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Abstract. The purpose of this study is to investigate the problems of Ukrainian IT companies faced
by them on the way of their growth due to the lack of an effective business structure. The research is
focused on the weaknesses and strengths of current organizational structure that any small Ukrainian IT
business most commonly would have on the average. The initial reason to develop this research was to
identify the different perceptions between the hierarchical levels inside the average small IT company in
Ukraine. Using an exploratory study, the objective was to identify the obstacles the IT business face on its
path of growing, as well as to outline the need to create organizational structure that will consider all the
requirements and the peculiarities of the IT business. In this article, the Ukrainian IT market is analyzed
as the unit that performs its activity under change conditions in the 21% century. In this context, needs and
expectations of a wide range of IT businesses are analyzed. The article is using the theoretical approach.
It contains the analysis of the literature review on organizational structures, the IT sector overview and
issues concerning the growth and effectiveness of IT companies in Ukraine. The research findings show
that the specifics of IT business environment and the concepts of the IT organizational management
greatly influence the effectiveness of the management of the business growth and effectiveness.

Keywords: management, project management, organizational structure, IT business.
JEL Classification: G32, M15, D20.

INTRODUCTION

By the 2020 Ukraine is known as one of the worldwide IT outsourcing destination. There are a
couple of reasons for such opinion like the high level of experienced and well-educated representatives of
software development, the correspondence of the cost vs price of the final product delivery, etc. It is
worth to mention that the number of specialists employed in the IT industry reached 200 000 people.
Ukraine has over 4 000 companies operating in the IT sphere. Most of Ukrainian IT businesses are
outsourced companies which are working mainly with the United States and Western European countries.
Today Ukraine faces a myriad of challenges hampering its progress. These include a systemic corruption,
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weak rule of law and an economy dominated by oligarchs. While there are no easy solutions to these
complex issues, one of the most immediately obvious low-hanging results is support for Ukraine’s IT
sector. Potential backing for the IT sector could involve bringing together entrepreneurs, successful
startups, small and medium enterprises (SMEs) and trade groups from Ukraine, the US, and partner
countries with the goal of creating new opportunities for investment, jobs, partnership and collaboration.
The US already has a significant interest in the Ukrainian IT industry. American customers are the largest
consumers of Ukraine’s IT services, accounting for 50 percent of clients nationally.

In total, Ukrainian IT firms do business with over one hundred Fortune 500 companies. Unlike
other sectors of Ukraine’s economy, oligarchic interests have not permeated the IT industry, with 80
percent of the sector consisting of SMEs (Atlantic Council, 2020). Additionally, COVID-19 has not
significantly affected the industry due to its virtual ecosystem. With that being said, Ukraine has all
preferences to become one of the world centers for the IT industry.

However, throughout the research it was identified that mainly Ukrainian companies are the
representatives of a small businesses founded by the “amatory” communities; we believe that due to this
reason almost all small IT businesses struggle due to the absence of the regular management that must
involve the appropriate organizational structure. Furthering in the study the organizational structure of the
average IT company will be described and analyzed. The study has been performed in Zaporizhzhia
region IT community and thereby further information will be based on the profile of the average regional
IT company.

LITERATURE REVIEW

Issues of organizational structure of the enterprise and its optimal construction in order to improve
the efficiency of the organization have always been of great interest for both theoretical research and
practical implementation. After all, it is an effective organizational structure and its skillful application is
one of the factors of successful development of the enterprise, including in the IT sphere.

Thus, the theoretical justification for the introduction of an effective organizational structure at the
enterprise is found in the scientific works of domestic and foreign researchers, such as: Ahmady, Gh.,
Mehrpour, M. & Nikooravesh, A. (2016), Kanten, P., Kanten, S., & Gurlek, M. (2015), Eze, S. C., Bello,
A. O., & Adekola, T. A. (2017) and others.

PAPER OBJECTIVE

The purpose of this study is to investigate the problems of Ukrainian IT companies faced by them
on the way of their growth due to the lack of an effective business structure that would recognize the
specifics of the IT business and the environment it is surrounded with as well as to identify the most
important factors that should be taken into account for creation an effective organizational structure of
company’s management.

