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Abstract 

This study examines the relationship between capital market 

development and labor absorption in the financial sector through a 

systematic literature review approach. The originality of this research 

lies in its specific focus on the sectoral employment impact of 

capital market development within the financial industry, an area 

that has received limited comprehensive synthesis in prior studies. 

The objective of this study is to identify the patterns of relationship, 

transmission mechanisms, and structural changes associated with 

capital market expansion and employment dynamics in the financial 

sector. The research method applies a systematic literature review by 

analyzing peer-reviewed journal articles indexed nationally and 

internationally within the period 2000–2024. The empirical findings 

indicate that capital market development generally contributes 

positively to labor absorption through the expansion of financial 

institutions, increased trading activities, and financial product 

innovation. However, technological advancement, digitalization, and 

automation significantly reshape labor demand toward technology-

based and analytical competencies. The implications of this study 

emphasize the importance of aligning capital market development 

policies with human capital enhancement strategies to ensure 

inclusive and sustainable job creation in the financial sector. 

 
Keywords:  

Capital market development; labor absorption; financial sector 

employment; financial development; systematic literature review 

 

 

 

 

 

  

mailto:1ritasatriajuqra@gmail.com


JURNAL ILMIAH EKONOMI MANAJEMEN DAN BISNIS 
Vol. 4 (2), 2026: 92 - 103 

93 

 

INTRODUCTION 

Introduction Capital market development has become a central dimension of financial 

system transformation in both emerging and advanced economies. As financial markets deepen, 

they facilitate capital mobilization, improve liquidity, enhance risk diversification, and stimulate 

long-term investment. In Indonesia, capital market expansion has contributed to economic 

growth and strengthened financial intermediation efficiency (Journal of Management and Islamic 

Finance, 2024). Empirical evidence further indicates that capital market development supports 

labor absorption through increased investment flows and income expansion  (Rizqia et al., 

2022a) 

Beyond macroeconomic outcomes, recent studies have begun to highlight the role of 

capital markets in shaping labor market dynamics, particularly within the financial sector. (Rita et 

al., 2023) demonstrate that capital market development significantly affects labor absorption in 

the financial industry, mainly through institutional expansion and increased trading activity. 

Similarly (Kusuma & Muthmainnah, 2022) show that financial sector capital funding reduces 

unemployment by facilitating business growth(Dillon, 2024) (Knesl, 2023). These findings 

suggest that capital markets function not only as financing mechanisms but also as catalysts of 

employment creation(Slimane, 2015). 

However, empirical evidence across countries reveals heterogeneous outcomes. (Ngcobo 

et al., 2025) find that financial market capitalization influences both economic growth and 

unemployment in South Africa, with varying magnitudes depending on macroeconomic 

conditions. Moreover, research published in the Journal of Financial Economics (Song et al., 

2024)  indicates that financial market volatility may increase unemployment fluctuations, 

implying that employment effects are sensitive to financial stability. At the regional level, 

financial development has been shown to improve labor productivity, though impacts differ 

according to institutional quality and capital accumulation levels  (Zoaka & Güngör, 2023) 

At the same time, digital transformation has introduced new structural dynamics into 

capital markets. The integration of financial technology(Heil, 2018) (Song et al., 2024), digital 

trading platforms, algorithmic systems, and artificial intelligence has altered operational 

structures within financial institutions. argue that fintech adoption generates both protective and 

disruptive employment effects, substituting routine tasks while increasing demand for analytical 

and technological competencies. (Wang et al., 2024) further demonstrate that the digital 

economy significantly reshapes employment structure and labor share distribution. (Zhao & 

Tang, 2024) confirm that digitalization modifies employment mechanisms by reducing routine 

labor demand and increasing technology-intensive skill requirements. Even in non-financial 

sectors, digital expansion has been found to restructure labor allocation patterns (Li & Zhang, 

2023), reinforcing the argument that technological change fundamentally alters employment 

structures. 

Although numerous studies examine financial development and labor outcomes, the 

existing literature remains fragmented in several important respects. First, many studies focus on 

aggregate financial development indicators without isolating capital market–specific variables. 

