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Introduction 

Sri Lanka's economy has demonstrated remarkable resilience in the post-

2022 crisis period, achieving a robust 5.0% GDP growth rate in 2024, 

significantly exceeding World Bank projections of 4.4%. This economic 

recovery trajectory has been fundamentally driven by entrepreneurial 

activities across key sectors, positioning entrepreneurship as a critical 

catalyst for sustainable development. The Global Entrepreneurship Monitor 

(GEM) 2024/2025 report reveals that while 49% of potential entrepreneurs 

globally cite fear of failure as a primary barrier, an increase from 44% in 

2019, developing economies like Sri Lanka present unique entrepreneurial 

dynamics that warrant comprehensive investigation (Bosma et al., 2024). 

The entrepreneurial landscape in Sri Lanka exhibits distinct sectoral 

concentrations, with traditional industries such as tourism and apparel 

maintaining dominance, while emerging technology sectors remain 

significantly underdeveloped. With unemployment rates stabilising at 4.4% 

and labour force participation at 47.4% in 2024, understanding the 

mechanisms through which entrepreneurship contributes to economic 

development becomes crucial for policymakers seeking sustainable growth 

strategies (Central Bank of Sri Lanka, 2024). This research addresses the 

critical knowledge gap regarding the specific roles different entrepreneurial 

sectors play in Sri Lanka's economic development and the extent to which 

government policies have facilitated or hindered entrepreneurial growth. 
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Objectives 

Objectives of this study are to: (i) examine the role of entrepreneurship in 

driving Sri Lanka’s post-crisis economic recovery and growth, (ii) analyse 

the key challenges, barriers, and innovation gaps faced by entrepreneurs, and 

(iii) evaluate the effectiveness of government support and propose policy 

recommendations to strengthen the entrepreneurial ecosystem. 

 

Methodology 

This research employed an innovative mixed-methods approach combining 

quantitative macroeconomic analysis with qualitative field research. The 

methodology consisted of three distinct phases: 

Quantitative Analysis: Secondary data analysis utilized official statistics 

from the Central Bank of Sri Lanka, Department of Census and Statistics, 

and international databases, including GEM reports. Key indicators analyzed 

included GDP growth rates, sectoral contributions, employment statistics, 

and business registration data spanning 2019-2024. 

Qualitative Field Research: Twenty in-depth semi-structured interviews 

were conducted with active entrepreneurs across three primary sectors: 

tourism (8 interviews), apparel manufacturing (7 interviews), and technology 

startups (5 interviews). Participants were selected through purposive 

sampling utilizing the comprehensive entrepreneurial database maintained by 

the Marga Institute, ensuring representation across different business scales, 

geographical locations, and years of operation. Each interview session lasted 

between 30-40 minutes, and was conducted online through Zoom and 

Google Meet platforms to accommodate participants' schedules and 

geographical constraints.  

Policy Analysis: Comprehensive review and analysis of government 

policies, regulations, & institutional frameworks affecting entrepreneurship, 

including the national policy framework on economic development, SME 

development programmes, and regulatory reform initiatives implemented 

between 2020 and 2024. 

 

 

 



Extended Abstracts 

67 
 

Results and Discussions 

Role of Entrepreneurship in Post-Crisis Recovery: Entrepreneurship has 

emerged as a critical driver of Sri Lanka’s economic recovery, with new 

business registrations increasing 42% from 18,500 to 26,300 between 2022-

2024. Entrepreneurial ventures contributed approximately 18% of total 

economic growth in 2024, with SMEs generating 52% of new employment 

during the recovery period. The tourism sector dominated with 35% of new 

registrations, contributing 4.2% to GDP recovery, while apparel ventures 

(28% of registrations) maintained $5.2 billion in foreign exchange earnings. 

Significantly, 73% of surveyed entrepreneurs established ventures as direct 

crisis responses, with 45% transitioning from formal employment due to job 

losses, helping reduce unemployment from 5.1% to 3.8%. 

Key Challenges and Innovation Gaps: Contrary to conventional 

assumptions, financial infrastructure integration rather than business concept 

development emerged as the primary entrepreneurial barrier. 90% of 

entrepreneurs reported that banking relationship establishment and 

documentation required 6-8 weeks, causing 2–3-month operational delays. 

Additional challenges included regulatory compliance (80%), skills gaps in 

financial management (65%), and infrastructure limitations (60%). The study 

revealed critical innovation deficits, particularly in technology sectors, 

comprising only 12% of ventures. Among technology entrepreneurs, 80% 

operate through foreign partnerships (40% US-based, 40% Singapore-based), 

indicating limited indigenous innovation capacity. Research and 

development investment averaged merely 0.8% of revenue compared to the 

2.1% regional average, while patent applications reached only 23 per 1000 

entrepreneurs versus the regional average of 67. 

Government Policy Effectiveness: Government support mechanisms show 

mixed effectiveness despite formal framework establishment. The SME 

Development Program facilitated 15,000 new registrations since 2023, yet 

65% of entrepreneurs report minimal practical support. Tax incentives 

demonstrated a positive correlation with manufacturing growth (r=0.73, 

p<0.05), but only 45% of eligible entrepreneurs accessed available benefits. 

Critical implementation gaps include poor inter-agency coordination (31% 

stakeholder effectiveness rating), severe rural-urban disparities (78 : 22 

support ratio), and inadequate sector-specific support, with only an 18% 
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adequacy rating for technology sectors. Bureaucratic efficiency received a 

23% satisfaction rating from entrepreneurs, while only 34% of programmes 

aligned with actual needs. 

Policy recommendations include immediate financial infrastructure 

streamlining to reduce setup time from 6-8 weeks to 2-3 weeks, enhanced 

coordination mechanisms through unified support portals, and innovation 

ecosystem development targeting 2.1% R&D funding levels. Medium-term 

strategies should achieve 50:50 urban-rural support distribution and increase 

technology sector representation to 25% of new ventures. 

 

Conclusion and Policy Recommendations 

Entrepreneurship has proven instrumental in Sri Lanka’s post-crisis 

recovery, contributing significantly to GDP growth and employment 

generation. However, systemic barriers in financial infrastructure, innovation 

gaps in high-value sectors, and implementation deficiencies in government 

support limit entrepreneurial potential. Addressing these challenges through 

targeted policy interventions focusing on streamlined processes, enhanced 

innovation capacity, and equitable support distribution is essential for 

sustaining entrepreneurship-driven economic growth and competitiveness. 

The following policy recommendations are provided by this study's findings: 

Financial Integration Streamlining Initiative: Establish a unified digital 

banking platform specifically for entrepreneurs, integrating business 

registration with immediate bank account activation.  

Innovative Technology-Driven Skills Training Program: Implement 

comprehensive practical skills training utilising advanced technological 

platforms, including AI-powered financial management systems, blockchain-

based transaction tracking, and digital marketing automation tools. This 

programme should target the 65% financial management skills gap identified 

in the study, with specific modules on digital banking, cryptocurrency 

integration, and automated accounting systems. 

Sustainable Funding Mechanisms with Resilience Framework: Develop a 

multi-tiered funding ecosystem that prevents the funding collapse 

experienced during the fund cutting in 2023. Create a National 
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Entrepreneurship Endowment Fund with $300 million initial capitalization, 

diversified across government allocation (40%), private sector contribution 

(35%), and international development partnerships (25%). Establish 

automatic funding triggers based on economic indicators to ensure continuity 

during external funding disruptions. 
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