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3.0 RESEARCH METHODOLOGY AND DESIGN 
 

3.1 Theoretical Framework 

Based on literature and interviews with industry experts and entrepreneurs, the 

theoretical framework shown in Figure 3.1 was formulated. This framework 

consists of key sources that affect the success and failure of software 

development.  

 

 
Figure 3.1: Theoretical framework 
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3.2 Definition of Variables 

The following variables were identified based on the past literature and 

interviews with industry experts and entrepreneurs. There were five variables 

identified as the key factors for the success and failure of software firms.  

1. Helping bodies 

2. IT Workforce 

3. Infrastructure facilities 

4. Stability of the government 

5. National vision 

 

One or more key indicators in each factor were identified to measure the 

impact and are listed below. 

 

3.2.1. Helping Bodies 

The following indicators were used to measure the impact of helping bodies 

for the growth of software firms 

1. Financial Institutes: This means whether the firm has obtained any 

financial assistance from a bank or a leasing company.  

2. Special Funding Agencies/Angel Funds: This means whether the 

firm has obtained any financial assistance from a special fund. 

3. Incubators: This means whether the firm has obtained any assistance 

from an incubator. 

 

3.2.2 IT Workforce 

The following indicators were used to measure the impact of IT workforce for 

the growth of software firms 

1. Availability: This identifies whether the availability of IT workforce is 

adequate for the staff requirement of firms. The effort needed to find 

skilled employees, the need to pay high salaries and the employee 

attrition rate were considered as attributes for the availability of IT 

Workforce. 
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2. Labor laws: This means whether the prevailing labor laws in the 

country have any effect on the employers. 

 

3.2.3. Infrastructure Facilities 

The following indicators were used to measure the impact of infrastructure 

facilities for the growth of software firms 

1. Cost and quality of electricity: This deals with the electricity outage 

frequency, the impact it causes to the business and the cost of 

electricity compared to the other expenditure of the firm.  

2. Cost and quality of telecommunication: This means whether the firm 

gets adequate telecommunication facilities and deals with the cost of 

telecommunication compared to the other expenditure. 

3. Technology parks/ Cluster: This measures entrepreneur’s beliefs 

about the technology parks; better infrastructure, technology sharing, 

better market information. 

 

3.2.4. Stability of the Government 

The following indicator was used to measure the impact of government 

stability for the growth of software firms.  

1. Stability of the local economy: This measures the entrepreneur’s 

perception about the dependency of their products / services on the 

stability of the economy 

 

3.2.5. National Vision 

The following indicators were used to measure the impact of national vision 

for the growth of software firms. 

1. Acknowledge local products/firms: This means whether the 

government acknowledges the local firms/products at the time of 

procuring IT systems.  

2. Tax holiday schemes: This means whether the government has any 

tax holiday schemes for IT firms. 
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3. Software piracy and copyright laws: Government’s role in protecting 

IT firms/products from software piracy and enforcement of copyright 

laws. 

 

3.3 Hypothesis 

The following hypotheses were identified based on the theoretical framework; 

 

§ H1: Helping bodies have an impact on the growth of startup firms 

§ H2: IT workforce has a significant bearing on the growth of startup 

firms 

§ H3: Infrastructure facilities have a significant effect on the growth of 

startup firms 

§ H4: Stability of the government has a significant impact on the growth 

of startup firms 

§ H5: National vision has a significant effect on the growth of startup 

firms 

 

3.4 Sample Selection 

The sample was selected from among the software development companies in 

Sri Lanka under the following criteria; 

1. The establishment of the company must be between the year 2000 and 

2006. 

Since the research is considering the startup software firms, a ceiling for 

the established year was a necessity. Due to the unavailability of the 

minimum required numbers for a statistically valid sample, the ceiling was 

considered up to year 2000. 

 

2. The company must have completed at least one local project. 

The companies who are catering to the local market and having a mixed 

market portfolio i.e., local and overseas, were considered for the research 

leaving out the firms which are focused totally on overseas market.  
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3.5 Data Collection 

Based on the theoretical framework, a descriptive study was carried out to find 

out the characteristics of variables identified.  A questionnaire was prepared 

considering all the variables to identify the most critical factors affecting the 

growth of startups. The questionnaire consisted of three main sections as 

described below. The questionnaire is given in Appendix 1.  

 

Section A: Company information 

This section was targeted in obtaining qualitative data focused on identifying 

the year of establishment, present status (operational/ non-operational), market 

portfolio (local/overseas) and the type of software projects handled. Name of 

the company or any other personal details were not included in the 

questionnaire to increase the freedom of expression. 

 

Section B: External factors and their effect to the growth of the company 

This section was focused on obtaining the data required to identify the most 

critical external factors affecting the growth of software firms. The factors that 

were identified through the literature survey and interviews were included in 

this section and the respondents were asked to evaluate the impact of the 

factors using a scale of 1 to 5. Additionally, they were asked to rank the 

factors according to the importance to find out the most severe factors. 

 

Section C: Growth indicators of the company 

This section was mainly to find the quantitative data to identify the growth 

indicators of the company; mainly, employee growth and the sales growth. 

Only the first four years of operation of the company was considered in 

obtaining the growth indices to focus on the initial stage (startup). Due to the 

importance of this section, a special attention was paid to get as much 

information as possible. Since most companies were naturally reluctant to 

provide sensitive information, percentage relative figures were asked rather 

than absolute figures.  
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The questionnaire was targeted towards the owner, investor or a senior 

manager (Chairman, CEO, Managing Director or General Manager) of the 

sample companies. Access to these owner-managers was gained via personal 

contacts, cold calling and sending email. A number of in-person interviews 

were conducted to enhance the quality of the feedback. 

 


