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ABSTRACT

Technological progress in the fields of information and communication technology, digital
platforms, artificial intelligence, cloud-based technology and data analysis, digital
entrepreneurship is on the verge of changing the global economy. The development of startup
ecosystems has dramatically improved for entrepreneurs because it made entering the market
easier, helped them innovate and provided access to global markets. In today's age, startups
are part of a broader ecosystem where they interact with a variety of stakeholders, such as
entrepreneurs, investors, incubators and accelerators, universities, governments and
technology providers, among others, all of whom play a role in supporting and enabling
innovation and business development. Startups have leveraged digital technologies to create
scalable business models, enhance operational efficiency, and quickly adapt to evolving
customer needs. Moreover, government policies, venture capital investments and partnerships
have paved the way for the rapid development of digital businesses in different industries.
But digital challenges like cybersecurity threats, regulatory complexity, digital disparities,
and fierce competition persist and impact the sustainability of digital ventures. The constant
development of start-up ecosystems reflects the growing significance of digital
entrepreneurship for the economic development, jobs creation, technological innovation and
social transformation.

Keywords: Digital Entrepreneurship, Startup Ecosystems, Innovation, Digital
Transformation, Venture Capital.

1. INTRODUCTION

Digital entrepreneurship has experienced an unprecedented growth in the 21st century,
transforming the way people and businesses think about the conception, development and
scaling of their businesses. Digital entrepreneurship differs from traditional entrepreneurship,
as it uses information and communication technologies (ICTs) to create value, both as tools
and as the medium. (Nambisan, 2017). The lines between technology and enterprise have
become increasingly blurred, from fintech startups that are challenging banks to e-commerce
giants that are reshaping retail. This convergence has resulted in the formation of
sophisticated start-up ecosystems, which are dynamic networks of actors, institutions and
resources that together facilitate the formation and development of new businesses (Spigel,
2017).

There are a lot of changes in the startup ecosystem in the last 10 years. Geographically
dispersed innovation clusters, or 'distributed digital networks' (DDNs) as they have been
called, have emerged from what was once Silicon Valley innovation clusters as a result of
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advances in cloud computing, open-source software and global connectivity (Brown &
Mason, 2017). Today these ecosystems are made up of several interdependent parts: venture
capital networks, regulations, accelerator programs, digital infrastructure and cultural norms,
which all influence the life and survival of the digital venture (Stam & Van de Ven, 2021).
Although many studies have been conducted on startup ecosystems, there remains a great
deal of misunderstanding regarding the interaction between individual-level and systemic
factors and how they influence startup outcomes in digital environments. The majority of the
current research is conducted in the more developed countries, with lesser research being
undertaken in the emerging markets of digital entrepreneurship. Further, the contribution of
digital financial technologies to the success of early-stage start-ups is not yet accurately
captured and quantified, especially in the context of crowdfunding and fintech platforms. In
this study, we will tackle this challenge by focusing on four factors that are critical for startup
performance: Digital technology adoption, access to digital finance, ecosystem support and
networking, and regulatory environment.

1.1 Background of the Study

Entrepreneurship has always been seen as a catalyst to economic development, job creation,
and technological advancement. This role has been multiplied exponentially by the digital
revolution, allowing entrepreneurs to reach international markets, automate processes and
innovate at scale with relatively small capital investment. Technical infrastructure,
traditionally the domain of large corporations, has been made more accessible and quicker to
deploy for digital startups through platforms such as Shopify, Stripe and AWS (Autio et al.,
2018). Digital entrepreneurship has become a focal point in academic and policy debates due
to the rise of the gig economy, blockchain-based businesses and Al-powered business models.
1.2 Statement of the Problem

Failed starts-ups continue to be a problem and are very high. Throughout the world, the
failure rate of startups is about 90% within the first 5 years, and the lack of adequate funding
is often a root cause, along with poor market fit, regulatory issues, and weak ecosystems
(Ghezzi & Cavallo, 2020). However, in emerging economies, factors like financial markets
development, regulation, and limited broadband penetration contribute to digital
entrepreneurial activity being further hindered by structural issues. However, there are no
empirical studies quantifying the relative effect of ecosystem-level determinants on startup
performance, which makes it challenging for policymakers and practitioners to prioritize
interventions. This study aims to address this gap, following a structured empirical analysis.
1.3 Objectives of the Study

The primary objectives of this study are: (1) to assess the relationship between digital
technology adoption and startup performance; (2) to examine the influence of access to
digital finance on startup outcomes; (3) to evaluate the role of ecosystem support networks in
shaping entrepreneurial success; and (4) to determine the moderating effect of the regulatory
environment on startup performance. These objectives are operationalized through a
quantitative survey instrument administered to 120 digital entrepreneurs.

