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ABSTRACT 

Startup ecosystems have emerged as foundational frameworks for understanding how entrepreneurial activity is 

generated, sustained, and scaled within national and regional economies. Despite substantial theoretical 

advances, the contextualisation of ecosystem elements within lower-middle-income economies undergoing 

structural economic stress remains an underdeveloped area of scholarship. Sri Lanka, which experienced one of 

the most severe combined economic, political, and public-health crises in its post-independence history between 

2019 and 2024, provides a distinctive analytical context for examining how ecosystem elements function under 

systemic adversity.This systematic literature review analyses the key elements constituting a high-performing 

startup ecosystem and examines their conceptual and empirical significance in the Sri Lankan context during 

20202025, grounding the analysis in the Majumdar Sociodynamics Framework and the Stam–Van de Ven (2021) 

ecosystem elements model.A systematic document analysis of 84 peer-reviewed articles, 31 institutional reports, 

and 18 policy documents published between 2020 and 2025 is integrated with secondary quantitative data from 

the Global Entrepreneurship Monitor (GEM), World Bank, IMF, and Central Bank of Sri Lanka. Thematic 

synthesis is structured around a seven-element framework.Quality ICT Infrastructure and Cutting-Edge 

Technology emerge as relative ecosystem strengths while Startup-Fostering Policies and Availability of Startup 

Funds constitute the most critical constraints. The talent base is structurally deep but crisis-depleted through the 

emigration of 311,000 skilled workers in 2022. Sociodynamics analysis reveals that reinforcing cycles between 

Technology, ICT, and Workforce, alongside dampening cycles from Policy and Finance deficiencies, determine 

overall ecosystem performance more than any single element.Sri Lanka's startup ecosystem possesses genuine 

foundational assets but requires targeted, co-ordinated intervention across funding, regulatory simplification, 

and culture-building dimensions. The findings carry implications for ecosystem theory in developing-country 

contexts and for policy design in post-crisis economic recovery programmes. 

Keywords: Startup Ecosystem; Key Elements; Entrepreneurial Ecosystem; Sri Lanka 

INTRODUCTION 

The Strategic Importance of Startup Ecosystem Elements 

The idea of the startup ecosystem, which represents a vibrant and interconnected network of entrepreneurs, 

investors, mentors, institutions, and cultural values where new businesses are created, nurtured, and expanded, 

has evolved from a simple metaphor to a structured analytical framework over the last ten years. Wurth, Stam, 

and Spigel (2022) characterize entrepreneurial ecosystems as "a collection of mutually reliant actors and 

elements organized in such a manner that they facilitate effective entrepreneurship within a specific region." 

This holistic viewpoint contrasts with previous, fragmented approaches that viewed entrepreneurship purely as 

an individual-level activity, highlighting instead the contextual factors that influence the ability to convert 

entrepreneurial potential into economic success. 
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The theoretical and empirical literature on startup ecosystems has advanced substantially since 2019. Significant 

progress has been made in understanding ecosystem dynamics (Stam & Van de Ven, 2021), typologies of 

ecosystem configurations across development contexts (Cao & Shi, 2021), the role of digital platforms in 

reshaping ecosystem boundaries (Obschonka & Audretsch, 2020), and the structural cohesion that distinguishes 

high-performing from fragile ecosystems (Spigel, 2022). Yet a persistent gap concerns the functioning of 

ecosystem elements in lower-middle-income economies characterised by institutional fragility, capital market 

underdevelopment, and periodic macroeconomic shocks precisely the conditions defining the operating 

environment for the vast majority of the world's entrepreneurs. 

Sri Lanka presents a particularly compelling case study. A lower-middle-income island economy of 

approximately 22 million people situated at a strategic Indo-Pacific crossroads, Sri Lanka possesses a relatively 

high Human Development Index for its income level, a long history of commercial enterprise, and a growing 

technology sector. Yet it also experienced, between 2019 and 2023, a cascading sequence of ecosystem 

disruptions: the 2019 Easter Sunday attacks, COVID-19 pandemic lockdowns (2020–2021), and the 2022 

sovereign default crisis characterised by 73.7 per cent peak inflation, approximately 81 per cent rupee 

depreciation, and prolonged fuel and medicine shortages (IMF, 2023; CBSL, 2022). Understanding how startup 

ecosystem elements were affected by and adapted to these disruptions carries both theoretical significance and 

urgent policy relevance. 

Research Questions and Objectives 

This literature review is guided by two overarching research questions: 

RQ1- How do the seven key elements of startup ecosystems manifest in Sri Lanka's specific socio-economic 

context, and what are their relative strengths and constraints? 

RQ2- How did the crisis period of 2019–2024 affect the structure, functioning, and interrelationships of these 

ecosystem elements, and what adaptive responses emerged? 

The objectives of the study are: (1) to review recent evidence from practice and policy about each component of 

the ecosystem in Sri Lanka; (2) to explore the potential of the ecosystem by comparing the benchmarks; (3) to 

explore the dependency of the different components of the ecosystem on each other through the sociodynamics 

concept; and (4) to develop recommendations for the development of the ecosystem based on theory. 

THEORETICAL FRAMEWORK 

Evolution of the Entrepreneurial Ecosystem Concept 

James F. Moore introduced the concept of the business ecosystem in a landmark Harvard Business Review article 

in 1993, arguing that firms do not compete in isolation but co-evolve within larger communities. Applied to 

entrepreneurship, this metaphor evolved into the entrepreneurial ecosystem framework, which positions new 

venture creation as an emergent property of a system of interdependent actors, institutions, resources, and 

cultural conditions rather than an individual act of heroic innovation. Isenberg's (2011) Babson Entrepreneurship 

Ecosystem Project provided one of the first comprehensive practitioner-academic frameworks, identifying six 

domains policy, finance, culture, support, human capital, and markets as the constituent elements of functional 

entrepreneurial ecosystems. 