METHODOLOGY

In the course of the research practical examination of the investigated subjects — small IT businesses
in Ukraine was conducted. The article is using the theoretical approach. It contains the analysis of the
literature review on organizational structures, the IT sector overview and issues concerning the growth
and effectiveness of IT companies in Ukraine. The authors' conclusions are based on the results of verbal
in-depth survey of small IT businesses in Ukraine that are on the state of development of the business and
organizational structure. The focus group was set up to explore the educational assessment and commit its
result for the further investigation purpose.

The investigation of 60 IT companies in Zaporizhzhia region indicates the weak matrix
organizational structure in most of them. A company usually has 5 departments: Business Development
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(or sales), Delivery, Project Management, Finance and Human Resource. The role that each department
plays in the company’s life must be concretize in the context of further organizational structure analyze.

The Business Development Department (BizDev). This organizational unit is mainly responsible for
defining and developing new business directions — new markets, niches, partnership relations, sales
channels, the development of the company’s client base, attraction of new projects etc. The professionals
of BizDev department are split into two groups: Sales and Account managers. The account management
representatives work with strategic partners, take part in making of deals with key clients, building
processes. Whereas the Sales ones are responsible for the attraction of new projects to the company
throughout the IT market like Upwork for instance.

The Delivery Department. This department is responsible for the delivery of the final product to the
client. IT delivery is the manner in which a corporation provides IT services, which include Frontend
development, Backend development, Data mining, Design and Quality Assurance. The professionals of
this department play role in various stages of service or product delivery.

The Project management Department. The project management department is committed to lead the
project from the very first stages. It closely works with the BizDev sub department — Sales — in order to
make sure that the project has everything that is needed to proceed with. In most companies, the project
management department is the weakest spot of the business since it does not have any standards, metrics
or practices that are usually applied for managing the project.

The Financial Department. This department along with the project management one hardly could be
called as an undependably functioning unit. In most cases the finance management is performed
throughout two price formation patterns: Fixed Price and Time & Materials but with the lack of
corresponding practices such as financial planning, reporting and controls, short- and long-term business
strategy, hedging, cash management, internal risk management, corporate finance, auditing and
accounting.

The Human Resource Department. The main function of the HR department at the company is
recruitment. Worth to note that the HR managers are also responsible to the Office management activities.
The recruitment part covers the following activities:

- determination of the organization's need in personnel,

- personnel selection together with the heads of other departments of the company;

- analysis of personnel turnover, search for methods to combat the high level of turnover;

- preparing the staff schedule of the company;

- registration of personal data of employees, issuance of certificates and copies of documents at the
request of employees;

- carrying out operations with employment records (receipt, issuance, filling and storage of
documents);

- onboarding of the new employees;

- maintenance of vacation records, drawing up schedules and registration of vacations in accordance
with current labor legislation;

- organization of employee appraisals; preparation of plans for advanced training of employees;

- organization of any corporate activity (holidays, birthdays, conferences, etc.).

Any small IT businesses is that it’s main goal is to settle on the market a gain the reputation of
trusted vendor of IT services. IT business works of the project base which implies that the main product is
a variable from a client to client and the management is functioning in constantly changing
circumstances. As it is stated in the definition of the project itself, the project is a temporary endeavor
undertaken to create a unique product, service, or result (Project Management Institute, 2013). The two
most important factors within that definition are depicted in Table 1:
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Table 1
The key factors of a project
Project
Temporary Unique
A project has a fixed beginning and No two projects are the same. Some projects

end. Because of this, there are two factors a_re_derived from previous projects (therefore
that come into play in virtually every similar) but they are never exactly the same. Even
project: time (deadlines) and money if_you had, for example, a project to produce_lOO
(budgets). These two factors are also fixed widgets for a customer, and then you are given

and the blurred these boundaries are the | @hother project to produce the same 100 widgets
more potential there is for a conflict among for the same customer, these are still two separate

stakeholders. projects because they have separate schedules
(deadlines).

