
CHAPTER 1: INTRODUCTION 

Today software products are having a higher demand in the global market. Without 

having computer driven systems, it is not possible for the business organizations to do 

their tasks in a reliable and efficient manner. Therefore, everything relies on computer 

systems in the present fast moving world. Banks, hospitals, airlines, shipping companies, 

schools, shopping complexes, cinemas, ports, harbor and even nuclear plants which need 

much more reliability and security, use information systems. Not only the developed 

countries but also, the undeveloped countries now use the computer driven systems to 

automate their day to day activities. That is, the term "Information Systems" has become 

the nearest neighbor of people today. How do these systems operate? That is through the 

use of some instructions written using a computer language which is known as 

"software". 

Software development has become a big industry in the world in recent years as almost 

all the organizations have already computerized their work load. This big industry 

supports the development of a country in two ways. One is by providing automated 

systems for business organizations. The other is by making large amount of capital for 

the country. Because, developing such software is a very expensive process. Obtaining 

the talents for developing software is another difficult task. Therefore, demand for the 

industry increases day by day. The countries that have a higher development in the 

software development industry would be able to find more capital by producing quality 

software. 

Recently, the developing countries are having more advantages in selling such software. 

In addition to earning more foreign currency and providing more employment 

opportunities, developing countries would be able to solve some of the problems they 

face, over the software industry. For this, the countries should focus on the development 

of the technical skills of their software engineers by providing quality education in 

universities and private institutions. Therefore, the developing countries have given more 

focus on the development of the software industry. As Sri Lanka is a country which is 
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still in its undeveloped stage, and which is having highly skilled talented labor, Sri Lanka 

would be able to have more opportunities for economic development by having a higher 

development in its software industry. Therefore, analyzing the growth of the software 

industry in Sri Lanka would be a definite advantage for the country's development. 

This research is mainly to identify the software industry developmental trends in Sri 

Lanka and to propose the possible future development steps to be taken. As software 

industry is a growing industry in the world, analyzing software industry's growth in Sri 

Lanka would give an image of the Sri Lanka's state in the global software industry. 

Analyzing the present status of the software industry will also help to focus on the future 

development activities of the industry. This research includes identifying the factors 

affecting the development of the software industry. Also the actions taken by the top 

software talents in the world to develop the software development industry would be 

examined. Therefore, through this research, it would be easier to identify the possible 

paths in developing software industry in Sri Lanka as the development of the software 

industry would be studied identifying the development of some variables that would be 

directly affecting the development of the software industry. 

Today, there is a big demand for software industry related jobs. Sri Lanka would be able 

to make more job opportunities and would be able to earn more foreign currency by 

developing software. Also, Sri Lanka would be able to make more collaboration with 

foreign business organizations giving more opportunities to be involved in activities in 

the global software market. 

1.1 Background 
Sri Lanka's ICT Industry had a considerable growth during the past decade. Many 

software development companies established in Sri Lanka during this time period and it 

has lead to a competitive growth in the software development industry. Millennium IT, 

Virtusa, WS02, IFS, Creative Solutions Ltd, Informatics International Ltd, WaveNet, E-

Builder, Euro Center, RoomsNet and Team Work are some of the organizations which 

were established within the past two decades. Also, many ICT institutions were 
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established to provide primary, secondary and tertiary education to the students. Thus Sri 

Lanka has taken much initiative during the past two decades to bring the software 

industry to a higher level. 

According to Barr and Tesler [1], there would be a rapid development of both software 

exports and ICT-enabled services. Therefore, it is expected to have a higher development 

in software industry in the future. According to the survey done by Information and 

Communication Technology Agency (ICTA) Sri Lanka [2], there were 28% of software 

engineers, working on different software projects in 2007. That is there is a higher 

percentage of people who are working in the field of software engineering, having higher 

salaries and competitive work environments. The career opportunities resulted from the 

software industry in Sri Lanka would be able to minimize some of the economical 

problems in the country. Also, Sri Lanka would be able to get more foreign investments 

through software development to local and foreign clients. 

According to Mohaptra's [3], explanations in his research paper, in order to develop 

software industry in any country there should be a highly qualified, talented labor pool. 

Sri Lanka has educated ICT graduates passed out from the universities and private 

institutions every year. These qualified people would be able make as the software work 

force in order to provide the required professionals to the software industry. Therefore, it 

would not be a difficult work for Sri Lanka to provide the necessary number of software 

professionals required to develop its software industry. 

In the journal article published by Nicolson and Sahay [4], they have explained that, 

developing software for lower costs is one of the most successful factors in India and 

Iran's software industry development. Sri Lanka also would be able to provide low cost 

labor in developing outsource software to European markets, as Sri Lanka has the 

qualified and skilled software workforce. Therefore, Sri Lanka would be able do more 

software exports and earn more foreign currency giving more support for the 

development of the country's economy. Having a well developed ICT education system, 

internet infrastructure, telecommunication facilities, research and development activities 
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and skilled and talented labor pool would support a country's software industry to grow 

[5]. In Sri Lanka, there is already a well developed education system. Also, there is a 

large pool of talented and educated job seekers who are willing to get in to the software 

industry. There is a higher growth in telecommunication and internet in Sri Lanka during 

the past decade [1]. Therefore, by developing Sri Lanka's software industry to a higher 

level, it would be possible to earn more foreign currency to the country. 

