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five years despite a challenging economic climate,
with increasing start-up activity creating a wide
range of new entrants. Over 84,000 people currently
work in digital technologies roles across Scotland,
generating more than £5bn in GVA.
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| KEY MESSAGES

INDUSTRY CONTINUES TO GROW

O The 2016 survey highlights business
confidence and growth expectations despite
the increasingly uncertain global operating
environment. There are high levels of
confidence with 70% of businesses being
optimistic or very optimistic about the
year ahead.

Sales growth in 2015 was reported by 68%
of businesses, with over a quarter reporting
growth in turnover of 20% or more.

81% of businesses expect sales to increase

over the next 12 months but 14% expect sales

to decrease.
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The survey results suggest the demand for talent
has cooled slightly from the exceptional levels

of 2015. Employment is expected to continue

to grow with 66% of businesses expecting
employment to increase though this is a decline
from the high figures reported in 2015 (83%) and
2014 (75%).

KEY MESSAGES | ¢

Software and Web Development skills remain the biggest
requirement to support business growth with 70% of
businesses needing these skills, but with a wider range of
specific languages being sought than in previous years.

In particular, graduates will be in great demand
as 74% of recruiting businesses expect to require
graduates in 2016, a similar figure to last year.

Project Management 65%, and Commercial & Business
Support 70%, are also in demand with Infrastructure
Support at 48%.

The recruitment of modern apprentices remains
relatively low and static with 29% of companies
likely to recruit and 57% unlikely to recruit.

As for previous years, 60% of businesses predict
the majority of talent will come from Scotland
and 20% from the rest of the UK.

In terms of commercial skills businesses expect to
have the greatest demand for sales roles. All aspects
of marketing are also in high demand.



REVIEW OF 2015 REVIEW OF 2015

Businesses reported another good year in 2015,

with sales growth and profit increases.

figure 3
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Sales in 2015 continued to grow with 68% of business ET;S;“H'ENE;;AESE o0 DECREASE The reported increase in sales for 2015 also contributed

to profit as businesses again reported an increase in profit
margins with 42% reporting increased margins and 35%
stable margins over the results in 2014.

reporting an increase, with over a quarter (27%)
reporting an increase in turnover of 20% or more.

@ SIGNIFICANT INCREASE @ SLIGHT DECREASE

“ @ SLIGHTINCREASE SIGNIFICANT DECREASE

@ STAY MUCH THE SAME

SIGNIFICANT INCREASE
SLIGHT INCREASE
STAY MUCH THE SAME
SLIGHT DECREASE

@ SIGNIFICANT DECREASE

While the number of companies reporting increased margins
rose, there was also a rise in those reporting a significant
decrease compared to 2014. However, that year was a historic
low following on from the profit margins squeeze in 2013.

The figures for 2015 are between these two extreme years
and similar to previous years.

Results show 2015 was as good as or better

than predicted at the outset of the year. 72% of
businesses reported that their actual results were
as good or better than budgets set at the start

of the year. 28% reported outturn results were
less than expected. These figures were similar

to the previous year.
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figure 5
Optimism is high with 70% of businesses having a - @ soemoRost @ oowoemest

very optimistic or optimistic view (compared to 87% EXPECTED CHANGE IN SALES OVER THE NEXT 12 MONTHS © THINRESE @ 020 0

@ 10-20% INCREASE @ 20-50% DECREASE

in 207 5) and Oﬂ|y 16% haViﬂg d peSSimiStiC or Very Businesses are even more optimistic Unpacked, these figures are somewhat O DCDRINEREISE 6 A DEEREASE

‘ @ STAY THE SAME
Mictic i i i about expected sales levels for 2016 less buoyant than in 2015 but 34% of
peSS|m|St|C VIEW. HOWGVGF, Wlth turmO|I In many \ with 81% of companies predicting an businesses still expect a significant

ma I’ketS, COﬂﬂdEﬂCe iS |eSS buoya Nt thar] |aSt yea r. | increase and only 14% expecting a increase in sales of 20% or more,

decrease. compared to 40% of businesses in 2015.

PETER PROUD | CORTEX
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GARETH BIGGERSTAFF | BE-IT

SARAH AGER | SUMERIAN

GAVIN LUSH | DATAVITA

GERRY DOCHERTY | SMARTER GRID SOLUTIONS

DONALD CAMERON | LOGICALWARE

ALISON MCLAUGHLIN | SOPRA STERIA

GREG SOPER | SALESAGILITY

CALLUM SINCLAIR | DIAPIPER

GARY CLARK | COOPER SOFTWARE



| INTERNATIONAL OPPORTUNITIES

Many businesses have an international
outlook and either sell overseas or are
part of a larger company with an
international presence.

