 
manager for Finland, having a manager for Sweden, having a manager for Norway, then you need a 
really really big set up. One thing is the investment, another thing is the reporting afterwards, a third 
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thing is the value creation afterwards. Another thing is new money in, as most of the VC companies 
they will need money. Either they are trying to raise new money if everything is breaking down or if 
they grow you also need capital to grow your company. And that is also difficult. So, I’m not sure 
that is the right way. We look at Germany very much. The reason why we look at Germany is basically 
because Germany is very close to us. You can travel to, a flight to Berlin is less than one hour, 
Hamburg is 35 minutes and it’s a huge market. It’s the heart of Europe. You see Denmark is more or 
less the same size as Berlin, more or less if you also count out of Berlin.  

You see I was also part of a start-up called XXX. We launched that in 2006. We had a competitor in 
the hotel space XXX, they launched one year after us. That company was valued much higher than 
ours because they simply were growing in a huge market. We were growing faster but in a smaller 
market. That is the challenge. The advantage being from a small country, is that you need to be very 
creative, you need to be very open to the outside world and you need to find your ways so that you 
never box a boxer. Wrestle a wrestler. And what is very known from the Nordics and also from the 
Denmark is probably what is our uniqueness. It’s the Danish design, the way we design things. The 
way we work UX, the way we work with UI, the way we communicate, the way we work with 
branding. You see a lot of Danish companies they were not sold because of a very strong technology. 
They probably have more developers in United States, they also probably have more talented 
developers because of history, because of market. What we have here is that the outside world really 
hungry for probably the way we communicate. The way we have design thinking in everything. You 
see as an example with XXX is that in 2006 we used different technologies. Today everyone is using 
almost the same technology. Google bought ITA software, ITA software is lightning fast, especially 
in the US. And everyone in the US market is using ITA, Expedia, Kayak, XXX it’s the same same. 
So, what are the competition parameters? It’s very much user interface, it’s very much user journey, 
it’s very much liking, it’s very much communication and so on. So, my experience is that sooner or 
later brand is always more important than product.  

Interviewer 1: Do you then try to brand yourselves as a VCF coming from the Nordics? Having a 
specific way of doing things?  

VCF 9: No, we are not branding ourselves that much. Of course, we position ourselves a little bit in 
conferences and networks and so on. But we spend a lot of time on trying to find the investment 
ourselves. That is probably the way forward as a small VCF. Compared to Denmark, I don’t think we 
are so small. But compared to the US and Germany and France, we are very small. So, we need to 
find our own business model. And that is very much being able to find the investments ourselves 
before anyone else.  

Interviewer 1: When you are looking between these potential investments, do you also have to 
consider diversification? In terms of countries, industries and stages? Or are you relatively free to 
keep on investing in specific types? 

VCF 9: That is one of the good thing about being in a private family office, because we are flexible, 
and we are very opportunistic. So, we don’t have to only say that we can only do pre-seed or seed or 
whatever. We are opportunistic, and the math is of course the most general thing to look at when we 
look at cases. The math is very important in our work. But of course, we don’t do Spotify in the later 
stage, it’s gone for us. Or we don’t do Airbnb in the later stage. We need to be… But after 4 and a 
half year, we need to move more from seed to venture to growth, probably. That is where we should 
be, because otherwise we end up with 400 cases, seed cases and that is very difficult for us to manage 
as a small set up, with only 5 or 6 employees.  
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Interviewer 1: At the moment you only have a few investments outside of Denmark, but do you see 
the size or stage or timing of the investment to vary between countries? Or does it not matter? 

VCF 9: No, I don’t think that matters. Of course, what we do with all our upcoming investment is we 
need to be more venture-growth than seed-venture. That’s basically it and it’s not so much in terms 
of years. Because the case we are looking at now and they are already profitable with one million 
euros EBITDA after three years and the growth is tremendous. And what do you call such case? But 
it’s a sweet spot for us because it fits nicely in what we believe in, where our background and 
experience is, very much again on the branding and market side. Very strong team both on the 
financial, on the design, on online and on distribution. This is probably going forward with us in the 
sweet spot. But it’s not that easy to find these cases. 

