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MANAGEMENT CHALLENGES IN THE IT SECTOR
IN CENTRAL EASTERN EUROPE (CEE) IN 2024

This article aims to demonstrate the research outcomes and concrete recommendations for
managers on what can be done to deal with challenges that the IT sector faces in the CEE region in
2024 due to the global IT industry crisis. Obtained scientific results are based on general scientific
and special methods that include logical and theoretical generalization, analysis, and deduction. The
situation in the IT sector is viewed from different angles: global trends, economic situation, financial
regulation by government institutions, declining demand, and intensified competition from cheaper
labor in Asian countries, particularly India. The Ukrainian IT industry, in particular, is undergoing
severe trials due to the full-scale russian invasion, and decreasing demand for services. One of the
most visible indicators of this decline is the reduction in workforce within the largest Ukrainian
companies, such as EPAM Ukraine, SoftServe, GlobalLogic, Luxoft, and Ciklum. Key contributing factors
include rising capital costs driven by increased interest rates in the US and other leading economies, which
have restricted IT companies’ access to affordable external financing, making it difficult to invest in
innovation and growth. Additionally, the full-scale war in Ukraine has brought unprecedented challenges,
particularly for IT management, requiring swift and effective decision-making to address issues such as
power outages, staff mobilization, and increased managerial burdens due to workforce reductions. The
article focuses on researching the details of CEE IT sector, strategic management choices, and tactical
techniques to enhance managerial efficiency. Emphasis is placed on whether note-taking can be
recommended as a fundamental tool for improving management effectiveness. The research examines the
impact of global economic factors, workforce optimization, and cross-cultural communication, with the
goal of identifying resilient and innovative management practices that can support sustainability and
growth within the region’s IT industry amidst ongoing challenges.

Keywords: IT crisis, IT industry, IT outsourcing, effective management, cross-cultural communication,
cross-cultural differences, workforce optimization, innovative management, challenges in IT in 2024,
note-taking.

Formulation of the problem. The primary problem addressed in this research is the current state of
the IT outsourcing industry in the CEE region which led to the increased demand for higher managerial
efficiency amid an economic downturn, global competition, and regional instability. Managers in IT
companies face heightened pressures from several converging crises: the global economic environment
with rising interest rates, increased competition from low-cost labor markets, and the destabilizing
impact of the war in Ukraine. This research investigates how IT managers can maintain and potentially
enhance their efficiency and effectiveness to deal with these challenges as well as which strategic
choices were made by companies top management. Given the rapid shifts in labor markets, financial
constraints, and operational disruptions, managers are required to adapt quickly, process large volumes
of information accurately, and make timely decisions. Given the heightened pressures IT managers face
in times of crisis, effective information management becomes crucial. Note-taking is explored in this
article as a potential tool for improving managerial efficiency under challenging conditions. By
organizing and capturing essential information, managers can enhance memory retention, streamline
decision-making, and maintain focus on high-priority tasks. This approach aims to alleviate the cognitive
load that comes with managing complex projects in uncertain environments, ultimately supporting more
effective responses and decision-making processes.

Purpose of the article. The purpose of this article is to analyze and evaluate the challenges that
the IT outsourcing industry in the CEE region is facing in 2024 and the efficacy of management
decisions. Ultimately, the article aspires to offer recommendations for IT managers to optimize their
effectiveness and make the right decisions while dealing with the challenges described in the article.
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Analysis of recent research and publications. The analysis of recent publications on the subject of
the study shows that many IT companies are open about their actions towards Business Continuation
Plan execution due to the war in Ukraine. It manifests itself by public announcements of milestones such
as acquiring another company. However, scientists concluded [1] that the number of publications
regarding the IT industry, particularly in Ukraine, is declining. Scientists have not been focused on
creating comprehensive research on the IT industry, particularly the outsourcing IT industry in the CEE
region where the biggest IT outsourcers are Ukraine and Poland [2]. Within the context of the CEE IT
sector, research by the IT Ukraine Association [3] highlights challenges unique to the region, such as
disruptions caused by military actions and workforce mobilization. These studies reveal that maintaining
productivity and decision-making efficiency under such circumstances requires adaptive management
strategies, including efficient information processing and rapid task prioritization.

