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Employment, skills and training
Do not delete this return as it gives space between the box and what precedes it.
	Key points

	· After steady growth for over a decade, employment in retail has stabilised, falling marginally by 1900 or 0.2 per cent in the three years to 2010. By comparison employment in the economy grew by 6.3 per cent in the three year interval.
· Some sectors have experienced strong employment growth while others have contracted. Employment in department stores fell by 19 500 or 18.5 per cent in the fifteen years to February 2011 while over the same period employment in supermarkets and grocery stores grew by 75 700 or 36.7 per cent.

· The retail workforce is relatively youthful and unskilled, has a high proportion of women compared with other industries, and is characterised by part time and casual work.

· Job turnover in the industry is relatively high mainly due to its youthful profile. Job satisfaction among retail workers is rated lowest against pay and hours worked and highest against job security and access to flexible working arrangements.

· Retail employers appear to invest less in training — one quarter of persons employed in retail in 2009 had undertaken work‑related training in the previous 12 months compared with just over one third of persons employed in all industries. However, this could be due to lower skill requirements for the industry.
· A sustained drop in skilled vacancies was recorded for retail occupations in the 18 months to July 2009 — vacancy levels have only partially recovered since.

· There do not appear to be widespread or substantial skill shortages in the industry. However, there is evidence of shortages of employees in niche occupations, particularly those with good IT skills who have knowledge of website interface technology as well as people with strategic knowledge of the online shopping industry.

· To the extent that retailers choose to compete on the services they offer rather than the price they charge, there will be greater need to develop a workforce with higher customer service skills and higher productivity. To achieve this, employers may need to invest more in training their employees, and in order to get an adequate return on this investment, they may need to retain their employees for longer than they generally do.



The nature of retailing is changing with the rise of online retailing and changing consumer tastes. Many retailers are looking to recast the nature of the services they deliver and refashion store formats. This chapter analyses trends in employment growth in retail, characteristics of the retail workforce, the rate of supply of skilled workers, and any evidence of skill shortages, to ascertain whether the retail workforce is well positioned to meet these future trends. This chapter also outlines the differing projections for employment in the industry, particularly the estimated impact of online shopping, as a way of highlighting the differing views surrounding the future of the industry.

12.1
Employment

Trends

The retail industry is the second highest employing industry in Australia, accounting for 10.8 per cent of the workforce in 2010. After steady growth between the early 1990s and 2005, employment in retail has stabilised, falling marginally by 1900 or 0.2 per cent between 2007 and 2010 (figure 
12.1). Over the same interval employment in the economy grew by 6.3 per cent.
Figure 12.
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Employment levels in retail, 1985 to 2010a
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a (Includes all retail categories. Four quarter average seasonally adjusted data.

Source: ABS (Labour Force Survey, Cat. no. 6291.0.55.003).

Employment in retail (excluding motor vehicles and fuel retailing) is concentrated in supermarket and grocery stores (25.1 per cent of employment in the industry in February 2011), as well as pharmaceutical and other store‑based retailing (14.9 per cent), clothing, footwear and personal accessory retailing (13.0 per cent), specialised food retailing (9.8 per cent), department stores (7.7 per cent), hardware, building and garden supplies (7.0 per cent) and recreational goods retailing (6.8 per cent) (table 
12.1).

ABS industry data by subdivision is available from 1996. Industry subdivisions with the largest shares of employment growth in retail in the fifteen year period from February 1996 to February 2011 were supermarket and grocery stores (24.6 per cent of total employment growth in the industry), clothing footwear and personal accessories (15.0 per cent), hardware, building and garden supplies (11.1 per cent) and specialised food retailing (10.9 per cent) (table 
12.1). Department stores were the only sector to record a drop in employment over this period from 105 500 to 86 000 — a fall of 19 500 or 18.5 per cent. In contrast, employment in supermarkets and grocery stores has grown by 75 700 or 36.7 per cent. 

Around 14 400 people were employed in non-store retailing in February 2011 — up from 2 400 fifteen years earlier. Non-store retailing includes ‘pure play’ retailers as well as a number of other non‑store based retailing activities. The sector only accounted for 1.3 per cent of all retail employment in February 2011.
 

As reported in Chapter 4, the ABS does not provide disaggregated data for employment in internet retailing. It is also unclear if employment data for non-store retailing includes the administrative, warehousing, transport and delivery personnel employed to support the online shopping process, as well as IT specialists and other staff required to set up and maintain online platforms. Some of these jobs would be contract‑based and may be regarded as placements for employees of labour hire or employment agencies rather than staff of non‑store retailing establishments. 

Given these potential data deficiencies, it may be difficult to monitor trends in employment created by online shopping in the future, but it will be much easier to monitor job losses in store‑based retailing. Employment projections for store‑based retailing and non‑store based retailing are discussed later in the chapter.

Table 12.

 SEQ Table \* ARABIC 1
Composition of employment levels and growth by industry subdivision, February 1996 to February 2011a  
	
	


Employed total 
Feb 1996 
	


Employed total 
Feb 2011
	
Change in Employment (Feb 1996 to Feb 2011)
	Share of growth in retail employment (Feb 1996 to Feb 2011)
	
Share of total 
retail employment  Feb 2011 

	
	‘000
	‘000
	‘000
	%
	%

	Supermarket & grocery stores
	206.2
	281.9
	75.7
	24.6
	25.1

	Specialised food retailing
	76.7
	110.2
	33.5
	10.9
	9.8

	Food retailing, nfd
	na
	6.8
	6.8
	2.2
	0.6

	FOOD RETAILING
	283.0
	398.9
	115.9
	37.7
	35.5

	Furniture, floor coverings & houseware
	34.0
	39.8
	5.8
	1.9
	3.5

	Electrical & electronic goods
	41.7
	74.7
	33.0
	10.7
	6.6

	Hardware, building & garden supplies
	44.8
	79.0
	34.2
	11.1
	7.0

	Recreational goods
	56.1
	76.0
	19.9
	6.5
	6.8

	Clothing, footwear & personal accessories
	99.9
	146.1
	46.2
	15.0
	13.0

	Department stores
	105.5
	86.0
	-19.5
	-6.3
	7.7

	Pharmaceutical & other stores
	149.3
	167.5
	18.2
	5.9
	14.9

	Other store based retailing, nfd
	na
	0.8
	0.8
	0.3
	0.1

	OTHER STORE‑BASED RETAILING
	531.3
	670.0
	138.7
	45.1
	59.6

	NON-STORE RETAILINGb 
	2.4
	14.4
	12.1
	3.9
	1.3

	Retail commission based buying & selling
	na
	0.2
	0.2
	0.1
	0.02

	RETAIL TRADE NFD
	na 
	40.6
	Na
	13.2
	3.6

	TOTAL
	816.7
	1124.0
	307.3
	100.0
	100.0


a Original data - excludes motor vehicles, fuel and motor vehicle parts and tyres. b Non-store retailing includes direct mail retailing; direct selling of books, cosmetics and other goods; internet retailing; milk vending; mobile food retailing (except takeaway food); and vending machine operation (except leasing). NFD is not further defined. na - this category was not available in Feb 1996.