Interviewer 1: What about the European VC ecosystem? The big network of top 20-30 big European 
VCFs. Do you see yourself connected to that? Or do you benefit from having this kind of vibrant VC 
ecosystem?  

VCF 9: No, we are colleagues and we know most of the funds. In the family office there is also a 
fund of funds department that is managing being LP in other funds. And one of them is XXX in 
London which is probably the second or third largest fund in Europe. We are in XXX in Japan, XXX 
a venture fund in San Francisco and so on. So, we are colleagues and you need to have that network 
in. And we are very open to work with them.  

Let’s take XXX as an example. First, we were in contact with XXX, then we were in contact with 
XXX venture and so on. And we would be happy if anyone would like to be part of the journey with 
XXX. Of course, right now we have the little transition period. But I mean with a little bit of luck I 
see that there is still a chance for XXX to manage, it’s not going to be easy. Nothing is easy. But let’s 
see. Actually, we have three leads, three inbound without doing anything in the last two weeks. Still 
an interesting space, still an interesting brand and the market is burning hot. So, we have four verticals 
that we are looking at one is VR and AI, that space we invested in XXX electronics, they do very 
well. We look at FinTech, we have XXX, we have XXX. We have consumer brands and we XXX, 
like in Hamburg that is recycling luxury goods. So that is the four verticals that we think we should 
be. Because you also have to have a network in the value creation part of it. You need to have a 
network in the deal flow part of it. And you also need to have some insight and experience in your 
team that work with these things. MedTech we don’t know, bio we don’t know, food-tech we don’t 
have the knowledge.  

Interviewer 1: When you are looking at different potential deals do you also consider the 
complementarity to your current portfolio companies?  

VCF 9: Yes, indeed.  

Interviewer 1: Would this be something that you maybe even look at abroad? So, if you have bought 
a Danish company in a certain sector, and if you bought another one say in France or Germany, you 
could build it even faster? 

VCF 9: We have, of course we have. All our investments have been standalone brands. That is the 
way forward for us. But of course, you get some knowledge and you look at the case a little bit 
different as now you have a reference. Also, who has the most speed, they found out something here 
with a bank solution with XXX and maybe they can use the same experience here and so on. But all 
the investments we look at are standalone brands. But we need to be more exposed in FinTech, more 
exposed in VR, and so on. But it doesn’t necessarily have to be in the same field. I mean FinTech is 
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huge. So, you have payment solutions, you have investment solutions, you have insurance solutions. 
FinTech is huge.  

Interviewer 1: Great, I think we have covered most of this. Is there anything that you think I should 
have asked you?  

VCF 9: No, I think that’s everything. What could be interesting maybe could be making a deep 
analysis of Nordic brands that did well. Now we have Spotify. How? Why? Momondo. How? Why? 
Unity. How? Why? There is actually maybe top 10 in Denmark, top 10 in Norway, top 10 in Finland 
and Sweden. And to look at is there any direct line across what makes a difference? what is actually 
the secret? Is there anything that we can learn? Skype also a Nordic VCF case. Yeah, I think there’s 
been plenty. That could be interesting.  

Interviewer 1: Do you think those companies have benefitted from some strong early stage Nordic 
VCFs?  

VCF 9: Yes, indeed. Spotify, they started with XXX and XXX and some of them. And they did well.  
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II.2.10 – Transcript VCF10 
Interview on 21-05-2018 

Interviewer 1: We are interested in the Nordic VC landscape and we are especially interested into 
how Nordic VCFs interact within the international VC Network and how do they look at opportunities 
abroad and how do they make investments in a European level. We know that you as XXX invest 
mostly if not all in Finland? 

