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PECULIARITIES OF BUILDING THE VALUE CHAIN
OF THE IT-INDUSTRY OUTSOURCING ENTERPRISES

Abstract. The active development of information and communication technologies and the
enhancement of their impact on the world economy requires the search for new and adaptation of
existing tools and mechanisms of competitiveness management for the needs of the IT-industry
subjects. The peculiarities of building the value chain of the IT-industry enterprises have been
considered and the volumes of the global IT-companies market have been analyzed. When using the
value chain concept, an enterprise has the ability to identify and focus efforts on generating high-
order competitive advantages, which are relevant for high-tech 1T-companies. The value creation
chain helps to divide all kinds of activities into strategic groups for a detailed analysis of the
company, on the basis of which managers can better evaluate the stages at which the value of the
product is created and where the work of the enterprise can be optimized.

The necessity of adjusting the management of these IT-companies to determine their
competitive advantages has been substantiated. The competitiveness of the company has been
evaluated in the context of the influence of the main competitive forces and the main threats have
been identified. The directions of value chain modification for the needs of TEAM International
Services Inc. have been determined. An IT-industry value chain has been offered. It consistently
demonstrates the main and accompanying activities that shape product value on the example of US
outsourcing company TEAM International Services Inc. It is defined that in the process of building
a value chain for an outsourced IT-company, it is expedient to take into account the main stages of a
software product pricing. Such approach allows influence the company competitiveness, isolate
sources of international competitive advantages of the I1T-industry enterprises, namely: continuous
technological modernization, use of qualitative licensed software, adaptability of corporate policy
and culture, wide opportunities for company employees.

Keywords: IT-industry, outsourcing company, value creation chain concept, IT company
value chain, software product, competitive advantages, competitiveness.

JEL Classification G32, L1, L86

Formulas: 0; fig.: 3; tabl.: 5; bibl.: 12.

158


mailto:l.i.poddubnaya@gmail.com
mailto:nadiyaproskurnina@gmail.com
mailto:gorobinskayam@gmail.com
https://orcid.org/0000-0002-4296-8234

Iliooyona JI. 1.

O0OKMOp eKOHOMIUHUX HAYK,

npogecop xagheopu MidscHAPOOHOI eKOHOMIKU MA MEHEOHCMEHMY

308HIUHbOEKOHOMIUHOI isibHOCHI,

Xapxiscokuu HayionanvHuu ekonomiunuil ynisepcumem im. C. Kyzneys, Ykpaina;

e-mail: l.i.poddubnaya@gmail.com; ORCID ID: 0000-0002-9471-2820

Iliooyonuu 1. O.

KaHOUOam eKOHOMIYHUX HAYK,

npogecop kagheopu MidsCHAPOOHOI eKOHOMIKU MA MEHEOHCMEHMY

308HIUHbOEKOHOMIUHOI OisibHOCHI,

Xapxiscokuul HayionanvHuu ekonomiunuil ynisepcumem im. C. Kysuneys, Ykpaina;

e-mail: ivan.piddubnyi@hneu.net; ORCID ID: 0000-0003-3384-3584

Ilpockypuina H. B.

KaHOUOam eKOHOMIYHUX HAYK,

ooyeHm Kageopu MidkCHaAPOOHOI eKOHOMIKU MA MEHEOHNCMEHMY 308HIUHbOCKOHOMIUHOI OisIbHOCTI,
Xapxiscokuu HayionanvHuu exonomiynuil ynisepcumem im. C. Kyzneys, Yrpaina,

e-mail: nadiyaproskurnina@gmail.com; ORCID ID: 0000-0001-8587-0467

TI'opobuncoxka M.B.