Over time, this concept has been further developed by numerous scholars who have proposed numerous 

entrepreneurial ecosystem models. Daniel Isenberg of Babson College has introduced one of the most powerful 

frameworks. Isenberg stressed that entrepreneurial ecosystems facilitate economic development by integrating 

favourable strategies, institutions, and innovation systems. His model identifies six key areas that are crucial to 

the establishment of a successful entrepreneurial ecosystem.  
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 Figure 1. Six domains of an entrepreneurship ecosystem (Isenberg, 2011) 

The academic systematisation of this framework has accelerated since 2020. Cao and Shi (2021), in a landmark 

systematic review, identified 169 relevant studies across advanced and emerging economies, documenting both 

the rapid theoretical diversification of ecosystem research and the persistent under-representation of developing-

economy contexts. Wurth et al. (2022), in a comprehensive research programme synthesis, proposed moving 

beyond descriptive taxonomies toward processual theories of ecosystem emergence, stability, and decline — a 

research agenda that the Sri Lankan crisis context is uniquely positioned to address. 

A critical theoretical development has been the shift from static element inventories to dynamic, systems-based 

analyses. Spigel (2022) employs a systems-thinking approach to examine ecosystem cohesion, arguing that the 

quality of interdependencies among elements  rather than the strength of any individual element determines 

ecosystem output. Audretsch and Belitski (2021) demonstrate through comparative typological analysis that 

ecosystem element interdependencies generate non-linear productivity effects, with complementarity among 

certain element combinations producing outcomes that exceed the sum of individual contributions. These 

theoretical advances directly inform the cross-element analysis developed in this review. 

The Seven-Element Framework 

This review operationalises startup ecosystems through a seven-element framework synthesised from Stam and 

Van de Ven's (2021) foundational ecosystem elements taxonomy and the broader entrepreneurial ecosystem 

literature reviewed by Cao and Shi (2021) and Wurth et al. (2022). The seven elements are: (1) Finance and 

Funding; (2) Policy and Regulatory Environment; (3) Markets and Demand; (4) Human Capital and Talent; (5) 

Support Organisations; (6) Entrepreneurial Culture; and (7) Digital Infrastructure and Technology. These 

elements are neither exhaustive nor wholly independent — Audretsch and Belitski (2021) demonstrate that 

element interdependencies generate non-linear productivity effects — but they represent the most consistently 

identified and empirically operationalised dimensions across the current ecosystem literature. The analytical 

framework mapping each element to its theoretical antecedents, empirical indicators, and primary data sources 

is presented in Table 1. 
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Table 1. Analytical Framework: Ecosystem Elements, Theoretical Basis, Indicators, and Sources 

Ecosystem 

Element 
Theoretical Basis Key Indicators Primary Sources 

Finance & 

Funding 

Cao & Shi (2021); OECD 

(2022) 

VC/angel deal volume; SME 
credit access; fintech 

penetration 

CBSL; ADB; World Bank 

Policy & 

Regulation 
Audretsch & Belitski (2021) 

Doing Business rank; CPI score; 

VAT/tax burden 
World Bank; TI; IMF; BOI 

Markets & 

Demand 
Stam & Van de Ven (2021) 

GDP per capita; export 

revenues; tourism arrivals 
World Bank; EDB; SLTDA 

Human Capital Wurth et al. (2022) 
Literacy; university enrolment; 

emigration rates; tech graduates 

DCS; TVEC; Min. 

Education 

Support 

Organisations 
Hallen et al. (2020) 

Incubator/accelerator count; 
geographic distribution 

NEDA; BOI; SLASSCOM 

Entrepreneurial 

Culture 

Obschonka & Audretsch 
(2020) 

TEA rates; fear-of-failure rate; 
opportunity perception 

GEM 2022; GEM 2023 

Digital 

Infrastructure 

Stam & Van de Ven (2021); 
UNCTAD (2022) 

Internet penetration; e-

commerce adoption; LankaPay 

volumes 

TRCSL; ICTA; 
DataReportal 

 

Source: Synthesised by the author from Stam & Van de Ven (2021), Cao & Shi (2021), Wurth et al. (2022), and 

Audretsch & Belitski (2021). 

METHODOLOGY 

Systematic Review Design 

This study adopts a systematic literature review (SLR) design, supplemented by secondary data synthesis. The 

SLR protocol follows PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) 

guidelines adapted for social science ecosystem research, in line with the approach advocated by Wurth et al. 

(2022), who argue that the complexity and multi-level nature of entrepreneurial ecosystem phenomena exceed 

the explanatory capacity of any single-method approach. The explanatory design addresses two nested 

objectives: first, describing the current state of each ecosystem element empirically through secondary data 

synthesis; and second, explaining element mechanisms and interdependencies through theory-guided 

interpretive analysis. 

Search Strategy and Database Selection 

A systematic literature search was conducted across five databases: Web of Science, Scopus, EBSCOhost 

Business Source Complete, ProQuest Central, and Google Scholar, supplemented by targeted searches of the 

IMF eLibrary, World Bank Open Knowledge Repository, and ADB publications portal. Search terms combined: 

("startup ecosystem" OR "entrepreneurial ecosystem" OR "innovation ecosystem") AND ("Sri Lanka" OR 

"South Asia" OR "developing economy") AND ("element*" OR "factor*" OR "dimension*" OR "capital" OR 

"finance" OR "policy" OR "culture" OR "infrastructure"). The search was restricted to publications between 

January 2020 and December 2025 to ensure recency of evidence. 
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Inclusion and Exclusion Criteria 

Inclusion criteria required: (1) publication in English in a peer-reviewed journal, edited volume, or authoritative 

institutional report; (2) primary subject matter relevant to at least one of the seven ecosystem elements; (3) 

empirical, theoretical, or policy-relevant contribution; and (4) publication date between 2020 and 2025. 

