Respondents were asked to predict how employee numbers would
change during the course of 2009, and which skill sets they would

most need.

Employee Numbers

Skills & Employment Outlook for 2009

Last year, 81% of respondents anticipated

increasing employee numbers. This year
reflects considerable caution regarding
recruitment policies, with 44% of respon
indicating they will maintain their curren
headcount.

A further 46% envisage some employee
expansion in 2009, with only 8.9% of

dents
t

organisations looking to decrease employee

numbers, in somewhat stark contrast to
market conditions elsewhere.

B sty The Same (44%) B 26-50% increase (4%)
B 0-10% Increase 27%) B 0%+ increase (4%)
- 11-25% Increase (12%) - 0-10% Decrease (5%)

Ensure your talented staff are never worried

about their jobs.

John Duthie, Realtime Worlds

Analysing these figures by
company size it is clear that
like last year, the main sub
group of companies planning
for growth in 2009 are those
SME's with 11 - 35 employees.
Sector wise, E-commerce &
Web lead the way with more
than two thirds of these
participants projecting a 50%
increase in staff numbers in
2009.
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11-25% Decrease
0-10% Decrease
Stay The Same
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11-25% Increase
25-50% Increase

50%+ Increase

%

B 11-25% Decrease (3%)
B 5%+ Decrease (1%)

11-35 Employees

Demand For Staff Resources

The survey results make it clear
that there is still a competitive
employment market with Sales

& Marketing (48%) and Software

& Web Development (45%) both
projected to attract strong demand.
Encouragingly permanent staff are
the preferred choice to meet this
demand, suggesting underlying
confidence in workload levels.

However, the survey indicates that
employers are not expecting to hire
Graduates or Executives in 2009.
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Project Business
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& Management
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In salary terms, the greatest demand in 2009 is expected to be for mid level operative staff, with
45% of participants expecting to recruit staff in the £23,000 — £35,000 salary bracket, and an
additional 23% seeing the major area of growth being those earning between £35,000 - £45,000.

‘In Demand’ Skill Sets

The survey identifies the highest level of demand for specific skills in 2009 being for sales staff
with experience of product/inside sales. Demand for development skills and project/business
analysis follow close behind. Problems in sourcing these skill sets were emphasised, with 46%
of respondents identifying these as being difficult to find currently.

1. Sell better
2. Be responsive to

competitive weakness
3. Sell based on opex

models

4. Trade margin for
duration.

John Innes, Sword Group

Top 5 Skills For 2009

1 IT Solutions Sales

2 ASPNET

C#

3
4 Project management
5

Business Analysis
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Employment & Skills Market Viewpoint

It is clear the current market conditions are now having an effect on the Scottish
market. Financial and global organisations in particular have seen a huge shift
in supply and demand and the areas that have an oversupply i.e. IT Projects &
Interim Management are definitely feeling the pinch. Employees may have to
look at retraining to enter those areas of the market with higher demand such
as the digital media sector which has seen a huge resurgence in the past few
years. Therefore candidates with .Net, XML and ASP.Net will be highly sought
after, as well as with those with strong C#, C++ and Application Support skills.

The volume of demand for senior positions has dropped exponentially.
Companies are increasingly cutting out Senior Managers, Advisors, Interim
Consultants and Non Executives, which could be a risky strategy as their
experience will be critical for the future of our economy. It is increasingly
worrying there is this number of highly skilled technology leaders on the
market as it is in everyone’s best interests to retain this talent within Scotland.
With that said, it could be that those staff who are used to receiving high base
salaries or packages will have to reassess their salary expectations.

Another area of notable worry is graduate recruitment and the lack of companies
committing to IT graduate requirements for 2009. With hundreds of newly qualified
graduates hitting the market in the summer the main challenge for the sector will
be to try and retain this talent in technology and more importantly, in Scotland.

Maximising the talent opportunities

Due to the scale of recent redundancies there is a huge amount of talent on the
market. This is creating a very competitive supply market, and offers employers a

considerable degree of choice, with potential recruits being much more likely to
accept lower remuneration packages or different type of contracts than a year ago.

A number of staff are also prepared to work on a fixed term contract, interim
or even part time basis, allowing companies to acquire highly sought after
skills at reduced rates and introduce more flexibility into staff teams. This has
been far more evident in the public sector which seems to be utilising this
opportunity much more effectively than private sector organisations.

With companies now back in the driving seat when it comes to employing
staff there has never been a better opportunity to utilise this talent base and
exploit this rarely available set of skills.

Wendy McDougall, Managing Director, 9-20 recruitment
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Technology Industry Viewpoint

The 2009 survey indicates the Scottish software, telecoms and IT services industry
continues to trade with underlying confidence, but with a very careful eye on market
factors impacting the wider economy. This year's survey confirms that 2008 was
another good year for many parts of the industry, and that most businesses anticipate
continued growth in 2009, although at a slower rate than in previous years.

Much of the industry is relatively well positioned to withstand the more difficult trading
environment, due to a mix of careful financial management over the last few years, and
a policy of flexing staff numbers through the use of external contractors. Nevertheless
the wider economic downturn is inevitably impacting their outlook, with a much more
conservative approach to sales forecasts and greater emphasis on careful financial and
HR management.

The very broad mix of end markets, both in terms of geographic and sectoral spread,
helps to strengthen the Scottish industry. In addition, there appears to be increasing
awareness of the importance of the online channel, with web developers reporting brisk
business, whilst IT services businesses are finding clients utilising theirservices to
generate productivity improvements.

On the funding front, there is some concern as to the availabilitysof finance, in particular
access to development capital, and indications of tightening credit termsand banking
arrangements.

The optimism evident amongst respondents is‘fencouraging, as Is their willingness to
share ideas and suggest initiatives that could help-the industry.

Building for the future:

The software and IT services sector of the information technology industries can have a
substantial impact on Scotland’'s economic recovery, which could be further increased
with appropriate policy interventions, such as greater levels of public sector procurement
from SME's. The sector provides continued opportunity for new company formation,
with low barriers to entry and a wealth of opportunities for disruptive technologies.
Looking to 2009, a number of emerging trends bode well for the continued health

of the industry, including:

e demand for process improvements and cost reduction

» opportunities in high end web site development as online sales continue an
impressive upward trend, particularly in the UK

* interest in web based sales tools and growth in teleconferencing from high end video
conferencing to no-cost/low-cost models such as Skype

« significant opportunities to further develop export markets
increasing attraction of technology on demand’ business (eg software-as-a-service,

Polly Purvis, Executive Di
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