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Abstract. Despite the recognized importance of venture capital (VC) in fostering entrepreneurship, its functional evolution
remains inadequately conceptualized in existing literature. This paper conducts a systematic review of 109 studies published
from 2000 to 2025 and explores the dynamic trajectory of VC in entrepreneurship lifecycle. Moving beyond the traditional view
of VC as a mere financial intermediary, we propose a multi-dimensional framework that captures its expanded functions of
resource orchestration, strategic partnership, and cognitive collaboration. Our findings indicate that the manifestation of these
roles is not uniform, but varies systematically with the type of investor, the timing of their engagement, and the broader
institutional setting. By developing a dynamic model of VC functionality, this review provides a nuanced understanding of how
VC’s role deepens over time and offers critical insights for entrepreneurs and investors to enhance the efficacy of VC-firm
partnerships.
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1. Introduction

In recent years, venture capital (VC) has become a central force in global innovation systems. The foundational understanding of
VC conceptualized its role primarily through a financial lens. In canonical accounts, VC is professionally managed equity
invested in young, high-growth private firms, typically as equity or equity-linked stakes [1]. In the traditional view, VCs operate
as specialized financial intermediaries that select and screen ventures, structure cash-flow and control rights—most commonly
via convertible preferred securities and staged financing—and actively monitor to mitigate information asymmetries and enable
value-realizing exits [1-4]. In this traditional view, venture capitalists were seen as sophisticated financial intermediaries who
provided capital to startups, mitigating information asymmetries and funding constraints in exchange for equity. Their value was
intrinsically linked to staged financing, risk absorption, and engineering lucrative exit events, such as initial public offerings
(IPOs) or strategic acquisitions [1, 3, 4].

However, this finance-centric perspective of VC is insufficient to capture the complexities of contemporary entrepreneurship.
As the global economic landscape has evolved, marked by heightened uncertainty, rapid technological cycles, and the primacy of
intangible assets, the function of VC has necessarily expanded. A substantial body of evidence demonstrates that VCs contribute
far more than capital alone, acting as strategic partners deeply engaged in governance, resource orchestration, and management
development [2,5]. Empirical studies also show that VC-backed firms disproportionately lead in patenting rates, successful
market entry, and innovation outcomes compared to their non-VC-backed counterparts particularly in technology-intensive
industries [6-8]. Therefore, modern VCs are not merely capital providers; consistent with firm-level evidence comparing
governmental and independent VC investments, their involvement extends into governance and value-creation activities [9].

Despite this evolution being significant in practice, the understanding of VC’s dynamic and multifaceted roles remains
limited. Most existing studies examined VC functions in isolation, focusing on governance mechanisms [2-5], network brokerage
[10-13], or exit strategies [5,9,14,15]. Moreover, there is limited analysis of how VC roles are contingent upon key factors like
investor type (e.g., independent vs. corporate), investment stage (e.g., seed vs. growth), and institutional context (e.g., developed
vs. emerging markets). Besides, literature has yet to systematically chart how these advanced roles evolve and reshape the
entrepreneurial firm.

To fill these gaps, this paper conducts an up-to-date systematic review of 109 studies published between 2000 and 2025. By
analyzing two and a half decades of theoretical and empirical works, this paper makes contributions in three ways. First, we
construct a typology of VC roles, moving beyond a simple financial-versus-non-financial dichotomy to identify distinct
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governance-oriented, resource-enabling, and strategic-collaborative archetypes. Second, we delineate the evolutionary trajectory
of these roles, tracing their transformation from a primary focus on financial guardianship in the early 2000s toward ecosystem
integration and cognitive partnership in the 2020s. Third, we synthesize the empirical evidence on the firm-level impacts of these
varied roles, systematically accounting for the heterogeneity introduced by VC type and timing of entry. This paper not only
clarifies how and why VC functions have expanded and intensified but also provides a theoretical lens to understand these shifts
across different institutional and industry contexts.

The remainder of the paper is structured as follows: Section 2 details the review methodology, including the search strategy
and inclusion criteria. Section 3 presents a typological and evolutionary analysis of VC roles. Section 4 examines the empirical
evidence on VC impacts across different firm outcomes and contexts. Section 5 concludes with a summary of key findings,
identifies theoretical and empirical gaps, and suggests directions for future research.