Exclusion criteria eliminated: (1) purely methodological papers without substantive ecosystem content; (2) grey 

literature from non-authoritative sources; and (3) conference proceedings without subsequent journal 

publication. Title and abstract screening, full-text review, and quality assessment following CASP criteria 

yielded 84 peer-reviewed articles, 31 institutional reports, and 18 policy documents incorporated in the synthesis. 

Secondary Data Sources and Benchmarking 

Quantitative benchmarking of Sri Lanka's ecosystem elements employed data from the following authoritative 

sources: the Global Entrepreneurship Monitor (GEM) 2022 and 2023 Global Reports; the World Bank's World 

Development Indicators (2020–2024); the IMF's Sri Lanka Article IV Consultation reports (2021–2023); the 

Asian Development Bank's Sri Lanka Economic Updates (2022, 2023); the Central Bank of Sri Lanka Annual 

Reports (2020–2023); the OECD's SME and Entrepreneurship Outlook (2021) and Financing SMEs and 

Entrepreneurs Scoreboard (2022); the Startup Genome Global Startup Ecosystem Report (2022, 2023); 

Transparency International's Corruption Perceptions Index (2020–2023); the DataReportal Digital 2023 Sri 

Lanka report; and sector-specific reports from SLASSCOM, NEDA, TVEC, ICTA, EDB, BOI, and the Colombo 

Stock Exchange. 

 

Figure 3. PRISMA flow diagram for systematic reviews. Source 

https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss
http://www.rsisinternational.org/


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume X Issue XV August 2026 | Special Issue on Economics  

www.rsisinternational.org 

Page 1187 

 

 
 

    
 

 

Analytical Approach 

Analysis proceeded in three stages following the Sociodynamics Framework. In the first stage, evidence for each 

of the seven ecosystem elements was extracted and organised into element-specific evidence matrices capturing: 

current status indicators, strengths, constraints, crisis impacts, and adaptive responses. In the second stage, cross-

element interaction analysis drawing on Audretsch and Belitski's (2021) interdependency typology identified 

positive and negative linkages among elements. In the third stage, comparative analysis positioned Sri Lanka's 

ecosystem profile against regional comparators (India, Bangladesh, Pakistan, Vietnam) using available 

benchmarking data. 

LITERATURE REVIEW:  

Key Ecosystem Elements 

Element 1: Finance and Funding Capital 

Access to finance constitutes the most frequently cited constraint on startup growth across developing-economy 

ecosystem analyses (Cao & Shi, 2021; OECD, 2022). The finance element encompasses the full capital stack 

available to entrepreneurs: seed and angel capital, venture capital, private equity, bank lending, microfinance, 

government grants, crowdfunding, and diaspora investment. The maturity and diversity of this capital stack 

determines whether promising early-stage ventures can survive the 'valley of death' between concept and 

commercial viability. 

Brown and Rocha (2020), examining the entrepreneurial finance landscape during COVID-19 in the United 

Kingdom, find that macroeconomic uncertainty dramatically compresses formal risk capital supply and shifts 

viable financing strategies toward bootstrapping and informal networks a pattern that resonates strongly with the 

Sri Lankan crisis experience. The OECD (2022) Financing SMEs and Entrepreneurs Scoreboard documents a 

systematic structural gap in early-stage capital availability across developing economies, attributing it to 

underdeveloped private equity ecosystems, restrictive collateral requirements in bank lending, and inadequate 

public co-investment mechanisms. 

The fintech literature offers partial solutions to capital access constraints. Obschonka and Audretsch (2020) 

identify artificial intelligence and big data applications in entrepreneurial finance as transformative 

developments that enable alternative credit scoring, reducing lenders' dependence on traditional collateral-based 

assessments. Digital lending platforms, alternative credit infrastructure, and mobile payment adoption 

collectively extend financial access to entrepreneurs previously excluded from conventional banking a pattern 

confirmed across multiple South Asian contexts in ADB (2022) 

In the Sri Lankan context, the formal venture capital ecosystem remains nascent by regional standards. The 

Colombo Stock Exchange listed only 298 companies as of 2023, with market capitalisation equivalent to 

approximately 16 per cent of GDP substantially below the South Asian average (World Bank, 2023). The Asian 

Development Bank (2022) identified Sri Lanka's early-stage capital gap at approximately USD 200 million 

annually. Diaspora remittances reaching USD 3.8 billion in 2022 despite the crisis and informal seettu rotating 

savings associations partially compensate for formal market deficiencies (World Bank, 2023). 

Element 2: Policy and Regulatory Environment 

Audretsch and Belitski (2021) conceptualise the policy element as encompassing not only formal rules  

legislation, tax codes, intellectual property frameworks  but also the quality and predictability of their 

enforcement, the efficiency of public administration, and the coherence of policy signals to the entrepreneurial 

community. Their typological analysis demonstrates that regulatory efficiency is most productivity-enhancing 

when combined with strong complementary elements in human capital and market development, creating 

compound benefits that exceed additive contributions. 
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The World Bank (2020) Doing Business Index in its final edition before discontinuation ranked Sri Lanka 99th 

among 190 economies, with particularly poor rankings on 'Starting a Business' (111th) and 'Registering Property' 

(155th). Transparency International (2023) ranked Sri Lanka 101st of 180 countries on its Corruption 

Perceptions Index in 2022, reflecting administrative integrity perceptions that directly affect entrepreneurial 

investment decisions. The IMF (2023) Extended Fund Facility programme introduced significant fiscal reforms 

including VAT increases from 8 to 18 per cent — which simultaneously raise operating cost burdens on formal-

sector SMEs while providing revenue for potential ecosystem support programmes. 

The literature consistently emphasises that policy coherence and predictability matter as much as policy content: 

Cao and Shi (2021) find that ecosystems characterised by frequent policy reversals, regardless of individual 

policy quality, exhibit systematically lower entrepreneurial activity rates due to elevated uncertainty premiums 

that depress risk-taking. Sri Lanka's experience of four changes of prime minister and presidential resignation in 

2021–2022 provides a textbook case of this mechanism. 