IAN RICHARDSON | VCODEX
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EXPORT LEVELS 44% ...

Engagement in international markets continues to increase with
67% of businesses reporting they are already exporting, and
another 19% planning to do so in the future. This is an increase
in the levels from previous years - last year 57% reported that
they were exporting with 16% planning to export.

EXPORTING PLANNING TO NO PLANS TO ][]%

CENTRAL &

SOUTH AMERICA

14%

AFRICA

23’ 41%

MIDDLE ASIA
EAST

figure7

ATTRACTIVE MARKETS
FOR EXPORTS

When asked to highlight three geographical
markets, respondents ranked Rest of the UK
(48%), USA & Canada (47%) and Europe (44%)
as the most attractive markets for exports.

10%

REST OF
THEWORLD

8[]/ AUSTRALIAS
O/ newzeatann

figure 8

BUSINESS FROM
DIFFERENT GEOGRAPHIES

Businesses reported on the percentage bands
for each geographical location. An analysis of
these estimates show that the biggest market
by sales is Scotland, 33%, followed by the

rest of the UK, 23%, with 33% of sales from
outside the UK. These figures are similar to
last year and show that there are significant
international sales by all measures.
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figure 11

The industry supplies a wide range
of sectors and of the top three
selected by companies, the public
sector (14%), energy & utilities
(12%) and financial services (10%)
received the most responses.
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However, while respondents
indicated a likely increase in
demand in all sectors, over a third
(39%) of those supplying energy &
utilities believed that business in
this area would decrease and

a quarter similarly thought the
food and drink sector (25%)
would decrease.
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figure 12

SIZE OF CUSTOMER BASE

Respondents report that multinationals

or very large organisations with over 1000
employees, are the main customer base in
42% of cases. This is an increase from 31% in
2015. For the first time individual customers
have been specifically included and for 6% of
companies they are their main customer base.
Supplying the large and medium-sized firms
categories has decreased in relative terms due
to the reported shift to the largest companies.

INDUSTRY OVERVIEW |

@ MULTINATIONALS AND VERY LARGE ORGANISATIONS
(+1000 EMPLOYEES)

@ LARGE (250-1000 EMPLOYEES)

@ SMALLTOMEDIUM-SIZED (50-250 EMPLOYEES)
@ SMALLFIRMS (LESS THAN 50 EMPLOYEES)

@ INDIVIDUALS




| BENCHMARK ONE SMALLER COMPANIES | BENCHMARK ONE |

w88 SMALLER COMPANIES

1-35 EMPLOYEES

RECRUIT MORE STAFF
STAY THE SAME
DECREASE IN PERSONNEL

figure 13 figure 15

2015 was a good year for smaller businesses, with 63% reporting 68% of small businesses expect to increase employee
an increase in sales, 42% increasing their profit margins and 72% levels, fewer than in previous years. This is a

have an optimistic outlook for 2016. considerable reduction from last year's level of 82%.

Most of these, 54%, expect to employ up to 5 staff.
25% expect staff numbers to stay the same, with only
63 7% expecting employee levels to decrease.

INCREASED SALES N e 4+

67% of respondents are likely to recruit graduates
and 22% are likely to take on modern apprentices.

42
PROFITMARGINS D e +

?2 figure 16

24
OPTIMISM S

20 SALES OUTLOOK FOR 2016

figure 14 13 78% of smaller businesses expect their sales to increase
15 over the next 12 months, 7% anticipate they will stay the
same, while 15% forecast a decrease in sales. Similarly
|NTERNAT|[]NAI_ SAI_ES ? to last year more of the smaller businesses, 45% predict
IN———S—S—S————————.———————. sales growth in the top two bands compared to the
i i i 4 . industry average of 34%
Smaller businesses reported an increase in those who sell y 2 :

internationally to 58% with those who plan to export staying 8
stable at 29% leaving only 13% who have no intention to export.