VCF 10: Yes, we actually invest all in kind of spin offs coming from XXX. We are kind of helping 
new start-ups coming from XXX or typically there is a kind of IT tap in or a research team and some 
of the researchers are wanting to become entrepreneurs and that’s where we help them create the 
company and would help them to raise more money from us but also other investors. Because XXX 
is a Finnish tech company, all the portfolio company that we have around 20, their HQ are in Finland. 
We are able to invest. only in Finnish high tech companies that come from XXX, but we are not 
looking to Swedish start-up or anything like that. But of course, the internationalisation is important 
in that way, that all the portfolio companies are not looking for the Finnish market, so they are aiming 
for global help. 

Interviewer 2: Maybe we can start with that area and kind of discuss around it. So, you mentioned 
your ventures are looking to expand internationally, how do you help them to do that? 

VCF 10: Sometimes I would say in the seed round typically we always co invest with some other 
investors. Quite often you can see 3 types of co investors that join us in the seed rounds, so when the 
company is created. There might be some Finnish other VCFs like XXX, XXX, also XXX, companies 
that are focusing on let's say deep tech, not soft tech related companies and very early on. Because 
there are a lot of Finnish VCFs, but they are many focused in software companies or gaming. 
Typically, those don’t have tap in so whereas our portfolio comes from its more like hardware, some 
type of device that has kind of intellectual property, technology is protected, and therefore is typically 
not suited for all Finnish VCFs. But we have around let’s say high VCFs that we co invested in 
Finland like XXX for example, XXX, XXX, XXX to name a few. Then in some cases there are some 
business angels which are able to invest in the start-ups as well. And in some cases, we might find an 
international corporate VCF that actually is interested in that technology and they will co invest in 
the early stages. We have a couple of examples like Siemens ventures invested in one of our 
companies called XXX and then we have XXX which is a type of Chinese large semi-conductor 
manufacturer and they have a corporate VCF and they invested in XXX processors. So those are the 
3 types of investors that we are able to attract in the very early stages. Typically, we don't co invest 
with other international capital investing firms in the seed stage, they typically come in the maybe A 
and B rounds so a couple of years later. Then we are trying to attract those type of investors and 
capital funds. 

Interviewer 1: So, you mention you have a kind of variety of investors that you work with in the seed 
round, does it differ how you interact and create the transaction if you work with either a Finnish 
VCF or if you work with these corporate VCFs which are from other countries? 

VCF 10: Yeah, typically with the corporate VCFs they all kind of like, there are strings attached more 
than the normal VCFs because normal VCFs are only investors and they are looking for a good return 
whereas corporate VCFs they also are typically a corporation with a, kind of the mother company 
typically does some kind of cooperation with the start-ups, so they are investors from their corporate 
VCF point of view but also the company as such is probably doing some operations or R&D 
operations and development with the start-up company so they are all kind of looking for operational 
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synergies and possibly thinking that later on might acquire the company if the technology proves to 
be successful. So these type of, let's say, they would some of them would like to have first right or 
some clauses so that the company if it's sold they would have the right to purchase the shares with 
the same terms as the receive offer from any third party and of course any other pure investors don't 
like that because it might deviate the exit process if we give right to the corporate VCF to acquire the 
company with same terms as someone else. So those are quite typical and there's kind of like with the 
investment they also the product development maybe they want to be the distribution partner and 
stuff like that. So, there is more complexity to the deal with the CVC than with other VCFs. 

Interviewer 1: And have you noticed any kind of cultural difficulties or challenging when you've 
been transacting with this foreign CVCs? 