Element 3: Markets and Demand Conditions 

Stam and Van de Ven (2021) term markets and demand the 'demand-side dimension' of entrepreneurial 

ecosystems, arguing that ecosystems with large, accessible markets enable ventures to achieve the scale and 

revenue streams necessary for sustainable growth. Ecosystems with restricted or volatile demand condemn 

ventures to perpetual subscale operation regardless of supply-side capability investments. This demand-supply 

asymmetry is particularly acute in post-crisis developing economies where domestic demand destruction 

coincides with export opportunity expansion. 

Bacq et al. (2020), in a study of social entrepreneurship during COVID-19, find that crisis conditions 

simultaneously destroy conventional demand pathways and heighten opportunity alertness among resilient 

entrepreneurs consistent with GEM (2023) data showing Sri Lankan entrepreneurs maintained above-average 

opportunity perception rates throughout the 2022 crisis. This paradox of crisis-era opportunity awareness amid 

demand collapse is theoretically significant, suggesting that market sensing capacity is a learnable ecosystem 

asset that crisis conditions, counter-intuitively, can sharpen. 

Sri Lanka's Export Development Board reported a 15 per cent increase in ICT/BPM sector exports in 2022 to 

approximately USD 1.5 billion despite the broader economic crisis, reflecting the relative resilience of export-

oriented digital ventures whose revenues were paradoxically enhanced by rupee depreciation (EDB, 2023). This 

finding aligns with Startup Genome's (2023) global analysis, which identifies export-oriented technology service 

hubs as the most crisis-resilient ecosystem configuration among developing-economy startup communities. 

Element 4: Human Capital and Talent 

Human capital constitutes arguably the most fundamental ecosystem element, underpinning both entrepreneurial 

founding capacity and the talent absorption capacity of scaling ventures (Stam & Van de Ven, 2021; Wurth et 

al., 2022). Ecosystem human capital encompasses formal education quality, technical and vocational training, 

university-generated research and entrepreneurial talent, and the density of experienced entrepreneurs and 

managers available as founders, employees, and mentors. The literature increasingly recognises that human 

capital quality, not merely quantity, determines ecosystem performance — and that crisis-period brain drain can 

inflict ecosystem damage exceeding the cumulative effects of years of capacity building. 

Menter (2022), in a systematic analysis of academic startup formation across European university ecosystems, 

demonstrates that university knowledge transfer mechanisms technology transfer offices, spin-off support 

programmes, entrepreneur-in-residence initiatives are critical ecosystem assets that significantly accelerate 

commercialisation of research outputs. The finding underscores the importance of deepening Sri Lanka's 

academic-entrepreneurship linkages at the University of Moratuwa, University of Sri Jayewardenepura, and 

University of Kelaniya, which each operate entrepreneurship centres with incubation services. 
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Sri Lanka's human capital profile presents genuine strengths: adult literacy of 93 per cent (among South Asia's 

highest), approximately 300,000 university undergraduates annually, and an internationally competitive 

engineering and technology graduate pipeline from the University of Moratuwa (Ministry of Education, 2023). 

Against these strengths, the Department of Census and Statistics (DCS, 2022) estimated that more than 311,000 

skilled workers emigrated in 2022 alone with severe outflows in IT, medical, engineering, and financial services 

representing a direct depletion of the human capital assets most critical to technology startup growth. 

Element 5: Support Organisations and Intermediaries 

Support organizations incubators, accelerators, co-working spaces, mentorship networks, professional service 

providers, and industry associations constitute the connective tissue of entrepreneurial ecosystems, reducing 

information asymmetries, providing early-stage resources, and linking founders to networks of capital, 

knowledge, and market access (Wurth et al., 2022). Hallen, Cohen, and Bingham (2020), in a rigorous empirical 

assessment of accelerator impacts, confirm that intensive learning environments provided by high-quality 

accelerators measurably accelerate venture development trajectories through enhanced learning from peer 

ventures, mentors, and alumni networks a finding highly relevant to resource-constrained developing-economy 

contexts where structured support is particularly valuable. 

Sri Lanka's support organisation infrastructure is modest but growing. The primary national incubation facility 

— the National Enterprise Development Authority (NEDA) Business Incubation Programme — operates 

facilities in Colombo and secondary cities. The Board of Investment's (2022) mapping of entrepreneurship 

support infrastructure found that approximately 78 per cent of identified incubation and acceleration services 

were located in the Western Province, creating geographic access inequality that disadvantages entrepreneurs 

across the country's seven other provinces. The SLASSCOM (2023) technology industry report documents 

progress in diaspora mentor engagement programmes that partially address the shallow mentorship density 

constraining startup quality in Colombo's own ecosystem. 

Element 6: Entrepreneurial Culture and Social Norms 

Obschonka and Audretsch (2020), drawing on large-scale personality data, demonstrate that regional 

entrepreneurial culture exhibits significant persistence and inertia, constituting a path-dependent ecosystem 

element that is both deeply influential and difficult to change through short-term policy intervention. Their 

analysis identifies psychological characteristics openness to experience, extraversion, conscientiousness as the 

micro-level foundations of macro-level entrepreneurial culture, suggesting that culture-building strategies must 

engage both educational socialisation and structural incentive design. 

GEM (2022; 2023) data document Sri Lanka as having above-average entrepreneurial intention rates and 

opportunity perception scores relative to its income level, yet below-average growth ambition, risk tolerance, 

and failure acceptance the cultural dimensions most closely associated with high-growth venture creation. Fear 

of failure affects approximately 52 per cent of Sri Lankans who perceive entrepreneurial opportunities, 

substantially above the South Asian average of 43 per cent and the high-income economy average of 38 per cent. 

This cultural constraint is reinforced by collectivist social norms and educational traditions that direct highly 

qualified individuals toward public-sector employment rather than risk-bearing venture creation. 