29 50%+ INCREASE @ 0-10% DECREASE
PLANNING TD EXPORT _ 29 20-50% INCREASE 10-20% DECREASE ? ]5
10-20% INCREASE 20-50% DECREASE
NO PLANS TO EXPORT % 99 0-10% INCREASE 50%+ DECREASE

STAY THE SAME




| BENCHMARK ONE | FINANCIAL ENVIRONMENT

w88 SMALLER COMPANIES

1-35 EMPLOYEES

FOUNDERS CAPITAL
& RETAINED PROFITS

Funding for nearly three quarters of
smaller businesses is generated from
founders’ capital and retained profits.

MIX OF BUSINESS ANGEL /
BANK / LOAN FUNDING

MAINLY VENTURE CAPITAL

OTHER

SUBSTANTIALLY BETTER

SOMEWHAT BETTER

LITTLE CHANGE

SOMEWHAT MORE DIFFICULT

Smaller businesses reported little change

in their cashflow when compared to 2014.

40% reported improvements while just 6%
reported substantial difficulties. founders’
capital and retained profits.

SUBSTANTIALLY MORE DIFFICULT

SMALLER COMPANIES | SALES | BENCHMARK ONE

In 2015 63% of smaller businesses reported an increase in sales
from 2014. The sales levels are slightly down from the previous

year with an increase in those reporting sales staying the same.
Those reporting a decrease in sales at 17% is similar to last year.

In 2015 actuals compared to budget stayed
close to the predicted levels for 38% of smaller
companies with increases reported by 37% and
a decrease by 25%

SIGNIFICANT INCREASE
SLIGHT INCREASE
STAY MUCH THE SAME
SLIGHT DECREASE

@ SIGNIFICANT DECREASE

50%+ INCREASE
20-50% INCREASE
10-20% INCREASE
0-10% INCREASE

STAY THE SAME

0-10% DECREASE
10-20% DECREASE
20-50% DECREASE

50%+ DECREASE
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g MEDIUM-SIZED COMPANIES

36-500 EMPLOYEES

figure 21

REFLECTIONS ON 2015

Medium-sized businesses enjoyed an exceptional 2015 reporting
better sales and profit figures than either large or small businesses
with improved figures on 2014. 82% reported an increase in sales,
47% increased their profit margins and 85% have an optimistic
outlook for 2016.

82
INCREASED SALES N, e+

47
PROFITMARGINS NN e +

85 !
21
OPTIMISM IS -
46
figure 22 9]
INTERNATIONAL SALES "
-_— 0:
Most larger business (83%) reported that they are already selling B
internationally and only 11% have no intention to export.
3
50%+ INCREASE @ 0-10% DECREASE
20-50% INCREASE 10-20% DECREASE
B2 10-20% INCREASE 20-50% DECREASE

NO PLANS TO EXPORT

0-10% INCREASE ® 50%+ DECREASE
@ STAY THE SAME

RECRUIT MORE STAFF

STAY THE SAME

DECREASE IN PERSONNEL
figure 23

PEOPLE & SKILLS

85% of medium-sized businesses expect to increase
employee levels, slightly down from the 97% in 2015.
Most of these companies, 74%, expect to take on up
to 20 additional staff with only 9% expecting employee
levels to decrease.

85% of respondents are likely to recruit graduates and
29% are likely to take on modern apprentices.

figure 24

SALES OUTLOOK FOR 2016

91% of medium-sized businesses expect their
sales to increase over the next 12 months, with
9% forecasting a decrease in sales. This is slightly
down on last year but greater than the industry
average of 80%.
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=88 MEDIUM-SIZED COMPANIES

36-500 EMPLOYEES

FOUNDERS CAPITAL
& RETAINED PROFITS

MIX OF BUSINESS ANGEL /
BANK / LOAN FUNDING

MAINLY VENTURE CAPITAL
UNLISTED PLC
QUOTED COMPANY

50%+ INCREASE
20-50% INCREASE
10-20% INCREASE
0-10% INCREASE

Funding for medium-sized businesses is largely ALTERNATIVE INVESTMENT (AIM) STAY THE SAME
generated from founders capital and retained @ CROWDFUNDING CYRTTTTITTIT
profits (41%) followed by venture capital at 17%. OTHER In 2015 82% of medium-sized businesses = R
reported an increase in sales from 2014 — 10720% DECREASE
with only 9% reporting a decrease in sales. - 20-50% DECREASE.
For medium-sized business the figures 50%+ DECREASE
are better than last year and much
better than the industry as a whole.
SUBSTANTIALLY BETTER
SOMEWHAT BETTER v

LITTLE CHANGE
SOMEWHAT MORE DIFFICULT
SUBSTANTIALLY MORE DIFFICULT

Medium-sized businesses also reported little
change in their cashflow when compared to
2014. 27% reported improvements while just
2% reported substantial difficulties.