Second, employment is often treated as a secondary macroeconomic outcome rather than as a 

sector-specific analytical focus. Third, the interaction between capital market expansion and 

digital transformation in shaping financial sector labor demand has not been systematically 

synthesized. While individual empirical studies provide valuable insights, comprehensive 

integration of findings across contexts is still lacking. 
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This fragmentation creates a clear research gap. There is limited comprehensive synthesis 

of empirical evidence specifically addressing the sectoral employment impact of capital market 

development within the financial industry. Prior studies either emphasize macroeconomic 

growth effects  (Rizqia et al., 2022a) (Ngcobo et al., 2025)or analyze employment impacts of 

digitalization independently .(Wang et al., 2024; Zhao & Tang, 2024) Few studies integrate these 

dimensions into a unified analytical framework that evaluates how capital market expansion, 

financial institutional growth, and technological transformation jointly shape labor absorption in 

the financial sector. 

To address this gap, this study adopts a Systematic Literature Review (SLR) approach. 

Unlike isolated empirical estimations, the SLR method enables structured identification, 

screening, and synthesis of peer-reviewed journal articles indexed nationally and internationally. 

This study analyzes research published between 2000 and 2024, ensuring comprehensive 

coverage of both pre-digital and post-digital transformation periods in capital market evolution. 

The systematic approach strengthens theoretical integration and enhances the reliability of 

conclusions by consolidating diverse empirical findings. 

The originality of this research lies in its explicit focus on the sectoral employment 

effects of capital market development within the financial industry, an area that has received 

limited integrative examination. Rather than treating employment as a secondary macroeconomic 

outcome, this study positions labor absorption as the central dependent variable. Additionally, 

the research incorporates digitalization and automation as structural moderating factors 

influencing labor demand dynamics. By synthesizing empirical evidence across contexts, this 

study seeks to clarify whether capital market development consistently generates employment 

expansion or instead induces structural shifts toward technology-based competencies. 

The objectives of this study are threefold. First, to identify and analyze patterns of 

relationship between capital market development and labor absorption in the financial sector. 

Second, to examine the transmission mechanisms through which capital market expansion 

influences employment dynamics, including institutional growth, increased trading activity, 

financial product innovation, and investment channels. Third, to evaluate structural changes 

associated with digitalization and automation that reshape labor demand toward analytical and 

technology-based competencies. 

The empirical synthesis conducted in this study indicates that capital market 

development generally contributes positively to labor absorption within the financial sector. 

Institutional expansion, growth in trading activities, and financial product innovation increase 

demand for professional labor. However, technological advancement simultaneously transforms 

employment structures, shifting demand from routine administrative roles toward data-driven, 

analytical, and technology-intensive occupations. These findings underscore the importance of 

aligning capital market development policies with human capital enhancement strategies. 

From a policy perspective, capital market growth should not be assessed solely in terms 

of market capitalization or investment volume. Sustainable financial development must also 

consider its employment implications and skill transformation effects. Integrating financial 

market policies with education, training, and digital skill development programs is essential to 

ensure inclusive and sustainable job creation in the financial sector. 

By synthesizing empirical evidence across more than two decades of research, this study 

provides a comprehensive and balanced understanding of how capital market development 
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interacts with structural transformation and technological change to shape labor absorption in 

the financial industry. 

 

METHODS 

This study employs a Systematic Literature Review (SLR) as the sole research 

methodology. The SLR approach enables structured, transparent, and replicable synthesis of 

empirical evidence (Page et al., 2021) Compared to traditional narrative reviews, SLR minimizes 

selection bias and strengthens methodological rigor through predefined protocols and eligibility 

criteria.  

The choice of SLR is justified by the fragmented and heterogeneous findings in prior 

research on financial development and labor market outcomes (Ernst, 2019; Zoaka & Güngör, 

2023) Given the diversity of institutional contexts and methodological approaches, systematic 

synthesis is necessary to integrate evidence coherently. This study does not conduct meta-

analysis or primary econometric modeling but focuses on qualitative thematic synthesis 

consistent with SLR standards (Paul et al., 2021) 

The literature search was conducted using Scopus, Web of Science, ScienceDirect, and 

Google Scholar databases. The review covers publications from 2000 to 2024, aligning with the 

timeframe stated in the abstract. 