Source: Own compilation

Additionally, to the constantly changing circumstances most of small IT businesses have to come
up with a custom solution for the company management as the attraction of a new clients on the IT
market is quite cost consuming and on the first steps usually the company would not have enough of
finance resources that could be allocated for the creation of an effective and workable organizational
structure which will meet all the requirement of a growing business. Which is why, early on in the
company's development (with the number of employees not more than twenty people on board) the
company management creates a simple line-functional organizational structure. This allows to provide a
transparent and easy manageable system that is applicable and effective for a small IT company.

Since the IT companies are working on the project base, it is often met that the resources are shared
between the projects within the company. This is made in order to provide a full-time occupancy of the
resources and create a workload within the company. The line-functional organizational structure implies
having one person in charge of all company’s activities. With a small number of people on the board the
company is able to stick to this organizational structure and remain profitable with fewer hiccups on its
way for quite a long time. However, when the business decides to update the company goal to the growth
this structure will undoubtable fail.

The average IT small company in Ukraine has approximately 30 to 80 people on the board. Such
companies most likely would have a weak matrix organizational structure. The weak matrix
organizational structure is useful in small companies (20-30 employees) when skills need to be shared
across departments to complete a task and can allow companies to utilize a wide range of talents and
strengths. The project manager or its lead is usually the one in charge of the whole power and decision-
making process within the project. Often, in the companies with such structures, solution of actual
problems of a department may lie beyond the authority of its head, for example, there are stable problems
with downtime or lack of people resources, you need to constantly pull out the team to assess incoming
projects. Problems are solvable, but they create discomfort.

The process of reengineering organizational structure in most cases is carried out without a proper
planning and is applied in no time at all again due to the lack of the finance resources and skilled
specialists who are able to smooth the transition process.

As it was mentioned earlier the IT companies are working on the project base (since the project is
its main product). This means that the project manager must be the main role within the project, however,
the weak matrix organizational structure usually implies that he or she performs the role of project
coordinator rather than project manager. On the scheme 1.1 we have depicted the operations inside weak
organizational structure.
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Account Manager | |

Backend Dev Fronted Dev Design Dev
Team lead Team lead Team lead
roject coordination
Project Staff Staff Staff
Manager 1
———————————————————————————— —-— o - =
Project Staff Staff Staff
Manager 2

Project Management Head

Project Staff Staff Staff
Manager 3

Scheme 1.1 The weak matrix organizational structure
Source: Own compilation

On the scheme above it is shown that this type of matrix organizational structure is most similar to a
traditional workplace hierarchy. A functional manager (team lead) oversees all aspects of a project and
acts as the primary source of decision making. While there is a project manager who also acts as a point
of authority, they ultimately answer to the functional manager.

The average small IT company several main roles that are included in the project:

1. The C-level of management: CTO (Chief Technical Officer) who is the head of the delivery
department and PMO (Project Management Officer) the head of the project management department.
These roles are responsible for the project entrance. Before the project would be started the CTO and the
PMO would have to decide based on the scope of the project to which functional manager (team lead)
they should pass on the formulation of the project team and to which project manager the project will be
assigned to.

2. The team leader. This role performer is the representative of a delivery department. The delivery
department consists of 5 sub-units: Frontend development, Backend development, Data mining, Design,
Quality Assurance. Each of the units has its own Team Leader. This position is occupied by a person who
has been selected among those ones who expressed a desire to become one within a particular sub-unit,
by the in-house voting. The team leader runs the sub-unit to which he or she has been assigned to. He or
she provides guidance, instruction, direction and leadership to a group of individuals (the team) for the
purpose of achieving a key result or group of aligned results.
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Once it has been decided on the scope of the project the team leaders of a corresponding sub-units
and the CTO will formulate the team of a corresponding developers. They will also make a decision on
whom will be taking the position of a project lead.

3. The project lead. This role performer is selected among the project team that has been formulated
earlier. Project lead within the weak matrix organizational structure is the main role who is responsible
for the project performance. This position implies close collaboration of the team lead and the project
manager performers.

4 The project manager. This person in this organizational structure performs the role of a project
coordinator. In his or her responsibilities included the responsibilities such as providing the transparency
between all the stakeholders of the project and the project coordination correspondingly.

To conclude the weakest spot of this organizational structure is the inoperative use of the project
management resources as well as the complicated information flows within the company. Any decision
that should made has to go through various levels of management which significantly reduces the main
competitive factor on any growing business — the flexibility.