2. Review methods and literature collection

To investigate the role of VCs within entrepreneurial firms and to map the evolutionary pathways of their involvement, this study
adopts a systematic literature review approach grounded in the conceptual foundations of VC research summarized by [1], which
emphasize the evolution of VC practices, investment decision-making processes [4,11], and their impact on entrepreneurial firm
development.

Literature collection and review involve three core steps: (1) defining a search protocol, (2) establishing screening and
eligibility criteria, and (3) conducting a classification and analysis for the resulting literature. Figure 1 shows the core steps in the
literature search and selection.

~
( Databases: Web of Science, SSRN, Google Scholar

Source type: Journal articles
Language: English
Search period: 2000-2025

Search strings: "FC" OR "VCs" OR "venture capital*") AND ("startup*"' OR
"entrepreneurial firm*") AND ("role" OR “function” OR “invert*” OR "value "

OR "governance™ OR “support™)
A /

Step 1: Initial database search
n = 1.898 articles

Step2: document filtering
n=1,105 articles

Step3: Quality screening (SSCI/ABS 3%)
n=557 articles

Step4: Thematic relevance check
n=109%articles

Figure 1. The literature search and selection process
2.1. Literature search and selection

This study focuses on the role of VCs in startups and their evolutionary pathways. Therefore, the search strategy was designed to
capture the relevant academic literature on the topic of VC entities, entrepreneurial enterprises, and their roles. VC-related
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keywords include “venture capital*”, “VC”, or “VCs”. The entrepreneurial-enterprise keywords include “startup*” or
“entrepreneurial firm*”. The role of VCs is captured by the keywords “role”, “function”, “invest*”, “value”, “governance”, or
“support”. Using these keywords, the comprehensive Boolean search query is formulated as: ("VC" OR "VCs" OR "venture
capital") AND ("startup*" OR "entrepreneurial firm*") AND ("role" OR "function" OR "invest*" OR "value" OR "governance"
OR "support").

To ensure comprehensive coverage, the search was conducted across the Web of Science Core Collection, SSRN, and Google
Scholar. Then, the literature search was bound by a specific set of inclusion and exclusion criteria to ensure the relevance and
quality of the reviewed articles. The scope was limited to peer-reviewed academic journal articles published in English between
January 2000 and August 2025.

The initial search yields 1,898 publications. Following the Preferred Reporting Items for Systematic reviews and Meta-
Analyses (PRISMA) protocol [16], these publications were systematically selected according to predefined inclusion criteria.
First, after limiting the results to peer-reviewed English-language journal articles and removing duplicates, 1,105 articles
remained. A subsequent quality appraisal retained only those articles from journals indexed in the Social Sciences Citation Index
(SSCI) or rated 3* or higher by the ABS, reducing the pool to 557 studies. Finally, we screened the abstract of the literature and
excluded articles focused solely on financial metrics or those lacking a direct analysis of VC roles. This multi-stage screening
process yielded the final set of 109 core studies for this review.

2.2. Literature description and classification

The studies on the role of VCs within enterprises are concentrated in a few top-tier journals. As detailed in Table 1, the Journal of
Financial Economics (36 articles), the Journal of Business Venturing (23 articles), and the Review of Financial Studies (16
articles) are the most prominent venues for this topic. An analysis of the publication timeline reveals a consistent and recently
accelerating interest. While the volume of articles remained stable across the first two decades (43 from 2000-2009 and 41 from
2010-2019), the 26 articles published since 2020 indicate an increased annual publication rate, signaling sustained scholarly
attention in the field.

Table 1. Main journals on the related topic

Journal 2000-2009 2010-2019 2020-2025 Total
Journal of Financial Economics 13 13 10 36
Journal of Business Venturing 7 10 6 23
Review of Financial Studies 6 7 3 16
Journal of Corporate Finance 2 4 2 8
Journal of Finance 3 1 0 4
Others 12 5 5 22

Total 43 41 26 109

3. The evolving role of VC

VCs have evolved into critical governance agents within entrepreneurial ecosystems, operating well beyond the traditional role
of capital provision. This functional expansion arises from structural deficiencies of early-stage ventures—Ilimited collateral,
volatile performance expectations, and acute information asymmetries—that render conventional financing channels ineffective.
According to [17], affiliation with reputable VCs generates certification effects that improve valuation terms in subsequent
financing, evidencing value beyond capital. Building on financial contracting theory[3], shows that staged financing and
milestone-based governance mitigate agency problems by aligning incentives between entrepreneurs and investors. Using 213
venture-capital contracts [4], documents the systematic use of contingent control rights—board representation, liquidation
preferences, and vetoes on critical decisions—that together constitute an external governance architecture [2]. urther documents
post-investment value-added, illustrating how venture capitalists pool technical and organizational resources to support
capability building and commercialization.