 

Keyword combinations included: “capital market development” AND “labor absorption”, 

“financial sector employment” AND “stock market”, “financial development” AND 

“unemployment”, “digitalization” AND “financial employment” 

 

Inclusion criteria were defined as follows: 

1. Peer-reviewed empirical journal articles 

2. Published between 2000–2024 

3. Studies examining capital market or financial development indicators 

4. Studies analyzing employment, unemployment, or labor productivity 

5. Articles written in English 

Exclusion criteria included non-empirical papers, working papers, and studies lacking 

measurable employment indicators. These criteria enhance consistency and validity of synthesis 

(Paul et al., 2021) 

This study follows the PRISMA (Preferred Reporting Items for Systematic Reviews and 

Meta-Analyses) framework (Page et al., 2021) The selection process proceeded as follows: 

1. Identification: 186 records were identified. 

2. Duplicate removal: 44 duplicates removed. 

3. Screening: 142 records screened; 84 excluded. 

4. Eligibility: 58 full-text articles assessed. 

5. Inclusion: 15 studies included in final synthesis. 

The PRISMA diagram visually illustrates this procedure to ensure transparency and 

replicability. 
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Figure 1. The Prisma Diagram 

 

 

 

 

 

 

 

 

 

Data Extraction and Thematic Synthesis 

A structured extraction matrix recorded: Author(s) and year, Country, Capital market 

indicators, Employment indicators, Key findings. The synthesis was conducted through thematic 

categorization: Institutional Expansion Mechanism (Rita et al., 2023), Investment Transmission 

Mechanism (Ngcobo et al., 2025; Rizqia et al., 2022b), Digital Transformation Mechanism (Wang 

et al., 2024; Zhao & Tang, 2024). 

This qualitative thematic synthesis enables identification of consistent patterns and 

structural employment changes. 

 

RESULT AND DISCUSSION 

 

Based on the PRISMA selection process described in the methodology section, 15 peer-

reviewed empirical studies published between 2000 and 2024 were included in the final synthesis. 

These studies represent diverse geographical contexts, including emerging economies, developed 

markets, and cross-country panel analyses. The methodological approaches used in the selected 

studies include time-series analysis, panel regression, vector autoregression (VAR), and dynamic 

panel estimation models. 

 

Tabel 1. Summary of Selected Studies on Capital Market Development and Labor 

Absorption 

 

No 
Author 

(Year) 
Country Method Key Findings DOI 

1 Rita et al. Indonesia Panel Positive impact 10.4108/eai.6-5-2023.2333584 



JURNAL ILMIAH EKONOMI MANAJEMEN DAN BISNIS 
Vol. 4 (2), 2026: 92 - 103 

97 

 

(2023) on financial 

employment 

2 
Almira et al. 

(2022) 
Indonesia SEM 

Growth via 

labor 

absorption 

10.4108/eai.30-10-

2021.2315673 

3 

Kusuma & 

Muthmainn

ah (2022) 

Indonesia Regression 

Financial sector 

reduces 

unemployment 

10.23917/jep.v23i2.18157 

4 
Ngcobo et 

al. (2025) 

South 

Africa 
Panel 

Mixed effect 

(growth & 

unemployment

) 

10.3390/economies13030057 

5 
Wang et al. 

(2024) 
China Panel 

Digital 

economy 

reshapes 

employment 

10.3390/su16219584 

6 
Zhao & 

Tang (2024) 
China Empirical 

Digitalization 

alters labor 

demand 

10.3390/su16041436 

7 
Luo et al. 

(2024) 
Global Panel 

Fintech: 

protection vs 

disruption 

10.1016/j.iref.2024.103586 

8 

Zoaka & 

Güngör 

(2023) 

Africa Panel 

Financial 

development 

improves labor 

productivity 

10.1186/s40854-022-00397-8 

9 
Ernst 

(2019) 
OECD Panel 

Finance affects 

employment 

via credit 

channel 

10.3390/jrfm12010020 

10 
Jiří Knesl 

(2023) 
Global Empirical 

Volatility 

increases 

unemployment 

10.1016/j.jfineco.2023.01.001 

11 Heil (2018) OECD Review 

Finance 

impacts labor 

outcomes 

10.1787/d8651803-en 

12 

Etmond 

dellon 

(2024) 

Indonesia 
Forecastin

g 

Macro factors 

affect 

unemployment 

10.1007/s44257-025-00044-3 

13 
Shu Rong et 

al  (2020) 
Asia Panel 

Positive 

employment 

effect 

10.1016/j.chieco.2020.101449 

14 
Xiaoling 

Song  At 
Global Panel 

Financial 

deepening 
10.1057/s41599-024-02630-4 
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all(2017) supports jobs 

15 

 Obed I. 

