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1 INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

 

In the fast moving software development industry, many software projects have been 

increasingly carried out by virtual teams, which are located in geographically remote 

offices collaborated with information and communication technologies. In such 

environments, project distribution presents specific challenges, such as work in virtual 

teams‟ increases project technical complexity, multiply communication lines and 

divergent stakeholders‟ interests. 

Clearly this illustrates the fact that organizations must now perceive projects as virtual 

endeavors with specific inherent characteristics that differ from those found in 

conventional, collocated (teams who work in same geographical area which involve 

face to face interaction) environments. This represents a new development in the way 

firms interact and create value. The increasingly complex nature of technology and 

the availability of more specialized capabilities around the world have favored more 

intrusive types of collaboration between organizations involved in devising and 

conducting projects. From a project management perspective, this also creates new 

challenges as current tools and processes are considered to be ineffective at 

facilitating distributed, collaborative work. 

However, in relation to the actual execution of projects there is a long held 

assumption that project management representatives (PMR), mainly project managers 

could improve the performance of projects if they had a better understanding of what 

constitutes project success and how the factors under their control can impact on 

outcomes. 
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1.1.1 SOFTWARE DEVELOPMENT INDUSTRY IN SRI LANKA 

 

In the 1980s, software industry in the western countries was booming and as the 

demand grew, they could not cope with that, and had to search the manpower from 

low wage countries in Asia which traditionally had the same with good numerical and 

logical skills (which are prerequisites for a successful career in software 

development). Due to this movement initially most of western countries began to 

move their software development activities to Asian countries like India, China and 

Sri Lanka. This was the origin of software industry in Sri Lanka.  

At present, Sri Lankan software industry can be broadly divided in two categories.  

 Software services 

 Off-shore development services 

 

Software services 

Sri Lanka had a strong software services industry for a last couple of decades. For 

many of the large international IT companies Sri Lanka acted as their distributor and 

system integrator. The local companies represented the international IT companies 

implemented their systems and support activities as well. They have implemented IT 

systems in banking, insurance sectors and also Enterprise Resource Planning systems 

and Material Requirement Planning systems in manufacturing and distribution sectors 

Sri Lanka. 

Due to the experience gained in the Software Services area, Sri Lanka had a good 

talented pool of system integrators and application support personnel. 

 

Off-shore development services 

Sri Lanka have seen a steady growth of offshore development centers in the last few 

years mainly due to incentives provided by the Board of Investments as foreign 

vendors got the opportunity to have 100% ownership of development centers and 

establish joint ventures with local companies. Today countries like the USA, UK, 

Belgium, Ireland, Sweden, Norway, Japan, Singapore, New Zealand and Australia 

have their development centers in Sri Lanka. 
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The concept of virtual project teams could be identical mostly in companies who have 

been involving in off-shore development activities than companies who provide the 

software services in local market.  

According to the Brown- Wilson Group‟s ranking, Sri Lanka holds the 16
th

 place out 

of 25 Riskiest Outsourcing Hubs in the World. Rankings based on mean scores in ten 

areas of risk as reported by The Brown-Wilson Group‟s “2009: The Year of 

Outsourcing Dangerously”. Further, according to “Sri Lanka Investment Climate” 

survey done by Asian Development Bank (2009) and some other survey reports, 

around 100 firms are now operating in the sector, up from just a handful in the 1990s 

(with the recent growth reflected in the firms' relatively young age mostly 3-5 years of 

their operations). Whilst software industry's revenue mostly comes from the domestic 

market, firms continue to expand their services to foreign markets, indicating that the 

industry has the potential to compete internationally. The survey shows around 60% 

of software firms are exporters and around 30% receive as foreign direct investment.  

“We are focusing on UK and Europe as one of our strategic markets to promote the 

Sri Lanka Information Technology and Business Process Outsource (IT/BPO) 

industry,” said Ashique M Ali, Director of Sri Lanka Association of Software and 

Service Companies (SLASSCOM). The growing IT/BPO industry in Sri Lanka offers 

small and medium enterprises in UK access to a high quality talent pool, the statement 

said - 3
rd

 Feb 2010 Lanka Business Online. 

With the above specified literature on Sri Lankan software industry, it is evident that 

there will be more growth potential in the future in software development industry in 

Sri Lanka.  

