Introduction from our MD

Firstly, thank you to all those organisations who contributed information to
the report.

The findings of this year’s survey confirm the significant change in the
employment market that has been felt by many IT professionals in the
second half of 2008.

One of the consequences of this change is that job seekers are becoming
more reluctant to move jobs, many opting for the security of the devil they
know! So whilst there is strong evidence that demand for IT staff will fall,
it’s likely to be matched by a fall in supply of quality candidates who are
currently employed. This will result in continued difficulty in attracting the
best quality candidates.

I look forward to Clicks continuing its relationship with you over the year.
Please feel free to contact me at any time if you want an update, or if you
need our support with your recruitment activity.

Best wishes

@ o,

Ben Wood

Managing Director

Level 21, 303 Collins Street
Melbourne VIC 3000

T: 03 9963 4884

F: 03 9963 4880

E: benw@clicksrecruit.com.au
W: www.clicksrecruit.com.au
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1.

Key Findings

During December 2008 we received just over 200 responses to our electronic
survey sent to organisations across a range of industry sectors in Sydney,
Melbourne and Canberra. This is the 10" edition of our IT Recruitment and
Retention Report. Data is compared to that gained 12 months ago and is
analysed by organisation size and industry sector.

In summary the data reveals:

. A slowing business environment compared to 12 months ago.
However 40% of respondents are still expecting to increase sales.

. IT departments are responding to the economic environment by
reducing expenditure, with 31% of respondents planning a
reduction in IT budget and only 27% planning an increase.

. The number of respondents expecting to increase IT staff has fallen
from 41% a year ago to 29%.

o 599% of respondents expect to use at least the same number of IT
contractors in 2009 compared to 2008.

. Outside of Government, less than 10% of respondents expect to
increase their numbers of permanent IT staff. The Government
sector expects a big increase in permanent IT staff in their response
to the Gershon Review.

) Average salary increases for IT staff are set to fall from an average
of 4.6% to 2.9% per annum.

. It began to become easier to attract most kinds of IT staff during
the course of 2008 and demand levels for 8 out of 9 categories of
staff will fall in 2009. It is expected there will be stronger demand
for Infrastructure Support reflecting the trend of a stronger focus
on service levels to the business.

. The number of involuntary staff departures increased to 43% from
26% however overall staff turnover was similar to a year ago.

. 18% of respondents expect to make redundancies in 2009.

o The sharp increase in some contractor rates over the last 18
months is not likely to continue over the next 18 months.



2. Business Environment
2.1 Sales Turnover

The business environment remains relatively positive with 40% of respondents
expecting sales to increase in 2009. However, this is much lower than the prior
year’'s 61%. The number of respondents expecting a decrease in sales has jumped
to 18% from 4% a year ago.

Those expecting to grow have much lower expectations around the level of growth
with only 27% expecting growth of more than 10% compared with 39% a year ago.

2.1.1 Over the next 12 months, how do you expect your
sales ($ turnover) to change?

The Same Decrease
42% 18%

Increase
40%

2.1.2 If you expect an increase, by what percentage?
(by Industry sector)
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2.2 IT Budget

In regards to IT budgets, there has been a significant shift compared to 12 months
ago. 31% of respondents are expecting their budgets to decrease in 2009
compared with 11% a year ago. Whilst 27% still expect their budget to increase,
this is the lowest level recorded since our report was first produced in 2000.

Where an increase in budget is expected, the main drivers include transformation
projects due to previous merger and acquisition activity; replacement of legacy
systems; systems changes; demand for increased efficiency, process improvement
and business effectiveness; and infrastructure upgrades.

For a decrease in budget, the main drivers are predictably the changes in economic
circumstances which are causing a focus on cost reduction and an “alignment to
business revenue pressures”; global directives and the response to the Gershon
Review.

In terms of the year ahead the main challenges and opportunities our respondents
are facing can be summarised as;

Challenges: “do more with less”; access to specialised skills at short
notice; delivering a capex programme in an environment of
belt tightening; Gershon; the economy.

Opportunities:  upskill staff; attract quality staff; reduced contractor rates;
Gershon.