To picture this let’s take a look at an example of projects management of the average small IT
company which has a weak organizational structure. In order to provide the full load of the resources it is
considered as a normal practice to share the developers across the projects. Usually, one developer would
work on several projects at the same time — these processes could be compared with the Japanese
Methodology Just-in-time (JIT) manufacturing, also known as just-in-time production or the Toyota
Production System (TPS). As the project is a temporary endeavor undertaken to create a unique product,
service, or result, each project would require developers with a different skill set on different project
phases.

Due to the fact that the role performers on the project usually take part in several projects at the
same time, the process of the project managing, and its boundaries are being blurred out. This creates a
confusion for the lowest unit of the delivery department — the developer. With the weak organizational
structure, the developer, would have several supervisors at one time and would not have a transparency of
the priorities between them. In the ideal world all the decision that are applied should be considered and
agreed by the top and middle management and only then shared with the project performers, however, in
the real world, in most cases each representative of managing layer would give the developer priorities
that could differ from the reality and/or the understanding of other managers.

Picture this, when a developer works on the project, depending on its type, he or she would have at
least two managers: project lead (the main developer on the project — is responsible for the technical part)
and project manager. What if developer has two active projects. Within small IT businesses it often
happens that one developer could take several positions at one time on different projects. For example,
developer has three projects: for the first one — provides a support; for the second — represents a project
lead; and for the third one actively works as a developer. Each of these projects would have its own
project manager and a team leader who do not have the communication processes set between them.
Because of this the projects and the developers are constantly suffering from the lack the quality of
management at the company.

RESULT AND DISCUSSION

After conducting our research, we concluded that the key factor that does not allows the small IT
companies to take the path of a growing businesses is the wimpy organizational structure. This line-
functional and the weak matrix organizational structure “ties up” the company’s management due to the
following reasons:

1. The complicated decision making paths;

2. The poor use of the project management resources.

As a concur solution for the above-mentioned structures we would like to suggest the small
businesses to take a look into implementation of a strong matrix structure. The strong matrix
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organizational structure provides the project manager with equal or more power than the functional
manager (team lead and/or project lead). The project manager has primary control over resources and
distribution of tasks. This type of structure is useful when skills need to be shared across departments to
complete a task and can allow companies to utilize a wide range of talents and strengths. There are
several benefits of implementing a matrix organizational structure within the workplace. These benefits
include:

1. Increased communication efficiency. A matrix organizational structure allows multiple
departments to easily communicate and collaborate on a project. Because employees report to multiple
managers (that would be clearly specified before the start of the project), as opposed to various
stakeholders, issues are resolved more quickly, and company-wide interaction is improved.

2. Improved employee motivation. In a matrix organizational structure, employees have much more
autonomy and input in projects. This type of structure encourages employee contribution and places a
higher value on workers' point of view. Matrix organization, employees work across multiple projects and
with various departments within the company. This increases employee interaction and promotes a better
sense of teamwork

3. Maximizes resource usage. This type of structure would allow the company resources to be
maximized because of how equipment and employees are shared across projects. A matrix structure also
would allow project managers to work in the areas of their expertise rather than being pulled across
multiple projects, boosting the overall contribution of their talents.

4. Increased employee professional development. A matrix structure will provide employees with
work across a wide variety of projects and require them to utilize and/or learn different skills. Being
exposed to various job duties and responsibilities can increase employee development and enhance their
professional skills. Nevertheless, it will also give the company the way to manage cross functional teams
— which will enable the management to reach the maximum efficiency of the resources use.

As we have mentioned before the strong matrix organizational structure implies that the project
manager would be the main authority within the project. Hence, the next step before applying the new
organizational structure would be to rearrange the project management department.

The first and the most important factor that the company management should pay attention to is the
proficiency of the project management role performers. Considering that the company who has the weak
matrix organizational structure most likely has weak performers of the project manager’s role since their
responsibilities cover only the project coordination. Which is why we believing the company
management would have to make either one of two possible decisions. The first solution would be to
replace the current members of the department with strong project managers. In order to carry out a
strong matrix structure the project management department should be one of the strongest departments
within the company. Now let’s identify what skill set should have a strong project manager
representative.