 

1.1.2 VIRTUAL TEAMS IN SOFTWARE DEVELOPMENT INDUSTRY 

 

Virtual software project teams (VSPT), within and across the organizations, are recent 

phenomenons. VSPT is groups of individuals collaborating in the execution of a 

specific software development project while located at multiple individual sites or 

multiple group sites. These teams were formed as it needed for organizations to get 

the projects done as quickly as possible while ensuring the optimum utilization of 

skills of project team members who are geographically dispersed. The formation of 
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VSPT collaborate the wide range of knowledge and expertise possessed by individual 

members into a collective body which needed to conduct effective group problem-

solving activities (Laughlin, 1980). 

Development and global spread of information communication technologies opened 

up possibilities for collaboration between software developments teams in 

geographically remote offices. This has enhanced formation of virtual teams and 

created opportunities for restructuring traditional working methods to benefit from 

nations‟ different competitive advantages.  

Software companies in Sri Lanka are also turning into the use of VSPT in the 

software development projects. Software development projects aiming to gain 

knowledge, reduce costs, use collaborative project experience and then ultimately to 

enhance the revenue to the country. However, this strategy was challenged when 

making decisions in project life cycle. 

In a typical software development project, project life cycle can be divided in to four 

phases (Laughlin, 1980) as 

Phase 1 project definition (feasibility) 

Phase 2 requirements 

Phase 3  design 

Phase 4 construction and quality assurance (implementation) 

 

1.1.3 INSIGHT TO PROJECT DECISION MAKING 

 

„Decision making‟ is usually defined as the act of choosing between alternative 

courses of action (Flynn and Williams, 1999). Effective decision making occurs when 

decision makers select the “best” course of action based on the available information 

at that time.  Each level of management makes different types of decisions. The nature 

and complexity of decision making varies according to the level of management. 

Organization can take several types of decisions such as strategic, operational and 

tactical decisions. Anthony (1965) distinguishes between operational, tactical and 

strategic decisions as follows: Tactical decisions are taken by managers at the lowest 

level of the organization and concern problems that arise on a daily basis. Operational 

decisions are taken by project and process managers and related to the operation of 

the main business functions of the company. Strategic decisions are the responsibility 
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of senior management and concern the future direction of the company. Mostly 

tactical and operational decisions are taken under the project management activities 

hence decision making is a strong component in managing projects. 

 

1.2 RESEARCH PROBLEM 

 

As stated in background information on Sri Lankan software industry, it is evident 

that most of software development companies use VSPT in their operations. At 

present operations of software industry range from low-level maintenance to cutting-

edge software development to consulting and systems design. This work requires 

several skills such as programming, project management and client relations.  

 

In every phase of the project life cycle, there will be questions on who is doing what, 

why, how, where and when frequently. These questions will lead to select best course 

of actions out of alternatives and therefore, decision making plays a key role in 

software development projects.  

Further, one specific decision taken on one project does not match or will not be in 

similar when compared with another project due to nature of project uniqueness. 

People can always get guidance from previous lessons learnt, but have to be specific 

to the project itself. Project managers use various project management techniques to 

take correct decisions. The important project management techniques in software 

industry are project planning, communication planning, risk management, 

requirements management, technology management and quality resource 

management.  

Companies use detail project plan and project schedules in planning the project 

activities. The objective of project planning is to plan the project activities to match 

the project‟s estimated timeline, cost and resources.  

When managing project there are various risks involved and therefore, at many points, 

various decisions have to be taken to manage risk. 

Most of virtual projects, business domain and industries are not familiar to Sri Lanka 

as most requirements are coming from a base country. Therefore, company who 

operates in this type of projects has to imagine and create prototype to capture exact 
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requirements. In a circumstance where both client and customer are not familiar with 

requirements the project team has to elicit and create requirements to develop correct 

solution. Experts suggest proper identification and finalization of project requirements 

would minimize rework, and future change requests of the project. 

Technology is strongly coupled with Software projects.  Rapid emergence of new 

technologies on software development platform and processes would lead to outdate 

the existing technologies and processes. Therefore, there is always a decision point 

exist for a project team whether it is needed to go for new technology or not. Further, 

technology releases and requirements vary based on the location and environment and 

location that they operate.  Sometimes, there may be conflicting decisions that they 

take based on the project specific requirements. 

Now it is understandable, that making effective decisions on above criteria are critical 

for successful completion of a software project. To make effective decision making 

on projects, it is important to identify what factors that influence on these decisions, 

since it will help managers to take most correct and effective decisions as and when 

necessary. 