Studies on learning, academic performance, and memory emphasize the critical role of organi-
zational tools, such as note-taking, in supporting managerial focus, decision-making, and resilience
(Salame et al., 2024) [4]. Research by Piolat, Olive, and Kellogg (2004) demonstrated that note-taking
enhances cognitive processing and memory retention, allowing managers to better integrate and recall
information, which is essential for managing high-stress environments [5]. The interplay of these
factors has led to increasing attention on note-taking as a flexible, low-cost method to enhance
management efficacy, particularly in regions facing socio-political and economic disruptions. This
article builds on recent findings to investigate whether note-taking can serve as a key tool for
managers, helping them navigate these complex challenges and maintain productivity and resilience.

Presentation of the main research material. The study addresses critical challenges faced by the
CEE IT sectors in the face of both global economic shifts and regional instability because of russia’s
full-scale invasion of Ukraine. During the COVID-19 pandemic, demand for digital products and
services surged as people worldwide were compelled to work, study, and entertain themselves from
home. This led many tech companies to actively hire new employees to meet the growing demand. For
example, video conferencing services like Zoom (+50%) [6] and remote collaboration platforms such
as Microsoft Teams (+70%) [7] and Slack (+80%) [8] saw unprecedented user growth. E-commerce
ecosystems, including Amazon (+40%) [9] and Shopify (+47%) [10], also benefited from the rise in
online shopping. In response, companies expanded their teams, invested in infrastructure, and
launched new projects, expecting the trend to continue. However, by 2022, the situation began to shift.
With pandemic restrictions easing, people spent more time outside their homes, returned to offices,
and traditional businesses resumed their operations. Demand for some digital services stabilized or
even began to decline. Companies that had based their forecasts on the continuation of pandemic
trends found themselves needing to reassess their strategies.

Over the past years, the IT industry in CEE has been pressured by several factors, including high
interest rates, and inflationary and intense competition from countries with lower labor costs like
India. An increase in interest rates by the Federal Reserve[11] and other central banks raised the cost
of capital. For IT firms relying on external financing, this trend has limited their ability to fund new
projects and expand operations. Investors have less money and they choose more carefully where to
invest which reduces the demand for IT services. IT companies across CEE faced increased financial
constraints, limiting growth opportunities and investment in innovation. This manifested itself in many
companies doing huge layoffs. FAANG companies (Facebook (Meta), Amazon, Apple, Netflix,
Google (Alphabet)) also were affected by the crisis:

—in June 2022, Meta (Facebook) announced a layoff of more than 11000 employees which was
13% of entire workforce [12]. It was a reaction for lowering revenues and not materialized investments in
Metaverse;

—1in December 2022, Amazon began a layoff process affecting around 18,000 employees by early
2023. The primary reasons were the slowdown in online sales growth and the need to optimize costs [13];

—while Apple avoided mass layoffs, the company implemented a hiring freeze across most
divisions and focused on cutting costs due to a slowdown in demand for its products [14];

— following its first subscriber loss in a decade, Netflix laid off around 450 employees in May and
June 2022 to reduce costs and adapt to new market conditions [15];

—in January 2023, Alphabet (Google) announced a reduction of 12,000 jobs, accounting for
approximately 6% of its global workforce, due to a slowdown in revenue growth and the need to
improve efficiency [16];
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Research shows that IT outsourcing companies in CEE are not announcing layoffs but based on the
publications where the number of employees is declining we conclude that IT outsourcing companies also
had to lay off personnel. In Ukraine the layoff situation is worse than other CEE countries because of the
ongoing war. See examples below:

—EPAM is one of the largest IT companies in Ukraine, with offices in many cities, including Kyiv,
Lviv, Dnipro, Odesa, and others. In January 2023, the company’s workforce decreased by 1,225 people,
nearly 11% of the total headcount. As of January 2023, EPAM employed 10,405 people, reflecting a
reduction compared to the previous year, while a large number of employees were relocated to other
countries, particularly in the EU. The company is currently opening new offices in Poland and Romania
to offset losses in the Ukrainian market and as part of its customer support policy [17];

