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CHAPTER 8. QUALITY MANAGEMENT

SYSTEMS CERTIFICATION

Based on the results of the poll, the number of
companies having quality management systems
complying with one of the international standards
(ISO or CMM/CMMI) remained almost unchanged
for the passed year. A decreased proportion of
such companies by 1.5% (from 28% to 26.5%) can
be explained by the increased sample (by 12%) of
respondents against year-on-year. First, the sampling
grew through involvement of smaller and middle
companies which previously did not participate in the
survey. These companies are less capable to undertake
expensive certification procedure. Generally, from
2006 to 2007 the percentage of certified companies
among all respondents significantly grew (from 18%
to 28%).

Share of companies which went through
compliance certification with international standards
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8.4% of companies have the CMM/CMMI compliance
certificate (last year 10%), and ISO — 25% of companies
(last year 27%). These figures allow to admit that those
companies which could afford passing the expensive
certification procedure (primarily in compliance with
CMMI) had already obtained a certificate before 2007.
In the last year financial resources improved primarily
in larger companies which had already obtained a
compliance certificate ISO or CMM/CMML.

Among the remaining companies a third or more
planned to go through certification, mostly in 2007.
However, the majority had to give up these plans. It is
likely that small companies even have not tried to pass
certification because were busy solving other issues
(first of all trying to retain their staff). Moreover, a part
of these companies re-oriented towards development
of their own products making the availability of
a certificate less important since developers of
replicated solutions have different key success factors,
and namely marketing, time-to-market and the quality
of the product itself.

Nevertheless, the share of small and middle
companies which are going to obtain a compliance
certificate to one or another standard in the next
2 years remains almost unchanged. 27% of managers

of companies with the turnover up to 0.5 MUSD hope
that hard times will pass and they will be able to get
the compliance certificate with ISO or CMM/CMMI.
The number of such optimists is bigger (35%) among
companies with turnover from 0.5 MUSD to 4 MUSD

It is worth noting that managers of the majority of
small and middle companies poorly understand what
CMMI implies and what efforts should be made to
go through certification procedure successfully. They
are a little bit better informed about ISO, which is still
insufficient to adequately evaluate their chances. Thus,
their plans on certification as a rule are overestimated
right from the start.

Among larger enterprises there are only a few
companies (less than 15%) which still don not have
a compliance certificate with I1ISO or CMM/CMMI,
but need it. The leaders in customized software
development already for along time can boast at least
one certificate or even more. As a rule, their plans
are aimed at the next level of maturity. For example,
in February 2008 Luxoft confirmed its compliance
with the model CMMI-DEV version 1.2 becoming the
first European company meeting the superior level
of maturity in compliance with the latest version of
the model.

The obtained results testify that the major part of
companies (including middle companies) that required
certification have already passed this procedure.
However, comparing different sources in the previous
poll it was discovered that actually no more than 10%
of market players had any certificate. That is far less
than is demonstrated by the polls in the last two years
(26.5% this year and 28% last year). These differences
are explained by the fact that the companies which
have gone through certification participate in
the survey more willingly. First and foremost the
inconsistency between the sampling and the general
totality concerns smaller companies. As for larger
companies, data adequacy is close to 100%.

Thus, among companies with the turnover from
0.5 MUSD to 4 MUSD that were not included in the
survey, obviously there are much more companies
which do not have a compliance certificate with ISO or
CMM/CMMI, but wish to get it. Presumably, the share
of these companies may reach 30%.

Granting certificate might provide an additional
impetus for their development. However, small
companies do not have sufficient resources for
expensive certification procedures (especially for
CMM/CMMI). Perhaps, for them it will be justified to
apply for the state financial support that would fully or
at least partially cover expenses on certification. Such
support was given in many countries (including India).

At the same time, a lot of small service companies
even with a certificate cannot compete with larger
enterprises, especially on the labor market.
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Nevertheless, the share of respondents satisfied with
the state support to certification increased significantly
in comparison with the previous poll: “satisfactory”
evaluation was given by 60% (approximately 30%
more year-on- year). The experts of Russee Consulting
and TEKAMA consider the change in evaluation might
be triggered by the state program initiated by the RF
Ministry of Economic Development and Trade. The
program involved state support to high technology
companies who wished to go through ISO compliance
certification. Later on similar support was also provided
by several regional administrations. As a matter of
fact, money from regional budgets was allocated only
for ISO certification.