3.1. The classification of VC

A central premise in VC research is the inherent heterogeneity of its actors, shaped by organizational attributes and behavioral
strategies that influence screening, governance, and broader strategic contributions [1,4,18]. Building on this premise, this study
adopts a two-dimensional typology. The first dimension, firm attributes, comprises capital source and organizational form, fund
size and internal governance structure, investment stage preference, geographical and cultural background, and investor
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reputation. The second dimension, investment behavior, comprises strategy specialization, the depth of post-investment
involvement, decision logic with either a strategic orientation or a financial orientation, and exit orientation and timing. Investor
reputation functions as a certification mechanism that reduces information frictions and shapes selection, pricing, and monitoring
intensity, with stronger effects in weaker legal environments

The most fundamental distinction begins with firm attributes, where funding background separates independent VCs (IVCs)
from corporate VCs (CVCs). IVCs are typically structured as limited partnerships driven by financial returns, whereas CVCs
prioritize strategic synergies, often investing in technologically complementary startups to facilitate innovation absorption within
the parent firm’s ecosystem [18]. This strategic orientation, financial maximization versus strategic upgrading, is the primary
cleavage from which many other differences emerge [19].

The firm differences are also reflected in a VC’s structure. As [1] distinguished, the landscape includes both large institutional
VCs and smaller, independent funds. Large institutional investors often deploy layered decision processes [11]; post-investment
value-added through pooling technical and organizational resources has been documented [2]. In contrast, smaller VCs rely on
more flexible governance and concentrated decision rights, a structure that facilitates agility but often limits their capacity for
large-scale, capital-intensive investments.

A VC’s structural characteristics and fund base directly influence its appetite for risk, which is most clearly expressed in its
preferred investment stage. Early-stage VCs, often smaller and more agile, play a pivotal role in shaping the foundational layers
of new ventures, especially in emergent fields where they must bear significant technological and market risk in exchange for
greater influence [11]. Conversely, late-stage VCs, which include many CVCs and larger institutional funds, typically engage
once product-market fit is more defined. They leverage board control and equity milestones to secure returns while minimizing
downside exposure [4].

Geographical and cultural positioning also matters. Based on survey data of 885 institutional VCs across 681 firms[11],
while VCs broadly prioritize management team quality, there are systematic differences in evaluation criteria across geographies.
For example, Western VCs are observed to emphasize team execution and formal governance structures, viewing active
monitoring as a key mechanism for strategic alignment [20]. In contrast, evidence suggests some Asian VCs may place greater
weight on technological maturity and exhibit longer investment horizons, reflecting different regional capital market structures
and institutional logics [21,22].

Investor reputation also represents a critical firm-level attribute that influences both investment behavior and firm outcomes.
As [17] shows, entrepreneurs often accept a meaningful valuation discount to affiliate with reputable VCs—a certification effect
that reduces information frictions. This reputational effect is especially pronounced in institutional environments with weaker
legal protections, where cross-country evidence indicates that VC reputation can play a critical role in alleviating financing
frictions [21].

Behavioral heterogeneity is evident in investment strategies and intervention depth [17] finds that affiliation with reputable
VCs is associated with lower offered valuations in financing rounds. VC involvement accelerates professionalization and
commercialization [2]. Active investors, by contrast, engage deeply in board governance and strategic oversight, which is
associated with better outcomes [2,20].

Finally, this entire chain of attributes and behaviors converges on the ultimate dimension of heterogeneity: decision logic and
exit strategy. This final classification brings the analysis full circle, directly linking back to the foundational IVC-CVC divide.
Financial-oriented VCs (primarily IVCs) logically pursue governance structures designed to facilitate timely and lucrative
liquidity events like IPOs, with evidence showing their involvement significantly increases IPO success rates [23]. In contrast,
strategic-oriented VCs (primarily CVCs) focus on long-term innovation outcomes, timing M&A-driven exits to coincide with
innovation milestones that ensure both knowledge transfer and financial return [14,18].