Source: ABS (Labour Force, Australia, Detailed, Quarterly, Cat. no. 6291.0.55.003, Data cube E05_Aug 94).

The Direct Selling Association of Australia (DSAA) expressed concerns to the Commission about the quality of ABS data for employment in non-store based retail. The DSAA claim that a major restructure of the ABS definition of non‑store based retailing and retail commission based buying and selling is required to recognise the number of people involved in direct marketing and selling (DSAA, sub. 95). ABS data show very small numbers of people involved in these activities (table 
12.1).
Non-store based retail includes the workforce of ‘pure play’ retailers but disaggregated information for this group is not currently available. It would be useful given the growth of online retailing, to understand employment trends for the workforce of pure play retailers. In Chapter 4 the Commission recommends (Recommendation 4.1) that the ABS monitor trends in employment for both ‘pure play’ and multi-channel retail establishments.

Characteristics of the retail workforce

The nature of the retail workforce, as distinct from the general workforce, can be better understood by analysing a number of characteristics such as age, gender, hours worked, educational attainment and conditions of employment.
Age

The retail workforce has a relatively youthful profile — just under three quarters (72.8 per cent) are aged 45 years or less. By comparison 61.8 per cent of employed persons in all industries were aged 45 years or less. Further, 35.8 per cent of employed persons in retail are aged 15 to 24 years. By comparison 17.0 per cent of employed persons in all industries are in this age group (figure 
12.2).
Many retail employees are young people who have a preference for working part time while completing full time education. ABS data show that people aged 15 to 24 years working part time account for just under a quarter (24.7 per cent) of all employment in retail while people in this age group working part time only account for 7.3 per cent of employment in all industries (ABS 2011e).

Despite its relatively youthful profile the share of mature aged employees (aged 45 years and over) in retail has increased from 22.0 per cent in February 1995 to 27.2 per cent in February 2011. Part of the reason for the growing share of mature age workers in the industry is the gradual ageing of the retail workforce — a characteristic shared among the workforce of all industries as the population ages. 

Figure 12.

 SEQ Figure \* ARABIC 2
Distribution of employment by age, February 2011
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Source: ABS (Labour Force, Australia, Detailed, Quarterly, Cat. no. 6291.0.55.003, Data cube E05_Aug 94).

Ageing of the workforce is likely to be a particular concern for the retail industry in the future as young workers aged 15 to 24 years make up such a large share of the workforce. Part of the attraction of employing younger casual workers for retail employers is the preference they have for part time hours and apparent willingness to sacrifice access to leave entitlements for higher hourly rates of pay. These characteristics complements employer needs to have a more flexible workforce. Younger workers are also less expensive to employ than older and more experienced workers. Junior employees receive a percentage of the adult minimum wage rate based upon their age up until they reach the age of 21 years. Separate minimum wages exist for trainees and apprentices. 

In the future, retailers will be competing with other industries for a cohort of younger workers whose share of the workforce will be gradually declining. This may force employers to seek older employees to fulfil their labour needs. 

The retail industry has a relatively high concentration of female employees (at 55.8 per cent of total employees) compared to the all industry average (of 45.2 per cent). The female share of total employment in retail has been little changed since February 1995 when it stood at 54.3 per cent (ABS 2011e).

Hours worked

The distribution of hours worked in retail differs from the industry average with a relatively large proportion of employees working shorter hours — 23.0 per cent of employees in retail worked for 29 hours per week or less in May 2011 compared with 13.6 per cent for employees in all industries. Retail employees are much less likely to work longer hours with 29.8 per cent working 45 hours or more per week compared with the all industry average of 36.7 per cent (figure 
12.3).

Consistent with a rising share of part time employment, average working hours per week of retail employees has fallen from 32.1 in February 1995 to 28.7 in February 2011. By comparison average working hours per week for employees in all industries has fallen from 36.1 to 34.2 in the same interval (ABS 2011e).

Figure 12.

 SEQ Figure \* ARABIC 3
Distribution of hours worked, May 2011
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Source: ABS (Labour Force, Australia, Detailed, Quarterly, Cat. no. 6291.0.55.003, Data cube E11_May 01).

Educational attainment

Employees in retail are relatively low skilled with lower average educational attainment than workers in other industries. For example, 58.7 per cent of workers in retail were without a post-school qualification in 2009, which compares to the all industry average of 39.5 per cent. Around 20.7 per cent of employees in retail had a diploma or above (includes those with Bachelor degrees and higher) and 20.2 per cent had certificate qualifications. By comparison the industry average for workers with a diploma or above was 37.7 per cent, but a similar proportion of workers in all industries had certificate qualifications (at 21.6 per cent) (ABS 2010c). The major reasons for the relatively low average educational attainment in retail is the high proportion of young students who work in the industry who are yet to graduate and relatively low level of skills required to participate in the industry.
Conditions of employment
A substantial proportion of employees in retail are casual employees who do not have access to leave entitlements. Casual employees in retail are paid a loading on their hourly rate of pay in lieu of leave entitlements. Around 40.3 per cent of employees in retail are employed on a casual basis which is well above the all industry average of 23.9 per cent. 

Over a half (53.9 per cent) of retail workers are employed on a part time basis which compares with 30.2 per cent of employees in all industries (table 
12.2). 

Table 12.