In 2015 actuals compared to budget increased
for 33% of medium-sized companies with
sales on target reported by 29% and a
decrease for 38%.

SIGNIFICANT INCREASE
SLIGHT INCREASE
STAY MUCH THE SAME
SLIGHT DECREASE

@ SIGNIFICANT DECREASE




| BENCHMARK THREE

A LARGER COMPANIES

a01-1000+ EMPLOYEES

figure 29

REFLECTIONS ON 2015

Larger businesses reported another good year in 2015. 64% reported
an increase in sales and only 18% reported a decrease. 42% reported
their actual 2015 performance was better than forecast budget, 36%
increased their profit margins. Though only 47% have an optimistic
outlook for 2016, 76% expect sales to increase.

64
INCREASED SALES N e +

36
PROFITMARGINS D e+

47 /
OPTIMISM S - 10
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figure 30

INTERNATIONAL SALES ?

Most larger business (83%) reported that they are already selling 10
internationally and only 11% have no intention to export.

A R 1] ”

D6 50%+ INCREASE @ 0-10% DECREASE
PLANNING TO EXPORT : 0
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10-20% INCREASE 20-50% DECREASE

D 6
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0-10% INCREASE 50%+ DECREASE
STAY THE SAME
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LARGER COMPANIES | BENCHMARK THREE | :

RECRUIT MORE STAFF

STAY THE SAME

figure 31 DECREASE IN PERSONNEL

There is a mixed message on employee levels with 20%
likely to decrease staff by at least 50 and 15% increasing
by staff by at least 50 with an even spread between the
two extremes. Of those expecting to decrease staff, over
10% were in the oil and gas sector. Overall 39% of larger
business expect to increase employment levels and 43%
expect them to decrease.

Large businesses are more likely than other businesses
to take on modern apprentices with 50% of respondents
reporting they are likely to take them on, though 78% are
likely to recruit graduates.

figure 32

76% of larger businesses expect their sales to increase
over the next 12 months, whilst 7% anticipate they will
stay the same and 17% forecast a decrease in sales.
These figures are slightly down on the figures reported
last year.

Larger companies are steady in their outlook with the
majority, 45%, predicting a modest increase in sales.
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=88 LARGER COMPANIES

501-1000+ EMPLOYEES

LARGER COMPANIES | SALES | BENCHMARK THREE | *

FOUNDERS CAPITAL
& RETAINED PROFITS

MIX OF BUSINESS ANGEL /
BANK / LOAN FUNDING

MAINLY VENTURE CAPITAL

UNLISTED PLC

Larger businesses (61%) are typically funded
as an established quoted company.

QUOTED COMPANY

ALTERNATIVE INVESTMENT (AIM)

CROWDFUNDING

OTHER

SUBSTANTIALLY BETTER

SOMEWHAT BETTER

LITTLE CHANGE

SOMEWHAT MORE DIFFICULT

46% of larger businesses reported that cash flow
was more difficult last year when compared to
2014 while only 18% reported an improvement.

SUBSTANTIALLY MORE DIFFICULT

Sales in larger businesses are holding
steady with 64% reporting an increase

in sales from 2014 but 18% reported a
decrease in sales. For larger business the
detailed figures reveal that the increases
were mainly marginal and hence not as
good as last year.

In 2015 actuals compared to budget increased
slightly for 42% of larger companies with the
status quo reported by 33% and a decrease
by 24%.

SLIGHT INCREASE
STAY MUCH THE SAME
SLIGHT DECREASE

@ SIGNIFICANT DECREASE

50%+ INCREASE
20-50% INCREASE
10-20% INCREASE
0-10% INCREASE
STAY THE SAME

@ 0-10% DECREASE
10-20% DECREASE
20-50% DECREASE
50%+ DECREASE
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50%+ INCREASE
20-50% INCREASE
10-20% INCREASE
0-10% INCREASE
STAY THE SAME

@ 0-10% DECREASE
10-20% DECREASE
20-50% DECREASE
50%+ DECREASE

figure 38

LOCATION OF TALENT

Predictions on the location
for new talent show that
companies expect 60% of
new staff to come from
Scotland, 19% the rest

of the UK with 21%

from either Europe or

the rest of the world.