Element 7: Digital Infrastructure and Technology 

Stam and Van de Ven (2021) explicitly include physical and digital infrastructure as system conditions enabling 

all other ecosystem elements. UNCTAD (2022), in its comprehensive Digital Economy Report, identifies digital 

infrastructure as operating as an ecosystem multiplier — amplifying the productivity of investments in human 

capital, support organisations, and market development. The Report places Sri Lanka in a 'digitally evolving' tier 

among developing economies: ahead of many South Asian peers in telecommunications infrastructure but behind 

in digital skills and regulatory frameworks for digital commerce. Obschonka and Audretsch (2020) argue further 

that digital platforms are fundamentally reshaping the geographic and organisational logic of entrepreneurial 

https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss
http://www.rsisinternational.org/


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume X Issue XV August 2026 | Special Issue on Economics  

www.rsisinternational.org 

Page 1190 

 

 
 

    
 

 

ecosystems, enabling ecosystem participation beyond traditional urban-cluster boundaries a theoretical claim 

with direct implications for addressing Sri Lanka's Colombo-centric support infrastructure constraint. 

Sri Lanka's digital infrastructure trajectory has been broadly positive. Mobile internet penetration reached 48 per 

cent of the population by 2022, with 4G coverage across approximately 85 per cent of the country's land area 

(TRCSL, 2023). LankaPay's real-time gross settlement system processed transactions valued at LKR 8.7 trillion 

in 2022, a 34 per cent increase from 2021 (CBSL, 2022). The ICTA's (2022) National Digital Economy Strategy 

2023–2030 explicitly prioritises startup ecosystem development as a pillar of economic recovery, providing a 

policy architecture for cross-element coordination. The Startup Genome (2023) report acknowledges Sri Lanka's 

technology service export orientation as a distinctive ecosystem asset that differentiates it from comparably sized 

developing-economy ecosystems. 

Ecosystem Elements in the Sri Lankan Context 

Overview of Sri Lanka's Ecosystem Profile 

The aggregate evidence of the seven elements of the ecosystem indicates an evident lack of balance concerning 

strengths and weaknesses. Good human capital and advancements in digital infrastructure are the strongest 

ecosystem characteristics of Sri Lanka, which provide it with an edge in the knowledge-intensive, export-

oriented sectors that can support the startup development. The largest weaknesses on the other hand are poor 

funding depth and slow regulation; as per 2025 Sociodynamics by Majumdar, these are the weaknesses that 

create adverse impacts on the surrounding areas and lower the overall functioning of the ecosystem regardless 

of the presence of other strengths. The general overview of the assessment is provided in Table 2. 

Table 2. Sri Lanka Startup Ecosystem Capability Profile Summary 

Element Assessment Primary Constraints Crisis-Period Trajectory 

Finance & 

Funding 

Weak 
Shallow VC market; high lending 

rates; collateral barriers 

Deteriorated: formal credit 

tightened; informal finance 

expanded 

Policy & 

Regulation 

Moderate 
Bureaucratic complexity, corruption, 

and policy unpredictability 

Mixed: IMF reforms create 

opportunities and constraints 

simultaneously 

Markets & 

Demand 

Moderate Small domestic market; crisis-

suppressed consumer demand 

Deteriorated domestically; export 

markets showed resilience 

Human Capital 
Strong Brain drain; entrepreneurship 

education gaps;  

Deteriorated: 311,000+ skilled 

emigrants in 2022 

Support 

Organisations 

Weak–

Moderate 

Colombo-centric; shallow 

mentorship density; limited reach 

Adapted: digital transition increased 

geographic reach 

Entrepreneurial 

Culture 

Moderate High fear-of-failure (52%); risk 

aversion; limited role models 

Mixed: necessity entrepreneurship 

normalised; risk aversion reinforced 

Digital 

Infrastructure 

Moderate–

Strong 

Rural digital divide; skills gaps; 2022 

power disruptions 

Accelerated: e-commerce +40–

60%; mobile payments +34% 

 

Source: Synthesised by the author from GEM (2022; 2023), CBSL (2022; 2023), World Bank (2022; 2023), 

ADB (2022; 2023), and DCS (2022). 
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DISCUSSION 

Theoretical Implications 

This review's findings carry several theoretical contributions to the entrepreneurial ecosystem literature. First, 

the analysis demonstrates that ecosystem element interdependencies are asymmetric: strength in one element 

(digital infrastructure) can partially compensate for weakness in others through cross-element substitution 

effects, but weakness in foundational elements (risk capital, regulatory efficiency) imposes binding constraints 

that cannot be overcome by strength elsewhere. This nuances Stam and Van de Ven's (2021) model of element 

complementarity by identifying threshold effects and binding constraints that dominate average-

complementarity analyses. 

Second, the crisis-period evidence challenges simple narratives about crisis effects on ecosystem development. 

Economic crises do not uniformly damage or uniformly stimulate ecosystems; rather, they produce differentiated 

effects that are contingent on prior endowments and institutional position. Digitally capable, internationally 

connected, export-oriented entrepreneurs experienced the crisis as a capability-accelerating event; resource-

constrained, domestically oriented, informally funded entrepreneurs experienced it as capability-destroying. This 

heterogeneity of crisis effects is consistent with Brown and Rocha's (2020) emphasis on uncertainty's differential 

impact across entrepreneurial financing contexts but extends that analysis to ecosystem-level dynamics. 

Third, the study supports the emerging theoretical position that developing-economy ecosystems require 

frameworks explicitly incorporating informal institutions, diaspora networks, and crisis resilience mechanisms 

largely absent from canonical ecosystem models calibrated on Silicon Valley or comparable advanced-economy 

contexts. Cao and Shi's (2021) systematic review identifies this contextual gap in the ecosystem literature; the 

Sri Lankan case contributes empirically grounded evidence for its practical significance and the analytical value 

of the Sociodynamics Framework for addressing it. 