 SEQ Table \* ARABIC 2
Composition of employees by full time/part time and permanent/casual status, November 2010a
	
	Retail trade
	All industries

	
	

Level
	Share of total employment 
in retail
	Share of total employment in all industries 

	
	‘000
	%
	%

	Permanent
	646.3
	59.7
	76.1

	Casual
	436.7
	40.3
	23.9

	ALL
	1083.0
	100.0
	100.0

	Full time
	498.9
	46.1
	69.8

	Part time
	584.1
	53.9
	30.2

	ALL
	1083.0
	100.0
	100.0


a Permanent employees have access to leave entitlements while casual employees do not.

The ABS Forms of Employment survey shows a higher proportion of employees working part time in retail (at 53.9 per cent) compared with the part time share of total employment of 48.6 per cent from the ABS Labour Force Survey. Part of the difference is explained by the fact that the Forms of Employment survey only refers to employees, while employment data from the Labour force Survey includes owner managers of retail enterprises who would be much more likely to be working full time.

Source: ABS (Forms of Employment, Cat. no. 6359.0, November 2010). 

While flexibility is highly sought after by retail employees, ABS data show that they may encounter more difficulties than workers in other industries in securing some of their preferences such as negotiating preferred start and finishing times. Approximately a third (34.5 per cent) had a say in their start and finish times which is below the all industry average of 41.5 per cent and below related industries such as wholesale trade (46.1 per cent). Exactly a third could choose to work extra hours in order to take time off, which compared with the industry average of 39.3 per cent. Despite these findings, Household Income and Labour Dynamics in Australia (HILDA) survey data show that retail workers tend to be only slightly less satisfied than workers in all industries with flexibility to balance work and non-work commitments.

Retail workers are also much more likely to experience variable earnings — a third of retail employees compared with a quarter of all employees. This is primarily due to the high incidence of casual employment in the industry and associated variability in hours worked from week to week (ABS 2009b).

Job satisfaction

Overall job satisfaction of retail workers is slightly below satisfaction ratings recorded for workers in all industries. Data from the HILDA survey in 2009 show that 54.8 per cent of retail workers are very satisfied with their job which compares with 61.4 per cent of workers in all industries. Job satisfaction among retail casual employees (at 54.1 per cent) is similar to satisfaction for all workers in the retail industry (table 
12.3). 

Job satisfaction among retail workers is rated lowest against pay and hours worked and highest against job security and access to flexible working arrangements. Around 41.5 per cent of all retail employees are very satisfied with their pay levels which compares with 46.9 per cent of workers in all industries. Around 47.6 per cent of retail workers are very satisfied with their current hours of work which compares with 51.1 per cent of workers in all industries. Around two thirds of retail casual employees are very satisfied with their job security which compares with 71.0 per cent of all retail employees and 69.3 per cent of workers in all industries (table 
12.3).

Retail casual employees are more satisfied with their pay and conditions of employment than other workers in the industry (i.e. permanent and contract employees). Around 46.7 per cent of retail casuals were very satisfied with their pay levels and two thirds were very satisfied with the flexibility to balance work and non-work commitments (table 
12.3).
Table 12.
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Job satisfaction among retail workers, 2009

	Category 
of job satisfaction
	All 
retail 
workers
	Retail 
casual employees
	Workers
 in all industries
	Casual employees in all industries
	Permanent employees in all industries

	
	% of total
	% of total
	% of total
	% of total
	% of total

	Pay
	
	
	
	
	

	Dissatisfied
	14.5
	11.0
	11.8
	12.5
	10.1

	Relatively satisfied
	44.0
	42.3
	41.3
	40.2
	42.2

	Very satisfied
	41.5
	46.7
	46.9
	47.3
	47.7

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0

	Flexibility a
	
	
	
	
	

	Dissatisfied
	9.5
	6.6
	10.0
	7.1
	11.3

	Relatively satisfied
	32.7
	28.0
	30.8
	27.8
	32.6

	Very satisfied
	57.8
	65.4
	59.2
	65.1
	56.0

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0

	Job security
	
	
	
	
	

	Dissatisfied
	5.2
	6.0
	7.1
	9.9
	4.3

	Relatively satisfied
	23.8
	28.5
	23.6
	28.4
	19.6

	Very satisfied
	71.0
	65.5
	69.3
	61.7
	76.1

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0

	Hours of work
	
	
	
	
	

	Dissatisfied
	13.8
	13.8
	10.2
	12.4
	9.2

	Relatively satisfied
	38.7
	42.5
	38.6
	38.1
	38.4

	Very satisfied
	47.6
	43.7
	51.1
	49.5
	52.4

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0

	Overall satisfaction
	
	
	
	
	

	Dissatisfied
	5.4
	6.0
	4.5
	5.8
	4.0

	Relatively satisfied
	39.7
	40.8
	34.1
	36.6
	34.1

	Very satisfied
	54.8
	54.1
	61.4
	57.6
	61.9

	TOTAL
	100.0
	100.0
	100.0
	100.0
	100.0


a( Flexibility refers to the ability to balance work and non-work commitments.
Dissatisfaction ratings are the combination of those recording 0 to 4 out of 10 against each criteria, relatively satisfied are those recording 5 to 7 and very satisfied are those recording 8 to 10.

Source: Household Income and Dynamics in Australia (HILDA) Release 9.0 (2009).
Reasons why part time retail employees work part time
The youthful demographic of the retail workforce is associated with the finding that around 44.0 per cent of part time employees in retail cited participation in education either at a school, college or university as the reason why they were working part time hours. This compares with just less than a quarter of part time workers in all industries. Other major reasons cited by part time retail employees for working part time included caring for children (15.7 per cent) and a preference for part time work (13.6 per cent). A further 11.6 per cent of part time retail workers cited that they were working part time hours because they couldn’t find a full time job (table 
12.4).
Table 12.
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Major reason for part time employees working part time hours, 2009

	
Reason
	Part time retail 
employees
	Part time employees in all industries

	
	% of total
	% of total

	Own illness or disability
	3.4
	4.4

	Caring for children
	15.7
	21.6

	Caring for disabled or elderly relative
	0.9
	0.9

	Other personal or family responsibilities
	1.1
	2.4

	Going to school, college or university
	44.0
	24.1

	Couldn’t find full time work
	11.6
	9.0

	Prefer part time work
	13.6
	24.9

	Prefer job and part time hours are part of the job
	8.6
	10.7

	Othera
	1.1
	1.9

	TOTAL
	100.0
	100.0


a( Other includes involvement in voluntary work; attraction to pay premium associated with part time casual work; welfare payments may be affected by involvement in full time work; getting business established; and other personal and family responsibilities.