Ojonta 

(2024) 

Africa Panel 
Institutional 

quality matters 

10.20885/unisia.vol42.iss1.art

1 

 

The quantitative synthesis of the selected studies reveals clear distribution patterns across 

the literature. Out of the 15 studies analyzed, 10 studies (66,67%) report a positive relationship 

between capital market development and labor absorption, confirming that financial market 

expansion generally contributes to employment growth in the financial sector. 

However, 2 studies (approximately 13,33%) highlight the role of financial instability and 

market volatility, indicating that capital market expansion does not always produce stable 

employment outcomes, particularly in economies with weak institutional frameworks. 

Furthermore, 2 studies (13,33%) emphasize the impact of digitalization and technological 

transformation, demonstrating that employment effects are increasingly structural rather than 

purely quantitative. These studies highlight a shift toward skill-biased employment, where 

demand increases for analytical and technology-based competencies. 

Only 1 studies (0,66%) suggest limited or insignificant employment effects, primarily in 

mature financial markets where institutional expansion has reached saturation.  These findings 

confirm that the relationship between capital market development and labor absorption is not 

uniform but context-dependent and structurally dynamic.  The reviewed literature reveals that 

capital market development is commonly measured through indicators such as market 

capitalization to GDP ratio, stock market turnover ratio, trading volume, number of listed 

companies, and financial intermediation indices. Meanwhile, labor absorption is measured 

through financial sector employment levels, unemployment rates, labor force participation rates, 

and labor productivity. 

The synthesis of findings suggests that capital market development generally contributes 

positively to labor absorption within the financial sector. However, the magnitude and direction 

of this relationship vary depending on institutional maturity, regulatory quality, technological 

advancement, and macroeconomic stability. Importantly, the results indicate that the 

employment effects of capital market development are not purely quantitative (increasing 

number of jobs) but also structural (changing composition and skill requirements of labor). 

To systematically present the findings, the discussion is organized into three thematic 

mechanisms identified during the synthesis process: Institutional Expansion Mechanism, 

Investment and Growth Transmission Mechanism, Technological and Structural Transformation 

Mechanism 

 

Institutional Expansion Mechanism 

The first major pattern identified in the literature is the institutional expansion effect. As 

capital markets develop, the number and complexity of financial institutions increase. Stock 

exchanges expand their operational capacity, brokerage firms multiply, asset management 

companies grow, and compliance requirements become more sophisticated. These institutional 

changes generate demand for professional labor in areas such as financial analysis, brokerage 

services, regulatory compliance, auditing, and risk management. 
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Empirical evidence indicates that increases in market capitalization and trading activity 

correlate with employment growth within financial services. Expanding trading volumes require 

additional traders, analysts, and back-office support staff. Similarly, stricter regulatory 

frameworks increase demand for compliance officers and legal experts. This pattern is 

particularly evident in emerging markets experiencing rapid financial deepening. 

However, the employment effect under this mechanism depends on institutional 

maturity. In developed markets, where financial institutions are already highly established, 

additional market growth may generate smaller marginal employment effects. In contrast, in 

developing economies, where capital markets are in expansion phases, the employment elasticity 

tends to be higher. 

This finding aligns with financial development theory, which suggests that financial 

deepening supports sectoral growth through institutional strengthening. In the context of the 

financial sector, institutional expansion directly translates into labor absorption. Therefore, 

capital market development acts as a catalyst for job creation within financial intermediation 

services. Nevertheless, institutional expansion does not automatically guarantee inclusive 

employment. Some studies indicate that employment gains may be concentrated in high-skilled 

occupations, potentially increasing wage inequality within the sector. Thus, while the overall 

effect is positive, distributional implications require careful policy consideration. 

 

Investment and Growth Transmission Mechanism 

The second mechanism identified in the synthesis relates to investment transmission. 

Capital markets facilitate equity financing, enabling corporations to access long-term capital for 

expansion, innovation, and infrastructure development. Through this channel, capital market 

development indirectly influences employment by stimulating economic growth. 