Ecosystem Advancement: Digital and Human Capital as Core Assets 

The results indicate that Sri Lanka's most robust ecosystem assets — human capital quality and digital 

infrastructure trajectory — are precisely those that confer relative advantage in knowledge-intensive, export-

oriented sectors. The LKR depreciation, while devastating to domestic demand-oriented ventures, paradoxically 

enhanced the dollar-equivalent cost competitiveness of technology services exports, creating structural 

incentives for technology startup formation and international market orientation (EDB, 2023). Digital 

infrastructure development — particularly the LankaPay interoperable payment network, expanding 4G 

coverage, and growing e-commerce platform adoption functions as a cross-cutting ecosystem enabler whose 

benefits compound across multiple other elements, consistent with UNCTAD's (2022) characterisation of digital 

infrastructure as an ecosystem multiplier. 

Cross-Element Interdependencies 

A distinctive finding concerns the nature and direction of interdependencies among ecosystem elements. 

Consistent with Audretsch and Belitski's (2021) typology-based analysis and Spigel's (2022) systems-thinking 

framework, the Sri Lankan ecosystem exhibits strong positive complementarities between human capital and 

digital infrastructure — the two relatively stronger elements — creating a reinforcing dynamic in the technology 

sector that partially compensates for weaknesses elsewhere. Conversely, negative interdependencies between 

weak funding capacity and weak regulatory efficiency create a compounding constraint: capital-rationed 

entrepreneurs facing high compliance costs are doubly disadvantaged, unable to access funding to absorb 

regulatory overhead while diverting scarce resources to compliance costs. 

This compounding dynamic is most severe for rural entrepreneurs, women entrepreneurs, and informal-sector 

enterprises — precisely the populations most exposed to crisis-period economic stress. The Sociodynamics 

Framework's red dampening-link architecture captures this dynamic analytically: Policy and Finance weaknesses 
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do not simply constrain their own element outputs but actively reduce the productivity of adjacent elements 

including Markets and Support Organisations.  

Comparative Regional Positioning 

Positioned against regional comparators through available benchmarking data, Sri Lanka's ecosystem occupies 

a distinctive niche. Relative to Bangladesh, Sri Lanka shows superior human capital quality and digital 

infrastructure but weaker manufacturing export scaling capability. Relative to Vietnam, Sri Lanka shows 

comparable technology service capability but weaker domestic market depth. Relative to India, Sri Lanka lacks 

the market scale and VC ecosystem depth necessary for comparable startup sector scale but possesses 

comparable or superior per-capita human capital quality in its technology heartland. The Startup Genome (2023) 

'Emerging Ecosystems' framework positions Sri Lanka's ecosystem as most closely resembling Colombo-centred 

technology service export hubs that have developed internationally competitive niches despite constrained 

domestic market and capital conditions 

Limitations 

This review relies primarily on secondary data and published literature rather than primary surveys of Sri Lankan 

startup founders and ecosystem actors. The GEM data employed, while authoritative, reflects aggregated 

national expert perceptions rather than direct founder-level evidence. A primary longitudinal survey instrument 

the Sri Lanka Startup Ecosystem Elements Survey (SLSEES), structured around the Sociodynamics 

Framework's six factor dimensions  is recommended for future research to enable direct founder-level validation 

of the element assessments presented here. Additionally, the review's geographic focus on Sri Lanka limits the 

generalisability of specific empirical findings, though the theoretical frameworks applied carry broader relevance 

to lower-middle-income developing-economy contexts. 

Final Discussion and Future Research Directions 

The Fragmentation Problem: Seven Pillars Studied in Isolation 

A central and theoretically significant finding emerging from this systematic literature review is the striking 

fragmentation of startup ecosystem scholarship within the Sri Lankan context. Evidence has been gathered across 

all seven pillars of the Stam and Van de Ven (2021) framework operationalised through the Majumdar (2025) 

Sociodynamics model but it exists almost exclusively as single-pillar or dual-pillar investigations that examine 

individual ecosystem dimensions in isolation from one another. As a result, no peer-reviewed study published 

in Sri Lanka between 2020 and 2025 has simultaneously operationalised, empirically assessed, and analytically 

integrated all seven ecosystem pillars within a single research design. This absence is not a minor methodological 

oversight; it is a structural knowledge gap with direct consequences for the quality and coherence of ecosystem 

policy design. 

The Sociodynamics Framework's central proposition that ecosystem performance is determined not by 

individual pillar strength but by the interaction dynamics among pillars simultaneously (Majumdar, 2025)  

cannot be validated, tested, or operationalised without integrated multi-pillar empirical data gathered at the 

founder level. The reinforcing cycles and dampening pathways central to the framework remain empirically 

unverified in the Sri Lankan context. Policymakers are therefore designing ecosystem interventions using pillar-

specific diagnostics that systematically misrepresent systemic dynamics, generating a persistent risk of well-

designed individual interventions underperforming because they do not account for binding cross-pillar 

constraints (Audretsch & Belitski, 2021; Spigel, 2022). 

The Sri Lankan scholarly literature on entrepreneurship, SME development, and innovation while substantive 

has overwhelmingly taken the form of isolated investigations. Researchers examining access to finance 

(Wijesinha, 2020; Senaratne & Premaratne, 2021), entrepreneurial intention and attitudes (Karunarathne & 

Jayawardena, 2021; Perera & Priyanath, 2020), digital connectivity and SME e-commerce adoption 

(LIRNEasia, 2022; Dissanayake & Semasinghe, 2021), regulatory and policy environment (IPS, 2022; World 
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Bank, 2020; BOI, 2022), and university-industry knowledge transfer (Wickramasinghe & Liyanage, 2020) have 

each generated valuable but narrowly scoped insights. What does not exist is a study that simultaneously 

operationalises and measures the interdependencies among all seven pillars as the coherent system that the Stam–

Van de Ven (2021) model and the Majumdar (2025) Sociodynamics Framework identify as the fundamental unit 

of ecosystem analysis. 