— another leading Ukrainian IT company, SoftServe, reduced its workforce by 1,468 employees,
representing approximately 22% of its total staff. In January 2023, the company had 7,393 employees
compared to 9,450 at the start of the year. These reductions are due to decreased demand for IT
services as clients relocate and business operations are optimized in response to the crisis. Meanwhile,
the company has optimized its operations in Ukraine and is opening offices in Mexico, Colombia, and
Romania [18];

— GlobalLogic also faced losses, reducing its workforce by 444 employees, around 7% of its staff.
At the beginning of 2023, the company had 6,467 employees. This decrease is attributed to changing
economic conditions and the relocation of a significant portion of employees to other countries. The
company continues to expand in Europe, opening new positions and offices, notably acquiring the
Romanian IT company Fortech at the end of 2022 [19];

CEE IT companies
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Figure 1. Number of employees in top 10 IT companies in Ukraine over the years.
The author’s own work is based on publicly available reports

In Figure 1 we can see how the number of employees peaked in 2022 and has been declining since
then up until July 2024 (latest data from the source [20]).

The research also shows that CEE companies have started actively seeking opportunities for
collaboration with Indian subsidiaries and affiliated companies, maintaining their competitiveness by
combining the high expertise of CEE developers with the more affordable workforce available in India.
Specifically, EPAM [21] has offices in cities such as Hyderabad, Pune, and Bengaluru. Indian branches
offer services in software development, data analytics, cloud solutions, and cybersecurity. Luxoft has
established offices in Bengaluru [22], specializing in solutions for the automotive, financial services, and
technology sectors. SoftServe operates an office in Bengaluru focused on data analytics, cloud solutions,
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and artificial intelligence. GlobalLogic is actively working in India, with offices in Bengaluru, Gurgaon,
Pune, and Noida [23]. Ciklum has affiliated offices in Chennai [24], working on projects for the retail,
healthcare, and financial sectors. DataArt [25] has branches in Bengaluru and Pune, handling projects for
the healthcare, financial, and travel industries. Collaboration with «lower-cost» locations allows companies
to reduce overall project development expenses by employing Indian specialists but increases managerial
workload because of new day-to-day issues appear such as cross-cultural difference.

Since 2022, the war in Ukraine has significantly disrupted the operational landscape for Ukrainian IT
firms. Key challenges include unstable power supplies, staff mobilization, and the increased need for
managerial agility. Companies encountered unprecedented logistical difficulties, often requiring
immediate relocation of employees to safer regions or even abroad. Additionally, frequent power outages
due to attacks on infrastructure compelled firms to invest in backup energy solutions, directly impacting
their operational budgets. The mobilization of Ukrainian male workers, who form a considerable portion
of the IT workforce, has led to a notable decrease in available talent, increasing the pressure on the
remaining staff. Management teams, often impacted by these mobilizations, have had to adjust rapidly,
with fewer managers overseeing larger teams or additional projects. Sometimes managers have to start
working with the team three times bigger, for example, instead of handling one project for 50 engineers
managers have to start handling 3 projects for 160 engineers. This has created a demand for team
flexibility and resilience, with companies investing in alternative staffing arrangements, training existing
staff for management roles, and relying on cross-functional collaboration to maintain project continuity.

