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Venture Capital Investment and Labour
Productivity: A Conceptual Model
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Abstract— The role of venture capital in promoting innovation
and company-level development has been extensively analysed in
scientific papers. However, there is still a lack of research examining
its impact at the macroeconomic level, particularly on labour
productivity at the national level. This paper addresses this gap by
conducting a theoretical analysis of the literature on venture capital
investment and labour productivity. Moreover, it develops a
conceptual model that explains how venture capital investment may
influence countries’ labour productivity. The proposed conceptual
model identifies key transmission channels through which venture
capital investment may affect labour productivity, including the
quality of the innovation environment, financial development and
other determinants of productivity.
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I. INTRODUCTION

In the aspect of companies, sectors and countries, venture
capital investments are an important factor in the economic
development. The added value they create is manifested in the
development of innovations and higher employment (Koppl-
Turyna, Koppl et al., 2021). Recent research has increasingly
focused on the impact of venture capital investment on
artificial intelligence and the digital economy (Montanaro et
al., 2024; Li et al., 2024), reflecting the growing need for such
investments. In empirical research, venture capital investments
are associated with financial development (Pradhan et al.,
2019; Demou et al., 2019) which increases the growth of
labour productivity. Venture capital investments accelerate the
financial development of countries depending on the level of
economic development of a particular country (Cournede,
Denk et al.,, 2015). Economically strong countries need
venture capital investments to promote their innovations.
According to Pradhan et al. (2018), innovations promote the
emergence of new technologies, systems and processes that
improve country’s productivity; they are important in creating
new added-value products and services that contribute to new
revenue generation channels.

The connection and specificity of the phenomena of
venture capital investment and the country’s labour
productivity is a relevant object of research. Venture capital
investments are necessary for innovative companies because
traditional methods of financing are not suitable to them.
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Innovations are always associated with high risks, and
traditional banks often refuse to finance them; therefore,
venture capital investments have started to play a significant
role. Taking into consideration the statements of the main
theories on economic growth explaining labour productivity,
venture capital investments are associated with labour
productivity in terms of innovations, technologies and
knowledge. Employing innovations that require venture
capital investments, a larger volume of output is produced,
which is associated with an increase in labour productivity
(Heil, 2018). Empirical studies conducted at the country level
assessed the impact of capital investment on economic
growth, financial development, innovations, creation of new
business and levels of productivity (Khan, Qu et al., 2021,
Pradhan et al., 2019, 2018; Karahan, 2016; Faria, Barbosa,
2014).

The analysis of the scientific literature revealed that
researchers highlight the need to examine the impact of
venture capital investments not only at the company level but
also at the country level, thereby extending the existing
knowledge base and addressing an important research gap.
The aim of the research is to design a conceptual model for
assessment of the impact of venture capital investments. To
achieve this aim, the following objectives have been set: 1)
After conducting a theoretical analysis, to summarise the
relationship between venture capital investment and labour
productivity, 2) To design a model for assessment of the
impact of venture capital investment on labour productivity in
these countries. The methods applied in the research:

systematic analysis, synthesis, logical generalisation,
comparison, grouping and modelling.
I11. BACKGROUND

To clarify the relationship between labour productivity and
venture capital investment, it is important to understand the
main economic growth theories that explain the factors
determining labour productivity. According to Kacou et al.
(2022), there is a link between the factors determining labour
productivity and theoretical models of economic growth.
Table 1 presents the relationship between productivity and
economic growth theories (Maciulyté, 2015).
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TABLE I: THE RELATIONSHIP BETWEEN ECONOMIC GROWTH
THEORIES AND PRODUCTIVITY

Classical | Neoclassical | Endogenous | Schumpeterian | Institutional
Environment
Smith Harrod- Mankiv- Schumpeter Acemoglu,
Domar Romer-Weil; Johnson and
Model, Romer; Robinson
Solow Lucas

Source: compiled by the author, based on Magiulyté-Sniukiené (2015)