This multidimensional classification illustrates that VCs are not a monolithic entity. They are a diverse set of actors whose
strategic logic, resource configurations, and governance approaches are deeply intertwined and vary significantly across
institutional contexts. Understanding the heterogeneity of VCs is fundamental to explaining how different VCs interact with
entrepreneurial ventures and, ultimately, how they drive firm-level innovation and market evolution.

Table 2. The classification of VC

D;g;esns subcategories Classification Criteria and Subdimensions Descriptions Reference
Firm Independent VCs (IVCs, financially returns-oriented)
attribut funding background Corporate VCs (CVCs, strategically synergy-focused)—as [18] noted, CVCs invest in [18,5]
e (capital sources) entrepreneurial ventures to enhance learning and innovation, often targeting ’

technologically complementary firms.
Large institutional VCs (with strong resource integration capabilities, as [24] validated
modular strategies in deep tech sectors) [1]
Small independent VCs (characterized by flexible decision-making)

Fund Size and
Organizational Form
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Investment Stage Early-stage VC as [24] analyzed in deep tech VCs' early-stage technology layering)

Preference Late-stage VC (CVCs exercising board control in late stages, as studied by [5] [5,24]
Geographical and ~ Western VCs (prioritize management teams, as evidenced by Bernstein et al., 2016's
Cultural analysis of VC monitoring and board engagement) [11, 20]
Backgrounds Asian VCs (emphasize technological maturity)
criteria and subdimensions: Track record of successful exits and fund sequences;
. network centrality and syndication standing; reputation signal strength affecting access
Investor reputation to high-quality geals, pzicing, and accepta%lce Ir)ates; effecgts ampliﬁ%:d in weakegr legal [21.17]
environments
Invest
ment. Invesjcment Strate.gies Specialized VC [23']: Quality. Cert'iﬁ'cation Effect, Valuation Premipm 15%-20%) [23.24]
behavio (Active vs. Passive) ,Generalist VC (with Limited Post-Investment Intervention) ’
r
Irizrsfljr?;(e)::r]gzgth Active VCs (with board participation— (Bottazzi et al., 2008) are associated with (5]

(Active vs. Passive) higher funding success)

Decision Logic:
Strategic Orientation
vs. Financial
Orientation

Exit Strategy [1] showed that governance optimization improves IPO outcomes. M&A-oriented
Preference — Timing (CVCs leveraging exit strategies to enhance learning and innovation outcomes— [18]

Strategic-oriented (CVCs serving parent companies' innovation learning and
technological positioning— (Dushnitsky & Lenox, 2005) Financial-oriented (IVCs [1,18]
focusing on exit strategies— [1]

[25,18]

3.2. The role of VC

Existing literature reveals significant differences among the roles of VCs. Many studies confirm that VCs primarily act as
financial supporters, providing essential capital supply and risk-bearing capacity that enable startups to overcome financing
constraints [1, 3, 8, 17]. Beyond capital provision, some scholars emphasize VCs’ governance participation, where they embed
institutional safeguards through board involvement, staged financing, and contractual mechanisms to reduce agency costs and
enhance firm discipline [20, 2, 4, 5]. More recent research extends these functions further, showing that VCs can also operate as
strategic partners, engaging in deep collaboration to shape firm strategy, enhance innovation, and co-create entreprenecurial
ecosystems [6, 18, 26, 27]. These findings demonstrate that VCs perform a diverse set of roles, including financial support,
governance participation, and strategic collaboration, reflecting the multidimensional nature of their contribution to
entrepreneurial ventures.

Building upon this established understanding, our paper synthesizes these functions into a formal, three-tiered classification
framework (see Figure 2). Each tier corresponds to a distinct level of VC involvement: Category A focuses on the fundamental
roles of governance and safeguarding; Category B addresses resource enablement and its conversion to performance; and
Category C captures the most advanced role of strategic partnership and deep engagement.

The Evolving Role of Venture Capital in
Entreprencurship

109 Articals
Category A Category B CategoryC
Governance participation T e N e . -
R P X F ) resource "“Jbl}mtm‘ Strategic collaboration,
institutional safeguards for resource-to-performance deep engagement role
capital providers e upgédiug

Figure 2. The three-tiered classification framework

Category A (Governance and Control Mechanisms, 42 articles) corresponds to the "institutional participation of capital
providers", defining VCs as capital providers embedding in corporate governance structures through mechanisms like board
seats, contractual rights, and supervisory systems to ensure capital security and management standardization, with research
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focusing on VCs’ role positioning in corporate governance, the shaping of governance structures by financing contracts, and how
governance mechanisms regulate principal-agent relationships.