Source: Household Income and Dynamics in Australia (HILDA) Release 9.0 (2009).
Labour turnover rates

Labour turnover is higher in retail than in other industries. For example, around a quarter (23.8 per cent) of employees in retail had been with their current employer for less than 12 months in February 2010, which compares with the all industries average of 18.0 per cent. Further, retail employees are less likely to form a long term attachment with an employer than employees in other industries — 15 per cent had been with their current employer or business for ten years or more which compared with just under a quarter (24.4 per cent) of employees in all industries (ABS 2010h). 
Service Skills Australia noted that while workers in retail have higher labour mobility rates than workers in other industries, feedback from Industry Service Centres confirmed that many retail workers remain in the industry and move from firm to firm rather than stay with the one employer for an extended period of time (sub. DR182, p. 2). While there is some movement of employees between retail establishments, employers are faced with the prospect that over 40 per cent of their part time staff are currently attending an educational institution (table 
12.4) and a substantial proportion will eventually leave the industry when they have graduated and found employment relevant to their qualifications.

In summary, retail workers tends to be younger than average, are more likely to be female, are generally lower skilled than workers in general, have a greater tendency to be employed on a part time and casual basis, and are more likely to change jobs and/or careers than workers in other industries.

Employer views on the need for flexibility in the retail workforce

The characteristics of the retail workforce highlighted above are a reflection of changing requirements of employees for more flexible forms of employment as well as the need for retailers to have a more flexible workforce to deliver their services more efficiently. For example, Myer noted in its submission that there has been a structural shift in employment in retail from predominantly full time employees to a more flexible workforce. 

This flexibility gives Myer store management the ability to adjust the workforce depending upon demands of customers and fluctuations in sales. (sub. 88, p. 13)

Myer also added:

A part time and flexible workforce enables us to roster employees on the days and at the times consumers want to shop. It also facilitates the desire of some of our workforce who also want the flexibility to work at differing times to the ‘traditional’ working week. This is particularly important to our ‘student’ workforce as well as to parents who want to work rosters planned around study, family and school obligations. (sub. 88, p. 13)

Woolworths noted the importance of flexible employment opportunities offered by retail in its submission:

The sector provides a unique environment that enables those requiring flexibility and special needs to access employment opportunities including women, older workers and those living with a disability. (Woolworths, sub. 110, p. 12)

The Australian National Retailers Association (ANRA) also noted in its submission:

One of the main reasons that retail is an attractive sector for students and women is the flexibility the sector offers its employees. The wide availability of casual and part time work in the industry allows employees to balance their work with study and caring responsibilities. Indeed, retail provides many Australians with their first job – usually casual employment while they are studying. (ANRA, sub. 91, p. 35)

While evidence from submissions point to the benefits of greater flexibility of the retail workforce, as discussed in Chapter 11, some retail employers have found workplace regulation and new modern awards are to some extent restricting workplace flexibility.

Impact of online retailing on employment

There are a diverse range of views on the employment outlook for the retail industry, particularly in relation to the impact of growth in online shopping. These are summarised in box 
12.1. 

The National Retail Association (NRA) predicted the loss of between 53 000 and 105 000 jobs in the industry over the next five years based on the loss of retail sales from bricks and mortar establishments to offshore online retailers and stagnation of domestic online sales. The higher estimate for employment loss is based on a much higher online penetration rate of 12 per cent by 2015 while the lower estimate is based on an online penetration rate of 8 per cent. 

A separate report prepared by the Allen Consulting Group for eBay had a different assessment for labour market impacts of online retailing which noted the positive impact of growth in domestic online retailing on employment and the offsetting impact of a decline in employment in bricks and mortar establishments — the overall magnitude of net employment loss was expected to be small.

Do not delete this return as it gives space between the box and what precedes it.
	Box 12.

 SEQ Box \* ARABIC 1
Impacts of online sales on retail trade employment

	· The National Retail Association (NRA) sees the possibility of between 53 000 and 105 000 jobs being lost from domestic retail stores to overseas ‘pick and pack operations’ over the next five years due to growth in online shopping (NRA, sub. 102). These projections are based on the assumption that all of the increase in the online share of total retail sales over the next five years is accounted for by overseas retailers. 

· The Allen Consulting Group noted in its submission on behalf of eBay that the composition of employment in Australia in the future will be affected by a number of structural changes in the economy, including the growth in new domestic online retailers, the expansion of existing online retailers, the relative decline in bricks and mortar retailing and the influence of overseas online retailers. The first two factors are expected to stimulate employment growth while the latter developments will have a negative impact. The Allen Consulting Group anticipated some short-term job loss in net terms as a result of online retailing but its magnitude is expected to be small. Online retailing is expected to have a positive impact on employment in the longer term. (eBay, sub. 101)

· Westfield were more pessimistic in its assessment of the impact of online shopping on employment:
Online retailers that can trade 24 hours a day have a competitive advantage over bricks and mortar retailers. This is unsustainable and will ultimately be to the detriment of retailers and their employees in a declining retail sector. Ultimately jobs will be lost and this will affect regions where restrictions [on trading hours] is toughest, such as South Australia. Job losses will also have a disproportionate effect on youth, of which retail is the largest employer. (sub. 103, pp. 33-34) 

· The Retail Traders Association of Western Australia (RTAWA) expects employment levels within both retail and wholesale to fluctuate in the short term as they respond to technological changes and changing business models but to be steady over the longer term. (sub. 80) 

· Analysts at IBISWorld estimated that the number of online enterprises in Australia would increase by 20.3 per cent per annum in the five years through to 2010-11, which would be comprised of new online start‑ups and pre-existing retailers who would commence selling online for the first time. Employment was expected to grow by around 5.5 per cent per annum during the same period (MacGowan 2011).

· Analysts at Morgan Stanley projected that the impact of internet retailing will result in the loss of approximately 14 700 employees per annum (Kierath and Wang 2011).

	

	


Commission’s view of likely employment impacts of online shopping

It is the Commission’s view that growth of online retailing will result in a redistribution of employment through the economy. The combination of growth in the number of domestic pure play retailers, growth in sales activity of existing pure plays, and growth in activity of the online divisions of Australian multi-channel retailers will contribute to the redistribution of jobs away from bricks and mortar operations to online retailing and services such as website development and maintenance. Employment is also expected to shift to industries linked to retail such as transport delivery services and warehousing as a result of growth in online shopping.