An analysis of economic growth theories has revealed their
connection to labour productivity and venture capital
investment. Solow (1956), Romer (1986, 1990b), Schumpeter
(1949) highlight aspects of knowledge, innovation, and
technology in their theories of economic growth, emphasising
the significance of venture capital investment. Venture capital
investments are considered as a factor of economic growth
and, in Solow’s theory, are understood as a source of
knowledge (Solow, 1956). Romer’s (1986) long-run growth
model is based on the assertion that knowledge is a key factor
in increasing productivity. The model incorporates knowledge
and other resources into the production function. According to
Jones (2019), Romer developed a theory of endogenous
technological change in 1990. In it, the search for new ideas is
a key driver of economic growth. In Schumpeter’s (1949)
innovation model, the entrepreneur plays a central role. In his
view, innovative activity, driven by technological changes and
economic innovations, disrupts economic equilibrium and
traditional industries, making way for more advanced ones.
Schumpeter’s entreprencurial innovator is associated with
leadership, innovation, and creativity. His activities create
new products and services and are associated with a higher
return on investment than usual over a shorter period of time.
The model distinguishes between physical and human capital
innovations. These are the result of investments in R&D.
From the perspective of contemporary innovation theory,
Schumpeter’s model of innovation is expanded, as the
diffusion of technology, human capital, dynamic efficiency
and market growth form the foundation of innovation.
According to the researcher, the impact of innovation depends
on knowledge, competencies and learning processes, with an
emphasis on the contributions of venture capital investments,
public research organisations, universities and financial
institutions  (Sengupta, 2014). It can be argued that
Schumpeter’s claims are closely linked to venture capital
investments. The main propositions of the model by
Acemoglu, Johnson and Robinson (2005) reveal that, with
production factors (labour and capital) remaining constant, the
influence of endogenous growth factors (technology, human
capital and innovation growth) is determined by the
institutional environment.

Based on the conducted theoretical analysis, it has been
established that there is a link between theories of labour
productivity and economic growth. In neoclassical theory, the
main factors determining labour productivity are technological
change, knowledge and increases in capital, investment and
the savings rate. It is noted that human capital and investment
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in it, innovation, research and experimental development are
identified in endogenous theory as factors determining labour
productivity. Schumpeter’s theory highlights the aspects of
innovation, technological change and the entrepreneurial
innovator. The theory of the institutional environment is based
on the impact of institutional environment factors on labour
productivity. The impact of venture capital investments, as an
additional resource, on labour productivity is reflected in the
aspects of innovation, knowledge, research and development
as well as technological change.

To sum up on the analysed scientific literature, it can be
stated that there is a connection between economic growth
theories and labour productivity as well as the factors that
determine it.

I1l. THE CONTEXT

This section provides a detailed analysis of the factors
that most commonly determine labour productivity at the
national level. Table 2 presents a classification of these factors
and the authors who have studied them.

TABLE II: FACTORS INFLUENCING LABOUR PRODUCTIVITY

Factors Authors

Innovation Ciaffi (2025); Naveed, Wang (2023);

Samargandi (2018); Coccia (2018)

Financial development Le, Nguyen et al. (2024), Dua, Garg

(2019); Samargandi (2018)

Foreign direct investment Dua, Garg (2019); Maciulyté-Sniukiené

(2015)
Inflation Dua, Garg (2019); Dritsaki (2016)
Foreign trade Kacou, Kassouri (2022); Dua, Garg

(2019); Samargandi (2018)

Human capital Bellochi, Saraceno et. al. (2025);
Samargandi (2018); Magiulyté-Sniukiené

(2015)

Development of technology and
information and communication
technologies

Calvino, Samek et al. (2025); Walheer
(2021); Shahnazi (2021)

Quality of institutions Bellochi, Saraceno et. al. (2025); Dua,

Garg (2019)

Capital-labour ratio Bellochi, Saraceno et. al. (2025);
Shahnazi (2021); Magiulyté-Sniukiené

(2015)

Source: compiled by the author

An analysis of the factors determining a country’s labour
productivity showed that the factors most commonly
examined in studies are financial development, foreign direct
investment, inflation, foreign trade, innovation, development
of information and communication technologies, artificial
intelligence, human capital, institutional quality and capital-
labour ratio. In the author’s opinion, venture capital
investments can be classified from an economic perspective as
factors that indirectly determine labour productivity; their
impact on labour productivity manifests through their
influence on factors with a direct impact. Therefore, the
assessment of this impact may involve an evaluation of the
interaction among several independent variables.
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In the context of this study, from a theoretical perspective,
venture capital investments are linked to innovation and
financial development classified as factors that directly
determine labour productivity. Therefore, the direct impact of
venture capital investments on a country’s labour productivity
can be assessed in conjunction with factors related to the
innovation  environment and financial development.
According to Padgureckiené (2024), empirical studies have
examined the impact and channels of innovation and financial
development factors on a country’s labour productivity.
However, the impact of venture capital investment, which is
determined by factors of the innovation environment and
financial development, on country’s labour productivity has
not been studied. An analysis of the scientific literature
identified the impact of venture capital investments on labour
productivity at the national level through the following
channels: 1) the innovation environment aspect: venture
capital investments — determine and foster innovation-driven
economic development of the country — a financing
instrument for businesses operating in the innovative and
high-tech sectors — increases labour productivity; 2) the
aspect of financial development: venture capital investments
— part of the financial market — an alternative source of
financing — determines financial development — related to
the efficiency of financial markets and financial institutions —
has an effect on labour productivity.

The conceptual model is presented in the next section.