Granting of the appropriate certificate is an
additional advantage in competition for exporters of
software development services, but this industry has a
more suitable specialized standard CMM/CMMI that
was created and used mainly in the USA - the biggest
software services market. The standard ISO 9000/2000
is a general-purposed and is employed mostly in
Europe. To date the Russian government has not
planned lending assistance to service companies in
certification with the CMM/CMMI standard in spite of
repeated proposals by RUSSOFT. According to Russee
Consulting and TEKAMA, in the foreseeable future the
attitude of officials towards this standard is unlikely to
change.

Evaluation of state support of certification
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The issue of state support of certification concerns
not only the software development industry, it should
be solved in the context of the overall situation in
other high-tech sectors of the Russian economy. Yet
it should be pointed out that by amount of obtained
certificates of compliance with ISO Russia is far behind
even Eastern European countries with much less
population and number of companies.

The sampling of opinions about certification is
quite specific, i.e. among the participants of the poll
there are much more certified companies than in
the general totality. In extrapolating the answers of
the questionnaire to the entire general totality this
fact should be kept in mind and data from tables
reflecting the situation in different cities should be
interpreted with.

Share of companies that passed compliance certification
with international standards by location
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At the same time, these data accurately reflect the
maturity level within the industry (that is the relationship
between large and middle service companies to the
total amount of exporting companies in different
cities and regions), because major and middle service
companies require certification the most.

As shown, the highest concentration of these
companies is in Moscow, which reflects both the role
of Moscow as location of headquarters of a number
of leading Russian service companies and the share of
export of Moscow companies in the total volume of
Russian software exports.

Due to their remoteness from world markets
Novosibirsk companies are historically focused more
on the product business model. All other regions
including St. Petersburg have approximately similar
concentration of large and middle service companies.
Instead the companies from St. Petersburg differ from
“other cities” by the level of CMM/CMMI certification,
which distinguishes their level of maturity and turnover
(16% against 4%).
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Conclusions

CONCLUSIONS

In the opinion of software development market
players, the image of Russia has significantly improved
in recent years, largely owing to the efforts of leading
Russian companies and their unions. Russian software
industry is more often associated with the high-tech
software niche, where Russian developers have more
distinct advantages.

In terms of the growth rate of software and
development services exports Russia excels its main
competitors, but still there is a long way to go before
winning the position on the software world market
Russia deserves given its potential. The main issue is
the aggravation of human resources problem and lack
of effective state support.

Russian industry leaders (about 10-12 companies)
have occupied proper leading positions in Central
and Eastern Europe, successfully compete on the
global market with the best providers from the USA,
Europe, India and China and involve resources from
Russia, Eastern Europe and South-East Asia. A number
of middle companies successfully develop vertical
industry or horizontal technology niches.

The share of products and ready-made solutions in
total exportrevenues is increasing due to the reduction
of this indicator for the world development centers
operating in Russia. The promotion of products’
abroad gives hope that high export growth would
maintain.

The US mortgage crisis and the following global
financial crisis are causing the reduction of IT costs
in the world, which inevitably leads to the growth of
competition. The situation on the global market is
becoming increasingly complicated (the reduction of
growth rate), but is still favorable for Russian exports
(primarily through specialization in the field of high-
tech software).

The adverse market conditions and the growth of
the Russian economy force Russian software exporters
to re-orient to the internal and CIS markets. There is a
decrease in the role of the US market in the context of
a certain market growth in Europe. However, almost all
major outsourcing Russian companies that successfully
cooperate with US partners are not planning to leave
the US market and hope to maintain their sales.

The process of consolidation in the field of
customized software development still continues, but
its limitations are already seen. In the near future the
major outsourcing companies would be able to keep
their high growth rate only opening new development
centersfarabroad and strengthening their sales centers
on the most important and promising markets.

Last year the business environment for software
developers in Russia has slightly deteriorated or
remained unchanged by the majority of parameters.
The only exception is the intellectual property rights
protection, where market players register significant
improvements.

The vast majority of respondents are unsatisfied
with the state support of the industry. The major
companies are far less displeased with current business
conditions. The worst evaluations of the level of state
support are given by middle companies with the
turnover from 0.5 MUSD to 4 MUSD.

Small companies are facing serious difficulties.
Some of them disappear loosing their staff that
moves to large companies and former customers,
some specialize in a specific technical field, and the
majority shifts to the product model and re-orient to
the Russian market. Due to instability in the lower part
of the pyramid there emerge a lot of new businesses.