Pillar-by-Pillar Research: Systematic Mapping with Citation Evidence 

Table 3 presents a systematic mapping of the Sri Lankan literature against each of the seven ecosystem pillars, 

identifying representative studies with full citation evidence, analytical scope, and the specific evidence gaps 

each leaves unaddressed. The table reveals a consistent structural pattern across all seven pillars: meaningful but 

isolated pillar-specific coverage, with every pillar's evidence gap defined precisely in terms of the cross-pillar 

interactions that single-pillar studies structurally cannot capture. The research status column (✔ Partial only — 

single-pillar focus) is identical for every pillar, collectively confirming the central finding. 

Table 3. Sri Lankan Startup Ecosystem Research: Pillar Coverage, Representative Studies with Citations, and 

Evidence Gaps (2020–2025) 

Ecosystem 

Pillar 

Research Status 

(Sri Lanka, 2020-

2025) 

Existing Sri Lankan 

Studies With Citations 

Critical Evidence Gap 

    

Finance & 

Funding (Pillar 

1) 

✔ Partial only — 

single-pillar focus 

Wijesinha (2020): SME 

access to finance 

constraints, IPS Policy 

Insights No.14; Senaratne & 

Premaratne (2021): bank 

credit barriers, Western 

Province; CBSL Annual 

Reports (2021; 2022; 2023): 

SME credit data 

No study links financing gaps to 

ecosystem-level startup output or 

measures compounding effect of 

Finance+Policy weakness on 

venture formation rates 

Policy & 

Regulatory 

Environment 

(Pillar 2) 

✔ Partial only — 

single-pillar focus 

IPS (2022): State of the 

Economy — regulatory 

burden analysis; World 

Bank (2020) Doing 

Business Index — Sri Lanka 

(99th, 190 economies); 

Transparency International 

(2023): CPI score 101/180; 

BOI (2022): business 

environment mapping 

No empirical study measures 

policy unpredictability’s 

dampening effect on startup 

formation rates; regulatory burden 

not connected to capital access or 

culture pillars 

Markets & 

Demand (Pillar 

3) 

✔ Partial only — 

single-pillar focus 

EDB (2023): ICT/BPM 

export performance — USD 

1.5B (2022); SLTDA 

(2023): tourism demand 

recovery data; WFP (2022): 

domestic demand crisis 

assessment — 70% 

households reduced food 

intake 

No academic study of demand-side 

ecosystem conditions for startups; 

market access barriers not linked to 

talent, capital, or support 

organisation pillars in any 

integrated analysis 

https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss
http://www.rsisinternational.org/


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume X Issue XV August 2026 | Special Issue on Economics  

www.rsisinternational.org 

Page 1194 

 

 
 

    
 

 

Human Capital 

& Talent (Pillar 

4) 

✔ Partial only — 

single-pillar focus 

Karunarathne & 

Jayawardena (2021): 

entrepreneurial intention, 

state university 

undergraduates; 

Wickramasinghe & 

Liyanage (2020): 

engineering graduate 

entrepreneurial 

competencies, University of 

Moratuwa; DCS (2022): 

311,000+ skilled worker 

emigration 

Brain drain–startup output linkage 

not empirically validated; graduate 

pipeline not connected to startup 

formation rates; entrepreneurial 

intent–to-action gap unexplained 

Support 

Organisations 

(Pillar 5) 

✔ Partial only — 

single-pillar focus 

BOI (2022): 78% of 

incubation/acceleration 

services in Western 

Province; NEDA (2022): 

national SME support 

programme assessment; 

Perera & Priyanath (2020): 

BDS impact on SME 

performance, Southern 

Province 

No rigorous evaluation of 

accelerator or incubator 

effectiveness; geographic 

concentration’s dampening effect 

on provincial startup formation not 

measured 

Entrepreneurial 

Culture (Pillar 

6) 

✔ Partial only — 

single-pillar focus 

GEM (2022; 2023): national 

EFC scores — fear-of-

failure 52% (Sri Lanka) vs 

43% South Asia avg; 

Senaratne & Samarasinghe 

(2021): cultural analysis of 

failure stigma; Perera & 

Priyanath (2020): 

entrepreneurial attitude 

drivers, SME owners 

No longitudinal cultural change 

study; fear-of-failure not linked to 

capital availability, policy 

coherence, or support quality in 

any integrated Sri Lankan model 

Digital 

Infrastructure 

& Technology 

(Pillar 7) 

✔ Partial only — 

single-pillar focus 

LIRNEasia (2022): 48% 

meaningful connectivity, 

After Access survey; 

Dissanayake & Semasinghe 

(2021): 43% e-commerce 

adoption growth among 

SMEs 2020–2022; ICTA 

(2022): National Digital 

Economy Strategy; TRCSL 

(2023): 4G covers 85% land 

area 

Digital infrastructure studied in 

isolation from talent, market, and 

capital pillars; rural–urban divide 

not connected to ecosystem 

inequality; ICT investment–startup 

formation link unmeasured 

 

Source: Author’s systematic mapping of Sri Lankan literature. ✔ = Partial coverage identified; each pillar studied 

in isolation only. No integrated seven-pillar study found in Sri Lankan published literature, 2020–2025. 

A second and equally significant finding is the profound fragmentation of Sri Lankan startup ecosystem 

scholarship. As demonstrated through the systematic pillar-by-pillar mapping in Table 3, meaningful evidence 

exists across all seven pillars in the Sri Lankan published literature — but exclusively as single-pillar 
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investigations studying individual ecosystem dimensions in isolation. Researchers have examined access to 

finance for SMEs (Wijesinha, 2020; Senaratne & Premaratne, 2021; CBSL, 2022; 2023), entrepreneurial 

intention and attitudes (Karunarathne & Jayawardena, 2021; Perera & Priyanath, 2020; Senaratne & 

Samarasinghe, 2021), digital connectivity and e-commerce adoption (LIRNEasia, 2022; Dissanayake & 

Semasinghe, 2021; TRCSL, 2023), regulatory and policy environment (IPS, 2022; World Bank, 2020; BOI, 

2022; Transparency International, 2023), and university-industry knowledge transfer (Wickramasinghe & 

Liyanage, 2020; Menter, 2022) — yet no published Sri Lankan study between 2020 and 2025 has simultaneously 

operationalised, empirically assessed, and analytically integrated all seven pillars within a single research design. 