IV. CONCEPTUAL MODEL OF VENTURE CAPITAL INVESTMENT
AND LABOUR PRODUCTIVITY

The conducted scientific literature analysis revealed that
researchers emphasise the need to examine the impact of
venture capital investments not only at the company level, but
also at the country level. Taking into consideration the
statements of the main theories on economic growth
explaining labour productivity and their interconnection, they
are purposefully included in the designed conceptual model
for assessment of the impact of venture capital investments on
the labour productivity of countries. Venture capital
investments are associated with the growth of countries’
labour productivity in terms of innovation, technological
changes and knowledge as well as R&D (Romer, 1990, 1956;
Solow, 1986; Schumpeterian, 1949). The conceptual model is
presented in Figure 1.
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Fig. 1 Conceptual model for assessment of the impact of venture
capital investments on a country’s labour productivity

As can be seen in the presented model, the direct impact of
venture capital investment on countries’ labour productivity,
is marked by a bold continuous arrow. The impact of venture
capital investments on labour productivity in interaction with
any of the variables of the innovative environment or financial
development factors (the part of the interaction factors is
indicated by a dotted line in the figure) is also marked with a
bold arrow.

One of the most frequently analysed effects of innovation in
research is its impact on labour productivity, which is
measured by expenditure on research and experimental
development. For this reason, the innovation environment is
measured in the model using the business sector’s R&D
expenditure indicator. According to Khan, Qu et al. (2021),
patents reflect the results of a company’s innovation processes
and serve as an appropriate measure of innovation. To
develop an innovative idea and commercialise it, sufficient
funds are required to finance this process. It has been
demonstrated that venture capital investments drive the
expansion of sectors operating on the basis of new
technologies and innovations (Frimpong et al., 2022; Khan,
Qu et al., 2021). In the model, the indicator of employment in
technology- and knowledge-intensive sectors is included in
the innovation environment. It indicates the extent to which a
country’s economy is oriented toward the production of value-
added goods and the creation of such services.

Venture capital investments replace or supplement bank
loans. Venture capital investments are an alternative source of
financing. Therefore, the indicator of bank credit to the private
sector was included in the study on financial development.
Given the diversity of countries’ financial systems, it has been
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found that multiple indicators are needed to capture a
country’s financial development. The model incorporates two
IMF Financial Development indices - financial institutions
and financial markets efficiency - based on the IMF Financial
Development Database (2026), originally developed by
Svirydzenka (2016). These indices reflect the efficiency of the
services provided by financial institutions and financial
markets. The more efficiently country’s financial institutions
and financial markets are developed, the smaller the impact of
venture capital investments on labour productivity is.

When assessing the impact of venture capital investments
on labour productivity, it is important to assess the impact of
other factors. Therefore, the research model includes other
factors determining labour productivity: foreign direct
investment, inflation, openness of trade, higher education,
provision of labour with capital and flexibility of the labour
market.

A conceptual model that provides a multidimensional
assessment of the impact of venture capital investments on
labour productivity across countries has been developed,
capturing both direct and heterogeneous effects shaped by
factors related to the innovation environment and financial
development. Future cross-country studies could examine
whether artificial intelligence readiness strengthens the impact
of venture capital investments on labour productivity, as
suggested by Calvino, Samek et al. (2025), since countries
differ substantially in their capacity to adopt artificial
intelligence technologies and convert them into productivity
gains.

V. CONCLUSION

1. After summing up the results of the theoretical research on
the factors determining labour productivity, it can be declared
that the factors determining labour productivity and mostly
analysed in research works are as follows: innovations,
financial development, financial openness, inflation, foreign
trade, development of information and communication
technologies, human capital, supply of labour with capital. In
the context of the theories of economic growth, the designed
conceptual model reveals the connection between venture
capital investments and the growth of labour productivity in
the countries.

2. The analysis of scientific research on the impact of venture
capital investments on labour productivity has revealed that
research in this area is limited to the company or sector levels.
On the basis of the analysed empirical research results, it was
found that the impact of venture capital investments on labour
productivity manifests in companies that were financed by
venture capital investments rather than in conventionally
financed companies. Moreover, this was observed in the in
sectors where the need for venture capital investments and the
lack of funding were the greatest. Scholars unanimously agree
that it is necessary to extend the scope of this research and to
conduct investigation on the impact of venture capital
investments across countries, not just at the company or sector
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level. After identifying the factors that determine the labour
productivity of the countries and revealing their connection to
venture capital investments, it was found out that innovations
are closely connected to venture capital investments from both
theoretical and practical points of view.

Seeking to close the gap in this area, the research includes a
compiled conceptual model for assessment of the impact of
venture capital investments on labour productivity. The model
substantiates both the direct impact of venture capital
investment on labour productivity and the impact of venture
capital investment on labour productivity being conditioned
by factors related to the innovation environment and financial
development. The model can be applied in studies analysing
the impact of venture capital investments on labour
productivity across countries.
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