
CHAPTER 1 

INTRODUCTION 

This introductory chapter describes the background to the problem domain, the main 

objectives, a brief introduction to research method and a brief review of the previous 

research that has been conducted in the area. 

1.1 Background 

In Sri Lanka, the Information Technology sector can be considered as one of the 

major revenue generating sources. Likewise, a high Staff Turnover can be seen in the 

industry. Furthermore knowledge management can be considered as one of the many 

important factors in any industry. Hence the importance of this for IT cannot be 

ignored. However no proper research has been done to identify the impact of staff 

turnover on Organizational Knowledge Management in the Sri Lankan context. 

Hence it is worthwhile to link these two by looking at the context of IT in Sri Lanka. 

Knowledge Management creates a new working environment where knowledge and 

experience can easily be shared and also enables information and knowledge to 

emerge along with a flow to the right people at the right time so that they can act 

more efficiently and effectively (Akhavan et al. 2009). An elementary success factor 

of KM is to have a common understanding of the terms "Knowledge Management" 

and "Knowledge Sharing" and how they apply to your situation and needs. Some 

organizations choose not to use these terms at all because they are not accepted 

within the culture (Koenig et al. 2004). 

By recognizing this fact, an organization is actually adhering to a critical success 

factor of KM as listening to your employees and customers. The definition of KM 

has evolved quite a bit since the mid 1990s. It started simply as valuable information 

in action, in which value is determined by the organization and the recipient. 

Although this definition still held true today, KM has evolved into more rigorous 
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discipline that is subject to the same scrutiny as other business processes within an 

organization and is expected to show a return on investment (ROI) (Koenig et al. 

2004). 

According to Sri Lanka Information Communication Technology Association 

(SLICTA) Rising Demand survey (2007), the overall IT workforce grew by around 

20% year-on-year over the last two years. That is a growth of nearly 10,000 IT 

professionals. The growth of the workforce in IT companies and non-IT companies 

nearly matched the predicted figure in the previous survey. Figure 1.1 below shows 

the overall growth trend. The workforce figures for 2003 and 2004 are from the 

previous survey. 
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Figure 1-1: Overall IT workforce growth trend 2003 - 2008 

(Source: Rising Demand, 2007, p.6.) 

However same research identify that the IT workforce grew by 9,841 across the IT, 

non-IT and Government sectors to stand at 30,120 as at the end of 2006. The 

workforce in the IT sector increased by 4,222 (122 short of expectation) and the non-

IT sector grew by 5,409 (169 short of expectation) over the two years from 2004. 

The Government sector lagged behind with a growth of only 210 over the same 
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period (633 short of expectation). The Government agencies that were included in 

this sample were Ministries, Departments and Corporations. The sample did not 

include any Provincial Government Organizations. 
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Figure 1-2: Growth of the IT workforce by sector 2003 - 2008 

(Source: Rising Demand, 2007, p. 14.) 

The figure 1.2 shows the overall job demand in Sri Lanka. The demand for IT 

professionals in the IT sector is 4,026, accounting for more than half (52%) of the 

overall demand. The Non-IT sector requires another 3,137 (41% of the overall 

demand) and the Government requirement is 507 (7% of the demand). Although the 

Government requirement seems small it is more than double the growth over the two 

years since 2004. Hence it is understandable that there is a high demand in the IT 

sector which will lead to staff turnover and as a result knowledgeable and 

experienced staff also moving inside the industry (Rising Demand, 2007). The Rising 

Demand survey has been done in the Sri Lankan Information, Communication and 

Technology sectors. The highest demanding job category is 'Software Engineering', 

which was 28%. When considering all three sectors, Testing & Quality Assurance 
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was the second highest demanding job category (21%) and Technical Support staff 

also play an important role in Sri Lankan ICT industry and they can be considered as 

the third highest demanding job category (13%).This information has been illustrated 

in the figure 1.3. 
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Figure 1-3: Demand of IT Staff 