Media reports confirm that some former multi-channel operators have shifted out of their bricks and mortar operations and are now restricting their business activities to online operations. For example, earlier in 2011, Borders closed its nine remaining stores across Australia with the loss of 315 jobs. In total Borders lost 1675 staff, but has retained its online presence at this stage. Angus and Robertson announced the loss of  519 jobs as the result of store closures. Angus and Roberston has also maintained their online presence.

The Commission anticipates some structural employment loss in retail as the result of continued growth in overseas online sales — particularly from bricks and mortar retailers. However, the extent of the loss in employment is more difficult to predict. 

The Commission considers that growth of online shopping in the future will be shared between domestic and overseas online retailers. The magnitude of the share garnered by Australian retailers will depend upon the extent to which they take advantage of opportunities created by online retailing and adapt their business formats to meet changing consumer preferences. As discussed in Chapter 4, a number of surveys have indicated that around 70 per cent of Australians prefer to shop online with domestic retailers, which implies that if domestic retailers respond positively to the challenge of online shopping, they have good prospects of securing market share of future growth in online sales. The size of domestic online market share will also depend upon whether Australian consumers have positive or negative experiences with online purchasing from overseas websites.
While official statistics show that growth in non‑store based employment in retail has so far been relatively subdued, stronger growth in employment in this sector is likely in the future, along with the online divisions of multi-channel establishments. 

Employment growth projections for retail

The impact of online retailing on employment in the industry will occur in the broader context of employment change within the industry in response to macroeconomic developments and other changes in consumer spending patterns. The nature of broader changes in the retail landscape will place greater or lesser pressure on the retail industry depending on how it responds to the growth of online retailing and the need to close the productivity gap with overseas retailers (see chapter 11). Reports by private analysts presenting forecasts of the employment outlook for industries, including the retail industry, assess the opportunities for and threats to the industry usually with a short to mid-term focus. Such analyses can include quantitative modelling or qualitative judgements which attempt to identify and analyse key factors affecting employment in retail including factors such as movements in wages, housing prices, interest rates and consumer sentiment.
Employment projections by analysts show relatively weak employment growth for retail over the next five years compared with other industries. The Department of Education, Employment and Workplace Relations (DEEWR) has predicted that employment growth in retail will average 1.2 per cent per annum through to 2015‑16 which compares with overall average annual employment growth for all industries of 2.1 per cent. Deloitte Access Economics show moderate annual employment growth for retail through to 2014‑15  — ranging between 0.6 per cent and 1.1 per cent per annum (box 
12.2).

Jobs growth over the next five years is expected to vary considerably by industry subdivision. DEEWR has projected that department stores will continue to shed jobs over the next five years at the rate of 2.0 per cent per annum while employment growth is expected to be strongest in non-store based retail which includes online retailing — at 5.9 per cent per annum. 
The current outlook for the retail industry provided by analysts is for the continuation of relatively subdued growth in sales activity, which if realised, and combined with increased competition from online overseas retailers, will place greater pressure on bricks and mortar retailers to make adjustments to their workforce. Despite these pressures on individual retailers, analysts’ projections show positive employment growth for the industry over the next five years, but at a slower annual average rate than that recorded over the previous fifteen years.
Do not delete this return as it gives space between the box and what precedes it.
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Employment projections for retail trade

	· The Department of Education, Employment and Workplace Relations (DEEWR) provides employment growth projections by industry sector for the retail industry. Employment growth between 2010 and 2015-16 (excluding motor vehicles, fuel and motor vehicle parts and tyres) was expected to be strongest in non-store retail — up 5.9 per cent per annum. Employment is expected to contract most sharply in department stores (down 2.0 per cent per annum) and recreational goods retailing (down 2.4 per cent per annum).

Employment projections by sector – 2010 to 2015-16a
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a Excluding motor vehicles, fuel and motor vehicle parts and tyres.

Source: DEEWR (2011) unpublished data.
· Deloitte Access Economics projected that employment in retail trade would grow by 1.1 per cent in 2011‑12, followed by 1.6 per cent in 2012‑13, 0.7 per cent in 2013‑14 and 0.9 per cent in 2014‑15 (Deloitte Access Economics 2011). 

	

	


12.2
Training

Institutional arrangements for the delivery of retail industry training

The major source of supply of qualified retail employees is graduates of vocational education and training courses offered in colleges, community centres and Technical and Further Education (TAFE) institutes. Larger retailers also run their own in‑house training programs. Entry into careers in retail is usually at the Certificate II level while training in supervisory skills is also available at the Certificate III level. Training at these lower levels is usually deemed suitable to the skills needs of industry and represents an appropriate starting point in the sector. Engagement in higher Australian Qualifications Framework (AQF) levels in the retail industry (such as Certificate IV and Diplomas which provide managerial skills) are typically low.

Data from the National Centre for Vocational and Education Research (NCVER) show that training commencements for sales assistants and sales persons grew strongly between 1999 and 2003 — peaking at 50 000. Training commencements have since fallen and settled at around 40 000 per year (figure 
12.4).
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Training commencements — sales assistants and salespersons, 1995 to 2010
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Source: NCVER (2010).

Poor completion rates of traineeships for sales workers may be contributing to lower rates of skilled labour supply to the retail industry. NCVER data show around 44.8 per cent of sales workers in 2007 completed the training they had commenced, which compares with an industry average of 50.3 per cent (Apprenticeships for the 21st Century Expert Panel (2011)).

Unlike other occupations in other industries there is no general requirement to complete this form of training to work in the retail industry. The high non‑completion rate may also reflect the high level of staff turnover in the industry. Four major reasons were cited in a report into the apprenticeship system for low completion rates of apprenticeships generally (including retail apprenticeships) — workplace or employer issues (including perceptions by apprentices of poor employment conditions, long hours, and unpaid hours of work); lack of support from employers; relatively low wages; and dissatisfaction with the nature of the work (Apprenticeships for the 21st Century Expert Panel (2011)).

In its submission following the release of the Commission’s draft report Service Skills Australia provided a number of alternative explanations based on a small survey of retail workers (150 persons) for why some retail workers fail to finish their traineeship. These mainly include personal or work related reasons or caring responsibilities rather than dissatisfaction with the quality or value of training (sub. DR182, p. 2).