2.2.1 Change in IT budget over the next 12 months

Decrease
The Same 31%

42%

Increase
27%



2.2.2 Change in IT budget by Industry Sector

ODecrease Bincrease Othe same
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3. Staffing Levels: ‘Hiring or Firing?’
3.1 Survey respondents by Number of IT Staff

The number of respondents expecting to increase staff has fallen from 41% a year
ago to 29%. Also, of those expecting to increase staff numbers only 18% expect
this to be by more than 10% compared to 37% a year ago. Interestingly, 35% of
respondents expect to increase their permanent staff numbers, compared to 40% a
year ago. This fall is relatively small. Usually, in an economic downturn permanent
hires fall dramatically and once organisations resume hiring, there is higher
demand for contract staff. However, the industry analysis confirms that this is due
to a significant increase in permanent hiring intentions amongst Government
respondents due to the impact of the Gershon Review. The number of non-
government respondents expecting to increase permanent staff is 9%.

0-20
51-100 21 -50
14% 16%

3.2 Over the next 12 months, how do you expect your total IT
staff numbers to change?

Decrease
The Same 20%

51%

—

Increase
29%



3.3 If increasing, by what percentage?

21% +
11 - 20% 4%
14%

0-10%
82%

3.4 Do you expect to increase the number of your permanent IT
staff over the next 12 months?

Yes
35%

No
65%




3.5 Over the next 12 months, do you expect your usage of IT
Contractors will be greater or less than over the last 12
months?

Don'g Use Less
9% 32%

The Same
37% Greater
22%

3.6 Over the next 12 months, do you expect your usage of IT
Contractors will be greater or less than over the last 12
months? (by Industry Sector)
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4. ‘Show Us The Money’

4.1

Unsurprisingly the fall in anticipated demand for IT staff has also impacted the
outlook for salary increases. The average expected annual percentage increase has
fallen from 4.6% in 2008 to 2.9% in 2009. Overall, as cost increases were being
driven in many cases by “scarcity rather than complexity” of skill, this decline
makes sense. Scarcity was causing “ordinary” skills to receive “extraordinary” pay

Comparison of expected IT salary increase rate
compared with actual over the last 3 years.

rates in some categories.
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Comparison of expected IT salary increase rate
compared with actual over the last 3 years, by
Industry Sector.
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4.3 Over the last year, have you had to counteroffer an
IT employee who had resigned, in order to retain
their services?

The results for 4.3 and 4.4 are similar to last year with 27% of respondents
experiencing the need to counter-offer an employee to retain their services,
compared to 29% a year ago. 58% paid more than expected to attract a candidate
compared to 57% a year ago.

Yes
No 27%
73%

4.4 When recruiting IT staff in the last year, have you
had to pay more than you initially wanted or
expected to, in order to attract the right candidate?

No Yes
42% 58%




5. Recruitment Strategies: ‘Buy or Build?’

5.1

Which statement most closely reflects your
approach to recruitment?
(Comparison 2006/2007/2008/2009)

In terms of the preference for “build” (60%) and “buy” (40%) recruitment
strategies the trend of the last few years has slowed and the pendulum has stopped
swinging further towards “build”. Consistent with this, the level of graduate
recruitment is the same as a year ago with 37% of respondents reporting that they
had hired IT graduates in 2008.
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When recruiting IT people, | am happy if they don't have all the skills  With IT positions, the most important consideration is that the person
required, so long as they have the right attitude. has the skills to do the job.



5.2 Do you have a graduate recruitment program for IT staff?

Yes
No 28%
72%

5.3 Have you hired IT graduates in the last 12 months?

NoO Yes




5.4 What is most important to you in the service you
receive from your recruitment partner?
(Comparison 2007/2008/2009)
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5.5 1Is your organisation a standard business sponsor of
IT workers on subclass 457 visas?

Yes No
18% 60%

Unsure
22%




5.6 If Yes; have you sponsored an IT worker in the last
12 months?

Yes
30%

No
70%

5.7 If No/Unsure; would you consider sponsoring an IT
worker on a 457 visa in the next 12 months?

Yes
No 20%
80%




6. Hot Spots — Who's in Demand?

6.1 Which IT roles are most difficult to recruit? Comparison of
2008 respondents’ forecast against what was actually
experienced by 2009 respondents in the last 12 months

12 months ago when we compared the respondents’ forecast of which roles are
most difficult to recruit with their actual experience, there was a strong correlation.
This year, when comparing the respondents’ forecast for 2008 with their actual
experience only one of the nine categories (Infrastructure Support) experienced
greater difficulty than forecast. In five categories, the number of respondents
actually experiencing difficulty was less than 50% of those expecting difficulty. The
high cost of Project Managers in 2008 reported by a number of respondents is likely
to reduce in 2009.
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