VCF 10: I think yes, I think they are in different stages so quite typical when we see a kind of 
corporate that doesn’t have its own VCF or CVC organization, but they are able to invest in their 
balance sheet then is quite difficult because they might not have as much experience working with 
VCFs, so I would say depending on how long they run the operation of making investments into start-
ups. They start with kind of thinking when you make, to give you an example, the company might 
say they are investing in the start-ups but they want to have a role where they can acquire the majority 
of the company at some point in time whereas there are some companies which haven’t had longer 
experiences with CVCs they know that’s not realistic scenario so they are more like financial investor 
so there's kind of a Chinese wall between the company and their CVC on and the CVC is more acting 
as a normal VCFs so they don’t have any rights to refuse or request, they are trying to make good 
investments and there is kind of no contractual demand from their side that they would have some 
kind of preferential rights to the acquisition of the company. So, those are the things, the longer they 
have operated the teams they the CVC are moving more to normal standards where they are looking 
for the financial returns for their investments and not so much kind of strategic perspective so that 
they would at some point in time acquire the company. 

Interviewer 1: If we consider, I mean, all your investments and the research is coming from Finland 
from smaller start-ups there. Do you experience any kind of any differences in the way this foreign 
investor approaches the companies or in the way they communicate or maybe take part in the 
everyday actions of the company? Is there any kind of nationally different approaches in the 
international sense? 

VCF 10: That's hard to say, I would say because of they are not here so often that the participate in 
the kind of the board meetings maybe every second month but then there are some kind of more 
standard reporting requirements coming from them so they are looking for monthly income statement, 
this kind of financial figures and it’s something that they are demanding but kind of in terms of 
participations I would say they are less active in that way because they are more monitoring the 
financial return, the kind of cash flow, the sales, financial figures because they are not able to meet 
with the management so often. So, I would say they are less active in the day to day communication 
with the management and the local investors who are here and able to meet the management also in 
between the meetings. 

Interviewer 1: You mentioned earlier in the bigger rounds, in the A round and B round, you are also 
aiming to attract other foreign VCFs so not only CVC. So how then do you build your network and 
manage to kind of contact these people and get them interested in your companies? 

VCF 10: Well, quite often is so that we look at this, we have a couple of databases that we use so we 
have this pitch book and also tracks and data where they track kind of the financial round so you 
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know which VCFs are active in certain sector. And there you get kind of a long lists of potential 
investors, what kind of companies they have invested, the amounts and then it’s kind of management 
prepares the kind of management presentation of the company, approach, and we might actually, if 
we know them, we might give them a heads-up call and say, you know, we have one of our portfolio 
companies and they are planning to raise money, so they will send you material. So that's how it goes, 
it’s more like I would say many of our portfolio companies are in specific sectors so it’s more like 
sector focus on our point of view so it’s not like we, it’s not like we've done a lot of deals with certain 
international VCFs, it’s more like, can we have this companies in biotech or kind of sensor technology 
or something. We look at more of the company perspective, what is the sector, which are the leading 
international companies doing deals in these fields. 

Interviewer 2: Do you have any preferences from which country this VCFs are from? Does it matter 
to you if it’s from Sweden or from Germany or from the US? 

VCF 10: Depends on the case. But let’s say that the company is aiming to the US market you would 
prefer that there would be a US VCF that would probably help a company finding good contacts in 
that country. So, in that sense we would probably prefer to have a Swedish VCF but depending on 
the companies and their main market that they are trying to enter. We feel that that might help finding 
a VCF in that market, either in the US or in Asia for example. Sweden is not the target market or 
might be Germany or the EU market is of course a natural target market for us in that sense. But yes, 
there are some Swedish VCFs that we also co invested. I would say investors are good for us. 

Interviewer 1: Have you had any experiences with Asian investors or investing in Asia or helping 
your companies go to Asia? 

VCF 10: Yes, we have some investors from China in a couple of our portfolio companies and yes. 
No bad experiences so far (laughs). 

Interviewer 1: Does your interaction with them, vary from interacting with European VCFs or US 
VCFs? Are there any cultural differences that you need to take into account or anything like that? 