KaHOUOam eKOHOMIYHUX HAYK,

ooyeHm Kageopu MidkCHaApPOOHOI eKOHOMIKU MA MEHEOHNCMEHMY 308HIUHbOECKOHOMIUHOI OIsIbHOCTI,

Xapxiscokuu HayionanvHuu exonomiynuil ynisepcumem im. C. Kyzneys, Yxpaina,
e-mail: gorobinskayam@gmail.com; ORCID ID: 0000-0002-4296-8234

OCOBJIMBOCTI NOBYJ1OBHU JIAHIIIOT'A BAPTOCTI
AYTCOPCHUHI'OBUX HIAINPUEMCTB IT-T'AJTY3I

AHoTanisi. AKTUBHUI PO3BUTOK 1H(OPMALIHO-KOMYHIKAI[IHWHIUX TEXHOJIOTIH | TOCHICHHS
iXHBOTO BIUIMBY HAa CBITOBY EKOHOMIKY BHMAara€ IOINYKY HOBHMX 1 MPHCTOCYBaHHS HasBHUX
IHCTPYMEHTIB Ta MEXaHI3MIB YIpPaBJIiHHSA KOHKYPEHTOCIIPOMOXKHICTIO Mix moTpedu cy6’extiB IT-
ramy3i. PosrmsgHyro ocobnmBocTi moOymoBM JaHIfora BaprocTi minmpuemctB IT-ramysi Ta
npoaHaizoBaHo o0csiru cBiroBoro puHKy IT-komnawniii. JlaHior cTBOpEeHHsS BapTOCTI JOMOMarae
PO3AUIMTH BCI BUAM IISUTBHOCTI Ha CTPATEridHi TPyHH 33 AETAIBHOTO aHajli3y KOMIIaHii, Ha
OCHOBI SIKOTO MEHEKEpU 3MOXYTh Kpalle OLIHUTH €TalH, Ha SKUX CTBOPIOETHCS BaPTICTh
NPOIYKTY 1 Jie MOKHA ONTUMI3yBaTu poboty mianpuemctsa. [locunenns BBy [T-kommnaHiid Ha
€KOHOMIYHHUI PO3BUTOK MOTpeOye BH3HAYCHHS OCOOJIMBOCTEH MEHEIKMEHTY IIMX OpraHizaimii Ta
3MiH MiJ XHI TOTpeOU HAasABHUX IHCTPYMEHTIB aHanizy. OOrpyHTOBaHO HEOOXIAHICTh KOPUTYBAHHS
MeHeKMeHTy |T-koMmaHii Ui BU3HAUEHHS iXHIX KOHKYPEHTHHX mepeBar. IIpoBeneHo OILiHKY
KOHKYPEHTOCIPOMOXKHOCTI KOMIaHii y paMKax BIUIMBY OCHOBHMX KOHKYPEHTHHX CHJI 1 BUSBIICHO
OCHOBHI 3arpo3u. BuzHaueHo HampsMu Mojudikaimii JaHIfora BapTOCTi Mix MOTpeOM KoMIaHii
TEAM International Services Inc. 3anpomnoHoBaHo JNaHIIOr BapTocTi miAnpueMcTB IT-ramysi, sskuit
MOCIIIOBHO JIEMOHCTPY€ OCHOBHI Ta CYNPOBIAHI BHIU MISJIBHOCTI, IO ()OPMYIOTH BapTicTh
NPOAYKTY Ha MPUKIAAI aMepukaHcbkoi ayrcopcuHroBoi kommnanii TEAM International Services
Inc. Buznaueno, mo y mpoiieci moOyIoBH JIaHIIOra BapTOCTi Ajisl ayrcopcuHroBoi IT-kommanii
JOLUIBHO BPaxOBYBATH OCHOBHI eTamu (OpMYyBaHHS BapTOCTI MPOTPaMHOTO Npoaykry. Takuit
MiAXiJ J03BOJSE BIUIMHYTH Ha KOHKYPEHTOCIPOMOXKHICTH KOMIIaHil, BUOKPEMHUTH JDKEpelna
MDKHApOJHUX KOHKYPEHTHUX mepeBar mignpueMmctB IT-ramysi, a came: mocTiiiHa TEXHOJOTIYHA
MOJIEpHI3allisl, BAKOPUCTAHHS AKICHOTO JIIIEH30BaHOTO MPOTPaMHOTO 3a0e3MeueHHs, a1alTHBHICTh
KOPIIOPATUBHOT MOJITUKY 1 KYJIBTYPH, IIMPOKI MOKIMBOCTI /ISl IPALlIBHUKIB KOMIIaHii.

Kntouoei cnoea: 1T-ramy3p, ayrcOpCMHTOBa KOMIIaHIis, KOHIICMIiS JAHIIOTAa CTBOPEHHS
IIHHOCTI, JaHuior BaprocTi IT-kommaHii, mnporpaMHHMH NPOAYKT, KOHKYPEHTHI TIepeBaru,
KOHKYPEHTOCIPOMOXKHICTb.