(Source: Rising Demand, 2007, p.9) 

This research is focusing to only direct IT companies. The Programming/Software 

Engineering has the highest demand rate in IT industry, which was 28% compared 

with entire job categories (Rising Demand, 2007). Therefore, staff demanding on a 

single job category is creating a knowledge gap in IT industry, which makes high 

demand for other job categories in the same industry. Because of the nature and the 

significant growth in industry many companies face difficulties in recruiting skilled 

people. 
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According to Alwis (2008), the problem of staff turnover may arise in any industry 

as well as in the Public Sector. Therefore, skilled employees leave organizations and 

eventually knowledge assets will be lost. As a result it is critical to implement an 

appropriate procedure to ensure that information and knowledge could be kept in the 

organization. 

Employees' turnover is a much studied phenomenon (Shaw et al. 2001). There is no 

standard reason as to why people leave organizations. The term "turnover" is defined 

by Price (1977) as the ratio of the number of organizational members who have left 

during the period being considered, divided by the average number of people in that 

organization during that period. In the IT sector, this can be considered as a common 

phenomenon. 

1.2 Identification of Problem 

Staff Turnover is a major issue in any industry in the world. Organizations invest a 

lot on their employees in terms of induction and training, developing, maintaining 

and retaining them in their organization. Therefore, Management takes various 

measures to retain the staff in the organizations. The Software industry thrives on 

knowledge workers. Recruiting qualified and experienced staff has been a focal point 

to IT industry. Furthermore it is interesting to study the ST in the IT sector by 

looking at the above perspective. 

Hence the following problem has been highlighted in this study. 

"Is there any Impact of Staff Turnover on Knowledge Management in IT 

Companies in Sri Lanka?" 

This study discusses how Staff Turnover will affect on Knowledge Management. 

KM can be considered as one of the important factors in today's market driven 

modern society and could be defined as a factor which enables information and 

knowledge to emerge and flow to the right people at the right time so that they can 
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act more efficiently and effectively to share their knowledge in work environment 

(Akhavan et al. 2009). In the IT sector too it can be seen that the staff turnover had 

been highlighted in different research forums. Staff turnover can be defined as the 

rotation of workers around the labour market between firms, jobs and occupations 

and between the states of employment and unemployment (Abassi et al. 2000). 

1.3 Research Objectives 

Being an employee in a software industry, the author has practically experienced the 

problems and realized that the turnover problem is becoming critical day by day. 

And also the author has identified this industry as the future of an economic boom in 

Sri Lankan. On the other hand, KM plays a vital role in knowledge economy. 

Especially in the IT sector it can be considered as a dominant force leading for 

success. 

Hence, the author has decided to find out the existing knowledge in this area by 

conducting several web searches on ST and KM. Some information has been found 

on impact of ST and KM studies carried out through out the world. Accordingly no 

research has done in Sri Lanka to identify the relationship between ST and KM. 

Hence, it was decided to fulfill the requirement by studying the Impact of Staff 

Turnover on KM in Sri Lankan software companies. 

The following objectives were considered. 

Objective I: To identify the significant factors that affects Staff Turnover in Sri 

Lankan IT Industry. 

Here this study will be made to find the most influential factors for staff turnover. 

According to the findings of literature review staff turnover has been defined by 

using following variables, Managerial Style, Lack of Recognition, Lack of 

Competitive Compensation System and Toxic Workplace Environment. 
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Objective 2: To identify the organizational units most prone to staff turnover in Sri 

Lankan IT Industry. 

The objective 2 examines the organization units/departments which can be 

considered as most significant to Sri Lankan Software industry. Sections covered 

include Database Administration and Development, Digital Media and Animation, 

Systems and Network Administration, Project and Program Management, Technical 

Support, Web Development, Solutions and Technical Architect, Business Analysis 

and Systems Integration, Programming and Software Engineering, Testing & Quality 

Assurance, Management Information Systems/IT Management, Technical Writing 

and Sales and Marketing. In addition, this section will provide the Management some 

guidance on which categories of IT sector has more involvement in staff turnover. 

