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ABSTRACT 

Facilitating and Strengthening the birth and growth of new startups SME is a positive 

move as startups create new jobs, promote new spending, and drive innovation more than 

older companies. Unlike any other startup SME, The Information Technology (IT) Startup 

SMEs has a high potential as IT can serve almost all the industries in the world and has 

given the implication that facilitation such a business will be vital for the economy of a 

country.  

 Hence it is vital to identify contributory factors that affect the success of an IT based 

Startup SME in Sri Lanka. Therefore, Research Questions were developed based on 

problem statement and the objectives derived were, first to ascertain the current situation 

of Sri Lankan IT sector success with respect to technology selection, secondly to identify 

other factors affecting the success of new business startups, thirdly, to development of a 

new methodology for suitable technology selection and consultancy and incubation for 

new startups and finally, to recommend policies and strategies to select suitable 

technology and other contributory factors that can drive the new startups towards business 

success. The data was collected through a structured questionnaire which distributed 

among main stakeholders in IT field. And a total valid sample of 330 respondents‘ 

responses was analyzed through reliability analysis, descriptive and inferential analysis.  

The results of the study show that the business success has a positive relationship with the 

selection of technology, creativity, innovation, incubation facility and consultation. 

Further, this relationship is moderated by environmental dynamics. These findings help 

policy makers to enhance technology and innovation in order to promote SME‘s and hence 

finally economic growth of Sri Lanka. However, lack of previous literature published on 

Sri Lankan Software Industry, difficulty in retrieving information that could determine the 

business success of an organization due to the hesitance in sharing this information by the 

business owners, multiple regression resulted in a low R squared value were some of the 

limitations of this study. This Research concludes with recommendations for Future 

Research in the subject matter.  

 

Key Words: Small and Medium Scale Enterprises; SMEs, Information Technology; IT,     

Business Success, Sri Lanka 



V 
 

Acknowledgement 

Foremost, I would like to express my sincere gratitude to my supervisor Prof. S.W.S.B 

Dassanayaka and my Co- Supervisor Mrs. G.N Kuruppu for the continuous support of my 

research, for patience, motivation, enthusiasm, and immense knowledge provided to me. 

The guidance helped me in all the time of research and writing of this research. The 

Support and encouragement given to me inspired me to do this research in a successful 

manner.  

I am paying my heartiest gratitude to all the lectures and academic staff of the MOT 

department for their great support and assistance during academic period, to all the 

nonacademic staff of the MOT for their great support, to all the respondents of my survey 

who supported me for the data collection, to my colleagues for the support and 

encouragement to do this study, and to my Parents and my wife for the support given to do 

this study. Finally I‘m thankful to everyone that helped me to complete this study and was 

not mentioned above. 

 

 

 

 

 

 

 

 

 



VI 
 

TABLE OF CONTENT 

Declaration .......................................................................................................................... III 

Abstract ............................................................................................................................... IV 

Table of Content .................................................................................................................. VI 

List of Tables ................................................................................................................... VIII 

List of Figures ...................................................................................................................... X 

List of Acronyms and Abbreviations ................................................................................... XI 

Chapter1 .............................................................................................................................. 12 

Introduction ......................................................................................................................... 12 

1.1. Background of the Study ....................................................................................... 12 

1.2. Problem Statement ................................................................................................ 15 

1.3. Research Questions ............................................................................................... 19 

1.4. Research Objectives .............................................................................................. 19 

1.5. Methodology ......................................................................................................... 20 

1.6. Significance of the Study ....................................................................................... 21 

1.7. Scope of the study ................................................................................................. 22 

1.8. Organization of the Study ...................................................................................... 23 

Chapter 2 ............................................................................................................................. 24 

LITERATURE REVIEW .................................................................................................... 24 

2.1. Chapter Overview ................................................................................................. 24 

2.2. Determiners of success of SMEs............................................................................ 24 

2.3. Theories about this Research ................................................................................. 26 

2.4. Empirical Literature in Sri Lanka........................................................................... 44 

Chapter 3 ............................................................................................................................. 50 

METHODOLOGY AND CONCEPTUAL FRAMEWORK ................................................ 50 

3.1. Chapter Overview ................................................................................................. 50 

3.2. Research Approach................................................................................................ 50 

3.3. Conceptual Framework.......................................................................................... 51 

3.4. Definitions of the Key Concepts of the Study ........................................................ 52 

3.5. Research Hypothesis ............................................................................................. 55 

3.6. Operationalization ................................................................................................. 60 

3.7. Research Strategy .................................................................................................. 62 

3.8. Research Design .................................................................................................... 63 



VII 
 

3.9. Population, Sample and Sampling Procedure ......................................................... 63 

3.10. Data Collection Method ......................................................................................... 64 

3.11. Questionnaire Design ............................................................................................ 65 

3.12. Data Analysis ........................................................................................................ 65 

Chapter 4 ............................................................................................................................. 66 

DATA ANALYSIS AND DISCUSSION ............................................................................ 66 

4.1. Chapter Overview ................................................................................................. 66 