We may highlight such primary components of the role of the project manager:

1. The basics of architecture and Release management.

3. Planning.

4. Communication.

5. People Management.

6. Mastery of tools.

7. Management of requirements and documentation.

8. Budget management.

These are the skills the project manager would need to have in order to occupy the main role of the
project. Creating a strong project management team would help the companies to prosper by delivering a
high quality of services and products and effective use of the project management resources. This will
also allow the other role performers to dig dipper into their sphere of expertise by not spreading their
powers on the management rather than on the developing the project itself.

The second solution would be to stick with the team that the company already has but fulfill it with
additional resources. It is considered as a good practice along the HR management to have a proportion of
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highly skilled professionals and junior & middle level ones. This would help a company to create a
competitive environment in the team.

The second factor that is as important as the previous one is to create a document where would be
specified the relations within each department (and between the departments), the role representatives’
area of responsibilities, required skills of the role representative, the workload of each role, etc., before
applying any changes to the structure first. Every process, and how it is performed, who are the people
you may ask for help. Setting up such document will help the current employees and the fresh one to
easily infiltrate themselves with the new changes applied. This will also reduce the level of uncertainty
for the developers in particular, as the document would also specify who is responsible for setting the
priorities for a day/week.

Once the document that describes the new organizational structure and the skilled project managers
would we set, the company would be ready to start the reorganization. We believe that applying the
described above changes will create a proper structure of the company that will increase its profitability.

Below, on the scheme 1.2 it is shown what a strong matrix organizational structure for the small IT
company would look like.

Project Manager Head

- Project Project Project
Manager 1 Manager 2 Manager 3

S

= Proiect coordinaton T == o= == g

C | = em em oe— e == - e e = = = = 1 r ——————— —

= . .

S | Backend Dev Staff i Staff

8 [ Team lead

< \ ' '

e - L | - ————— - -

T Fronted Dev Staff Staff

Team lead

O
|_
O

Design Dev Staff Staff Staff

Team lead

Project
Management
L e e e e e - - |

Scheme 1.2 The strong matrix organizational structure
Source: Own compilation

The strong organizational structure is useful when skills need to be shared across departments to
complete a task and can allow companies to utilize a wide range of talents and strengths. It implies that
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the project manager with have equal or more power than the functional manager (team lead and/or project
lead). The project manager has primary control over resources and distribution of tasks.

The strong matrix organizational structure will help the company to overcome the disadvantages of
the weak one. The disadvantages can be countered in the following ways:

1. There will be close cooperation between the project manager and the functional manager to avoid
confusion and conflict.

2. Communication will be well defined and occur in all directions. This is important to gain support
from executives, managers, supervisors, and employees.

3. The strong matrix organization would also force business to communicate their vision,
objectives, and goals with their employees.

Since strong matrix structure implies that a project manager is the one who is responsible for the
distribution of the resources between the projects, it will help the company to set up proper informational
streams across the departments. In the strong matrix structure roles and responsibilities should be clear
and communicated to employees to avoid confusion.

With the above mentioned, we would like to strongly suggest to the growing IT companies’
management before applying any changes to the structure first to create a document where would be
specified the relations within each department (and between the departments), the role representatives’
area of responsibilities, required skills of the role representative, the workload of each role, etc. Every
process, and how it is performed, who are the people you may ask for help.

Setting up such document will help the current employees and the fresh one to easily infiltrate
themselves with the new changes applied. This will also reduce the level of uncertainty for the developers
in particular, as the document would also specify who is responsible for setting the priorities for a
day/week.

CONCLUSION

Setting up an effective organizational structure that will meet all the requirements and the
peculiarities of the business is a mast have for any company. The small IT businesses in most cases do not
pay attention to the planning phase of the company’s organizational structure rearrangement process due
to the lack of time and resources. However, by performing this investigation we’re now able to state that
as well as a strong base of the business (organizational structure) the planning phase plays one of the most
important roles in the rearrangement. Ignoring it would lead to the same result the small IT companies
already have — chaotic business processes; inefficient resource utilization; loss of flexibility of the
processes within a project as well as the whole company.

