
1 

 

CHAPTER 1: INTRODUCTION 

1.1 Background  

Over centuries companies have taken great strides to minimize their risk exposure 

during business engagements. Managing risk has become vital for projects both large 

and small and knowing how to manage risk effectively has become a lucrative 

business today.  

Risks can be defined in many ways but at the crux of every definition is the fact that 

risks represent uncertain outcomes. These outcomes could be either negative or 

positive. They could represent positive opportunities (opportunities for excellence) as 

well as negative threats (Arrow 1970). Risk management is a widely recognized 

discipline or practice that could be applied across many business boundaries. Today it 

has been successfully practiced in many fields like planning financial strategies, 

construction engineering, and in medicine (Boehm and DeMarco 1997).  

Concept of risk reflects the variation in the distribution of possible outcomes (Arrow 

1970). Thus, a risky alternative was one for which the variance is large. The view of 

risk used in decision theory, however, has not been consistent with the findings from 

empirical studies of how managers define risk. For managers, the uncertainty 

associated with positive outcomes have not been considered to be risks; only the threat 

of negative outcomes are considered risks, such as time, cost, scope or quality. A risk 

may have one or more causes and if it occurs, one or more impacts. For example, 

failure to understand, identify and manage risk has been often cited as a major cause 

of software project failures. (Boehm 1991; McFarlan 1981) 

The risk event is that the software company may have taken longer than planned to 

deliver the product or the availability of the design personnel and the allocation may 

not be adequate for the activity. If either of these uncertain events occurs, there may 

be an impact on the project cost, schedule or performance. Risk conditions could 

include aspects of the project‟s or organization‟s environment that may have 

contributed to project risk, e.g. lack of integrated management system, concurrent 

multiple projects or dependency on external participants who could not be controlled.  

Risk management requires practices in place to identify and then monitor risks; 

convenient access to dependable, current information about risks; the correct balance 
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of controls in place to deal with the risks; and decision-making processes that could be 

supported by a framework of risk analysis and evaluation.  

A recent survey by the Standish Group of 365 respondents and 8,380 commercial 

software-intensive projects indicated that 53% of the projects were “challenged”. 

They were over budget, behind schedule or had fewer features and functions than 

originally specified and 31% of the projects were cancelled (Dennis and Mars 1994). 

On average, these projects had cost increases of 189% and schedule slippage of 222% 

versus the original estimates at the time they were completed or canceled.  In addition, 

the completed projects had an average of only 61% of the originally specified features 

and functions (Conrow and Shishido 1997). This information implied the importance 

of comprehensive project risk management. 

1.2 Motivation 

Tragic failures due to rising costs, reducing performance and slipping schedules are 

common problems in software projects (Conrow and Shishido 1997). Meeting the four 

aspects of project objectives the cost, scope, schedule and quality are of primary 

importance for a software company to avoid such failures. The software product 

should conform to its scope or the requirements and features specified, within the 

boundaries of cost estimation. This goal should be achieved in a timely fashion in 

accordance with the schedule laid out upfront and the quality specifications have to be 

met. A risk could be any variable on the project (Lister 1997). The project could be 

threatened by political, communicational, legal and technical risks. Unmanaged risks 

will lead to failed projects and unmet objectives, making software companies to incur 

financial and credibility losses. Credibility or the „image‟ is crucial for emerging 

companies and they should ensure project objectives are met at any cost, to avoid 

future possible business losses.  

Software project risk management techniques might not be present in some software 

companies in Sri Lanka and sometimes risk factors have been avoided by the project 

managers through experience and some projects failed because of improper software 

project risk management.  
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Thus doing a research on the awareness of software project risk management in Sri 

Lankan software industry has been justified, thereby, it can be correctly ascertained as 

to what the actual level of awareness.  

1.3 Research Topic 

1.3.1 Problem Statement 

Software projects are vital for the organizations in today‟s competitive world; projects 

with wide scope and complex systems require careful planning and execution to 

ensure successful implementation.  

As an emerging industry in Sri Lanka, sound software project risk management is of 

crucial importance. Most of the unsuccessful software projects have indicated that the 

problems would have been avoided or strongly reduced, if the high risk elements were 

clearly identified initially (Boehm 1991). To keep away from these kinds of situations, 

it is important for organizations / developers to identify the main risks behind those 

and take the most appropriate risk response technique to the situation. 

This research is an awareness seeking project, of software project risk management in 

Sri Lankan software industry. 

The aim of this research is to analyze the level of awareness of the software project 

risk management in Sri Lankan software industry.  

1.3.2 Research Objectives 

The objectives of this research can be listed as below; 

- Assess the level of awareness of the software project risk management in Sri 

Lankan software industry. 

- Find out what affects the awareness of software project risk management.  

- Discuss and compare the current available strategies to deal with most 

significant risks in Sri Lankan software industry. 

- Recommendation for improving the performance of the better software project 

risk management in Sri Lanka. 



4 

 

1.3.3 Significance of the Study 

The level of awareness of the software project risk management in Sri Lankan 

software industry is revealed by this study. Overall perspective of the level of 

awareness of the software project risk management in Sri Lankan software industry is 

given by the first objective. An insight of how to apply proper software project risk 

management techniques strategically to software companies in Sri Lanka is depicted 

in the second objective. Thorough analysis of the currently available software project 

risk management strategies in Sri Lankan software industry is depicted in the third 

objective.  

The results of the above objectives will serve as a guideline for software companies to 

determine whether the software project risk management is required. If already being 

practiced, they could verify whether it is used in a proper context and what possible 

improvements would be needed.  

Proper project decision-making requires risk management and risk analysis techniques 

in order to guide management in making better decisions (Humphreys n.d.). Some of 

the benefits of software project risk management are as follows; (Strategic though 

group 2007) 

- Informed and controlled risk taking 

- Better decision making 

- Reducing business loses and earning volatility 

- Reduce blanket risk mitigation costs 

1.4 Research Methodology 

This study used exploratory quantitative approach, which uses survey base 

methodology to assess the level of awareness of software risk management and what 

factors affect the awareness level. This survey was based on a detailed questionnaire, 

distributed among the employees in software industry who were selected, based on 

how they were placed and/or in the best position, to provide the information required. 

Statistical analysis of the results of the survey would help to find the answers.  

Results of literature survey and interview of experts had been used to discuss and 

compare the current available strategies to most significant project risks in Sri Lankan 
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software industry.  The study has been supported by a comprehensive literature survey 

and preliminary interviews with selected individuals from software companies to 

identify the areas of relevance and importance.  

Recommendations would be based on the above results and the information gathered 

from the interviews conducted and thorough literature survey. 

1.5 Nature and Form of Results 

The results from this research study are of two types, namely quantitative and 

qualitative. Questionnaire had been prepared to assess the level of awareness of 

software project risk management in Sri Lankan software industry during the first step 

of the study.  

- The results of statistical analysis of the survey had been used to identify the 

level of awareness of the software project risk management in Sri Lankan 

software industry.   

- The factors which affect the awareness of software project risk management 

had been identified from the statistical analysis of the results gathered from the 

survey. 

- Second set of results were qualitative. Data gathered from the comprehensive 

literature survey and the interviews conducted were used to discuss the 

currently available strategies to most significant risks in Sri Lankan software 

industry. 

- Also the recommendations were given based on the above results and the 

information gathered from the interviews conducted and thorough literature 

surveys. 

 

 

 

 

 

 