®opmyn: 0; puc.: 3; Tadm.: 5; 6i6x1.: 12.
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OCOBEHHOCTH INIOCTPOEHMS NEITOYKU CTOUMOCTH
AYTCOPCHHI'OBbIX KOMIAHHUM IT-OTPACJIH

AHHoTanms. PaccMOTpeHbl 0COOCHHOCTH TOCTPOCHHUS IETIOYKH CTOMMOCTH MPEIIpUsATHIA
IT-oTpacnu u mnpoaHanu3upoBaHbl 00BEMBI MHPOBOro pbiHKA [T-kommanmii. OOGocHOBaHa
HEOOXOMMOCTh KOPPEKTHPOBKH MEHEKMEHTAa JTHUX OpraHu3alMid Ui OINpeNeNeHus HX
KOHKYPEHTHBIX MpeumyinecTB. OrnpeesneHbl HaNpaBiIeHUsT MOIU(PHUKAIMU IETIOYKH CTOMMOCTH C
yueToM moTpeOHocTelt kommanuu TEAM International Services Inc. TlpoBemena oreHka
KOHKYPEHTOCIIOCOOHOCTH KOMIAHMM B paMKax BIUSHHUS OCHOBHBIX KOHKYPEHTHBIX CWJI U
BBIABJIICHBI OCHOBHBIE Yrpo3sl. IIpemioikeHa mnemoyka crouMoctd mpeanpuaruid IT-orpaciwy,
KOTOpasi IOCJIEJOBATEIbHO IEMOHCTPUPYET OCHOBHBIE M COIIYTCTBYIOIIME BUJIBI JEATEIBLHOCTH,
(dbopMuUpyIOIIEe CTOUMOCTh MPOAYKTa Ha MpPUMEPEe aMEPHUKAHCKON ayTCOPCHHIOBOM KOMIIAHWUU
TEAM International Services Inc.

Knwueswvie cnosa: 1T-otpacib, ayrcOpCUHIOBasi KOMIAHUsA, KOHUEMUUS LETMOYKU CO3TaHus
LIEHHOCTH, Lernodka croumoctd IT-xkomMmaHum, MNporpaMMHBIA NPOAYKT, KOHKYPEHTHBIE
MIPEUMYIIECTBA, KOHKYPEHTOCIIOCOOHOCTbD.

@®opmyn: 0; puc.: 3; Tabm.: 5; 6ubn.: 12.

Introduction. Operation of any company is a set of actions that are undertaken to design,
produce, market, deliver and maintain the competitiveness of their products or services in the target
market. In today’s dynamic conditions of competition development in the markets there exists the
creation of new tendencies, among which there is a constant monitoring and increase of an
innovative component efficiency in the process of development of a new product or service. Factors
of production, such as knowledge and information, are beginning to actively influence the value
formation of a product, which is one of the prominent factors of long-term economic partnership
with all participants in the process of creating the value chain of the enterprise. The active
development of information and communication technologies and the enhancement of their impact
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on the world economy requires the search for new and adaptation of existing tools and mechanisms
of competitiveness management for the needs of the IT-industry subjects.

The purpose of this article is to identify the features of the value chain of outsourced IT-
companies as an effective tool for managing their competitive advantages and the competitiveness
level.

Value chain is a strategic analysis model that describes and identifies business actions to
create value for the consumer and generate competitive advantages. Using of the value chain to
determine enterprise competitiveness was first suggested by McKinsey employees in the quarterly
«Strategic Choice and Resource Allocation» report in the article «Competitive Value Analysis» [1]
in 1980. They built the value chain to create McKinsey competitive advantage management
consulting.

In 1985, M. Porter proposed a more sophisticated value chain in his monograph
«Competitive Advantage: How to Achieve High Performance and Provide Its Firmness» [2]. The
value creation chain helps to divide all kinds of activities into strategic groups for a detailed
analysis of the company, on the basis of which managers can better evaluate the stages at which the
value of the product is created and where the work of the enterprise can be optimized.