VCF 10: It's my colleague who has been working with them, so I cannot comment on that 
unfortunately. I don’t know the specifics. 

Interviewer 2: That's fine, so you mentioned on a transactional level you usually try to look up the 
relevant VCFs from this database and contact them about your portfolio companies, but do you also 
try to build a network or ecosystem of VCFs around you so that you can maybe contact not only for 
transactions but maybe getting some inputs on industry development or anything that could help your 
own companies grow faster? 

VCF 10: Yes, I mean, we have also kind of a corporate CVC coming to XXX on a regular basis, so 
we meet with other potential co investors quite often here in Finland and we also kind of participate 
in these fairs like Slush or Artic or these types of events where we meet a lot of other VCFs. So, we 
are building this kind of network so it’s easier to know some of those contacts, so we can kind of 
introduce our company to them if it’s in relevance for that VCF. So that's what we do but that's the 
main idea in this kind of network building is to meet the other investors and then it’s more like a case 
by case. So, let’s see, if there is one of our portfolio companies trying to raise money, so we give a 
heads up to them, you know, like ok in 6 months’ time this company will be raising series A round 
for example and the management will come back to you and present the case. This is more like finding 
good investors to our portfolio companies. 
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Interviewer 1: Have you experience the foreign investors; do they have any kind of feeling or opinion 
about investing with Finnish VCFs? Have you noticed if there is any kind of status or reputation 
attached to Finnish VCFs that they would consider when they invest with you? 

VCF 10: I haven't noticed if there would be kind of a Finnish VCFs with good reputation or bad 
reputation. Of course, it’s better to have, you know, VCFs in the share owning the company instead 
of a lot of business angels I would say this is the more preferred model to have. Only a few investors 
rather than 10 small business angels. It’s kind of like, sometimes we would prefer getting VCFs as 
the investors but in some cases, they are not able or willing to invest so we have to get that company 
started with business angel investors. But that doesn’t, it’s not a deal breaker for the other VCFs to 
join, but I would say they would prefer to have just VCFs as the investors, instead of business angels. 

Interviewer 1: That makes sense, it’s something we have heard as well from quite a few other VCFs 
that we've spoken to so far. Like kind of handling business angels and thinking specially about follow 
on investments with them might be a little bit difficult. Actually, connected to that, if you are looking 
for a partner, a co investor partner. Do you care at what stage their fund is currently at? Is that 
something you consider or not at all? 

VCF 10: Well we haven't considered that kind of important to us in that sense. You know, preferably 
you would like the fund to be relatively new in a way that they would have a long time, potential 
holding period, so there is no exit pressure in that sense. But even if it’s during the investment period 
you still have 5 to 7 years’ time for the exit so that should do well, so I don’t think that's an issue for 
us. Having let's say, if it’s a fund structure, the investment period ends, if it’s the last investments you 
still have 5 years at least to the end of the fund age and then typically a couple of years more and that 
would give 5 to 7 years’ time from the investment in any case. For us, because we are evergreen, so 
this is a limited company, so we don’t have a fund structure, so for us is good to have investors that 
have some kind of time pressure in that sense that they will be exit in that sense. So that is good for 
us also because otherwise, let's say the CVC or the business angels there is no time lying in that sense 
so having a VCF with a fund, always comes like some kind of time where the company needs to be 
exited and that is good for us because we want to force the exit at some point in time.  

Interviewer 1: If we move on to kind of talking about the innovation environment in Finland or in 
the Nordics. Nordic countries have quite a bit of government funded innovation and government 
support to small start-ups and so on. Do you see as a kind of strength of the Nordic market, and, are 
international VCFs coming to you as well in the sense that they know how well looked after the very 
early staged companies are in the Nordics usually? 