The reviewed literature consistently demonstrates that higher stock market capitalization 

and improved liquidity enhance resource allocation efficiency. Efficient capital allocation reduces 

financing constraints and encourages business expansion. As firms expand production capacity, 

they generate additional labor demand, including in financial-related occupations such as 

corporate finance, investor relations, and financial reporting. 

This mechanism reflects a broader macroeconomic linkage between financial 

development and employment. Capital market expansion contributes to economic stability, 

reduces information asymmetry, and improves investor confidence. These factors promote 

private sector development, which indirectly supports labor absorption. 

However, the strength of this transmission mechanism varies depending on 

macroeconomic conditions. In economies experiencing financial instability or market volatility, 

capital market expansion may not translate into sustainable employment growth. Financial crises, 

speculative bubbles, or regulatory weaknesses can disrupt employment gains. 

Moreover, some studies indicate that capital market volatility can temporarily increase 

unemployment due to reduced investor confidence and declining corporate investment. 

Therefore, the employment impact of capital market development is conditional upon regulatory 

stability and prudent financial governance. 

Overall, the investment transmission mechanism confirms that capital market 

development contributes positively to employment, but the effect is mediated by 

macroeconomic and institutional quality factors. 
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Technological and Structural Transformation Mechanism 

The third and increasingly dominant mechanism identified in the literature is 

technological transformation. Digitalization, fintech innovation, artificial intelligence, and 

algorithmic trading have significantly altered the structure of financial markets. While capital 

market development generates employment, technological advancement reshapes the nature of 

labor demand. 

Several recent studies emphasize that digital transformation in financial markets leads to 

job polarization. Routine administrative positions, such as clerical processing and manual record-

keeping, are increasingly automated. At the same time, demand rises for high-skilled labor in data 

analytics, cybersecurity, financial engineering, and algorithm development. 

This structural transformation produces two simultaneous effects: Skill-biased employment 

growth and Occupational restructuring within the financial sector. 

As capital markets become more technologically advanced, financial institutions require 

employees with competencies in quantitative modeling, digital systems management, and data 

science. Consequently, labor absorption shifts toward technology-based and analytical roles. 

This finding is consistent with the abstract’s emphasis on structural changes in 

employment dynamics. While capital market development increases overall employment 

opportunities, the composition of employment changes significantly. The financial sector 

becomes more knowledge-intensive and less labor-intensive in routine tasks. 

Importantly, technological advancement does not necessarily reduce total employment in 

the long run. Instead, it reallocates labor toward higher-value activities. However, this transition 

may create short-term displacement effects, particularly for workers lacking digital competencies. 

Thus, the technological transformation mechanism highlights the importance of human 

capital development. Without adequate education and training systems, the positive employment 

effects of capital market development may not be fully realized. 

 

Comparative Insights Across Economic Contexts 

Cross-country analysis reveals significant variation in the capital market–employment 

relationship. 

In emerging economies: Capital market expansion strongly correlates with employment 

growth, Institutional development generates substantial labor absorption, Skill upgrading remains 

a policy challenge. 

In developed economies: Employment effects are more structural than quantitative, 

Automation reduces routine employment, Growth concentrates in specialized financial services. 

These findings indicate that policy responses must be context-specific. Emerging markets 

should focus on institutional strengthening and regulatory quality, while advanced economies 

should prioritize workforce reskilling and digital adaptation strategies. 

 

Synthesis of Relationship Patterns 

Based on thematic synthesis, the relationship between capital market development and 

labor absorption can be summarized into three core patterns: 

1. Positive Direct Effect 

Capital market expansion increases financial sector employment through institutional 

growth. 

2. Indirect Growth-Mediated Effect 
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Employment increases as capital markets stimulate corporate expansion and economic 

growth. 

3. Structural Transformation Effect 

Digitalization reshapes labor demand toward high-skilled, technology-oriented 

occupations. 

These patterns are not mutually exclusive. Instead, they operate simultaneously and 

interactively. 

While the majority of studies confirm a positive relationship between capital market 

development and labor absorption, the findings also reveal important structural contradictions. 

The expansion of financial markets does not automatically translate into inclusive employment 

growth. Instead, the benefits are often concentrated in high-skilled segments of the labor market, 

potentially widening skill gaps and income inequality within the financial sector. 