Many of the reasons provided for non‑completion were short‑term such as pregnancy, illness, home relocation, job change, or caring for relatives. But by far the major reasons (45 per cent of respondents) for non‑completion remain related to changes in work circumstances such as resignation from a job, finding a job elsewhere, or the termination of employment (Service Skills Australia 2011).

Employer use of formal training in retail

NCVER data show that employers in retail are less likely than employers in other industries to use the Vocational Education and Training (VET) system for their training needs. Around 45.2 per cent of retail employers used the VET system in 2009 which compares with 54.0 per cent of employers in all industries. However, 27.7 per cent of retail employers had trainees as part of their workforce in 2009 which was just under the industry average of 30.6 per cent (NCVER 2009).
Employers in retail were more likely to use unaccredited or informal training than training provided by the VET system — 58.3 per cent of retail employers used unaccredited training in 2009 while 80.1 per cent used informal training. By comparison 52.7 per cent of employers in all industries used unaccredited training and 76.8 per cent used informal training. 

This information suggests that employers in the retail industry do not perceive that having a VET qualification is as important to meeting their industry skill needs as do employers in some other industries — most notably employers in industries requiring higher formal skills such as construction, manufacturing and mining. Employees in these industries are more likely to need technical training to acquire specific skills as part of their duties such as operating light and heavy machinery with precision and safety. Retail workers require training in tasks such as customer service, stock control and operating point of sale equipment. 

But retail employers who do use the VET system for their workforce training are almost as satisfied with that training as employers in other industries. Just under 82 per cent of employers who used nationally recognised training were satisfied with training delivered as a means of meeting their skill needs. The satisfaction rating was little changed from 2007, and was slightly below the industry employer satisfaction average of 85.8 per cent (NCVER 2009).

HILDA survey data confirm that retail employers are less likely to train their staff than employers in other industries. For example, just less than a quarter of persons employed in retail in 2009 had undertaken work related training in the previous 12 months compared with just over a third of persons employed in all industries (table 
12.5). 

Full time and permanent staff in retail (and other industries) were more likely to receive training than employees who were working on a casual and/or part time basis. However, permanent employees in retail were far less likely to receive training than permanent employees in all industries (29.8 per cent versus 41.7 per cent) (table 
12.5). 

While official data available are relatively dated, employers in retail appear to invest less in training than employers in other industries. Employers in retail spent less than one per cent of the amount they spent on wages and salaries on training in 2001‑02, and on average spent less than one third on training per employee as that invested by employers in all industries (NCVER 2007). 
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Access to training in the past 12 months, 2009

	
	Retail trade
	All industries

	All employees
	
	

	Yes 
	24.7
	34.8

	No
	75.3
	65.2

	Total
	100.0
	100.0

	
	
	

	Casual employees
	
	

	Yes 
	20.7
	23.3

	No
	79.3
	76.7

	Total
	100.0
	100.0

	
	
	

	Permanent employees
	
	

	Yes
	29.8
	41.7

	No
	70.2
	58.3

	Total
	100.0
	100.0

	
	
	

	Part time employees
	
	

	Yes
	21.8
	28.4

	No
	78.2
	71.6

	Total
	100.0
	100.0

	
	
	

	Full time employees
	
	

	Yes
	28.2
	37.9

	No
	71.8
	62.1

	Total
	100.0
	100.0


Source: Household Income and Dynamics in Australia (HILDA) Release 9.0 (2009). 

It is difficult to conclude whether the retail workforce receives the appropriate level of training relative to their needs when making comparisons with the level of training provided to employees in other industries. While training rates for retail employees have been demonstrated to be lower, the retail industry is characterised by relatively low skilled workers, and it is probable that the training requirement for retail personnel is lower in a formal sense, than that required by workers in other industries. 
Changes to Government assistance to encourage employers to take on retail apprentices

ANRA (sub. 91) argued that the Australian Government has a role in the training of retail employees and noted concern at one of the recommendations from the recent review of apprenticeships titled A Shared responsibility: Apprenticeships for the 21st Century. The recommendation called for the Australian Government to: 

Redirect current Australian Government employer incentives to provide structured support services to eligible apprentices and trainees and their employers in occupations that are priorities for the Australian economy. While a wide range of occupations should be trained through apprenticeship and traineeship pathways, Australian Government support should focus on occupations that have tangible and enduring value for the economy — both in traditional trades and the newer forms of apprenticeships and traineeships, such as community services, health services and information technology. (Apprenticeships for the 21st Century Expert Panel 2011, p. 14) 

The Expert Panel made it clear under this recommendation that training funding should be directed to occupations in industries that provide ‘a tangible and enduring value for the economy’ such as community and health services and information technology (Apprenticeships for the 21st Century Expert Panel 2011).

ANRA is concerned that retail apprenticeships may not be classified as ‘eligible apprentices’ under this recommendation which ‘could result in a critical loss of support for apprentices in the industry’ (sub. 91, p. 37).

ANRA also stated:

Successful training programs depend on a three-way commitment from employers, employees and government. Any reduction in the role of government support would put at risk future training of the retail workforce. (sub. 91, p. 37)

The Australian Council of Trade Unions (ACTU) also registered similar concern at recommendations to cease government incentive payments for retailing, noting that this would have a negative impact on the sector’s capacity to attract and retain a quality labour force (sub. 100). 

The NRA made similar comments.
The Australian Government announced in the May Budget that it would immediately discontinue the allocation of funding to retailers in connection with the delivery to their staff of a Certificate II qualification. The impact of the withdrawal of funding will be both less training and the inevitable diminution of service standards and productivity, or increased costs for retailers as they fully fund the training effort. Neither is a welcome outcome. (sub. 102, p. 45)

And the Shop, Distributive and Allied Employees Association stated:

Whilst it is arguable that some employers have abused the current system and that the current system is in need of reform, such a drastic action [of removing government incentives for retail training], if implemented, would almost certainly have the impact of bringing about a severe cut to the amount of accredited training delivered in and to the industry. (sub. 18, pp. 5-6)

The Australian Government acted quickly to remove universal access to Certificate II incentives in the May Budget but there has not been a shift to prioritising particular occupations or industries at this stage. The Budget Papers show that from 11 May 2011 the commencement incentive of $1250 will only be available to employers if the relevant employee is from a nominated equity group which includes: Indigenous Australians; Australian apprentices with a disability; Australian school-based apprentices; mature aged Australian apprentices (aged 45 years or more); Australian apprentices working in a rural or remote area; and job seekers with severe barriers to employment. The same conditions apply for the $1000 completion incentive for Group Training Organisations. 