Research analysis and problem statement. Modern researches of the concept of formation
of the goods (services) consumer (cost) value are reflected in the works of domestic scientists, in
particular, Ye.V. Krykavsky, N.l. Chukhray, T.L. Mostenskaya, O.S. Omelnichenko, V. Basilevich
and foreign ones, in particular, Steibell Ch.B, Feldstad O.D., Andersen B. [1—7].

Thus, O.S. Omelchenko notes that the concept of the value creation chain accentuates
attention not only to the processes occurring inside the enterprise, but also takes into account the
processes of the external environment, that is why it is an effective tool for managing the enterprise
costs [4].

Krykavskyy Ye.V. and Pator-Vysotska Z. propose to distinguish three stages of the value
chain functioning: stage 1 — construction of the value chain using M. Porter model; stage 2 —
deconstruction (analysis) — identification of contradictions, disorganizing elements, unnecessary
processes that do not add value; stage 3 — reconstruction (synthesis) — creation of a new value
chain [3].

Scholars B. B. Stabell and O. D. Feldstad have introduced the concepts of «value creation
workshop» and «value creation network», which are the basis for an alternative value chain model [8].

When using the value chain concept, an enterprise has the ability to identify and focus
efforts on generating high-order competitive advantages, which are relevant for high-tech IT-
companies. But the peculiarities of using the cost (value) model to manage the competitiveness of
IT-companies are not sufficiently covered in scientific literature.

Research results. The IT-industry is rapidly maturing, leading to a steady increase in
competition in all its segments. The impact of information and communication technologies on
business has led to an increase in the financial result of IT-companies and their ousting of
companies operating in the traditional fields of extractive industry and production from the first
places in the financial rating (Table 1, Fig. 1).

Table 1
Global Top companies with the largest absolute increase
in market capitalisation 2019 vs. 2009

Company name Change o m_arket . I\/_Iarl_<et Market capitalisation
($bn) Sector capitalisation capitalisation 2019 2009 ($bn)
2009-2019 ($bn)
Amazon.com Consumer Services 843 875 31
Apple Technology 802 896 94
Microsoft Technology 742 905 163
Visa Financials 272 314 42
JP Morgan Financials 232 331 100

Source: compiled by the author according to statistical reporting [9].

161




Microsoft
1000 - Apple 905
851
S A A
é 800 - 725 -
= 700 - Apple
(=]
£ 600 JExxon Exxon 559 Apple
2 500 | Mobil Mobil Apple 469
£ - PetroChina 417 416
g 400 | 337 329
Z 300 -
= 200
= i
= 81 85 76 88 97 99
69 70
oo | 40 o1 ¥ o . ———— o * *
0 '___..—f v v -
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
—e—Number 1 —S—Number 100
Fig. 1. Market capitalisation of top and bottom companies
Source: [9].

In 2019, the global ICT market reached $ 3.74 trillion, an increase of 0.5% from 2018
(Table 2), more than double the capacity of the oil market.

Table 2
Development of components of the ICT market in 2019
Components - = 2019 p.
Spending, trillion US doll. Growth,%
Data Center Systems 0.205 -2.7
Enterprises Software 0.456 8.5
Devices 0.682 -4.3
IT Services 1.030 3.6
Communications Services 1.364 0.5
Overall ICT 3.737 0.5

Source: compiled by the author according to statistical reporting [10].

The highest growth — by 8.5% to $ 456 billion — in 2019 is demonstrated by annual sales
of corporate software. For the first time ever, IT spending exceeded $ 1 trillion and amounted to $
1.03 trillion. This segment has showen an increase of 3.6%, which is almost the best dynamic
among all ICT categories. According to a Gartner poll, 46% of organizations say IT services and
provider consolidation are among the three most effective expenditure optimization methods.

Thus, the IT-companies impact intensification on economic development requires
identifying management features of these organizations and adjusting the existing tools of analysis
and identifying competitive advantages to their needs. At present, Ukraine is one of the most
promising high technology and innovation markets in Central and Eastern Europe, being in the
process of integrating Ukrainian markets with the EU countries markets, receives a strong impetus
for the active integrated development of its own IT-sector, the most developed and the most
economically advanced segment in Ukraine [11]. Since most of the domestic companies in this field
are outsourced, taking into account characteristics of these organizations is advisable in developing
methodological recommendations for determining competitive advantages and assessing the level of
competitiveness of individual I1T-enterprises [12].