This structural gap means that the interaction-effect predictions central to the Sociodynamics Framework 

(Majumdar, 2025) and to Stam and Van de Ven's (2021) element complementarity model remain empirically 

unverified in the Sri Lankan context. 

This fragmentation has measurable practical costs. Multiple financing interventions including credit guarantee 

schemes, SME loan programmes, and entrepreneurship grants documented in CBSL Annual Reports (2021; 

2022; 2023) and NEDA (2022) programme assessments have consistently underperformed because capital 

access alone cannot generate startup growth when regulatory complexity (IPS, 2022), cultural risk aversion 

(GEM, 2022; 2023; Senaratne & Samarasinghe, 2021), and shallow support infrastructure (BOI, 2022; NEDA, 

2022; Perera & Priyanath, 2020) simultaneously constrain venture creation. Digital infrastructure investment has 

produced above-average pillar scores without commensurate ecosystem performance because binding 

constraints in Finance and Policy pillars lie elsewhere (UNCTAD, 2022; GEM, 2023). And entrepreneurship 

education has improved graduate intent (Karunarathne & Jayawardena, 2021) without generating proportionate 

venture formation, because dampening effects from Finance and Policy pillars suppress the translation of 

capability into action (Majumdar, 2025; Menter, 2022). All three failures share a common root: policy designed 

from single-pillar diagnostics that cannot capture the cross-pillar dynamics actually driving ecosystem outcomes. 

CONCLUSION 

 This systematic literature review set out to answer two overarching research questions: how the seven key 

elements of startup ecosystems manifest in Sri Lanka's specific socio-economic context, and how the crisis 

period of 2019–2024 affected their structure, functioning, and interdependencies. Drawing on 84 peer-reviewed 

articles, 31 institutional reports, and 18 policy documents published between 2020 and 2025, and structured 

through Majumdar's (2025) Sociodynamics Framework and Stam and Van de Ven's (2021) seven-element 

ecosystem taxonomy, the review has generated empirically grounded, theoretically coherent, and practically 

consequential answers to both questions. 

The principal finding is that Sri Lanka's startup ecosystem exhibits a profoundly asymmetric capability profile 

that cannot be understood through any single pillar in isolation. Quality ICT Infrastructure and Cutting-Edge 

Technology constitute genuine comparative strengths relative to Sri Lanka's income level and regional peers, 

creating a reinforcing cycle that partially compensates for weaknesses elsewhere (GEM, 2023; LIRNEasia, 2022; 

ICTA, 2022; TRCSL, 2023). Against these strengths, Startup-Fostering Policies and Availability of Startup Funds 

constitute the ecosystem's binding constraints   the two lowest-scoring pillars in all GEM assessments for Sri 

Lanka, both below all five regional comparators (GEM, 2023; ADB, 2022; World Bank, 2023). Human Capital 

presents a structural paradox: genuinely deep   with 93 per cent adult literacy (Ministry of Education, 2023), 

2,500 engineering and technology graduates annually from the University of Moratuwa (Wickramasinghe & 

Liyanage, 2020), and internationally competitive English-language proficiency   yet crisis-depleted through the 

emigration of over 311,000 skilled workers in 2022 alone (DCS, 2022; SLASSCOM, 2023; ILO, 2023), a 

sustained depletion of the assets most critical to technology startup growth. 

The 2022 sovereign default crisis was not merely an economic shock; it was an ecosystem stress test that revealed 

the differential resilience of Sri Lanka's seven pillars with unusual analytical clarity. The crisis severely disrupted 

Finance   as formal credit tightened (CBSL, 2022; Senaratne & Premaratne, 2021), the ADB-estimated early-

stage capital gap widened to USD 200 million annually (ADB, 2022), and collateral barriers intensified 

(Wijesinha, 2020). It depleted Human Capital through accelerated brain drain (DCS, 2022; ILO, 2023), and 

collapsed domestic Markets with GDP contracting 7.8 per cent and consumer purchasing power compressed 
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sharply (World Bank, 2022; WFP, 2022). Yet Digital Infrastructure demonstrated remarkable resilience: 

LankaPay transaction volumes grew 34 per cent during 2022 (CBSL, 2022), e-commerce adoption accelerated 

40–60 per cent (Dissanayake & Semasinghe, 2021), and ICT/BPM export revenues held at USD 1.5 billion  

paradoxically enhanced by rupee depreciation for dollar-denominated ventures (EDB, 2023; SLASSCOM, 2023). 

This differential resilience pattern is theoretically significant: it demonstrates that ecosystem elements do not 

respond uniformly to macroeconomic crisis, and that digital and informal ecosystem components can exhibit 

crisis-resilience properties that formal institutional components lack. 

Critically, the Sociodynamics analysis establishes that element interaction determines ecosystem performance 

more decisively than any individual element's adequacy (Majumdar, 2025). The reinforcing cycle among 

Technology, ICT Infrastructure, and Workforce pillars   Sri Lanka's three strongest creates a self-amplifying 

dynamic in the technology export sector that sustained the ICT/BPM industry through conditions that destroyed 

activity elsewhere. The dampening cycles linking Finance and Policy deficiencies do not merely constrain their 

own pillar outputs; they actively reduce the productivity of adjacent elements raising transaction costs for market 

access, suppressing returns to talent investment, and limiting support organisation effectiveness (Audretsch & 

Belitski, 2021; Spigel, 2022; IPS, 2022). These interaction effects represent the most practically significant 

finding of this review, and the one most consequential for ecosystem policy design. 
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