While the changes already made to incentive arrangements may affect payments to employers in retail it is not because the industry has been specifically targeted but because incentive payments have been altered universally so that they are directed towards those who are most in need.

The Expert Panel stated in its report into the apprenticeship and traineeship system that industries such as retail and hospitality have benefited considerably from the introduction and expansion of financial training incentives, but there is not much evidence of significant increases of numbers of Australian apprentices in traditional trades where shortages of supply have been identified. For example, only a third of total incentive payments go to areas experiencing skill shortages. This caused the Expert Panel to reassess the benefits of persisting with current funding arrangements.

… for some traineeships, for example in retail and hospitality, financial incentives to employers have led to a large increase in trainees…in some instances, particularly for retail and hospitality qualifications, the incentives currently paid constitute an implicit wage subsidy to the employer of 20 per cent … we question whether the significant government funds being spent on employer incentives for these qualifications are providing any tangible benefit to the broader economy. (Apprenticeships for the 21st Century Expert Panel 2011, p. 58)

This finding is supported by research conducted by NCVER for the Australian Fair Pay Commission: 

… the scale of the implicit wage subsidy ranges from the relatively trivial to the generous; it is smaller for employers hiring apprentices than it is for trainees, a situation which on the face of it is at odds with skill shortages faced in the trades in recent years. (Cully 2008, p. 275).

The NCVER found that incentive payments for trainees in retail trade totalled $112.8 million in 2007 which accounted for 16.5 per cent of all incentive payments for apprentices and trainees, and around 0.29 per cent of the total wage bill for the industry. The industry average for training incentive payments share of the total wage bill was half that figure (at 0.15 per cent) (Cully (2008)).
This information highlights that retail employers may have been receiving a generous amount of training incentive funding over the past decade at the expense of employers in industries where skill shortages are more prevalent. Analysis of the extent of skill shortages in retail are discussed in more detail in the following section.

12.3
Are labour shortages and skill levels affecting the retail industry?

Demand for labour in retail, as measured by levels of skilled vacancies lodged on internet employment websites, fell between early 2008 and mid 2009 (DEEWR 2011). Vacancies have recovered slightly for sales assistants and sales persons since but have continued to plateau for sales representatives, agents and sales support workers (figure 
12.5).

Figure 12.
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Vacancies for sales workers in Australia, January 2006 to July 2011
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Source: Internet Vacancy Index (IVI), DEEWR (2011); seasonally adjusted data. The IVI is based on a count of online vacancies lodged on websites such as SEEK, My Career, CareerOne and Australian JobSearch. 

DEEWR data indicate that skill shortages in retail are less acute than in other industries with employers in the industry having more suitable applicants to choose from than employers in other industries. Retail also has a lower rate of unfilled vacancies than other industries. This is perhaps unsurprising given the lower skill profile of workers in the retail industry.
The results of the DEEWR Survey of Employer’s Recruitment Experiences show that in the 12 months to December 2010, 4.7 per cent of vacancies in retail remained unfilled, which compares with an all industry average of 7.1 per cent. In the most recent recruitment round conducted by employers there were 2.6 suitable applicants available per vacancy, which compares with an industry average of 2.4. Around 32 per cent of employers in retail expected to experience recruitment difficulties in the next 12 months which compares with 42 per cent of employers in all industries (DEEWR 2010c).

Has there been a decline in customer service skills of retail employees?
Feedback from meetings the Commission has conducted with retail establishments, as well as submissions from retailers and consumers, point to a general deterioration in service skills of retail workers due to either a lack of expertise and/or attitudinal problems. 

Red Herring Surf commented:

Staff dedicated to customer service perhaps is the strongest issue when it comes to recruiting staff. There are plenty of industry training institutions offering retail training certificates, however retail is not often perceived as a career choice for some and people often work in retail to get themselves through Uni or for extra pocket money. This can be extremely hard for retail employers to manage/balance. (sub. 41, p. 6)

Some consumers also voiced their disappointment at the quality of service provided by bricks and mortar retail staff in Australia when compared with their experiences with online shopping:
There is a real concern on the part of online marketers that their service, product, and communication receives 100% approval and satisfaction avoiding any negative response to ensure the future of their online business. I have found that the same does not apply to local retail salesmen – making the sale and obtaining the payment is the key criteria and objective not service. (Rodney Popham, sub. DR163, p. 3)
Another online shopper commented:

I get better customer service from online sites than I do from retail shops as this is how the online sites do business. It seems that the retail shops here prefer to have me forced to buy from them rather than have me want to buy from them. (Gerry Affat, sub. 12, p. 1)
However, this expectation by retailers and consumers needs to be balanced by factors which may impinge on the ability of employees to provide satisfactory levels of service. A number of union submissions attributed the decline in consumer service to reductions in staff numbers. For example, United Voice submitted:
Far from implementing strategies to deliver sustainable returns over the long-term, many retailers have chosen the “low road” pursuing short-term profits by reducing their numbers of staff and increasing levels of casualisation. … this ultimately leads to poor customer service, with the end result being that consumers simply spend their money elsewhere. (sub. DR197, p. 5) 

The erosion of customer service skills in retail can’t be pinned on workers alone — the industry has failed to recruit, train and retain workers, with the sector experiencing high levels of turnover. (sub. DR197, p.6)

The ACTU pointed to the link between improving the skill base and higher quality service:
There is a growing understanding of the link between maintaining skilled and experienced employees and high quality customer service. Those retail businesses which have invested in employee training and development are amongst the highest performing retailers in Australia. (sub. 100, p. 5)

Coles mentioned that a number of initiatives can deliver better outcomes for retail businesses including improving customer service:

Improving customer service, efficiency and training/development of employees and simplifying business operations, improves productivity and reduces the cost of doing business. (sub. 79, p. 10)

Declining customer service skills is a factor which may explain part of the difference in the level of productivity performance between retail workers in Australia and countries such as the United States. However, there is a need for more research in this area to identify whether a decline in customer service standards has actually occurred in Australia and the strength of the relationship between customer service and productivity.