The labor migration from the regions to Moscow
and St. Petersburg has not stopped, but considerably
dropped in scale. There is a continued growth of
qualified labor migration to Russia from the CIS.

Metropolitan companies are aimed at opening their
own development centers in the regions and abroad.

The situation on the labor market is gradually
aggravating. However, this downward trend is also
observed on the markets of other countries. The lack
of specialists is a worldwide problem.

Programmer salaries grew faster in the cities where
they were previously lower. The salary growth in the
capitals has slowed down. Evidently, the salary level has
reached its maximum beyond which business becomes
unprofitable. In the near future it is expected that
there would establish stable salary levels proportional
to living costs in different regions. The Russian labor
market is becoming uniform.

The staff turnover indicator has even more reduced
for the major companies and soared for the smallest
companies against year-on-year. The shortage of staff
decreased for certain professions (especially, test
engineers). The most wanted are developers trained
in C #, Java u C/C++ languages.

The number of companies certified for compliance
with one of the international standards (ISO or CMM/
CMMI) remained practically unchanged. All leading
service providers have passed certification.

The uncertainty of prospects of many middle and
small companies does not allow to determine whether
they need to undertake expensive certification or
not.
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THANKS TO THE PARTICIPANTS OF THE SURVEY

TC-BitriX ceveeeeeeeeeeeeeeeeeecce www. 1c-bitrix.ru
ATQA. ..o www.alga.com
ABBYY Software House...... www.abbyy.com
ABISoft Ltd. .....ccevvveeeeeeennn. www.abisoft.spb.ru
...www.advanta-group.ru
www.alovsoft.com
ApekSoft Web
Development.......ccccccoeenn.. www.apeksoft.com
ApicalWorks ...www.Apical\Works.com
Aplana Software................. www.aplana.com
Arcadia InC........cccevvvvrennnnn. www.arcadia.spb.ru

... WWwW.arsis.ru
www.artezio.com
WwWw.ascon.ru
...www.astrosoft-development.com
...www.atapy.com
...Wwww.auriga.com
WWW.axmor.com
www.belhard.com
...www.bercut.com
www.byte-force.com
www.c-blues.net
www.cift.ru

Closed Liablilty
Company ISBP........ccccceeuueee www.isbp.ru

CODIS JSC..oovveiiieen. ...www.codis.ru
Compact Book ...www.cbook.ru
Competentum ...www.competentum.com
Complex A5 Co. Ltd. .......... www.complex-a5.ru
CSl International

Software .....ccceeeeiveereeins www.trace.ru
DataArt.....eeeeeieieiiieiieneen, www.dataart.com
Database

Intelligence (DBI)................ www.dbi.ru

Database Link LLC............... www.dblink.co.nz
Digital Design, JSC.............. www.digdes.com
DigitalXpert Software.........www.DigitalXpert.net
DIRECTUM.....ccocvveeeeeieennn. www.directum.ru
Elcoteq Design Center........ www.elcoteq.com
EPAM systems .......ccceeeennn. www.epam.com
eVelopers Corporation....... www.evelopers.com
Exigen Services ..........cc...... www.exigenservices.com
Fast Reports.....ccccccveveennnnn. www.fastreport.ru
FogSoft LLC.....ccveveiiiiennen. www.fogsoft.ru

GDT Software Group..........www.cfd.ru

Gehtsoft Group ........ccceeeuee www.gehtnsoft.com
GKC ElectroSoft......c...ccuueee www.terminator.ws
HyperMethod ...www.learnware.ru

IBA Group......cccceveeernnns ...www.iba-it-group.com

I-Files Systems www.ifiles.ru

Info Industries Group JSC ...
Intelligence-Soft, Itd............
Internet-Frigate ..................
ISBP Company.........ccccuveeen..
ISS Art, Ltd.....ccovveeeeeeirne.
ITiS:SoftWare Ltd................
Itransition.........cccceeeeeevnnens
JSC «RosPoliTechSoft»
Corporation» ......cccceeeeeennes
JSC Codis ...ccovveeeeeicireeneenn,
KsanLab......ccoooeevvuieeeevnnenens
Kubnet, LLC.........covvveeeenns
Lanit-Tercom InC.................
Limited company
«Contek-Soft»

(Contek Group) .......ccceeuuueee
LiNkSOft...coeiiiiiiieiieeees

Mera Networks.........cc........
Mirasoft Group ...................
NCIT UNIPRO, LLC.............