Objective 3: To study and analyze the effect of staff turnover on Knowledge 

Management in Sri Lankan IT Industry. 

This is the main argument of research. This will identify the significant relationship 

with the effects of Staff Turnover on Knowledge Management in Sri Lankan IT 

industry. 

Objective 4: To develop a ranking for KM factors of those affected by staff 

turnover in Sri Lankan IT industry. 

It will evaluate the key factors that will lead to staff turnover in this study and factors 

such as Leadership, Organization, Technology and Learning have been covered. Out 

of these factors, the most influential factors have been ranked, by using certain 

statistical techniques. 
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1.4 Scope of the Study 

Sri Lankan Software companies have been selected and purposive sampling used in 

this research as a sampling strategy. The names of those who responded respondents 

were initially determined by the Management of each organization through company 

record based on their job responsibilities, position held and involvement in the 

subjects studied. Thirteen job categories were selected by considering the 

demarcation governed by ICTA. However, those who responded were also selected 

based on the researcher's individual judgment where permitted on the grounds that 

they could provide the necessary information needed for the research. The data was 

collected through the distribution of a questionnaire. 

The main purpose of conducting this study is to ascertain factors such as growth of 

the software industry governed by factors, such as the growth of the industry. Further 

the factors of staff turnover and knowledge management and relationship between 

KM and ST has been discussed in the literature review. 

1.5 Significance of the Study 

Over the past decades, the software industry in Sri Lanka has developed at a rapid 

space. Nature of the industry is always dynamic and the environment is ever 

changing. Hence this study helps to identify how staff turnover will affect KM. 

Moreover, it identifies the impact on staff turnover on KM for Sri Lankan Software 

companies. It tries to understand the empirical gap to enable decision makers to 

make decisions by looking at different scales of organizations and the context of 

organization as a whole. Furthermore it understands the differences in its nature in 

KM. A finding of this research is helpful for the researchers to compare this scenario 

with other countries. In addition, this might be momentous for the development of 

the industry as well as the quality of employees. 
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1.6 Organization of the Dissertation 

The chapter outline for the proposed study is given below. 

Chapter One: Introduction 

This chapter will discuss the background of the study, scope of the study, a 

description of the research problem, the main objective of the study, significance of 

the study and the limitations of the study. 

Chapter Two: Literature Review 

This chapter describes the literature review and will present the literature relevant to 

the research. It will examine both theoretical and conceptual reasoning and empirical 

studies relevant to the research theme. 

Chapter Three: Research Methodology and Design 

Methodology will describe the conceptual framework; operationalization of the 

conceptual framework, hypothesis and sample in the study. Further it will discuss 

data collection methods and data analysis methods. 

Chapter Four: Data Analysis and Interpretation 

This chapter explains Data presentation and sample profile, how the goodness of the 

data is measured, how the hypotheses were tested and the results of hypothesis tests 

with qualitative measurements. 

Chapter Five: Recommendation, Conclusion and Implication 

In this chapter, the author explains the final outcome of the study. That will present 

the Summary, Conclusion, discussion and findings, theoretical and managerial 

implications. Furthermore it will discuss the importance of further research on the 

area explored. 
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A diagram illustrating the research structure is presented in Figure 1-4. 
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Figure 1-4: The Research Structure 
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1.7 Chapter Summary 

In summary, this Chapter provides the background information on Knowledge 

Management and Staff Turnover in Sri Lankan context and overall idea of the 

research. The information provides the foundational background, which is the 

balance of the thesis study. The chapter began with a brief introduction to research 

method and a brief review of the previous research findings that have been conducted 

in the same area. Secondly identification of problem, the main objectives and 

deliverables were then discussed providing a better understanding for the reader. 

Finally significance of the research is discussed in the Sri Lankan context. 
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