4.2. Reliability Analysis ............................................................................................... 66 

4.3. Descriptive Analysis .............................................................................................. 74 

4.4. Inferential Analysis ............................................................................................... 77 

4.5. Discussion ............................................................................................................. 89 

Chapter 5 ............................................................................................................................. 92 

CONCLUSION LIMITATIONS AND IMPLICATIONS .................................................... 92 

5.1. Chapter overview .................................................................................................. 92 

5.2. Summary ............................................................................................................... 92 

5.3. Conclusion ............................................................................................................ 93 

5.4. Implications........................................................................................................... 94 

5.5. Limitations ............................................................................................................ 95 

5.6. Future Research ..................................................................................................... 96 

References ........................................................................................................................... 97 

Annexure ........................................................................................................................... 105 

 

 

 

 

 

 

 



VIII 
 

LIST OF TABLES 

 Page 

Table 2.1: Factors for auditing Software selection .......................................................... 28 

Table 2.2 : HSC perspectives and measurements ............................................................ 38 

Table 3.1 :  Operationalization of variables ..................................................................... 60 

Table 4.1: Reliability statistics ........................................................................................ 66 

Table 4.2 : Total statistics for all indicators ..................................................................... 67 

Table 4.3 : Reliability Statistics ...................................................................................... 68 

Table 4.4 : Item-Total Statistics ...................................................................................... 68 

Table 4.5 : Reliability Statistics ...................................................................................... 69 

Table 4.6 : Item-Total Statistics ...................................................................................... 69 

Table 4.7 : Reliability Statistics ...................................................................................... 70 

Table 4.8 : Item-Total Statistics ...................................................................................... 70 

Table 4.9 : Reliability Statistics ...................................................................................... 71 

Table 4.10 : Item-Total Statistics .................................................................................... 72 

Table 4.11 : Reliability Statistics .................................................................................... 72 

Table 4.12 : Item-Total Statistics .................................................................................... 73 

Table 4.13 : Summary of reliability check ...................................................................... 74 

Table 4.14 : Descriptive Statistics ................................................................................... 76 

Table 4.15 : Correlations of all variables ......................................................................... 78 

Table 4.16 : Correlation between Business success and Selection of Technology ............ 79 

Table 4.17 : Correlation between Business success and creativity ................................... 79 

Table 4.18 : Correlation between Business success and innovation ................................. 80 

Table 4.19 : Correlation between Business success and incubation facility & consultation

 ....................................................................................................................................... 80 



IX 
 

Table 4.20 : Coefficients
a
 ............................................................................................... 81 

Table 4.21 : Coefficients
a
 ............................................................................................... 81 

Table 4.22 : Coefficients
a
 ............................................................................................... 82 

Table 4.23 : Coefficients
a
 ............................................................................................... 82 

Table 4.24 : Variables Entered/Removed
a
 ....................................................................... 84 

Table 4.25 : Model Summary ......................................................................................... 85 

Table 4.26 : Coefficients
a
 ............................................................................................... 85 

Table 4.27 : Variables Entered/Removed
a
 ....................................................................... 86 

Table 4.28 : Model Summary ......................................................................................... 87 

Table 4.29 : ANOVA
a
 .................................................................................................... 87 

Table 4.30 : Coefficients
a
 ............................................................................................... 88 

 

 

 

 

 

 

 

 

 

 



X 
 

LIST OF FIGURES 

 Page 

Figure 1.1 : SMEs around the world ............................................................................... 13 

Figure 2.1: Creativity & Innovation relationship ............................................................. 30 

Figure 2.2 : Competitor & Customer dynamism on Technology commercialization ........ 35 

Figure 2.3 : Balance Scorecard method ........................................................................... 37 

Figure 2.4 : Holistic Scorecard method ........................................................................... 38 

Figure 2.5 : Performance Pyramid .................................................................................. 40 

Figure 2.6 : Performance Prism ...................................................................................... 42 

Figure 3.1 : Conceptual Framework ................................................................................ 52 

Figure 4.1 : Employment Category ................................................................................. 74 

Figure 4.2 : Years of Experience in IT Sector ................................................................. 75 

Figure 4.3 : Number of Employees in the Organization................................................... 76 

 

 

 

 

 

 

 

 

 

 



XI 
 

LIST OF ACRONYMS AND ABBREVIATIONS 

 

IT - Information Technology 

ICT - Information & Communication Technology 

SME - Small and Medium Scale Enterprise  

SAT - Selection of appropriate Technology                          

CR   - Creativity                                       

INN -Innovation                                         

FC   - Incubation Facility & consultation               

BS   - Business Success 

APAC- Asia Pacific 

BPO - Business Process Outsourcing 

PC - Personal Computer 

CAGR - Compound Annual Growth Rate 

PSDP - Public Sector Development Program 

KPO- Knowledge Process Outsourcing 

BMI - Business Monitor International 

USTR - United States Trade Representative 

GDP - Gross Domestic Product 

 

 

 

 