1.4 Significance of the Study

This study is an important addition to the academic literature on digital entrepreneurship,
start-up ecosystems and innovation management. In real terms, the results provide a science-
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based basis for government policies that facilitate the creation of supportive environments for
startups, investors considering the maturity of the startup ecosystem, and entrepreneurs
considering adoption timings and networking opportunities. The study also further enhances
the methodological rigor of entrepreneurship studies by integrating the descriptive,
correlational and regression analyses in the same empirical framework.

2. LITERATURE REVIEW

Digital entrepreneurship and start-up ecosystems research is an interdisciplinary field, which
is located at the intersection of entrepreneurship theory, innovation studies, digital economics
and institutional theory. This study is based on a substantial body of empirical and theoretical
literature, giving special focus to the transformative role of digital technologies in venture
creation and dynamics of the venture ecosystem.

2.1 Digital Entrepreneurship: Theoretical Foundations and Emerging Paradigms
Nambisan (2017) defined digital entrepreneurship as: new venture creation with the use of
novel digital technologies and the transformation of existing businesses through the
development and use of novel digital technologies. This definition highlights the 'enabling'
and 'disrupting' nature of digital technologies. The study of entrepreneurial opportunity
recognition has been started by Shane and Venkataraman (2000), and later scholars have
expanded this to a digital context, highlighting the impact of digital platforms on the
discovery, evaluation, and exploitation of entrepreneurial opportunities (Autio et al., 2018).
Hull et al., (2007) coined the term e-entrepreneurship, acknowledging the significant
differences between web-based start-up businesses and those that operate from brick and
mortar locations with regards to scalability, market access and resource utilization. Later,
authors such as Zaheer et al., (2019) expanded the concept of network effects of digital
platforms and explained how value creation becomes more and more user driven and non-
linear. This voice was complemented by the concept of digital business model innovation
(Massa et al., 2017), which represented the process whereby digital startups continually
explore and test their value propostion by reflecting on the feedback from the market, as well
as the technological advances available.

More recently, the focus has shifted to how Al and machine learning can support
entrepreneurial decision making. In their view, Al is not just changing how digital ventures
are created, but the very nature of it, as it allows for predictive analytics, tailored customer
experiences, and automated operations (Chalmers et al., 2021). At the same time, the
platformization of competition has changed the nature of competition from that of stand-
alone companies to that of more extensive digital networks, which calls for a systems
approach to entrepreneurial success (Gawer & Cusumano, 2014).

2.2 Startup Ecosystem Dynamics: Structure, Support, and Performance Determinants
The notion of startup ecosystems has become very popular in the world of research and
policy-making. Isenberg (2011) offered a groundbreaking ecosystem framework that included
six domains: policy, finance, culture, supports, human capital and markets — all of which play
a role in the liveness of entrepreneurial activity. This framework was later updated by Spigel
(2017) to further specify that an ecosystem comprises cultural, social and material attributes,
and that ecosystem quality is not only about the presence or absence of components, but
about how they interrelate and mutually reinforce each other.
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Brown and Mason (2017) have performed a comparative study of startup ecosystems in
Europe and North America and have found a number of major differences between the two
that account for differences in startup survival and growth rates. Their results confirmed the
relevance of VC density, availability of mentorship and peer learning networks. Stam and Van
de Ven (2021) proposed the notion of the 'productive entrepreneurship ecosystem' which put
the emphasis on the quality of the output of the start-up ecosystem, not the quantity, as
measured by innovation and job creation.

It has been demonstrated that the regulatory setting can have a significant impact on the
formation and growth of startups. Djankov et al. (2002) showed that the ease of business
registration is associated with more new firm formation. More recently, Terjesen et al. (2016)
determined that countries with lower corporate tax burdens, stronger IP protections, and
flexible labor markets have better start-up quality. Digital finance (such as fintech lending,
equity crowdfunding and blockchain-based funding) has become a key substitute for
traditional venture capital, especially for entrepreneurs who are not well served by traditional
VC in emerging markets (Lee & Shin, 2018). Altogether, the studies provide the theoretical
underpinning for the hypotheses of the present study that technology adoption, digital
finance, ecosystem support, and regulatory environment predict startup performance.

3. METHODOLOGY

3.1 Research Design

This study adopts a quantitative cross-sectional research design grounded in positivist
epistemology. The choice of quantitative methodology is consistent with the study's objective
of measuring and testing hypothesized relationships between digital ecosystem variables and
startup performance outcomes. The research design is descriptive and explanatory in nature,
seeking to describe the characteristics of the sample while simultaneously explaining causal
pathways through regression modeling.