Category B (Performance and Value Creation Impact, 13 articles) corresponds to the "result-oriented output of resource
enablers", illustrating VCs’ evolution from pure capital providers to resource enablers directly influencing enterprise innovation
capacity, market performance, and growth pathways through financial and non-financial resources, with research exploring
mechanisms of resource integration for innovation, conversion pathways of resource input into market performance, and the
shaping of enterprise growth trajectories.

Category C (Strategic Evolution and Enterprise Engagement, 54 articles) corresponds to the "deep collaboration of strategic
partners", highlighting VCs' transition from financial investors to strategic partners deeply engaging in strategic planning,
operational management, and ecosystem construction, with research focusing on drivers of VC role transformation, the shaping
of enterprise strategic evolution by deep VC involvement, and resource integration models under strategic collaboration.

The evolution in this classification system involves two key dynamic features. First, it maps an evolutionary progression of
VC involvement (A to B to C). Effective governance (Category A) provides the stable foundation necessary for meaningful
resource deployment (Category B). In turn, the successful conversion of resources into performance builds the trust and material
basis for deep strategic collaboration (Category C). This progression reflects a deepening of the VC-firm relationship over time.
Second, the categories operate within a virtuous cycle of mutual reinforcement. Effective governance (A) legitimizes and
structures resource integration (B). Strong performance outcomes (B) enhance the VC's strategic authority and influence (C).
Deep strategic engagement (C), such as ecosystem co-creation, necessitates more sophisticated and adaptive governance
mechanisms (A), thus completing and elevating the cycle.

This interplay ensures that the framework is not merely linear but a dynamic system where each role enhances the efficacy of
the others. For example, the strategic need to build an ecosystem (C) may drive the VC to introduce new network resources (B)
and establish an ecosystem-wide governance committee (A).

3.3. The evolution of VC

Building on the functional classification outlined in Section 3.2, the roles of venture capitalists also exhibit clear patterns of
evolution over time. While early studies emphasized VCs primarily as financial guardians and resource providers (Category A),
subsequent research shows a progressive expansion toward multi-functional actors that simultaneously combine governance,
resource orchestration, and strategic collaboration (Categories A+B+C). From a temporal perspective, VC research documents a
trajectory of transformation: from capital supply and certification in the early 2000s, to deeper governance and
professionalization during the 2010s, and more recently to cognitive collaboration and ecosystem co-creation in the 2020s [2, 3,
4, 11,20]. This temporal framework highlights how the complexity of VC roles has grown in tandem with changes in
entrepreneurial ecosystems and institutional environments.

Early literature positioned VCs as "financial backers," with their functions realized through three mechanisms: [28] found
that VC endorsement can increase firm valuation by providing certification effects in early-stage financing. VC's transition to
“strategic shapers” is driven by the complexity of entrepreneurial ecosystems. Organizational learning theory [29] and dynamic
capabilities theory [30] provide cross-validation, while [18] highlights how corporate VC investments can enhance incumbents'
innovation rates, reinforcing the role of VCs in driving technological advancement within their portfolios. [20] provides evidence
on active VC monitoring, demonstrating how VCs engage in portfolio firms’ governance and operational planning.

Governance interventions exhibit “bounded rationality” [31] referring to the deliberate yet limited decision-making capacity
of VCs under uncertain conditions. This bounded rationality becomes especially salient in early-stage ventures operating in
rapidly shifting technological frontiers. Under such conditions, venture capitalists are forced to make strategic decisions with
incomplete information, relying on heuristics derived from prior investment experience, sector-specific knowledge, and
syndicate signals. This view aligns with [31], who demonstrate that venture capitalists use heuristics, such as pattern recognition
and prior entrepreneurial experience, in lieu of hard data during early-stage evaluations. Such reliance on soft information is
particularly pronounced in the formative stages of venture development, where standard financial metrics are often unavailable.
These heuristics manifest in due diligence procedures, lead-lag investment behaviors, and milestone-based monitoring, all of
which influence long-term firm trajectory without requiring continuous direct intervention. [3] show how governance structures
in VC-backed firms can support decision-making efficiency. Analysis of 213 VC investment contracts by [3] showed that anti-
dilution and liquidation preference clauses are widely used to align incentives and protect investor interests, supporting effective
governance without deterring entrepreneurial motivation. Further [3], demonstrated how these contractual features in VC align
with financial contracting theory to reduce agency costs and mitigate information asymmetry, thereby facilitating more efficient
investment decision-making processes.