OKTET Labs Ltd. ................
Optio Soft......ccccevvvvvvvveerennns
Positive Solutions................

RELEX Group .....ccceeeevueveenn.
Rhonda Ltd. ........ceevevvnnnneees
Ristar INnC. ..ocvvvvviiiieieeies

SPIIRAS, Laboratory
of Object-Oriented
Geo-Information

Viscomp Ltd....cccovvveveennnnnnn.
WINGS Software House .....
OOO «RTS» cevveveeeeeeeeeeenenns
OO0O LacoNiX....ueeeereeeeeeennns

wWww.iig.ru
www.intsoft.spb.ru
www.ifrigate.ru
www.isbp.ru
www.issart.com
www.itnn.ru
www.itransition.com

www.rpts.ru
www.codis.ru
www.ksanlab.com
www.spellsystems.ru
www.lanit-tercom.com

www.contek.ru
www.linksoft.ru
www.luxoft.com
www.medialooks.com
www.meranetworks.com
www.mirasoft-group.com
WWW.UNIpro.ru
www.kiberry.ru
www.novacom-software.ru

www.novosoft-zh.ru
WWW.Npo-comp.ru
www.ntrlab.ru
www.oktetlabs.ru
www.optiosoft.ru
www.positivesolutions.ru
www.radixtools.ru
www.reksoft.com
www.relex.ru
www.rhonda.ru
www.ristar.ru
www.sam-solutions.net
www.sibsoft.net
www.soft-consult.ru
www.softgrad.com
www.speereo.com

www.rts-logistic.ru
www.laconix.com
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RUSSOFT Association

RUSSOFT Association (www.russoft.org) is the nation wide association of the most technically competent
software developing companies from Russia and Byelorussia. By joining forces under the leadership of RUSSOFT
we are able to provide costumers with a range of comprehensive solutions and IT services.

The head-quarters of RUSSOFT is located in Saint-Petersburg, Russia. Today we unite more than 70 companies
with over 14000 of highly qualified programmers and software engineers with advanced graduate level degrees
in Technology & Computer Science. RUSSOFT cooperates with the leading Universities which form the unique
human potential of Russia. RUSSOFT is the long-term sponsor of Russian Universities’ teams who are regularly
winning the ACM International Collegiate Programming Contests.

We maintain the highest level of international standards, professional training and quality control, whereas our
companies are the absolute leaders by CMMI/ISO certification in Europe. Their capabilities have been proven by
long term customer relationships and partnerships with such companies as IBM, Boeing, SAP, Procter&Gamble,
Deutsche Bank, CSC and many others.

RUSSOFT members are able to provide sophisticated solutions and to implement various software projects,
from small ones to those consisting of several hundred person-years. We may work either on site or offshore, for
hourly wage or on fixed price contracts. The important thing today is that Russia offers substantial benefits in cost
of software development coupled with outstanding capability to solve R&D complicated technological tasks.

RUSSOFT Association is the voice of the industry and an active lobbyist of its interests in the Russian Government.
We are struggling for better tax and customs legislation for the IT sector, for a system of [T-parks all over Russia
and for attracting the State support to the international IT events.

We generate lots of marketing and PR activities in Russia and abroad, in the major destinations of the Russian
speaking IT industry — the USA, Europe and Far East. Among the brilliant examples there are participation
at CeBIT (2001-2008), Comdex Scandinavia (2001-2002), road-shows to the USA (2002-2005), Germany and
Scandinavia (2000-2007), Russian Outsourcing and Software Summit (2001-2008), Russian CIO Summit (2003-
2008) and many others.

As the major Association of software developing companies, RUSSOFT provides the most accurate and
up-to-date information about Russian software market. We regularly organize market studies — in solo or in
collaboration with prominent Russian and international partners (e.g. CNews, IFC). RUSSOFT maintains the largest
database of software developing companies in Russia (Vendors Directory) and serves as the most reliable source
of information for the whole business community.

RUSSOFT is a part of the Russian Information and Computer Industry Association (APKIT) where we play the
role of Software Development and Export Committee. Being a part of APKIT enhances our abilities to lobby the
Government to support the IT industry.
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INFORMATION SECURITY COMPANY

AL ELL

IT Innova

Key scopes:
Virtualization Cryptography
Trusted Software Intrusion Prevention Systems
Open BIOS Voice over IP
Microkernel OS WebSphere Enterprise Software

INFORMATION SECURITY SYSTEM ALTELL NEO

for more information : www. altell-ltd.com
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