However, unlike determining factors of decision making in conventional or collocated 

project teams, determining factors of decision making in virtual project teams is quite 

different due to various challenges such as team interaction, trust among members, 

shared understanding and communication within multiple locations and time zones. 

Some of these challenges are inherited to form of collaboration and nature of project 

environment. From project management perspective, this also creates new challenges 

as current tools and processes are considered to be mismatched in facilitating 

distributed and collaborative work.  

Based on the above understanding, the study formulates the research problem as; 

“Finding out the impact of determining factors of effective decision making in 

order to achieve the project success in virtual software development projects in 

Sri Lanka” 
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1.3 RESEARCH OBJECTIVES 

 

This research is intended to make an exploratory study into the factors that affect 

decision making in order to consider whether a significant relationship exist between 

effective decision making and project success.  

Following are the questions on which the research is based on.  

1. What is defined as virtual project teams in software development industry in 

Sri Lanka? 

2. What are the current decision making processes/practices in industry? 

3. What are the determining factors which influence the decision making 

processes/practices? 

4. How significant are they for the effective decision making? 

5. How virtual software development project success is measured? 

6. Is that an impact of effectiveness of decision making on project success? 

After discussing the above research background and problem statement, four 

objectives were created as the backbone of the study as stated below. 

 To identify factors that influence on effective decision making within virtual 

software development projects in Sri Lanka 

 To find out relationship between  influential factors  and effective decision 

making 

 To find out impact of effective decision making on project success in virtual 

software development projects in Sri Lanka 

 To recommend strategies to improve the effectiveness of decision making 

within virtual software development projects in Sri Lanka 

 

1.4 SIGNIFICANCE OF THE STUDY 

 

The purpose of this study is to assess the extent to which factors that influence on 

decision making and predict the relationship between decision making effectiveness 

towards project success in Sri Lankan software development industry. This study will 
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investigate the understanding of relationships and possible influences on the Sri 

Lankan context. 

As the number of virtual teams is constantly rising in most firms today, there is 

certainly requirement that exist to better understand how project management 

processes need to be adapted in the case of decision making aspects due to its critical 

nature to the project success. However, there are few studies in this nature despite the 

fact that decisions are central to carrying out successful projects. It is expected that 

more studies in this nature will contribute to a better understanding of the issues 

involved and provide relevant insights to present and future project managers.  

  

1.5 SCOPE OF THE RESEARCH STUDY 

 

Research scope is primarily limited to software development projects which are 

executed by virtual teams in Sri Lanka. Mainly people who involve in managing 

projects were focused on the study as the study by nature involve on the decision 

making aspects and hereafter they are referred as project management representatives 

(PMR). 

1.6 OVERVIEW OF CHAPTERS 

 

Finding out the factors which influence the virtual software project teams‟ decision 

making and it impacts towards project success; the study will be outlined into five 

major chapters, namely Introduction, Literature Review, Research Design and 

Methodology, Data Analysis and Testing Hypotheses, and finally Discussion and 

Conclusions. In addition, appendices include related documentary of the study. Brief 

overview of organization of each chapter is given below. 

Chapter 1: Introduction chapter provides outline to the study with research 

background by arriving at a research problem, then specific research objectives to 

answer the research questions. Finally it mentions the significance and scope of the 

study based on the selected segment. 

Chapter 2: Literature Review is for reviewing the existing literature in related 

concepts. It reviews the concepts of virtual project teams, virtual software 
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development project teams, what makes the virtual project team success, decision 

making in virtual teams and finally the determining factors of effective decision 

making of virtual teams to fulfill the first research objective of the study. Answers for 

the first objective of the study are achieved from this chapter.  

Chapter 3:  Research Design and Methodology chapter discusses the design of the 

study, developing the conceptual model based on the literature, development of 

hypotheses for the purpose of checking the validity of the relationships of among 

constructs, data collection methods and operationalizations of measurements. 

Chapter 4:  Data Analyses and Testing Hypotheses includes primary and secondary 

data analysis, reliability and validity testing of the data set, descriptive data analysis, 

and inferential statistics including correlation, mediation and regression by giving 

priority to test the hypotheses through regression statistics, results of which will direct 

the purpose of evaluating the hypotheses.  

Chapter 5:  Discussion and Conclusions, the final chapter discusses research findings 

of the overall study and recommend strategies to complete the final objective of the 

study so as to improve decision making effectiveness in order to achieve project 

success in virtual software projects in Sri Lanka. The chapter also highlights the 

limitations of the study and future research opportunities. 

 

 

 

 

 

 

 