The aim of this research is to find the factors affecting the software industry development 

and to determine the software industry developmental trends in Sri Lanka. 

Recommendations for the future development of the software industry would be done 

based on the results obtained from the investigations on software industry development. 

1.2 Previous Studies 
According to the research done by 1CTA Sri Lanka, there had been a higher growth in the 

ICT workforce in Sri Lanka from 2003 to 2008. According to ICTA statistics, it was 

expected to have around 14 500 ICT professionals in the ICT industry by 2008 [2], The 

survey was done on the following job categories: 

1. Database administration and development 

2. Digital media and animation 

3. Business analysis and system integration 

4. System and network administration 

5. Programming and software engineering 

6. Project and programme management 

7. Testing and quality assurance 

8. Sales and marketing 

9. Technical support 

10. Technical writing 

11. Web development 

12. Management information systems / IT management 

13. Solution and technical architect 
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The above mentioned job categories are mainly related to the software industry. 

Therefore, it could be said that, there had been a higher growth in the software workforce 

in Sri Lanka in the recent past. 
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Figure 1.1: Overall ICT workforce growth trend 2003 to 2008 
Source: Rising demand: An increasing demand for IT workers spell a challenging 

opportunity for the IT industry 

Figure 1.1 shows the overall ICT workforce growth trend in Sri Lanka from 2003 to 

2008. It shows a linear growth of the ICT workforce including software professionals as a 

sub set. Therefore, there is 4 possibility for the software industry to grow in the future 

years. 
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Figure 1.2: Demand for IT professionals by job category 
Source: Rising demand: The increasing demand for IT workers spells a challenging 

opportunity for the IT industry 

According to the figure 2.1, there is 28% of software engineering professionals in the ICT 

work population in Sri Lanka. That is, there is a higher percentage of software 

professionals in Sri Lanka who are engaged in software development and other related 

professions. 

Software industry related workforce growth is related to software industry development 

of any country. The number of software professionals increases in a country when there 

is a development in the software industry. Therefore, there is a considerable development 

in the software industry in Sri Lanka in the recent past. 
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1.3 Scope of the Study 
The study involves an initial analysis of the development of the software industry in the 

world, in the South East Asia and in Sri Lanka. Over this process, the factors that have 

affected the software industry in the world would be examined. This was done over the 

literature review. The mostly affected factors for the development of the software 

industry in Sri Lanka were identified. Those were categorized as independent variables, 

dependent variables and intervening variables and the relationships between those 

variables were identified. Based on this identification the required data were observed by 

sending a questionnaire to software professionals and using the sampling technique to 

observe historic data. In order to study the software industry development trends in Sri 

Lanka, the data collected over the questionnaire were put into SPSS software package to 

analyze the data to determine the reliability of data and to identify correlation between 

variables. The historic data collected on some of the variables that have affected in 

developing the software industry in Sri Lanka were put into Minitab to forecast the 

development of those factors for the future years to determine the future of the software 

industry development in Sri Lanka. 

1.4 The Research Objectives 
The objective of this study is to identify the software industry developmental trends in Sri 

Lanka. For this, factors affecting the software industry development in Sri Lanka would 

be determined and future development of those factors would be investigated. Based on 

the development of the software industry in Sri Lanka, future initiatives to be taken 

would be recommended focusing a higher development in the Sri Lankan software 

industry in the future. This would include future development steps to be taken for each 

factor affecting the software industry development in Sri Lanka. 
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1.5 Thesis Outline 
Chapter 1 gives an introduction to the research including the research background, 

previous studies, scope of the study and research objectives. This chapter describes the 

reasons which have directed for starting the research, the previous studies which have 

relationships to the present research and their results related to the present research, 

limitations of the present study, the reasons in which the study is carried out and the 

benefits obtained from the research in brief. 

Chapter 2 includes a literature review which discusses about the past researches related to 

the present study. This chapter focuses mainly, identifying the variables affecting the 

development of the software industry and their relationships. This helps the preparation 

of the conceptual framework which gives the base for the present research. 

Chapter 3 discusses the conceptual framework and research design. The information 

obtained from the literature review used to build the conceptual framework and it 

represents the relationship between the variables in the context. Also, building hypothesis 

based on the theoretical framework would be discussed in Chapter 3. 

Research design is another aspect that would be discussed in Chapter 3. All the steps 

included in the research process would be discussed in this section describing the main 

tasks of each stage and how those tasks are carried out. Data collection is also discussed 

in Chapter 3. Data collection methods used in the research, the questionnaire design and 

mapping the variables in the context with the research questions would be discussed 

when explaining about the data collection. 

In Chapter 4, data analysis would be discussed. In data analysis section, a detailed 

discussion about the reliability testing, descriptive analysis and inference analysis would 

be done. Over this section, the reliability of data collected, the frequencies obtained for 

the user responses and correlation between variables would be discussed. Therefore, this 

section helps to understand the reliability of data and to identify which proposed 

hypothesis could be accepted. Forecasting results on the variables: software industry 
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investments, software industry recruitments and the number of ICT graduates passed out 

from universities would be carried out to determine the future development of the 

software industry in Sri Lanka. 

In Chapter 5, conclusion and recommendations would be done. The discussion of the 

final outcome of the research would be done in this section. According to the results 

obtained, the recommendations for the future of the software industry in Sri Lanka would 

be done describing what should be the future plans and directions in order to develop 

software industry in Sri Lanka in the future. 