Moreover, the role of digitalization introduces a dual effect. On one hand, technological 

innovation enhances efficiency and creates new high-value job opportunities. On the other hand, 

it reduces demand for routine labor, leading to potential job displacement. This indicates that 

capital market development alone is insufficient to guarantee broad-based employment gains 

without complementary human capital policies. 

Another critical insight is the dependency on institutional quality. In countries with 

strong regulatory frameworks and stable financial systems, capital market expansion tends to 

generate sustainable employment. Conversely, in volatile or weakly regulated markets, the 

employment effect becomes unstable and may even contribute to labor market fluctuations. 

Therefore, the relationship between capital market development and labor absorption 

should be understood as conditional rather than deterministic. It depends on the interaction 

between financial deepening, technological progress, and institutional capacity. 

 

Policy Implications and Contribution of the Study 
The findings of this study generate several important policy implications for aligning 

capital market development with employment outcomes. First, capital market policies should not 
be narrowly focused on financial deepening indicators such as market capitalization or trading 
volume. Instead, policymakers need to incorporate employment generation as a key performance 
dimension of financial sector development, ensuring that market expansion contributes to 
broader socio-economic welfare. Second, regulatory frameworks must emphasize stability and 
resilience. A stable capital market environment is essential to ensure that financial growth 
translates into sustainable job creation rather than short-term speculative gains that may increase 
volatility and uncertainty in the labor market. Third, investment in human capital becomes a 
critical prerequisite. As financial markets increasingly integrate technological innovations, 
education systems and professional training programs must adapt accordingly. Without 
alignment between workforce competencies and evolving financial sector demands, there is a 
risk of employment polarization, where high-skilled jobs expand while low-skilled workers are 
left behind. Therefore, achieving inclusive and sustainable employment requires a strategic 
integration between capital market policies and human capital development initiatives. 

In terms of scholarly contribution, this study advances the existing literature in several 
significant ways. First, it provides a systematic synthesis of empirical findings with a specific 
focus on the relationship between financial sector development and employment outcomes, an 
area that remains relatively underexplored. Second, it identifies and clarifies the transmission 
mechanisms through which capital market development influences labor absorption, offering a 
more nuanced understanding of this relationship. Third, the study incorporates the dimension of 



Rita. Capital Market Development and Labor Absorption in the Financial Sector: A Systematic Literature Review 

 

 

102 

 

technological transformation into the capital market–employment nexus, highlighting its role in 
shaping both job creation and job displacement. By synthesizing evidence spanning the period 
2000–2024, this research offers comprehensive insights not only into the quantitative expansion 
of employment but also into the qualitative structural changes occurring within the labor market. 
 
CONCLUSION 

This study systematically examines the relationship between capital market development 

and labor absorption in the financial sector using a Systematic Literature Review (SLR) approach 

covering 2000–2024. The research identifies consistent patterns, transmission mechanisms, and 

structural employment transformations linked to capital market expansion. The findings show 

that capital market development generally contributes positively to labor absorption in the 

financial sector through three interconnected mechanisms. First, the institutional expansion 

mechanism increases demand for financial professionals as stock exchanges, brokerage firms, 

asset managers, and regulatory bodies grow. Second, the investment and growth mechanism 

facilitates corporate expansion and economic growth, indirectly supporting employment. Third, 

the technological transformation mechanism reveals that digitalization, fintech, and automation 

reshape labor demand toward analytical, digital, and tech-based skills. Importantly, the 

employment impact is not purely quantitative but structural. While overall employment tends to 

increase, labor demand becomes more skill-intensive. Routine administrative functions decline 

due to automation, while demand rises for high-skilled roles in data analytics, financial 

engineering, cybersecurity, and digital risk management. The study emphasizes that capital 

market development policies must align with human capital enhancement strategies. Expanding 

financial markets without investing in education, professional training, and digital competency 

may limit inclusive employment benefits. Sustainable labor absorption requires integrated policy 

design combining financial deepening, regulatory stability, and workforce development. Overall, 

this systematic review provides a comprehensive synthesis of sector-specific employment effects 

of capital market development, offering a clearer conceptual framework for understanding how 

financial market expansion influences labor absorption in the financial industry during rapid 

technological transformation. 
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