Considering all the efforts that are required for the rearrangement of the company for the growing
IT business we believe that the strong matrix organizational structure is an absolute “must-have”. It will
help the companies’ management to set up the processes where all the resources will be used effectively;
the informational flows will be transparent for all stakeholders evenly; and there will be no overload of
employees.
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BAKJIMBICTH BIIPOBAIKEHHSI BUIHOBIJTHOI OPTAHI3AIIIMHOI CTPYKTYPH JJI51
PO3BUTKY IT-KOMITIAHIN B YKPAITHI

Byxapina Jlroamuiaa MuxaiisaiBHa Byxapina Ouekcanapa OueriBHa
3anopisbKiil HayioHanbHUll YHigepcumem 3anopizbkiil HayioHanbHUll YHIGepcumem
3anopidcocs, Yrpaina 3anopidcocs, Yrpaina

Onnmenko Oxcana AHaToJiiBHA AKaouubka Hania CepriiBua
3anopisbkiil HayioHanbHUll YHigepcumem 3anopizvbkiil HayioHanbHUll YHIGepcumem
3anopidcocs, Yrpaina 3anopidcocs, Yrpaina

MeToro AaHOTO MOCIHiIKEHHSI € BHBUCHHS MPOOJIeM, 3 SKMMHU CTHKArOThcsa yKpainceki IT-
KOMITaHIi Ha NUIIXY CBOTO 3pPOCTaHHS 4Yepe3 BIJICYTHICTh €(QEeKTHBHOI Oi3HEC-CTPYKTYpPH.
JlocimipKeHHST  30CEepeKeH0 Ha CclIa0KMX Ta CHJIBHHX CTOPOHaX IIOTOYHOI OpraHi3amiitHol
CTPYKTYpH, SIKy B cepeaHbOMY Mae Oyab-skuil mamuii ykpaincekuii [T-06i3Hec. I[louaTkoBoro
OPUYMHOIO JUII PO3POOKH IIHOTO JOCHI/DKEHHS Oylio BHSBICHHS PIZHOTO CIPHHHATTS MK
iepapxiuHumMu  piBHAMH  BcepenuHi Mainoi IT-kommanii B Ykpaini. BuxopucrtoByrouun
JOCIITHUIBKHUH MiIX111, METOIO OYJIO BUSIBUTH IEPEIIKO/, 3 SKUMH cTUKaeThes [T-0i3Hec Ha nutsaxy
CBOTO PO3BUTKY, @ TaKOX OKPECIUTH HEOOXIIHICTh CTBOPEHHSI OpraHi3aliifiHOi CTPYKTypH, sKa
BpaxoByBaTHME BCi BUMOTH Ta ocobnuBocti [T-0i3Hecy. ¥ milt cTarTi aHAMi3yeThCsl YKpaiHCHKHUNA
IT-puHOK SIK OOMHMIIS, sIKA 3/IHCHIOE CBOIO MISIBHICTH B yMoBax 3MiH y XXI cromitti. ¥ 1pomy
KOHTEKCTI aHaNI3yIOThbcs MOTpeOM Ta oOvikyBaHHS mmMpokoro koma IT-Oi3meciB. Y crarTi
BUKOPUCTAHO TEOPETUYHHH mijxiA. BiH MiCTUTh aHami3 OTMsAy JITEpaTypH LIOA0 OpTaHi3aliifHuX
CTpYKTYyp, ormsiny IT-cekropy Ta mHHUTaHb, MO CTOCYIHOTBhCS 3pOCTaHHS Ta edekTtuBHOCTI [T-
KoMIaHii B Ykpaini. Pe3ynbraTi gociiikeHHs cBiq4arh, mo cnenudika [T 6i3Hec-cepenoBuina Ta
KOHIENIii opraHizanidHoro ympaiaiHHA [T 3HAYHOI MIpO BIUIMBAIOTH Ha €(QEKTHUBHICTH
yIPaBIiHHS 3pOCTAHHSAM Ta PE3yJIbTaTUBHICTIO Oi3HECY.

KirouoBi cioBa: MeHEIKMEHT, YyNpaBIiHHS MPOEKTaMH, OpraHizaiiiiHa cTpykrtypa, IT-
Oi3Hec.
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