Synthesis of prior work indicates a three-axis shift. Evidence from financial contracting and monitoring documents a
progressive deepening of governance in VC practice [3,4,20]. Research on organizational form, stage focus, and syndication
behavior shows increasing functional heterogeneity across investor types and strategies [1,10,11,18].
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From 2000 to 2010, the role of VC deepened with a stronger emphasis on resource orchestration rather than pure financial
intermediation. [18] show that corporate venture investments facilitate the capture of innovation from technologically
complementary start-ups, indicating systematic knowledge transfer beyond financing. In international contexts, evidence
documents capability upgrading and learning consistent with coordinated use of outside knowledge and market access [21,22].
Post-investment value creation is further amplified by syndication, which enables expertise sharing and risk pooling across
investors [10]. In parallel, governance instruments—staged financing, milestone-based monitoring, and contingent control rights
—were used to align incentives and structure oversight [3,4]. At the firm level, venture capitalists contributed to team
professionalization and faster commercialization [2]. Taken together, these findings portray the decade-long shift from
contractual risk-sharing toward the coordinated mobilization of technological, managerial, and organizational resources, a pattern
that aligns with perspectives from organizational learning and dynamic capabilities [19, 29, 30].

From the late 2000s through the 2010s, evidence points to stronger VC monitoring and broader operational
support. [20] provide causal evidence on monitoring improving performance; [11] document operational and strategic support in
survey data. Complementing this evidence, [12] show that greater VC network centrality is associated with superior fundraising
and investment performance. Taken together, these findings characterize the transition toward VCs acting as strategic partners
with refined judgment capabilities.

From the late 2000s through the 2010s, accumulating evidence indicates an expansion of the venture capitalist’s role toward
cognitive collaboration. [20] documents investor participation in strategy formulation, organizational design, and product timing.
Survey evidence from [11] Survey evidence from [12] show that greater connectedness in syndication networks enhances
innovation outcomes, though with diminishing returns beyond a density threshold. Viewed through the lenses of organizational
learning and dynamic capabilities [29, 30], these findings support framing venture capitalists as emergent cognitive collaborators
in high-uncertainty and deep-tech contexts.

This historical framework introduces a dynamic, longitudinal perspective to the literature through static analyses. We chart
the evolution of VC roles over time, explaining how they have adapted to maturing institutions, increasing market complexity,
and shifting technological paradigms. Our analysis reveals a clear trajectory: over the past two decades, the central function of
VC has transformed from financial guardianship to active strategic cognition. Crucially, this evolution is not presented as a
simple linear progression but as a layered adaptation to the changing demands of the entrepreneurial ecosystem.

4. The impact of VC on firms

A substantial body of research has established that VC has a significant impact on firms. However, the nature and magnitude of
this impact are not uniform; instead, impacts are highly contingent upon factors such as the timing of VC entry, the specific type
of investor, and the investment strategies employed. This section reviews the literature on the impact of VCs, exploring this
impact heterogeneity and the key factors that moderate these impacts.

4.1. The diverse impacts of VCs

Existing literature has examined the multifaceted impacts of VC on firms, including governance, resource allocation, innovation,
and exit strategies. VCs play a crucial role in shaping corporate governance structures. Prior research has demonstrated that VC
involvement influences startups to adopt governance structures aligned with product market strategies, facilitating structured
decision-making and promoting effective oversight mechanisms to reduce agency conflicts [2,32]; [3] pointed out that VC
contracts can effectively resolve agency and transaction cost issues, ensuring more efficient firm operations. [4] further showed
that VCs can design appropriate contracts to control and influence firm decision-making, safeguarding investor interests while
promoting firm development.

Prior studies have demonstrated that VC involvement influences startups to adopt governance structures aligned with product
market strategies, facilitating structured decision-making and promoting effective oversight mechanisms to reduce agency
conflicts [2,32]. [3] pointed out that VC contracts can effectively resolve agency and transaction cost issues, ensuring more
efficient firm operations. [4] further showed that VCs can design appropriate contracts to control and influence firm decision-
making, safeguarding investor interests while promoting firm development.