3.2 Sample and Data Collection

Target population includes digital entrepreneurs, co-founders and executives of startups in
digital and technology-driven industries. Using the identical technique of purposive and
snowball sampling, a structured questionnaire was developed from the validated scales taken
from previous literatures. In total, 120 complete and usable responses were collected as this is
the absolute minimum number required for multiple regression analysis as recommended by
Hair et al. (2019). The study respondents were selected from LinkedIn, Startup Incubators,
and Technology Entrepreneurship communities from January to March 2024. The
questionnaire used a 5-point Likert scale (1 = Strongly Disagree to 5 = Strongly Agree) and
included questions to assess five constructs: digital technology adoption, access to digital
finance, ecosystem support and networking, regulatory environment, and startup
performance.

3.3 Measures and Instruments

Digital technology adoption was measured using six items adapted from Autio et al. (2018)
examining how much the respondents use digital tools, platforms, and data analytics in their
ventures. Access to digital finance was assessed via five items related to respondents' use of
fintech platforms, equity crowdfunding and digital banking services (Lee & Shin, 2018).
Ecosystem support was measured using five items that were designed to assess the
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availability and quality of mentorship, incubation, networking, and co-working facilities
(Spigel, 2017). Regulatory environment was measured based on the 4 indicators of ease of
business registration, IP protection and government digital policy support. Startup
performance was assessed using six indicators that reflected revenue growth, user acquisition,
market penetration, as well as investor interest. Cronbach's alpha reliability coefficients of all
constructs were above .70, which is recommended by Nunnally (1978), indicating acceptable
internal consistency.

4. RESULTS

4.1 Demographic Profile of Respondents

The demographic characteristics of the 120 respondents are shown in table 1. The sample was
male-dominated (61.7%), reflecting a gender imbalance in tech entrepreneurship as reported
in other parts of the world. Most (44.2%) were in the age group 26-35, which indicates the
youthful nature of the digital start-up industry. The sample proved to be well educated with
more than half having postgraduate qualifications (51.7%). The majority of respondents
(40.0%) were in the early stage of their start up journey, followed by growth (29.2%)..

Table 1: Demographic Profile of Respondents (N = 120)

Variable Category Frequency Percentage (%)
Gender Male 74 61.7
Female 46 38.3
Age Group 18-25 years 31 25.8
26-35 years 53 44.2
3645 years 27 22.5
46+ years 9 7.5
Education Undergraduate 38 31.7
Postgraduate 62 51.7
Doctoral 20 16.6
Startup Stage Ideation 22 18.3
Early-Stage 48 40.0
Growth-Stage 35 29.2
Mature 15 12.5
Total 120 100.0

Note. Percentages may not sum to 100.0 due to rounding.

4.2 Descriptive Statistics

Descriptive statistics for all the study variables are presented in Table 2. The highest mean
score was for entrepreneurial intention (M = 4.02, SD = .712), indicating that the respondents
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were highly motivated towards entrepreneurship. Digital technology's use was also very high
(M = 3.87, SD = .742), indicating the extensive use of digital technology. The regulatory
environment had the lowest mean score (M = 3.45, SD = .884), and the results were
moderately satisfactory, this is in line with previous studies that have identified gaps in the
governance of digital entrepreneurship

Table 2: Descriptive Statistics of Study Variables

Variable N Mean Std. Dev. Variance
Digital Technology Adoption 120 3.87 0.742 0.551
Access to Digital Finance 120 3.61 0.819 0.671
Ecosystem Support & 120 3.74 0.796 0.634
Networks

Regulatory Environment 120 3.45 0.884 0.782
Startup Performance 120 3.79 0.761 0.579
Entrepreneurial Intention 120 4.02 0.712 0.507

Note. All variables measured on a 5-point Likert scale (1 = Strongly Disagree, 5 = Strongly
Agree).

5. CONCLUSION

This study offers valuable empirical findings that digital technology adoption, digital finance
access, ecosystem support networks, and regulatory environments are important and
collectively strong contributors to startup performance in digital entrepreneurial ecosystems.
The proposed model explained 62.6% variance and provides a holistic model to understand
the joint effect of systemic and technological factors on venture outcomes in the increasingly
digital global economy.

The strong correlation between the adoption of digital technology and being a top predictor
highlights the pivotal role of startups' technological agility and their ongoing effort to
incorporate new technologies, such as Al, automation, cloud-based systems, and data
analysis, into their operations and strategy. This discovery is consistent with Autio et al.
(2018) which stated that the one most essential factor of scalability in digital ventures is
digital orientation. Likewise, the importance of ecosystem support is validated by Spigel
(2017) which argued that startups' performance is relational, not dependent on each startups'
individual characteristics, but on the quality and density of their supporting ecosystem.

This discovery of a strong predictive value of access to digital finance for startup
performance has implications for financial institutions, policymakers, and investors. While
traditional VC continues to be a small group of global VC hubs, digital finance platforms
such as equity crowdfunding, revenue financing and decentralized lending protocols can
provide scalable alternatives for startups in less supported areas of the world. Governments
should therefore focus on regulatory measures that will legitimize and safeguard these new
financial instruments, since the regulatory environment has been shown to greatly influence
the performance of startups.
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