VCF 10: Yeah, it’s definitely, you know, we have a, it used to be called XXX but not is XXX, so a 
lot of our portfolio companies get a lot of funding from you know, R&D funding, from that side. So 
quite typical if we make a seed round, let’s say 1m EUR investment together with our co investors 
we would get at least the same amount let’s say 1m EUR in kind of a soft loan from XXX. So that's 
clearly a strength, but I noticed some of the foreign VCFs they don’t, it comes to them as a surprise 
at how well the companies are being able to attract this kind of soft loans with the R&D purposes, its 
maybe something they are not aware of but comes as a kind of a positive surprise to see that actually 
the companies are able to raise these kinds of loans from the XXX invest of burning equity. 

Interviewer 1: It is interesting that they don't count on it, it would seem that they know that this kind 
of safety nets exist in the Nordics. But, does this then impact then way how companies 
internationalise? does it make it faster or does it even slow it down in some cases? Do you feel like 
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the government loans help small companies to internationalise faster or would you say that it maybe 
slows it down because of local commitments?  

VCF 10: I don't think it slows it down, I think it gives leverage, so you need less equity instead of, 
let’s say there is a 2m budget to develop N product, so we need only 1m EUR equity and we can get 
the 1m loan from XXX. Otherwise it would have been 2m EUR equity needed, so in that sense it 
makes life easier and I don't think it affects in a way the timetable, but it gives kind of a loans that 
the higher risk companies would not be getting from a bank, but they can get the loan from XXX. So, 
in that sense its good for the start-ups, definitely. It would be much more difficult to raise 2m instead 
of 1 and having these loans, so it helps. Of course, all the Finnish VCFs know about this, that you 
only need half of the money of the total development costs because you can get this grant from XXX 
when it comes to R&D expenses. 

Interviewer 2: (Explains thesis purpose) Why do Nordic VCFs look for opportunities abroad.  

VCF 10: I think one of the main reasons is the sector focus is one driver. If you are a generalist VCF 
that you are investing in many types in industries, we are generalists because we are investing in kind 
of all researches that come from XXX, so it can be pharmacy, biotech, manufacturing proses, sensors, 
diagnostics, optics, electronics, everything kind of like we are very generalists in kind of the sectors. 
So, you can have this type of Finnish VCFs that says, we invest in many different industries, many 
different sectors, we are looking for the best opportunities and there is enough deal flow and we are 
local. - Hello, can you hear me? - (yes). So you can be a generalist and then you can work locally but 
if you say that you have very good experience in let's say a specific industry that we are looking only 
to mobile games or we are focusing only on IOT technology, you can have a specific sector you want 
to focus, that your team is expert in doing those type of businesses, then you say that Finland is too 
small of a country to have, there will not be enough deal flow from Finland so you have to have a 
wider geographic scope to cover that specific industry for the fund so then you would need to have a 
more European or at least a more kind of Nordics approach finding enough good investment 
opportunities to this most specific sectors. So that's kind of the main, you know, you have the whole 
generalists and then if you have more specific investments strategy then you need to be geographically 
covered a lot wider area. So that's my feeling on how things are going, so that's kind of one driver, 
there needs to be enough deal flow and if you are very narrow on your industry or sector focus then 
you have to have more geographic area to cover. 

Interviewer 1: That definitely resonates with what our other discussions have been. There's been a 
lot of discussion about the quality and amounts of demand in the Nordic countries. Do you see then 
kind of on a strategic level would you say that it would make sense for a Nordic VCF to invest abroad 
to for example expand their network or gain experience in a certain market in order to, in the future, 
invest more in that sector? 

VCF 10: Yeah, I would think that then, probably it would be good to have a local team in that way, 
that you would have some person working in that country not just travel there once a month or 
something. So, having this kind of organizations where you have teams set up in different in the 
Nordics for example, that you would have offices in several countries and small team at least and I 
would think it’s quite difficult to have very good access to the countries deal flows from abroad. So, 
I think you would need to have a local person in that sense to you know, meet there on a regular basis, 
not just once a month but being there and being well connected.  

 