Prior research has shown that VC involvement influences startups to adopt governance structures aligned with product market
strategies, facilitating structured decision-making and promoting effective oversight mechanisms to reduce agency conflicts
[2,32]. [3] pointed out that VC contracts can effectively resolve agency and transaction cost issues, ensuring more efficient firm
operations[4]. further showed that VCs can design appropriate contracts to control and influence firm decision-making,
safeguarding investor interests while promoting firm development.

In terms of resource utilization, VCs play a pivotal role by not only injecting capital but also mobilizing a broader array of
strategic assets. These include managerial expertise, industry-specific knowledge, business development support, and access to
key stakeholders such as potential clients, suppliers, or later-stage investors. Such resources are often beyond the reach of
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nascent firms but are critical for navigating early-stage operational challenges and scaling effectively. This multidimensional
contribution from VCs goes beyond passive funding and reflects their active engagement in shaping firm trajectories across
markets and growth phases. [23] explored this relationship, indicating that VCs help firms gain a competitive edge. [17]shows
that, in first-round financings with competing offers, entrepreneurs accept about 10-14% lower pre-money valuations to partner
with high-reputation VCs, i.e., reputable VCs acquire start-up equity at a 10—14% discount. [33] show that VC international
knowledge and reputation positively relate to new venture internationalization.

VCs are important drivers of innovation within firms. Corporate venture capital is associated with higher innovation outputs
in portfolio firms—measured by patents and citations [6]. [13] examined how VC syndication networks influence investment
patterns and knowledge flow, showing that these networks facilitate information sharing and resource access among VCs,
thereby enhancing the spread of innovation and investment efficiency within the industry, which indirectly benefits portfolio
firms.

4.2. The influencing factors

The diverse impacts of VC on firms stem from variations in investor types, entry stages, strategic objectives and the surrounding
institutional context. The most fundamental driver of this variation is the VC’s organizational archetype, as different types of
investors, including IVCs, CVCs, government-affiliated funds, and university seed investors, operate with distinct mandates and
resource endowments. University seed investors, for instance, function at the research-to-commercialization boundary,
leveraging academic networks and intellectual property to incubate breakthrough innovations in science-based fields. Similarly,
government-affiliated VCs pursue broader policy objectives like regional development or strategic autonomy, often de-risking
foundational technologies in sectors overlooked by private capital. In contrast, CVCs serve a dual mission, acting as both
financial investors and strategic enablers. They provide startups with invaluable access to proprietary R&D, market channels, and
specialized expertise—a strategic advantage that is particularly critical in deep-tech sectors characterized by high uncertainty and
long development cycles [18, 27].

A VC’s identity and mandate shape its preferred stage of entry and thus the nature of its influence. Early-stage entry can steer
a firm’s direction under high technological uncertainty, as documented in industry overviews of venture financing dynamics [1,
2, 32]. Evidence from the corporate VC literature shows that early relationships with incumbents are associated with learning and
innovation linkages, suggesting potential channels through which experimentation may be supported Dushnitsky and Lenox
(2005) Mid-stage entry typically follows initial validation and is often associated with larger follow-on investments aimed at
expansion and coordination [3, 4]; this emphasis is consistent with stage-differentiated investment patterns reported in prior
work. Regarding timing, the effects of VC involvement vary across the life cycle; VC tends to be relatively patient early on, so
very-early entry is not always dominant in every setting [8].

Beyond these structural factors, behavioral compatibility between entrepreneurs and investors is increasingly important. [26]
identify mutual trust and iterative learning as key behavioral mediators of VC impact. Their findings challenge the view of VCs
as purely transactional agents, revealing a relational mechanism that underlies performance differentials by enhancing the
deployment of value-added services, particularly under conditions of high uncertainty.

Furthermore, these investor-firm dynamics are deeply embedded within broader contextual and sectoral environments. Cross-
country comparative studies reveal that the quality of legal and institutional infrastructures significantly shapes VC behavior. As
evidenced by [15], factors like investor protection and judicial efficiency directly affect the intensity of VC monitoring and the
scope of governance support provided. In weak-rule-of-law environments, VCs naturally prioritize downside protection, which
can constrain a firm's innovative autonomy. This institutional influence is compounded by sectoral characteristics. In knowledge-
intensive industries like Al and biotechnology, where information asymmetry is high, the VC role must expand beyond finance to
include resource orchestration and network brokerage, functions whose effectiveness is itself contingent upon ecosystem
maturity and regulatory frameworks. Research by [22] demonstrates that national legal environments directly influence the
choice of exit route (e.g., IPO vs. M&A), its timing, and the resulting firm valuation, illustrating a final pathway through which
external context shapes VC impact.