@ SCOTLAND

@ RESTOFTHE UK

@ EUROPE

@ RESTOFTHEWORLD

66% of respondents stated they intend to increase
employee numbers. This is down from the peak level
of 83% in 2015, with 15%* of respondents planning
to reduce staff numbers. However overall the figures
show a net increase in staffing with more companies
recruiting at each band than those decreasing staff,
underlining the sector’s continuing strength.

*This statistic includes responses from a number of Oil & Gas
companies’ IT departments.

Demand for the recruitment of graduates When businesses were asked what level

remains strong with 74% of all businesses of expefience their business needs to aid

reporting they are definitely or quite likely growth, ‘graduates’ was thenmost popular

to recruit graduates in 2016. response with 67% reporting there was
some or a high requirement. This is down
slightly on 2015 but the need for graduates
from Scottish universities remains a
priority.

figure 40

RECRUITMENT OF MODERN APPRE

There is less demand for the recruitment of modern
apprentices with 29% reporting they are definitely or quite
likely to recruit them in 2015. 57% said they were unlikely or
very unlikely to recruit modern apprentices. Larger companies
are more likely to recruit a modern apprentice.

EMPLOYMENT & SKILLS | 1

DEFINITELY WILL RECRUIT

QUITE LIKELY

UNLIKELY

VERY UNLIKELY

NOTAPPLICABLE

@ DEFINITELY WILL RECRUIT
@ QUITELIKELY

@ UNLIKELY

@ VERY UNLIKELY

@ NOTAPPLICABLE
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figure 41

MOST IN DEMAND SKILLSETS I il

Software and web development remain the

most in demand skills with 70% of respondents

indicating they will have a requirement for 9
people with software and web development

experience in 2016.

There is also strong demand for commercial
and business support skills, required by 69%

of businesses. The key skill here is sales with
two thirds of all respondents highlighting
demand, and 23% seeking a range of marketing
expertise. Project management is a close third
with 65% of respondents seeking these skills.

SOFTWARE & PROJECT
WEB DEVELOPMENT MANAGEMENT

Amongst larger companies the greatest
demand is for project management skills (75%)
followed by software & web development (66%)
and infrastructure support & management
(60%) and commercial & business support
skills (62%).

Medium-sized businesses report very strong
demand for software & web development skills
(88%) followed by project management skills
(77%) and commercial and business support
skills (65%).

For smaller businesses commercial and
business support at 75% is the most in demand
skillset with software and web development
second at 68%, and both project management
and executive management skills at 54%.

COMMERCIAL &
BUSINESS SUPPORT

INFRASTRUCTURE
SUPPORT &
MANAGEMENT

EXECUTIVE
MANAGEMENT @

@ HIGH REQUIREMENT
) SOME REQUIREMENT
@ NOREQUIREMENT

TECHNICAL SKILLS

Breaking down the technical skills
requirements software developers and
web designers, both front and back-end,
continue to be the key roles mentioned,
but there is increasing specific mention of
mobile, security, and data analysis and data
management skills.

As regards technical skills there is a

wider range of specific languages being
sought than in previous years ranging
from staples such as .net, Java and c# to
python, JavaScript and SharePoint. There is
strong demand for java and .net skills, and
increasing demand, compared to previous
years, for JavaScript/Angular, iOS and
android expertise.

COMMERCIAL SKILLS

Businesses report that the most in demand
commercial skill is sales (65%). All aspects
of marketing (including social media and
digital marketing) is also in high demand
(23%) along with Business and Project
management skills (19%).

-y

WHAT PEOPLE SAY | i

HOW DO YOU RANK US?

When businesses were asked to rank
ScotlandlS priorities, market trend
information received the highest number
of top rankings. However, networking
events received the highest mark overall,
with Special Interest Groups/technical
meet ups also being seen as important.




1% | CONCLUDING REMARKS ADVICE FROM FELLOW BUSINESSES | i<

ADVICE FROM

Results from this survey are positive and 2016 looks FELI-[]W BUSl N ESSES

set to be another good year for the technology
industry as 81% of businesses expect an increase in To conclude we asked respondents
sales over the next 12 months. This level of positivity to give advice to fellow members.
is translated into a forecast increase in employee
numbers. 66% expect to increase the number of
employees they recruit over the next 12 months
and of these 74% likely to recruit graduates.

Popular themes included:

Businesses are again reporting barriers to recruiting
and retaining staff as the main impact on their
business. Also mentioned were concerns for the year
ahead including the downturn in oil prices and the
lack of stability in the political sphere, with elections,
the EU referendum and legislative changes.
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