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investment increased from about €3.2 billion in 2010 to €17.6 billion in 2024 (peaking at €20.7 

billion in 2021). Europe’s share of global venture funding 



the hub group due to Stockholm’s dominance in European venture capital activity. The main 

“

”



“mass” 



ture, both domestic “pull” factors and global “push” 



that improve investors’ ability to operate internationally and may gradually lower barriers cre-



’



flows increase with the economic “mass” of the origin and 

cial wealth, or market capitalization as economic “mass” variables 



. A critical implication of this interpretation is that “distance” 

is the “liability of foreignness,” 



“pull”

“push” factors



, with GDP as economic “mass” and bilateral frictions 





“Private Equity/VC” uni-

verse and the “Investment Details” report type

, and all venture capital deals are set to “True”

“Baltic countries”, and Albania, Bosnia

“Other CEE”. 

IMF’s World Economic Outlook (WEO) database



Note: i denotes the origin investor country, j the host destination country, and t the year. “Expected effect” reports 
the predicted sign of the coefficient on inbound VC flows: + indicates a positive association and − a negative 

𝑖 ݆
CEPII’s GeoDist documentation describes geodesic distances 

{௜௝}݁ܿ݊ܽݐݏ𝑖ܦ = 𝑖݊ݏܿݎ2ܴܽ 𝑖݊2ݏ}√) ({߮௝ − ߮௜}{2} ) + 𝑖݊2ݏ (௝߮)ݏ݋ܿ (௜߮)ݏ݋ܿ ௝ߣ}) − ௜}{2}ߣ )})



߮ ߣ ܴ is Earth’s radius set to ௝ܼ௧  

𝑖, ݆, ݐ 𝑖 ݐ݆ 𝑖݆ܥܸ ݐ
]ܧ {௜௝௧}ܥܸ ∣∣ ܺ ] = ݌ݔ݁ ௜ߙ) + 1௟௡(ீ஽௉{೔೟})ߚ + 2௟௡(ீ஽௉{ೕ೟})ߚ + 1௟௡(஽௜௦௧௔௡௖௘{೔ೕ})ߛ + +2௅௔௡௚௨௔௚௘{೔ೕ}ߛ 3஻௢௥ௗ௘௥{೔ೕ}ߛ + + {௝௧}ܼ′ߜ ௝ߛ + ߬௧)ܸܥ௜௝௧ ௜௝௧௔௠௧ܥܸ ௜௝௧ௗ௘௔௟௦ܥܸ ܦܩ ௜ܲ௧ ܦܩ ௝ܲ௧ܦ𝑖݁ܿ݊ܽݐݏ௜௝ ௜௝݁݃ܽݑ݃݊ܽܮ ௜௝௝ܼ௧ݎ݁݀ݎ݋ܤ ௜ߙ  ௝߬௧ߛ



Second, when the outcome’s variability varies across observations (heteroskedas-

ln(ܲܦܩ) ln(ܦ𝑖݁ܿ݊ܽݐݏ)
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