The problem of maintaining its positions in the market and increasing its own
competitiveness is a pressing issue for any IT-company, as the finding of the optimal competitive
advantage strategy based on the value chain of outsourced IT-companies is a key to success in
growing competition.

Table 3 shows the analysis results of the enterprise TEAM International Services Inc.
competitiveness modelled on M. Porter five competitive forces in the context of considering their
impact on the competitive positions of the company.
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Table 3

The analysis of the impact of five competitive forces on TEAM International Services Inc.

competitive position

Power The degree .
" . Characteristic
competition | of influence
In the IT market, there is a high likelihood of analogs to those software products being
Appearance . - : , -
- developed by firms. However, with TEAM International’s focus on meeting the needs
of substitute Average - : .
roducts of most regular customers w_|th the developmer]t of customized IT prodL_Jcts, it can be
P concluded that the degree of impact of the substitute products occurrence is medium.
The IT market is highly competitive. Its main leaders — EPAM, Luxoft — are
Intra- represented in the US, Ukraine. The range of technologies and platforms they use is
industry High much larger than those used by TEAM International in its activities. In addition,
competition according to many ratings, EPAM, Luxoft, Ciklum are among the leaders in the global
IT market, while TEAM International is a growing company.
The The IT industry is growing fast, so the number of new competitors is growing every
year, despite the average level of investment. However, the emergence of a new
emergence S . . , A
of new Average competitor in one market may not interfere ywth t_he company’s activities in the same
competitors company with another one, so the geographical diversification of activities owned by
P TEAM International can significantly reduce the risks of new competitors.
Loss of The client structure of TEAM International accounts for almost 53% of regular
customers . customers who have been cooperating with the company for a long time and are key
High . . , . o
factors in shaping the company’s profit. The loss of such customers can significantly
threaten the enterprise.
Instabilit IT vendors can be understood as software companies using enterprise software and
'y Low computer hardware. As the current IT market is sufficiently developed, with the loss of
of suppliers . -
one software provider, one can find an analog.

As to the competitive position of TEAM International Services Inc. it is strongly influenced
by intracranial competition and customers, which is an incentive to improve the competitive
strategy in marketing and production.

TEAM International Services Inc. Competitiveness Analysis 2015—2017 (Table 4) allows
us to estimate the competitive position in the dynamics.

Table 4

Performance Indicators for TEAM International Services Inc. using the method based

on effective competition theory in 2015—2017

Competitiveness Criteria and Indicators ‘ 2015 ‘ 2016 ‘ 2017
Efficiency of the enterprise production activity
Development costs of 1 software, thousand UAH 544.28 527.22 528.40
Software Profitability,% 1.96 211 1.97
Labor productivity, thousand UAH / person 16.52 19.69 19.71
The coefficient of the total staff movement 0.25 0.22 0.28
Financial condition of the enterprise
Autonomy ratio 0.92 0.96 0.91
Current ratio 20.11 1.11 8.50
Absolute liquidity ratio 4.94 4.62 2.96
The turnover ratio of working capital is 0.19 0.17 0.22
Efficiency of sales organization and goods promaotion
Return on sales,% 0.67 0.65 0.65
Clutch.com rating 4.30 4.60 4.75
Number of regular customers 6.00 7.00 10.00
The efficiency ratio of advertising and sales promotion -0.06 0.81 0.24
Product Competitiveness

Quality software / addition ‘ 5 6 7
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Thus, most of the indicators were improved between 2015 and 2017, indicating that TEAM
International Services Inc. has increased its competitiveness. Table 5 presents the group and overall
competitiveness ratios of the company in 2016, 2017.

Table 5
The result of TEAM International Services Inc. competitiveness ratio calculations
in 2016, 2017
Indicator 2016 2017
Efficiency of the enterprise production activity 1.65 1.87
Financial state of the enterprise 2.9 3.93
Efficiency of sales organisation and goods promotion 2.78 2.73
Goods competitiveness 3.3 3.3

General competitiveness indicator 10.63 11.82

TEAM International Services Inc. competitiveness analysis has identified the company
potential by implementing a value chain to create competitive advantage.