Therefore, the analysis of VC impact must move beyond broad categorizations to examine how specific operational
mechanisms interact with contextual contingencies. [10] reveal that VC syndication is a critical mechanism that shapes portfolio
selection and support. Yet, a significant gap remains in understanding how these syndication-driven resource configurations
translate into specific innovation outcomes across different technological environments. [20] demonstrate that governance
intensity significantly shapes firm performance, as excessive monitoring can stifle the very agility required in high-uncertainty
sectors. This finding calls for a more nuanced governance model that moves beyond simple intervention thresholds. Finally,
these firm-level dynamics are themselves embedded within broader institutional contexts. [15] found that European VCs’
reliance on relational governance, compared to their U.S. counterparts, results in longer investment horizons but lower exit
efficiency. This underscores the critical need to unpack how specific institutional logics shape VC-firm dynamics, moving
beyond surface-level geographical comparisons.
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5. Conclusion and discussion

This systematic review analyzed 109 peer-reviewed journal articles published between 2000 and 2025 to construct a unifying
framework for understanding the evolving role of VC. Our analysis maps the landscape across three core dimensions: the
classification of VC roles, their historical evolution, and their heterogeneous firm-level impacts.

The central contribution of this review is the development of a tripartite framework that organizes VC functions into three
archetypes: Capital Providers, Resource Enablers, and Strategic Partners. This classification resolves persistent definitional
ambiguities by aligning a VC's identity with its primary mode of engagement. Applying this lens, our analysis reveals a clear
evolutionary trajectory in the literature: over the past two decades, the dominant perception of the VC role has progressed from
that of a passive financial guardian toward that of a deeply engaged strategic partner. Furthermore, this framework clarifies the
heterogeneity of firm-level impacts, showing how outcomes are contingent on investor type and entry stage. For instance,
corporate VCs often excel as Resource Enablers by providing technological support, while mature independent VCs may act as
Strategic Partners enforcing rigorous governance, with mid-stage entry frequently correlating with optimal scaling, particularly
in technology-intensive settings.

The utility of this framework is threefold. For researchers, it provides a progressive analytical model: from institutional
foundation, resource enablement, to strategic collaboration, which systematically unpacks the logic of VC value creation. For
practitioners, it offers a clear decision-making heuristic: entreprencurs can select VCs based on their primary need (governance,
resources, or strategy), while VCs can use it as a roadmap for their own capability development. For policymakers, it enables the
design of targeted interventions, such as fostering strategic-collaboration VCs to enhance innovation ecosystems.

While this framework provides a structured overview, it also illuminates critical gaps in existing studies. First, existing
studies often treat governance, resources, and strategy in silos, neglecting their crucial interdependence. Second, the internal
learning mechanisms and organizational capabilities that drive a VC’s own evolution remain a black box, especially in response
to technological disruptions or cross-border investments. Third, a significant geographic bias toward U.S. and European data
persists, limiting our understanding of VC dynamics in emerging economies with different institutional logics. Consequently,
while foundational studies (e.g., [10, 15]) highlight mechanisms like syndication and relational governance, the field has yet to
fully explore how these mechanisms translate into differentiated innovation trajectories across diverse industries and contexts.

This review is not without limitations. First, although the article selection process followed rigorous criteria, inclusion bias
may exist due to language constraints and database coverage. Second, while the evolution analysis focused on external forces
shaping VC behavior, it did not systematically account for VCs’ internal organizational dynamics, such as fund lifecycle stages,
partner expertise, or incentive structures. Third, although our search protocol did not restrict industries, the included evidence
base is skewed toward technology-intensive sectors due to data availability, which may limit the generalizability of findings to
low-tech or service-oriented ventures. Additionally, multi-method approaches combining network analysis, field interviews, and
experimental designs could better illuminate how VC strategies adapt in different entrepreneurial ecosystems. A deeper
understanding of VC heterogeneity and its strategic alignment with firm needs remains crucial for refining both academic theory
and practical guidance.
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