Conclusions. The CEE IT industry overview presented in the research outlines how the work
conditions for managers have changed over the past few years. The environment has become more
demanding and the need for efficient management has grown. Challenges for managers in Ukraine are
exceptional, maybe even unprecedented. Tightening cooperation with Asian countries such as India brings
new issues to deal with such as cross-cultural differences. Work in such conditions requires creative out-of-
box thinking as well as efficient execution of tactical tasks. To handle increased workload there is a need to
have proper tracking of what has to be done and execution progress. According to studies [5], note-taking is
a highly effective technique to deal with large quantities of information but the process or mastering note-
taking also has its learning curve. The study actualizes the need for further in-depth research of the topic of
managerial efficiency and note-taking as an instrument for achieving it.
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s cmammsa mac ma memi NPoOOEeMOHCMPYSamu pe3yromamy OOCHONCEHHS. WA KOHKPEmHi
pexomenoayii 0 mMeneddcepie Wooo moco, w0 MOICHA 3p0oumu 0151 NOOOJAHHS BUKIUKIB, 3 AKUMU
cmukaemocs IT-cexmop y pezioni Llenmpanvnoi ma Cxionoi €sponu y 2024 poyi uepes enobanvhy
kpusy IT-indycmpii. Ompumani Haykosi pe3yromamu 6a3yI0mucs Ha 3a2aIbHOHAYKOGUX | CHeYiaibHUX
Memooax, wo 6KIUAMb N02IUHe Ma meopemuyne y3a2anvienus, ananiz i dedykyio. Cumyayis ¢ IT-
CEeKmopi  po32sA0AEMbCsl 3 PI3HUX KYmig: 2100anbHi mpeHou, eKOHOMIYHa cumyayis, @inancose
PE2YNI0BAHHS 0EPHCABHUMU YCIMAHOBAMU, 3HUNCEHHS NONUMY Ma HOCUNEHHSA KOHKYPEeHYii 3 OOKY
Oewieguioi pobouoi cunu 6 asiticbkux Kpainax, 3oxpema Inoii. Yxpaiucexa IT-indycmpis, 30kpema,
NnpOXoOUms 8aXHCKI BUNPOOYEAHHA Yepe3 NOBHOMACUWMAOHe POCilicbke 8MOPSHEHHA Mda 3MeHUIEHHS]
nonumy Ha nocayeu. OOuum i3 HAUOIILUL BUOUMUX NOKAZHUKIE Yb020 CNAOY € CKOPOYEeHHS poOouoi
cunu 8 HaubLbwux yYKkpaincokux komnauisax, maxux ax EPAM Ukraine, SoftServe, GlobalLogic, Luxoft
i Ciklum. OcHnosnumu haxmopamu, wo cnpusioms ybomy, € 3pOCMAHHA 8APMOCMI KANIMany 6HACTIOOK
nioguwenns giocomrxosux cmasox y CILIA ma inwux npoioHUx eKoHOMIKAX, WO 00MedHcye 0ocmyn
IT-komnaniti 00 docmynHo20 306HIUHLO2O PIHAHCYBAHHS, VCKAAOHIOIOYU IHeecmuyii 6 IHHO8ayil ma
poszeumox. Kpim moeo, nosnomacwmabua eiiina ¢ Ykpaini npunecia 6esnpeyedeHmMHi SUKIUKU,
0cobu8o 014 ynpaeninta 6 1T, wo eumazac weuOKuUx ma egheKmueHux piuieHs 0 po36 A3aHHA MAKUX
npobnem, sik GIOKIIOUEHHS eleKmpoenepeii, MoOIni3ayis nepcoHany ma 30iIbUeHHS HABAHMANCEHHS HA
MeHeoxcepis uepe3 CKOpoueHHs poOouoi cuau. Y cmammi aKyemmosano y6azy Ha OO0CHONCEHHT
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Odemaneii IT-cekmopa 6 [{enmpanvnoi ma Cxionoi €eponu, cmpameivHux ynpasiiHCbKux piuleHHsx i
MAKMUYHUX Ipakmux 0 nioguuyerns egpekmusnocmi ynpasiints. Ocobaueutl Ha2o10C pooUMbCsL HA
MOoMY, YU MOJXMCHA PEeKOMEeHOY8amu 6e0eHHs HOMAMOK SIK OCHOBHUL [HCMpPYMeHm O NiO8UEeHHS
epexmusHocmi  ynpaeninus. J{ocniodcenHs aHanizye 6naue 2lo0anbHUX eKOHOMIYHUX (Haxkmopie,
onmuMizayito poooYol Cunu ma MINCKYAbMYPHY KOMYHIKAYIO 3 MemOK 6UAGIEHHS CHMIUKUX mda
IHHOBAYIIHUX YAPABIIHCLKUX NPAKMUK, SKI MOJICYmMb niompumamu cmiikicme ma 3pocmanns IT-
iHOyCmpIi pe2ioHy 6 yMo8ax noCMitiHUX GUKIUKIE.

Knrwuoei cnosa. IT-xpusa, IT-indycmpis, IT-aymcopcune, epexmuste ynpaeiinHs, MidcKyIbmypHa
KOMYHIKAYISL, MIJNCKYIbMYPHI 8IOMIHHOCTMI, onmumizayis pobouoi cuiu, iHHOBAYiliHe YNPAGLIHHI,
suxnuxu 6 IT y 2024 poyi, 6edenHsi HOMamox.
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