Taking into account the enormous and undeniable impact of the rapid development of
information and communication technologies (ICTs) on the world economy, M. Porter value chain
does not make it possible to evaluate the value creation process of software because it does not
cover specific IT related activities. It will be appropriate to modify M. Porter’s Unified Value Chain
to consider the main competencies of all organizational units involved in creating software products
at TEAM International Services Inc.

The basis of a modified value chain is to lay the process of creating a software or
application, starting with a business idea and ending with the decommissioning and utilization of
the product. In order to build the value chain of an IT-company, it is necessary first to consider the
main steps (stages) related to the development and implementation of the software product (Fig. 2).

Product research activities are related to the process of their conceptualization, which is
carried out through the development of the product vision, its fundamental research, the choice of
implementation tools.

Operations to select the components of a future IT-product are one of the most important
steps in creating it. The choice of components corresponds to entering logistics for industrial
enterprises. Product development is a major factor in cost formation as it involves most of the
stages of software creation (software development): requirements and action plan development,
software design, development, code documentation creation, quality verification and validation.

User documentation-related activities consist of steps that document the principal
functionality and features of the end-user software (reviews of the creation of electronic instructions
documents that are subsequently passed to the user along with the IT-product) (Fig. 2).

The final product preparation consists of several steps: assembling, production, packaging.
Assembling comprises the IT-product integration with the accompanying custom documentation.
Manufacturing is a set of actions for building physical carrier containing a software product.
Packaging is the final step in pricing a software product, as it involves physical assets responsible
for delivering the IT-product to the customer.

The principal feature of IT-products promotion policy is that IT-marketing is focused not
only on the sale of a single software product, but also on customer search, which is confirmed by
the fact that most 1T-companies, together with the marketing department, create a sales department,
the main purpose of which is to search potential customs.

Product introduction consists of its installation, adjustment and adaptation. The installation
involves the process of transferring program files to the client’s information system. The installation
phase guarantees that all relevant functions will be performed correctly within a specified time. The
configuration of the IT-product involves choosing the parameters and modifications that the
customer needs in his activity. The adaptation of the software product is responsible for changes in
functionality in the business processes of the client company.
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Fig. 2. Basic steps (stages) of IT-product pricing (developed by the authors)

Training and certification activities consist in educating the client company and users how
the program works. The certification process is the final level of training that confirms the level of
the program mastering by those users who will directly use IT-product in their future activities.

As part of its support and maintenance activities, the software product is updated with new
configurations which help to solve system mistakes issues and improve product functionality.
Auxiliary maintenance and support operations consist of designing, developing, and validating of
software requirements.

Operating activities ensure the performance of software functions in the information system.
By constantly monitoring its performance, it is possible to control the system «behavior» and
minimize the costs of possible losses. It is necessary to regularly plan, perform, administer and
defend regular reserved data copies. An important step of the operational activity is to upgrade the
IT-product to its lifecycle stage.

Product replacement actions are usually similar to recycling. The replacement involves
«data migration» and shutdown. Further actions depend on the replacement of the existing system
by the alternative one or the complete rejection from it. If the customer company decides to
introduce an alternative software product, synchronization between the new and existing systems is
required. If the customer refuses to fully operate the product, then the software operation will be
suspended first, and then non-invasive recycling of confidential information and data used during
the lifetime of the I1T-product will begin.

Based on the analysis of the main IT value creation actions, it is possible to build a value
chain which consistently demonstrates the principal and accompanying activities that form the value
of an IT outsourced product, built on the example of US outsourcing company TEAM International
Services Inc. (Fig. 3).
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Fig. 3. IT outsourcing company value chain (Developed by the authors)

Conclusions. Thus, the assessment of the company’s competitiveness in the context of the
influence of the main competitive forces has revealed the main threats, among which is growing
intra-industry competition and customers loss. Assessment of the dynamics of competitiveness
change has showen that the competitiveness of the company has positive dynamics. On the example
of TEAM International Services Inc. it has been demonstrated the peculiarities of building the value
chain of the IT-industry enterprises and the directions of this tool modification to their needs have
been determined. It is defined that in the process of building a value chain for an outsourced IT-
company, it is expedient to take into account the main stages of a software product pricing. Such
approach allows influence the company competitiveness, isolate sources of international
competitive advantages of the IT-industry enterprises, namely: continuous technological
modernization, use of qualitative licensed software, adaptability of corporate policy and culture,
wide opportunities for company employees.
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