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This report looks at the following areas:

» How COVID-19 has propelled an irreversible digital fransformation and the
consequent implications for the software sector.

» The technological developments that ae fuelling the further expansion of
the digital economy.

* How the move to cloud computing has influenced demand, and how future
prospects for edge computing will shape that demand.

« A quantification of sales by industry sector, and how packaged and
proprietary software demand is changing within the markets.

- How globally M&A trends are moving to ever-larger deals but niche
software demand and skills continues to support a vibrant SME software
business sector in the UK.

Despite the considerable advances in digital fransformation programmes
across both industry and the public sector as a result of COVID-19, the growth
in software revenues in 2020 was restricted to 2.1%. In part this reflects end-user
business disruption, and there were major differences in growth by sector, and
in part the impacts of the twin software-driven forces of selling software as a
service and the greater ease (and capability) of cost-effective of adapting

packaged products.

During 2020 companies faced unprecedented challenges to remain operative
but advancing digitisation of processes was the fundamental tool used, and as
the conditions change there is strong evidence of a change in emphasis from
one of resilience and recovery to one of how to captfure growth. Increasing
tfechnological investment and moving to the cloud are highlighted as the most
important developments.

Along with the growth in digitisation, security issues remain at the fore of
corporate strategies. The challenges are increased not only by the rapid
development of fragmented workplaces and the speed of the technological
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“Digital transformation
programmes across business
and public sectors were
rapidly advanced during
2020 with the COVID-19
pandemic. However, the
twinned forces of the
continued trend towards
software as a service and the
increased capability and
ease of personalisation of
packaged software conspired
to restrict growth in the value
of software sales.”

— Terry Leggett, Sr Analyst
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advances but also as a result of the growing attraction to miscreants of that

data.
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Administration

Figure 34: Trends in software sales to the administration
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Public administration

Figure 35: Trends in software sales o the public
administration sector, 2015-20

Education

Figure 36: Trends in software sales to the education sector,
2015-20
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Figure 37: Trends in software sales to the health sector,
2015-20

* Arts and entertainment
Figure 38: Trends in software sales to the arts and
entertainment sector, 2015-20

e Other services
Figure 39: Trends in softfware sales to the other services
sector, 2015-20

MARKET DRIVERS

* Introduction

« Digitisation

* The key to productivity
Figure 40: Labour productivity in the UK compared with other
major economies, 2010-19

* The COVID-19 impact
Figure 41: UK labour productivity, output per hour and per
worker, Q1 2017-Q3 2020
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Figure 46: Segmentation of employees with work infernet
access, by size of company, 2019 (million by number of
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* COVID-19 changes remote working
Figure 47: Number of people mainly working from home,
2015-19

» Cloud computing boosted by COVID-19
Figure 48: Market size for cloud computing, 2015-25
(prepared on 5 November 2020)

» Edge computing changing demand

* Computer security
Figure 49: Market size for computer security, 2015-25
prepared on 24 February 2021

* Internet of things
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COMPANIES AND BRANDS - KEY TAKEAWAYS

« COVID-19 disrupts demand
¢ COVID-19 has little impact on M&A activity
¢ The industry structure

INDUSTRY STRUCTURE

* Overview

* Business and domestic software
Figure 50: Development of the business and domestic
software publishing industry, 2016-20
Figure 51: Composition of the business and domestic software
publishing industry, by company size, 2020

* The customisation sector
Figure 52: Development of the computer consultancy industry,
2016-20
Figure 53: Composition of the computer consultancy industry,
by company size, 2020

« Other software publishing
Figure 54: Development of the other software publishing
industry, 2016-20
Figure 55: Composition of the other software publishing

industry, by company size, 2020

COMPETITIVE STRATEGIES
* Mega-scale acquisitions
* MB&A activity continues
* Targeting “prosumers”

COMPANY PROFILES

- IBM

« Activity

¢ Performance
Figure 56: Financial performance of IBM United Kingdom,
2015-19 (£ million)

* Strategy

* Micro Focus International

« Activity

* Performance
Figure 57: Financial performance of Micro Focus
International, 2016-20 (USS million)
Figure 58: Revenue segmentation of Micro Focus
International, 2020

« Strategy

e Microsoft Corporation
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Activity

Performance

Figure 59: Product and service segmentation of Microsoft,
2020 (USS million)

Figure 60: Financial performance of Microsoft Ltd (£ million)
Strategy

Oracle Corporation

Activity

Performance

Figure 61: Revenue segmentation of Oracle Corporation, 2021
Figure 62: Financial performance of Oracle Corporation UK,
2016-20 (£ million)

Strategy

SAP (UK)

Activity

Performance

Figure 63: Revenue segmentation of SAP, 2020 (€ millions)
Figure 64: Financial performance of SAP UK, 2015-19 (£
million)

Strategy

Salesforce.com

Activity

Performance

Figure 65: Revenue development of Salesforce.com, 2016-21
Figure 66: Segmentation of Salesforce.com subscription and
support revenues, by service offering, 2021 (USS million)
Figure 67: Financial performance of Salesforce UK, 2016-20
(£ million)

Strategy

Zoom Video Communications

Activity

Performance

Figure 68: Revenue development of Zoom Video
Communications, 2018-21

Strategy
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