Part of the reason for the perception of poor service standards in the industry could be due to retail jobs often being temporary stepping stones to employment in other occupations and industries for young retail workers combining study with part time work in the industry. Compounding this situation is the existence of high labour turnover rates in the industry. This provides less incentive for employers to develop training strategies which will contribute to improved employee productivity performance and perhaps explains some of the attitudinal problems of some workers. 
Changing skill requirements in the industry

A number of skills are likely to be in demand in the future due to sustained growth in online retailing. These include: administrative staff required for technical support, updating databases and website maintenance; staff for transport services to deliver physical merchandise; electronic financial service skills including security systems specialists, online consultants and specialists; and IT professionals such as computer engineers. Other skills and occupations in demand include IT consultants and software and website developers; photographers and people with graphic art and creative skills to develop and maintain content on websites to encourage sales (eBay, sub. 101). 

ANRA sees a need for retail skills to accommodate technological developments including growth in m-commerce. It was envisaged that skills in the future may shift from selling to facilitating delivery of items that astute customers, familiar with the latest technology, have already identified they are interested in purchasing.
Critically the style of retail skills will also need to change to meet the needs of new technology and the ever increasing prospect of m-commerce enabled shoppers. These shoppers have done their research out of store and have a clear idea of the goods they want. The in store staff role may be less about ‘selling’ and more about facilitating the immediate delivery of the item. This customer will expect staff-in-store to connect directly with company inventory and supply chain information via technology, such as the already available UPS applications for supply chain management, and provide immediate details and capacity to finalise a purchase. The implications from a training perspective for many retailers is the need to recognise this increase in technology reliance. (sub. 91, p. 37)

Some of the online ‘pure play’ organisations the Commission spoke to cited difficulties in recruiting people with good IT skills who had knowledge of website interface technology as well as people with strategic knowledge of the online shopping sector. These people are highly skilled and can command high salaries. This contrasts with the lower skill sets of retail shop assistants whose major deficiency is cited by some organisations as the lack of good communication and service skills. 

PayPal claimed that larger firms and multi-channellers face greater challenges with recruitment. Larger firms are more likely to be risk averse and avoid on-the-job training of staff to solve skill shortages and instead are more likely to recruit e‑commerce professionals with proven ability to manage large budgets and more complex e‑commerce projects. They are more likely to recruit these professionals from overseas given the relatively small and undeveloped e‑commerce market in Australia (PayPal 2010).

Consultations with leading employers and employer associations confirmed evidence of shortages of IT skills for retailers with online websites, particularly employees with knowledge of online marketing and web interface systems that involve security arrangements necessary in financial transaction e-commerce environments. These skills are scarce and suitably qualified staff can receive large salaries, and are often poached from other companies and/or sourced from overseas. There is potential for training in Australia to be targeted at these skills given the projected growth in online sales in the medium term.

The RTAWA saw opportunities for productivity gains through improved training within retail:

Productivity gains could be enhanced by improved training within the industry, but with the staff churn, there is a reluctance to invest in this area.  There is also a shortage of experienced, knowledgeable, retail specific training personnel. (sub. 80, p. 16)

One market analyst envisaged that Australian online retailers will struggle with respect to capacity constraints especially with regard to skilled labour. It was considered that Australian retailers will find it increasingly difficult to recruit professionals with knowledge of eBusiness and strategic online development skills from North America and Europe, and as a result, will be forced to promote more aggressively internally (Forrester 2011).

A survey of 500 CEOs in 2008 identified that small firms are more likely than larger firms to lack the skills and capabilities to take advantage of the commercial opportunities likely to arise from a faster broadband network in the future. The results of the survey also confirmed that firms in retail did not have the same capability as some other sectors to capitalise on the advantages from faster broadband technology. CEOs identified a number of options to solve skills and capability problems associated with adopting the new technology. Around 58 per cent of respondents across all industry sectors indicated they would train existing staff to improve capabilities, a quarter would sub-contract to fill the skills gap, 12 per cent would hire new staff and 6 per cent would use labour hire (AiG and Deloitte 2008).

12.4
Conclusion

Historically, employers in the retail industry have relied on a younger workforce who are relatively unskilled and are mostly working on a part time and casual basis. Females also account for a relatively large share of the retail workforce. Turnover of the retail workforce is high when compared with the industry average, which acts as a disincentive for employers to invest in training staff. The younger age profile of the retail workforce and the extent of labour turnover are consistent with general feedback from industry sources that relatively few employees establish long term careers in retail occupations.

From a retailer’s perspective, increased flexibility of the retail workforce in terms of a greater proportion of part time and casual employees than in the past, provides the opportunity to quickly adjust labour requirements to accommodate changes in consumer demand. Other forms of flexibility include the adoption of other workplace practices which improve customer service and labour productivity.

While evidence from submissions points to greater flexibility to adjust workforce size and hours worked, there is also evidence of some retail employers finding workplace regulation and new modern awards are to an extent restricting desired levels of workplace flexibility. These issues are discussed in more detail in Chapter 11.

In the future, retailers will also be under significant pressure to reduce their costs (and particularly labour costs) as the competitive influence of online retailers and other new entrants to the retail sector grow. While bricks and mortar retailers will want to enhance customer service, they will also need to become more price competitive, which will likely see a reduction in employee numbers. The extent of any reduction is unclear.

From another perspective, the actions of bricks and mortar retailers who embark on multi-channelling strategies and other innovative responses to increase their competitiveness, may well stimulate employment growth. However, the net impact for any specific individual or sub-segment of retailers is harder to predict with any certainty.

The retail sector in the future will also require a more highly skilled workforce including employees with good IT skills who have knowledge of website interface technology to support the move into online retailing. To the extent that retailers choose to compete on the services they offer rather than primarily the price they charge, there may be greater need to develop a workforce with higher customer service skills and a longer term commitment to the retail industry. This can be achieved by employers providing higher rates of training to develop relevant skills, the development of incentives to encourage employee productivity, and the pursuit of higher rates of employee retention to capitalise on investment in training.
�	The ABS includes the following activities in non-store retailing: direct mail retailing; direct selling of books, cosmetics and other items; internet retailing; milk vending; mobile food retailing; and vending machine operations.
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